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ABSTRACI' 

'r:J:!3: SHALL INDU.3TRIES POLICY AND 

THE D3;VELOPVJENT OF C}\.PITAL IS:1 IN INDI.\ 

At the time of Independence in 1947, the structure of 

Indian industry differed very markedly at its upper and 

lo.Jer reaches. \rfuile concentration of capital had already 

reached ajvanced levels, widespread industrial activity 

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 b3sis. 

In the post independence per-iod, ""hen fac~d with SiJCh a 

sjtuation, the Government was 1:"8~uired to take specific steps 

to "modet:nise" thF>se p£.t. co.p"i tali s t' ,qtcuctur-es of production; 

this Has an impor-tant pr-econdition .for- the continw~i 'Jra.vth 

of tn~ Ce.pi tal ist mar-ket. By encouraqin-:r ~ ~flnJ th 0 : the 

small commooity r>rnrtu(.JCr:-.::; to caoitalist manufactuce e!tl.d. Sl't~~ 

factory production, a substantial market could be qenerated 

both for machinery, tools and I:"CM materials, and the wage 

goods produced in large factories. 

The economic rationale. for policies which embodied these 

specific steps \v 3S generated in the course of the nationalist 

movement. The pre-independence Governm~nt of India, largely 

a bur-eaucratic instrument for- the fulfilment of imper-ial 

policy, in the respons8 to the demands of the urban educated 

unemployed, initiated a fe\v measures which amounterl to support 
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for the; small caPita'list stratumo At the same time the 

Nehru variant of "democratic socialism" was advancing 

towards a sped.fic role for small ·capitalist industrialists 

in its vision of industrial development as a whole. 

I-1cwever, this lo<ric was counter '3d by th8 socio-political 

argument in favour of continued protection to small comno-J.ity 

pro:.lucet s wpich · emerge:.l in the form of the Sandhi:m approi'!.ch 

te»7ards small indu-:;t>:y. 'l!ho '};:mdhi.an approach, ~,rh 4 ··:-- ,...,,,_c. 

sented the interests of both the sm-311 a']ricultural and 
. ' ' 

industrial producer, gained a subs.tant ial amount of pres-tige 

as· a· resul-t of Gandhi's influence on· the national movement as 

a whole. 

In the per::i.od before independence, the large I~c(.tClM.. 

industrialists also aPP<:..::>red to be_ in ::':avouL' of the Gandhian 

approach because their major fear was the Nehruvian · a.r:p~:·::>ach 

to large scale industry. Nehru's strong advocacy of a 

dominent public sector essentially created by the natio:n.:1li--

sation of private sector units was a direct attack on their 

interests: and the creation of an expanding home market by 

the development of small capitalist units would have had no 

appeal to them if their avn units wei:'e to be nationalised. 

Almost $0 as to complete the circle, t08Y would probably 

have favoui:'ed the imPei:'ial Government's post Second Ho1:ld 

War aPPI:'Oach to industrial development, 'l.vhich emphasised 

State "control" over: specific industries so as to coord~.nate 

developmental activity, and large sci"lle provision of credit 

and infrastructure. 
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The set of policy measures which w2 define as the 

Inii~n Sm~ll Industries Policy, and the integration of 

thes~ measur2s into the plans of economic developm~nt 

after indep~nd~nc~, wer3 the results of the interaction 

b2n~een these varying conceptions of the industrialisation 

process, th:. specific degree of concentration and centra

lisqtion of capital in the economy, anl th= specific 

administration structure in the country; ~lthou?h this 

haj evolv=d in accord~nce with the requirements of ~~neral 

imP3ri~l policy, it i;J as in all essenti-:tls ret~ined in the 

post indep~ndcTICi~ period. In the ,.rork th 3.t folla.; s, Ne 

have attempted to trace the form of this interaction and 

:ievelopment md the results it has pro 'luced, in the period 

ranging from 191'1, when G.andhi entered th= n"ltionalist 

movem2nt, to th0 later half of the 1970s. 
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INTRODUCTION 

THE SHALL INDUSTRIES POI .. ICY /.\ND THE' 
~-- ----- ---------- ------

DEVELOP!--1ENT OF CAPITALISH IN INDIA ----------- -- ---------- -- -----

At the time of independence in 1947, the structure of 

Ind±an.Industry differed very markedly at its upper and 

lower reaches. vJJhile concentration of capital h<\d already 

reached advanced levels, w idespl:'ead industr i 3.1 activity 

took Place on a Pl:'ecapitalist basis in the hands of small 

1 producers. These producers consisted both of those 

1. The term "concentration of capit"ll" 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 
avned, by a small number of identifiable "interest 
groups". It is similar to the term "countrv wise 11 

concentration used by the Honopolies Inquiry 
Commission in their report published in 1965 (p.2). 
Hazari has also used this concept to measure the 
share of the 20 largest priv"lte business groups in 
the I.ndian Economy, in 1951, and 195R. His results 
shOtJed that in 1951, th::~se groups controlled comp;:mies 
which accounted for 29 per cent of the share capital 
of the non government corporate sector (Table 2.3, 
p. 40) • Public Limited Compani<?s ~-~ i thin these gl:'oups 
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, p.37). 

In terms of. "product wise" or industry wise concen
tration, the results vJe.re sirnilar. fv1.M.Hehta • 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 la!:'ge industrial 
interests to control a substantial proportion of the 
productive capacity in these industries. 

On the other hand, according to the 1951 population 
census, 58 per cent of the work force involved in 
processing and manufacture i.e. divisions 2, 3 and 
4 of the Indian Census Economic Classification, 
consisted of "independent workers". These worked 
on their ONn account, and did not use hired vrorkers. 

contd ••• 
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p~oducing fo~ the market (commodity produc~rs), and of the 

village craftsmen exchan7ing their pro~uce on a traditional 

b . 1 
as~s. 

In th:; post independence period, when faced "7 i th such 

a si tu"ltion, the ';over:nmen t was required to take specific 

steps to "modernise" these pre-capitalist structures of 

The contrast between the two extremes of the indus
trial st~ucture a~? evident f~om these sets of 
figu~es. 

See, r;overnment of India, Report of the Honopolies 
_Inqui~y .~.ll~,~ (Delhi =· 1g65). 

R.K. Haza~i, The St~uctu~e of the Co~porate Private 
S~::_CtClE \Asia, Bombay ~ 1966) • 

H .. i·1.. ~1ehta, St~ucture of Indian Industries (Popular, 
Bombay : 1955) • 

C'"'!nsus of India, Paper Ho. I of 1960 .: Sconomic 
Tables of Reorganised States - 1951, 
Census, (Reqister General, D~lhi : 
1961) • 

1. ~ survey unde~taken by the Planninq Com~ission 
as late as 1955 shewed that 35 per cent of the 
401 artisan or craft households in the sample 
worked on a customary payment basis. See 
Government of India, Planning Commission, Proqramme 
Evaluation Organisation, Studv of Village Artisans 
(N~v Delhi ·: 1956) • 
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production; this was an important precondition for the 

continued gravth of the caPitalist market. 1 By encou

ragintJ the grcwth of small commodity production to capi-

talist manufactur-e and small factory pr-o:Juction, a 

substantial market could be generated both for machinery, 

tools, and rc:M materials, and the wage goods produced in 

lar-ge factories. 2 

·1. According to the Taxation Enquiry Commission, 
the 11 imputed value 11 of total consumer expen
diture was 44.6 per cent in th8 rural areas and 
36.9 per cent in the country as a whole, in 1952. 
These figures provide some evidence for the 
extent of the 11 non-monetized" sector of the 
economy, and a rough indication of the volume 
of the demand potentially 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 
r-O<V materials, would be supplied from local 
sources. Transfer: of even a Part of the ""''ork . 
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 Bconomic Affairs), Report 
~t_!he Taxation Enguirr Commission 1953-54, 
Volume 1 (Delhi : 1955 pp.65-66. 

2. This formulation of the problem of caPitalist 
economic gra4th, and the role of industr-ial 
development within it, is essentially based on 
the model used by Lenin in his analvsis of 
capitalist development in Russia. Ther-e are, 
of course, other theor-ies of economic growth 
within "dual economies 11

, of which the folla-.Ting 
are perhaps the most distinctive: 

W.A. Lewis 11 Econorriic Development with Unlimited 
Supplies of Labour 11

• The Manchester School of 
Ecqromic and Social Studies XXII (1954), 2. 

contd ••• 
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\Pithin this context, three S8ts of questions arise~ 

( 1) vl'hat vl as the response of the qov~rnment to this 

situation, in terms of policy, and how did these 

policies evolve? 

G.Nyrd3.l Econcmic Theorv and Underdevalo 
Duck~orth, London ~ 1g57 • 

ions 

J .H. 3oeke Economics and ~conomic Policv of Duiil 
Societies (Institute of Pacific Rel~tions 
iJa-1 York : 1g53). 

Ha-Jew~r, our major purpose in th2 v1ork which follc:ws 
is to ~ttempt an exPlanation of the ~ctu:r.l forc.'!S 
that led to the d2velopment of a poli~~ to encourage 
small scale industrinl production, ~nd the 1r1 "lV this 
was inteqr:-ated into an over"lll plm for economic -=1nd 
social d~velooment. It is quit"! 1 ik.-;ly that VT ithi.n 
this concrete historical background, nonf'! of th~se 
latter models, postulated to exPlain the par~meters 
determining economic gro.1th in "b".lcl<:war-3. countri·"'!S 11 

in general would fit the Indian case. 

In f3ct, in his survey of literature on small enter
prises in India, Douql"ls Fisher comes to the conclu
sion that: 

••••• vmhile the overall approach of the Indian 
planners iscast within the Harrod-Dom;::1r framP.Work, 
emph;::1sis on small sized units is best exPlained 
either in terms of a model of absorbtion of excess 
unemployment (iefensive) or in terms of cre-=1ting 
diffusion effects to strengthen the economic ~ 
of the economy ( off8nsi ve) • It vl ill be clear •••• 
that some such processes as these underlie most, 
but not all, of the efforts to rationalise the 
strong emphasis on sm~ll size, wher:-2 their superior 
efficiency cannot be established. 

D. Fish~r "A Surv2y of the Literature on Small Sized 
Industri ~1 Und~rt.:r.kinqs in India 11 in B. F. 
'lose 1 i tz ('!:d.) • The Role of Small Indus trv 
in the Process of "Sconcrnic Gro-1 th (Houton, 
Th~ Hague .::~.nd Paris : 1C)68). _?Emphasis in 
origin317 Lenin's studv is The D=vclopment 
of Capital ism in Russia (Prorrress, Mosca'7 ·: 

1Y61). 



5 

Hore specific-=1lly, policy ta·.J ar:ds the ./ 

''small producer!• would. need to be integrated. 

with broader: policies for: economic development 

as a Hhole, that is, with a str'ltegy of capitalist 

develo"?ment. 

Th~ questions to b'= anSI,Tered ar:e ther:efore the 

folla.-J ing ~ 

tr,~hat was the Indian strategy of development? 

hfuat itJ as the r:ole for the 11 small producer n 

\-•7 i thin this strategy? 

Ha'' did the strategy and the role of the smal~-

producer within it evolve.., 

( 2) HCMJ can He conceptuali se the ''small producer I! 

so that it may be possible to monitor the 

effects of policy measures·-, Is there a frame"-- -:,rk 

within which the small producer may be located so 

that different stages of evolution are clearly 

marked? 

Can He distinguish betl-J een ca"Pi tal is t and pr-e-

' 
capitalist for-ms of production on the one h~_::-d., 

and be'b!Jeen the sm<=.l.ll capitalist and other: 

capitalist str-at3. on the other.., 

(3) hU'ithin this concr?.ptual frame, i.vhat"~Prere the 

results of government policy, 3.nd of the 
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general strategy of gra1th, on the sm~ll 

pro"iuce r·" 

Can Fe use the evolutionary fr:tr-~ework to identify 

the state of evolution of the mass of small pro

ducers at U.·To stages of ti'11e, so as t0 see th"3 

results of the strategy? 

In th-, work Hhich folla..1 s, it is the first set of 

questions outlin~d above Phich is th~ pr i '11arv focus of 

attention. The other questions form subsidiary Parts, 

elabot:" atP.d to th~ ::xtent to Hhich it is considered. nec~s-

sary in order- to clal:'ify the ans•ers to the p['ifnar"Y" 

quP.stions. It is for this reason that in the n·~xt ff3.-r 

par-.::~.graph3, Fe set out the framavor1<: for thesP. orimarv 

questions, befor ~ describin':J the contents of each ch"l.Pte

in .d.etail. 

The socio-poli t ic'll r "ltion :ile for- policies vi hie~ 

embodied tnese specific steps was generated in the course 

of the nationalist movement. The nre-independence ~over~

ment of India, lal:'gely a bur~aucratic instrum~nt for th~ 

fulfilment of imperial policy, in its response to the de'lta~1d.s 

of the urb3.n educated unemployed, initiated a few measu;::-es 

'1t7hich amount~d to support for the small capitalist stratur:1. 

At th~ sr1m;~ time the Hehru variant of • democratic soci.::~.::i..isrr.' 

was adv::mcing t(lflards 3. specific rol~ for sm.::~.ll c1.pitalj.st 

indugtrialists in its vision of industrial devPlOp'1lent ~s a 

v1hole. 
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HaN ever-, this logic was counter-ed by the socio-noli tic-:tl 

ar-gument in favour- of continuP.d protection to small commodity 

producers which emerged in the form of the G"lndhian approach 

taN ards. small industryo The Gandhian ·approach, ~~~hich repre

sented the interests of both the small agricultural and 

industrial producer, gained a substantial amount of prestige 

as a result of Gandhi's :knfluence on the national movement 

as a wholeo 

In the period befor-e indep,~ndence, the lar<Je Indian 

industrialists .3.lso appeared to be in favour of the Gandhian 

appro"lch because their major fear vJ as the Nehruviiln :tppro"lch 

to larg~ scale industryo Nehru's strong advocacy of a domi

n"lnt public sector essenti"llly cre-:tted by the nationalisation 

of priv:tte sector units was a direct attack on their- interests; 

and the cre"ltion of an expanding home m:tr-ket by the development 

of small capitalist units would h3ve had no aPPeal to them if 

their own units were to be nationalisedo Almost so as to 

complete the ci~cle, they would probably have favoured the 

imperial Government's post Second (:,Jorld \'Tar appro~ch to inq.us

tri"tl development, which emphasised State 11 control 11 over 

specific industries so as to coordin"lte development.3l activity, 

and large scale provision of credit and infrastructureo 

The set of policy measures which 'li''e defin.~ as the Indian 

Sm.=ill Industries Policy, and the integration of these measur-es 

into the Plans of economic development after independence, were 

the results of the interaction between these varving conceptions 
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of the industr:-i .1.lis ~ tion pr-ocess, th ~ specific -ieqr:-ee of 

concentr~tion ~d centr:-~lis~tion o~ c~pit~l in the economv, 

and the specific ad~inistr~tive structure in the country; 

although this h~d evolved in ~ccord~nce with the requirements 

of qener~l imper:-i~l policy, it w~s in ~11 pssenti~ls retained 

in thP. post independanct~ pc;r:-iod. In th8 w or:-k th 1.t follo.v s, we 

have attempted to tr:-.~ce the form of this inter~ction and deve

lopment ~n:i the results it h1.s pr-oduced, in the per-iod r"lnging 

fr-om 1919, when Gandhi entered the nation~list movement, to 

the l~ter h1.lf of tha 1970s. 

For this pur:-pos2, the thesis is divided into four p~rts. 

In the first P"lrt \12 set out the b~sis for underst~nding the 

dev2lopments in the fi:=ld of sm~ll sc"lle production by GlA.bo

r~ting in the first ch1.pter the procnss of P.VOlution of 1.n 

industri~l c~pit1.l. The fe~tures distinguishing this form of 

c~pitA.l from m.;rchant and usurGr- c1.pit~l are idP.ntified, 1.nd 

the specific soci ~1 forms of org-1nis 1tion \,Thich per:-soni +:.y 

industri1.l c~pit~l are described and illustr~ted with ref~rence 

to Indian data. Distinctions are qlso dr3-J'n between c~pi t1list 

and prec~pitalist forms of industri~l "'lctivitv, qnd popul"ltion 

census d~t.J. 1.re used to dem"J.rc~te these two forms of 1.ctivity 

on the criterion of the predomin~nt use of W<Cl.ge Libour. 

In the second ch1.pter, we use the concepts of concentr~

tion and centralis~tion of c~pital to dem1.rcate the small 

industrial capit1.l from other strata of the c~pitalist cl1.ss. 

\Ale de nonstr1.te that the leq~l forms of orq1.nis>.tion such as 
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thr-; proprietol:"ship, Pa.Ltnel:"ship, .:.lnd public. "tnd priv'3.te 

limi t2d comp::1nies 1:"2PI:"esent incl:"easinq l'3vels of centl:"ali

sat ion of capitals. The correspondence betltreen this 

hierarchy 3.nd the usually accepted one b3.sed on the size of 

the c~Pi t'll in question is .:J.lso brought out. The distinction 

b=J.Sr""d on leg3.l forms oni'lblGS us to pl.~c ~ capi t-'11 s in the 

bierar.chy rc:lativ-c:ly easily, though the existence of gl:'oups 

of c::nterprises und<3r. · com·e~on contt:'ol l:'c~quin~s our criterion 

to be used with som~ C1.1:'2 3.nd knc»1 L:!dge of these connections~ 

In the third 0.nd fourth chwtel:'s, Hhich constitute the 

second P·"'lrt, >·Tr; 'ln"llyse the structuc~ o+ sev'~l:'-'3.1 ini.ustl:'ies 

in Hhich units of small size PI:'eJomin.'lted. He: conclude ':h"'lt 

at the beginning of the p:=riod pr:eceedinq thr; formul"ltio:J.· of 

the: S~cond Five: Ye3.r Plan, the system of commodity produ·::tion 

subor:Jin3.te to merch"'lnt, ."'lnd sometimes to usul:'er capit.=:J.l, w.'ls 

the predomin.=mt stl:'ucturo in these~ industl:'ies. In specific 

cnses, in P'1rticular in the h3.ndloom industrv, C·3.Sc~s of 

"karkh'ln'3.s" in which the capi t<'llist had risen from the cmks 

of th.3 produce!:' were also to be found, though here too th~ 

r'3.W m-3tet:'ial and m=:J.rketing ncot»Jorks '~-'1er:e domin~t8d by merch"l.nts. 

vHthin th2 thc;orc:tic3.l framr~'-'TOrk provided by the ·fir:st 

p:J.rt, <1nd the •::mpirical b.=:J.Se provid<3d by the :J.nalysis of the 

second par:t, the thir:cl P·3.l:'t '~x.'3.mines both the evolution of 

the small indus tries policy and its devslopmc:nt. In the 

fi "'=th ch'1pte r of the thesis and th''= first of thr:ec:: ch"'lPJ~ers 

in the thit:'d P=J.r:t, we examine the vvay in ·1:rhich the d'~velopment 



lU 

str "'l.t~gy to b:! follOtJ od by th2 countrv 1ft~~r independence 

w :ts rofin ·d :J.nd 2l:J.bOJ: 1ted in th2 cours2 of the n 1tion1l 

struggl~. Th2 d2V!lopmP.nt of the conc~pt of pl"'l.nninq is 

d;.;scrib2d, qn-j th2 positions on pl3.nning t"lk-::m by v1rious 

str~t1 "lnd cl1sses "'l.rticul,ted. 

In th2 next ch-=tPtGr, th2 b.·.ro other historic 11 compon~'lts 

of the policv :1re '3.n 'llys.;d. Th2se 1re th ~ influenc~ of G1.ndhi.1n 

thin~in1; md th:! measure t1ken by the Gov.~rnmGnt of Indi-=1 to 

comb1.t educ1t2d un2mployment through th,~ P.ncoUJ:1.'J0m :m t of 

small sc3lo 'IDi ts. Although these efforts w '!re feP.ble, they 

wr~re responsible for crco:tting q clim'lt~ in v1hich sr:n.l1 sc1.le 

production t.:J "'l.S 1. rccognis...:d 1ctiv i ty, :J.n d v.u;r ~ influenti 1l 

for this re1son. 

Ind ~D,~nd ~nc.; qnd the forml.lis 1.tion of the ol "lnning proc~ss 

led to the int2gr3tion of these thJ:e3ds, md to the stru~gle 

between th2 "mod2rnisors 11
, iJ.nd th::-~ more tr1dition,_l S.=J.ndhi,.ns, 

ov2r the sp-::cific roL~ of sm.-'111 sc<..lc or:oduction units in :::t 

long term view of the economy. Circumst1ncas l·rhich 1:1,~ 1.n1lyse 

in some det"!il in ChJ.pter VII, led to the i'TIPlicit rejection 

of the S1.ndhian 'lPPrO:lch, in its subst:J.nce, 1nd to:7"!rds 

me1.sures to encour"!gc the modernis1.tion of sn1ll units 1lre~dy 

c~xisting; md to the inj<~ction of nevr sm1ll units into the 

inlustri,.l sectoJ:. The rhndhi1n leq1cy continu~d in th.~ form 

of the Kh"l.di 1.nd Vill1ge IndustJ:iGs Canmission, ~'7 h ich ,,r ""J.S 

emp&ered to gcmt fin"inci"l.l "lid to units registered with it; 

but the Commission 1:em1ined aloof from offici"ll policv formu-

11.tion and was therefore un.J.bl ~ to protect the m1.J:k,=!ts of the 

industries in its c1re. 
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In th,~ fourth and fin"ll p1rt of ths thesis, we 3.ttempt to 

me 1sure th:: results of the Small Industr i>~s Policy, :::1nd the:: 

imP-1ct of gc~ne r'11 oconomic dev2lopmen t, on the gra,..r th of the 

sm'1ll sc1.l'" sector o v-Jr~ do this in Ch-1ptcrs VIII~ IX 1nd x. 

1\s offici 1.1 d-:1t l. 1-l.rgely folla'' th,~ distinction bGtJ,u~en th.:)Se 

units Hhich -1.t2 c;xempt from the provisions of the 1q4g Indi1n 

F."J.ctoriss Act, :"lnd the officially regist:-,red 11 factory 11 sr~ctor, 

vF) h-w.:; h"ld to follav suit. In Chl.pter VIII, ther·,fo!:'·,,w:; 

m1k:>, use of N"'ltional S.:::tmple Surveys, "l.nd the d'l.t'1 j_n th:::; 

Economic Tables of the popul..,,tion c:,nsus to '"X"lminc~ ch"l.nr:;::s in 

the prec"l.Pitalist and sm'1ller capitalist units in the unrsgis

tr.:r3d sc::ctor. 

The NatiOnl.l S1.mpL: Survey d1t=J. ref:~r:-s to the unr-.3qistered 

s::;ctor "iS '3. v-1hole, 'lnd it is not possible to br.:::-"lk darn1 the 

dati'l into th2 pre-c"l.Pit.J.list sector on the one h"l.nd1 'lnc the 

Sm;::J.ll caPit~_iis£ S.ibtdr bh th~ tH::he'L HH.Jevdr; 6ri th3 Hhdle; 

':Je find ·-=t decline in unr:egistered m-=tnuf:J.cturinq -=tctivi ty on 

th<::! b"'lsis of the surveys, and .~n =J.n"lloqous decline in employmen~co 

HovJevei:', =.tS the fA.l],. in employr.tent is proportion=.ttely lr.:ss ~th'Cl_n 

th,3 f.-=tll in thr3 numbp!:' of households undert:~kinq m"lnuf"lctucinq . 

activity, there :J.PpeJ.rS to be a sme1ll increas2 in tha wor)<fOI:'c,; 

pe I:' m3.nuf.1cturing household. 

The populqti~n census d:1t'1., ~-1hich we :J.n.-=tlysr:: v1 ith du<~ 

reg"l.I:'d for conceptu~l ch."l.nqc~s, r: .?fer only to the househ~ld 

OI:' precapi t:J.list sector, and h:=re v.r .-:~ fin :I 3. very sh::trp f<=J.'l.l_ 

in employment. 11'h.:J.t is of signific"'lnc.~ is th8 f::tct th"lt. th2 
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proportions of hirud 3.Dd fqmily 1-s.bo'.lt" r.em1in "'l.lm-st t~1':: 

s.qm2 inspitc of this l1r:gJ ch:.n'J.:_j in th ~ toto.l numb~r (JI 

work::~rs. This Hould imply th1.t t:h3r- ~ ~1"'l.S b~en "'l. cl ~at. cue 

d-=str-uction of household 11'1-mu::"lctur-in'] "'l.ctivity, v1ith i-.nn-,~ 

th:~.t pr,!Cl.;:>it'llist pr-oducr~rs, to h~ found \'li thin th; r'lnks 

on 3.n 1bsolub.; bqsis. 

by 27 l"'l.khs. Br.J;:tking da.vr- thr:: c-f•,ittlist sect:or ir;tc -(:~1 ~ 

by.,. the us2 of F-:cctor- i~::s Act d'lti, ,_, 2 find th "'it thc-~qh th_, sh1r::: 

of eMPloyment in t'ha unreqis::.er-e:l subs:!ctor qS "1 vJhol~ l·ns 

incrc 1Sed, in most individ<nl industr-i~S, itS prooort~:.O;-: r.'lS 

Thus .Jvcn in tor.'TlS of sh'lr2 of emplovm"n t:, 

1 'lrger units in 3.n industr" domin "'l.tc. 

.J---, .;) 
l' -

smr:~.l1 "'l.nd medium smr:~.ll c1pit-1.1s, -1.s d2fin2d in Ch"'l.pt2·:: II 

the oth2r C1Pit'l1ist str-o.ta. llc find th""lt th~ sm=tll:-::r 

sh~re of th2 \oiOrk force sul;stqnti "'ll1v. 
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Fin "111 y, in Ch,qpter: IX, 1'17 e 8X.'lminr~ thr; · gra-r th of ·th<~ 

home m=tr:ket in terms of the gra,rth of units m"t1<::ing us~ of 

modern energy sources. vJc_~ Pr•;sum:~ in this r~xercis·~ th1t 

units v-1hich m:3.lm us.~ of these sourc'3S "1re likely to use 

amodern .. me::~.ns of production. P,3 find thJ.t by 1q'71, 3 l:J.r::Je 

Proportion of cv::n those units Hhich employed' less thqn 10 

persons ~1er 3 mqking use .of <e>h:ctrici ty or liquid fu""l: A 

subst1.nti=o.l nnL'ket. for modern inputs and m"l.chint~ry must 

therefore; h1.ve been crc~ated. 

In -Ch.'3_pto r: X, v1hich concludes the m1.in body of the 

-th,::s is ''' e cons Lbr -'lSpr--;cts of the sm3.ll indus tries pol icy 

sp"'cific"llly conc~~rned, in our viev1, "'' ith th;_~ probl~m of 

pr ogr amrnes _ ,qgqinst entry by incligibl::; per: sons qnd fin =tn~:i-=tl 

int:;;rests. TrJ!c ;xamine the issur~s of .J.n appropri-:J.tr::> .dP-Fi·"'it:iC'!'. 

for small sc"l.le units, the comnon r~spons·.= to this by en-!:r-2-

pr:~neurs who uspli tu thair units, and th--:! controv2rsy over the:: 

=tncill=try development pr:-ogr:-'lmme. Thr~se -3.re ·all issues ·--:,quir:inq 

.:J. sociologicJ.l investig'ltion and -o;-re "lre un=tble, on the b1.sis 

Of the i.~Vid-3nce 3.VJ.il "lblc, to re=tch "'! fi r:-m conclusion 'lbout 
', 

th~ success of this aspl::ct of pol icy. It dor;'!S, hci-1 ev:er. seem 
-
' 

to us th"lt the base of .entr:.:.~pr:-c:•neu:rshiR has be3n subst . ...,nti l.lly 

widened by the combined operation of the progr;<:J.mmes cmd of 

mor-e gener:::.tl forces 3.t work in the economy. 

The str-engthening of c:::.tpi t:l.list str-uctur---:s in ·the-

course o.f c3.Pi t-"l.list development, and the destruction of 

prc;c"l.Pi t"l.list production, 'lre both fe=tturr;;s vJhich ,_re 
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th.: Indi-=tn cont~xt. Kcu !Ver, it is .:;:u-=tllv unsurprising 

th 1.t in t~l! 11. b: 197 Gs, 'Lmd;:::r th--. 1eqis of the Ge.ndh L>.n 

i J ;olo:r~ procl1.i:ned by th:; Jqn1.t"l ?'l.r-ty, ther:-P shoulc'l 1<'-vc 

b, ~n 1 r:- 'sur:-qeno.:: of d ;bl.tc 3.bout -:h: cont.-~nt of StTI3.ll 

industri;s policy. Our cGnclusion in Ch1nter XI, 'Kxr;-,~cr. 

i3 th1.t \'hili; som2 import1.nt points y.r ~r:-2 r1.is:.::d in t:>is 

-::l-;b1t~, 1.ctivc sup .. Jort to th,':! sr:~"lll comr:~olity prorlucc:L' 'n.s 

J.::.:.:n sho·•n by experience-:.! to b;_; inf-:1.siblc. r:::'h; v,;ry r2rir1 

coll,ps! of th:; G-;.ndhim ooint o-t: vh:~-r qnd th:~ stron~r~ it.~r--1-.. 

tion of th.:! pr ;v1iling id.;oloJ-.r of c1.ryit1.list d'!W!lopmcn~~ i:"' 

the l1.t .. ~st, 19'30, Industri 1.1 ~olicv st1.t•"!m,_mt t-;Ould 1.PP ;:J.r to 

provid..:: frr~sh -~vi::i:;nc<"! of th;; inf ·1.Sibili t1 o:: ~rot ;c"=i.r:? 

pr;c1.cit1.list str:-uctur's 'l.J3.inst th; forc,~s of C1.Pic;:'J_liet. 

':lev- lopl"lent. 

It ~,rould 'l~P..::1.r:-, th.:m, th1.t tl;; Clns.rr;r to th::; qu'3s·cion of 

wh"!th.::r th.:: sm1.ll industri::;s policv h1.s bc..:m 1 succ~ss. can b:; 

SJ.tisfl.ctorily ::tns:Jerud onl7 in r ,l1.tion to the loqic ci:' 

c1.pi t rlist d :N.;lopment. i'li thin this lo'Jic we would e).rpect ·t:h2 

~)Olic·r to encr:ur1.ge sm1.ll Cl.~~it'3.list pro:iuction ,,rhich, =tS '\>!2 

h"lVC ScC:!n, h··s ba~;n 1chi2v :;:::1. To exp.;ct th:.! polic·r to s:u-;::-por-t 

SM'lll commodity Pl:'oduc.::r:s, '1nd thcr?for.; to run '3.g'1ins:: th.:: 

lO::JiC of th," di ff ..;r ~n ti --ttion of thcs 3 produc2r s, or: th0i r 

vrhol,•sj_l:::; Pt:'OL::!t"l.ri:nis,tio::J, would b'! to misr~ad th2 -; 7 ~r-v 

1o,1ic o£ c 'Ci t'1list d-::v.~lop!TI2nt. 



CHA.PTER I ---------
THE CONCEPT . AND THE OR IG ll-1 OF AN INDUSTRIAL CAPIT.AL -.:-- ----... ··--- --- ------ ___ ..... _..,._~_ -----...... 

I.l Int~oduction ------------
Jvl~rx had laid the b3.sis for .:::~. sociological study of 

capitalist society in t·~v~ first volume of Cat?i tal. 1 soci~l 

p~ocesses which wer2 observe':l in such a society could be 

unde~stood, in his vi3:<J, only in rel:'3.tion to the fundament~l 

social groupings v-,rhich arose from the economic b:1sis of the 

society. These fund3.men tal gr-oups v-n~r~, of course, the 

capitalist class as a whole on th<_:: one h:::tnd, and the ,,ror~dng 

class on the other; and the .c!ivis~_2E! beU-..1een the tl:rlo q::-o-ups 

" ori-::rinated in the fact th=tt th~ c:J.Pi t:J.list class, as the 

personification of capital in the form of the me:::~.ns of 

production, had monopoly contr-ol ov~r the oPpottuni ::.i.0s open 

to the Horking class for- its a,rn c~pr:-oduction. In ocher 

words, the working class had no other:- access to sour-ces of 

L Kar-l Ha~x Cap:h_t.-~_yolume I (P~og~ess, Moscar.J :nd). 

As He have pointed out in the int~oduction, the 
qur~stions we sh:1ll :::~.ttempt to F:lnSI,.,e!:' in this work 
concern the n-:J.ture of inter=tction between social 
forces, specific policv measures introduced by 

{
the State, F:lnd the evoiution of the industr-ial 
structure. These =tr-e essenti.=tlly. questions of 
political economy, defined by Lenin =ts follo:.r s: 

It is not with "production" that poli t ica1 
· economy deals, but v.Ji th soci::1l relations o-E 
men in p!:'oduction, vr i th the soci-=11 system 
of p~oduction. Once these social relations . 
have br:!en ascel:'tnined :::~.nd tho~ouqhly an.1.lys:::d, 
the Place in Pl:'oduction of ever:y class .=tnd. 
consequently, the shal:'e thev get of the n~tional 
consumption, ar-e ther:-:-"by defined. 

V I Lenin The Development of C,.pi t-:::tlism in Russi-=t 
(Progress, Mosccw~1964),--p.63 Z8mphasis in oriqina!7 
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livelihooj th"lr:. ~h=J.t o"ff~r:ed to th-:=m by c<Dit1.l i_sts, in 

r·~turn for: the <:cmsf"::r .to c3.pit:1lists, of ":lroprietor:v 

ri?hts OV3r th""'ir l"lbou~ po;.~~r for 1 su;cific dur=J.tion. 

origin'3.te in the rn-:!re d.2.),;:md2nc..::! 0f the i•Tor:l<inq cl1ss on t:1e 

c=.~.pit=J.lis-cs for their sourc'S of liv~lihood; for:- in fact c~<e 

his o..vn reproduction. In l11.r:-x' s \··ords ~ 

C=.~.pit1.l presup:->os:s ~·~~'18-l"lbout 1.ndw~q2-l1.bour 

pn;suppos;s c1.Pii:1.l. On:; is "1 nccess1.r:7 condition 

of th2 other; ':h~~y mutu.1.lly c1.ll each oth~r into 
. t 1 2x1s cncr.. 

The crux of th~ conflict l:ty in the n:tture of th~ cor'1~od:i.ty 

-
dur1tion H"l.S to be such th1t th2 vorkr.~r pr:-oduced cornoc'1tirco3 

of V"llue equql to his y.1 1q2, ~.1hich w 1s pr.~sumed suffici :nt :::::-":' 

1. I( :u~::.. : ;3.rx, Capi t3.l, Vol umr. 1 ~ Pro'}r:-ess, HoscCN' · n:i) 
fn 3 p.542. Har:-x J.lso ret2lls th; storv of :1::-.P~r::.:., 
who took £50000 1.n 1 3000 '1.-rorkinq cl =.~.ss p·2rsons :.'ro-:
Sn-:rl'3.nd to \ustrl.li.-=t in the ~xp;ct..,tion th1t "'' 
indi vidu'"ll -;n tc'! r:prisr: could b,~ cst"lblished in ~us"::- ~l .. _" 
irrespective of th~ socio-economic form~tion th2r2. 
On arriv"l.l in Austr1.li~, P~el found th"l.t 1.ll his 
wor-kiT.en desert.:d him, L~1.din·1 t1::1rx to com'lent ..;"1qt 
Peel's chronicl1.r "' qs forcr>d to r:-;'llis.-; th1.t ''c-:..nic·~.l 
is not 1. thin1 but ~ soci 1.l r:el "l.tionship h-:=b•7 3~n 
persons". C"!pit=J.l, yolumc: 1, p. 717. 
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different-• S 11Ch as the ability of thP. Porking cl.3.ss as ;:~. 

~A! hole to lind t the number of hours, either throuqh collective 

action or, as happened later, throucrh leqal enactments by 

the Statf:~. In any case, the ext<=.!nsion of the l·rorkinq day 

beyond a point necessary for the >·Torker to reproduce the 

· ·value,of his labour P<J1..1er was nec':'!Ssitated by the need for 

creation of surplus value, which 1ras required by the capitc:tlist 

class for its personal consumption. In the process of 

.~xtr:~nded reproduction, the surplus value was conceived as 

consisting of two parts, the additional part utilised by the 

capitalist class for accumulation, or productive consumption. 

Thus the two classes were antaqonistic because of the nature 

of the social relationship betl..reen them and the conflict 

over the appropr-iation of the value crP3.tP.d. The attemp"cs l 
by the ,,;rorking class to increase its sh-3.re of this value le<'l 

to struggle 'ivhich V! as the principal elemr~nt behind the d\~na.11ic 

for:w ard movement of capitalist society, -through the precesses 

of capital accumulation; but concurrently, the experiences 

gained during th·s strugqle would lead t.he v;r orking class to 

qreater consciousness that only by the overthr:a.,r of the 

capitalist social order would the'l achiew~ a socie'ty free of 

In the analysis of the capitalist mode of production, the 

individual capitalv.Jas the core unit of the C'1Pit-3.list .:.ocial 

system. The ca:Pi tal in question '\rT as linked to other::- caPitals 

bv economic relations thr::-ough the .. processes of1 capitalist 
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competition; by t3chnical r~l~tions due to the SGecific 

tP.chnoloJY embo :iied in the T'l·-:.=J.n > of ~ro"iuction :tt its 

C0ffi"1=ind, md by soci :tl rel2.tionsh i?s through the m.odi "ltio'1 

of person~l r~l3tions of the capit'3.list class itself. 

th~ f"lct th1.t th: conc~ntr1.ted m:ans of production in qupsdo1 

o£ the me3.ns of -rroduction vdth 1. corr:spondin·1 cotnm'3.nd :Jv~r.-

1 
1.rmv. "-

this concept of 1 c.=J.pit~l, for our purpose is fin1.llv t~ 

identify ch "ir :t~ter is tics \-'hich c0uld help to locqte t'Ie 

forms in Hhich industri1.l C;ipi':."'llS exist v7 ithin the Ind:,.. . .n 

soci"'ll form"'ltior. 

It is preciselv the need to i~ol1.te industri.=J.l c~ci~ lQ 

fr on other for:''S of c1.Pi t"'lls th 1t roqui res this dP.v=lc;r~ 3·-:'.: 

of the concePt of 1 c1.pit~l. For in the Indi~n soci1.l 

formation ther.- ~ :~re -.;conomic -1.ctiviti2s Fhich industri ~J 

c~pit1.l h~s not yet subordin1.ted to itsel~. Surplus 

extr "'!Ction in tl-}"'se c:~sr;s mav t~ke pl1.ce throuqh do"lin 1: :.o·~_ 

1. I~arl ::1.rx, C:tpitil, Volume 1 (Progress, '1osca.r ~rc.) 
p.585. Cf. 11 

••• the-size of Pl=int is .'3. CO!"'lpm1rC: 
of c1.pit3.l 1.nJ l1.bour. Hhich 3.re in it coMbined a~ 
f"lctors of ?reduction. 11 l·J. B3.ld:tmus nHech1.:1is.q·:~ 'X-r 

Utilis"ltion, :tnd Size of Jl~nt 11 Economic Jour:1=>"'_ 
L:~~III ( lgl) 3) I 1. 
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bv mercha.nt or- usury C:1Pit:1l, or as ~1.:trx put 

t[le form."J.l subvention of l.':lbour: to c1.pi L1.l. 1 

it, thJ:"ough 

This is 3. 
1~ 

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

thr:> basis of concrete:: evidence 0f sur-veys of small scale 

production; in this ch1pter we :::tr'~ conc=rnedi·Tith (;,:::tpitals 

which :tre industri1.l C3.Dit1ls i.:::. HhGre the re'll subventi.on 

of labour h1.s t-,_ken pl :tc:'; o H'e "l.l:e therefore conct=ntr'1ting 

on those c'1.pit:J.ls for which~ 

o o. not only C.h::: appr-opriation of surplus V"l.lue, or 
surplus product, but simult"l.neously its crr~"l.tion, is 
·"1. function of c::tPital. Therefore with it the Cl.Pit~.
list chJ.r::J.cter of Pt:'Od-qction is a neo?ssi tv. Its 
'~xis tence implies the cla2s "int.::1qonism b--::U.·r e<:;n C·"l.Pi t-;
lists 1nd wag<~ l:tbour:et:'s. 

The lctt:'q·:r t:'8ason for distinr}uishing industt:'i-'11 ft'om 

othel:' forms of capital is pt:'ovided by H.arx in the immediJ.tely 

follovJ ing sen t::ence: 

~['o the extent that it sei:;;es control of soci'11 
production, the technique and social organisation 
of thz labour process are revolutionised and v-~ith 
them the :;conomic~histot:"ical type of society. 

----------·--. 
1. This asp:::ct is discussed by t1;:=:u:-x in the Ch"l.pter on 

-'\):)solute and R:;lative Surplus V:'ilue,· in Volumr~ 1. 
Se2 also the app::;ndix entitled Results of the 
Immedi3.te Proc-::ss of Production in the-Pelican 
editiono-f Volume 1 of Capit;-r-(Penguin,· H3.J:"monis
w orth~ 197 6) • 

2. Y:arl ~-h.rx, C~"ll, Volumr~ 2 (Proqu:ss, Hosca,r:;1'171) 
p. 57. 

3. Capital, Volume 2, p. 57 • . ~..;;;.,.;;;...;;;.;=..--.... -"-,.... ___ _ 
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Identific"'!.':ion oc th~ str~n'}th of inclustriJ.l c-oit"lls 

of th·~ C"lPitJ.list mod2 of production (,.,h;ther in inilustrv 

or in qg:::-icul tur .;) m"l.y be d.~t-~rnined, J.nd J.S v'e -:tre concar"': ~d 

inv; . .;stig1.te th_• nroccss by 1.1h ich soci -:tl pro-iuction i:1 this 

the Industri-:tl CJ.Pit"l.l 

evolution of an industrial c::1.Pital. mh~ first is t'1~ 1.ccu-

mulation in th~ form of t"''onev, or of commoditiBs, of P.xcr~n~e 

vqlu~ sufficiP.nt to catP.r to tr~ requirP~~nts of anv=tncinq 

both constJ.nt and variabl~ caPital. Th~ second is the 

evolution of th':! 11 collective working organism" which is "':he 

form in whic'1 t:1e inJustrial cq::>ital actuallv exists. 0.'1V 

\··h-=n a mass of value f'inds expression in the collective 

\·Torkin] or-g3.nism of a capitalist type, does the mass in , 
question bec:ome an iniustrial caoital. Conver-sely, as ~ .. r= 

:)ointed out e'lr lier, the definin'"} .-:haracter is tic of an 

industrial c.:~.pi t1.1, that of creatin~ surplus v~ lue, postul=:tes 

the exis b~nce of a FOrkin J org.1.nisation embodying the 't·iorker-

capitalist 1.ntq~onism. 

The -Jenes is of tt-}a capital, i.e. the process of accumu-

13tion whic:'-1 takes ~lac~ outside the sphere of c:1Pi ta list 

pr-oduction occurs ir. u-ro v1avs. The first is through t"te 
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qra"' th of mer chant capi t.:tl, 'i·.Jhich cr~at~s a r0 le for· itself 

t;hrough the separation of the circulation process :Er:-om the 

exchan<JinJ pcoducer-s at either- end. 1 The merchant accumulates 

throuqh the exchange of noh-eq:Uivalents, buying cheap and 

selling dear-. The _i?e~ method of accumulation takes place 

with the transformation of the individual producer of use 

values, throu'Jh the tr-ansitional stage ·o:f cotnmodi ty pr-oduc~ r, 

to thi=it of cCJ.pi tal ist entrepreneur-. In this case the accumu-

lation takes place concurrently 'itl i th the evolution of th,~ 

pr-oduction organisation itself, so that the ~r0 aspects of the 

development of an industr-ial capi ta..l pr-oceed orqanicallv. The 

sur-plus pr-oduct \·lhich forms the basis for- accumulation is 

generated in this case thr-ough increasing productivitv, which 

reduces the nec<3Ssar:-y labouc time for the pt:"oduction of ':he 

commorii ties in question below the ~ociall v det:~t:"mined labout:" 

time. 

The tl}ird aspect of the dev·"lopment of an indust1~i21.l 

capital is the continued application of the accumulated 

exchange valuc':!S to the pt:"ocess of pt:"oduction. In esser.ce 

this is the defining charactet:"istic of industt:"ial capi~al 

seen ft:"om the point of vic~J of the cit:"culation process: 

The b.·JO forms assumed bv capital value:; at the 
vat:"ious st.:tges of its circulation are those cf 
money capital and commodity capi t:tl. The form 
pertaining to the stage of pt:"oduction is that 

1. Mat:'x discusses this Pt:'Ocess in C~pital, 
(Progcess, I-1osca·J ~ 1971) p. 328. 
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o~ ryro luctive:: Cl.Dit 11. 'fh·~ c~oit"3.1 v7hich ;:tssumr;s 
thes; fr-rms in thP. r::ou:::s · o"' its to'.:-=tl circuit 4n: 
th;~n l2scards them and ir~ ~ -=tch of th2r:1 De!:" forms 
the function correspondir.q to the ~~rticul~r for~, 
is industrial capit~l, industri-=tl h=r~ in thP. sense 
that it comprises 1 :~v.:!ry br=mch o-F industrv run on '1 

c~~italist b~sis. 

'-'he _t:!1i~~ aspect is th;m the~ actual usP. of the acc:r:1u--

1-=r:.ion of V"ll u; in the "iroc."s 3 of Dr:oduction. For Parx, 

the tr-=tnsitior. of rnerchl.nt c1.;Jit'll to industri~l c3.Pit'1l 

':'h '! tr ~ns it ion frnm the f:-;ud 1.1 r10--lc of pro:luction 
is tv 0 '"'e>ld. Th 3 producs r b8con:1es rncrc:h:=mt "3-Dd 
Cl.:?it1list, in contr1.s~ to tit~ rnt'Hll YJricultur-:1 
economv :md the 1uil , bound h ~n 1icr'lfts o+= the 
r1edieV'll ~rb1n injustries. ~his is th; r2l.lly 
r~vol'ltionising p1th. Or els~, the r12rcr.1nt est"l
blish ·s -J.irect Si' TT ovsr production. Ha-Jever '"'lt::.ch 
this s~rv;s historic<1lly as a steppin1' stone •••• 
it c.1.n'iot 0y itself contribut;..-. to the ov~rthrcv 
of th>: old r:1ode o-+= production, but t~nds r"l~her to 
praserve -=tnd retain it as its ~rP.condition. 

As our purpose is to ~·s tim.:.1t.:! the extent o-F develoJ;:r:l~n t 

of intlustri-=tl Cl.p:.t,.ls, we h.::!v:; n~c~SS.::!rilv to eX"lmin.e th2se 

whether they h'lve qravn throuJh the ''r,~volutionisin1' D::or::;ss 

or not. l·"p \-I ill th8r eforR discuss the pr-ocP.ss of thi.s 

tr~nsform"ltion in 1'r,:nter det1il. 

1. C:~ni t~l, Volume 2, D. 50 

2. C'lpit3.l, Volume_},, p. 334 
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In his HOI:"k on the dev ~lopmen t of RussL"l.n ca.Pi t-:1lism, 

Lenin h::td fut:"thc.:>x \.7orked out the pt:"ocess by which industt:"L;.l 

"'l.Cti vi tieS We r:3 fi [St Sepa_t:".::tt2G ft:"Om. ClC)TiCUl tUt:::; 1 ·::tnd then 

bec.::tme incr:easin9ly specLJ.lised, with division of l::1.bour 

taking PlJ.Ce within br 'J.nches of industry, and v.1 i thin indi vi

du."'l.l production units. 
1 

The v=1l ue composing the ca.Pi tal 

"'l.ccumul3.ted as the division of 13.bOut:" with in the br anchr;;s 

of industt:"y evolved, a.nd bt:"ought about orqcmis::~.tion."'ll 

evolution of the structure of the units Hithin the indust::.v. _, 

Six structUI:"J.l st.J.ges h3.d be:.:m identified by Lr~nin, of 

Starting vl i th n::1.tur-a.1 Pt:"oductiq_!} v;hrJI:"e th2 fl.mily or- household 

units' nort-,3.gt:"icultut:"i3.1 n::quir:-ements w.et:"e individu3.lly produced, 

the pt:"oduction structul:"'~ evol w;,d 'co include: 3.rtisqn pro(Juction 

wher-e specific households might spr::>cia.liss in i terns t:'equir-ed 

E.f._Q_duction on a sm:3.ll scale, usu:1lly the medi qtion br:;tv., ,~.:.r. 

1. V.I. Lenin, The De~!lopment of Capitalism in Russi2, 
(Progc~ss, :·(osc.e»J; 1i67). ---.---·--·--

2. Buch ').n."J.n used a scheme involving four sta.rJeS -
usufactur-e, retJ.il handicr~ft, wholesJ.le handi
Ct:'aft, and centt:""llised production - to cl-'3.s-si:cy 
V'3.rious st-'lqes of evolution of IndL'3.n industrv 
in the nineteen thirties. This schr~me is simi::..c:.t:', 
in many w ::1ys, to Lenin's. 

D.Ho Buchanan, The Dew~lopment of CaPi t3.listic 
Enterprise in India (nc~-v-ed.) (Fr-r:t~k C~ss,
Lon-don: 1966), Ch'l.Ptet:' ·vr. 
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pr:-oduc~r "1nd TTJar;cet ta' i.n r Pl':!.ce thr0uc:rh the ajencv o-F 

Simple com..,odi ty Production then d""7c;-

o-F the b-:o pr-ocesses described ear lie::- i.e. ~ i ther the 

com"1oditv proiucar, or th~ merchant, tur:ninJ int0 an indus--

tri3.l capitalist, enplovin1 hired 1-"l.bour \'Orkinrr on tr.·~ r.::t·' 

mate: i. 1ls an j u i th the instcur.ten ts o-~= l .abour:- p r:-ovi J.e i 'a-.r the 

caPitalist. 

On the "tasis 0f his analvsis o~ the hous~ to hGu ..... :: 

c~nsus of hanJicraftsrnen in the '1osca; Gub<~rni'3., Leni:-:. 

r:-ee1ched bJo important conclusions. The fir-st •·1as '3.1-:JO,l': 

th~ r-ePlacement of family labour by hired labour as t~~ 

tot1.l labour force of the unit incre.:1sed i.e. '"},a'"'1ily 

t • II • th h b • f= • t 1 • t • I 
1 

coop~ra 10n 1s us t e as1s o_ ca.p1 a 1st cooper a 1:::-:_. 

'I'he second concerned the r-~lationship betl·;een the size of 

the capital, =md the form in vJhic~ the •")ropr:-iPtor himc;el_" 

too~ part in the enter-prise: 

Ph~th~r he himsel-F is a \lOCker, if his c1pital is 
still ver:-v small, or '>7hether he ?iVPS uu wor'<ing 
himsel~ and specialises in comTTJercial or entrepre
neur functions. "One can establish a connection 
beb·'een the position of the v-rorkshoP a-rneL" 3.nd 
t:.he number of his v.roL"1<eL"s 11 

-- WP r-ead, -For ex.:1mple, 
in a dPscription of t'!e fur:-n iture in:iu.stry. "~h"" 
employment of 2 or- 3 i 7 0rkers provi~es the proorio~or 
·pith sucl--j a small sur-plus that he h.:1s to vrork .:ilOnj
si:ie of them ••• \_The employment of ) v'Orl<ers a.lre1.d.v 
giv~s t!-:e pro-or-ietoc enou<Jh to enable him tG give:> uo 
!"'lanua l labour in some measure, to ta"l(e it easy so-t~-

1. Lenin, op. c:_i_~., p. 3SS 
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what, and to engaqe mainly in the last bra business 
functions.n (i.e., purchase of materials and sale 
of goods) • "As soon as the number of v.r age ~,rorkers 
reaches 10 or exceeds this figure, the proprietor 
not only giv~s up manual labour but Practically 
ce u.s,~s to super-vis.~ his '-"' orke:rs ~ he appo int:S a 
for:-eman for:- the purpose.... He na,,r becomes a small 
capitalis-t, a 'born master' ."1 

'rhe development of capitalist entrepr:-eneu.r- is ther:-efore 

lo0ically dependent on extent of the surplus per worker. 

I-1arx had analysed the relationship in the folla111in'1 manner:. 

He arqued that a lrorker in possession qf his a~n means of 

production ,,,~ould typicc-1lly need to HOrl<: for 8 hours in order 

to produce his means of subsistence; the capitalist on the 

other hand who makes him do-:: 

Besides these 8 hours, say 4 hours sur:-plus labour, 
r:-equires an additional sum of money for fur:-nishing 
the additional means of production. On our- sunpos i·· 
tion, he»Jever:-, h?. vi'Ould havR to emPloy b-ro labourer:-s 
in or:-der to live, on the su1.:-nlus value appr:-ooriClteG. 
daily, as well as, and no better- than a labour:-er:-, 
i.e., to be able to satisf? his necessarY v-rants. In 
this case the mer-e maintenance of life would be "":.~ -
end of production, not the increase of wealth; but 
this la.tter is implied in capitalist production~ 
That he mav live only t'r ice as \'"ell as an ordin.::tr-y 
labourer, ~nd beside-s turn half of the su~;plus--val-c~ 
pr-oduced into capital, he HOuld have to raise, '' i th 
the number of lab2urers, the minirnuPL of the capitaJ. 
advanced 8 times. _ 

The question which remains un3.n81rer-ed by the analys-Ls 

so far:- is \vhy should the capitalist not continue to use his 

o.vn and his famil'! l.Clbour, in e"lddition to hir-ed labour, thu.s 

r-educing the quantum of variable capital to be advanced. 'I:1e 

1. Lenin, O£. cit., p. 361 
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ansv1er to this is provided bv the demands of coordin-1.tion 

dictated by the \<IOrk situation: 

All combined labour on a large scale requires, more 
or less, a directing authority, in order to secure 
the harmonious wol:'l<.ing of the individual activiti~s .. 
and to perform the general functions that h~ve their 
ori1in in the action of the combined organism, as 
distir.JUishe::l from the action of its separate organs .••• 
The work of iirectinq, superint~ndin~, and adjusting, 
becomes one of the functions of ca~it3l from the 
mom~nt that the laboul:' under th~ control of c~pital, 
becomes cOOP8rative.1 

Th3 reason Phv the cani tal ist and his familv ::tre qraduall', - ~ ' 

removed from active work in the production orocess is thus due 

t0 the need engendered by the scale of operation, of persons 

tn control and coordinate the production procqss; in other 

words, th8 elaborate scale of oneration requir~s the dev~lop

ment of supervising occupations. 2 

1. Capital, Volume 1, p. 313 

2. In his study of small business in the Unit~d Stcttes, 
B D Hollander makes a distinction between "little" 

· bus in'3ss and "small busin~ss" in a anr:tlogous manner. 
He says: 

'I'h3 bor-derline bel:l-1 e~n "little" business and 
"small business 11 comes as th3 number of employees 
and the asset size of the firm increase to the ~oint 
at which the avner- becomes pr-imarilv a 11mana'"jer-'', or 
must hire a manager. This bor1erline is necessarilv 
impr·?!cise and differ-s ~,, ith the nature of narticulr:tr 
businesses. But because of the usefulness of "little" 
business as an analytical J.istinction, '"'e \-till att~mpt 
to ;iistinquish it in this study wherever oossible". 

ED. Hollander et al The Future of Small Business 
(Praeger, Ned York:lg67) pp. 6-7. 

In England, the Committ~e of Inquirv on Small Firms 
had, in their Report, acC8Pted the distinction made 
by Hollander, though thev did not us~ it in analvsis. 

con-:::d ••• 
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v!!e can see th.::tt th2 proportion of family to hired labour 

is an important in.dex of the level of dev~lopm~nt of capi td.list 

relations, for it captures the essence of both the gtavth of 

the capit-'3.1 to a size v.1here vari.able and constant caPital of: 

sufficient magnituie may be advanced; and also the division 

of labour betl-veen workers "lnd directors of ii'TorK:. HONever an 

i'nportant development of J·L3.J:"X' s analysis takes place in the 

foll0·7 inq excer-pt. 

The minirnum of the sum of value that the individual 
possessor of money or commodities must command, in 
OJ:"der to metan1orphose himself into a caoi talist, 
chan,Jes with the different staqes of development of 
capitalist production, and is at giYen stages diff. 
erent in different spheres of production, ~ccordinc; 
to theiJ:" special and technical conditions.· 

The point is thc:tt as the OJ:"ganic comPosition o£ c2,pi tc:tl 

is different in different branches of-production at a q::..ven 

time, and chan }es v7 i thin these bJ:" c:tnches ov,:!r time, ..... 
1~,.. i.s not 

sufficient to de·termine that "minimum sum of value" as an 

average across all industries. Spcondly, because of"the 

rel"ltively more advanced natuJ:"e of a particular industry, 

the sum of value a·,rned by an individual, althoug-h greater 
I • 

than that owned by a capitalist entreureneur .in another 

They a.id, ha·leve L I hqve a S8PaJ:" ate chapter on :'The 
crafts'' wheJ:"8 th2>r dealt vith the full time self
employed craftsman, distinguishinq him from the 
small business~nan by the absence of employees,· and 
the COnsequent need fOL him tO undertake all the 
functions rP.quired in a businP.ss. r;r2at· :Sri tain, 
Repo.E.._~-~{ the ~~:nm~tt~<2.f.-~iry_£n Small FiJ:"ms, 
(Cmndo 48~{1-FJSO, London~ 197 2.'f': . 
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inlustry, nav still not be sufficient for c~pitalist oDerat~on 

1:' i thin his &n ~rea of proiuction. 

-
In this ~cnnection the point th1t n~~as to be str2ssed 

is th -lt u high vA.lU3 of inv~st·.~ent in instruments and s·1b ~?ct. 

o~ 1 "lbour do ~s not in i ·.self i:"l··)l v r.>1Di talist producti -:Jr 

r2lationa\··ithin th::- uni.t. For it rnA.V h3.DD~n th"1.t tecrc-.i~"l.l 

Progr;ss in a 3P•!cific branch of industrv hqs so raised t"h'2 

or1:1.'1ic composition of capital, that onlv corvnodit~,r ')rc.::J·;tio:--

r ath 2r th m caPitalist nroductior: is nossible, usin 1 cr- · 7 

fqrnily labour:-. \s :1arx says: 

••• in each ~usiness ther~ ~:xists, ~o'""'"'"t~nsurateFit:-o 
the dev:3losrncn t of its production, 3. normal mini 11'..: .• 

of invesL~<.l capi t.1.l P.Ssantial to maintain its ca'J"l.-· 
citv to comYo!te. This nor'l-3.l mini"1un qroils steadi·:_-, 
with the actv.1nce of ca')it":J.list prod:J.ction, and he'1::::2 
it is not fixed. There ar·:; numerous interme :'li-ltP. 
-;rades beb.·J een the nor-m-':11 nin imun existinq at anv 
particular time and th? av :r incr~asin'J nornal 
maxi 'llur::, a ne di um v-1 hi ch Pe r'Tii ts of many di-: fer ~n '::: 
scales of c~oital inv~stment. 1 

dominqte a p;:J.rtiC'L~la.r branch of industrv if th3 cap:.t.""'- -"""''aq-e 

labour anta7onisn do ~s n0t as vr:t domin3.tr~ th2 social r ~lation-

shins withir. tr.e industry. The actual value of th·3 re2.ns of 

pr-oduction na'/ well b~ qt:"eater tha::1 in another l~ss advancr~d 

branch of industrv, ru:. on c;qDit1list linAs, but thev no not 

yet cons ti tut.-2 c l~Ji t ::.l. 
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I.4 2mpirical Identification of Industrial Canitals --------- -------~------ ---------- --~-----

The process of d~velopm~nt of in~1strial capital 

d'-':!P""mds as ~<H; h==J.ve seen, on th'= one hand on the accumulation 

in individual hands of value sufficient to mePt th':! needs of 

advancing both constant and variable capital; and on the 

other, on th~:; evolution of social forms of production in 

\·,rhich wage 1 abour predomin.ate s, and the en tr e:oreneur conq:m-

trates on the managerial aspects o·f= the work Drooess. In 

establ i·shing the extr::nt of d~v3lopment of capitalist rele.tions 

in industry, the most riqorous m2thod ~,,ould th,3n h~ to deter-

mine the dominating form or forms of orqanisation of p:oduction 

v-1 i thin an industry, and then proceed to the question of whether 

these forms v1er-e capitalist or pr,:;capi talist in content. To 

do this we rv;ed to have data on the ""xtent of H age; labour 

as a percenta')e of family labour; the role of familv L'.bour:-

in actual production on the one hand, and in coordination 

and in functions r:3lated to production on the other~ and 

some indication of the value~ of the instrumRnts and the 

subjects of labour:- used in the proci.uction proct?ss. 

The lirnit2d empirical basis for such observ.ation is 

provided b-y data in the 1971 Census, and the Census of regis

tered small scale units which '··Ias carr:-ied out in 1g73. 
1 

1. Government of India, Ministry of Indfistrv, Deve-
lopment Commissioner:-, Small Scalr; Industries, 
Report on Cc==nsus of Small Scale Industrial Uni t.s -------·- ---- ------~ .... -( N 8W Delhi : 19 7 7) • 
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He \Jill fir-st CX'imine the national C8nsus data, and discuss 

th~ tr-,.nsition fr-om family ori·~nt2d units to waqe labour 

dominatej ones. h''e will coPfine our discus3ion to units 

v.rhich ar.~ sm3ll-=r than registered factor-ies (i.e. ;mplo--

less than 10 Forkers with th~ us•: of pa-Ter, :md lAss thc..n 

20 without oa12r). Th! Clnsus has m"l.d~ 'in Affort at sen?r~~ins 

units ~t diff2rent l2v21s of t8chnolo?V by classifying ~hem 

accordin'J to the type of motive: mechani srn Hhich is usP.0. T:12 

five sourc ·s of .~n=rgy ar:; :1 ~ctricitv, liquid fu3ls, solid 

fue lr; ( ~oal, 1 'Ood and bagasse) , othet:" fuels (v.r ind, .,, ate::, 

s0ur:c,~s, data 3.re provided for th.~ nu1-nber of "household!! ~EH) 

and 11 non-household" (t:HH) units PrnPloyinq 1, 2-4, 5-':1, L) -19 

Persons respectivcly. 1 

This l.=vel of d~t~il 'lllc11 s us to jud,Je tha employMent 

size group in which NHH units b2qin to pr~dornin"l.te. A priori 

we '"ould expect this to hanpen ·=arlier in the tech·-v"~loqically 

mor~ advanced industri~s, for it is precisely in such u~lts 

that the su!:"?lus product per wor1<2r is comp·u:'3.tiv·~ly larq~. 

On the other h~nd, problems of coordin 1tin'1 Hork pt:"oc:; ss,2s 

also bccome "lOr£? complr:x with a :iv"l.nced b~chnolor:ry. 'J.'hus on 

L Z:..ccordinq to tha Census, a household unit ar!1plcyE' 
predominantly family lobour, v.rhile a non househo::..d 
unit =mploys Dredominantly ~.vaqc labour. 'l:'hn HH to 
NHH tr 1nsi tion is ther ~for.~ -3. clos ~ A.pnroxin=J.tion 
of the transition from ·1 fA.mil v to caDi tA. list co0'>: r
ation11. Ther; is also""'!. locational criterion, in 
that a household unit is exp:;ctr3d in urb.::m =J.rr.:::1s ':O 
be situated adj1.cent to th3 livin'J quarters of 1.:-~-= 

family, A.nd in rural -'lLr'::lS, in the S=J.me villa.qe. 
This criterion is meant to ensure f=J.milv partici
pation in the unit. 



31 

. both grounds ir7e would expect ~ tr-:-=tnsition to c~Pit"'llist units 

(in t,_::rms of dornin:mce of HH::C-I units) to occur in sm"'l.ller units 

(measured by. en'lployment size) in tc.~chnolo·'}iC"llly ;3.dva.ncr::d 

industries. 

~v7e have chos=n thrc:: distinct groups of en,:::r-qy sources; 

these at::r:; electricity,. solid fuels, -::tnd human pa-1er (m.::mually 

operated units) •
1 

It is possible for eac~ of these to 

indicate visu.-::tlly, unfoi:"tUn3tel y only at the lev·~l of 2 digit 

national Industrial Classific-=ltion industry c-rroups, the t:"3tio 

of the numbec of i'"fHH to HH units in -::t p::trticul -"11:" employttLmt 

size~ ranje. By joining the corrc~sponding r--::ttios for e-3.ch 

industry gr011p, -.;,;e get a "contour m-1.p" of the tr"l.nSitiOYl to 

c::tpit"l.list developm~.::nt. 2 Results of .exercises of this t-,"Pe 

I. 2) • 

In th0 case of manually operated units, the contour of 

the 1 person J.nd 2-4 person units are almost identic:J.L This 

indic"lt<::s th;::ct f-::tmily l::tbour is used equally fr•~quentl•: ·Hl1~th2r 

1 person, 3 or 4 persons ac3 il.t work. NHH units incrr~::t.S2 

1o Th2 thr::3r2 r3nergy sources have been' chosen bec3.use 
theu~ ar:~ sizeable numbers of units using thes 2 . 

sources in each size qcoup of (::mployment. 

2. H!e would emph0.sise here that the purpose of joi:ninq 
the points denoting the c1.tios for ::ach industr-y 
group is purc~ly for r-.:asier visual. identific"'l.tion. 

3. ·As the pr-oportion of predominantly family labou: 
based units to predomin.'lntly w aqe l3.bouc b:-=_ts~~d 
un·its is i3.bout the S-=J.me in both employment siz:::; 
class,-::s, it would follow th-=J.t. the t'3.tio of th'~ 
fi'l.mily labour force to the ''f 'li'JEC! labour- forcA v7o-lld 
-::tlso h:: simil3.r in. th<3 tx.·.ro cl;J.SSGS. 
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sliqhtly in Droportion ".:!.S v-re mov.~ to the S-'l person unit:s; 

but th~ sh1r~ braak with f~milv l~bour occurs in units 

2mployin J mOL..! th:l.D 10 H or-kar s. Of cour s ~ th ~r~ ~r 3 ~xc-;p-

tions. In indus try Jrou:-; 21, th;.,! tr ~ns i tion ioes not 1.DP~ =~: 

to t1.k~ pl~c~ :::tt J.ll, ,.,hilt~ in qroup 35, it t1.k~s pl1.c; in 

units e"TTployi11'1 mor~-; th-cL"1 5 wor-kors. 1 

In units usinq solid fuels, th~r·~ is v~r'l littl1: 'l.~n~_f::nmity 

of i-)chaviour. Four industry qroups, nur:ID~r-s 20, 32, !4 qr,j 3P 

~roups 22 1.nd 30, tr1.nsition to c1.Dit~lism occurs in un~t:s 

em~loyin~J mor~ thm 5 ;rorkars. It is cl ~ 1.r th 1.t th:; soL_d 

fu-::1 usin') units cov.!r 1. vr:~r.-r wid-; r-1.ngr! of t~chnolorri2s, 1.nd 

·"'i more d:.:!t 1il !d br ~'1kdn·1n thl.n 1.V=.til-,blc in th:! c~ns11s " :Juld 

elusions. 

'\s ">•n.s to b:; :;xpect~d, the _;lr:ctr-icit? usinq units s'na.-.1 

th:; most sh::~.rpl y dc1fin-2d b:;h"J.viour- P"J.tt:;rns. Th =: l'lrqr:: 

surplus product q~ner1tad per work~r la1.ds to C"J.pit'llisr. 

op:;r ::rt ion in 1.lmost 1.ll industr-i ;s in units with mor ~ tl-nn 

S ,.rorkers. The cleJ.r distinction b,.,U..r2en th3 contouo:s, ;o,nd 

th~ir si•:1il'lr sh"J.'?C sha's the r2'JUl1.r n1.ture of th2 tr1.nsition 

toY.7'lg2 l1.bour. 

--------------
1. \1lhile 'l t1t10 di'Ji t bra'1kup is sufficient for 

illustr1.tiv) ::mrpos:s, it is too bro=1d to 'llla·· 
furth~r -,n 1.lvsis. 11nfortun'l.tcl '', th ~I:'-:! is no 
other sourc~) ·of d1.t'l 1.t ==ill vhich provid8S 
infonnti.on of 1. simil1.x ~ind. 
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These results illustrate a general uniformitv 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 o:E technical development, the laver 

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 

11 0rganisational tl, the distinction between capitalist and 

precaPitalist forms is made on the basis of the role of" ·c.he 

owner of the means of production as a managet:' of the production 

process. v.Ye can then define a C-"l.Pi talist unit to be one in 

vlhich the o.vner, and members of the associated familv, un-:1er-

take supervisory or related functjons. Folla,rin1' Lenin! W8 

k h 1 'f' t' 
1 may ta e a t ree way c ass~ ~ca 1.0n~ 

1. Lenin, OE• Cit., pp. 335-33g; pp.35g-362; pp.380-3g1; 
and pp. 458-460. 

i) Natural production implies the Pt:'ocessing of rC:N 
materials in the household of the P.easant fa:nily 
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 rc-w 
materials may belong either to the customer. 
consumer or to the producer, \<Thile payment is 
either in cash or in kind, sometimes on a 
customary basis. 

iii) Small commoditv oroduction implieS production 
for the market~ · ~d through the developmen-:: cf 
commodity exchange v.rith agriculture, leads ~r; 
the complete separation of industry from ac;d_
culture. 

c0ntd ..• 



~1anual Hork-no wage 
labour 

:1anual and supervisorv 
Hork vi it~ some wage 
labour 

Supervisory \-Jork with 
w 3.ge 1 abour 

34 

Cl3.ss ch3.ract~r of 
th2 -he 3.d of the 
hous~_hol_'! and 

Petty bourg~ois i) 
i i) 

iii) 

Transitional i) 

Canitalist i) 
ii) 

iii) 

Type of sor:::ial. 
orqalJ.:h~o_n of 
production . --

natural 
Actisan 
Small c-:::11rnonity 

small c.:-mmodi 1:'_:_1 

Simpl2 cooperation 
'·1anuf:qc :·_:;_re 
Factor:-v· · ':::tchino·-

factut::(? 

Empirical data for an exercisP. of this tvpe is 2v2~:~ble 

fr011\ the original schedules of the Census of r:-e<JiStP.re<'l srnall_ 

scale units. hfe hav2 been ablr:: to examine the sch~dulr-: . for 

Ranchi rev~nue distcict in Bihar:-. Insni te of lar'1~ seal~ 

iv) Simple capit~list cooneration marks the develc-c
m2nt o: caoi talist production, thou<Jh th2 tP.chr, iqu~s 
and methods of produ~tion rem3.in as before. T~e 
nurr.ber: of workmen s irnul t:=J.neouslv employed by tre 
industrialist, incce'ls~s either under thG domc:stic, 
puttin7 out svstem, or through parall~l \-lorkinq 
in a workshop. 

v) >L1-nufacture is th 3 further development of coop2 ration, 
thrc1ugh na1 •Jith division of labour and furthel:' 
increases in the ;.rorkforce. 

vi) Factorv production, or machinofacture is th2 
replac8ment of hand-tool by pa-1er-dri ven 
machine production. Under th2 factorv system, 
the division of l1bou!:' mi3V be further extendeu 
and the resulting pconomies of sc3.le fully 
utilised. 



public investment in Ranchi, it remains industri~lly a 

backv-rard are2; but this is an adv.=:tntage for our purpose, 

as lower forms of industrial Pnt2rPr:-ise ar:-e lik~ly to 

pr:-edominate. 

Table I.1 shews the bn=.::lkda·Jn, by 2 digit National 

Industri=:tl classification industry grouns, of the 419 units 

surveyed. ltJJ2 have selected three 2-digi t industry groups, 

numbers 27, 31, and 34 for det:=J.iled investiqation, th'=l choice 

hi3.ving been made on the basis of their:- relatively larger 
• 

rcPr2sr=nt.=Jtion in the universe. The three groups between them 

account for- 208, or almost 2xactly 50"/o of the 419 units 

surveyc~d. Each of t·hem has a small proportioh of units ~,J i th 

rrr-oss investmer..t in plant and m1.chiner:-y of more th1.n r~.l lal<h, 

vJhile the number of officL:1lly dr~fin~~d f1.ctor.ies, (units 

employinq more th~n 10 work<~r-s P itl1 pcx·,rer, or more th"ln 20 

wori<ers •,-} ithout pcwer) i:::1 qroups 27 Clnd 34 is l;:;J.r:-g'?. Ir' 

other- wor:-ds, these~ tHO ·;rroups hc:J.vc~ a l=:trqe propor:-tioc of 

units v.rith le»J fixed capital but ·3. comp:::J.ratiw:ly letrge 

vJork for:-cs ( thr=y a.re subject to the F1.ctor:-ies Act); and ar:-e 

likely to be in transitional st.=:tges, analysis of v..rhich 'Jill 

help to clarify some of the issues we have r:-aised. 

These 3 gr:-oups h3.ve been further broken d~1n into 

4-diqi t ·indus try subgroups with representil tion as shCNJn 

in T ab 1 e I • 2. 
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--------- -- ------- -------- ~----- -- ----------

'D.-! 0 di 'lit 
industry 
cod~ 

20 

21 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

97 

----- ----·- --·--- -- ------ --------

~\1UM .. )3t:' 

of 
units 

23 

1 

11 

82 

30 

8 

18 

51 

17 

28 

75 

26 

12 

10 

4 

23 
---------· 

419 

llumb;:r of 
f'1.ctoriss 

7 

S3 

15 

7 

5 

5 

26 

35 

13 

3 

4 

1 

7 

lRl 

Perc 3nta'1a of units 1:7 i th 
1ross investm2nts of 
mor:~ th :m ';. 1 1 ~kh in 
pl~nt and machinery 

3.33 

11. 11 

11.76 

S3.S7 

16.66 

10.00 

25.00 

8.35 

- - - - - - - - - - - ------
sourc2; Offic~ of thr:;; :Uevc;lopm:mt Commission'::!r, 

s~all Sc':l.le Industries (!iinistrv of 
Industri~l Dev~lopment, Governm:=nt of 
India) • 
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'r.l.\BLE I. 2 ----------
BRE)\IZDot'JilJ OF INDUSTRY GROUPS B·z 4-DI'JI'r CLASSIFICATION 

----r·---
Gr-oup Nuffibe c of Units 

2710 57 

21 1 

23 1 82 tot1.l 

29 3 

30 2 

60 16 

99 2 

3121 1 

31 1 

32 3 51 tot::tl 

42 16 

97 24 

99 6 

3401 3 

02 6 

03 6 

09 10 

10 22 75 tot.ql 

20 7 

31 3 

35 2 

36 2 

40 3 

42 4 

52 5 

99 2 
·- - - - - - - - - -

Sour-ce: Office of the Development Commissioner. .. 
sm<3.11 Scale IndUstr:ies (Hinistl:'y of 
Industr:i"l.l Development, Gover-nment 
Of Indi'a) o 
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Of th::!Se 4 diqi t 1roup.s t:J e have t:1ken the .::ollo."' i 1-: 

for detailej examination: 

2710 

2760 

3112 

3197 

3'110 

S~J ing and ulan'1ing of HOod 
other ':h"l.n plyv1ood 

I1omufactur~ of v' ooden furni t.ure 
and fixtures 

'1anufJ.cturc:: of 1' as"'l in 1 SO:tP =3.nd 
SO.=tp po.,der 

:A:tnuf:tcture of Shellilc 

,. ""'l.Dufactu rP of structural met"l.l 
Dro J.ucts. 

The follo..,inq it~l'ls of in"=ormation Here collc::ct~d :·)[· 

~ 3.Ch unit: gross investment in plant and rnilchinery, 0ros s 

investment in handtools, nurlber o~ farnilv '1orker:s e:-:1Dloy~J, 

nunber: of \1'3:1e workers employed, and number of farr1il-"· ar:"i 

hir9d sup2r:visors or mana<ro.r:s. Porkers h3.v9 here be~n t "l-'<en 

to include both production workers as defined bv th~ F~ctorie.s 

Act, and all other subot:'din=tts em-:_)loye=s. In other wot.:(s, 

all employees ~Acept those in supervisorv or m:tn:tqerial 

'JOSitions h1.ve !)::!en classified iiS v7 orkers. 

From an ex:tmin~tion of th~se items of d~t:t, the 

following P:tttern emer:g~s: 

Industry 
r;r:oup 

2710 

No. of 
Units 

57 

Characteristics 

No fanilv l"l.bour in any 
unit, 5S units h"l.v~ at 
least f<;. 5000 invested in 
mi'l·chinery, 56 units emnlov 
at least 5 \·70rkers 

Corr.rr. ~ ; ts 

InrJ.us-':.:rv o-o~r :1ts~ 

PL" e -,oll'in ."l.n t~- .. f in 
thr; tOr:Tii 0.;:

C:tDitalist 
factor:v, i. ·~. 
"1achi..nof1.cture. 



Industry No. of 
r'";roup Units 

2760 16 

3142 16 

3197 24 

3410 22 

39 

Char acte ris tics 

13 units do not u.se 
machinery, 5 units 
employ family 1 3.brmr 
12 units have at 
least 5 HOrkers. 

·'1 Units employ 
fClrnily labour, 
11 units h=1ve 
at least rs. 5000 
invested in machi
ne:: ry, 12 un i ts 
employ Clt leClst 
5 \·'Or::ker s 

23 emits use no 
family labour, 20 
units have at least 
!'c;. 5000 investment 
in machinery, all 
units employ more 
than 10 '''orker s. 

1Q units use no 
fClmily labour, 11 
units h=1ve upto 
f's. 10000 investment 
in m3.chinery 9 bet
w c:en rs. 10000 and 
rs.50000, anr1 2 above 
~.100000. 4 units 
employ less than 5 
vJorJ-::ers, 11 beU!I(~en 
5-10 workers, 6 
be"l»Jeen 11-25 vrorker:-s 
and 1 unit employs 
79 wor:-kers. 

CommPnts 

Industry oper:-ates 
predominantly in the 
for:-m of Si'l1Ple 
cooperation and manu
factories with some 
t.rClnsi tio:1al elements 

·from small commodity 
production. 

Industry appears to 
operate either as 
caPitalist ~actorv 
or simple coopera~ion/ 
manufacture. 

Industry operates 
predomin 3.n tl y in the 
form of capitaiist 
f.:l.Ctorv. 

Industry oper:-.:1tes 
as manufactory or 
factory. 

Generalising across the 4 industry qr~ups, we m3.y infer:

that the units are all c.:l.Pi talist in social_ orq.:l.nisation, 

whether this takes the form of si11pL~ cooper:-ation, m'lnUfClcture 

or:- factory (m,:tchinofactuce) production. Sec~ndly, th"l.t 
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thes~ u."1its, of ilh 1tev·;c form, emDloy 5 Horl<:8rs oc rnor-c::. 

1.5 Conclusions -----·----------

Discussion of th2s.~ d-=1ta h"lv~ fur-ther illustratPd the 

fqct that alt~.•)12gh th ~ tra11sition p0int in terms of the 

nt.:.mb.,;r of v•ork:rs ,,, ill v,_r,_r 1ccor:-ding t0 th~ soci 1.l or:-q;::tni-

sation 'lnd t> . .J techr.ol0ryv in U3f", it s~'~ms t0 li·~ ,.,ithin '3. 

rang:: of .c:i•J' 1.nd t :m work2rs. 

As th~ :i1t3. we usc in th! l1.ter ChaptP.r:-s :loP.s not 

provi~ inforM"ltion oE t1>~ typ--.s of fuel or:- motivP. rnechrmisr:-: 

in use ir. 1 un j t, \"1 ~ ""ill n-;::=..:i to h --._v~ a common indr~x c E th;-; 

turing unit errnloyin=J r3. minimurn of 5 workers irr-:sn:cti~ 2 of 

the inc.ustry "lnd the spr:;cific technoloqv in us~. 'J._; 1-Ji-::.l 

rrt =tk ~ use of this definin<J ch 1.r acte r-is tic of :111 industr; "3.1 

capit"ll in our exClmination in later ch<=lPt-=r-s, both of -::1e 

qr:o!lth of ::::m:J.ll Ci'!.Pit,_ls, 1.n'l the :~xtent of th9ir 12volution 

at th: ti"'le of formul _tion of S!X:Ocific 11 Small Sc<=lle Industries" 

policv in the middh> 1qsos. 



CHA.PTEH II -----.-----
THE STRAT;IFIC:'C;TION OF INDUS'rRI.-\L C4.PITi\LISH IN THE -------------- -- ---------- ----------

PROC:<.:SS OF Ci\J?ITALIST ACCUJI·IULATION ------- -- ---------- ------------
II. 1 Introduction ------------------

The pl:'ocess of capital accumulation .,"'as inhe rP.nt in the 

caPitalist system, and in Chaptel:' 25 of Volume 1 of Ca~ital 

entitled 11The -;eneral Law of Capital Accumulation", ''131:'X 

developed the basis for: the stJ:"atification of thP. capitalist 

class itself. He did this by moving array from the class 

seen as a grouping of individual persons, and intJ:"oduced 

the concept of individual capi t3ls which, in the aq·JI:'e!}ete, 

add up to the .total social capital in the societv in qu12stion. 

"Every individual capital is a larrJel:' or smaller concentration 

of the means of production, 'd ith a. correspondinrr cornmeind ovel:' 

a :arger or smaller labOUJ:' 
1 

a!:'my." l·Je believe that the con-

• ...... ' 1 'ltu ... 

beings as personified capital is cr-ucial to the pl:'ocess of 

sociological analysis of the capitalist class. For •·rhile it 

is the r~lationship to the means of production, or total 

social caPital that distinguishes the v!OI:'king class fr-o:n the 

caPitalist class, it is the relationship to an indivi0<.12ll.v 

larger or smaller capital that distinquishes betl·'een a larr:;er 

or smaller capitalist. 

-~-------------------

1. Karl :1arx, S:apital, VolU!]lU ·(Progress, l'1oscov·; 
p. 585 0 
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Eistorically, ::he canit"1list or: murqeois f"l.milv \·ras 

th2 personification of a capi t"!l, and i'lar:x sa.-r the brea1<up 

of such fanili~s as a major process by Phich n"!VI indi·J"i iual 

capit"!ls were f0rm~d; ther~ w~r~, o<: course, oth<:!r- rnethods 

o<: formation o': ne-t individual c~'Ji t,_ls such as through t·ne 

process of nor. sapi .:.-"ll is t acC'l'nulation uh ich n ~ cons ide red 

in th2 previous cha?tRr. 

It v1as th~ indi7idual C"'J.Pit1.l nhich Fas the subject of 

the la.rs of accum,_lation. ~ssen ti::J.ll y, r~arx d~al t vii th two 

process2s, vrhich :12 call~J concentr-ation and centr 1lis:::> cion. 

Concentr "l.tion was i .iPn ':ifierl "'it~ ::J.CC1Y'1Ul ation, che P roc2ss 

of grew th of indi vi iual ca::>i tals; qi ven "'qlJ al r::J.tes of Pc0~i t, 

cete:::is Paribus, they \'Ould each continue to ::J.ccou'l.t for- the 

same proportion of th.e tot::J.l social caoital.
1 

Cen tr'llisation vl as the pr:-oo~ss by 1.-1h ich individual_ 

capitals combine1. This involved a redistribution of the 

total social c~Dital, :1nd coulo therefore take plac= indepen-

dentl y of anv grc,:.; th in the total. Centralisation too:~ olace 

either throu~h th2 a~sorption of generally smaller capitals 

by larr;rer capitals, or by the combination of cani tals C.hrouJh 

the medium of joint stock companies. ~!hat is i-nuortan: for 

-------------
1. " ••• con::en~rati:'P Hhi?h qro·r s direc~ly ou~ of~~ ~r 

rather ~s l.dentic,"J.l i·r~th, accumulat1.on ••• , 1.i...J:s..2 
p.586. 
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ou~ pu~pose is the ultimate possible degree of centralisation 

t.h o:1t I1a~x hypothesised for a c~pi talist soc:i~tv. This v·7 ou:;_d 

take Place, he ventuxed, v.rhen all the ca~::>itals lrrer:e centr:alis2d 

within a giant company. 1 
The~e \·!ould then be one solid phlanx 

of pr2viously independent capitals, and pr:esumabl y, of caPi t.:1.-

lists. 

?l,.lthou·']h Ha~x outlined the basis for the l:=t,rs 7overning 

the cent~alisation of capitals, he did not develop there in 

;qny great detail. 
2 HavJeve~, some of the specific p~occ:.s.ses 

leading both to the .~echnical concent~ation of p~oduc~lOD and 

thr~ finS!nci~l centr:alisation of c.a~.)itals have been elabo~ated 

by later economists. In the discus·>ion on the optimum size 

of the fi r:m, or of the production unit, and the D~inciPl::os 

gov~~ning the ope cation of econom~ es of sc.:~.le, ther-8 a;_ .=c maL'?' 

~0f"'! ~ences to processes in he r:ent to concentration of pr-oduction 

in ever- 1 ~rge~ production units, 1.1hich is one aspect of "':he 

concentration and centralisation of capitals. Simila~ly, the 

~elatively more r."ecent literature on the processes of t~:1e 

1. "In any given branch of indust~y centr::~.lisation 
would reach its extreme limit if all the indivi
dual caPitals invested in it t...J ere fused ::..nto a 
single capital. In a given· society the limit 

·r.:J auld be r."eached onlv when the '~nti ~e soci ::~.1 
capital was united i~ the h::~.nds of either a s i:.1~1le 
capit.alist, Or." a single canitalist companyo 11 I~id 
pp. 587-88. 

2. Karl Ha~x Capital Volume I ( Progn~ss, Hosco.,r ~ nd) 
pp. 582-589. 
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<J t:'CWth of :'i.r:ns ~i ':h.ou~ di vet:'sification, !"~ di v~r sification, 

and throul'h acquisition and merge!:' d~al Pith moth~r aspec': 

of concentt:'ation an~ c~ntralisation. 

Th~ theot:'stical li b~t:'atu ·e on thC! o'Jtinum fit:'m and th-~ 

;_ninciDles of t~o ~conomie.s of sc.::~.le may itself b~ seAn to 

be divide~ into tl-'O bt:'oad stt:'eams for the 'PUJ:'PQsqs of O'lr. 

..::J. • 1 
-~.~SCUSS10D. ~he first stre~~ is ch~racteris~d by what may 

be thought of as a relatively ~!:'eater concet:'n for inte~ratin~ 

new theoretical insi9hts into 3 pr~-existing theoretical 

framework: the oth~r appeai:'S to Place ,n~lativelv 7reatF.: 

emphasis on .:he "obsei:'ved" behavim..1 I:' ::J.r d ch.::tt:' "!CtA I:' is tics cf 

fi r-rns, ~ven CJ.t th ~ cost of Tn"lkin') such insi 7hts some:rh "l.t 

incomp.::~.tible Hith r:-i'}or:ouslv defined theor:-·r. 

as the majot:' sour-ce of the concepts of 2conomi::3 of sco.:;_L vlel:"e, 

of cour:-se, b::J.sed on his dir.ect observation of practices in some 

m.::~.nufacturinq organisations. 2 P'hile :lr:-a-.rin~ 1ttention to the 

role of the increasing division of labo1Jr made possible ~s the 

capacity of a m3.nufactur:-ing unit '"as ex::>and2d, he alsr; :-,ote3 

the possibility of mechanis;_ng tas 1<s which ha-l been made sinple 

and repetitive by this division of labour. In eff:ct, lte 

r:-ecoqnised the interactive nature of : chanqes in .3kill compo-

sition an3. the r""lative volume of differ:-ent kinds of l.=J.l'our:-

1. Cf. Bela <';old 110n Size, Scale, and RGturns:~ Su·:vey" 
Journal <2.f E_s:pnomic Lit_er-ature XIX ( 1'181) ,· 1. 

2. Adam Smith The l"ealth of r'ltions (Pelican, ~.::'lr-P-:JndS\·TOrtl-1·: 
1970), Ch-?!p.tei:'S I and II. 
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paver; the technoloqy used in product.ion7 =3.nd t:he .shifts in 

the proportion of the val U<~ of labour pQ,y~r .::tnd of the va:iue 

of the me~ms of production advanced. Charlr~s Babbar:;e agre-~d 

broadly vJith these views, 1!1hile extending the principles of 

the division of labour to functions such as maintenance, 

technical improvement effects, manag2m2nt, and the steady 

impr-ovement and sp?cialisation of m-3.chinery, to incu~c:l.sr~ 

efficiency ;:,.s the scale of pr-oduction aiv::mced. 1 Siqni:Eic::.mtly, 

he felt thelt C'3.Paci ty inc r-easss beyond that ;::tllovi ing for-

optim31 ·speci alis at ion, by duplication of exi stinr:r :'3.LJ:" '3-:l'}r.;ments 

vTould not yi~ld fuxth,::;r- economies. 

1'1ar shall, too, seemed to agree thCi"t. thel:'e v.r ':l.s· a .~Y:.s.~emic 

CJ.SPect to the interactions leadin.'} to the gr-eqter- effic:Lency 

of lar-ge sc=3.le pr-oduction: 

Increasin<J Return is ;3. -rel Cl.tion beb-;een a qu"lnti ty 
of effort and sacr-ifice on the one h-=:tnd, and a 
quantity of pr-oduct on the other-. The quantities 
cannot be taken out exactly, bec-1.us·~ ch'3.ri·.]ing 
methods of pr-oduction call for m'lchiner:-y, "l.nd for 
uns1dlled and skilled labour of ne;,r l<inds and in 
n~1 pr-oportions.2 

The pr-oblem then lay in expl3.ining those efficiency 

differ-entials 1-vithin a fr3.mevvor::k constituted of th<3 folla-1inq 

assumptions~ (a) diminishing m0.r::qina l r::etur::ns to fA.cto·cs o-.E 

pr-oduction and (b) the cost advalita'T3S of ch=mqes in f::J.ctcr-

proportions fr::om hitherto efficient combinations HOuld IJnl--,r 
') 

occur: .::tS a r:esul t of chang3s in r=-~l3tive f'3.ctor prices o -· • 

L Ch:=ir-les Babbage On the _P:;£'2,_ll<2.,my o;t:I!H_chiner~- an_C:. 
E!@.!l"S.t~ . .£tU~ (Knight, London~1833) Chapter: 22. 

2. Alfl:'ed Marshall Principles of Economics (1"l"!.cmi 1.lr:t.n.-
7.Jondon~1920) p.266. ------~-----

3. Cf. Gold Op. cit. pp.7-8. 
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::'3.r-Shqll 1.PPJ.rently r-""=us:;d t0 ::tcc~pt the loqic1.l solution 

(i.e. c::onst 1nt f -,.ctor proportions) , cornbingj ,,y i th the use c E 

of Production. It vr;J.s the r-.~quir-c:r.Hmt of const·mt f1.ctor.-

proportion th1.t he found difficult to 1.cc~'-:>t! 

••• th2 c1pit,_l r:;quir •d per he1d c"= th~ >.Jorkers is 
'JCDe r '1lly 'JL~1t2r i D '1 1 ==trrp f "'l.ctory th "l.n in 3. 

sm1.ll on2. Th.; r-::;:::tsor. is th1.+.. in rr.ost ••• busin.~ss,~s 
th~ l1.rT~ ':'1ctorv h1.s "1J.ny thin·:rs don; ';:y.l 'XP~nsive 1 
~1.chin0s uhich ~re none rry h~n~ in a snall f3.ctorv. 

It is usc::ful for our purposr:; to suli t th ~ subsequ·=mt 

th~or:-etic1.l ':l_;velcpment in the litc;r1.ture on th ~ 2conomies 

of sc1l= on the blsis of th· :'lcc~nt.ance or r-=j~ction of th:· 

nv in recn1i rr.;:n •nts of r·igorous st:1tic economic th ;orv : ':h ~ 

'1bSf~nce of t~chnologic.:tl ch-"::D'J? "l.nd const1.nt f."lctor ur-ooortions. 

requic:'!m~nt of st1tic th2ory ~~xcludes technolor:ric<l chm·:p:, 

ther·~ '1,...8 diff ..::r:-..=r.c:2s in percsption on thr"! utili tv of r ~t"'lin

in'J th ~ r :qui rem::mt of f ixeo f1ctor:- pr-oPor-tions. 
2 

tr:-~tion of m'1r-gin1.l -~_)ro:luct b1.sed returns to f::1ct:ors un"J;-:;r 

competitive equilibrium.3 Ha·J8ver, this r"l.ther:- tiqht -assuop-· 

tion do ?S not 1.PPear tn ==tlla·· for the exol.'ln 1.tion of the 

sources of th':! ..=conomif·s of scale v.1hich ar2 qlso intu i<:.ively 

--------------
1. Marshall Op. cit p.235 fn 1. 

2. Cf. 1;old Op. Ci!· PP 8-18. 

3. Se~, for- inst.:=mc~, -s.H.Ch1.rnberlin Th~ Thr:or-v of: 
l'1<2_~opol is tic C~t"QE_~ti tion (H;1rv'lrd Un i.v:; r si ty <Jr:- :;ss, 
C1.:-'1bridg2, 1hss: 1948) ?.143. 
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Pl::J.usibL; 'to :1 numb.-:-:r of th2orists. l rrhi.s 1-"ltter group of 

th~ocists, pl "lCing qren.ter emph'1sis on observ:~d phc~non1r:;n.3., 

arc:; jGner"l.lly unHil1inq to ::J.Cc~pt th:~ r.==quirem:mt of ·Eix2 d 

f'lctor Proportions in -::.tn ani1lysis of th2 r.3conomics of sc'lle. 

most g<~nr~ rally 3.SSocj_ 3t.:;d is 'S. ~.'--;. Robinson. 2 
Theu'! v-1ere 

essenti'J.lly thrc-:: Jdnds of probL''!ms to >-;hich Robinson• s work 

W3.S devoted. rrh232 Tdc:;r~ the notion of th~ "optimum'' firm in 

J.n industry, 1nd the reasons why such -::.1 firm should b-:; sm:1.11r~r 

or l:1rg2r than in <'tnoth ::r; the c:;asons for ther ~ to be any 

limit to the sizr: of 1. firm in a competitive industrv; and 

the probl::::m of the~ continuJ.nce of compt?.ti tion _i:\ there v7 =J.S 

no lim:i-t to size. Th~ concopt of an optimum firm s-iZ<?: to 

-which 3.11 r-~al firms v.rith comp"'l.rabl:.3 t2chnoloqy ,,Jou1d 2Ppro-

xim"lte over tirne was the result of the :=tcceptance oc .:,_ 'T-sh1.pec'l 

long run ::1ver:~.ge cost curv.3, VJhich h-=:td be:~n sha-..rn to b.~:! 

nr;cessJ.ry for det;_;:rmin::t·tc: equilibrium of the firm 

t 't' d'4-' 3 compe 1 lVe con 1~1ons. 

Ther.::: did not appe"tr to be Ftny theorr::tic3.1 grounds for-

technologic::=J.l diseconomic:s of sc::1le, '1S the possibi1i. b,T of 

1. See, for- inst'=tncr-:, H.H. Liebhafsky The N::tturG c_~ 
Pr:-icr;o_theq_~ (Dor-sey Press, Homt~'rood, - ~1g68). 

2~ 1~.A.S. Robinson ~rhe Str:uctur:-e of Compr:otitivr:: IE?-ustr:-y 
(Univer:sity Pr:ess, Cambridge: 1q59). 

3. Piero Sr:affi1 "Th:-'! LrlWS of Rot11rns unr:tc;r:- ComnetitivP 
Condt tic:1s 11 Economic Jour:n<ll "XXXV .L ( lC326) PP 5 3'::>-'::>50 
r:epr:intsd inK.E. Boulding ::tnd G.,T. Stigler: .3.:l}dinqs 
in Price Th2orv (Allen 3.nd 1Tt"t,Iin, Lond.on~ 1g53) 
pp 180-197.----
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nul t i Pl1.nt op; r: 1.tions w.:; r ~ ah"r!S op~n. It H ~s t;; l t th 1.t 

m'"'lnaq ~ri 1.1 discconomir~s, the costs r:-~s'l'ltin? -Fr:om th2 r'liffi-

cultv of rT~l.D1"JiD1 l1.r:q~ ur:its l.S suc·-:r::ssfullv l.S sm1.ll, 1-rould 

Provid~ 1n intdlig1.bl~ :xnl1.n1tion for- st1.bl~ comP~tition in 

in::lustri ::s H'h3r:~ t~2chnic"'1l 1nd nll oth2r: f1.ctor-s 1.Ppc1.!:"2i to 

m1.k~ for st~1.dily f1.llinq costs. 1 

.~lthOuJh s. \.·~. Robinson ;Jrovid;s ~n ·~xt~nsive disc1.nsion 

of th; f1.ctors L~l.:linq to th; d~t~r:min1.tion of 1.n optinu!T'. siz2. 

o-F firm th.::: -1.n1.lvsis is, o~ cours:;, limited to th2 C"l.Se: 1·•her2 

th~ b.:;h1.viour: of ,_ sp2cific r:nrkct, or 2t th.; mast 'JP.n'.':!r "l, ::1 

sp ~cific •roup of m2r~~<2ts d::-;t:=rmi:12s th:= ~ossibilitv of :to-,_n

sion. 2 ':'1-.is \! l.S p~rh1Ps 1 re::tson1.bl: l.SSumption 1.t 1 t:i.,... -

wh::m firms 'Tlijht r.:J.Ve be,;n .;xpcctrd. to b.:; C0!1SCiOUS Of "'. 

limit...!d !"lumb;r: of nr:oducts OJ:" m1.rk.~ts. !ia-Iev~r, th·:! nos-:: 

second \vorld \7 ""r phenom:~non of th ~ qrcuth of con'1lom--.c"l.t2S 

requ.il:'ed ne;..,r :J.':)~rol.ches to th; th :!Ot:'Y a~ the fi r:-m. Ess:.r.ti'"'!lly, 

discussion of th2. qr:owth of ficms 

th1.t C'"'lD produc:; 1.nythin·:::r for: 1,,hich 1. dr;m'"'!nd c"ln 
be found or cr 'l.t~d, 1.nd it becomes 1. m"l.ttcr of 
t1.ste or conv:~nL=nc~'·'hethcr:- on;; spe~K:.s of the= 

1. Alec Cairncl:'oss "The Optimum Firm n.,~consid2r<; 3" 
l?,;conomi~ Journ1,l4 Sp.;ci "11 Issue, CXX.-'Cii ( 1q72) 
p.312-320. 
8-::.; 1lso, ivl~rtin 31-:.t:)r's Introduction to th; 
s~cond 3dition of Zdith ?"nros' ThA Th~ory o~ thr; 
Gra-1th of the l?irn (B;J.sil Bl1.cc~;ll, Oxfor:d; .,. ___ _ 
1 qso) --

2 •. ~l2c C:.irncr:oss .Q.:?_.__g_it. p. 314. 
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1 
ma.rk2t' or of the resources of ·th2 firm itself 

as the consider3tion limitinq its exp~nsion.1 

The q1,1ota.tion is from Hr s Edith Pr:mros2' s book "The 

Theory of th2 Sn:xvth of the Firm." Tht.~ public'ltion of 

this "~:7ork was follav ed chronoloqic'"llly by i. number of m,'"ljc:_· 

contributions d.~1ling with the issues of the qra:-rth of fir.:ms 

free of m::1rkr:3t rastrictions on their grOA7th, '"ind v.r i tb Vi.1:'i.1us 

3SSumptions, dis tinct to profit m.l.ximis :::ttion, ~bout the:; 

intentions of thc:dr controlling intr::rests. 

Som~'! of th2 m'"-jor- contributions to the field of economic 

d LJ7 • l l • . 2 Harris =tn v'.:L_-la.mson. 

3ssoci 1ted with the assumptions m~d~ by th~m, through m':L·::he··· 

matical mod·els. Baumol assumed profit m'3.ximis::ttion, ::=tr..c :he~ 

=tbilitv of th:~ firm to incr8;=J.se output 3.t '"i const~nt :pr=:.-::e. 

Eis model sha·Tc;d tlL1t the costs of gra:1th (which h3.d bee~! 

suggested 3S the controlling elem::mt on fit:'m size .3t -Tr'.~f 

to ::msure a finite rate· of gr-a·Jth. 

1. gdith Penrose: QE.!__.<:it. p.13. 

2. \1'.7f.J.Baumol non the Th::;ory of-~xp'lnsion of the 7irrr'1 

~mer_ic"l.n_E._S?_C?_J29I~ic R,·cviei-'r LII ( 1g62) pp 1078-87. 

R. I'1a.rris Th 3 Economic Theory of ";·1::J.n'3.gr:ria~ 
faPit'llisffi-(ivi"~cmTiL-m, London~ 1g64). . 

J .!'1.\IJrillia.mson apL'Ofi t, Grav th :tnd .Sales 1-1 3.Ximis '"it ion .. 
E~omi~, XXXIII (1g6q) pp 1-16. 
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Il'lrris P'"lid "l. gre1.t d2a.l of att2ntion to the obj~ct1.v,_s 

of cor:-or1.t,~ :;nt::!r0risc in 1.n er"'l. Ph.::r2 a.vn~rshin of firms 

w 1S :J<..:n ~r1llv "1CC2Pt;d to b~ divorcc~d from clos2 control. 

'1 "l r r is' vis: I·' --.s th.., t s --:.1< r L:d m.:J.n 'l!•~rs "\1\'0Uld r 'lth _;r h "'l.V2 h~ '}h 

th1~ hiJh profits, l.S th8v TJOuld not 

therns~lv>s }.) . .:m~fii:.: =:rom th.. l1tt~r. Phile qivinq- sl?:::-cific 

"ltt :ntion tr:> the probl 'm of jiv~~rsific-"'ltion, ~·-u·ris "'llso 

:!X"'l.min.!J t:lrro import >nt 'lr:;.,_s. 'L'hr~ first vi ""iS ':h.:; mech'lnisn 

""Jv which '1ll.n·q2r'S>'.:r: r~str~in~d, ~r th~ f~1.r of,_ -'::"'l."t::"?r)vc;r 

bi:l, fr:0r:-1 pushin·r t'-1·.; qro1th r1.t~ tr, its liiTiits. This v7:_S 

h ~ld for th; s-:1•n~t:old~r::s to ::>xr::;rt ~f-t:-~ctiv~ control. "'.1; 

second ""lr;.._ th1t ;:1rris ""in1lys::d.1-·I"3.S th; fin-mci"ll "1SP·,ct 

o-:: gra.-1 th. In ord2r to '-cquir2 n..:.-1 ."'l.ss;ts, "l firm '1lust 

;ithc:r r:.-~t1.in cur:.-rcnt profits,. issu~ sh"lrc:s, or hocror 1.t 

fix-~d int~r..;st. 'i'h..! diffcr:.-c:nt m;thods of fin1ncinJ hqvJ 

implic1tions for- th-~ dividend str-::"'lm 'tnd for: th; r:n.rk::t 

V"'l.lultion. I:1 this "ITT th:; f2"1r of t-,_k;ov:;;r is lirol-:;d to 

the o?tim-,_1 fin "'lncing policy. 

John ~:'illi "11'"\SOn shew 2d th> t both gra-1 th m "lXimisin-:r 1nd 

profit m-...ximL>in..,. fir:.-ms vrould s;t prices on Profit m1.:<imisin•1 

pr incipl-.;s, for hi']h ':_)[Ofi t3 ""'l.L! ""i r,;qu isi te for:.- h iqh qr-or th. 

Th; differ8DC.:!S ~-v-oul-1 li2 in th~~ir l?Olicy t<YJ"lr:."ds inv,-,~trn~nt 

J.Dd rct2ntion o·r: pr:.-o-:i ts. 
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of the process~s of grCMrth, specific'llly in the corporate 

1 economy. However, there is apparr~ntlv little VTork in an 

area of concern \·rhich h.=ts been describen most cogentlv by 

Robinson's contribution ; 

••• it is no good shutting our eyes to the incrcas
in:;r influence of the State. The dav has lonq qone 
by Hhen one? could oppo:::;e nation::tlisation to priv-:~.t.e 
ehter-prise as if "chen~ ''72I:"e nothing in betvJe2n, 
Firms ar-e not independent of th~ State and solely 
en'}a'Jed in trying to supply a market at minimum cost. 
They have to }ceep one eye on ,,rhat the State is doL1q 
or may decide to do and th2ir- success as productive 
enterprises may dcpend almost as much on their succ'3SS 
in c.onfor-ming tr) gover-nment pol icy (or- evc:~n in di vin·
ing it) as in adopting mor-e ef£icient methods of 
production. 2 

Ci'l.irncross goes on to ar--:rue th.=tt in a mixed .economv, the 

pr-evailing for-m of business organisation is 

••• not :-:rover-ned exclusiv:-:;ly bv market forc2s. He 
may continue to vievJ competi t:Lon as favour:-inq one 
form of or-ganisation and destrovinq another-. But 
the for-ms of org'lnisation that triumPh do so in 
relation to the l·?hoL: environm:;nt in Hhich thav 
function, and government is an evervjav Pa.Lt of th;:t 
environment. If we ask what is the optimum indus~ 
tri::tl structure it must be one th'lt is adapted to thP. 
circumstanc(:S of a mixed economy, not to the cond:L-:.icns 
of a free market economy that has ceas·~d to exist. 3 

1. Other wol:'k includes~ R.Harl:'is 3.nd A.· H'ood (Eds) 
'I'he COI;"_P~§. Econorrrv (l'1acmillan, London: 1 '177) 

G.B.Richardson "The Organis:=J.tion of Industry" 
Econo~i£_Jo~na1 LXXY~II (1'172) pp 883-896. 

2. Alec Cairncross Op. cl!. p. 316. 

3. Alec Cairncross 9J?_~it. p. 316. 
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'HthouJh there is, of coui:"se, subst'3.nti31 litei:"atui:"e 

on th'= empirical examination of mei:"12I:"S, takeovcl:'s,and on 

monopoly conti:"ol, thel:'e does not 3.':-lpe:3.r to be woi:"k \olhich 

inte'li:"ates Cail:"ncr:oss' s vi'3' of the role of the Stat~, \·'ith 

the ovet:''helmi:vr evidence nar accurnulat::;d on extPnsive con

centration of .~Pi_ta~. 1 
"T:n other "'or:-ds, th~re appe-'lrs to 

be little or no ~Jork on the subject of the interaction 

between Hh'3.t Lenin ha:l C<'illed, as early as 1'116, 

State ::onopoly Ca!)itJ.lism, and individur3.l firms and qr:oups 

of firms. 2 

The r:eason for this seems to be th"l.t ~conomic theo::-y: 

has seen its concerns to lie, if at all in the al:'ea of 

economic po-1er, solely in that paver exer:tej thr:ou'Jh mar-;cet 

control. E. Preiser points out that the th~s~3 concernin~ 

1. Cf. Zdi th Penr-ose's descr:i'l)tion of the historici.l 
an~ institutional envi r:onmen t to wh ic'1 her theor'T 
ap--.>lies directly (~p...:.._ cit. p. G) 

The pr-esent analysis is conc~rn~-1 onlv \vi th 
th3 incorporated indust!:'ial firm ope rated 
for private Profit and unregulated by the 
State (hence not to re?ulated public utilities, 
fin~ncial orga~isations, OL even 'tradin'J· fir:ms) 
"3.n'J. is applicable onlv to qn economy '·'here the 
Corpor-ation is the dominant fo!:'m of industrial 
organisation. 

\pplied Studies on the subject of merger and ta"keover 
include: \•.U.H. Alb~rts and J.E. Secrall (Eds) The 
f_orporate Herger- (University o.c Chic.::1g0 PresS, -~on.-:lon~ 
1'166) 

,J:Il· Samuels Readinfs on Herqers and Takeover 
(~lek, London:lq72 

~. Singh !_a"keQYP,:£~ (University Press, Cambridge~ 1q71) 

G. l'1e,-=ks .J£i.._~aP£OiQ!.il}a I1arriaqa~ A Studv of th~ 
Gains from i'1ersrn.E.~ CUniv2rsit·r Pr2ss, Cambridge :1q76) 

K. CON ling et al ~erqer and ·:;;conO'T\ic JC~rform.::1nc~~ 
(University Press, Cambridqe·lqgo) 

2. V.I. Lenin Imperialism,the Hiqhest Stao:::o of 
C'ipi t<1_lis..fl} Wro<Jress, I•1os-cQ:;-;-:[9G4f-- ----
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the role of economic POtl er in the tr1eorv of distt'ibut.ion 

put forv,Jat"d by !"":!ohm Bawerk have be,3n qener;:illy t.:J.ken fr:>J:" 

1 
granted. The theses axe that pcwer exerts its influe:."lce 

not outside and against, but within and throur:rh econo-nic 

l~rs; and secondly, perhaPs crucially, that the effects o~ 
. , 

.. Power.- al:'e not long lastin'J. Bohm BaY-Jerk chose monopoly· t:":' 

demonstrate the effects of par1er, an:3. it has been <Jene::-al-_y 

accepted since then that the ~r~~ is the appropriate ,_;c~ :r;·J·:: 

with which to study tha effects of pcwer. It i,Jould follGr 

fJ:"om this approach, that economic pov..rer can have no la~ ;_:ing 

influence~ on the State, any more than it c"ln on the mar:,-:::>t;. 

There would then be no real J:"eason for economic the0!:'iEt:.s 

to analyse the role of economic pO\.ver on the St"lte, paro.:~ cu·-

lar.-ly undet" cir.-c1.1mstances ~A7her.-e they miqht be disinclin=>d 

to acC<3Pt that the analysis o:: po..vel:' VJ as at all i·7 i thin ::hei ·: 

sphP.re of concet"n. 2 Another.- reason fot" the aPParent 1-=tck ,,~ 

interest of economic theorists in this area is suggested by 

The Harxian analysis of capitalism implies, of 
course, a theory of increasing concentration; 
the Har:-sha.llian th2ory of the rise and fall of 

1. E .Preiser "Property and Pov1e!:' in the theory of 
distribution" International 'Sconomi<2 
Paper:-s, No.2, 1952, pD. 206-20, trans-
lated-and rePrinted in K.H. Rothschild 
(Ed.) Powel:" in Bconomics (Penguin 
EducatTon~'I-Ia~mondswor:th ~ 1 971) • 

. . f 1. "" . +- 'l 2. Cf. J.v:.. Galbraith "Po,..Ter and the Use u .c.concm:ts .... 
American ES2J12,1ic_i~::..Y;ie:w LXIII (1973) pp.l-11. 
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::irr.1s impli2s a theor:v of <1 constant d3 .. JT2-~ of 
concentratio~ Nith a continu~l chan~8 o~ the 
individu~l populqtion of firms; and the theore
tical an3l7sis of th·; qu~stion o~ inci:"-:asinq 
returns to scale is also an ~n3lvsis of one
asp!ct of the ~robl2m of increasing conc~ntration 
of in ius tr:7. 1 

~ar:x, of cour:s;, was r:cf!r:rinry t0 th~ procPSS of concen-

tration of Capital in th2 ~conomy as a v.(hol2, Phil-: '"ar shall 

Has concerr.ed al)ol.'t increasinq conr:::cntr:ation, in :=t statistic:~l 

th2 point is that Parshall's th~ory cont"i.ins =t vi2'·7 si'TI.:.l~r 

to that d :Sc!:'ibed as h ~ld by lib;ral th~orists bv .9·rnr::Z? in 

his comparison of various conc.-=ptions of the Stat~. 2 

points out th1t in lib~ral th.3or:y it is qssum.:=i thqt ~x~_stin] 

pr:operty r=lations are given as a datum, nith th8 l:'iSP. end 

fall of indi vi iuals, families O[' 1roups PI:'Oviding the dvl3uic 

el.~ment. ':'heorists h~vr~ t~12n to confront th.; pr:obl ;rr o": ha·; 

t~c St~b~ Hould. f:'lediate benveen conflicting int.:=r:ests to 

ensure the long term stability o-: sociatv. If on th~ other 

hand, in addition to tha ris2 and fall of individuals, ther2 

is a pr:occss of chan~e in propertv relation thems~lves, then 

it appears loJical th"'lt the St"'lte 1·1~be likely to hav8 a 

more fun:iam.;ntal tasK.: that o-F ~ttP.mD-tinq to ensur:~ the 

1. ~dith Penrose O~ __ £t!• p.257 fn.2 

2. P. 'i .S·Te2z'r "J'h; '1'h:~orv of Capitalist D.;v3lo':>m8nt 
(Nonthly R ~vfi-7·-P~-e-ss,· Na,;·-vorlc lg68) -pp-. 240-1-

'rh.; essays contain-:;d in Pt:'ofessor L:i,.onel Robbins book 
on Political ~oonomv provide a verv cl~ar: vi3~ o~ 
liberal politicql philosophy as it r~l~t~s to p:ro
blems of polittc~l 2c0nnwy. Lionel qo~~ins !~~ 
~coDomic Basis of Class Con+lict (I'.acmill~'1, Lor- dono: 
11:31). - . --
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continu;:l.nc:~ of the existing sc;t of proper-tv r-elations in 

the interests of ·th~ property o:Ining class as a whole. 

Hi thin this latter view, the~ effc;cts of ,:;conomic paJ(:~L· 

on tho State, and the role of Stab;, in turn, in fur- tt"l':) r·-

ing concentration of economic POHer become crucial. It is 

this concer-n which requi rc;s us to search for -v.r avs of cat.rcJ·o-

rising capitals which '"ill allOI··T for an inte rpr c;tation of 

the ,State's policies ta·Jards capitals within various s·tr.:::·ta. 

II. 3 Stratification of Capitals throu'1h -------------- -- -------- -------
the Gr-oJth of MonoPolies 

-----~ ----~-----

Although differentiation of capitals by size V.Tas LJ1r8c_:;L':~.;; 

a result of a combination of such pr-ocessc~ss, :-1arx did ~10t 

deal with the im-plications of this, perhaps because th? const~·· 

quences v-rer-,~ not clear in his time. Just as the diff2·:c·lc:~.:: 

betv.T e2n the capitalist class and the ,,rorking class o.pp,~a r:-

innocuous and accid·~ntal -r..-r ithout the understandinq gained 

through the labour theory of value; so also the initia: dif~-· 

erences betv.Jeen the "large" capitals and "small" capitals 

appeared to have little sociological consequence, unti; Lenir; 

dc:v2loped the th.~ory of monopoly capitals. 

Lenin's purpoS'3 in his essay v·T as to sha.•T the dominati::1g 

position reached by an oliqar-chv of monopoly or financ~ c;:Di--

talists in th2 four OJ:" fiv:-o a5vanced capitalist societ~_es of 

his day. 1 He "ll as to use thes2 arguments to d3fine the nat:ur:-c.; 

1. V. L Lenin, Il:!:)Perialism, the Hiq1Jest Staq~ __ of 
CaPitalism (Proar ~ss. J1oscci•T ~ 19641 



of cont:=ndin1' politic.=tl and milit-=tt:'y for:c;s dut:'in1 th? Fit:'st 

·.~ot:'ld rlar, anl of the natut:'e of col<"')nial :=x~ansion. ·-to.v2V~t:', 

in th2 cout:'s~ of his ~xplnnation, h2 was to Pt:'ovidc th3 basis 

fot:' anal·rsinl' th ~ conflictsof intr:(';st beti-v:~~n c1.Ditals which 

W21:'2 at that tim: pt:'ovidinq ·;vid,::mc~ fot:' th:! siJDific~ncr-; of 

the stt:'ati~ic~tion of caDit1ls. 

:..."';nin sho,.;2d thu.t the:: concentt:'=ttion and centr-=tliS3.tion 

of capital led, at a cr.~t:'tain staqc, to monopoly in sper:ific 

bl:'anch "S of Pt:'O~.h::r:tion. 1 ThesP. monopoly c=t1)i t::1ls, pc:!ci sr>ly 

b::;cause of th2ir Pt:'i·vilcg.d position, vJL:I:'" -=!.bl"'! to =tCcL:m-Jl::ite 

3.t an acc-=1 -~r3.tin::r rate, l··=tding to vet ful:'th ;r c~nt~alis1tion. 

The hmkin• s·rst:.::m bl:'ouqht about c;ntr'3.lis-'ltior. of t't~s3 biq 

capi t3ls, both by dr a·1 inq th_~m tor;- ~th :r, =tnd bv pl =tcin'; snall 

mon2'' capit'lls at th::; dispos1.l of the oli1nrch•r of monopolists. 2 

It w3.s the paver of thO> oligal:'chv, ~xerr:ised throuqh th:= 

form of bnnks, th :o stack exch =tnq..., i'lnd joint stoc'<: comp3.n i ~s, 

ov2r th; mon.~y capital of sm:1ll c=tpit1lists, t''lJ.t l'"'d to the 

stc'it i fica tion o-<- the; ca;:;i t3.li st cl.=ts s. 'Fol:' ; ·hil ~ th:; S'll-qll 

mon~y ca::>i t'llist o'Jtain::;d his returns on th; b3.sis of divi ·bnds 

or int . ..:r ~st, the priv3.te nutut:'•; o~ th'3 contl:'ol exet:'cis.:d. by 

the oli'J'lt:'chy gav2 thc3m oppot:'tuniti.~s to ;nrr~r; in -=t v~ricty 

of r:1on-;y m'3.king ope rations, not n2cess<'lri lv conn~ct:=d t·:) t'~-,; 

productive pot:=ntial of th2 ·~ntc;q)ris~~s under thPir con':::-cl. 

1. Ib:i_..q p. 197 

2. Ibid p.216 
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Thz3 profits from these ope 1:"-:ltions "'ere, of cour-s:3, d1 tr"c:::J '! 

at the expense of the visible "pr:ofit" which ·'''ould oth;:.:.:-;'i.s ~ 

h-:lve been she»Jn on the b:=.:tlancG sh:;::;t of the 2ntr~r-pris2. 

By emphasising th-~~ contr-ol exer-cised bv the oliqn.;~chy .../ 

through the terms that the~ banks dem-3.ndad before~ 1-gr:-eeing 

to a lo::.1n, Lenin had c::laborated the concept of c8ntralis'3.tion" 1 

of separatr:o production units r:ecoqnised by 1.::!'7 as S"P'3.r-ute 

joint stock companies. H? ;_;mphasised this point bv d2sccibing 

another method of operation of monopoly capital, in this c::ts:~ 

by the ju3.icious splitting of C3.Pi t.::ilS. 2 This V>T <1S done i_n 

such a '''-'3Y that the parts of th;;:o C-l.Pit~l wer-e able to co:J.tr:-ol 

ser-v::;d as "mother 11 compani2s, controlling 11 d3.ujhtr: r '' and 

"1randdaugher" companies in turn. 

pr-o,Juction m-:=.:tny times l3.1:'<JGr than .::inV individu::tl C·3.Pit=tl, or 

evr~n combin=ttions· of CJ.Pi t"lls, could possibly corr.m:=tnd.- c2.mr; 

under the sphere of control of monopoly C-=t!Ji t3.ls. 

Th-? cruci3.l element for this to h~ possibl:3, of c0urs:2, 

W.::iS th~ conc:~pt of limited liability. This ensuced th::::t 

nr~i ther thr:; b:mks, nor the small arner of mon::;y c=t.'!Ji t-3.2., c::-ulc::. 

be held fin=mcially responsibl:.3 for: any d:~bt the unde 1: t:0.1c:.::1g 

might incur beyond that contr-ibuted by the b.3_nk or the 

in eli vidu3.l. 

1. Ib}_~ pp.223-4 

2. J_qj_q pp.227-8 



The ·;>oint. is th :t t al thou ·rh th} role of b.=m l<s, -::l.S sour ~e s 

of mon2y cqoitqls h'3.d f1r overt1.k.:m th::tt of th2 stock cxch1.nJe, 

lo::tns, "'3.5 th~s..; "1dV1.nces w.~r~ called, ,,~r~ cl;arly not 

fin'lnciql so-unmess of ;>.n und>rt1.~in1 '·''lS th~ v~lu~ o: t:-te 

'1UOt-1tion o-!: i ~s ..:oqui tv .3hJ.r.;s on th ~ stoc"k r;xchmg.~. 1 In 

l.ddi tion, th,~ us~ of co:1cepts 3'lch ::ts d ~bt 1 ~ouitv r'ltios 

sha·TS th1.t th_; stack ··xchl.n:J~ sc.1rv•:d .:=J.n iMDOJ:'t1.nt function 

~s '3. b~s~ for c~ntr~lis~tion, in "'3.ddition to its barom2~~r 

rol2.. ~hus it is -1- ' 
'- . - xist~nc2 o-t: "quot~':l" joint stocl< 

comp1.n i2 s, vii .=1 y ii spr.:;r s ~d sh ::treholdinqs tvh ich 1.llD-1 con t:ol 

b-; '3. minority holdin•, "'3.nd th.:.' 1.cs..:ss to lo'lns, ,.,hich in 

combin"'3.tion nroviCL t:v~ m..;tho:::l by 11hich m'ln·r C'l.Dit"lls ~:::.--; 

c~ntr=tlis;d und0r th2 control o~ ~onopoly cl.Pitl.l. 2 

In 1..ddi tior. to th2s ~ typ...;s of control ov;r smqll !!!?.'~"':_TI 

C'l'Pi t"ll, l ~1..din7 to th j cornerin'J of surplus bv ':h:.:; mo:1::ooly 

str-1.t"1., the sm1.ll~r in:::lustr:h 1.l cqDi t1.ls v' er.; also 'lt q 

dis~dvl.nt<q 2 in r ~spcct to rnonopol v. 3 1\s tcchnolow ncv--;lop; :l, 

1. Sf. E.':l. D'lVi3 1nd Ko '\. 'f'eomms Canp·:my Fin "inc= 
'lnd th3 C3.pi t~l H.'lrkr::t De:,>a.rtrn=n·t of A'8plied -~c0nornics 
Occl.sion,l P1.p.:::r 39 (Univ,;rsity .?res.s, C"lrnhrid"'.J"" l<J74' 
p. 2. 

2. Cf. ''It is cl~:tr, th~r..:;for•:, th'lt th,; B~lJi:tn fin.:=J.n
ci"'l.l holding comp-mir>s n;e-i '1 c3.pit1.l rn'lrk:::t S2ttin'J 
to function on 1 1 J.rg<?! s ,....,_1--; b~c=J.us; trey r ;qui r.e thr:! 
fun':ls of' th2 B~l-:ri.:tn S1.vcrs to fin"tnc..-~ th ~ir control
linl int,~r~sts. 11 

Herm"'3.n 'J::1ems '::'h2 Hol:Un 1 r::orn:;nnv md Corpor 'lt2 ContE_ol 
Ohrtinus :· i jhOff, :.. --d d .... n 1.nd Boston~ 1Q7l) Po 3 

3. o. L'1n1•=, 11Th.: Roln of th;~ St1.t= in 11onooolv 
C 'lPi t::tlism" in Papers in ~conor:1ics 1.nj Sor::iol~ 
(Pcrg"lmon, Oxford;1070), pp.8-1. 
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t:-~e tnini:num size of c:1Pi tal to und~r t-:11'Ce production :1lso 

r osc~, :1nd the~ number of :1reas free of control of monopoly 

2~~it~l was constantly dsclining.
1 

Thus all small c:1Pitals, 

·,vhr3thc'jr centrulised :md under the control of monopoly, or 

r eL1tiv8l y ind,-~pend2n t, sufL~ red from the gra·rth of monopoly. 

II.4 Extension of Lenin's Conc2Pt of Stratific:1tion --------- -- ------- ------- -- --------------
to the non monopoly str:1tC:t --- --- -------- ------

L2nin did not c;xtc;nd his :1rr:rum;~nt fur th8r to complet~..:: 

·the; st r "1tific:1tion, by 1.D'llysi.s of the non mononol v s tr "l.t "3.. 

HO\.vever, it is possible to extP.nd the~ lorjic of his "'l.rqum"nt. 

Bri~fly put, this is th"1t th·::: loqic.::J.l culmination of concan-

tr"l.tion "'l.nd. centralis'ttion is the cr::3ation of mononoly 

c:1Pi tals, and th:: tr:msf:.;r: of part of th::~ sur-plus "a-tned" 

by small money '-'l.Dd industri-,1 c::~.pit.CJ.lists, to monopolisc.3; 

this point is cruci.'ll, for: str-=J.ti-Fic-=J.tion is th':!n inh·:!r-Jnt 

ing on their: in:iividu"J.l s-izes. The push or urge ta·1:1rds 

gunter cen tr 3.lis .-=J.tion which occurs both throur:rh c :1Pi t1.::..Js t 

competition md h::c;>us·~ of the gra-7 th of .n~J soci '3.1 r:eo:ui re-

mc;nts, ::~.nd the d.3velopm,~nt of na.1 technoloqies to produce? 

the commodities to meet these rc3quirements, incre:1ses ~his 

str:1tification continously. 

--------------
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joint st0ck comp"'l.ny J.S -=t ~ne;;1ns of c:mtr: "1lisation, the: pr:oc~ss 

hqd "l.ctu~lly b.::gun r-:1uch el.r:lL3r: Hith th."' focm"'l.tion of "')~r:-t:1er:---

ships of c~pitJ.lists. This\·Jl_S the m.::t:hod bvPhi.ch nnt only 

com":>ined ~or this pur:Pos~. 'I'hr:: r•d"ltior-ship hl.S b~-:nHoll 

d~fin,l in th~: follcHin:r p:~sS"1"J'3 by 1.n :conomic histoc~_l.n. 

/Th; '<;n'}1ish 1 ~J 7 \''as bJ.s--::d on th:; concePtion of 
-P"lrtn=rship, ll:r: r.:ly- justi.::ir~d by th:::: pt:'cvai1ing 
pr l.c':ic}, :J.S tht; 'ousin-..!ss ~ssoci J.tion of -=t f~r 

pcr:sons intim\tr:1y "kno:·•n to on,; 1.noth~r "l.nd 
usu1.lly HOr~<in'] to:-r~th'r. S.=tch P"lrtner could 
th,~n b3 f-=tirlv r:<::g1.rd2d. -:o.s t'11-::: full "1ccr2:J.it-"'1 
1.12nt of th~ oth2rs. As a sh~r2r: in th; ?rofits, 
e1.ch could bJ t:"3g"'lr :L·d as fullv li 1.bl~ for th-:; 
1oss:::s. Anrl t~:; rul..: h1.d h.~·;n d~v;lop:::;d for the 
b2tt 2r pr:o t:~ction of cr:edi tor:s, th :1t th i. s 1 i 1.bi·· 
1itv .3Xt...;nded to "l.ll his pl:'ivl.te orooer:t·;, '1 to 
his 1"lst shillin' "lnd l.Cre".l 

fusion of th..: pr:iv1.tr; propcrtv of indivi 1u"l.1S for 1 bus ·_:vo,ss 

pur:posc. Th: fusion F3.S corrro1ctc in th2 sens~ th"1t th ~ :L=p 

m"l:Ja no distinction bctt~-::!m the pr-operty of -:o.n indi,ridu.J.l 

>ith..:r in th2 form of money c-=tpitJ.l or: commoditv c1.Dit~l ~or 

us.-; in th-; busin;~ss, and the othcr "iSSets of the; individuill. 

This "''"iS of course, il din?ct ext~:nsion of th~ notion o-": th~ 

indi vidu"ll c 1Pi tJ.l, v1her0 no distinctior. ~-r1.s m"l.d; h':!tv 02n 

t:h2s·~ forms. 

1. H.A. Sh~nnon, 11Th~ Cominq of f~-::!neL'il Lir11it2d L~_:--bilitv," 
Economic History, II ( 1q31), 6, J:":print:--.d in ic.o:·t.C::;.rus
vJrilson C~do) ~s_s_·:qs .l:_l}_ Sc0Il':2P1iC Histor:v (Arnold, 
London: 1954), ·iolum~ 1, p. 361~ 
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Hc:x.vever, be for-~~ long, economic .=tdv"l.nce h.=td br-ou·::rht 

qbout fur-ther- ch·:mges in economic bc:;h1.viour: 

Th2 <3xploi t.::J. tion of the ne\A7 economic ch :::tng.~s, h<».r
ever-,oftcm r-equir-ed 1. l1.rgc;r- c::1pit:::tl th1.n 1. fG.N 
individu=:tls could r :::tise or- risk. l\. di ffer-cnt kind 
of 1.Ssoci1.tion gr-ew up, -1. businr;ss union ,.,Jith nurn(:·
rous mr:::mb-:;rs, not \oJell knO.·Tn to on<:; J.nothc;r-,e.=tch 
contributing a little capi t1.l, ::1nd lc'?1.vin'J th<~ 
m1.nagem.=nt in the h :mds of '1 few directors or 
officE::r:-s. 1 

The essenti:~.l point her:-.:; is th1.t the risks involved in 

the large m3.ss of c.=tpit1.1 should b<~ mobilised thr-ouqh the 

centr<'llis"ltion of numerous individu:::tl c.qpit1.ls. This l·l'lS, 

so to spe3k, on the d.::m-:md side. On th2 supply sid::; individu."':l_l 

accumul<'ltions of capit:::tl h1.d led to 1. situ:::ttion where~ 

l'1uch c:::JPi t"ll ''J as 1 ying idle or:- not employed to the 
bt~st adv1.nt.=tgc. C~pit:~.lists, not 3.bl:;! or inclinc;d 
to enter- business -=:tS i'l.ctive p.=:tr:tners bv re-3.son, 
e.g. of -'3.gs, SGX or- training h 1.d no \•7 T{ of s:"tfely 
investing any p.:::tr:t of thr:;ir- 'rJe-3.1 th in pr-oductive 
enterpr-ise without risking all their possessions. 
Poor but able mc'n /on the other h.J.nd7 w<::re un"l.bl::> 
to g~;t suppor-t from richer: men, for2these •.·1ould 
thereby r-isk their: entir-e fortunes. 

It was at .this st:::tge th1.t the help of the St.=tte, in 

codifyinr::r the concept of limited li1.bility, •·•,J.s n'c:cess1.r-y 

for further t~conomic -=tdv-1.nc.e to t"lk:-: pl1.ce~ 

~-Jrhilc~ unlimited li=tbili ty might h~ .'J.dvr'l.nt:~.qeous in 
the l1.rger:- tr-ansa.ctions of the nation, carried out 
by firms of a fe.v rich partners, limitr:.d li.=tbility 

1. Carus-VJTilson, Op. cit. pp. 361-362. 

2. Carus-V-Dilson, Op~t. pp. 373-374. 
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...., 3S na ;J-~d for loc"l.l ,:;nt 't:"Dris·2!s of =1 U3"'ful kind, 
fin"!.DC..!d by num·..!rous passi;-:; srn1.ll inv;stor-3 und~r 
th ~ quid"l.nc~ of th"'"ir- rich<.:!r:- n ~i1hbo11rs.l 

l:l 2 h 1.v.. ibscrib2d. HaJ ::vt2 r, th ~ -p roc "'S s of r- ~coqn i tio'l "tr-r 

th ~ St<=ltr;, of th2 2Xistc;nc.~ in th' for-m o-f comp-"lni ~s of 

cor<:bin;"ltions of cqpi tal distinct ,;conomic;Illy fr-o'11 the: ?·=~_rt-

n~rship, follaJ~d a fumblinq path. 

Th2 first attempt "!.t contr:-ollin'J th~ activiti !S o·-= 

unincor-oor"l.t ;J compani2s in :.<::nr;l3nd c3m0 ''it~ th<~ 1~14 

R--qistr-3tion \ct. 2 This d·~~in?d -"l _ioint stock cof"ln:mv 1s 

P.ith.?r =1 com'Th"!I:"Ci:tl P3.rtnership ·-rith mor:-"' th"l.n 25 m""r:b~ s, 

It is inter .=stinl) to not~ that th ~s-~ tJ.;o dr~finitions iniic'1t<~ 

th2 pr:- ~v~iling confusion b0~1e2n limit2j li:tbilitv, -"iS ~ 

C':3.Dit'lls q...;n.~r"1lly with larqcr c-=Jpit'llS on thJ on~ h:mj~ ::J.nd 

r-;qul -=J.tion of th·::: op·:;r-=J.tions of smJ.ll nur:1h.=rs of r-el1.tiv3ly 

l::trq-- c1.pitqls on th.:! othar-. For, on th:; on:: hqnd, th.; 

crit.~rion of fra'2ly tr--=J.nsfer-"lblP. sh3.r oS without th2 sti"lUli3.-

tion of 3 minimum nurrJ:J;r of m•..!mb.::;rs impli::s th-1.t on"~ -=1nd -tJ.ro 

-----------------
1. C-"iXUS-\t·lil3on, Op. ci!_., p.375. 

2. 2.il.C::1ru.s \•Jilson, QJ2..:__ ci~., pp. 368-372. 
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pe~missible. Essenti~llv this latt~r category represent 

. ,1.1.11 the :!COnomic Ch ''JXacter is tics of this ty'Y)CO: 
!of co:npan;z7 are thos :e of 1J"lrtn?r-ship Dr:-op";r, 
whether th~ cornp=:1.ny \~' =J.S m:; r<~l y thr:; y}option of 
th,~ corpor:ate form by ~n old P'lr tn~rship or 
th::; r :;qistr=J.ocion, of, intrinsicl.llv, a n~T 
P'lrtn,~rship. In both there l·roul:::1 h:. no 'l.PP£::!1.1 
to th~ gener2l public for funds, 'l.nd 'l f=:1.ir 
1.mount of pc:;r:sonfl ::tcqu.qint.'lnce :tmOnj th'~ membc:rs 
m'ly h:; prc;sum.~d. 

On t.h-e oth:;r h::ind, the criter-ion of '"-minimum numb:':!r-

tc'lnS fer ::tble, implies a n:;coqni tion of th~ import-"'tnce c:: 

the ~~'2.! of capit'3.1S comprising '3. compl.ny for me:=tsurinlJ 

the sizr~ of th::; comp1.ny. In othr~r ;:1ords, both th:: Drocr;3s::;s 

of centr'3.lisation and conccntr"l.tion W1~re implicitly r:ecc~nised 

by th:::; 1844 J\ct, but the spcci+'ic differr?DC·?S b2t\,7r:;,~n th·:; 

ti·J o wcr.~ not yet cL~'ll:'. 

In fact th<:: first Comp"lni ~s Act of 18-56 did not nlrtin-

havr~ arqued, a.rc implied in the i:PO cri tcr:i"l. of the r~73.rli·::r 

1·~!). It w '3.8 not until 1907 th."lt this dis tinction ,,r as m.:J.d"''; 

whiL~ vTith tha pass:tg:::; of th.:: P.'1rtr'h::rship Act of 1890, English 

Cot:nPr::tny L'!lrJ h'ld 'JiV<'-cn eff::;ct to th~ ::?conomic re."l.li tv of the 

'3'l.rlic::r, Th2s2 were, to rccapitulabo.: th2 sinql:?. c.=tpit.'ll 

( proprietor ship) ; 3. combin'ltion of C'lPi t=J.ls ( P3.rtnc~r ship) ~ 

1. H.:;. Shannon, "rL'ho Limi t':!d Comp,ni""s of 1866-18133", 
Economic History Revia~, IV C1g33), ~, rePrinted 
in ;~ .;1:--c·~r:--us--\t.JTilson, 2P~~ cit._ p. 380. 
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furth>r in~r..:1s·~ in tho nurnber of C"'1.)it1.ls combin2dt•'iLn 

Limit; 1 ComuqnL:s); .md fin1.lly, l1.rq ~ sc"112 c2ntr"ilis1.!:ion 

throu?h th ~ Pu~~lic Limit ~d ComD'tny~ 

It -v·,s t"i1~:::n for gr1.nt;:l th'=t.t vlh~r: 1. l"ir:-J; C'11Jit.,l 
bevond the r~ans of a E"!'.v partners ,,ras nP.ejed. for:: a 

\· 7 0rk of ;:tcY..no:.rledq'?d pu0lic usefulnP.ss, th~ subscribe:·.s 
should b~ -::ri7en that privileqe 'of lir;JitPd liabilit•r7. 
Evqn tr2 size of thP C3.Pit3.l tJClS not -=tli'ClVS looked at, 
\s the mPr:\be-rs had no r:-e1.l control over the Comoa:-rr, 
limit~d control must be balanc~d by lirnit<:!d r:-esponsi-
bili t"v if th8 C=J.Pi "!:al was to h~ raised. 1 

The th r~e essential sta:res in the increasinCJ im')or:-t:>nc~ 

of c~ntr~lis1.tion as a m2ans of 3ccurnul-=ttion l1.v ther~fore 

in th~ ~Pthods of centrnlis1.tion av~ilablq. Tho sin1le ca~ital 

could q-ro·r only thr::ouqh i!2£.i. vidual accumu l'ltion. Cor:1"bin"' tio~ts 

of ca-si t1.ls could gr::o,r through fu J:ther c~ntr "llis 'ltion, .~.r'C! 

throur;h accU!"'lulation. Finallv the sta:r-=: ,.rould com~ Fh<:!r::e 

differ-entiation b'3tHeen "active'' an:i ";Jassiv'?" caDitals nould 

l~ad toenormouslv incr~ased possibiliti~s for centr::1.lis1.tion. 

Ha~ever::, the diff~rentiation would n~ed to be sanctionPd by 

the Stat-:: -- in tt-:.= form that i'iar-x not~d, of COM-::>any la·', 

defininJ an1 rP.qulating the functioninq of joint stock comoe1nies. 

Once this distinction had be8n defineri bv la·r, the 

process of economic centralisation could procP.ed furthe:. 

\"Jh::J.t had hapoened at this stage was the di vor-c2 bet:Fee'1. 

n o.··ner ship of capital and actnal di rzction of production" o 

2 

1. C::J.rus-tlilson, ~cit. p. 375. 

2. Paul .9.-veezv, The '.::'heorv of Capit~list D:=veloPtr?nt, 
(;;onthl-v- Revie;7"Press;-"1-•a.-r York: lq6q), o. 2S8: -
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Put anothe t:' way i 'c was 11 the, freeing of the industr:ial C.::iPi

talist fJ:"o~ the \function of industri"ll entrr~pr:-F?.neur". 1 

Both of thc~se distinctions, bet..-u~en a,rner:- ship and 

dir:-ection, and capitalist and entr:-epr:-en~ur, wer-e the ouu-var:-d 

signs of a significant :3conomic change in the making. Hilf-~r:-dinrr' s 

work on the l\1ar:-xist thc~or:-y of the corpor-ation \vas the first to 

m:.:1ke the significant point that a J.istinction could na·1 be 

made b::otJ:Jeen the industr-ialist c.'loi talist, and the money ca-pi-

talist. 2 This ld as the :Us tinction made possible by the concept 

of limited liability. Hcxn::~ver as Swc=ezy points out in his 

r-eview of Hilfer:-ding• s "'1ork, it v.1as not the cor-porate fcrm in 

itself that could bring abo1.:1t this ne'' category of monc:.y 

capit':lls ~ 

1rJTh::1t is dt=cisi ·vc; is the grcx-1 th of a reliable market 
for corporate secur-ities, its0lf .::1 long historical 
procc~ss which cannot be gone into here. The r:-eason 
for- this is clear-; only through the securi tir:s marl<:.et 
does th:o capitalist attain independence of the fat·:; 
of the par-ticular enter:-prisr~ in \·Thich he has invps~-:cd 
his money. To the ext•:;nt th::1t the secur-ities marY,::-,·t 
is pr(~fect2d, the sharehqlder r-esembles l:=ss and l~ss 
the old fashioned capitalist oper-ator and mor-e ~n~ 
more a lender:- of mon::;y i-vho can r-egain possess ion of 
his money on demand. 3 

In essence, then, we have the br:---=aking of the bond 

beU.1een an individual caPital and any given,_ specific, "mman 

·1. Rudolf Hilfer:-ding, .:!2..~~-:;:inanzcapilli, 1910, p.112 
quoted in Swe ~zy, OJ2...'!..._£it., p.258. 

2. Hilfer:-ding, 22~q}t. 

3. · SvJeezy, op_'!.. __ c..li. P. 2 58 
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caPit1list. Th~ l.:=gal right to the capital (th; sh~r;hold-

inJ), its~lE becomes a corrmoditv to be bour:Jht ~nd sold, its 

val uu lying in its ability to dr :~.v on 3 part o-F the sn:::!ia l 

surplus qener:-:tt:.:d by cr;ntr"'tlis,:=d c~pit:1ls. 

to develop th.:= .r:ollaJin1 line of ~r'JUm:mt· tha~ a.s caoitalism 

dew~lops, the size of enterprise r;m1ired to m~~~t scci~l needs 

'1ra~s at a rat8 greater th3n the r~te of accu~ul~ticn rf any 

individual capital. Thus th2 naed aris2s for combinations 

oF'indiVi.iu"ll C"'lOitals to dcv:;;lop throuqh th:: ncrlium or t':1=3 

credit system and joint stock comp,nies. Th"' "roc2ss of 

c2ntralis:1tion b_:comcs mor~ import.,nt as tr>chnolorrr :l.;v_.lops 

furth ~r. 'l'h2 increasinr:J c:.=ntr al isation 'l-7 hich is n ~c ;ssi ::.-:~. t ;d 

d;:::v >lops b3.s.;d on th; numb.:r:- of fused C'3.")i t.,ls th :it ~c.-.:!1 is 

compr is·:; :i of. 

II. 5 ( i) ':'ests of ~mpiricd.l 'ld.lidi tv ----- -- ------------------ The 1'Bi1 Businessa --------------
-::rouus ____ .;.._ 

the us,~ of 1 ~q""ll ::or-ms in or:-d2r to identify the oi f-E,~r,..,nt 

typ,;s ~nd sizes of c-:pit=:1ls, ~-1r: consi-Jer it incorr~;ct to 

identify th ~ l-:!J"!l forms strictly with one and onlv OL~ 

tvpe o-F c 1Pi t =:1l. r;:o demons tr ':l.te our point, l7 e r.::~turn to th~ 
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· issue posed r:.-epeatedly in discussion of the Indian economy, 

about the nature of the 11 monopoly 11 or big business groups 

which have been shavn to exist in India. 1 

The ILPIC, or Dutt Committee, had pr~pared the most 

exhaustive list of enterprises of which the biq groups a.re 

compr:-ised. In 3:ddition to joint stock corporations, both 

·public limited and private limitRd, these also include a 

number of unincorporated firms (partnerships and ev~n. propr:.-ie

torships) .. 2 Hcwever, the dominating fea.ture of Ra.ch group is 

the Presence of at least one "quoted11 public lirnited.ccm-pany 

with a Paid up capital of Ps.20 lakhs or more., In f".!.ct, the 

structure of some groups consisting of comparatively sma.il 

comPanies and unincorporated firms clustered ar:-ound such a 

public limited company, tends to suggest that these gr:-oups 

deV':!loped through the gravth of such companies, and subsequent 

floatation of others, while diver:.-sifying their inter:.-ests. 

---... ---------
1. See, for inst::1nce, Government of India, Repor:.-t of ·the 

Committee on Distribution of Income and Levels ·Of----· 
LiV~lNew Delhi-: 1964) ,--and'""'Report of the I'1ono:eolies 
Inquiry Committee (Delhi:1965): R.K.Hazari, !h~ 
Struct~£g_2f the Corpor::1te Priv".!.te S~cto£ (Asia. 
Bombay: 1966); Aurobindo Ghose, 11MonoPoly in Indi'in 
Industry: An Appt:'oach" Ec<;>nomic and Poli tic~l ~I..~ekl.;l 
7 ( 1972), 5-7 and "Investment Behaviour of Monopoly 
Houses" Economic and Politic=J.l Heekly q ( 1974), 43, 
44, 45-46; Ar a.binda Ghosh Q.QQ.Q~_u.tration in Inrii.::J.n 
Industries, 1948-1968 (xerox !1icrofilms, Ann i-\.r-bor: 
1974); Asim Chaudhuri Private Economic Paver in India 
(P8oples Publishing House, New Dalhi: 1975) : N. s: 
Siddhartan Conglomerates and Multin~tionals in India 
(Allied, New Delhi: 1981). 

2. Government of Inr1.ia, Ministry of Industrial De,r·-~
lopment, ~e£~~t of the Industri~l Licensing Pol~£Y 
~ngqirv Committee, NeW Delhi, lg69. 
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TClbl:; II. 1 ----------

------------- OF SII \RES M10:JGS:: :;:_,li.RG:8 ------ ------- -----
Sd \R:!:HOLJINGS OF .:1.0 COl·f!?\NIE.S ll' Ii:DL\ ------------- -- --------- -- -----

- ,- - - - - - - - - - - - - - - - -
I 

Tot:;.l l'umb~r:- of 
Sh=:tr:-~hold•~rs in 
th; Cor.()"lny 

I 

' Propor-tion Of Tot=:tl Sh"lr:-es held b-y 
I th::: l:1r:-g"st lO't. of holdinqs I 
I 
t - - - -,- - - r- - - - - - 1- - - ... -' I B.;la·· I 5 O",t. I 5 f'c-/ 7 lf'{, I qo% : qQ'fo I I I t ·,.. 

I 
I 

- -
'3.D1 

SIJ% I to I to I I 

' I I to I to I ClbOV8 
I I 

60';~ : 7 lf'~ 80% I q(Y~ • I I I I • !.... - - - .!. -• - - .!. -I • - - - - -
3clo.·T 1000 3 2 

1000 to 5001) 1 1 3 g 

5000 to 10000 1 1 5 2 

10000 to 15000 2 3 

1500C to 25000 1 1 2 

25000 1.nd "'lb0v~ 2 1 

1 1 2 q 23 

Sour-ce: Co·np3.ny News '1Dd Notes VI, 1( 1g67), p. 34. 

-

Th3 point th ~r:- .::for-e, is th=:1. t whil'3 th'" co'·-~"T!onlv qc:! ;-;>t'3:i 

"rr.onopoly houses" clc:JXl y do ooe r-=:1.te th rou0h l:tr1'2 quot3d 

public limited comp3.ni8s used ::1s "1 m~:tns of cer.tr-1.lisirg 

c=:1.pi t:1l, centr :Uisa tion Cllso t.::tkes pl qcr; :1cross leg-=:1.11 ,_7 

s.~p"'lr at2 units, in a m=mnt3r th=1t the Dutt Comtni ttee h 3.d sl-:ON n 

to be similqr to the patterns desc~ib2d bv Lenin. These ~r:-e 

interlockinJ of dic~ctorships, intercot:'porqt'" investm~r::t =md, 

of cours:, fqmily ~nd sociql bonds. 
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Ha,,,ever, U.Vo questions are raised by th~ specific chat:"ac-· 

ter of these groups. The first is the place of quoted pub~ic 

limited companies which may not h3.V!'O been included ,,rithin any 

of the groups by the Dutt CommittF:e and miqht therefore be 

said to be independent of monopoly capit3.1; and secondly, 

if.rhether there are anv c.'1.Pi tals independent of these bi.'J ho·J.s!'OS. 

To anS\rJer the first question, we undertook a comp;::.ny by 

company examination of all the 1522 quoted public limitF=>d 

companies that existed on 30th September 1966. (jiven our 

scheme of stratification, our purpose w -3.S to examine whether 

each of these companies either ( i) belon Jed to one of the bLT 

houses as specified by the Dutt Committee or (ii) sharec at 

least one common director Hith any comPany in critericn ':i) 

or, finally (iii) shared a common director i•Jith a bankLv::; 

company as they existed prior to thF: nationalisation of "\::he 

14 major banks in 1969. 1 

1. For this exercise we took the complete list of quoted 
public Umited companies, Pr-ovided by the D2Par:-tm~nt of 
Companv Affair:s, .=ts the basic document. The Public 
limited companies >·.Thich \rieJ:"e identifiF=>d bv the Dutt 
Committee on industrial licensing and mF:ntioned in i t.s 
r:epor:- t 1·7 e r:-e comp3.r:-ed 1-.r i th this list, and the co:nmo:J. 
ones id~ntified (s,~t A). 

For the remain i.n1 quotF:d pul::Jlic limited compan L-?s, He 
used 1Zothari's H3ndbook to identify th:o members of the 
Board of Directors of such comp3.nies. The composi~ion 
of the Boar-d obtained in this w av Has then compar-ed 
with the composition of the Boar-d of Directors of t.he 
85 banking companies li:3ted in .-3.n issue of Oomp:::tny 
NeH s and Notes. In these cases where at least one 
common director betHecn the b·7 0 sets of directors 
was identified, the r:-elevant comp.=miAs (Sr:;t B) Fer:-e 
add.~d to Set A. 

contr'l •. , 
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\Je h3.v; in this w:::1y, ext;•nd2::l H~z.:J.ri' s concept of innc:r 

and outet:" ci t:'Cl'-"S to de~ fine a \·lt~b of monopoly c1.Di t1.ls "lhich 

domin1.te th ~ economy through control of public li'li t:==d coo:.l·

P3nies, 3nd -=1ll their inter:r-:lat'=d Jroups. 1 He Hould c3rtc:J.in1y 

a:lmit thA.t th!s.~ link3ges, of cornr:~on directorshiPs, inter-

corpor::~.te inv2st:nent, ~nd soci"ll i=l.nd commun1.l tias bet:I·ieen 

le::1din1 personnel do not preclude ~iff~r~nces over economic 

''l.D :1 po1i tic-'ll issues 1.mon·:rst controllers of these lar-:re 

ca~it:tls. :Io.Jever \'2 \•rou11 .:trl'u; that th~ provid'= the 

str:ucture for this s tr:ttum to exist in :t st-=tbl-: forrrt not '·7 i th-

st "mdinq occ~sion ~1 or: r~ven protracted int ~r:necin8 n :::J.r. 

r:'h~ resu"!.ts of our C"l.lcul~tions on the 1522 COr.lD-=tnies 

sho.1 that we • .• rere "l.blc to accou'1t for 1010, or '!bout 6qo.~ 

of the comp3.nias in number, 1.nd for rc;.q'1q.54 cror~s of ·-nid 

up CC3.Pit3.1. ':'his ar:~ounted to 89.2~{. of the !)"lid uo C:::J.Di-':~1 

of th~ 1522 comp:;.ni3s. It vvould most prob:1blv h3ve be~.' 

possible to ext,~nd th; covr~r'1qe still further "' ith '1r<?1.t~r 

Fin1.lly, i·ic comp.3.red th.~ composition of the 3o'!rd of 
::Jir.=ctors of th2 r::=sidu ""l.l quotf~d comp'lni -.s Hi th th; 
correspon lin·J boards of comp-:mies i•7 i thin the list 
provLl~d b r the Dutt Corr:mi ttae, in those c-=tses •·rhere 
there VJ er: 2 1. priori re"lsons to expect 'l linl<. l>.. third 
set of quoted comp.'!ni~s (S-==t C) H4.S in tr.is way i'='olated. 

Tht: p'!id up c-.pi t1.l of comuanies in "l.ll the three sets 
W.:J.S then comp~red to the tot1.l Pc:tid up c1pital of {UOted. 
public companies. Th~; results ~re desc,...ibed l~tei:' in 
the tr;xt. 
SourcP.s:: { i) Gov;~rnm'3nt of Inili.:J., DeD'3.r:trn-;nt o-f Co-:m;::Jny 
Aff'iirs, Inform-=ttion Br:o3dshe~t No.3 1 1-:)67 (nim--;or-;-"!Dh). 

1. 

tTi) Comp-:;ny-Ngv s '!nd l10tes ''I ( 1q67), 1 
pp 113-203. 

(iii) Koth.l.r. i • s 'Sconomic ';ui<h l.Dj Inw~sto-c3 
Handboo'k.--of Indil. 1g!S6-67 O~oth1.?i, ~~~'1r'1.s-:: 1967) _____ _ 

( iv) R2port of the InrJ.ustri '11 Lic2nsinq Polic-.; 
Jnguirv Co~rni t~e~, Aup~nriix, Volume ? • 

R.::. Haz ri, The Structure of th:; Corpor"l.tq 
Priv1.te Sector, (Asil., Ro•nb-w: 1q66). 
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effott. He»Jr~ver the point C3.t issue '1Ppe 3 rs to be est:tblish0 d 

by our exercise. 

ho 3.nSI4er the' s:~cond point, thC3.t is wheth~r C·1.Pi tals 

independent of the monopolies exist at C3.ll, we would need 

to demonstr~te the case with 1.11 the 3.PP~rently independ~nt 

caPi t"'lls oper3.ting through unquoted Public 1 i•ni tc::d comP1.nL~s, 

Priv"'!te 1imi ted comp1.nies, and unincor:-por3.ted firms (p,l.rtnel:'

ships and proprL~torships). This is a difficult exercise 

'i·rith.capit"'lls in unincorporated fil:'ms, so we ,,rill concr~ntr"'lte 

on thes·:; capit'3.1S that OP<~Ulte throuqh priv1te limited 

comp.J.ni ::s. 

H!e hCJ.ve done this by ex"l.mininq th~ sh"lre of Pl.id u-o 

c::tpit."'ll of all priv:qte limit~d companL~s .'3.Ccounted for }v 

such comp~nies ~,,,hich lie ,., i thin thr:; big ·1roups as Sl:lecj_ fir::d 

in Haz":lri' s study, and in th<:o Dutt Committr:;e u~port. Thl~ 

results, for three periods of tim::-;, are sha,..m in '1'.3.ble II. 2 • 

. :;s c:=m be seen, as 1 ittle -=ts 15~:, of the tot3.l P1id .UP c:=tpi t'J.l 

is accounte.l for by priv'J.te limit:;d comP--=tnies Hithin th~ qrouT~·s .. 

Although some of the remaininq 85% of the P"lid up c-=t~oi t"l.l 

may be associ"lted•dith priv3.te limit·:;d comp"l.nies linked to 

c.'lni tals in public limi tr=d compC3.n ies not mentioned in t~Gs,:c 

spr:oci fie studies, we think th~t v.i i th such :'J. 13.rge propo;:-tion 

of priv':lte compa.nies hetving "slipped out of th3 net:' of the 

big hous·.~s it is r:ensOn'lbL:~ to conclude thett subst=mtil.=. 

pockets of non monopoly C·"'!Pi tals ·:;xist, even 1·1 ithin ·::-.'l.P. 

cor:porate sector. 
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Table II. 2 

PR0PORTIOl: OF T;n ~AID UP ~A:>ITAL OF f'RIV~.TE L ll·1ITSD 

--- ----- ---- -- ------- -- --- ---- ---------
- - - - - - - - - - - - - - - - ..- - - - - - - - - - - - - -· - - - -

Scheme 

1. 1l3.zar i' s 2 C 
complexes 

(1951) 

2. :-l;:tzari' s 2C' 
complexes 

( 1 ~58) 

3. ILPIC Reoort 
( 1966) . 

P "li "1 UP C"!Pi t"-11 
of c0mpani~s in 
'JL"OU")S 

(""· r.r-ores) 

33.SO 

41.98 

61.42 

?ni.d 1..'P Capi t'll 
Of '3.11 cDmp3niPS 

(rc;. Crores) 

219 

321 

C0lU"Tl!i ( 2~1 

as c' o.;:( 1) 

1').3 

1l.1 

::1.3 

- - - - - - - - .... - - - - - - - - - - - - - - ... - - - -

Source~ ~cws (1) and (2) Hazari, Op. Cit 
'R.ar ( 3) ILPIC Report, _"'.ppendix Volumo 2.-

Tinr.ludes 73 houses, lar'1~=> 
iniepen0ent companies and subsi
di'lriP.s of ~0r-eign companies). 
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!!~~i!~L_!es!s o~ Smoirical Validity ~ ~lze Comnarjsons -- -----------------------------------~-~----

r~o completr:!, our task of str-atification, t-7e h:::J.ve to 

demonstrat':! the consistency o·E our- aroument. By this, ~,,o 

mean that it is necessc:J.ry to sha,r that l"'lrqer caoitals ' . \ ln 

the sense of controllin~ gr-eater Dr:-oportions of social 

pr-oduction) have also a gr-eater- number of capitals fused 

"""' i thin them o In other- ~,7 0t:"ds a par-tner-ship (multiple caoit.als) 

must be sha,Jn to be gen':!rally lar-ger- than a propr:-ietorsh~_p 

(a sinqle capit,ql), but smaller thc:J.n a private companv 

(multiple differ-entiated capitals), which is itself srnallo~ 

than a public companv (money or- stock capitals) 0 

ll'e take the single 1multiple transition first. The cl."ltz::. 

Fe have are based on 3 st:caticied randorn survey of 13S .sLHll 

scale units regi.stered H ith the Di c~ctor of Industr-ies in th~ 

1 --;overnments o -- At the time of the survey a sm::o.ll s::::ale 

unit 1;1 as defined to be one in which the gr-oss value of -~,ln.nt 

and machinery -vras less thc:J.n Pso 7. 5 lakhs. Valuation of the 

as sets of small units ')resents sev~ r."Jl n roblems, because o-f 

·the general 3bsenc'~ of or:-ofi t ,qnd loss accounts, let alc:Je 

balance sheets. HaJever the or-iginal value of Dlant and 

machinery is mor-e e"l.silv av.ail~lble, "lt least fr-om rr=:.gisterf'd 

units, because this is r2quired for admini.str:-ative purposes. 

1. The survev ~vas un·1.ert"''1<:en in Februar-y 1g74 by b1e 
Indian Institute of Public AcJministration, Pev-7 
D~ l_hi. Although the Repor-t of the Su:rvo.y is con
denti:=J.l to th2 sponsoring authority, \ve h~ve been 
able to m'"ke use of the data collected. 
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w"ltich sho:.vs t"lt? proportion of the cumul-=ttive valuP of n1 1 r1c 

and m1.r;hiner:-·r t-drich is "l.ccountr..d -For b"J siPqle c"l.Pit1ls .:::md 

rrultiol~ c1.Dit1.ls.
1 'l:'h~ r1T-=t.nh s'hows >-h2 'Jr"l.du-=illv in,....:::-~""'!si_ng 

Dro-)ortion "l.CC01mt'=!rl for b-., mul ti0le c~oi tals -=iS the C'L:mul~tiv-:> 

V1luP. of Pli=tn"t ~nd m~chinnrv incr~-=iSes • 

.'\lso sha·rn on th'=! 'JUtPh is th::: rel3.t ive deqro~ of corr~s-

pond;"lcc; .JatJ·e~n th2 tvP~s of c~pit~ls an--5 the legql forms of 

this purpos~ He hl.V"~ .:::tc;sum~cl th=1t the p=~rtners, or th~ cli.recto:-s, 

rcl"l.tio:::-Jship beb. 7 e?n th·~ '"'nrtners, or ~eb.-JePn th~ di:::-:c·- rs 

In '3-ddi tior to s in1le c-=t.pi t1.ls in the for:-n of cropr :i_.-.to r:-

ships propr~r, such c1.Pit1.ls 1lso Rxist in the form o-F -.,-,l'tt m2v 

bP. called joint f~milv o"lrtnerships. Econor'liCi3.ll v, th ~~sc; 

-
m~.,r.lber:s of -=in un-Hvide-i f-'3.m:.lv in orfler to lr:;ss'""!r the bur:lr:n 

of -vJ:::~lth t-1.x, b--.r distributin'1 the leg'3_l bur-3~n of th~ ~-e"lth. 

Thouqh sof11e of e1e'"'1 m.1.v evr=m h=we been registered unc'ler -the 

P-=t.rtnership Act, th~-· still r"m-=t.in a single c-=t.pit-=t.L 'll,s th-:: 

line on th~ '1C"1Ph shows, they -=tccount for -=t fairly const.qnt 

1()<'~. of th"' curnul '1 tiv"! v1.lne of plant 1nd machinery. 

1. Tr 2 h-=tve h-=t.d to m~k~ use of this admitt~dlv sm-=t.~.l_ 
s'3.mple "1.S there does not ."l.PPei3.r to be anv othet· 
sourc ~ of d"lt'l whi c.h cl 'lSSi fi es the it2ms in ~ 
forn s•J.i t-=t.ble to our puJ.:"1JOSe. 



10 

• • ,,....,, • ,,.., ,.,..n,,. 1 rrt'"IJ ,.,.,< l'fJNJ·~'NY 
~H lf.l 

'5 't\ An_ E S 0 f' "5 IN Gt. E /rtl 1) t'\ 0 L. "il Pt...~ C#tt't 'IA\..S &f .Sru: 0 F . lloJ V51f1Er.l1" 

IN Pt...MJ T" 1\11 t) M lt(.t\ t t.J ~"1 
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Th2 constant oercent~qe o~ the joint familv p~rtners~~n 

in the cumul=ttiv,~ value of Pl=tnt an:l m3chiner:v corn.binr:''t ioTi.tli 

a falliw:r Percentar-re of sirv}le c.=t\)i t3ls as ~ v-rhole imtJlies 

th3t they have a qr3at~r: ~,,1ei1htaqe as a form of operation 

amon·TSt the l3.t:"'j8r sinqle C3l)it~ls. rl'his FOUld imply that 

the i oint f~m il v Partner:- '3hip, 1·rhether registered or not, m':'l.V 

be 'ln intermedi'lrV form J.en.dinq to the dew~lopmr-:nt of rnul tiDle 

ca-pi t::tls (partner. ships p~:oper) • 

In a sens•"! contrar:v to the case of the joint fCJ.mil 'r 

P3.rtner: shiP, Hhich ar:e in fact s 1nr:rle car!i tals, irl9 ril"'l.V also 

h;:we mul t iplr.::. c.=J.pi tilS ope r atinr:r as a propr: ieto rshi n. c~~n

tr:llisAtion h'ls occurred he:cc bu': ~he unit has not 1Jeen 

of the adv.anV·iqes of ['r~qis tt:'i'ltion. 

Th=~ discus.sion so far has sho,,n, fit:'stly th0t: th~ i;nDor

tance of multiule caPitals increas~s systematicallv as ~he 

size of the unit in te rrns of the v.'llU<? of Plant and m?J(.~h in er-r 

increases; and secondly, that the legal forms of propr52to:ship 

and partnership are good indicators of the existence o~ a 

sin·]le or- of multiple c::tpitnls. In addition, He h-=wn dj_sc·L~SsP-1 

the joint familv partner.shiD, ."J.nd t1:e multiple capitals prcx:~:>

torship, both of Hh i.ch repr-esent transi ti tonal forms f::.")rn 

sinqle to multiple capit"":J_ls, :'1_nd the alternative legal c0~·:-:~s 

appr:opr:- iatP to t'::lis tr;:tns i tion. 
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·J,.s f.1r '!S "!ultii-Jle differ..,ntiat;d ( ''~c:tiv"'" <=~.nr'l "p3ssiw~") 

c.~Di t;::tls "lr'~ concern""d, 'I.·Te Find t'tis occurinr:T, =iS l'Tliqht "be 

0f course the-: r~ 

cl 1.ssi f.'r as :x "r:lpl ~s of the existence. of both act i V'"' qnd 

nn the bqsis o-: ">ClCi11 ·)nnis "l.Di trust, ::ts disti.n0uishe~1 from 

th::: ~cono~ic l01ic of •.-:~ntr~.lis"1tion. 

Turnin1 to th~ s1cond trqnsition, i.e. f.rorn Multi.nl~ 

uniifferenci 1t~j to multiol~ ii~feren~i~t2d c~oit"lls, 

to est:~blish ,.,ith this :l01t-1. th1.t such c::=t:'it:tls 1.1:'<': of :i_;'rq"r 

lr',~ h'lvc s"::a•n thl.t, historic'll1_y, it P"lS tho incre~s:n-:r 

p~ce of technicql ~nd economic ryro~ress th~t re~1irerl "1~ 

n ..:~ · 1' t blv t-h--t th1' q led to the different; ,tion beh'"";n ~. ,, 1 nr~v ·'l. , ... " -~ -

t ..., 'd of ,..,u,.. survPV d·,.t--, thj_s di'C-I:~renti'l.tif'n thrn'l.q'r .• e ev1 ence ., '- . . -..v ,, 
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th;'lt thesc:; compl.nir-=s U::'!PC~sent centr'1J.is0.tion, combiner1 ,,,r i th 

di ffe ren ti=ttion of c.'lpi t=tls, we ~-·Jill h".Ve in •:::s S""~Ce> esta-

bl ishe i our point th 'lt the pr i v=tte limi tr:~d compn.ny r:~pr~sr:nts 

gre<'l.ter degree of cr~ntr:"llis-=ttj_on h'l.S t:o.~~en Dl:3.ce in th~ fo;:-

mation'of the associated capit'll. 

Pe m"'ty mr:ntion in this connection th"l t our survey dicl 

n0t include "l.ny c=tse of '1 singl.~ capi t:=:tl oper:atinq in th2 

forrn of ·l. private limi..ted comoany; thus som:c:: c::;ntr"'1lisCJ.tL:m 

does se·~m '1 necess.CJ.ry condition for the utilis==t tion of ·::he 

argument <'irt:'' b-:=:tsrcod on l. c·-,nsus SC'lle =tnalysis of nr:iv"ltr: 

limited comp:=:J.nies, r=::<Jistert?d in r·'lah:=:trr.tshtr'l, .:1nd i":!. ouec::ttion 

in 1962.
1 rrhe d"J.t:=t h"l.V2 bc~en PCjS~~nted in F1. m3nr:::;r so "iS to 

d<:,scd.be the chl.r.=tcter.istics of thP. comp.:lnies in teems of 

sh"ireholding, .iirectorships, pl o.c.e of oper":ltion, b.:=tlrme<=: shPPt 

of -=1ll comp-:1nies (Public "tnd pr i v.:=tte limi tr~d) in "hh"lr "!.S~'"lt r.:::t. 

totC'I.l numbr-~r: of nriv-qtp limiteo comp,nies,· rJ.nd 28% o~ 'th-:oir 
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for~ation of pr i.v l.t·" l imi tl':d comn1nies. 

'T'1blc II. 3 -----------
DI 3'1'R IBU,.., ION 01-" co:-tP ;.N I~S BY THo;; 

No. of F"'l.llilies Po. of Corn::1.nir~s 01 of t0t"'ll 

1 lf' 30 ~2.3 

2-3 1190 37. 3 

4-5 4-71 1£1.7 

f1-7 105 6.1 

8-1.0 136 t1. ~ ......... 

11-15 75 ?..3 

AbOV'-3 15 97 3. r· 

'fot1l )114 100.0 

- - - - - - - - - - - - - - - - - - - - - - - -

distinct c1'Jit1.l, Phil2 15. 7:~ involv; P10r:-e th1.n S f1r.ili~s c>: 

c:'lPi t1.ls. It is irn.l:)OJ:'t'lnt to note th-"3t "'iS cwner-ship h1.s bP -n 

defined ~.3 1. '"'linimu!T\ of so~~. of the tot-11 sh1r:-eh0l_dinq, "':he 

In ~:'kii ti OD, 

cccpor"1.t~ holdinqs unconn·:ctr>:--:. ,.; ith oth2r co··nor:""~tG, OL" 
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.L~-.iividu'3.1 holdinr:Js h1.v2 been includrd ~-1ithin thP definition 

of a. "f"l.mily"; A.nd such holdings thc::mselves imPly centr:-nli--

sa.tion, 1lthou0h in thes~ ca.SGS, as Lenin described,it taKPS 

the form of control of 11 d:tuqhter:-n 1nd. 11 gr:-and dnuqhtPr 11 comP-=tnie3_. 

th."lt is, acr:-oss org-"l.nisa.tions ~,rhich are 1eg:::tlly distinct. 

The differ~nti"ltion beb7 een active ·and passive capitnls 

is shONn by the follarJinq t."J.bl? of th,~ ex'tent of o"rnershiP by 

Dir:-ectors, 1nd their:- families and '3.Ssociates~ 

CWner:-ship of 
3hares by 

1. Dir:-ectors 

2. Dir:-ector:-s' f'3.mi
lies 1.nd asso
ci"'.b~s 

3. Other:-s 

Tot."J.l 

T'3.ble 11.4 
---------~--

Compnnie~ 

Before 1g54 
% 

18.7 

100.0 

Relistered 
Beu.,, een 1055-l g62 

24.9 

100.0 

P1.id up Capit"l.l 76.87 . 32.31 
· Ps • C r:- o r:- 1:; s 

Tot.:cl 

39 0 0 

20,6 

100.0 

1 0':\" ~8 

The per:-centqge sh3TG of "oth2r:-s~: itJhich ,,,e hnve tnken ·1-:-:J 

be npassive", c"l.pit-'lls W"!.S 21% in the total. Fh"l.t is inter··· 

PS-'::.ing is the sh:'lr:-P 6ofc, rise in this share betw.een thE:: -.:: .:-.: :.:_.~-::.,i 
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imPli ~3 th"lt th':! controllinc:r c-,.uitl.ls ~vere M.:=t1dnq inc:L.-;.:::::in'l 

us'~ of D1.ssiv~ C"lDit"llS in th~ l"ltr;r -period. 

't'abL~ II.5 ----------
SIZ~ ?t\TTSRIJ OF COHP\NI~S VIS--A-VIS 

SH.;REHOLDEr.s :?O?LJLATION 

------- ~ - - - - - - - - - - - - - - - - - - - - - ~ - - -

- -
1 

~' /'.) 

3) 

E0uity 
Cal)it"'il 

- - - - -
r<;. so T.J 'lKh s 
r~. 1 cror-e 

f' .. • 1 cror-~ 
r~ 5 cr-or:-.-~s r ., • 

r~. 5 crores 
rc. 10 cror-es 

- -
to 

to 

to 

4) ~.10 crores to 
r,. 20 cror-es 

5) ~'3. 20 cror'"'s 
and abov2 

-

I 
I 
I Fumb.~ r of Sh"lr-eholde r s 
:- - - 'j" -- -·---1 T 
:1000 : 1000 
: "lnd : to 
~Y'!lo·T : soon 

- .!. I_ -
3 1 

14 

1 

8 16 

:5000 
: to 
:10000 
I - - - -

13 

3 

16 

10000 
to 

15 ()QC 

4 

1 

5 

T - - -
150()0 

to 
25000 

2 

3 

2 

7 

T - -· -,-

: A.bo-<r:; : 'T'ot -=tl 
:~10Qf' : 
I I 
I I 

l.-- -·--

4 

41 

2 

1 3 

1 1 

5S 

Source~ fS:!np·=J.Dv News-~ l,;otes, VI, 1 { 1q67), p. 27. 
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iJl"e mciy n0 7 tur-n to our- four-th d:.~:::rr-2e of centr-"3.lis3tion, 

~2Pr-esented bv the quote~ publl·~ ll'm .. l'tp~_, h' h ·b 
- - A - -'-~ comp:'lny \r7 'lCc I • v 

d2fini tion, ffi.::l.Y h=tve an unl imi tr:>d number of m2mber $ or sh"l.r'"-

holder-s. 

Rigorous pr-oof th::J.t our four-th str2tum consists of 

c-=:tPi t'J.l.s larger- th;::,__n the thir-d, \·7 ould c:r:ui re us to shcv an. 

incr-easing pres3nce of such capit~ls amonqst the lar-ger size 

gr-oups of all C"l.Pit-:cls. This is ·'1 tediou-s exercisP, =:J.nd v.Jo 

,,Jill confine our-sc~lw:os to demonstr-ating evidence for: thi::J 

pr-oposition. He t-:::tl<:e the Paid ur.) c"l.pit-:J.l as an index of the 

size of th2 individu"l.l comp3ny, ,,Thich itself m."ly be ta1r<>:en .::J.S 

."1. m"l.nifestation of the centr-alised capital. 1 In this ex2rcise 

ther·~ is '1 clel.r- quJ.litative distinction, gen-?r-atec1 by :-~,~ 

rell.tionship to the stock exchango, be·tv.Jeen 11 quote·:'l" puoJ..ic 

limited comp.3ni'~S on the one h=3.nd, "lnd p::iv"l.te limited cocnP"J.niP3 

and unquoted public limited comp'lnir~s on the other-. 

c: t ' lq. 66. 2 ._ ,-o;p emner:-, On this dat'l tlv~r-e wer:-·-o., in all, 27n1(1 

cofT1pani.a.s r:eqi '3te r-ed under the Comp.::J.n ir:o s !;ct. Our- of thsse, 

or mor-e. These accounted for F's. 2 008 crores out of t1'l 0 ·tot,'ll 

follO:r7 S": 

1. Table II. 5 sha·' s the r-el.::J.tionship bet;,/ een the 
incr-easin~ size of the paid up capit'll, and the 
inc r-e J.Sing number- of sh 'lrG holder-s, or:- -::.)r-eviousl v 
iniependent Cl.Pitals. 

2. GovGr-nment of India, DsP':lr-tment of Comp"lny L~v, 
Infor-mJ.tion Broadsheet No!..i/1967_. 



'T'able II.6 ----------
- - - - - - - - - - - - - - - - - - -

?>.ll comP-:m i.. A s v-1 it h T)a_ i 0. up 
capit31 jr~ater. than 

r~. 50 l:-1khs 

of v.1hich 

A) Public sector 
comoaniAs 

B) PrivatA Se~tor 

i) Pu})lic !Jir'li tAr1 
Comp"lniAs 

ii) Private Li~ited 
Como.'lnies 

Number 

689 

588 

43 

-------
P 3id Ur:.' CaPital 

(Pc.. Ci:OLAS) 

2C08 

988 

42 

- - - - - - - - - - - - - - - - - - - - - - - - -

Of tr~ Private T_,imited Com?3.nies in the Privat~ S.-,':'tOt:", 

~·7 e find th;;tt all 43 hqve a paid u~ ca>Jital of less than n~.s 

ct:"ores, while then~ .-ue 27 Public Limited Co-npanies in the 

same sector v1 ith pai-1 up capital rqnging bet11een ?~.s cr-0rcs 

an-:1 r-;.40 cror8s. In other \·lords, the Public Li-nit~j ConP;::ni,.,s, 

v.Thich as the table abovA sha-1 s, dominnte the "bracket ov-::.1:" --. sr 

lakhs, ar-e supr.~rn~ 1.•1hen \•'e consider that abovP. ""· S cro:-~s. Thus 

Purl ic Limited Comp;;tnies do exten'i to a size qroup v·ell be:~ond 

the larq~st Private Limited Companv. 

Ha-rever:-, not all Public Limited Companies are auo':c::d on 

the stock exchanqe. 1n fact, of the 6~11 com~ani~s of thiE 

tvpe, only 154n v-rere quoted comoani<?s, includin;I 10 stsrlinq 
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companies and 8 which Het:'e in the Public S2 ctot:'. 1 These 

1522 quoted t:'UPee Pt:"ivate Sectot:' companies accounted for 

Rs. 1120.72 ct:'ores out of the total of rs.l385 Ct:'Ot:'es of all 

such public limited companies, which rept:"esents about 80~/ 

of the capital at face value. Of cout:'se many of these 

companies at:'e compat:'ativelv small, but the point is that such 

companies ,,1 ith access to the stock market dominate both the 

'1roup of public 1 imi b=d companies as a vrhole, and of the 

entit:'e corporate sector ,,rhen v'e consider the largest size 

gt:'oups. Thus ,,,hile there ar-e 30 quoted Rupep companies ,,r i th 

paid up capital gr-eater- than rc:. S crores, it mav be recallf~d 

that there '"et:'e only 27 non government public limited companies 

of this size. Thus the larqest quoted companies do include 

the r.=ntire range of ver:-v large non government companies_, and 

·· 3 Government comPaniAs in addition. 

It is a straight fo~1acd, if very tedious exet:'cise, to 

continue such br:eak da,.ms to smaller companies. If such an 

analysis were undet:'taken, we would obtain a char:t or: gr-aPh 

sho,..ring the declinihq impor:tance of our: four-th stratum 

(quoted companies) as the PUC limit declined; this would be 

similar to the results foe the single/multiPle capitals transi-

tion "''e have demonstr2ted. 

L "Securities quoted on the various Indian St.ock 
Exchanges as on September 30, 1966". Company 
Nev1 s and Notes, V ( 1967) , 21. 
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II.6 Conclusions 

Ire have been able, in this manner, to identi f.v four 

str "it :t of c.::tPi t :~.ls ~,Jh ich d :pends essentially on the relation-

ship beti.-r2rm th3 individual fused c.=tpitals themselves. tr-re 

h.::tve also been nble to hvnoth2sise that the str~ta are dis-

tin~uish~d bv the foll~·rina forms of organisation. 

Stratum Charact2ristic Form of Op~ration 

·' Small caPital Single caPitals Proprietorship 

"T'edium small capital Hultiple caPitals ProprintorshiD, 
Partnership 

Hedium bi~ capital 

Big canital 

Nul tiple differ
entiated capitals 

T1onev cani tals 
or stock 
caPitals 

Prop r i e tor shiP, 
partnership, Private 
Li~it~d Companv, 
l'nquoted Pu"!:llic 
Li~i tAd Comp:my 

ProprietorshiP, 
Partnership, Private 
Limi tpd Comp.::1nv, 
Unnuoted and quoted 
Public LimitE~d 
Company. 

For ea8h of these comparisons we have had to use quali-

tativelv differ2nt data tc bring out the essence of chonges 

in size of the capitals. For the transition from sinqlo to 

multiple uniifferentiated capitals we used data o~ gross 

value of plant and machinery in small scale manufacturinq 

units. In the transition from undiffer~ntiat~d to diffFren-

tiated (active and passive) mul tipl2 capitals v7 e demonstrated 

the difference in the relationships between thP c~pitals~ in 

the transition to aivanced stages of centralisation we used 
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the concept of paid up capit.-=.il (i.e. face·· value of equity 

shar:~s); and finally \·'e sha.,;ed hcx7 incl:"eases in paid up 

capital al:"e generally accomPanied bv increases in centra

lisation as indicated bv incr.easinrr numbers of shal:"eholdin,.s, 

P·e havn no:,; comnleted tr .. '= outline of our task of stcati·

fication. Pe have been "iDle to defin·:; the strata throuqh t1J.a 

use of the conc:~pts of the-~ incH vidual capital, and the nroc~ss 

of combination of capitals th rou'jh cr:~ntralisation; ann l·l;::; hav0 

illustrated th-~ cO!:"I:"c~spond,~nc;~ between thesr.-: s tJ:" ata and th::: 

ieqal forms of organisation r:::nabling us to id :ntify in-::ii vi:-ln"l.l 

membeJ:"s of r~:=J.ch str "l.tum. i"Jith this identific2tion macha::1ism 

we h.-=.iv:~ look~d ag2in at the findings of studies of th0 PL"OCC"C';S 

of concentration in India; and finally v7e have sh~,vn that all 

the four str-=1ta wn haw~ identifi:~d by our sch:ome :-;~dst i':l 

greater or lesser measures ,.,ri thin the Indian economy. 



CHA.PTER III 

'l.'H~ STRUCTUR.S OF Si'I\_\L~ SC\L ~ TIJDUSTRIES --------- ----- -----
( i) INDl'SThi~ CVITAL AND HERCHAJIT• --, C".PITAL --------·------ ------- --- ---------- -------

!~ ~i~~~~~~ !~~~2~~!~~ !~ p~~!~l ~~~~-~22§ 

III.l IntcoJuct:0n --------------

In th~ b:Jo prDvious Ch'1?t2rs v-Je h1.ve discuss~d th2 

O["i1in 1-nd thO! qra1th of industri 11 cJ.pit"3.l ess.-=nti1.lly 

from a sociologic'1! point of vi~'· ~oc this r81.son we 

\·: '(...? conc.::!r:ned th2~~ vith the individ'l!_-"\1 industr:i"ll C0.Piti3.l 

'1n--'l, in Pi3.rticul qr, th2 proc:.'!Sses by wh i..ch S'Jch c1Pi. tals 

Irr.plici t in th2 line of r ~~s0nin'] He d(:ov~-

pco::iuction 1.s lyincJ ess·--:nti"3.llv in the tv-Tin <lSpr;cts of th2 

gra.' th of indus tr i 1.1 fo~_!! of C3.Pi t 1.1, <::ombine i ,,J i th t2chnic'1l 

1.-jv1.nces in the proc•=ss of production. Pe l-rouli. theref0rr:: 

e nnhasis,3 th . .,_t, for us, industr i'1l c1.Di t1.l mi l"ht ~ind concretr::! 

P <Pr ;ssion in industri ql units usin1 verv dif-'-er;:mt kinds of 

t._;chnology. Each specific tr;chnolO·Tv mi?ht in tur:-n b~ in use 

in industri::tl units whose soci::tl ch"lr'3.cter i:J '3.S petty bour:-q<::0is 

or q transitional form. It is this conc·~ption of th2 d·.=velop-

m.;nt of capi t'='.list production th"lt links th2 socioloqic"ll 

discussion in these Chc:tptP.rs with our ov.~rall purpos-:>, vhich 

is the eff.:=ct of the Sm:J.ll Industries Policy on the dev:,~lop-

m .. :mt of c-"\Pi tal ism in in,lustry. 
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The origin and the evolution of the Sm~ll Industries 

Policy v.Jill be discussed in l'3.b~r ChCipters in some detaiL 

HarJever, before we can PI:'OCeed to wh.::3.t might be called the / 

political economy of the Small IndustriesPolicv, it is 

necessal:'y to have an understanding of the structure of small 

sc;:tle production in the Period Hhen the policv bec~me oper.~-

tion~lly effective. For this reCison, in the following sections 

of this Ch;:tpter, and in Chapter IV, we sh:1ll examine the level 

of evolution of capit:1list rel0tions of production in selected 

industries in the middle ninet2en fiftieso 

III.2 !~~ ~~21~~ ~! ~~E~!2!!~! ~~~~!~E~~~! 
In Small Scale Production lg53-56 -- ----- ----- ---------- ---- --

During the period of the debate on the Second Five Year 

Plan strategy, with its emphasis on the role of small scale 

production in meeting the expected demand for consumer goods, 

the Research Programmes Committee of the Planning Commission 

funded a series of studies of small scale production in 

various industl:'ies, and in specific locations. .A.t about the 

same ti•ne, the All India Handicrafts Board had commissioned 

research into the conditions of some of the industries within 

its purviar1 -- in this case those producing· goods of artistic 

value. 

These suryeys, although thev have follarved different 

methodologies, and ev<;;n Hi thin the .SCime series of surveys, 

have often defined a small scale unit in different ways, are 

valuable in the information they provide about the level of 
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deV3lopment and th'~ possibilities of fur-ther q~:a-;th of small 

sc~l~ production. As most of th~m wcr~ undertaken befo~:e 

S~!cific polici2s to encourage snall sc~la units h~d gained 

""!Om~ntum, th8y provide some benchm1.rk 1.qainst which progTess 

/ ~"3.Y b~ m8asu~:ed. Unfortunately, no further survP.ys of an 

equiv~lent type h."lvt~ b~en undr~rtaken in th~ sucC8edin:J 20 

ve1.rs, and it is not: possible to seP th~ _;~f~cts of qen~rSJ.l 

~conomic d2velopment on specific industr-i~s or qeoar~phic 

locations. However, the studies "3.1:8 of importqnce in 

cn::lblinq us to establish the L~vcl of development of e3.r:ly 

c~pitqlist forms of industry, and also the str=nqth of those 

units -:mcill::lry to th2 qr:o.vth of lqrge industry, comrner:ce,. 

and urb~n life in 1·jneral • 

. l!. surv;::y of this industry v7 as under taken by the IndiA.n 

Cooperative Union on behalf of the All India H"l.ndicrafts 

3o."lrd in D-::c3mbGr lg53. 1 Althouqh th3re t.ver-~ about 50 firms 

in Ilirzapur, the industry Has at th"lt time l"lrq<::l~r in the 

hands of "3. gr:oup of 4 or 5 British dealers who wer2 responsible 

for 75 per cent of th~~ expor:t trade in c~rpets. :Sxports them-

selves accounted for go per cent of p~:oduct.ion ,.,;hich tv qs then 

about 25 lakh square yards 1. yeqJ:. 

1. Government of India, Ministr:y of Co~er:ce and 
Industry, All India H::tnd.icr:=tfts Bo"lrd, Report 
on the Carpet Industr of Hirzapur and Bhadoi 
InJian Cooperativ:; Union, Nov Delhi:1955 • 



Th~ dealers were very hostile to the F~ctories Act, 

and in some cases, had !Ji ven avr av the dyeinq and finishing 

establishments to contractors. 

In 1953, there were approximately 12 000 carpet looms. 

each of 1vhich provided employment to 4 or S persons (60 000 

in all), and subsidiarv occupations, mostl·1 to vTomen, for 

an additional 1 00 000. 

Employment throughout the year was unusual, even 250 

days in the year would be uncommon. The v'orking da',T ·11as 

from 7 AH in summer (8 -~~-1 in wint~r) until niqht fall, ,,.: _th 

a One hour break at midday, amou11ting in all to an ~3-10 hour 

"-~or king day. 

The dealers would, generally advance r<llPI material, d8siqns 

and specifications to 1<:ar1manedars OI:' loom 0:.1ners who ~:,,·,played 

weavers on a piece rate basis. Occasionally dealers would 

approach weavers directly, and in other cases, karkhanedars 

vJould pass on orders to self employed weav·~rs 1.vho V70uld be 

supplied with raw mate rial. 

The process of sorting, spinnin1 and yarn opening i<TaS 

done by \·ramen of the loom CJNneJ:s', or HeavP.rs',; families 

Fhile carding was done entirely by men ,,rho CJNned their. otJn 

equipment. They were not attached to any particular loom 

a·.rner and moved from cottage to cottarre as '"'ork arose. 



\·leaver:s were paid according to the number of dihar:is 

(6000 knots) woven by them, an average \-Teaver weaving 1 

dihqri a day. Honthly earnings Pere about rs.20-22 '1.-Jhen 

e1"'1Ployment was continuous, though no payment Has made for 

the time spent in G<:!tting up the v.r ar:"J on the loom; this 

would normqlly talc~ 4 '1.-Jeavers 2 days to complete. 

Carders and cli~ers earned f'o .• 15-20 ner month, v-rhile 

the "omen enqaged in .spinninq anj oPen inq yarn qot r~. 5-:!.0. 

vlhile the loor-: a1ner' s com'1lission varied beti·reen 

;,. 0-8-0 3.Dd r:s. 2-0-0 1)er square yqrd depending on quality, 

the net <:!arnin<Js ~" ~re small because of his expenses and the 

fines iMposed by dealers. 

In an average of 25 Horking days in the Month, about 

100 sq. yards 'l.vould be woven on 2 looms, 'l.vith 4 •·orker.s on 

each. Ta"kin7 the breakdo1n of the dealer's production cost 

as in Table III. 1, this '\.vould give the loom 0 7 ner a gcoss 

receipt of !s.50 and a net receipt of f;. 35-13-0 (see brea!cda.rn 

of expenses in Table III. 2). Havever, the fines levied by 

dealers for (i) non uniformity of pile (ii) loose threads 

at the ends (iii) N arp or weft threads less than specified 

or (iv) woven area short of specifications could amount to 

10-25% of the loom GTner's commission. The dealer's margin 

var:ied fr:om 20-5 ax .. 
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Table III.1 -----------
S:~J3€~! E~£~~!~~ :~ B:REAKDJHN OF PRODUCT ION ---------- -- :.-------.-~-

COSTS PER SQUARE YARD ----- --- ------ ----

- - - - - - - - - - - - - - - - - - - - - - - -
·rtem rs o As. Pies C/ 

,o of dealers 
salesprice 

.. - - - - - - - - - - - - - - - - - - - -

1) v·Eoollen yarn (includ- 14 14 0 sg.5 
ing dying) 

2) Cost of jute twine 1 4 0 5.0 

3) Cost of cotton yarn 1 0 0 4o0 

4) Labour charges 2 12 0 1LO 

5) Loom 0r1ner' s commission 0 8 0 2.0 

6) Clipping charg2s 0 2 0 0.5 

- - - - - - - - - - - - - - - -
20 8 0 82.0 

- - - - - - - - - -
Dealer's margin 4 8 0 18o0 

- - - - - - - - - - - -
Deal:er' s sale price 25 0 0 100.00 

per square yard - - - - - - - - - - - - - - - -
- - - - - - - - - - - - - - - - - - - - - -
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Table III. 2 ------------
C\RPET INDU.STRY ; SxPENSE3 OF LOOH a TNER ------ --------

- - - - - - - - - - - - - - - - - - - - - - - ·- - -
Ps. As. Pies 0/ 

/0 of total 

Rent for Workshop 

Provision of bee dis 

Cartage from vlorkshop 
to dealer 
(~ 4 annas per piece 

of 12 sq. yards) 

Charity deduction at 
3 pies per sq yard 

Loom Haintenance · 

5 0 

3 2 

2 0 

1 9 

2 8 

14 3 

~:Z!?~!?:~~::: __ 

0 per month 35.3 

0 per month 22.0 
() 2 ann as 
per day 

0 (for 8 14.1 
piece~" oven 
in the month) 

0 11.0 

0 

0 100.0 

- - - - - - - - - - - - - - - - - - - - -
lTote (a) The expenses are spread over a month of 

25 working days during Hhich 100 square 
yards of car-pet are woven. 
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CARPET INDUSrl'RY ; PIECE RA'Y!~ EARNINSS FOR 

l,:Z:ORKERS ENGN}!:D I}\1 VARIOUS PROCES.S:SS I P.ND -- ------- --~------
'THEIR HISTORICAL D~VELOPM;"~FT 
----- ---------- -----------

Process 1906 1944 1953 

Sortin-r (per 5 seer.s 1 anna 2 annas 3 annas 5 annas 
wool) 

Car.ding Ps.1 per 32 seers 16 seers 10 s;.:o.er.s ro .• t'"-r ~er. 
10 seer:s 

Spinning ~.1 per: 16 seers 5 seer:s 4 seers 4 S?er:s 

Yar:n opening per: 1 pice 1~ pice 2 pice 1-1~2 .3.nnas 
seer 

Hreavinq Ps. 1 per 8-9 4 
d · h · \( a) d · h · 1 ar:1s 1 ar:1s 

2 1~2 
dihar:is dihc-iris 

Clipping per: yar:d 2 pice 3-7 pice 2 annas 

- - - - - - - - - - - - - - - - - - - .. - -
Note (a) one dihari = 6000 knots. 



This industry was surveyed by th:: Indian Cooperative 

1inion in l.Jovember 1953. 
1 

The valu:-> of production at that 

time '-laS "s.2.5 l"'~~<::hs per '{ear- of ,.rhich r:;.l lal<.h yras 'lCcounted 

f::n by the Ivor-y PaL1ce establishment, awl the b3.l:mc~ by 5 

other Q~alers, all in Delhi. 

BusinRss, except during tha four winter months from 

October to Janua~J, was slack. ThJring the peak period 

de1lers ifTOUld bind eVl:!n the ivory vrorl<ers not HOr"<ing on the 

d~aler-• s premises to them exclusively, 'llthough engagr::ment 

of uor-:~:=rs \vas on a no wor-k-no P"1Y b1sis. The in:"lustry 

3'TIPl;yed 200 tvorl'::ers, 150 in Delhi an'l the rest in the 

~ofussil (Gurqaon etc.). Except for the Ivory P~lace ''•hich 

ero~ployed. 13 workers, de~lers g~nerillly h1d 4-5 WO!:"kers on 

rate basi'3 except :':or requl3.r -v:or-kers employed. on tr~e t?Lemises 

o:= th•; output, r·;. 40 000 \T orth \v "iS m"l.de bv ,.; orl<er s in 

villa'J2S .aroun:i D=lhi; the cOV\petition from these viOt"ke:s 

la-rer:-ed both the earninqs and emnlovt.ent opportunities sf -:;ity 

Horkers. WJor-kers 1·1ho vJork:!d at home '"~ere helped bv their: 

1. Government of India, IHnistrv of Col'l"'lerce ;a..Dd 
Industry, All India Handicr:a-fOts Bo.ar-1, Report 
of _!.he ~v_ory Ind,lstry in Delhi St_~te, ( Indiar: 
Cooperative Union, ~av D~lhi ~ lq55f. 
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f"lmilies who contributed unpaid labou~, thus ~educing 

labou~ costs fo~ the deale~s. 

I'1ost of the mofussil \·JO~kers, an:l about half the city 

v-Torkers worked pa~t time, some of thr? latter h?ing governm,:ont 

and municipal employe,3So A wholG tims worker e:'lrn:~d rs. 3-4 

pe~ day, whilr~ pa~t tim':? l·rodcers and beginners earned rs.1-2; 

hi']hly skilled workers ea~ned :-c;. 7-12 o 

Honey was bor:~o:.Jed from the dc-~alers for speci:tl occa-

sions and occasionally for normal consumption purPoses. 

Table III. 4 

IVOP.Y INDUSTRY ~ cosrrs OF PRODUCTION 

- - - - - - - - - ~ - - -· -- - - ·- ~- -

cost of Ivory 

Cost Of labour 

Dealer's profit 

Dealer's Si"lles 
pr:ice 

·Insurance & F~eight 

to USA by SGa 

By Ai~ 

Final sale p . c (a) 
~l e 

(USA) 

Inferio~ neck
lace (per 
dozen) 

Sup2rior 
nc;cklace 

(r?ach) 

rs. As. Pir;s % r·s. '\s 0 Pies % 

9 0 

7 0 

2 0 

18 0 

1 2 

2 4 

24 0 

_,_ - - .- - -

0 50 2 

0 39 3 

0 11 0 

0 100 6 

0 12~ 0 
1 I 

0 33~3 50 
(Over:' 
dea- · 
ler' s 
Pt:'ice) 

8 8 41.6 

0 0 50.0 

8 0 8.4 

0 0 100.0 

6 0 6.25 

12 0 i2.50 

0 o'b) 7 33 

Eleph'3.nt with 
trC1ppings 

(each) 

50 0 0 

30 0 () 

70 0 0 

150 0 0 

( o~7"'r :S.c.:; a-
le·.: s DricP 

Notes:: (a) Import duty levi'.=d .:J.t rates ~anging be"o:1 ::!2n 
22~/, :~.nd 55%. 

(b) Includes 100% purch.'"ise tax in San F:ra·"'lcisco. 
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'.l'his W"'l.S th:; subject of th~ thir:d sur:-,~v bv th=: Indian 

CoopGr:J.tivrJ Union in D:;cemb2r 1153. 1 At this ti-:1"3 th~;:,:;: \•)ere 

"!.bout 30 000 looms in BC!.>'"l'lr:C~.S, "'l.nd l. -further 5000 in ?1u!:)J.I:"l.kpur. 

\bout "!. third of th2 form:;r \·Jen~ idle. 

75% Of th'J v73l.V2l:'S HOrk,;d 1t hom~ '\.·ith the l.SSiSt"'l.EC:O: 

of th~ir fC~.mily, buying r'l:~ter-il.l to· us~ on t:heir CHJn :r.ocms 

J.nd sellinrJ to tr:"ld~r:s directly. '!'he r~st Pork:::-1 on 'l ,.r,qe 

b"''.sis in ~Dpr:oxim~tr::ly 1000 k==1r:kh:=m ~s o-1 n:::d bv prosperous 

~-~ ~=tv2rs turned into m"lst:::=r we=tv-:rs. 

implyin? =t tot-::11 employment of 90 000 J.n Ba.nl.I:""!.S if 1.ll 

d3.y. Adv3.nces wer' taken fr-Q111 "1.-IOI:"kshop a-rn<.'!t:S ~-ihen thcr~ 

'·',l.S no vJor-k, but no int2rest N:"lS ch-~r-ged on thesG. 

Ther.:::: wet:"e "J.bcut 500 stockists, 500 sm::l.ll shopk2'0P2rs, 

~nd 1000 brok:;rs in Banl.rl.s. V~rious l.ltern1tive lin~s 

betH:;en t.h::~ w.:::avct:' and the consumer vJer..! l.S follovTs·~ 

--------------
1. 'jov2rnmc:nt of :rndi "l, H in istry of Commerce and 

Ind.ustry, All :rndi=t H"'tndicr-:1fts 3oJ.rd, Report 
on th.::;: Si 1 k ·irocade Indus try of '1.::~.n'lrns 
-(Indi."ln Coop2r~tiv2Unfon, t-:ci; Dclhi-;--1955). 



Independent 'vJJe av:~ r- VI 3g,2 GClJ:"n irVJ W :JaVel:" 
I 
I 

I 

Shop Kr::eper- -----------
I 

Br-oker --------, VJ or-kshop C:Wner-
' I 1 J· I 

I I 1 

Local Consumer Outst3.tion buyer- l Br~ker-

I 
I 

Consumer 

, I 

! Stoc~ist 
:::------- I 

I ' 

For-eign impor-teJ:" 
I 
I 

For-eign retaiL~r:-

For-eir:rn consum2r 

III e 6 Brasswar-e Industry in Hor-=J.d"l.h"ld --------- -------- -- ---------
Small scale establishments d~?.fined as those es·tablj_sh-

ments employing less than 20 workers ,,72!:"'3 surveyed in det'lil 

in r1oradab::J.d by the Dep::J.rtment of Sconomics of Luckna-r Univer

sity in 1954-1955.
1 

Of the 3798 establishments found to be operatinr:r, 2645 

c-.1ere in the brassware industry, or: in proc?sses connected 

111 i th this industr-yo . The survey thr~refo:re conc::mtrated on 

est'lblishments engaged in the four procr3sses '}iven :bela·''; 

1. Baljit Singh, The Economics of Small Scale 
Industries· .: A C-=J.se Study of Small Scale 
EStab~ments-of Ho:radabad (Asia, Bombay~ 
1961) 0 - ----
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Tl.blc III.5 

- - - - - - - - - - - - - - - - -
Industri3.1 Group Humber of 

Est3.blish
m::mts 

S"lr.1ple Of which 
size Proprietor

ships 

Partner
ships 

- - - - - - - - - - - - - - -
1. Bras g.., "'l.LC 3.nd 

found"lries 

2. En'Jr-=tving :~.nd 
Orn"lment"l.l w "lr 2 

3. Electropl3.tinq, 
polishing, enl.
mellin J -:~.nd 
finishing 

4. Metal industri2s 
othervr i se uncl "l.SSi
fied 

923 

584 

349 

782 

2645 

176 

121 

66 

187 

550 

156 20 

116 5 

60 6 

170 17 

502 48 

( 8 0 7%) 

Only 10.4% of the ~stablishments were found to be 

composite units (defined as workin~ nearly all the proc~sses 

r2quired to complete th2 finished product, qnd thus ~1ning 

th~ir avn r~ mqtori"l.l). The non-composite establishments 

,.,orked only one or "h10 processes, ;"}nd \TOrked usu.3lly for 

dealers who rem'3.ined a.vners of the semi finished goods ;:J.nd 

processed materi'3.1S 3t every staqe of the process. 

Although the composite establishments were the only on8S 

which mqy ,3.ccurately be referred to FlS a "unit", i.n thFlt they 

und;rtook 3 number of proc3s3es within '1 sin~le establishment 

on a·Jned r::w m3.teriqls, they too vTerc; linked to merch:mt 
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?3.Pi~al in the gUise· of the det1lers, '3.S 'ci3.n be seen from the 

e~t.9nt of rav1 m:'lterial S3.le on ci::~dit ·terms to such units. 

PERCENTAGE OF CREDIT PURCHASES ---------- -- ------ ---------
TO TOTAL PURCHASES OF RAP' l'1l\TERI/U., -- ~-~-- --------- -- --- --------

- - - - - - - - - - - - - - - - - - - - - - - - - - - -
Industry Group 100% 75-100°~ 50-75% 25-50% 1-25% Tot1l 

- - - - - - - - - - - - - - - - - - - - - - - - -
I. (%) of units 38.6 13.6 . 31.8 9.1 6.8 100.0 

-

II.(%) of units) 30.8 23.1 38.5 7.7 100.00 

- - - - - - - - - - - - - - - - - - - -
V. (Number) 21 9 19 4 4 57 

- - - - - - - - - ~ - - - - - - - -

(%) 36.8 15 0 8 33.3 7 7 100.0 

l~.s can ba seen, 86.8 per cent of units purchased r:::r\1'1 

m::1teri.=tl upto 5p per cent of their raquiremsnts on credit 

from dei3.lers. It 3Ppears th'3.t in return for this, units 

were required to purch'3.S:? c:w m'3.teri.3.l solely from th8 credit 

giving dealer, even if '3.t a higher th:m norm1.l price, '3.nd 

often to ssll the finished product to the s "!.me de=tler at :=t 

Predetermined prier?. As dealers, whether those ""'' ith their 

awn karkh=tnas, or others! controlled 70 per cent of the 

produce ·Of the brassv.r3c~ industry, they were cle.arly in a 
' 

position to determine prices to .3 subst'3.nti'3.1 extent. 

.I 
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Th3 non composite cstablishm,mts on th,; other hmd 

Hould. h1.ggl2 J.nd b3.rg1in for prices, 3.nd w:re -=tt no time 

und.3r 1. formJ.l contr"1ct or oblig-,_tion to work for 3.ny P'lr

ticulC~.r d23.ler; they might work on processing mC~.t~ri"l.l from 

sev.~r3.l de-:tlers :1t th.= S;J.!n? ti·'le; thes2 de3.lers uere tr:tders

cum-finmciers 1;1ho combin::;d vTholes3.le "1.nd ret-dl tr"1.de, '3.nd 

r~ven imports .:md expor-ts. Int::;rf"'l.cing b·;u,1een deC~.lers md 

the ,~st-"lblishments H ,_s through "1 group of :tq ~nts or dJ.l1ls 

Hho f""irm;d out d-3J.ler's orders. Their e1rnings d:~pend-:;d on 

the difference beuveen th2 price stipulJ.ted to d21.lers 3.nd 

the pric;s PC~.id to th...; est-,_blishments. lZ"1.r'-<:h·'l.n"'l.d"l.rs, or 

composit.; unit o.vner-s, form<~d 'l speci"1.l tvo~~ of de1.ler who h3.d 

workshops for V"l.rious processes, but who mi'1ht still con"':r3.ct 

work to other establishm2nts. 

It WJ.S found th-:tt the 75% of the deC~.lers who f1rm~d out 

work did so through dal1ls to tho; extent of 50% of th::dr or-derso 

On the m-:trkr;ting sid;, too,there were 3.lonq chain of rr.iddlemen 

bcu1een the pr-oducer "1.nd the fin-,_1 consumer, consisting of 

S].l::;s '3.~ents, commission ,_gents "l.nd ret"1.ilPrs. 

Brokers wcr~ employed by de1.lers either on a S"1.l-=try or 

on 1 commission basis, 3.ndwere 0xpected to obt"1.in or-ders 

from tr:-C~.d.:= c2ntr,.;s outside Hor.a:iab"ld. Tht=Y \ver...; p-:tid, liJhen 

on commission, on the b:1sis of th ~ differenc = l:c u..reen the 

deC~.ler's stipulated price, C~.nd the S"1le price, ·though the 

m3.rqin mi:Jht in some cqs.~s be shC~.rcd v1i th the de"1.ler. In 

.,.ddi tion, th2r2 \·le r-e br-okers who speci "11 ised in bool<ing 
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consignments on the r."3.ilways, ch~r:gin1' all incident'll cx}J·:o1.::-r;c:: 

C~.nd ·'3. commission. It w~s estimated by the surv,~y th"3.t :t:ir.- i_ 

consumer prices wc=re higher thJ.n the dealer 1 s price bv 6.4% 

in the local mar.:.l<:et, 27 .. 4~< in other centres in the country .. 

C~.n·J. 35% in oversed.S m":l.rkets. 

It appe:J.re=d th::tt Hhile 10% of th.:; de::tler-s h"ld thei::- OrJD 

kar:-kh.1.n -=ts, only h.::1lf this number d:~q_l t solely in goods m1.n'.1-

f~ctured in their premis::;s. Although thes'~ units employe.d · 

25 workers on tht:: aver3.g~~ -=tnd their size would thus hJ.v''" 

,~xclud,:;d tham fr-om the surveyed establishments, 100 dealc:s 

were specific"l.lly survey2d in 3.11 irresp,'Jctive of the size 

of th:dr est1.blishm:.=n t, in ~ddi tion to the 550 producin9· 

2St.3.blishments ,~mploying strictly less th3.n 20 Harkers" 

The~ size distr-ibution of th3 surveysd establishments 

and the r2l3.tive propor-tion of hir-ed ~nd domestic workers 

H 3.S as folla-1 s: 

T."\ble III. 7 -----------
- - - - - - - - - - - - - - - - - - - - - -
Industry 
Group 

Percentage of Units \·Ji th average Tot1.l 
numb.~ r of "' orkers 

Domes-'c.ic H;_ ;·: :· .: 
1r.1 0 rkc; r s 1·7 0 :·. i<:._: ·-

2-4 5-9 10-14 - - - - - ~ - - - -
I 51.7 34.1 10.2 

II 7 3. 6 18.2 7.4 

III 54.4 34.9 4.6 

IV 87.7 8.6 3.2 

v 69. 1 22.0 6.5 

- - - - - - - - ·- - - - - -

15--19 

4.0 100.0 

0.8 100.0 

6.1 100.0 

0.5 100.0 

2.4 100.0 

- - - - - - - --

O/ 
I'> 

37.3 

51.4 

40 .• 5 

68,9 

48oS 

- ·- ·- .. 

62' 

48 0 (;. 

sc.c::: 
./ ... -

3 J - ~-

r- .· -
:)1.,.:) 

·- ·- -· -· 
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AlthOUJh th2 survey includ~1 "st1blishrnnts using :oo·rer-

(provid~-:1 th~y :Jmployed L~ss th1n 20 \·7orkerc5 in 1ll), : t w 1s 

v1hile 6. 6%, mostlv in th ~ ;l..~ctr0Dl ,_tin'J ~nd scr1.oing pr-o--

C'.!SSr!S in th~ l1.rq;r br~Sc:;-7![";: units, us~d ,-~l..:;ctricity. H·=md 

t ~chniqu'3S ·1.nd littL; us: of m1.chin2rv is :1lso evid~nt ft::-om 

fi1urr~s on the~ mon~y outl Tf ""lt his tor ic1l prices on the 

instruments of production in 2SttblislJ.r:rmts. 

T1bl~ I1I.8 

- - - - - - -- - - - - - - - - - ·- - - - -
,;on~v outl'-Y 

Industry Group 
- - - - - - - - - -( r-c;.) 

I II III T.V v ct, ,o 

- - - - - - ... - - - - - - - - - - - - - -

Less thqn 100 39 78 37 138 2g2. 53.1 

B...:. tiJ ~C!n 100 "'\Ild 200 24 6 2 g 41 7.5 

Between 200 tnd 500 45 12 5 17 79 14.4 

Betv~cn 500 qnd 1000 22 10 4 6 42 7.6 

B2tl1 ~.:=n 1000 :'l.Dd 5000 35 15 13 12 75 13.6 

B,.:t r ;2n 5000 qnd 8 3 11 2.0 

10000 

:-tor ; thqn 25000 3 1 4 0.7 

- - - - - - - - - - - - - --
Total 176 121 66 187 550 100.0 

- - - - - - - - - - - - - - - - - - - --
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Although the notion of "c·:tPi tal 11 employed (fixed and 

working) is deceptive in a size range of est:=tblishment whel:'e 

the bulk of fixed "capit3.1" is accountcd fol:' by land and 

buildinqs, which are in most cases hired by the proprietor, 

and do not count as his a-rn ;-:tssets, the v'lri ":ltir:ms in :tverage 

,value of the fixed andworking 11 capit.::ll 11 h::;U.regn composite 

and non composite units is of interesto 

Table IIIo9 

C01'1POSITION OF CA.PIT . .ZU.. BY ~C'HE TYP~ OF ESTABLISHMENT 

- - - - - - - - - - - - - - - - - - - - - - -
Industry Fixed W'ol:'king TOt==il 
Group (Average) (Average) (Ave l:'::l.r:JG) 

rs. Ps. PSo 

- - - - - - - - - - - - - - - - - - - - -
I a-composite 4522 5123 9645 

b-other 1638 45 1683 

c-Tot.::1l 2 359 1314 3673 

.II .3.-composi te 

b-other 974 12 986 

c-Total 974 12 986 

III a 

b 4145 140 4285 

c 4145 140 4285 

IV a 3571 1838 5489 

b 1401 21 1422 

c 1553 147 1700 

v a 4305 4374 8679 

b 17 32 41 1773 

c 2001 493 2494 

- - - - - - - - - - - - - - - - - - - - - -
Note'! a-composite unit: b-other unit: c-tOt'llo 



104 

The development of C.'lPi talist r-elations in the lar-ger 

establishments (in t2rms of employment) may be clear-ly seen 

fr-om the foll~Jing table: 

Table III.10 ------------

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Principal Pr-oduct(%) 

Subsidiary Product(%) 

\•/or-k done for others 
(%) 

Establish~ents ~wployinq Daily 

2-4 5-9 10-14 15-19 Total 
u or-ke rs wor-ker-s - workers workers 

20.1 33.4 75.2 65.5 48.6 

0.2 0.3 0.2 

79.7 66.3 24.9 32.6 51.3 

Gross Output (Ps.) 7,02,000 10,46,000 g,21,000 5,99,000 32,68,000 

?o.vera1e gross output(rs) 1, 954 9,962 26,303 46,077 6, 381 

'\verage net output ( P.s) 959 2, g 10 2,563 5, 789 1, 590 

Gross output per 783 1, 509 2, 325 2,698 1, 480 
worker (rs) 

t;.'et output per unp3.id 462 1, 311 1, 359 2, 016 753 
worker (Ps) 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
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All establishments were found to be perennial, although 

4. 2% had slack seasons. '1'he gravth of the brassw are industry 

may be estimated from the growth of demand for raw materials 

as sh&n below: 

Table III. 11 ----~-------
DEHAND (In Haunds) 
----~-------------

-- - - - - - - ,.. - - - - - - - - - - - - - -
Item 1938 1947 1951 1954 

- - - - - - - - - - - - - - - - - - - - - -
Brass Sheets 15,000 27,000 31, 000 27,000 

Br-ass scr-ap 40,000 1,50,000 1,70,000 2, 00, 000 

Zinc 35,000 50,000 45,000 54,000 

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 

Surveys of the match industry, and the fir~Tork industr-y 

to be discussed in the next section, were undertaken in July 

1954 by the EconomicsDepartment of Shri Venkates,rara Univer-

. t T' t' 1 
s1ty a 1r-upa 1. 

----------------
1. Government of India, Planning Commission, Research 

Progr-ammes Committee, Small Scale ~dustry 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. III. 2 

Type of Unit Production Range 

A 

B 

c 

D 

Greater than 5 lakh gross a year 

Less than 5 lakh gross a year, 
~ore than 100 gross per day 

Between 100 gross per day and 
25 gross per day 

Less than 25 gross per day. 

The survey found 41 units in existence of which 37 

>vere in a class B and 4 in class C; of the class B units 1 

18 were Proprietorships, 18 partnerships and one was a. 

Public Limited Company. All units worked perennially, 

sus pens ion of work occurinq only when there was a shortage 

of supplies. 27 of the class B units used no power of any 

kind. 

The 41 establishments manufacturing matches, employed 

14216 v.rorkers with a monthly wage bill of rs.2.15 lakhs. The 

industry provided Hhole or part time employm~nt to 44% of the 

population in these two tavns ( 1951 population figu.res for 

Sivakasi tv as 22,674 and 13,565 for Sattur). 

Out of the 14,216 workers on piece wa'les, 10; 026 were 

working outside the establishments and 3741 within. 

Even those persons who, during the day, were engaged in 

other occupations, took to match makinj during any spare time. 

Children from the age of 4 to persons of 90, including the 
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blind, took Part·--it v1as the "listed" or visible labour 

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

tavns. 

Piece work rates were as follcws with average daily 

earnings alongside: 

Process 

-Frame filling 
(for 1 frame) 

Inner box making 
(per gross) 

Outer box making 
(per gross) 

Box filling (40) 
(per gross) ( 60) 

Bande ·ro-lling 
(per gross) 

Table III. 12 

Rate 

Ps. As. Pies 

0 

0 

0 

0 
0 

0 

0 

0 

0 

1 
1 

0 

6 

9 

6 

3 
.6 

6 

Daily Earnings 

rs. 

0 -4-0 to 0-10-0 
(mostly by children) 

0.,..12-o to 1-12.:. . .-o 

0-10-0 to 1- 8-0 

1- 0-0 to 2-0-0 

o~t4-0 to 1-8-o 

- - - - - - - - - - - - - - - - ~ - - - -

The survey noted some cases of "piece rate middlemen" 

who would take work at Fs. 0-0-6 per gross and subcontract 

at Ps. 0-0-4 to families .. 

An indication of the size of the listedwork force in 

the establishments is given by the table belGr for 36 units 

including both types B and c. 
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- - - - - - - - - - - - - - - -
vJorker-s employed (Hithin and 

outside PLemises) 

100 to 200 

200 to 300 

300 to 400 

400 to 500 

Above 500 

Number- of Units 

6 

6 

8 

6 

10 

36 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - -

The Lan~e of fixed capital (~xcluding land and buildings 

which only 13 units avned) was as folla-1 s: 

Fixed Capital (Rupees) 

Less than 2500 

2500-5000 

5000-10000 

10000-15000 

15000-20000 

20000-30000 

30000-100000 

.'\bove 1000CO 

NumbeL of Units 

3 

8 

8 

9 

3 

3 

2 

1 

37 

- - - - - -- - - - - - - - - -
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The survey found that there was no relationship beu,reen 

fixed capital and productivity as-the equipment could be used 

more or l~ss iQtensively. 

Fiqures for productive caPacity (as defined for excise 
-

authorities) and actual production were as belat•r ~ 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Daily Productive 

Capacity 
(Number of units) 

Production Range Daily output 
(Number of Units) 

- - - - - - - - -
4 

4 

21 

6 

2 

37 

Less than 500 gross 

Between 500 and 1000 gross 

BeU.I een 1000 and 2000 
gross 

Between 2000 and 3000 
gross 

More than 3000 gross 

Not knc:wn 

5 

101 i 

15 

2 

_ _5 

37 

Out of the 37 units, the 8 strongest financially sold 

in the local or regional markat. The remaining 29 had sales 

elsewhere in India through commission agents. ·22 units 

mentioned 11 lack of demand" as a reason for unutilised capacity; 

this appeared to be the case with the smaller units which 

depended on wholesale commission agents for sales. The 
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Table II I. 16 ------------
SALES HISTORY OF 1 SROSS "FORTISS" 

- - - - - - - - - - - - - -
rs. As. PiPs % of final 

sal2s price 

Stage I Cost of production 3 
including appropri
ate: excis3 duty 

11 0 81.8 

Ave ra1e r:ailw ay f r::; ight 

Manufactur:er:'s pr:ofit 

Sal~s tax calculat2d 
after: deducting 
excis2 duty 

Selling price 

First Hholesaler 

Cost price 

Profit 

Sales tax 

Selling P ric2 

S2cond V<lholGsaler 

Retailer 

----
Cost price 

Profit 

Sales tax 

Selling pr:ice 

Cost price 

Pr:ofit 

Sales tax 

Sellinq Price 

Panv1ala or: Petty 
Shopkeeper 

cost price 

Pr:ofit 

0 

0 

0 

3 

1 

0 

0 

0 

6 

4.2 

1.4 

0.7 

--------------------------------
3 

3 

0 

0 

15 

15 

1 

1 

6 

6 

0 

0 

88.1 

88.1 

1.4 

1.4 

--------------------------------
4 1 6 90.9 

-------------------------------

4 

0 

0 

1 

1 

1 

6 

0 

0 

90.9 

1.4 

1.4 

--------------------------------
4 3 6 

--------------------------------
4 

0 

0 

3 

1 

1 

6 

0 

0 

93.7 

1.4 

1.4 

-------------------------------~ 
4 5 6 

--------------------------------
4 5 6 96 .s 
0 2 6 . 3.5 --------------------------------
4 8 0 100.0 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
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agents were mostly from Nor-ther-n India and the larger units, 

in addition to -having their- a'Tn marketing channels, wer-e in 

the process of developing contacts with retailer-s in the 

local mar-kets, wher-e the commission agents had little influence. 

It appear-ed that wholesaler-s dealing in matches did so 

brily as a sideline, and in order- to realise their investment 

quickly, passed on the stock to a second wholesaler. This 

st r:- inq- of middl:3men, and the need to ensure that the pan:"' ala 

obtained at least the same profit as from larger concerns 

with their own marketing network, kept the profit margin of 

the smaller- units depressed. 

III.B Fira.vork Industry of Sivakasi and Sattur 
----~--- -------- -------- ---~--

21 units were surveyed, of which 10 Here proprietorships 

and 11 partnerships, all manually oper-ated. The units wer-e 

covered by the provisions of the Explosives Act which sPecified 

quotas or ceilipqs upto which a unit might store products. 

; Out of 16 units vlhich a.vned land and buildings, 6 had suffi-

cient space to store substantial quantities; the others acted 

as feeder units. The smaller units, with quotas beh.reen 25 

to 200 lbs had to sell the produce as soon as the quota was 

reached; some of them obtained rav-1 materials from the larqP.r 

units. In fact 15 of the 21 units were "feeder" uhits; 

obtaining ra.v materials on credit from io-Tholesalers (either the 

larger UDit.s, or outsiders) and selling pr-oduce to them. 

During the busy season, l~.ading upto Div.T ali, they v7ere unable 

to undertake orders indepGndently H ithout risking good will 

and patronage from the larger units. 
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3 units work2d throughout the Y8."lr, '1 for g months, 

8 for six months and 1 for 3 months. Distribution of 

production was as folla.·l s: 

Table III.l7 ------------

I 
I 

Value of Production (rs. 1 000): 1':-umbar of units 

Belc:r.v 5 1 

5 to 10 1 

10 to 25 3 Feed2r units 

25 to 50 7 

SO to 100 

100 to 500 3 ~<'inanc.ier units 

500 to 1000 1 

Above.; 15000 1 

17 

Domr?stic v1ork was not possibl2 in this industry, 2xcept 

for the manufacture of pap8r boxes. Distribution of units 

by size of workforce was as folla.vs: 
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Table III.18 ------------
- - - - - - - - - - - - - - - - - - - - - - - - - -
Number of workers Number of units 

- - - - - - - - - - - - - - - - -
5 to 25 10 

25 to 50 4 

50 to 100 4 

100 to 200 1 

200 to 300 

300 to 400 1 

400 to 500 1 

21 

- - - - - - - - - - - - - - - - - - - - - - - - - - - -

Although the Planning Commission's Research Programmes 

Committee had com~issioned a number .of other studies on 

small scale production, we have felt it worthvhile to examine 

only two. These cover Delhi and Bombay, and qiv8 some 

indication of the nature of small units in larqe urban areas. 

Unfortunately, the types of units surveyed in the two cities 

are quite different, and the information has not been 

collected on a census basis. It is therefore not possible 
} 

to use the data fox any purpose h'~yond obtaininq a feel of 
\ 

the nature of small scale units. 
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The Delhi stud-y was conducted in 1g54-55 by the Delhi 

School of Economics. 1 As a basis for the survP.y they made 

use of a census conducted by the Department of IndustriRs, 

in 1g51, suitably updatej. Units in selected industries 

employing beh;een 2 and 11 v1orkers, Hith :i mini'IU\T. "block 

capital" of rs. 250 '"ere included. 

'::'he study distinguished betH een three types ot=: srnall 

scale production: 

( 1) 11Cottaqe type hand.icr-afts ·HherR the indivi "iual 
projuce r: vT orks independently in his a.rn home 
and controls the entire process of manufacture 
and marketing. 

( 2) 11 A variant of hanJ.icrafts Hhich is also car:-risd 
on in the homes of wor-ker-s, but on 3. relativelv 
larger scale, the Q>Jner•s labour- being supple
mented by hired and apprentice labour, end often 
on the basis of advances in respect of cost of 
raw materials from rniddlemen traders. 

(3) 11 i\ small workshop or 1 Karkhana• in v;hich workers 
are enqagej by 3ither a craftsman Pntr~preneur, 
who has rr~oved up the ladder bv proficiency in 
his craft, or by a merchant ¥1ho has qravitated 
from the position of a seller of pro~ucts to 
that of the controller and a1ner of the Produc
tion unit itself. 11 

The study concerned itself with units in thP. second and 

thirj category i.e. independent small commodity producers 

v'ere exr.luded from the survey. 

1. P .n. Dhar, Small Scale Industries in Delhi 
( ,\sia, · Bombav~ 1g5s) 
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Unfor:-tunately, the r:-est of the study doP.s not continue 

with the same level of scientific enquir:-y, for:- inspite of 

the explicit notice of the existence of mer:-chant capital, 

the data have not been. analysed in a fol:"m vJhich allov-1 s one 

to distinguish beThJeen units of the second and thir:-d types 

i.e. small commodity production subordinate to merchant 

capital, and small industrial capital. There are some 

stray remarks concer:-ning these questions in the section of 

the study concerned ~..-Jith specific industcies, but the impoc-

tance of the distinction does not seem to have been cecognised. 

HCNJever, a distinction is made betlveen hand, and machine 

production on the one side; and v-rith units employing 2 to 9, 

and 10 to 19 vT ocke cs on the :othec. It is possible thecefoce, 

to make the follCM ing categor:-isation of units. 

Using 
Pc:wer B-

Not 
using 
Pa-Je!:' A-

CHART III.3 

Ei>1PLOYI'1ENT SIZE 

2-9 workecs 
r -

Small commodity pcoducecs 
under merchant capital 
+ small factories 

- - - ~ - - - - -
Small commodity p!:'oducers 
under t1erchant capital 

I· 
I 
I 
I 

+ 
!Capitalist coopet:ation 
I 
I 
I 
I 

+ 
!Small manufactories 
I 

10-19 workers 
- - - .- - - - - t 

I 
I 
I 

Sm3.ll Factories : 

Manufactot:ies 

I 
I 

_.J 

~ - -· - - - - - - - - - - - - - - - - - - - - -

-D 

-c 
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13 industries, v' i th represent:1tion in th~ poPulation 

an~ in the sample as follows, wer2 surveved. 

Table III. 19 

Number of units Surveved 

1. Flour mills 272 55 

2. Printing Presses 267 54 

3. Trunk manufacture 225 45 

4. Leather footlv are 180 36 

5. Light engineering 105 25 

6. Electrical goods 36 18 

7. General Sngineering RO 20 

g_ Hosiery 77 19 

9. Soap 80 20 

10. Foundries 51 17 

11. Oil mills 32 16 

1'2. DrU'JS 50 16 

13. Electroplating 76 lq 

-------- --------
1531 362 

- - - - - - - - - - - - - - - - - - - - -

Responses were obt=tined from 326 units in the 

follavin'1 1istribution of forms of production. 
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Table III.20 ------------
- - - - - - - - - - - - - - - - - - - - - - - - - - -
Industry Type of- Unit 

Total -Number A B C' D Responses 
. - - - - - - - - - - - - - - -

L 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 1 3 16 

9. 11 4 15 

10. 6 2 6 14 

11. 14 14 
.. 
12. 8 2 3 13 

13. 10 3 13 

- - - - - - - - - - - - - - - - - - - - - - -
Total 140 112 27 47 326 

- - - - - - - - - - - - - - - - - - -

282 units (87%) were economically of the form of a 

single capital as defined by us in Chapter II, out of which 

154 (47%) took the focm of pcopri!=;torships and 128 units 

(40%) wece family Partnerships o,..rned by tlrJO or mace membe,cs 

of the same family. Of the cemaininq 44 pactnecships 

(multiple capitals by our cr-iterion) there 1-1ece only 2 cases 
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of ~family controlled unit with some shar~ h~ld by out-

siders. "There is a fierce tendency to keep th'~ busin~=;ss 

u 1' th1' n the_ bounds of '"""v e,... h · p .c th r: ·) u
1 

vv' n L s 1. O.L e ~arn1 _y. In the 

other 42 cases the partners wexe indi~Tiduals or small 

qroups not constituting a family. 

Non familv partnerships were forreed throu~h eith8r ex 

cr<1ftsm::J.n or ex merch::J.nts c0f'1in'1 to-:rether to pool resou:rces. 

Th~ dat~ indicated that although partnerships were qenerally 

formed lue to lack of finance Hithin the f::J.milv, :md inG.bility 

to raise it from outside sources, merch3Dts ~nd cr~ftsm2n 

very rarely came together, because of differenc~s in outlook. 

Data on the ratio of hire0 and farnily l~bouc provide 

more details of the relative level of c~pitalist pr::-oduction. 

Table III. 21 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Industry No. of Total o~ of which -'3.r":'! 
Group Units Employment 

C:Xvners Family Hir::-ed ;.ppren-
Hembers tices 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
1. 55 209 29.7 14.8 54.5 1.0 

2. 54 473 15.0 4.0 73.4 7.6 

3. 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 
- - - - - - - - - - - - - - - - - - - - - - - - -

1. P.N.Dhar, o;e. Cit. I p. 20. 
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All wage workers except in the hosiery (No. 8) and 

Foouvear (No. 4) industries weie paid on a time rate. In 

the former, the nature of the ''1ork made a piece rate system 

more suitable; while in the latter it was an indication of 

the nature of the v?OCk (essenti.=tllv a puttinq- out svstem) 

oper:-'3.ted by shoe and leather:- mecch'lnts. 

It is unfortunate that the data collected by the sur-vey 

on the instrum2nts of pr-oduction are of little value foe 

tabulation has madc:o no distinction beb,1een small comrnodi,ty 

producer-s and capitalists, and all instruments of pr-oduction 

within an industry are descr-ibed as 11 fixed capital". 

Similarly, the study says the foll~1ing about the 

wholes :::tle-me rchan t. 

Besides furnishing a readily available market to 
the producer, the wholesale!:' often pel:'fOI:'ms other 
sel:'vicing functions fot his clients, pl:'ovided in 
other countries by bankel:'s, trade :::tssociations, 
joul:'nals and technical bodies. The wholesale!:' is 
therefore, a multipul:'pose institution and constitutes 
the extel:'nal economic world fol:' the small pl:'oducec.~ 
One obvious result of this dep~ndence is that usually 
the terms of tl:'ade are turned '=lgainst the small 
producer. {emphasis added.:_71 

This underst.=tnding should have made obvious the inadequacy 

of an undifferentiated appro'=l.ch (in tel:'ms of the 4 categories 

of units) tcwards an:::tlysis of 'wol:'king C'3.Pit.=tl 11
, but the study 

shews no signs of this. 

1. P.N. Dhar, Op. Cit., p.49 
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Some id0a of th2 inte9L3tion of thes2 urb~n units into 

the production cycl2 of laLge mmuf"lcturing units is given 

by th.~ follav ing table sha-1 ing the sourer:: of th,~ inputs to 

Production and of sales. 

Tabl'" III.22 ------------
SOURCE: OF llJPUT'3 TO PRODUCTION 

Industry 
Number 

1. Flour Mills 

- - -

2. Printing Presses 

3. Trunk M"lnuf~cturc 

1. Leath.:=r footw e 3r 

- - - -
Unproce-
ssed 
primg,r:y 
products 

99.0 

1.1 

0.1 

5. Light 3ngineering 

6. 8l~ctric3l goods 1.3 

7. G~n2r'3.l ~nginecring 5.2 

8. Hosiery 

'l. SO"lP 

10. Foundri3S 1.3 

11. Oil mills 

12. Dru1's 

13. Zluctropl~ting 1.1 

- - - - - - - -

- - - - - - - - - -
Proce- Proce-
ssed by ssed by 
small lar'}e 
scale scale 
units units 

0.5 0.5 

14.6 84.3 

5.0 

31.2 68.8 

4.1 

14.8 83.9 

4.8 90.0 

o. 1 

3.3 

25.9 72.8 

0.1 0.4 

0.8 9'1.2 

11.3 84.6 

- - - - - - - - - -
S."lles to 

House 
holds 

O/ 

" 

'19.7 

51.2 

100.0 

100.0 

70.3 

82.3 

54.1 

100.0 

100.0 

'19. 8 

100.0 

79.8 

Small L."lrrre 
Units Units 

df ,o 

0.3 

39.6 

22.3 

C/ 
:.> 

6.2 

52.2 15.9 

0.2 

20.2 

Both the flour and oil mills essenti3lly proc~ss pLoduce 

provid,;d by households and the very high proportion of the 

entry under "unprocessed prim'3.ry pro1ucts•• is due to this. 

~he corresponding high percent3ge of s~les to hous8holds 

c"ln be s~en. 
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Specific LemaLks made in the study about some industLies 

!;)Lovide fur th3L infoLmation fLom which infeLences may be dcOJ.vn. 

FlouL Mills 

PLinting PLesses 

Leather Footw eaL 

Light EngineeLing 

HosL~Ly 

CHART III.4 -----------
RemaLks 

The 2 larger units PLOCeSS flOUL 
on thr:!iL a.vn account, and c:"ird 
cotton and chaff gLass in addition 
to grinding qrains, pulses and 
salt. Some of the smaller ones 
also d,:;al· in Let"'!il tLade in 
foodgr':l.ins. 

There vl as consider able PL~ssuLe 
on the non mechanised units to 
mechanise in ord,:;r to pay equi
valent wages. Use of electricity 
and pa,rer driven machinery did 
not lead to .'ln incLe'3.Se in the 
labour foLce. 

Growth of units retarded due to 
ins istenc8 of middl8men 1Jurch'3.8e LS 
that 'chamars' buy L~7 m3.terial 
from their associates. Cash P.'lyments 
weLe m3.de subject to a discount 
called Reyalt. The only 'unit' 
employing more than 10 v-Jorker s is 
operated by a meLchant on "1 putting 
out basis. 

Most units in this industry are 
run by "qenuine entLepL~neuLs 11 

who are anxious to ret.3.in their 
indep,endence from wholes'llers, 
.'lnd thus maint~in stoc~s. 

Some units weLe thinking of tr;:ms
ferrinq marketing opeL~tions to 
merchants because they felt that 
lovver prices would be com"j:)ensated 
by freeing money tied up in stocks 
of finished goods. 
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The only comm~nt th'lt needs to be m-3.de is th -=tt the 

POl1ri ty in attitudes beu·J..::en units in li'1ht ~n'1in8er:ing 

1.nd hosi-?ry 'lbout th0 ""l.dV'lnt'lqt;s in r:ct1ininq th~ s1l0s 

function m1.y be due to thr! speci fie n 1.tuc; of the t:H o 

commoditi=s. Thus, in tho. hosiery industrv, th0 st1g2 

v•her ~ speci."J.lis'ltion in the pr:ocess of circulJ.tion rnd i t:s 

s;p1.r: 1.tion from production, is of v1.lue to th; .~n tr-;pr: ~neue, 

III.9 (ii) Surv2y of Bomb3.y 
----------------~---------~ 

Th::! study of units in BOTP.b"l.y uas conduct-=d bv th,; 

Dep1.rtm;;nt of Economics of the University in 1954-'16. ·t 

In this c3.se the Sr.J.mpling fr-3.m2 consistf3d of units r:~qistcr ::;d '-. 
under the Shops r.1nd ~st1.blishments Act, N i th th~ exclusion 

o~ units li 1.ble to r -~gul'ltion und~r the l<'-=tctor i2s ~ct. It 

vl"l.S therefor~ confined to units emplryyinq l<=ss thm 10 i·Yorkers 

w i th po,.; e r, or: 1 e s s th -=tn 2 0 workers ·,.1 i thou t pcH e r. 1060 units 

wer-; s1.mpl=d on the b==tsis of this fr-~me. 

Unfortun"l.tely the r~sults of this survey h==tv·~ b-;en 

Proc ~ss..::d in a m.1nner which results in the d-1.t-, bein1' of even 

l8ss use to us th~n th1t of the Delhi Survey. No distinction 

is m1.d2 ev..::n between PCMcr:ecl 1.nd non po.vered units within 

industry groups, let 1.lone beb·re=n those vlith diff,;rent size 

r -=tnges of employm:::mt. I·T'e h 1.ve ther ;fore been "l.ble to use 

li ttl.:~ inform1.tion from the r .eport since most of the d-=tt 2 as 

1nalysed h==ts little significance for our purpose. 

1. D.T.Lakda-Tal"l. and J.C. Sandesera, Small Iniustry 
in a Big City A Survey of Bombay, (The Univc~sity 
Press, Bombay : 1960) • 
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The sampled units were placed in 51 groups on the basis 

of a minimum coverage of 3 units; detailed analysis is avail

able of 20 of these groups 1.vhich had more than ·15 units each. 

These accounted for 80 per cent of the total number of units 

and 75 per cent of the wor-ker-s. HONever-, befor-e examining 

the data in connection \'! i th the 20 industr-y groups in detai 1, 

ther-e ar-e a few points that can be made in gener-al. 

It Has found that only 18 units, out of the 1060 in the 

sample, ONned the land and buildings in which they oper-ated. 

In fact, in as many as q3 cases, land and buildings and 

machinery were leased in by the oper-ator-s of the units -- in 

other- words, the actual cx1ner-s of these units wer-e content 

v.r i th a r-enL 

The other point of interest is the role of merchant 

capital. The sur-vey found that 342 units, or a third of the 

tot'll number, made use of borr-o:r.Ted funds, and accounted for-

391 cases of bor ro-.r ing. Of these 259 cases involved trader-s 

as cr-editor-s, and 84 "fri'-=nds and relativesrr. It is significant 

that in 248 (95.7%) of the trading creUts, no interest was 

char-ged, implying that con ttol over inputs or outputs was 

secured, in addition of cour-se, to the pr-obable existence 

of a hidden inter-est element in ter-ms of higher- costs for

inputs, and lower prices for outPuts. 

vJre may ncx.r turn to detailed analvsis of the 20 major 

industry groups (Table III.23). As can be seen, hand pro

duction dominates. In 13 industry groups manuallyoperated 
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Table III. 2 3 ------------
- - - - - - - - - - - - - T" - - - - - - r- - - -1- - - - - -· - - - - - - -f-

1:o. I % of units : Tot1.l I 0/ o-f which I I ) are 
of :usin'J i Pot I 1 abour: <Mnn r s : Family: Sai~3:ry:•·r ad]:e j 

I I I I 

Industry :units: pa 1 er :using I force I I Hem- I :earn-I I I 1 ' 'arn-
I I : PClr' f~L I I I bers I lers ~ I • I I I 1 ers 
I I • I • I I ~ - - - - - - - - ..! !.. - I ~ -· .!. .!. - - - - - - - -

:5~~1 1. ""'lour mills 114 100.0 318 47.2 5.3 1o6 

2. S'.Je~tmeat & 36 100.0 178 27.5 16 .. 3 9.5 46.6 
Farsana 

j 
Bidi '3. 192 100.0 831 30.3 ~ .• 2 6.4 5R.l j 

1. ~2inq and 20 100.0 141 17.7 9.2 2.8 70.2 
Printing 

j 

5. Lc::1ther products 22 4.5 95.5 95 30.5 21.0 2.1 46.~ 
6. Foobtlear 84 100.0 232 39.q 28.2 0.9 30. 9' 

7. :1e t 1.l tinning 26 46.2 53.8 127 24.4 6.3 4.7 64.6J 

B. :-liscell.::tncous 42 38.1 61.9 2 32 24.6 9.0 2.1 64.3 j 

M2 t"'ll products 

g_ r~n1'ineering 25 88.0 12.0 157 11.1 8.9 3.2 68.8 
\1orkshops 

10. ~l..:!ctrical repair 22 4.5 95.5 103 25.2 1.8 8.7 61.~ J 
I 

1:. Automobile repair 27 2g.6 70.4 124 25.8 15.3 3.2 55 0 7 ~ 
I 

1?. Cvcle repair 16 100.0 31 57.6 18.2 24.21 

13. Boxes and packing 15 100.0 85 25.9 7.1 12.9 54.1j 
C'3.Ses 

14. Furniture 37 16.2 83.8 17 ·1 24.7 8.0 1.1 66.1 

15. Printing presses 31 48.4 51.6 21g 22.4 2.7 5.5 69.4 
-t-· 

16. Photography 22 100.0 91 26.4 1LO 3.3 59.3 
J 

17 0 Photo and mirror 17 100.0 40 50.0 17 0 5 32.5 
framing 

18. H'-=ttch repair 36 100.0 85 5S.3 10.6 1.2 32.9 

19. Stove and tin 29 100.0 52 65.4 26 .. 9 7.7 
jobbing 

20. 1·1iscell?.neous 39 23.1 76.g 194 25.8 11.8 4.6 
.I'· 

57.7 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
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units account for: at least 80 per: cent of the units, in fact 

in 10 industr-ies, all units ate unmechanis8do Conver-sely, 

only in t:IrJo industfi8s is mechanis-'ltion a pr-edominant featur-e 

in flour: mills and in engineer-ing wor:kshopso Unfortunately, 

even in those tl•7 o cases as the study has not r:r:!l 1.ted this 

fe-atur-e to the extent of ·vJ age and family wor:ker:s in the 

industr-y, we cannot re:1ch any cle"3.r: conclusions about the 

level of development of the industri2S in ter-ms of manufactur-e 

or: factor-y pr-oduction.- Hew ever:, we can make a distinction 

bebtJeen mechanised and manual industr-ies as pr-eviously defined; 

and industr-ies pr:edomin,mtly employing family ,,,or:ker:s and those 

employing hir-ed worker-s (salar-y + VIaqe wor:ker:s over 60C/o) to 

reach ver-y br-oad conclusions. 

Pr-edominantly using 

Wage labour 

CHART III.S 

t.l§chanised 

Engineering 
wor-kshops 

Non mechanised 

Dyeing and printing; 
Electrical r-epair, 
Fur-nitur-e 

---------------------------- -·---
Family labour: Fooi:tvear:, cycle rePair:, 

photo and mirr-or: 
framing, watch r:epai r:, 
stove and tin jobbing, 
Bidi, Photogr-aphy, 
Boxes and packing 
caseso 

Of the uncategor-ised industries only { 1) sweetmeat and 

farsana is totally unmechanised and equally divided beb-1een 

family and wage labour: i.e. in tr-ansition be"!»1een "family and 

capit.alist cooper:ation 11
• Something useful can be said on the 
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b~sis of the dat~ in the c3se of b~o other industry groups. 

Firstly, flour mills "li:"e in tr:--msition beb·<een family 3.nd 

C"lPi t ~list m·ichino pr:-oduction i. a. repr:-esc:nt an equi val~nt 

tr.'3.nsition ~t a higher technolo'jical level to thE? Si·Jeetme.~t 

industry; 1r1hile in the L~1thar:- products in1ustry, mechanisation 

has begun while the tr~nsition from one form of cooperation 

to the C=J.Pit~list one is si~ult,n2ously in progress. 

111.10 Handlooms an1 Powerlooms ------------------------

~ccording to the 1951 census, of the 20 l1kh 1r1 or-ke r-s in 

the cotton textile industr-y, over half v1ere in the C=J.tegor:-y 

of ind~p2nden t vJO rker:- s. A little less thl.D h 3.1 f, cr:- 9 o 81 

l3.khs 'VJ e rc "employe2s 11
, while there were 50 thousand 

"r:mployer-s 11
• As the independent workers would obviously not 

lia in the mill sector, they must h=J.Ve be :m concentu1ted in 

h~ndlooms J.nd po;verlooms, which ther~forc represent import:":lnt 

sectors of the industry. Pe will r;x~mine the status of the 

workers employed in handlooms and pa·,erlooms, =J.nd attempt to 

dr~~ conclusions ~out th~ level of c1pit1list developm~nt on 

this b3sis; this will be supplem=nt,~d by an3.lysis of the 

role of merchl.nt and usurer capital in the s-pherG of 

distribution of both y3.rn and h"lndloomlpowerloom cloth& 
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Table IIIo24 she»7S the Provinci3l "l.nd Stilt~ wise dis-

tr:ibution of hand weavers by the pqsition they occupier'l in 
-- -

th d t . - 1 
e pro uc 1.0n structur-e o On the '111 India level, :::J_bout 

58% r:emained independent, in th~ s~nse th3.t they wor:ked on 

their: avn account, though the hold of yarn and cloth dealers 

on the r;J~,v material supply ~nd m3.rkGting neU.Jork impli-;d that 

their autonomy of .3.ction was limitr?d. ~'le sh"lll ex3.mine the 

effects of the hold of merchant capit3.l on th•3 distribution 

network l:1te r. 

Almost 32% of the weavers worked for "l m"'l.h"l.j"'"ln, or:- :3_n 

intermediary, eithGr:- in the quise of y:1rn or: cloth d';)"llers, 

or of master weavers, themsely~s from the we"lving C"'iSteso 

The C3m"l.ining 9% or so of weavers who "'or:ked in k3.rkh"l.n"ls or 

workshops m"ly be sn.id to h"lve beGn p"'"lrt of an industrial 

pr:-oduction system, "1nd we mi'ly tGnt-=J.tively pl "'1CG them as 

subor din"lte to industr:-i :1.1 capi tnl o _ . -

1. The Textile Enquir-y Committee (T~C) which reported 
in 1954, h"ld examined the existing state of the 
industry, and suggested measures for:- its future, 
O!:'derly gra.v tho The Commi ttc=e concerned itself 
Hi th 3.11 th,"3 three m"3.jOr secto t:"S in the industry 
handlooms, paverlooms and the org:3.nised factori,:=s, 
and it pr:-ovided V'l.luable d::.tt"l on the handloom industry 
on the basis of a sample survey. In f"lct, on the 
basis of the sur:vey, the Committee pointed out that 
the conditions in the handloom sector h"'ld not changed 
appreciably from the time th"l.t the Fi3.ct Finding 
Committee (FFC) on Handlooms i'l.n:J Mills h.3.d l:'eportc~d 
in 1942. This is a cl:'uciql col:'robol:'i'l.tion of the 
results of th3 FFC, which h<'l.d undertaken an extl:'emely 
detailed and painstaking survey of the h3.ndloom indus
try, for it a_llcws us to rely on it in our =malvsis 
of tht:; industry. 

The pa.verloom industry, on the othGr h:md, w:1.s 
mentioned in passing by the FFC, i'J.n.i fol:' this 
sector we v·Till r:ely primi3.rily on the T:SC. 
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Table III.21 ------------
CLASSIFICATION OF HANDLOOH vTEAVERS 

- - - - - - -,- - - - - - ,- - - - -,- - - - r - - -~- - - -
I I I I I Pr:ovince or : Independr::mt : :7caver:s :\•1 eavers : 11emb~rs 1 Tot"l.1 

St=ttc :v.Jr.;ave r:s C>l : wor:kinq I in :of coop- :Number:-/0 I 

: und2r:- : Karkh -=J.- : CJ:"=ttive 
: H =th =t j an s : n=ts % : soci~ ties 
I % I t rt 

- - - - - -- - ·- I !. ,.o -- - - - - - - - - - - - -

J\SS=tm 99 0.5 0.5 4-21, 000 

B(mq=t1 201,979 

Bih 1.r 98 2 102,693 

Bomb=ty 21 21 54 1 117,100 

c.,ntr"l1 Provin·· 80 18 2 71,390 
ces 1.nd Ber:=tl:" 

!h_j1:"3S 28 60 R '= ·127, 716 

Or iss~ 20 79 s.o, 000 

Punjab 58 39 2 1 355,851 

Sind 10 80 5 t:: 4,569 

'United provinc2s 2'1-tl-,712 

B =ti:"Od=t 14 80 5 5,438 

Cochin 13 61 9 16 2,150 

C:M '11 ior 85 14 1 ... 5, 82·1 

Hyde!:" =tb=td 26 32 ·10 2 109,015 

Kolhapur and 15 70 7 12,891 
Decc1.n St =ttes 

l1ysor:-e 35,000 

TJ:"=tvmcore 17 21 32 ... 19,010 

- - - - - - - - - - - - - - - -
.. \11 Indi=t 57.5 31.6 9.3 1.6 lOOoO 
( C{, of tot '11) 

- - - - - - - - - - - - - - - - - - - - - -· - - -
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The mastel:' weaver:s in kal:'khanas qenel:'ally employed 

weaver:s fl:'om theil:' e»rn caste, and although they might also 

have da:J.lt in yal:'n distl:'ibution and cloth m::t!:'ketinq i.e. 

th<.~Y under:took thc= same function as the tr:::1.ditional de""lle!:'s, 

they w2r:e tr-eated with 

••• some ·l.ffection as thc=y ::J.("i3 .:J.ll of th:-:~ s arne 
castc= and bound by something more thm mel:'e 
cash nexus. He /Eh2 m::1ster we::tver:7 and th,'3 
W8"1Ver wor:ker:s h~ve to cooper:.:J.te In their c.aste 
festiv::1ls and other functions. Thc=y "lre bound 
to 2.ach other by various ties. ThP v.rorkm::;n are 
in need of adv.anc.es .and the employr=r is able to 
give themwith confidencl as thewe'3.vers are 
;:;asily within his r:e.ach. 

Table III. 25 ------------
CLASSIFICATION OF KARKHANAS IN CERT?\.llJ TCtvNS BY SIZE 

r - - - - - - - - - - - - - - - - - - - - 1 - - -
• Number: of karkh""lnas with ' 
~--- -,--- I----,---- I----f 
: 5 to 10:11 to 20:21 to 40:41 to 50:Hore than:Tot-=tl 
: looms :looms :looms :looms :so looms : 
~--- -'- - ~- -•---- L- - ~---

Sholapur 553 230 36 6 1 

M1legaon 100 15 

Ahmednagar 40 25 2 

Sangamner 16 2 

60 

Amritsar 27 56 46 10 11 

Ludhiana 35 20 10 3 2 

Ca.nnanore 34 35 22 4 27 

Mangalore 12 17 7 5 6 

L Government of India, Repor:t- of the ~t Find)ng 
Committee (Handlooms and Mills) (Delhi, 1942 , 
p-:---72. 

826 

115 

67 

18 

60 

150 

70 

12-2 

47 
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Cultur:-""llly ;:md soci-..lly, th ~master:- wc:'!ver:- 'lPPe'lr:-ed to 

h1.v~ r.~.n r.~.dvqnt.:1ge over:- middlem""!n from the non v7er.tvinq castes, 

qnd the r-epor-t points out th1.t only in centres where r:-el""l

tiv~ly pr-osper-ous m;.ster:- v1e3.vers did not exist did thr:: y'lr:-n 

-1nd cloth d-~ 1.1 ers t qk2 ov 2 r r:-espons ibil i ty for the production 

of cloth, op~r:-"'.ting th~ s1.me type of dom~stic system. The 

1<'FC m1.kes the siqnific1.nt point th1.t 'llthouqh the del.ler:-s 

could buy suppli ~s of cloth 1.t loc"l.l m l.rkets or hats, they 

consider:--;d it "mor:--~ -1.dV"l.nt·yJeous to ~mploy lqbour:-ers to 

produc·~ \·Th"lt theyw1.nt". This would imply th:J.t tha surplus 

Hhich could be extr.'l.ct;;;d in the domestic sys tern by r.nkinq 

1.dv1.nc~s of yar-n "1Dd monev, w 1.S 1re3ter th-=m the r2turn from 

purely merc:mtil.= opcr:-3.tions i.e. 11buving chr~l.p 'lnd selling -

d~1.r". Clr::1.rly the profits from pur-r. tr"ldinq op8r'ltions h'1d 

b12.~n r2duc ;d bv competition, both from mill made cloth, 3.nd 

fran othGr d.~""!ler:-s in hmdloom f:1.brics. 

The system of adv""!nces, kneJ..1n loc"llly 'lS dyhn in 

Bcng'll 1.nd Bih""!r:-, k,"J.tiquti in u.P., munr:rqde in the IC3.rn'lt"lk-3, 

3.nd munp3.n.1. in the To.mil ar:-c'lS u as used to bind worker:- s in 

centres wher-e weavers >•Jere scarc2. It appear-ed that the 

hold of the mahajans ov2r:- the weav~rs, which had initi'lllv 

had a purely oral or infor-mal basis, was '}ivinq way to 

legal contracts in the for-m of bonds and mortqa"Jes. No 

in ter:-est in the fonnal sense was levied on these advances,. 

but inflated pr-ices for- inputs, and 1~7 prices for. cloth, 

combined Hi th "customarv deductions" provided a r-eturn on 

the loan. Conversely, in centr.-~s ·phich there \laS acute 

compP.ti tion for work, th~ mahaj3.ns uould asl< for a deposit, 

in some cases ev2n before the vror:-k \-7 aS allotted t0 a weaver-. 
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In cases whe r:e the scale of oper:ation of the domestic 

system had advanced to a sta'}e whecs ver:y lar:ge numb,~r:s of 

scattered weavers might be HOr:king for: a daaler, an inter-

mediarv, usually a head weaver, acted as a coordinator of 

the pr:oduction pr:ocess. 

The heacweaver undertakes to supply the merch::mt 
a certain amount of cloth and the merchant m'3.kes 
advances to him. If the merchant is also a yarn 
dealer, he gives the requir:ed amount of yarn also, 
but he covers himself: against r:isks bv treating 
the yar:n advanced as sold at the ruling market 
prices and when the goods ar:e tender:ed he buys them 
at the pr:ices r:uling then. The head vJeaver in turn 
enters in to a contract 'Ar ith individual weavers, 
advances them yarn and small amounts of monev to 
me:=t their day to day expenses. t1!hen the goods ace 
delivered the wage fixed is given and the_ account 
settled. In course of time v.reavers become indebted 
to the head we;:wers 1and metch"lnts, an:i lose their 
fre2dom completely. 

The system of domestic work or.qanised by the head.1eave r 

.\vas also used by kar:khanadars vJhen the pr:oduction in their 

ad n units was insufficient; and in such cas.?s the headw eave r: 

operated as a commission agent, earning his living on the 

diffecence between his costs, and the actual price paid for 

the cloth. 

The karkhana, or manufactory, "'' ,'3_S the natur"ll development 

of lacge scale domestic pr-oduction supervised by a head·reave-r. 

Although kar:khanas had ,~xis ted in t1oqhal India, it appe"lr:-ed 

that the 'moder:n' versions had be2n introduced by Christian 

Hissionar:ies to the l1alabar: Coast: 

1. Government of India, Report of th3 F~ct Finding 
Committee, (Handlooms-aD~Mills) (Delhi, 1942), 
p. 7 4. 
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The; sp2ci3l featul:"2 of th2 Oest Coa.st Karkh.:m~s 
is th~t in =~ch fJctoJ:"v th2 oJ:"qinis~tion is com
Plate, from the mtnuf-qctuJ:"ing to th2 marl<eting 
of cloth. ~~ch f 1.ctoJ:"y has its a-.m .qr!:'"'ln'}em·.m ts 
fo !:' dyeing, prep-ql:' :ltory Pt'Oc~sses, ;.reaving ~nd 
m'3X1<:etinq, .-qnd all this is done bv hum~n lnbou!:' •••• 
They send out tt'~vellinj c~nv1sset's who book 
Ot'ders from V:lt'ious p:lrts of India, fJ:"om consumet's 
as w2ll ~s ft'om wholr~s 1l "? cloth de~let'S. The 
c~nvass2rsare p3id ~ commission !:'anqin~ from 3 
per cent to 10 pel:' cent on th.J n.;t v-qlue of the 
goods n::- 1lised. 1 

The k1t'kh m 1s in th:-> Bomb.qy .?rovinc.= wet'e qen~:!rall y 

sm~llc(' thm thos·: found on thr~ H~l-qb~t' coast; and 1l though 

the presenc._~ o;: r,J ; "l.Vers in ~ single workshop n~rk::!d a defi-

nit.") ch"l.ng,::! in the O!:'g1nis~tion of pt'oduction from th,; 

domestic system, the business methols of these k.qrkh-=1nnd3rs 

r..;m3.in.:d old fashioned: 

The k~t'kh~ad~!:' of Shol~PUJ:" still t'em1ins the 
middl.emqn \.JC'lv~::r in ·~ssenti 11 reSP8cts :=tnd his 
bt'inging the >vCuV2J:" tCXl~th::!t' 1.t a wot'kPl-=tC'~ has 
not m~dc:! much differenc2. In Shol-qput' the bigqet' 
k~rkh"l.nid:'l.t' per':orms sever~l functions. He (a) 
engaq es w e"l.vers, (b) engages asilmis, \JhO 1re 
th"?mselves wa~vers, or h1ve sm-1.11 karl<h~n1.s under 
th;m, or gct the wot'k don2 tht'ouqh v7envers, 
(c) put'chascs yarn whol---s,le, dves it .qnd supPli8s 
it to J.S<1mis and W-2·'3.V2rS, (d) in ~ddition to goods 
manuf"l.cturcd in his am k~rkhana, purch=tses the 
goods of usamis and we~vers ~nd arranqas to s2ll 
th=m (e) directs "?roduction of impot't1nt typ,-.s of 
patte!:'n, and (f) acts as the fin~ncier of ~samis 
and weavet'S, and fo(' this obt~ins credit from the 
banks. Thus h; fonns the aPex of the indust!:'y and 
enabL:!s it to face th~ comp2tition of mills. In 
other parts of Bombay, ho.vever, the k~rkhani'ldars 
are generally d,;pendent on cr2dit suppli::::!d by y~rn 
d2~let's. 2 

1. Ibid. p. 76-77 

2. Government of India, Report of the F=~,ct Finding 
Committee (Handlooms and Hills) (D,2lhi, 1Q42), 
p. 77. 
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The diffe L"encc:: b.:;tH e<:;n the ~7 o types of k"lL"kh=tn =tS 

aPPe=tl:"s to b2 based moL"e on'the soci=tl or-q=tnis"ltion of 

pr-oduction v.Jithin the: PO!:'kshop, th=tn on a n•Jmr:rical diff

·~1:" ence in th2 numb..:;r of looms in us.=:!. It ~,~ould =tPP':!"lr 

th"lt the Jcarkh;:mas in Bombay PL"ovince r:epl:'r?sent 3. v3r-iant 

of th-" domestic systc~m i.e. of C=tPit"liist simple coope['ation, 

where the wor:-1c:!l:"S aL'e concentr"ltod in a sp:~cific loc::J.tion 

but no ch=m·;Je in thl:;; t:;chniques OJ:' organis.=ttion of production 

has t=tk:;h plac~; th:~ k3.d~h::tn"'l.S on the t·1al=tb.'lr co::1st, on the 

other:- h=tnd, r:.:;prc;s ::n t ::1.n adv:1nce to the; manuf.=tctoL"y, V.lher:-e 

the; possible division of lJ.bOui:', ha,rever: lirnit>~d in h=mcl 

proiuction, is developed to its full extent. 

V..1fc;; m=ty notl turn to the <?ffects of merch=J.nt C'"~-Pi t=J.l! s 

hold on the yarn and cloth distribution neb,.~ork. It lt:; 

cL=:·=tl:" th =tt except foL" the rel.J.tiv;~ly sm=tll proportion of 

w e=tver s employed in k =tr:-kh:3.n=ts, ''Thethel:" ooer- :qtrod as manuf l.c

tor:-i<~s or:- not, the systems by v1h ich y=trn was supPlied .. 1nd 

the cloth 'l?rocured from the vJe:'lver:s would be m=tjor d~tr.:r-

min=tnts of their place in the production process. The :.ni ti0l 

inro.l.ds of merch'3.nt capit"ll into the systc.>.m of ind:3pend2nt 

small commodity producers, le"lding qr"ldU::illy to th'?ir conw::r

sion into contl:'act :2nd out workers v.Jould t"'l.kc" pl "lc'" thr-ouqh 

the monopoly th.::J.t yarn and cloth deal2rs had s.ecured over th2 

distribution netvvorJc. 

The m3.rketing of Indian .::tnd foreign mill m3.d'3 YJ.L"n took 

plc:tce through ~o distinct systc:ms of distribution. Fit:'stly, 
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th--r:~ ";J:~ th · "J.q~ncics for s~llinq thG ?'=t.rn to '·'hOlGs'll:; 

d.; 1l•~r:s, 1nd in scm.; Cl.S...?S to v "-=tV~r:-s :1nd coo:;:x::r:1tiv:~ 

~-·~·wing or:g 1.nis "1 :.ions di 1:2ctl v. '3-,condly th.:;r8 wer2 th ~ 

v1.r:-io11S "1.J.rl< ~t structur:-~s thr:-ou·1h which V"lrn 1•'0Ul-i n::"lch 

,_, !1.V3J:S fr:om th.::! "hol;.:s"ll-.3 d..="l.l~r:s. 

Th ~ mills' S:J.l...?s org1.nisl.tion H 1.s pyr:-1.rnid"ll in s :.:c·Jcturc;, 

v!ith th;ir s.~llirq "lq-ents :1t th,~ -=t'Jcx. Hhol~sql•:: d:?~l-~rs 

int:r3sted in :"on11.rd contr"3.cts Hith the mills \·rould m-,_k" 

offer-s throug~1 th.; 1.gcnts, to 1·7 hom th;y H2L'~ 1: 2SDonsi"0~., 

~01: P1'l'TI ~nt for th . .: y:lr.n. Th:;sc d21.l2rs, in tur-n, ,.,n,,,_.-:

s_:ll th2 y-1.rn to on3 or mor-e r:~tqil d~-=tlcrs fr:or: whorr. ·:: _ 

y "lJ:n 11 ould fin --:.11 y r: ,3 "lCh the \·7C: "lvcr s. Both th~ S3lli~~ 

1.1ents 1.nd th..o: sub-agents, Fho \' ;~:.-' lor::"1t:yi in t:lt:. i·1-rp-::-r_ -~'lr"t 

'~<'2"1ving c,~ntr2s, '121:; qcn::r1.lly ri'"Doint.;d bv thr; rnills_. --,_ne. 

thcv •1ould pr...:sum•blv vouch for the "'hoL::s"112 d ::1l2rs 'Jhos" 

In -=tdditicn to this ::_:;__scr:iDu"::ion 

... -7'-rorl-:, thJr~ ,,, ,s th:tt might b-:: cl.ll;d 1 11 specul'ltiv---:·: net-

"~-'OJ:l< in nhich spucul1.tion in the contr-=tcts tool< pl "'lc.--0 Th,; 

F7C r ?port m3ntinns, IAiithout .;x-vl-,_n:=ttions, th1t in sorr.-: 

c:tses th:: s;;.:;cul ~tor:s w:.::rc ablr: to undersell th:: rnill i tsc::lL 

!Jl.rticul-=tr:ly dur:ing th~ bus~r s-::'lson. 

Th,~ J:"ct:lil j_ -~ ql.~r, C·"1rli~l:' c:f;;r:r ~d to qs th; m::J,_..,_=tj qn, 

\!ho formc;d th~ S..!cond :n.r:t: of th~ ''3.rn distribution n·~twcr,c 

h,d, ~ccording to th0 J:".::;por:t, mqdc; himself into th2 co~tr:cl

lin·'J influenc~ in the h::mdloom indu 1trv. 'T.'his w qs b:;c"·.1sc~ 

of his tr ipl.::; function -=tS yar:n supplie 1:', fin 1nci ;r, '1.DC, 
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cloth seller-; and by this tr-iple function he had "r-endered 

himself almost impr-egnable against r-efor-mist assaults". 

Ther-e is usually in ever-y ar-ea a chain of yar-n 
dealer-s ranging fr-om the big city merchants to 
the smallest (sic) fry in the viilaje.· The 
weaver-s of the smaller centres qet their supplies 
of yar-n fr-om the near-est cen tee, vhich is served 
by yar-n dealer-s or- fr-om itinerant dealers, who 
visit the village hats, shandies or bazaars or 
penths on baz3ar days. As may be expected, they 
usually combine this business with th"lt of money
lending and pur-chase of cloth from the Heaver-s -
against the yar:-n.1 

It was necessar-y for- the w eaver:-s to set off their:- sale 

of cloth against purchase of yarn both because of their-

small c"l.pacity to hold stocks, and the monopsony paver of 

the cloth mer-chants: 

••• in certain centres like Salem, Conjeevar:-am, 
Banaras and Bur:-hanpur:-, the weaver- will be daily 
visitin-:J the mar-ket wher-e there ar-e only a few 
mahajans or- shopkeeper-s and hundr-eds of other
weavers like him. In such a market higqlinq 
(sic) goes on unabated, and the shopkeeper-s, . 
gener-ally with tacit agreement with one another:, 
r-eject cloth after- cloth for one resson or 
another-. 2 · 

Apar-t from the ';,7 eekly mar-ket held both in cur- al and 

urban ar-eas, ther-e wer-e per-iodical fai cs held dur-ing impor-tant 

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

both lar-ge and small tCMms. 'W'hile in the smaller l·reekly 

mar-kets, the consumer and the pr-oducer would meet dir-ectly, 

sometimes the sale taking place on the basis of customary 

1. Government of India, Repor-t of the Fact Finding 
Committee (Handlooms ·ana: Mil~I (Delhi, 1942) 
p. 89 0 

2 • Ibid. p. 13 6 • 
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prices, at the larger markets,the bigg2r d2alers dominated. 

In such big shandi=s or hats, the weekly transac
tions run into thousanHs of rupees. Such are the 
big hats of Bengal i.e. the Hcwrah Hat, the Kumar
kh3li Hat, Baburhat, and th2 Pollachi fair of 
Madras •••• The special feature of the Hcwrah Hat 
is that the stalls are avne~ 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. Th::= wholesale dealers and the local 
shopkeep=rs, who visit this hat, ordinarily buy 
on credit from the paikars and1the account is 
settled, once in three months. 

Usury was often combined vl i th trade in the distribution 

network. The FFC noted the presence of money l2nders at 

"labour centres 11
, who \'Tould sell cloth and other necessities 

of life to vlorkers. There was also the ::r.nnnasakadan-kar"'tn 

or the 11 six-month crcdi tor" in Southern India, who would sell 

articles of daily consumption on six months credit, with 

repayment at a specified rate in grain. Under the pressure 

of various social and cultural norms, villagers -v;ould b1...,y 

' goods at high prices and repay in· qrain, probably at lower 

than market prices. 

The FFC report mentions that there were a few signs of 

mojernisation of the distributive trade. Cooper.atiVB societies 

appeared generally to have failed, ~or a number of reasons 

amongst which the principal se,~ms to have been that there 

were no active adherents to the cooperative move~=nt; societi2s 

1. Government of India, Report of the Fact Finding 
Committee, (Handlooms and Mills) (Delhi, 1g42) 
p. 137:--~----- -
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wet:"e lat:"gely imposed ft:"om above without the PL"ePat:"atory wot:"k 

of obtaining the commitment of the weavers having been done. 

On the other: hand auctions and clear:anc~ sales in the whole

s'ale tt:" ade, and cooper: ati ve r:etail depots and Govet:"nment 

emporia in the retail tt:"ade had succeeded to a gr:eater: extent. 

Harv'ever:, although thet:"e wer-e these fevv instances of advanc~ 

tCNJards organisation, the distr-ibutive system in the handloom 

industt:"y continued to be a major: sout:"ce of concentration of 

met:"chant and usuret:" capital, V>7ith commodity pr-oduction 

invat:"iably linked to one or: both of these fot:"ms of caDital. 

IIIolO(ii) Powet:"looms ----------------------
Although the FFC • s main conce L"n ,,r as v.T ith the mill and 

the handloom industry, and they gave little space to analysis 

of the pCMTet:"loom industt:"y, they have a concise definition of 

the power-loom unit: 

In this Repot:"t we have used the ter-m "pOWeL"loom" 
as standing for- the single unit or small scale 
pawerloom factor-ies, Hhich ar-e distinguished ft:"om 
the mills mainly by the fact that while the mills 
comprise several pr-ocesses of manufacture, such as 
sizing, war-ping, winding and v.reaving, the power-looms 
ar-e gener-ally confined to weaving ~os£ly (sic), the 
other processes being the same, in most cases, as 
those followed in handloom weaving. 

In the pe»Jet:"loom industt:"y, the social forms of organi-

sation appeared to be almost the same as in the'handloom 

industr-y. There was the independent small commodity.producer 

wor-king.·with family assistance, the cqmmodi~y pr-oducer- tied 

to merchant capital, the pcwet:"loom karkhana, and some powet:"-

loom units t:"Un 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 ter-ms of output per· unit of time) was about four: times 

as gr:eat. Preparator:y processes were undertaken wi·th the 

use of family labour, or some hir-ed 13bour using the same 

primitive techniques common to the handloom industry. 

The Textile Enquiry Committee 1 (on whose data these 

descriptive passages are based) founj a predominance of 

medium sized P~-1erloom units with betl..reen 6 and 20 looms, 

inspite of the fact that such units were subject to the 

factories act and the mini~um wages legislation. In 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 \arge scale units employ

ing over- 50 looms_ This would appear to be typical instances 

where the high production costs of the smaller capitalist 

units prevented the q~neration of the surplus sufficient to 

enable them to expand to a size where major 2conomies of 

scale were possible. 

III.11 Conclusions 

The eight separate surveys that we have discussed in 

this Chapter present data in a vari~ty of formats, and for 

this reason the preceeding sections have necessarily had 

1. Gover-nment of India, Hinistry of commerce and 
Industry, Report of the Textile Enguirv Committee 
(Na..r Del hi ; 19 54) • 
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tion about the st·ructure of small scale production. Ho;,Jever, 

it·i~ possible to see broad similarities in the conditions 

f?p-3vailing in these industries, and we will attempt to 

develop an overall picture. 

The first feature is the predominanc,., of domestic 

production i.2. of production in the homes of either the 

actual producers; or in those of the master worker in cases 

such as that of the cal:'pe t industry, where the major instru

mc~nt of production, the loom, is Ot.7n.~d by the master ''1orker, 

who works actively alongside his hired v-.rorker:s. 

The second feature is the presence of the dealer, or 

the exporter which in either case reprrosent merchant capital, 

.. and which pr:ovide the link between the centre of production, 

and the market. In the cases ''·7l'~ have considered, re·latively 

largr~ merchant capital appears to be involved for it mediates 

be uv een the national or even the inte r:nationa l market .and 

the small scale producer. In some cases, the 11 PUttinq out" 

system is in operation, ,.,here the producer is expected to be 

responsible for the r:;ntire range of processes required to 

produce the finished article, such as in the carpet industry; 

in other cases such as the bras~Jare industry each separate 

establishment works on a single process, and this is passed 

on to successive establishments until the article is finished. 

In thes:= cases .much less freedom is qiven to th.~ producer and 
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th8se industries present a qre;=tter simil'lritv to th3 

functioninq of industrial capital, emplovinq waq-; Harkers, 

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

\nother variant that must be mentioned (tho~qh it is 

r2latively uncommon) is th2 combination of the; "feeder" and 

the 11 financi8r" units found most prominently in th:; brasswar.e 

and the firevork units. 1\lthough th2so r !lationships are 

sir:1ilar to th;.~ cases of th2 mast.;r \vorker =3.nd dealer rela

tionship, it does appear as though in the feJder-fin~ncier 

relationship, both units represent industri'3.1 C·'lPi tal and 

it is the monopoly of access to the market h0ld by the 

financier unit which forces the fe:;der units int:o a position 

of subordination. Here there is the possibility of com·::>eti

tion b21J..ve.:m the feeder and financier units, while in the 

industri..~s domin'lted by the dealer-master \,,orker rel :ltion

ship, the d~alers do not seem inter3sted in setting up th2ir 

ONn units and ar.~ content to r·~ly on th:= master workers 

entirely. 

The:; third feature of thes,~ industries is th 3t th3'Y 

provida articles of common us.;, or of decorative value in 

the case of the arbNork industries, which are q~nerally 

accepted as appropriate to modern urb=3.n life. Although we 

h'lve taken specific industries, the major point to be mad2 

is that there were such a group of small scale industries 

located mostly in urban areas, the dc=mand for whose goods 
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would have increased with. the tJra;, th of national income and 

suitable import substitution policies. 

In the next Chapter, which is .the final one in the 

second part, we will continue our examination of the 

structure of industries and bring the threads of our 

understanding together in the concluding part of th~t 

chapter. 

*>~******* 



CHAr>TER IV 

THE STRUCTURE OF SilALL .JCALE INDUSTRTSS 

( i i) 1'1ERCHAJ::':' .3 I CAPIT,"\L AND USURERS I CAPITAL ---------------------------------------------
IN SELECTED INDUSTRIES llJ lllDIA, 1954-lq55 ------------------------------------------

IV.l Introduction 

In the pr~viaus Chaptor we have exa"lined th~'> staqe of 

economic evolution of ::1 number of ess~ntially urban indus-

tries. Some of these, esp~cially thos~ requirin~ a hi~h 

dejr~e of expertise such as ivory carving an~ cnrPP.t makinq, 

"ll thou1h in early st::t'1~S of development, had beon inteqrate"l 

into the vrorld market throu~h thP. interme0iary of larqo 

m~rchant c~,>ital. Thus, quite aoart fra:1 the technique of 

production which v.rould have resisted mechanisation to any 

~reat extent, the hold of merch~nt capital must itself have 

in thesP. cases held bar~ technical advance -- the hiqh rates 

of profit obtained v.r ould have lP.ft little incentive for such 

advance. 

Another set of industries which it is import"lnt to examine 

in the context of the grarth of the lcwer forms of capitalism, 

is comprised of the traditional villaj~ producers caterin~ to 

the n~eds of the peasantry. 
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The structure of such village producers was studied by 

the Programme Evaluation Organisation of the Planning Comrrtis

sion in late 1954, and the material collected, althou0h baseo 

on a rather small sample size relative to the population 

1 
provides verv valuable data. 

401 households ,,7 er8 surveyed in 7 Community Development 

·Blocks all over the countrv. T-Ie have aggregated the data, 

for thouqh there are regional variations, the general conoition 

of small village producers· is better demonstratPd in this wav. 

Of the 401 households, .328 (82%) were occupied with 8 

crafts, most households following ancestral or caste occu-

pations as sha,rn in Table IV. 1. 

Craft 

Table IV. 1 ----------

Number of 
Households 

(All Blocks) 

Carpentry 81 

Bamboo & Cane vlork 45 

Tailoring 35 

BlacksmitQy 35 

Hasonry 22 

Weaving 49 

Pottery 34 

Cobblery 27 

Others 73 

-

Households 
folla,r ing 
ancestral 
occupation 
- - -

66 

40 

13 

34 

18 

47 

34 

25 

- - - - - -
81.5 

88.9 

37 0 1 

97.1 

81.8 

95.9 

100.0 

92.6 

1. Government of India, Planning Commission, Proqramme 
Evaluation Organisation, Study of 'lillag:e Artisans 
<New Delhi, 1956) 
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All the 8 majo~ cr~fts we~A found only in the bloc~s in 

Punjab anrl Hadras, \vhil~ carD8ntrv was the only craft found 

in all bl0cks. It was not~-~o~thy th3t cra-fts cateri.n1 to 

-2ssential, everydav, n·~Ads such as potte~y, cobblPry and 

weaving 'VJ ere absent in 3 of thA 7 blocks. 

In ':'able IV. 2, HP have attempted to classify thP craft 

households into the staqAs of prPcapi talist Production •·1hich 

l'e had discussed in Ch::~PtAr I. 'There are some P~oblerr'S in 

converting the Reports' use of descriptive terms into these 

catAqories, but except fo~ the "employee" households t.rhos8 

p~ecise ~ole ~"'!rna ins unclear, He have been abJ.e to b~ing 

about a ~easonable level of correspondence. 

As can bA seen from th'2 Table, commodity production 

is little developed, except in the case of Bamboo and CanAWor·<:. 

and Potte~y. Phile in the case of Pottery, all households 

a~e commodity produce~s, in Bamboo and Can~ro~k this is true 

to the extent of 7W1- of the households. The last column 

sha·'S that only 20% of the households undertakinq artisan 

production (i.e. production to special o~de~) in Bamboo and 

Can~ro~k do so on a customary,payment basis, demonstrating 
/ 

in this Way 1 the beqinnin"JS Of production fOr the market 

(commoditv p~oduction). In the case of blacksmithy, on the 

other:: han-J., only 3 households uni.e~take commodity produc·tion, 

while the g4% of householns unde~ta~ing artisan p~oduction 

do so on a custom::~.rv basis. 
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·Table IV. 2 

RELATIONS OF PRODUCTION l'liTHIN CRAFTS 
----~~~-- ---------- ------ ------

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
-

Number- Number· of Craft households ~;: o-f 
. of -house..:. undertaking ·Columns 
holds - - - - - - - - - - - - - - - -

l'Tork Artisan Commo- Hixture 3, 4, F( 
Craft under:-- Produc- dity of 6 H orl<-

taking as inrr emplo- tion Produc Artisan on 
craft custo-yr::es tion and 

Commodity mary 

~ 
Productio pavment 

basis 
- - - - - - - - - - - - - - - - - - - - - ·- - - - - -

. ( 1) ( 2) ( 3) ( a) ( 4) ( 5) ( 6) (7)' 

- - - - - - - - - - - - - - - - - - - - - - - -
Carpr~ntry 81 10 52 2 17 6?..0 

Bamboo and 45 2 35 (b) 8 ~r.o 

Canev.Tork 

Tailoring 35 29 1 5 R.R 

Bl acl~smi thy 35 17 3 15 ql. 7 

Masonry 22 16 6 

ltJreaving 49 2 20 26 (c) 1 

·Pottery 
. 

34 34 (b) 

Cobblery 27 2 15 5 5 31. q 

All 
in 

the Crafts 401 78 148 123 52 35.3 
the survey 

- - - - - - - - - - - -
Notes: (a) 'Employees• have not been further defined in _th~ 

Report- except insofar as they are paid 1
W aqes I • 

(b) Inputs for these crafts are available locally. 

(c) Includes 2 3 cases of domestic or a.,rn use production 
in Assam. 
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DISPOS '\L OF PRODUCE ( 17 5 COMH.ODITY PROD'C"CSR HOUSEHOT.DS) 

Carpentry 

t3amboo and 
Canev1ork 

Tailoring 

Blacksmithy 

H'eavinq 

Pottery 

Cobbler-y 

~11 Crafts (d) 

% of households disposing of oroducP. 

through 
lter-chants 

0 

12.2 

0 

0 

22.7 

2.8 

0 

11.2 

- - - - -

Directly to 
customers 

100 

87.8 

100 

100 

72.8(b) 

07.2 

100 

88.3 

- - - - - -

Bntirely in 
the villaqe 
of rPsidence 

52.6 (a) 

34.9 

16.7 

66.7 

25. q (c) 

58.8 

50.0 

44.6 

- - - - -

both in the 
villaqe of 
rPsid~ncr: 
~!"l·i PlSP-

V.IhGre 

36.9 

65.1 

P3.3 

33.~ 

74.1 

41.2 

5 n. () 

54.3 

- - - -

Notes: (a) 10.5% of c~rpentry households sell onlv 
outside the village of residence. 

(b) 4. 5% of we'lving households sell throuqh 
a Cooperative Society. 

(c) Includes 7 cases of natural production 
(cwn use production) in Assam. 

(d) 0.5cb of all households sell throuqh 
cooperative societies and 1.1% of all 
households sell ~oods entirely outside 
the village of residence. 
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He complete analysis of the l:'eproduction cycle bv 

examining the P::tttern of sal~s of the produce of the 175 

households enqaqed in commodity pr-oduction (columns ( 5) 

and ( 6) of Table tv. 2) • 

As can be s~en fr:om the table, althouqh commodity pr:oduc-

tion is little develope~, and disrosal of produce is mostly 

.. directly to the "consumer", these ar:e usually outside the 

pr-oducing household's village. Thus the concept of self 

sufficient village communities, if at all valid, would need 

to r-efer to independent vill:3.ge qr:oups. In bamboo and caneNor:k, 

weavinq and tailor-ing, the propor-tion of households disPosing 

of th~ir: pr:o~uce outside the village of r-esidence is high. 

In the first t:N1o crafts, namely bamboo and canewor:!<::, and 

weavinrr, this appe'lrS to be due to the med:i,at;ion of .. mer-chant 

capital (12.2% and 22.7% of households r-espectively dispose 

of pr-oduce thr:ouqh merchants), "\117hile in the case of tailor:inq, 

even "extr-a village" disposa.l .. is done directly to customPrs. 

In this context it is necgssar:y to r:e<:!all th.=tt 28 of the 35 

tailor-ing households undert.=tke ar:tis"ln pr-oduction (or:pr:oduc-
·' -

tion to individual order). Cl~ar:ly they ar:e enqaqed in 1eror:k 

on cloth a'rned by their: customers, vJ ith 8. 8% of them opor:atinq 

on a customary Pavment basis. If we r-ecall that onlv 37.1°1 

of tailol:'ing households ar-e folle»7 ing their- ancestr-al nccUP'4tion, 

it may be r-easonable to conclude that some of the entl:'ants to 

the tailol:'ing profession may still be paid according to their-

or-iginal customarv basis, inspite of a change in occupation. 
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1\l thou]h, cor-respondin·'J to the l0\7 l ~vel of deve-> lrrpm~nt 

of commo~ity p~onuction, the hold of me~chant capit~l do~s 

not appear to be st~ong, usu~y has gained a firm foothold as 

vlA sh~ll SF!~ f~om 'ri=ibles IV. 4 and IV. 5. 

Table TV. 4 ----------
DISTRIBUTION OF OUTST~DllJS CREDIT BY SOLYRCE 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - -

-

Source 

floneylenders (i) l~.griculturist 

( ii) non agr-iculturist 

Coooer:-ativP. Society 

Projects 

Hiscelli=in2ous (a) 

0/ 
I' 

19.5 

60.3 

2.0 

1.3 

16.q 

- -
X 
X 7q.s 
l 

Note: (a) Revenue Depar-tment, ~elativ~s etc. 

INDBBTEDNESS OF CRAFT HOUSEHOL~S 

- - - - - - - - - - - - - - -
ct, of house- Ave~arr~ 

cl of debt ,' 

-

-
for-

-- - -

Craft holds rePorting D~bt Production ConsumPtion indebtedness ( l'c::. ) 

- - - - - - - - - - - - - - - - - - - - - - - - - - - -
CarPentrv 54.0 345.0 14.3 85.7 

Bamboo and 58.0 127.6 12.8 R7.? 

Canev;ork 

Tailoring 34.3 lqR.O 35.4 64.6 

Bl ac1<Smi thy 54.0 372.0 ~2.0 78.0 

Masonry 45 • .0 371.7 13.5 86.5 

H·eavinq- 4q.5 280.0 54.3 4S.7 

Pottery 61.0 198.2 14.0 R6.0 

Cobblery 63.0 178.0 24.7 75.3 
- - - - - - - - - - - - - - - - - - - - - - - - - -

\ll Crafts in 51.4 278.0 26.0 74.0 
the ~uE_v:;v_ - - - - - - -- - - - - - - - - - - - - - -

-

--
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Table IV. 6 

PHYSICAL ASSETS OF CRAFT HOUSEHOLDS ----- ----------
- - - - - - - - - - - - - - - - -, - - - - - -I I 

I C/ of households avning : Averaqe I ,n 
I - - - -: value of Craft 1- - -~- - ~ ,.,, - r - -
I Craft :Livestock :Transport I implements I I 

:implo.m'?n ts I :equipment (Po, •) I 
I I I 

- - - - ...! - - - - - .!.. - - -·- I -- - - - - - - - -
Carpentry 99.0 12.4 2.5 47.0 

Bamboo 'lnd 100.0 11.1 2.0 
Canework 

Tailoring 97.0 11.4 2.9 224.6 

Blacksmithv 100.0 5.7 11.4 78.0 

Hasonry 100.0 9.1 18.2 12.0 

Heaving 92.0 22.4 51.0 

Pott'?ry 97.0 32.4 2.9 12.0 

cobbler-y 100.0 3.7 3.7 27.0 

- - - - - - - - - - - - - - - - - - - - - -
All Crafts in 93.7. 12.7 3.5 52.0 
the survey 

- - - - - - - - - - - - - - - - - - - - - - - -

T-3.bles I'/.5 and IV.6 when read tog~ther sho,r. that the 

average debt is m'lny times the value of the ~rned craft 

implements, ,,rh ich are th:! most H id~l y held physic.:;l as sets. 

8ven in the case of those households O•Jninr:r livestock, or 

transport equipment, the burden of the repayments must be 

very heavy, particularly ,,rhen so few of the households pro0ucP 

for the mark.~t in general. 

Finally, in Tables IV. 7 and IV. 8, we attempt to deterrnine 

the position of craft households vis-a-vis the agrarian'class 
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structur~. This, of cour-se, is only possible in thos~ c~s~s 

wh~r:-~ the housP.holds ~re engaged in some wav "'' ith aqricult·ur~l 

oper ~tions. 

Fii:"stlv, in Tabl~ IV. 7 we sha.v the br-eakdo.rn of the 

househol•1s uniertakin'J each cr-aft by the :Jlace this hol"is in 

their- occupation structure. Bxcept in th; casP of ~.-u~avinrr, 

'1-rher:-e the fiqures havF' been influenced by instances of 

natural OI:' c:wn-use proriuction in Assam, and cobhlei:'v, all 

cr-afts ar-e principal if not sole occupations of the householr"is 

under-taking them. 

Table IV. 7 

NUHBER OF HOUSEHOLDS l..JNffiRT AK ING CRAFT ---------- ----------- -----

- - - - - - - - - - - - -,- - - - - - T - - - - - - '"j - - - - - -
I I I 

In Total I As Sole I As Pr-incipal! As Subsi-I I 
I I Occupation I Occupation I diar:v 

Cr-aft I I I 
I I Occupation I I I - - - - - - - .!.. - - - - - .!.. ...! - - -

Carpenti:"y Rl 34 27 20 

BaMboo and 45 9 25 11 
Canework 

Tailorinq 35 25 4 6 

Blac'<sni thy 35 13 16 6 

nasonr-y 22 10 9 3 

Heavinq 49 10 12 27 

Potte!:'y 34 12 14 R 

Cobblery 27 8 4 15 

All Crafts 
covered. by 401 154 145 102 
sur-vey 
- - - - - - - - - - - - - - - - - - - - - - - - -
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Further .information on the relationship between craft 

and non crart occupations is given in Table IV. 8. In this 

Table, for each craft vJe qive the number of households V~rhich 

undertake non craft occupations both on a subsidiary,. and on 

a principal basis (obviouslv in the latter case it is the 

craft occupation which is subsidiary in nature) . The Table 

immediately provides a possible reason for the ·high frequencv 

(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 a 1:JTicul tural labour hous<=>holds 

while the other t:Mro undertake peasant farming. Unfortunatelv 

as the size of the holdin~ has~not been specified in the 

survey, we cannot drav·J further conclusions about the nature 

of this peasant farmin"J, throu_qh the Predominant aqricul turall 

labour status of the cobbler households makes it likelv that 

the peasants are poor peasants. 

The J:"esults of this survey, therefore, desct:"ibe industrial 

activities very different to those discussed in the previous 

.chapter. In this case we have examples of activities at vet:"y 

early stages of commodity production and of caPitalist simple 

cooperation. Most households in this survey ar:e linked to 

agricultural operations and these industries are in .that sense 

peasant industries. 

Secondly, merchant capital appears to be little developed · 
. . ' 

at least in so far as these craft activities are concerned. Dn 

the contrq,~y, it is usury Nhich is common and well develoned. 
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Craft 

Occupation 

Carpentry 

l).8LI1.TIONSHIP BETI:V'EEN CR.l:iFT AND 1'10N CRAFT OCCUP\TIC' ·------------ ------..=......=----- --- --- ----- -----------
I 
I 
I 
I 
r-
1 
I 
I 
I 
I 

!.. 

- - - -
Rentier 

- - - -
( 1) ( - ( 2) 

5 1 

-~- - - - -
I Peasant I 
I Farminq I 
I 
I - - - - - -

( 3) ( 4) 

17 

-,- - - -- - - r 
: A.qricul tur al : 
: Labo,r : 
I I -·----- -- ~ 

( 5) ( 6) 

4 1 

Othet:' Non
Ct:'aft 
Q.csuEa!:i2n~ 

( 7) ( 8) 

1 

Bamboo and Canev1 ork 

16 

1 1 24 8 2 

Tailoring 

Blacksmithy 

Masonry 

Weaving 

Pottery 

CobblPry 

Total of 8 crafts 

1 1 

3 

6 5 

2 

10 

3 

6 

3 

41 

2 

5 

3 

6 

2 

36 

4 

6 

4 

8 

4 

54 

2 

1 

8 

2 

13 

35 

1 1 

2 

3 

6 4 

I' 
I 
I 
I 
I 

c.:C~ft 

- r - - -.--
Rav : Total 

I 

- .!.. - - - - - - -
( 9) ( 1 0) 

- - -
27 (a) 20 

25 11 

4 6 

16 ( ~) 6 

9 3 

12 27 (b) 

14 8 

4 15 

- - - - - - -
111 (a) 96 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
All Types c~vered 
bv Survey - - - - - - - - - - -

6 6 61 48 61 39 12 9 102 

- - - -
Notes: (a) In two cases each of households undertaking c~rpentrv and blacksmithy as a 

principal occupation, another craft is a subsidiary occupation. Row total 
in these cases v.1 ill not be the sum of appropriate columns. 

(b) There is a discrepancy in the figures for weavinq households. It appears 
that the Pl:'incipal non craft occupation in the case of 16 households has 
not been specified. The row total vJ ill n0t for this reason be the sum 
of the columns. 

(c) Odd numbe rer1 columns refer to subsidiary non craft acti ori ties, while even 

m:mben~d COlumns t:'e1Jet:' to princiD~l nan Cl:'aft actiui-t-·i~~~ 
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Distr-ict ~,rise sur:-w::ys of small scale pr:-od:u_ction w~=>r:-~ 

under:-t"lken by the Fest Benrral Bur-e::J.u of Bconomics and 

St~tistics in the.middle fqsos. We have been able to analvse 

data fr-om seven distr:-icts; as we are concer-ned with the 

structur-e of small in 'ius tr ics, and not ltJ i th agqr:-eqa te rnaasut:"es 

of thei.r str:ength, the incomPlete covet:"agq is not a handic:::JP. 1 

The sur-veys divided small scale production int0 100 

indust r:-y groups of v-1h ich 6 3 cor r-espond to those of the Cen.sus 

of India Nanufacture (OH) ~ units within these industr-y ':!TOuPs 

were broken do,,n into 4 classes dep~nding on emPloyment 0ize 

and use of pc:Her:-. Thus the fir-st btlO classes are concerned 

v1ith pa,Jer:- using units employing, r-espectively, less than 10 

vror:-ker:-s (family and wage ·v-ror:-ker:-s c;ombined), and 10 or mor-e· 

~,ror:-1~ers (thus cL3.sses 1 and 2). Classes 3 and 4 are concerned 

with manually ouerated units with a correspon--3ing division by 

employment size. 

Of the 100 industrv groups, data have been analvsed in · 

some detail for 63. Industr-y r:rroups i•Th:Lch had a fr:-eat1Pncv 

of less than 21 units (as estimated by the surveys) in the 
j 

district concerned 1,1ere not examinen. individually. A. further 

4 industries ~.,rer-:: found bv us to occur only in the Calcutta 

Industrial Area, and have been excluded by us. 

1. r::overnment of Pest Ben':pl, Sta·te Statistical :Sureau, 
Sc~i£.~yev._ <2.LS.!0_al.J. ... )~!1..9.:d.!?J.:.0-~s 1_ 1 ~54. ( A.l i_·;orn, 
1g57). Reports on the districts of Murshidabad, 
,Jalpaigur:-i, Hidnapore, 24 Parganas, Birbhum, 
Bur i.oJ an and HrJ,r r ah vr ere analysed. 
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The 011 classificati0n used by the Su~vev RAports ~iv~s 

misle~dinq injic~tions of th~ size and the technoloGY in us~. 

For instance, in<lustrv q~oun 21 is termed "General en'1ine<?r·-

in'1 and elect~ical ~nqine~rin1 (excluding gen~r~tion ~nd 

tr:-ansfo~rH.tion o+ ~1 ~ctric~l ~n2rfJY) ", but the averaqP size 

of a unit is 2. 3'1 nersons, t'"Ie industr'r uses 66 oqr c~nt of 

family lab0u~, and tht~ ::tver:-aqe valw=~ of the assqts of a ud.t 

is correspondinqlv small. To avoid confu~ion arisinq from 

the inapp~opriate te~minol0'1V used b-1 the survey renor:-ts, ••re 

will use th: code numbers whic~ h'3.ve been adopted bv the 

reports. 

1Ul units in 31) industry groups fell within thP most 

common class of m'lnual units <:=!mPloyinq less than 10 Forl<ers 

(class 3); a furth~~ 11 indust~ies ~ad units distributed 

betHeen cl.=:tss:s 3 and 4 (i.e. manu3lly operated). ThPre nerp 

thus only 12 iniustr ies v1her:-e paver:- "l:i ?S used, <1nd thc::se 1·JGre 

dominatca bv units empl~yinq l~ss th3n 10 wor:-ker:-s. ~he srall 

size of units in nAar:-lv all industries is hiqhli'lh"ted by the 

follo:.v inq t 'ible. 

Table IV. q 

Aver:- aqe number of 
tvor:-ker:-s in units 

1. 00 - 1.99 

2.00 - 2.99 

3.00 - 3.99 

4.00 - 1nd above 

Number:- of 
Industr:-ies 

19 

29 

6 

5 

- - - - - - - - - - - - - - - - - - - -
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Only 3 in::lustl:'y ql:'oups, soap <10), bl:'icks (35), and 

Jute pressinq (54) employed an ave !:'age of more than 5 "'' orker s 

and could provisionally, in the absAnce of data on family 

labour,.be said to bP. c::~.pitalist according to our criterion. 

Industrv qr-oups 2'1 B (steel tr:-un1-::s) and 45 ( paintinq) , 8mPloved 

mor-e than 4 ,,,or:-l<:ers on the -3.VAr:-age and may be said pr-ovisionally, 

.again, to have t:'eached the tr-ansition point fr-om "familv to 

capitalist coopet:'-3.tion". 

Anothel:' method of examining the gr:-a.Jth of capitalist for-ms 

of pr-oduction is thr:-ouqh the ql:"Oi·'' th in the use of "'' aqr:; labour-. 

Her-e the pr-opor-tion of family laboul:' to total labour may be 

taken as an index of the development of w aqe 1 abour. The ta'bl e 

bela,, sha.v s the distribution of the 59 inoustr:-v qr:-oups in this 

r-espect. 

% of family labour- Number- of Industr-ies 

100 6 

9'1.9 - 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 - 0 .6 

- - - - - - - - - - - - - - - - - - - - - - - -
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The six industriPs ~·rhere there is less than ')()c~ o-F 

f~milv l~bour includ: the 5 ~roups m2ntioned in tP.rms of 

thP.ir comp~ratively l~rjR size; and industry qroup 46 

( "wehbin'1, n~rrav f"'l.brics, embroidery and 1 i.CP. manufacturinq-, 

sh.~J 1 reoai ring") ·1:1h2re the avo rage size of l<"lbour for co oer 

unit is 3.46. In f1.ct this is also the highest fiqurP for 

the \rork forco ==tftRr the S previously mentioned r:rroups, P.XCeflt 

for industry '}roup 53 r. (Silk weaving) wher"' an ~v~raq"" sizr; 

of 3.82 persons p~r unit is combined Hi th a hiqh Fir:rure for 

family labour o-F 8'1.1%. The tP-chni_cal procRsses in this 

industry ~re prob~bly su~h th~t family labour c~~ be usPi for 

the prep~ratory '-''Ork. 

Our results so f:3_r h==tve shovn th==tt industrir;s vJith units 

of compar==ttivelv large size are accompanied by hiqh orooortions 

of hired labour. '1'h2re is also 2vid.ence in the survev ;:eports 

that the numb2r of family members "not seekinq err.plovm"'nt" 

appears to rnm~in rou'1hlv the same irresPective of the size 

of the unit. Hired l==tbour is th:refore used to inc-:n~asn the 

size of the l~b0ur fore~ -- cl2arl y a ca;:Ji t.~list practic,.._, -

and not met:';lv to substitute for family laoour used in other 

occupations. 

Al thouqh our results h"l.v~ shovn the definite qro:v th o-F 

caPitalist r2lations, r11ost of the units use family labour ~n-:1 

m~v ther~fore be tel:'med 11 h0us·3hold" units. It is va.lu"l.ble -For· 

this r.::;ason th==tt the surv "!.YS conceive of thr'! Pconomic oppration 

of the hous0.holis "l.S entities, and provide d~ta on the 2xtent 

of income from ~qt:'iculture, trade, Pt:'o-~=essions anci other 

occup~tions, ~n.J. from une.==trned sout:"ces. 
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Ag!:'icultur:P., as miqht be expected, is thP. other- maior. 

source of income; onlv in 4 industry qr:-o1..ms is this source 

not taPped. 

Table IV o 11 _____ ..,. ____ _ 
.... - - - .-

% of income from 
Aqricul ture 

Nil 

10.0- 19.9 

40.0 - 100.0 

1 
I 
I 
I 
I 

L 

J'Tumber- of 
·Industl:'y Gr:oups 

4 

15 

24 

11 

5 

Trade, on the ether hand, although oceurint;t equal 1_,-

frequently as a soul:'cP. of income, plays a much smallP.r:-_ rolf'! o 

Only in 13 industry qr-oups does it contr-ibute more than 10 

per- cent of f~mily income. 

Table rr. 12 

% of income from 
Tr-ade 

N' 1 
0 l "-

0.1 - 4.9 

5.0 - 909 

10.0 - 19. q 

Above 20.0 

Number of 
Industry Groups 

5 

27 

14 

7 

6 

- -- --- --- -- - ---- -.- -
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,.,hP. units m'ly therefore be SClfe:~/ referred to as "peasant" 

units, for the survevs sho"' th-'lt in aJ.ditjon to income from 

agriculture, thev all CMn some land, ho·1ever nominal t~e si-zr".!. 

"'hat +:he income of the bulk of the households is l~ss thi3n 

r~quired and th"lt they are far from weal thy is shO·Jn hv the 

pres~nce of .:.'!. conS'J~ption lo=J.n component in the incamo of 'lousP-

holls in most indust::i••s. House"':olds in 6 industrv qrouPs ?..rP 

free from the bonds of '1 sur:-y ~ in other cas0s consumpti.o:-1 lo1ns 

accounts for, bv and l '1rq~, be tween 3 ar.d 10% of curr~n: "incono ., • 

ct,; Of II income II aCCOUnted 
fOI:" b1 consuml;)tion lo1ns 

I - - - -
I 

' I 
I 
I 
I 

!>umber of 
Industries 

- - - - - - J.. 

Nil 6 

lR 

5.0 - 9.0 26 

Above 10.0 q 

The incom~s of the households (from all sources) :::~11 

into S ranqos denr:>ndin!J on th!== associatej industrv ...,-rouo 

as folla·' s ~ 



- - - - - - - - - - - - -
Income t:'anq8 of Number of 
households as·sociated 
(rs. pel:' annum) Industries 

480 - 750 12 

850 - 1250 19 

1500 - 2100 20 

liliove 7000 3 

IV.3(iii) Charactel:'istics of Households as Entities 

The ovecall income of households Pl:'ovid~s the third 

val:'iable in a three ~rrav ch"'ll:'acter-isation of the househo:l_d.s 

pl:'esehted in the ch'll:' t (Chart IV .1). The othel:' 'brro vn.riables 

are the percentaqe of income fl:'om industrial "'lctivities, and 

the Pl:'OPOI:'tion of familv laboul:' in the industrv. In the 

industl:'y r:rroup whel:'P more than one class of unit exists. we 

have taken only class 3 units (i.e. manually operatedwith 

less than 10 ~.,7orkel:'s) • 

Each cPll (percentage of income from industl:'V x 'l?ercen-

tage of family laboud contains firstly the industrv co-'le and 

the total hous2holrl income of the associated families in 

brad:::ets. The cha!:'t bl:' ings toqethel:' infot:'mation v.rhich has 

been discussed separately in earlier pages, b1Jt also alla,.rs 

fl:'esh conclusions to be dl:':::ll'rn. 
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% of 
f an'i l y 
labO'..lr 100-76 75-51 
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S:~~~! __ T:L.:.l 

- - - - - - - - - -
i ncomF: from ~ngu~t~y __ 

50-26 25-0 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

100-90 31( 2918) 47( 1766) 63G( 852) 44(671) 5 3D( 1007) 6 3P ( 67 4) 63T.'(1670) 630(796~) 48 ( 644) 6~K ( 870) 

43( 1675) 14\('11'1) 18 ( 1066) 41A(64ry) 16A( 1.197) S3A( lff\7) 

8(1056) 19 ( 594) 2.1( 16t18) 

63H( 1202) 40\( 592) 

63 ( 657) 

6 3 ... ; ( 7161 

2A( ?9 6) 

52 ( 667) 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

90-80 200(15G2) 2CJA(1176) 6 3r1 ( 1148) 40( 1642) S(ll3S) 

53C( 1213) 

30 ( 1070) 

4<) (997) 

-1-1 (1103) 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
80-70 63.\( 1697) 63J( 11G9) 63")(2073) 1(1114) 63T( 1567) 

3'\( lfi46) 2~?(1831)533(1127) so ( 16 34) 

- -· - - - - - - - - - - - - ·- - - - - - - - - - - - - - - - - - - - - - - - . - - - - - - - - - - - -
contd •.• 



%of 
mily 
~bour 

- - - - - - - - - -
100-76 75-51. 
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- - - - - - - - - - - - - - - - - -
% of income fr:'om in1ustr:'y 

50-26 
- - - - - - - - - - - - - - -- - - - - -

0-41 

0-0 

42(121799) 43A.(1588) 22(1232) 

46 ( 1672) 

10(~'225) 

29 ( 1654) 

29B ( 302 3) 

35 ( 3265) 

63R( 1799) 

63H(1931) 

3 ( 1877) 

6 ( 1624) 

54(13698) 45(3210) 

25-0 

11( 1946) 

'· 
- -. - ""':"', 

- - - - - - - - - - - - - - - - - - - - - - - - - ~ - - - - - - - - - - - - - - ~ - - - - - - -



162 

Firstly, we can se~ the all 12 industry groups in the 

incone rang~ "c;.480-750 nal<.e use of ovPr 9()0(. family labour 

(see raN 1 of the ch~rt}. Of these 12, ~ obtain between a 

quarter and a half of their income fron industry. The other 

gRneral conclusion is that at the other end of the income 

scale, 5 of the 8 industry groups with incomes abovR Po:;. 2goo 

use less than 40% of fal"'\ilv labour, and 5 also obtain more 

than 50% of their incom: from industrv. This trend is con

-Firmed in a gRneral v1av by the increasing frequency found in 

cells from top riqht to bottom left combinedwith increasin0 

incomes. Thus hi~her household incomes aPPear to be linked 

to a qreater dependenc~ on industry as a sourc~ of incOme, 

and qreater relianc~ on v.Ta']e labour within the industry. 'This 

shows a clear capitalist tendencv; for greater reliancP on 

industry for income combined v7 ith greater use of -v: aqe labour 

to achieve hi~her total incomes implies that family m~nbers 

who in households in other industries may be enqaqRd in other 

occupations ar: in these industries merely supervisinq; at 

best; for it is unlikely that family members would work in 

occupations providin~ a comparatively small proportion of the 

total income (i.e. non-industri~l), rather than participating, 

whether actively or passi vel v, in the "leading activi tv". 

There are, of course, exceptions to this pattern of which 

industries 63 0 (Sports Goods) and 11 (Tanning) are the most 

obvious. In the first C"lSe a vPry high incOme of Pc;. 7g64 is 

earned with less than half contributed through industry; in 

which over goo~ family labour is used -- th~s some other 
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activitv is clearly l1ighlv developed: in the second case 

an income of r-;. 1 q64 is earned "' i th less th.:ID a 0uartP r: fr:nfT' 

industry, using 51Sc~ of family labour:. It appears th~t income 

sour:c~s in this case are hir:rhly divecsifieJ. 

In fact in these:> b·7 0 c.:~.ses-tr:ade accounts for 44% and 

31cJ. of the; tot=J.l income, both of nhich are amonrrst the hiqh

est figur:~s from this source:. 1n the former: case the h iqh 

fiqur:e for: trade is pr:ob=J.blv due to the fact that sports· 

'JOOds are unlik;:elv to be in much demand in the rural ar-eas 

and distribution of the product to urban areas· is pr-obablv 

combined ~,rith manufac:ture (it may be mentioned here thai: 

only 2 units, both in rural HQ.·'rah District 1-rer:-e fOund bv 

the survey). In the second case social sanctions aqainst 

"chamar-'' Fork may have led to leather' dealers emplovina 

hi red labour' F'OJ:' cur-inq. 

~J·e end the discussion of the nature of small scal=

production as a whole by ·']ivinq below the distl:'ihutir:m. of 

assP.ts in the industries. TJnfor:tunately the sur:vevs do not 

provide details of non industrial assr~ts, and this is a 

serious Jistor:tion vJhen in"lustry is a primar-y source of 

income (in teJ:'mS Of contJ:'ibutin•l 50°-'. and above) onlv i7' "'::h=> 

case of 31 industries. In ad'iition no br:eakda,rn of industrial 

assets bv the 4 classes is available. 'i!·l e have therefor~=> oj_ven 

details for: those 47 industr:ies 1i?hich are pntil:'ely ro<'l.m,;::tllv 

operated (classes 3 and 4). 
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Tabl~ IV .1t:. 

- - - - - - - - - - - -x- - - - - - - - - - - -
''alue of .::tssets ( l'c;. ) X rrumber of Industries 

--- - - - - - - - - - -X- - - - - - - - - - - -
Unto 100 7 

101 - 200 7 

?.01 - 500 10 

501 - 1000 11 

1001 - 5000 8 

>\bow~ 5001 4 

- - - - - - - - - - - - - - - - - - - - - -

The Bur~au of "Sconomics and Statistics of the GovP.rn"""'lent 

of Bombav, l.::1ter to become the r;overnment of l1aharas'htrc._. 

had und2r-ta~~en "1. ser-ies of su rvevs of various industries 

in the non factorv s~ctor in the middle 1950s. 
1 

Centr-es 

v.;here production of the i tern Dredominated wer-e sel~cted, 

and a C~nsus of un i. ts vr ::~.s con iucted in thesp areas. The 

units chosen are therefore not in any sci~ntific sensP 

representative, nor of course, do the structur-os of the 

in'iustrv necess"l.rily rr~flect thP. all India structure. 

1. "ReDort on the c~nsus of Cotta'1e and Snall Scale 
C~r-~ntrv Industry in Selected Centres of the pre 
reorganised Bomb::~.y State 11

, Quarterlv Bullotin c-f 
Econo~ics and Statistics _(Bombay) I (1958~, 4. 

"Report on the Census of l.r.Teaving Industry in '·1aha
r-ashtra Staten .Quarterly Bulletin of 'Bcono'nics .§nd 
Statistics (I-1ah.:1rashtra I Tlg6Q) 2. 
11 Report on the Census of Selected Industrios in th~ 
Reor1anised 3ombay St:=tte rl I Ouarter ly :Sulle ::in o.c:: 
ES29~ics an1 Statistics (Bombay) III (1q6~), 4. 
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However, ~iv~n the uneven devel0pment of capitalism in 

general, 21nd of ind.ustrii'il development in particular, 

-3.nalysi~ of the structure in a· m"ijor centre like Bombay 

State nrovid?s an indication of the level of·evolution of 

various industries. 

Seven indu.stries v·rece cove['ed in the suXv8vs: Carpentry, 

Silvec ,,.1ork, lhtal (Br-<3.ss, ~oppe[' and Pell metal) ,,!Ot"k, Br-ick 

making, Tile m:t1dnrr, Other Potter-v, and lv~avin~. 7or·t:\::mab::':!lV 

a r-el::J.tively interrr.::J.ted approach has enabled us to pces~nt 

d::=tta on all the in:lust:::y groups in a uniform manne['. '\s the 

structuce of an industrv mav be best evaluated in rel-3.tion 

to th~ structur.:: of others, this is of great.value. 

In Table IV. 16 we rrivt~ a broad picture of the indus ·:'Ly 

qrou-os survt:?yed. For our purposes the distinction mar3e 1-:y 

the survey b?iJ·.Ieen "cotta·]e 11 and "small scale units" is D1..1rely 

formal, ::J.nd this classification is significant onlv in -:-':"l"lt 

it she»r c:: trn.t in all industcv groups except metal work, ·che 

pronortion o~ Sm-3.11 scale units (i.e. units h~vinq OVPJ:" 

rs.6000 ,.rorth of tools and m::J.chi_m~r:y) is loHer: than 1. 5%. 

The metal in'lustrv is also siqnificant in sharing Hith the 

weaving industr-y a t"?l.'3.tively high pr-oportion of units .; '!. 

the Cottag·.:: s3ctor: v7hich use po1er (about 12% each). 

The difference beuveen these b·ro industries is th,3t this 

percentage of })0\.,Jered cottage units in the metaL industrv is 

matched by a rel::l.tively hiqh perc~ntage of small ,_·mits ~6.e1 ) 

while ih the ,,reaving industry, cott-3.ge units account fo _ o-..rpr. 

qg% of the total. 
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'T'abl0 TV. 16 

- - - ,. ---- ----- \ \-- ---- -~- - - --
I 

n b : r:ottc=tqe a,: Small with : ..:1.:1! I 'Tot:::!l .. urn ~r 1 ------,-------,-------r------, 
(b' (c) of I vri th I tJo IPo-.rer I l'o I 

Industry 1 ' I I I • 
Hnits I peN ~ r : i? ONe r I ! Pa·Jer I 

-

io 

') 
<...o 

" .). 

4. 

5. 

6. 

7. 

-

l • • I 
I • of I cl I ('!(.._ • e' ol • I I I I ,.-

- - .! I .!. - -·- '-- - - - - - - - - -
Carrnntr:v 8128 3.5 '1').3 1.1 0.1 1()0 

'3il ver f)qqs 1. ("1 q7.7 0.4 100 

Met-:tl (Br3SS, 204~ 12.3 81.2 6.6 100 
Copper, '3Rll) 

Brick 2651 '1g.7 0.3 100 

Tile q31 gs.7 1.3 1fl0 

Other Pott:! r:'T 2q42 ')g_g 0.1 F'O 

'
7 cc=tvin'J 32~50 12.R 86.7 0.5 0.1 1.:"';1 

- - - - - - - - - - - - - - - - - - - -

Notes: (a) Cottage units "lr:f3 t]1ose F i th repl.qcomcn+.:. 
value of tools and machinerv less tha~ 
~.6000; in the c.qrpentrv industry v"llua
tion is at "cost 11 price • 

...11.!! (h) Carpenter indus try ,., as surveyed in 1q55 
in Bomb'lV St"lte: Silver, !-1eta1_, Bric'k:, 
Til~ and oth2r pott~rv industries in th~ 
rf30t:'13.nised Bombay State during 1qS7-58; 
and the t 7eavinq industry in Maharashtra 
durinrr 1qS7-SR. 

(c) In th<? Carpentrv industry, units ~-~ ith 
betl·re~n r~.6000 .::~.n-:1 r~.30000 invested if' 
tools and machinery w~r~ classified as 
small sc.ql<?; in Silver, Metal, Rrick, 
tile, oth~r oott~rv and vJeaving indust·-i2f>, 
units with inv-=-stment over P-;.6000 wer~ 
tr"'-:l.ted as srnr:tll SC'll"3. In the v'eavin::; 
industry reqist9red factories \-ler9 exclu-iPd. 
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Table IV. 17 

srJ:'RUCTURE OF COTTl-I.GE UNITS-1 

- - - - - - ("" - - - r - - - - - - - - - - - - - - - - - - - - - - -
t I 
t Numb2t:' I Pt:'OPOt:'tion of Units opcratin'1 Coopere3.tive I I 
t of I 
I r- -~- -- - ,.. - - -·- - - - r - - - .- - - -

Industrv t Units I In de;- I Ind-1 I Ha'le I 
l'~EJ.S te t:' .I ~f.f=iL Not I I I t I I 

I I pen I l-·Tage I baBis: Dasis I I Af-Fil_. I I I I ' I : dently I basis I 
I • I I - - - - - - I_ - - ·- !... - !. - - I - - -- - -

C:.3cpentry 8031 3.8 Clh.1 

Silvet:' 6969 27.9 19.3 42.7 10.1 3.2 9P.8 

I'1etal 1912 28.7 14.4 45.8 13.0 5.8 9-1..2 

Bt:'ick 2644 q 3. 2 2.4 3.6 0.8 • 0 3 on.7 

Tile 019 97.9 1.5 1.4 0.3 99. 7 

Pottexv 2938 97.6 1.9 o .. s 2.9 07.1 

v·I'eavinq 4116 99. 1 0 0 g_ - 55.5 Ll4.5 
(PoJe r:-) 

(\;!'i thou t 27g53 99.5 0.3 51.3 
Pa,rer) 

Notes: (a) 0;. ?% of non PO·'ered wea,ring units art:: 
coopet:'atives. 

(b) Distrib1.1tion of units CJ.ffiliated to 
coopet:'i'ltives in the 1·1eaving industr:-v 
includes srrnll scale units as definen in 
:Note (c) to rrable TV.16. 

Table IV.17 disPlavs the stt:'uctural characteristics of 

48.7 

the industr-ies and is confined to the cottage sector-. In the 

br-ick, tile and other pottr~r-y industr-ies, small commoclitv 

pro.iuction Pt:'edomin"ltes (over ClO%, of the units in each case 

3 r-e "ind:~pendent 11 as defined by th''? sur-veys) 

-
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may well b.~ of 'l form.3.l n"l.turr:, for th2 lo/l p~rc0ntage of 
• 

units Hhich a!:";; affili3.te 1 to cooDerativ.:;s (the bric"k. industrv 

is the b2st off in this r:spr::ct, 10% of the; units bPino 

affiliat~:l) imDli~s that marl.cetin--:r, if not ra.~' tnat~l:"ial 

suoplv, is in th8 h.l.nds o-f:' r·~pr:scnt::ttivr:s of mc~rch=mt caPital. 

In fact, it is not clP'lr fr~ thr: contr::xt of the tPPOI:"ts 

I£ it r ~f:}I:'S to th13 for:-m8r, th·==m in th~ abs::;ncr::> of "m-3s t:-::-r" 

lc~tin--r in th~S(! thr-·~-: industri~s, the hold of mer-ch'lnt c~Pit=tl 

ov·~r pr:-orluction i·TOUli be! P<~rvqsive. In th::; ffi(~tRl inilustries, 

somc:o forr:1 of c.::J.Di t'll ist production is more coMmon: for in 

both the silv•:r 3.nl th'" aoth2r m·~t=J.l 11 industries, housrholds 

opPratinq v'holly on :;. '·'ar:p, or l. combin:1tion of "~:'aq' and 

ind~p:mhnt b.qsis, ·l.CCount for- 6~', of the units. If He =tdd 

to this th~ 10"~ or so of 'Il3.StPr units, we find th:J.t 7~1 o-F 

the si 1 v_;r "l.nd "other m:~ta.l 11 units forr.1 part of a str-ucture 

of capi_talist si'llplr; cooperrttion in th2se industri~s, th·: 

r em::1in inr:r 30C~ indeprmd'}nt units prob::1bl y undertA.'cin'1 iob H or'k 

£or th~ 'Il3.Ster units, 0r s'llinq throuqh them. 

The i'eavin'} industry is unique in that both in th·~ 

handloor.1 and pa-rer 10om in 'lustr i ~s, -:~.s m::J.ny '3.S c; n"' of th2 

units ar: affili::J.ted to cooperatives. In fact 0.2% of the 

handloom units, or 56 uni·ts, nr ~ cooperative -production un; ts. 

The re~son for the hir:rh d~'11:'ee of affili-:~.tion to cc•oP~r.::l.tive 

or:gan isation is th ~t y::J.rn supp li2s to the handloom and p:;,..Te rloo[1l. 

sector h::J.d been ch~nn.~ll "::1 through coopr~rativ::-s, .::l.nd this rrt.::l.V 
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also account for the domination of units operatinq on a 

cornbination of "v'aqes and independentlyn for this cilteqorv 

' Hould best descr-ibe th2 situation of the vl eave rs. 

~e able IV. 18 

.STl:{UCl'UR~ OF COTTAGE· UlJITS-2 ------- -----~--

- - - - - - - - - - - - I - - - - - - - - - - - - - - - - - -
I 

Humber I C!/ of C/ of Distribution of esta-I ,o ·" 
of I House- Hired blishments by .size Industry I 

TT'orker:- s: hold j'Torker:- s of i·T or:-1: for-ce 
t-r·or:-ker:-s - - -,- - -I - - -· -

1-3 I 3-5.: 5 ancl I 
I abo'7<?. I 
I - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Car:-pentt:'y 12613 80.7 1 ') 0 3 89o4 4o7 1.7 'Sst. 

Silver- p 476 52.9 47 0 1 

T·TD 12593 80.5 1g. 5 '~87 0 8 6.3 3"4 Bst. ,, ~ 
'71. 0 14o0 15.0 Trlor 1<:e r:- s 

He tal p 1528 28.9 71.1 ~27.0 18. () 50.0 Est. 
8.0 12.0 7 () 0 0 Porker-s 

v.JP 4592 59.3 40.7 {68.0 14.3 11.6 Est. 
41.7 22o2 34o8 Por-kers 

Brick 14151 49.7 50.3 

'l' iles 2713 89.2 10.8 

PotteJ::'y 687CJ 96.3 3.7 

1i'l'eavin'1 p 13028 57.8 42.2 

HP 100523 7 4. 4 25.6 ~48.5 20.4 1;, 6 R. st. 
30.0 24.0 46o1 Tr..! or-·!<:p r £ 

- - - -- - - - - - - - - - - - - - - - - - - - - -
{a) In the car-pentry industr-y, 

are 1-3, 1-6 and nbove 6. 
• ar-e closed. 

employment r:-~n0es 
4.2%. of the unj_ts 

(b) In the Silver, Metal and \'7eaving incu:::.~cies 
(non po:r1er sector-s) 2.5%, 6.2% and 11.'So/. o-~ 
the units ar-e closed. 

(c) Bst. r-efers to establishments. P ref~rs to 
pavered units, \vhile HP r-efP.rs to manual units. 
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'Table IV.18 presents d~t"l on the st:::-uc~ure -~=rom th~ 

point o~ viso.v of -=<lmily and '' aq": labour, anc the size of 

the ~stabliSh'Tients. rpakinj th~ ratio Of faMily to w.,_r;p~ 

labour as an index of the lP.vel of c~pitalist developm~nt 

o:t: the industrv as a t-rhole, we f"i.nd that ~normous siqn i

ficance must be attached to whether t~~ unit USPS pcwer or not. 

For thP. 3 industry 9roups for which t~is bre'!~da,·n is "!vail

able, silv~r:, metal, and W~-'3.Vin'J, vle find the follc:Ming. Ir< 

both the silver and met3.l industries, the pornortion o-~: 

household vorkers fall by 30~-~ \lhen WP. move to the pcwP.rc.d 

sr:ctor. In the \•Te"lving industry the fall is .=ibnut 17<;<. :t 

is likely that this fall is due to a greater \•'eiqhtarre o": 

larqer units in tP.rms of employmP.nt, and this is confirrred 

by the f-'3.ct th~t in th~ pa·rer:ed m=t31 industr-y, units ennlovin'1 

over 5 uorker'; 3.ccount :for: 50% of the units, and 7 OCl- of ;:he 

r,.;orkers. Unfortun':!.tely equi,r.qle-,-'- da~-'- ::tt:c ~ ._,~ ,-,v--:!.!.1--::::.J ~ --:or 

the other iniu.-,tri'""s v.rhich usR pa-7P.t". 'i'he only other Point 

o~ siqnific-'3.ncr> is the very 1"'iqh ratio of hi r~d labour:- in 

the bricK indnstrv, in fact the s~con-1 hirrh2st after t:t':! oar<=:rP.-i 

metal iniustrv. '~s ''P. havR no fiqures for the distribution 

of units bv si<;P. ran'Jr; of P.mryloyment, it is difficult to 

explain this result. Hc:wever the bricK industrv is cl~~rlv 

3. very large P.mplovm~nt qenerator. 

Finally, in 'Table rv.lq, \•re qive the structur:-~ of thP. 

industries in tPrM~ of the V3.1Ue of the implements of oro

duction. Sxcept for th~ met1.l industr-y, over: 70'"~ of the 

units 0r1n im1_?lem2nts of value less than ~"':.?00, and a n"'.0lirrible 
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proportion of more th.:m rs. 500. Ho.tJever, differentiation is 

cleacly sha-m by the l:::trg~ divergence beb:J'een these orooor-

tiDns, and the proportions of the total value awned by ~ach 

group. In the c-=trpen try industry 2. 5% of the units in the 

r:-ange rs.lOOl-6000, aATn over 50% by vr:tlue, i· 7 hile in the til?. 

industrv, 0.2% of the units o:,rn lW.(, or- 90 times their- pro

'portion. in number:-s. Not much more can be said about the 

·table except that th~ distribution of units in the metal 

industrv is r:-el'ltivelv unifor-m over t.he sij:'>e rang~. 
1,.-

Po1 ever 

~his mav merelv be due to the fact that data. for- three 

proce~sr~s (copper, brass and b2ll metal wor}::) are si1bsumed 

und?r this heading, for:- vle do not find an eq1..1ivalent distri

' bu.tion in terms of th·:! number of per sons employed. 

IV. 5 Conclusions -----------------
The industries that h:::tve been discussed in this chn.oter 

appear to be different in certain important respects to those in 

tely before attempting some general conclusions. 

The system of production usin'J family labour is a kev 

char:=tcteris·tic of the units, or rath"'r households, in these 

-
industries, and this is indicC~.tive of their lov7 level of 

economic development. TJe have cas,~s where commodity produc-

tion is no't uniw~rsal, such as in some of the villaqe· cr-aft 

industries, and even cases of domestic or own use production. 
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Table TV.19 -----------
S':'RUCTU"<.~ C? COTTAGE ~2E~~=l --------- -------

-; - - - - - - - - - - - - - - - - - - - - - - r 
I I 

• I 

• Distribution of Units by vr1.lue of: tools (P~.) : I . X Industry 

Car-:::>en try (a) 

(b) 

)ilve r (a) 

(b) 

Het-'11 ("3.) 

3ricl<s 

Tiles 

Pott,~r.y 

Veavin:J 

(b) 

( "3.) 

(b) 

(a) 

{b) 

(a) 

(b) 

( .'1) 

(b) 

I 
I 0 • • I 

.!. - - -

2.q 

i.O 

0.1 

1.7 

X X 1-100 X l 
X I - - - -

::)2.R 

36. 3 

45.0 

12.8 

17. 3 

2.3 

69.1 

22.6 

92.0 

58.0 

93.1 

74.5 

36. 1 

(.'l) Perc~nt~qe of unics 

X 101- I 
::200 I 
- - -

30.1') 

20.3 

15. 3 

5.6 

18. g 

18.1 

6.3 

14.4 

3.7 

7.1 

37.2 

(b) Perc~nt~qe of v~lue of tools. 

r 11'01-201- X 500- I 61'('10 500 l 1000 X - - -

3.8 0.'1 2.5 

().5 3.4 53.8 

13.1 4.8 3.7 

18.4 16.C 32.6 

35 • .1 ?2.r 7.('1 

29.1 37.1 26.q 

6.q ?.1 2.2 

14.2 '1.') 3.f) 

0.9 n.4 r.2 

4.0 5.1 1°.3 

1.0 0.4 0.1 

7.0 6.6 4.2 

22.<) 3.4 0.4 

Not~-: Results for the He.'lvinq industry 'ire confine~ 
to the \ur.'lD"Jilb:ld and llagpu.r- Revenue Divisions 
of !1ah~r~shtra. · 

• - !. 

R031 

144F.4r·c 

6035 

13S45?'5 

16 <1 

6Rsrnr 

7644 

9?7 

5480(' 

70 38 

12301'C 
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Commodity production t':lkes place, apparently, ,,rith indivicrual 

\'Ot"k2rs Horking in their cwn homes and selling their wares 

to either a dealer or master craftsmen ·1:7ho is often the 

actual controller of production. The controller of production 

alsov-rorks from his a·rn home, \vhich m.::1.y bs a major reason 

IIhv "cottCJ.qe and vill.':l·'le" industry is often set out as CJ.n 

undifferentiated str1tum of indepencfent producers as opposed 

to large sc.::1.le mech.::J.nised industry. 

Ha,rever, in these industries, large merch'3.nt capital 

does not CJ.PPe.::J.r to be involved, and ,,rhere the dealer does 

medi :3.te beb,reen the pronuce r and the market, th:::? markets in 
~ 

question appear to be the local village markets or the inter 

village m':lrkc~ts at the outside. The second distin'}uishinq 

feature of these industries, linked to their low level of 

dev~lopment, and the corresponding lo.>J incomes th"l.t thev 

provide, is the presence of usury capital as an additional 

controllinq an~ structural factor. 

Ho.·.Jever, the third feature of these industries iS the 

isolated development of capi t1liSt m.:::tnufacture (hand produc-

tion vl i th division of labour:) where the capitalist is himsalf 

an individual ,,rho has t:'isen ft:'om the ranks of the direct 

producers. In other Hor-:is, v1e h'3.ve here the evolution of 

"peasant" cnPitalist industri'3.lists, in addition to the more 

frequently found casr:;s of cCJ.pi tal ist organisation ,,r i th the 

producer subordin"l.ted to merchant capital. 
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On t'-1~~ b1.sis of= thr~ descriTJtion and cm"l.l-·rsis of th2 
. 

lnst tl-Jo chqnt~rs nr~ find, ther:;for-e, th~t the n-qture of 

the production rel~tions in sm'111 sc~lG units ir ths p2riod 

pred;;1t<::>s inri'ns':::ri1.l c1Pit1.lisr:;. Th~ structure is th"tt of 

L~.LCJ'"'! m =rch"tnt c.qDi t -q l contr0llinq th2 distribution o~ thP. 

oroducts of sn=ci~ic industries c1.tering to ~n ~11 Indi~, 

merch1.nt c~pit~l controllin~ production in the urb1.n q:e1.s 

~nd nctinq ..,_s f'=;d-.=rs to the 1 '1rg~r distribution nen.,or-'<. 

In the rur""ll 1.r~qs, on the oth2r h.qnd, we h""lVF' t·surer c-:':lit.ql 

domin,.tinq t'h~ rur::J.l oroducr~r, ~nd isol"ttod cqs-·s of c"l.::r:_t"llist 

Vs "'lr~ new in '1 position to un-:!erst'l.nd the probler:-ts 

inhcr!"!Dt in thr: Second Five Y~ar Pl;:m str=-1t;gv, of dePe"~di.ng 

on the "cott~qe qnj vill 'l'J·~ ::J.nd 3mqll sc:1l2 indus triPs~'- for 

incre::J.sin'l th ~ supoly of bqsic H 1.-je goo--s supposedly m.:nuf=tc-

but b8fore w2 do this, it is nec-2ssqry for us to und"'!rst?..nd 

the r~1sons fnr the prominenc; thl.t this 1:nrticul=1r str:=ttu'"'"l 

of pr:oducr:rs h qd -=tchiev-, -J. IJ c pr::-oceed to do this in Chnnter ~; 

which follo·· s. 



CHAPTSR V 

ON. THE RO~·:.,s OF THE: SNl!.LL INDUSTP.IES POLICY AS .~ 

COHPON~NT OF THE: INDI/1\N DEVELOPI'-1ENT PROCESS --------- ------ ----------- -------

A. IDBOLOGIES OF DSVELOPl'1E'1:·JT 

'l. 1 IntL"oduction 

FoL" a policv for the encouragement of Small Scale Units 

t:o be effective, it m~J.st be integL' ated with a co he u~nt plan 

of national economic development, so that the logic of that 

development does not in itself lead to the displacement of 

such units. In a caPi'-:.alist economy, in paL"ticular, the 

development of small ~nits implies two processes~ the c~eation 

·of a stratum of small capitalists, and of individual caDitalis~ 

,er_·~,~;_-·;,cis~o::;. These pL"ocesses cannot be sustained in the normal 

couL"se of events, fot:' the processes of concentration 2.nd cen-

· tralisation of capital lead, as i•7e have seen, to the absoL"P-:.:ion 

of the smaller capitalist by the larger. 

The plan of economic development pr-esupposes the e::is'.:r-mcP. 

of an overall coordinating authority in the form of a State, 

'-'Thich takes an appreciably greater part in directing econoiTlic 

activity, than would be ::equired for an economy not subjec·:: to 

any direction bevond the continuity inherent in annual 'Judr.rot 

formulation exercisAs. The coordinating role \•1 ould. include 

direct intervention through public investment, in addition to 

the more trajitional fiscal and financial measur-es. 
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In ot~e(' 'l.vords, formul "'ltion and imDl"'m~ntrl.tion of ,_ 

S'11"1ll indu-:;tcic~s polic'r, h3cqus~ 0f its r:8quireM"'nt o·F an 

extend?d r:-0 l2 for th""' State, d ~o~no.s on th-2 r:Psol ,Jtion of 

th•> mor. ~ 0-=;n "I:" "il probl :'11 of th.! n1tur:-; of public ~'>COnornic 

of "l s!Tl:'l.ll ind1..1.stri >S policy li~s th.~ r-erruin~rnent f"or rJ. 

p0litic~l cons~~sus bv ~11 strqt~ of society on th~ pf"f"~ctivn 

sph~r~ of influ~nc: o~ th2 St~te. 1 

1. It is cl'"'"lr, of cour-se, th~t in :1 cl3.ss socir:ty, 
such -,. cons:ns~s c~n only be 3. formalon~. In 
f~ct it is pr~cis2lv one of th~ purposes of" the 
St~te to dev"'l0P ~nd sustain th~ illusion th"lt 
the cons':!nsus qrr:i ved "'l.t h~s been achir>v~d thr:ot:'t:rh 
the democr'iti<e proc2ss =tnd thc "fl:"e': Pl~v of id~""'lS 11 • 
Th~ fact th'l.t th,; domin"l.nt id-=:r:ts of,_ soci"tv ar..., 
th~ id~=ts of" the dorninqnt classes, is hidd~n ~ff::.c
tiv~lv by f'l';=inS of :;nsur:-inq the ~olitic1l r:el)r~"'>n
t~tion of th 3Se domin3.nt class "'S by r:el~t iv0l v r·:o
pcr:ty lP.ss o:;rsons. There "l.re m=:my exr.1mPles o:r 
the cle1r ·1: • ~xenr.:ss of th 2 Indian C.::J.Pi tali st cl "l.SS 
of th: i•nport,_nc8 of disquising their O•'n cl<;"3S 
vi~'ooint, :ith~r hy su?qesting th"lt othsrs voic~ 
such viewDoints, or- bv ~ttemnting to shav th "'t t'1 is 
vi<:!!•'Point VJ.::J.S 3. univGrsql one. S2~ the articl,.., '-:::r.[ 
Bip3.n Ch3.ndr1~ ",Tp.7.qh1.rlal I;rehru C'lnd the C=tDit~·'.i.st 
Cl1ss, 1Cl36 11

, -~conomic 3.n-l Political ti·o.e'<lv, Y: :::.Q7C)), 
33, 34, 35, pp. 1307-1124, and Mity.q 1\~ukh~ri<:""': 
"Indi"'l.n C~pit"'l.list Cl"'lSS ~nd th8 Public S.,ctor 1.q30-lG47'', 
Scon<2_mic r:tnd Politi~al ll'ee!dv, :~I (1'176), 3, pp. F)7 73 
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For advoc~tes of any approach to the role of small s~~l~ 

production, it is thus essential that a sufficient rolP fo:,-

the State is accepted in such a consensus; for without such 

agreement it is unlikely that such a policy could have'a 

1 place. 

In this ChaptRr, therefore, th~ first of the thr~e 

devoted to a discussion Qn th~ nature of evolution of the 
-' 

~dian Small Industries Pol ic:yr, _1-re 1.-1 ill examin:_:.~ deve__:

lopment of the concepts underlving the proposed relationship 

betlNeen the Ste1te and the Private Industrial Sector .. 

In the folla-r inq Chapter, v1e look both at the :tn-rh,enc<'"' 

of Gandhian ideas regardin'l the role of peasant small pr:-odu--

cers; and at the specific emplovment creating programmes 

introduced by the Brit ish Indian Government for the urban 

educated unemploved, on the develooment of concepts reqa~ding 
' . ' 

"small scale industry" in the pre-independence period. 

Finally, in· Chapter VII, ive dl:'e!.rJ the threads together 

and sho:·r ho;,r the small inriustries policy became an integl:'al 

part of the caPi t~list development strategy as envisaged and 

operationalised in the course of successive Five Year Plans. 

1. The failure of Gandhism to achieve wide POP1Jla!:' ,/ 
acceptance, inspite of the l:'eVel:'.ence ~-.r i th vrhich 
Gandhi himself was held, shooJS b•IO ch:'3.rarctoristics 
of the boul:'qeois st.~te. Fit:"stly, the dominance of 
id.3as and values favoul:'able to large scale capi t'Cllism 
~·'ere never seriously in danger from G<-J.ndhian valuss, 
to the extent that th2se were at all objectivc:>lv anti-
capitalist. Secondly, the Gandhian assumption th3.t 
society could be remoulded on the basis of changes 
in values on a mass scale, and that there l,r?..s no no,..,d 
for a St"lb~ machinery to m'3.ke such changes l,r as itself 
one aspect of the ideologies allowed bv the Stat:e as 

an e<=trnest of its democratic natui:-e. 



17S 

the Priv~t3 Industri~l Sector in th~ post indnp~ndence o~r~0~ 

w~s cl1.ri""'ied. in the cours!3 of evolution of vi~s on the 

proposer'! n-,_r"im';ters d~fininq th~ pl1.nninq proc~SS 1 1.nd thr 

role to b-! qiven to th·.o or:iv'lte sr:~ctor in t-:,~ str~t:~qv of 

d~v~lopm~nt. 

Th-, e~rolution of vi~ s took pl 1.r.e in the cou r:sc of t'1e 

n '3-tion:~.l ist rnov~rn·.:mt, 1.nd i•7 e th3re-fore pr:ooose in this S<:;ctio"l 

in viav s Hhich too~-c nl::tce. 

Th...; n'3.tion-,_list movement Phich brought in~eoend::!nc"" to 

Indi1. in 1~1'7 1 h'li h~0n qro·1inq in str2ngth ov...,r. the pr-..,vious 

30 v<~ =it:' S 1 ess '!nti 1.11 y fror:1 th3 time th1.t Sandhi ~nt,.., r:;d '.:he 

movement. Th~ qr:o·th of this movPm"'nt fr:om its b""'qinn'ir'l's 

in the l1.t' 19th century to the l~te 1940sl could b2 s-'n to 

soci1.l str'1t1., =iS th.~ o'bj,ctiv~s of the n1.tion1.list mo--~'l'l"":'t 

betl·reen th~ir existin·) socio-economic st?..tus and t'i12 cc~oni1.l 

situ1.tion on the one h'1nd, ~nd the on~ortuniti~s th1.t ~n i~d~-

1 
p~ndent Indi-,_ \·7 ould offer on th2 other. 

1. .Z\s 1.n ex-,_rnolel we might cit2 th·~ m1.ss P1rtic:ip'lt:..,, o-= 
the PG'l.s,qntrv in Con0r.~ss s'ssions from 1 ~18 '1t t"<r: 
invit~tion of G,ndhi. G. ldhik1.ri (Ed.) Docurn""nts of 
the historv of' th·~ CPI, Volum·~ 1 (Peonles Puh'lish ~n1 
Hous-: 1 ":nlhi: 1 '171), p. 124. Note 1.lso "... In this 
r'~spect th2 probl2m of un ;mpl 'JymP.nt o+: th"' c:L "1.SS u;-de r 
consider~tion (educ::tted rniddl~ cl~ss) is that of ~he 
q-:n:!r'll econ0mic d~v~lopment of th~ countrv". 'Re_:?.Q.E! 
9f the Gq_ver:nm.=nt of B mg1.l Hnemplovment Enquirv 
Committ:;e,Tcalcutt'l1 1124) 1 P. 21. 
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l\nalysis of th~ links beU.T·een the country's subordin~te 

position, and its povertv, w=ts import:=mt in ch.=tnnPllinq 

individu=tl discontent tG.r=trds n=ttion:tlist feelinq; it ;,.lso 

necessitated th:= converse process of r'=guiring the elaboration 

of th,e me=tsur~s vJhi.ch ~,;ould be taken after ind,:=pr>.ndence had 

been achievr>.d, to rev~rse processes leading to staqnation, 

· and to ini ti:ttc:: processr3s di c=ctr:=d to gre»T th. In this SPnse, 

the notion of dir~cted change W=tS inherent in criticism of 

the existing st=ttr:.:. of ;o.ff."lirs, ·=tlthough the identific=ttion 

of wh"lt the content of both th·3 directing mr:.:chanism, ~nd the 

ch.=tnge mr=::tnt, might differ bet:lt1een factions of ths nationalist 

movement. 

The tHo qroups which ~,1er::; to play th2 predomin.=tnt role 

in det~=rmining the str"ltegy of develonment, =tnd the p.qttern 

of a·rner ship in th~ post independence industr i~l structur-e 

,,rer-= the middle r:l~lss sections within the Indian N=ttional V' 

Coriqress, :=md the Indi"ln Capit=tlists as a cl"lss, individual 

represent'ltiv:-~s of which mi·1ht.h=tve supported Conqress politic1l 

actions on 'ln individual h=tsis, but l·vhose Point of viev-r on 

economic issues rr=mained 'Jistinct from that of the Conqress. 

Hithin the Conqress itself, the middle class sections 

who domin.::l.ted th2 org'lnisatirm numeri<?ally, co1Jld themselves 

be dividr=d into several groups. In the earlier period, the 

domin."lnt group comprised tha moe= prominent of the indivicJuals 

who were na~~ in the profr;:=ssions th"'tt ths demands of: coloni'll 
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th:;s-.:; Hould be in t"b; lP-q"l.l orof;ssions, 3lthouqh ther.~ VJcre 

'llso rrten o-F ind;o~nd?nt IT'e"l.ns who 11"l.d a libcr:"ll ;;duc"l.":.icm, 

'ind s~· th~ Conqt:"~ss CiS "9. v2hiclco for politic~l cc:tr...,2t:"S 

,..,h-;s; indivi 'u "lls ocr::uoi-2d oosi tions q~n =r ~ten b~J th2 

tvp; of l;'J'!l "l.nd poU.tic"ll structur""' suit.qbl; to the 1-:;v,.,l 

of c1.Pi t 1.l iSt d :vr~lopm ~n c in Bwrl "lnd '"'it th ""t time, =m:J 

tr qr sport~n to Indi "1. -qE th :y only 11 roason~ble" structu ::--, for 

1. "civilis~;d" country to h1v-:;. It is Pt:"2ciselv for this 

r:~1son th-"lt th ~ ~"lrlv-, forc-=ful, C1n1.lyses of thz ,::f~l!cts of 

:::.:n·rlish coloni 1.l rule r• :=r ~ b"l.sed on the b:li~f th1.t ch"".DS"'S 

in policy by th2 coloni"l.l rrov~rnm;nt •·'Ould follav 4. r:-r-.~30n4.bl::: 

P.xposi tion of thcs~ eff;cts on th; Indian economy. 
1 

Pc:.: ~v~ (', 

in th~it:" opnosition to th8 ~xistinq Coloni 1.1 polici--.s, ':~1r:>S"' 

movr:m :nt. 

The Russi on Revolution, and thP- possibilities o-': "1. brG"'!.\: 

"from th" cl"lssicql, C'l."Pit:tlist P"lth of economic rl""V~lo:r~""nt, 

ha.lr:v•=r, l:tid the obj:ctivc b:tsis for :1 right win'1 and => l""'ft 

win'} to -,ppe"lr Hithin th~ r1.nl<s of the middle cl4.ss.
2 

In '-:-.his 

1. Th8 most ~rominent of these is R~mesh Dutt, ~he 
Economic t-Hs tor:v of Tn·U J., (RoutlPdg<; N. Knq-=tn ?=iul, 
London: 1g03) "l.nd b"l.·ih1.bh'"li Neioroii, Pov"'rtv 1.nd 
l'n ~~i ti§..~l~-~..D.-.2.Ildi "l (London : 1903) • 

2. '3!=!e, for instelnca, :S.N. Kornor:-ov, "H:~.in 'Tronds i:1 
Indim l'htion:~.l Lib8r3.tion :vJ.ov'""'mP.nt in t-~inr>te=·:-th 
A.nd Ea.r-lv Twentieth C2nturies", I1;rinstre1m (XTJ) 
1<)76, Nos. 33, 34. 
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section,,.,~~ .::tre concern,::d with the via'll's of the left winq 

gL"oup Hhose most forceful exponent \·L1S lJaYJ 0h0r 1 '11 Nehru, 

for it v13s this group th:2t domin.::tted ::1iscussion on economic 

policy until the :J.Chievem,?nt of indep2ndence. 

"l.t the Bomb:J.v m.~ ~ting of th'c~ All Indi-'3. Conqress Committee the 

relationship be tl'' een economic imper i.=tl ism, the~ coloni1l 

holi tic0l sy.stem, =tnd outdated so~io-economic stt"uctut:',~ ~,r .,s 

explicitly recognised. 

In the opinion of this Committee, the gre . .,t povPrtv 
.:J.nd misery of the Indi::tn People at:'e due not onlv to 
for~iqn ~xploit"ltion in Indiet but 0lso the Pconomic 
structvre of soci.etv, ,,rhich the ;qlien rulers suppot:'t 
so. th"lt th~ir exploit'ltion m"l.y continue.1 

Inher'~nt in~ 'ln .::tn"llysis is ':l vie,, th"lt qoes beyond 

Dadhabh':li Naoroji's ::tnd R.C. Dutt's =tn:qlyses. F'or it implied 

th.:J.t poli tic=J.l independence and the oppot:'tuni tir?s for control 

over exch3.ngr~ r.::ttes, t.::triff C3.tes, industri"'tl devr,loPm':nt 

progr3.mmes 3.nd the likP, ,,rould not be sufficient to overcome 

povertv. B"l.sic structur.::tl ch"l.n•J:3S in the socio-economic 

system t-.Jould :J.lso be C3quired. It would alSo follO•J th'1t 

the cl'3.SS of Indi.::tn h:meficiaxies of coloni:'l.lism pould h:=tvP 

to be fought politic"l.llV if .::t clim:J.te for these structuretl 

ch;:lnqes were to be cre"!ted. Th~-~ fight \.vOuld be throu:-:rh mass 

mobilis.:qtion, including th'lt of the poor peas.:qntry ::1nd the 

v.forkinrr cl'1ss, "l.nd for this mobilis"l.tion, it ,,7"l.S necess3rv to 

spell out the me:J.n:inq of "SVJar"l.j" to the "ma.s~es". 2 

1. Indi"l.n Nation.al Conqress, !{,solutions on Bconomic 
Pol icy 3.nd Progr 'lmrne 1 q 24-'"5"4":-~TAICC, :Ne14 Delhi; 
1954) p. -3. --

2. Indi"l.n Nation.:ql Con1ress, Op. C~~., pp. 3-q. 



1'3? 

th2 Con1r3ss in 1131, wh~r~ th~ ~ss~nti~l ooints to be 

signific:qnc::! in cl1.rifvinrr th~ rol2 of th:'! St=ttc~ 

2 • ( 1.) Th:~ orq1nisl.tion of ~canonic lifo. must 
confo~~ to tr; ~rinciryl; ~f ;ustic; to 
th~ ...,nd t"f-)"'lt i. t rn1.v s;~1;r·~ ~ dcc::'1t 
st1.nd~rd of living. 

(b) Th·~ St=tt? sh 1.11 s -"lf?gu ""'lc1 th:= int ·r~ sts of 
industr-il.l 1•ork2rs :md sh.,.,_l_l s;curo ~or 
thy-•1, tr" e"nit'1bl, l;gisl:::ttion 1nd in oth·~r 
,,Tl.VS, 1. livin--r '''1~)'1:~, h?'llth·r conditions of 
wor't(, li~it·"3 hr:mrs of l1.bour:, suit1.bl~ 
ml.~hin;ry for th; s2ttle~ent of ~is~ut~s 
b,~b12 -:m employ::!rs J.nd ··?orkm;n, =tn.3 pr-ot?cticn 
~q1in st th:.:: economic cons.~0U'..,DC!?S of old ;"!.q~. 
sic~n~ss 1nd ~n~~Dloymcnt. 

12. '::'h., St=tt:; sh=tll pr-ot·::ct indi:::J:?:101.'S cloth ~nc 
for this PU.rpos-~ nursue the Dolicr of ?xclu
sion of forsi1"n cloth ~nd for?irrn y1.rn ~~om 
th~ country =tn~ ~do?t such oth~r ~e=tsur-~s 2s 
m=tv be found n·~c :ss.:>..ry. Th,.., St<t~ sh->.11 =tlso 
P!:'Ot?ct oth2!:' indigenous industri."!s, Hh2n 
nee ;ss.=tl:'V, =tg1.inst for .?i1'n com"Jcti tion. 

15. Th.~ St3.te sh 1.ll o.vn or control )~ev industr:.:_s 
'3.nd s:;rvic2S, ':Tiin?r"ll r?sourc~s, r~ilr-1 =tVS, 

H =tt.:;t:~·l "'l.VS, 1 shiupinq =tnd other mo'3.ns of nubli': 
tl:':::tnSDOrt.~ 

1. It is si~nific1.nt th1.t of th2 four ooints quot~d, 
th:; most cr::uci 3.1 in t; l:'ms of th.; cm:is"\g""d role:: o..C: 
th:; St1.t-= is th:~ l1.st, nnmb~r:: 15. Pr::ob=tblv still 
mor.~ siqnific"~nt is th.= implicit undel:'<:t"l.ndin'l' th1t 
if ~ cont~ov~rsi~l cl"l.us-= w~r~ situ,t~~ "l.t ~~~ 0:1d 
of the pro~r~mm~, it h"l.d 7t:'8ator ch"l.nc·s of its si~
ni~ic1.nc~ b3in~ ov2rlook~i. 1t ~i'l'ht be s~i~ th'~ 
th~ ::;r=t of oo1:m.lism . ..,,l.S intl:'oduc<:·::l b-v C"l"l.US~s sue:: 
1.s these, Hhi.ch I·JCt:'? P~ss~d pr')sum"'!blv r:m th.~ unc'~r::
st~ndinq th3.t th~ir. i·,:rpl,m·:!ntl.tion could b~ oppos~d, 
i+ ~t ~11 the qu~stion ~rose in ~r1ctic;. 
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These were statements of intent.ion, of the shape of t~-;.2 

role the .State would play in the period afte~ independence

There was no theocy of d~elopment implicit within the poi~ts 

that were made. In other words it was a manifesto rather 

1 
than a plan, or even the basis for a plan. 

HONever, by 1937, after the elections held on th9 basis 

of the 1935 Government of India Act, Conqress Ministri9s -,yors 

in par1er in seven provinces. Under the Act, rAsponsibility 

for the developm:::mt of industries was a provincial subjecC;, 

and so both the responsibility and the opportunity ar0.39 "t0 

2 
demonstrate the advantage of planned development. UndeL 

instructions from the \tJrorkinq Com:nittee, the Congress Pres~_dc>•l·l: 

convened a meeting of the Provincial Hinisters of Indust·:y 

where he laid d~Jn some of the tasks of development. 

1o It must be admitted that the state of orthodox 
economic theory irJas at that time inadequate _:=...,,. 
planning. Keynes published the influential 
~9-~~-al Theory of EmE_lovmccnt,. Interest c.nd 
Money in 19 36 0 .See E .l'-1 o S. N amboo:Jiripad 
Indian Planning in Crisis (Chinttu Publishers, 
Trivandrum: 1974) pp. 12-26 for an analysis of 
the root causes of the na·J view of the St::tte. 

2. Problems of reconciling aPParently contradictory 
Congress approaches to cottage and large scale 
industries were left to be decide·--1 by Nehru in 
his capacity as Chairman of the National Planning 
Committee. The contradiction \-.ras resolved by 
pointing out that while a 1934 re-solution h;:;.d 
specified that the Congress would devot3 its 
attention to cottage industries because large 
scale industries "can and' do command State aid", 
with the formation of Con'Jress 1'1inistries, it ~.,Tas 
"to some extent identifying itselfwith the StaJc2" 
and "it cannot ignore the question of establishi.;.1g 
and encouraging large scale industries" 0 K T Sh2.h 
(Ed) R~_£rt of the l'·Jational Planning_ Committee, 
(Vora7 Bombay: 1949) pp. 3-5-37. --- ---~ 
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In~ustrii.lisqtion ~·qs to him Possiblv 

••• "11'1 :'=vil, but ••• 1 n'!c-:s:nr? :;vil, th, ills of 
Phich it Hl.S upto us to mitigqt2 but tr.: m=:trch of 
th: R~volution its,·l·F must b; 1 forced on~ lib-: 
in Russi 1. 1 

:1 ~ qlso ·l1id do·rn t'\-.;-=; prinr.iJ>l;s of '1 syst:m of n"'ltir·nql 

Pl1nnin·1 Hhich ·nould 1irr for th: folla.-Jinq-: 

( 1) :-J--=1tionql "lUton1mv in th~ country's pr.incipi.l 
n =r~ds. 

(2) :J.-~v~lonment of ryar0r suryplv, m;tql production, 
mqchin~s J.nd to0ls m1.nuf"lctur-e, ess"3nti"ll ch...,
mic~ls, trqnspor:-t qnd co~~unic1tion industr.i;s. 

( 3) D;v:lopmrmt o-E technj_c4.l ~duc.,tior "lnd r....,s,..,"lrc"•. 

(4) Scon0mic survcvs of ~xistinJ industr:-i1.l potAnti1l. 

(S) Crc"l.tion of q n1tion:=tl r·;Se3.r-ch council. 2 

of 1ction:: 

1. ~conomic sur:-v-.vs of th.:! l)rovinC2s. 

1. R:~ion1l distribution of industry. 

4. ':r1inin1 of t:-:chnicqlly cru-=tlifi2d per-sonnel. 

5. 2rovisions for t2chnic"ll r:seqrch. 

6. Est1blishr.v~nt of q comrnitt22 to r.tdvis·' on th:; 
probl"3ms of industri1liS1tion. 

1. P. Sitqrqmqyyq, The Histor-y of the Indi=:tn N1tioP1l 
Con~res~~ol~; rf;lrPidmq, BoMbnv: 1o47), n. qh. 

~- Sitqr.qmqvy.q, ~~it., p. g7. 
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At ,:::tn r:-==trli'?r me~tin'J of Pr:ovinci:=:tl Chiref i'-hnistPrs, 

th"l.t l. Committ0•=~ of exPerts should b2 :lPPointed to "l.(hr) SP chc 

:'I inistr i2s on pr:-oblr=ms of Industr: i 1.1 R"construction, PcH er 

Pesourc:as "l.nd supply, '1S ,,,ell "l.S more gpnor l.l questio0s of 

- 1 
coor-=iin-'ltion betl,,r~an 3.ctivitL~s in the v~rious provinces.--

I\Iehr:u >.·7 "l.S chos 'on to he==1.d this Comr..i-t:t-:;e vJh ich h"l.d an 

origin1.l bud.r:y:t of rs.50,- 000. Th:! Com•nittee h-1.d been l.Sked 

.to'submit its r;:=port ,.rj_thin 6 months, but this '''l.S l"ltPL' 

~~xtendsd and, in f"l.ct, its work v-ras brought to ·"1 hl.lt bv th'"' 

st"l.rt of the Civil Disob::;di:;nce l"lovement in 1'140~ 2 The dc:>l:=J.v 

of its t;;rms of r"'f"renc;:! trnt tho cOtwni ttee took, pro'l::ll.~ly 

;:J.S a result of Nehru's via,r of th'? function of Pl"l.nninc;-. th:=:tn 

and Cl. grel.t 1.mount of infor:-m'l tion Has collected :=J.'1d P 1 '1n:J for-

publish,:3d, the Comrni tte'~ m1.rk2d an import.'l.nt milestonr-c :1o·c 

only in terms o-f pl1nning philosophy in the Indi:=1n con·::nxt, 

but ·3.lso for including policies foe sm"l.ll industries ;,r"_thi"'l 

an ovr~r"l.ll p::ctt;;rn of ;;conomic n;v~l-opm<=;nt. 4 

1. Sit:=J.r:=J.m"l.yy"l., Q_p. cit .. p. 96. 

2. Sit:=J.r"l.mavv"l., Q2_~it. p. 86 ·?.nd 97. 

3. See Nehru's letter to R1.jendra PrCJ.SRd in 1q39 
:~xpl"l.ininq the scope of th2 Committ?·e• s •·.rork. 
,T'l-'7-"l.h'lr-l"J.l Nehru thmor-i"ll Fund, SelGctred Horks 
of ,J-=!.rr "l.h"J.rl "l.l Nehru Volume 10, ·(Orient Lonqm~, 
D:2lhi ~ 1977) ,-pp. 515-517. -

4. K. T • Sh "l.h, Op. __ cit. 
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t>clqr"'ltion bv th'"' -Iic2r07 that Indi::1 •·Jas a partv to tr" 

'i'"orll1 "ar, nPant that littl~ forr.ql activity took PlA-:::n 

within the Con1r~ss conc~rninq issu~s of Pl~nnin7 and th~ 
~ 

str1.t"!;-rr of d-.~nloDm2rt rlurin'J th~ earl·r 1':!40s ..... 

L~.'ldin'J to th,.., t:ormation o+ th2 int~ri'"'l qovPrnmPn t ,.,hie:~ -,, 'lS 

inst 3ll~ i in 1 g46. 2 '1'h~ Sl<:;ction f"'lnni .t:2s to issu~l"i at t'r ~~ tiro 

s'l)cHed "1 consid~rable 'l.r-1-,nnc.-, in both its int~qr~tion n: 

obi;ctives in V"lt:'ious s·_)h~r2s, so d~":ininn fot:' th.., -first tirne, 

st;>~ci+ic terms the tasks 1-1hich ':h~ ~overnment • 7 01Jld n""~f to 

unr1 ;r t::t'<:3. R~cOjnis inq tint th ~ 11 
••• r::ost vi tal and urCJ....,-t 

of India's problsms is haJ to r~~OV2 th~ cur 

~ 
r.::tis~ th~ stand::trd of t'1~ m.::tssr;s", ~ the r.anif-:sto noint-d to 

th:::: n .,ed to: 

••• Plan qnd coot:'dinat2 social adv-3nc~ in all its 
"1anv fields, to pr.!v2nt th ~ concr;ntration of wealth 
and pa~2r in th2 h1.nds of individuals and groups, to 
'JC~v=n t v --.st~d int •r =s ts inirnical to soci2tv from 
1ro' ing, ani to h.=tv~ soci-al control of th0 min""r- ;-;_~_ 
r:sources, means o+ transport and th~ princiPal 
m..;thods of nroducti.on .=tnd iistdbution in land, 
industry and in oth~r :'bpartmcmts of national acti.··tt·1, 
SO that ~t:''?'~ 1ndia •'l=:J.Y ::l'=:!V210D into a coop~rativn 
common•] 2 "11th. 

1. p • Si t"i r~rnayva, 

2. P. Sitar 1rnavv"l., 

3. P. Si t'lt:'1111.=tV'T"l, 

4. D 3i t 1.ram<"lV'''3., ~ . 

n c· . .l.£..'!..-2.!· 
()p_'!.._~it. 1 

O~Cit., 

2E..:..._Ci t. 

p. 662 and p. P00. 

Appendix p. iii. 
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Apart from delineating the areas of activity subject 

to social control wh8ther in the Public or Coope~ativ2 Sec~or, 

the milnifesto is significant for including for th<=o first time 

a classific'3.tion of industries - large ·scale, medium and smilll 

and including cottage industries as a part ·of the small sector. 

Discussion on the pr<=ocise definition of cottage industry in 

the course of meetings of the National Planning Commit~ee on 

th2 one hand, arid the gra" th of small factories in rF>Sponsr~ 

to wartime demands on the other, mu'st h-=J.w~ led to this clF!.ri-

1 
fication of concepts. 

The .:.lection m.'3.nifesto appears to have been the 1 as t 

statement on development strategy 3.nd socio-economi:c policy 

in the pre-independ~nce period. 2 Although ,,r i th the -Eo rmation 

1. See the discussion of the concepts used by the 
Subcommittee on Rural and Cottage Industries of 
the National Planning Committee, in Development 
Commissioner (.Small Scale Industries), T'viinistry 
of Industrial DeveloPment, Small Scale Industries: 
~.§!lty Five Years of-Progress;--(co"I, New Delhi·:1g73). 

In the =3.bsence of data sha.v ing the gro·I th of small 
factories (the 1g34 Indian Factori.Js 1\ct provided 
only for thr~ compulsory registration of units employ
ing more than 20 •·rorkers and using potJer), it is 
difficult to c3Stima.te this grcwth. Ha,rever it is 
generC3.llv acc,c;pt·-od th::it demand for ''7 ar goods gave a 
major boost to the emerg2nce of the small C"1.Pi t.ql ist 
'lfrith his f'lctorv. See, for instance, Report of the 
Fiscal Commission, 1g4g-5o, (GOI, New Delhi ·: 1950Y, 
p:- 112. -

D.K. I1alhotr-3 in his book Review of Fiscal· Policv 
(published by the author, L-ahor-e '~ 1g43) says that 
as a result of encouraq . .:.me~nt of smilll industries, 
their contribution to the purchase milde by the 
Govr::!r-nment of India vr as expectr:~d to go up from 
~.5 crores in 1g41-42 tb ~.10 cr-or0s in 1g42-43, 
pp. 71-72. 

2. The \. I.c.c. Economic Programmes Commi·ttee '•7 -'3.S 

aPpointed in November, F~47, '"',rith a via·r to dr-'3.\•rinc; 
up the economic programme for the Congress in accor
dance vJ i th •••• the election mClni festo of th'co Conqre ss 
dab~d December lgth, 1945 ••• 11

, Indian Nation1l 
Congress, Op. Cit., p. 17. 
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of the inter i., qov '! cnmen t, .:1n a ·'v i30 cy pl ".lnninq board ''as 

established, this VJ as an official bojy and cannot be s n<..J. 

to cepc-=-sent C on1-cess "olicy in an undiluted 
1 

form.-

"\-:ter in:::l~?qndence, the AICC ap;:ointed a Com•'1i tte2 to 

Pu:Pare an e--::onomic pr-cxtramm~, ·Jivir; J thP. follov in? reason 

th'.'! 

Democracy in the mciern age necessitates planned 
central direction •: ·,·'ell as decentralisation of 
political an:l ecor:oMic 90.1er in so far as this is 
corll-'3.tibl~ uiti1 t:hP safotv of tho State, Hith 
efficient ~rolucti0~ and the cultural progress of 
th~ cor:rnuni ty 3.S a ·;r.::::Jle. 2 

'!'he Report of the C0r'1mittee gave 3. clear indicatic"l of 

3 
dev~lopment3.1 strate;y favoured bv the Con0r:-Pss. 

\las envis!qed that a system of peasant propri~tors servei 

by cooperatives for: their- inputs and m3.ck<:!tinrJ, ar.d aic~o?J. 

by Sta-t:e irr-igation pror"Jr-arrrnr-;s uould form the basis of :·1e 

r-ur-al social str-uctur-e. In Industr-y, the ca?ital 1oods 

sector- uould be in the PUblic SACtor, t.rhil'3 consurr .. ""i:" coods 

HOuld be produced by the decentralised i.e. small pr:-i-Ja :~ 

sector-. If lat"'Je scale units \,rere r-equir-ed foe produc':io::t 

1. The Boar-d, ,,i i th :.( c Neogy as Chairman, publisheJ its 
u~por-t in 19 4 7 • 

The personnel of the inter-im ?Over-nrn'"!nt an'1o-unc-,d 
on 25th ~UJUSt, 1946, had, in ad3ition to rne~bPrs 
of the Conrrr:~ss, repr:-eson tati ves of var-ious co·:r:-u~ 

nities. This vras adjusted 'Fhen the I<uslim L~aq'J.e 
joined the Cabin~t in October 1946. Sae Sitara~2Vya, 

Op. Cit., i\ppendix r:, p. ccxxxiii and p. cclxiL 

2. Indian National Congr-ess, Op. cit., p. 20. 

3. Indian National Con1-cess, Op. Cit., p.21. 
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. of ·goods in monopoly markets, they would aiso be in the 

public .sector. The t~ansfer from private to public c:mer-

ship ''1oul~l be= undertaken over a per-iod of 5 year-s. There 

'NPre provisions for control of profiLs in the priv~te 

sector, an~ for regulation of workin3 conditions i~ the 

1 inter-ests of the working class. 

I''lany of the membecs of the Conr:Jress leadership we;:= 

from the· middle classes, and were often instinctively anti·-

capital, "~oThether this took the focm of advocating the 

destruction of large scale industry altogether, or of its 

national is at ion. The measures suggested in the progr;:~.m-.. -,?. 

were, by and large, to be expected from such a group anc 

the recommendations T':Je re not in themsel vas, notably mor~-

"' 1 th th d 1'- 2 racaca . an ose rna e ear 1.:::::r. But a crucial differP~ce 

betv.T een this repor-t and all earlier ones \rJaS that this r:-ne 

had been authorised by prominent members ·of a Party ~Thich 

headed the Government; and so some of the .recommendatic-:1s,. 

L Indian National Congress, Op. __ @., pp. 2.1-36. 

2. The Committee, Hith Nehru as Chairman had two 
members of the Congress Socialist Party · 
(J P Narain and Achvut Patwardhan), J C Kumarappa, 
the foun::J.er 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 uell have thr.-~atened to become par:t o+ th-! 

G 1 l' 1 over:nment s po 1cy. 

-------------------
1. ':'his r.1ay apQear Pat:'adoxical ~.Jl;,~n it is recalled, 

fot:" instanc~, that the Na~ional Plannin? Comr.1itte~ 
included t:'e~n~sent.'Jtiv""s of the C3.Dit<3.list class, 
G an.::lhi 3.ns or \•'hat rrijh t be called th~ t:"ight win'} 
of t'le Pett'r bout:"geois, and Nehr:u and K T Shah 
r:epr:~sentin:; the l?ft ',·'in1 of th3.t stratum. All 
Con1r:~ss t:'~solutions ~ust also have been fully 
debat~d an :l so should have r:eol:'es;nt~d a consensus. 
But the unc.:!t:"taintv, Hhich "'E: hav~ d~sccibed abov~ 
and Hhich foun'i clear.- expc~ssion at the 1947 
Indu-:>tt:"ial Confer enc2, conv'?n~d by the Ilinister:- of 
Industrv an1 Suppli'"!s sha:•s that it ;-ras not a f~lt 

consensus. Even at th'? Conf'erence, Hhere unan.i.mous 
r:esolutions \·ler:e p:'l.ssed, Hc:>r.1i Ilod.r seP.ms to h'3.•-e 
got to the heart of th::! problem: 11 'I'his r~or.-nin1 when 
vou found your J:esolution on nationalis1.tion '.·1as 
unacceptabl; you ve I:''f clev::= r:l y pr.-o luced another 
draft, ''hich vJas acc"Pt<"'d bv all of us v•ith var-vinJ 
cL~gc:~es of mental I:" :servation. l~aturally, we ca""lnot 
do anythin1 moJ:e an-l I have an idea that the :w=mtal 
r~ser-vqtions of the ";over.-nm;nt Pi ':h r--~g-'l.rd to that 
dJ:aft is even more .substantial than ours". Smr2J:n-
1"'"12nt of India, IlinistJ:y of Industry and 3upplv 
Conf-::renc.~_Q:'l...l.n_dustrial Dev2l0Dm2n t in _!n_di.9,, ~NP.V' 
Delhi, 1:j47), p. 40. 

Part of th-~ problem May have h~en that FICCI di:i 
genuin-=1" b;lieve 11 its prt!-indeo;ndence clai'Tl to 
speak for th2 public interest no less thqn G1e 
CODjress (DON the r;ove rnment) u. r::'h~ more~ mat·~r-e 
realis:ttion that 11 In a system of '"";oveJ:nr:cS!nt b? 
?~oplc' s r'3Pr'"=scntativo::s 3l2cted un'3.er adult :':r-?nc'lis~ 
a£t~r inde:~endence, it was inevi t3bl ~ that busi:less-nen 
an~ theiJ: or:ganisation should com3 to be looked upon 
as c~Pres ~nting a sectional intet:-=st 11 w <=!S PJ:Obably 
sla-r to da:·m. Federation of Indian Char:lber s 0f 
Cornr~eJ:ce and Industct, nolden ,Jubilee Speci'll 
Suppl'3m::!nt in th2 Times of Indi~, Hew Delhi, 23r:d 
\pril 1977, p. 1. 
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vJte have desccibed in some detail the evolution of· think-

ing about the cole of state in the. stcat.egy ·of development as 

expcessed in the Congcess' analysis of the then existing 

socio-economic stcucture and the planks of its pcoposed plan 
.. 

Qf development. Although the caPitalist c~ass was cepcesented 

in the Congress, and on the various subcommittees of the 

National· Planning Committee, they had· also developed theiJ:" 

. t' d .h . 1 C#rn ol:"ganlsa tons an tell:" CNJn plan. .In the following 

section we examine the development of this line of thinking. 

It should be admitted at the ·outset that thel:"e al:"e some 

PJ:"oblems associatedwith defining the concept of the Indian 

Capitalist Class' view of Planninq. TheJ:"e is sufficient 

evidence to shav that individual gJ:"oups -v.r i thin the capitalist 

class diffeJ:"ed quite maJ:"kedly on issues as important as the 

stJ:"ategy of the nationalist movGment; 2 and a1 though it vJOuld 

not be coJ:"rect to take these diffeJ:"ences to be a dicect 

--------------. . 

1. The most prominent of the Congress caPitalists was 
Jamnal al Baj aj, who for- some year-s was its tJ:"easuJ:"et:". 
Both Pushottamdas ThakuJ:"das and A D ShJ:"of~ later 
signatOJ:"ies to· the so called Bombay, or- Tat.:J. BiJ:"la 
Pl.an of Economic Development, wer~ membeJ:"s of the 
Committee.· FoJ:" a detailed account of the qJ:"GJth 
of FICCI, the apex OJ:"ganisation J:"epresentinq Indian 
Capital see s. Kochanek Business and Politics in 
lndia, (Univel:"sity of California Press, BeJ:"keTey.: 
1974) 0 .. • 

2. See Bipan Chandra, QE. Cit., whece in a discussion 
of the attitudes of capitalists towards Jawaha!:"lal 
Nehru, he has also desccibed theic diffeJ:"ences with 
the stJ:"ategy of the Nationalist movem~nt, i.e. 
Congfess Strategy. 



reflection of th!ir differing m~teri~l interests, cle~rlv, 

''~~e c~n s~y on ~ DriQ.r_;!; grounds th~t th~r~ war= such differ.-

ences on 1
. 1 

po l.CY· And if th~r:~ \I~S such 3. differ~nce, it 

economic lif2. IP other ,,. o I:'ds, it '· oulrl. 1:?P .=ar to b2 mor ~ 

corr~ct to riistinJuish bctl·7,~cn :iiff~r:;nt f"'lctions even u~_th.in 

the c~pit'llist cl~ss in so f~I:' as th-.ir r:-eauiL~m~nts of 3t~':~ 

int~rw~ntion w =r = qu~lit'ltiv~ly diffeJ:"3nt. 

Hav ev2 I:', r:- ~cent historical res ~~rch h'lS sho-'n th 'lt 

al tho'Jqh t!1 ;r; ~., ~r .= differences in a.ppro<ich to-1 ~rds th~ 

politicCJ.l leCJ..:ier:-ship of the ConJr..~ss "lnri tho str1t~gy ;-:r..:~:-:u'C:d 

by it, in oth~r:- iJOr:-ds, on th~ most cff2ctive '"'lY of 3DS'~~inJ 

to the interests of the C"i~)it1list clJ.ss, th'3r: ·,J3.S ~ '"('- rk2d 

f ' . - 2 d2qr_;:: of 1.gr2~m2nt <iS ~r 3.S 2conom1.c 1.ssues Her2 cone. rnca. 

On questions of tariff protection, th; rol8 of ~ublic s,c':or:-, 

3.nd on th-. sp,cific role c£ pla.nninT ~very Hide r'lng:-~ o-: 

ir:.:lustriJ.lists i.;ar·-~ of on..; mind. ':':'his is sf:a-1n most cl.Clrly 

1. 'i'hus, for inst."'l.nce;, T3.t'ls \•li th interests in st ~_._ 
~nd =n :r:i.n.;cring uould b-- likely to viev-; desir=1bl ~ 
';ave rnm ~n t ~conomic 1.cti vi ty di -Efcr 'nt ly to 1r 0··ps 
Anti r-~1 y in li<]ht industry. 

2. Sae \ditya l'1u!ch.~rj ~c, rrindi'lD C~pit"'l.list Class '3.Dd 
Conqr ~ss on Pl~mninq anri Public 3ector lg30-47 ", 
Sconomic and :i?c-litic1l 1'!eckly, (XIII, 35), pp. 
TSlh-1 s ?~.:-------~----- · 
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.by !=hr.= production of the Bomb3.y plan in 1944(45. ;.J.nd th>3 

3ctiv0 .projection of the aims of th"~·Plan by s8v-~ral of 

th . t l' t h h d . d' . 1 
e caPl 3 1s s w o a s1gne 1 t. 

The Bomb3y Pl3n envisa')ed an 0xpendi turr~ by the State 

of ~.10 000 crores over a 15 year period startin~ in 1947. 

It for ~s.:Jw the need for ~xtensive State int.e['vention and ' . 

control, and acceptc=d the:: nr;ed for Public CNTn:=.rship of 

utili ties and heavy industry, ;'3.nd the conseqU'')nt ner:!d for 

complemr=nt'lry control ov,.:::L" cb~dit 'lnd investment 'institutions. 

Such a degree of State control ,,,rould h-=J.ve be,~n considered 

unusual· .3.t th'~ tim<"'), particularly 1,·.1hen the proposals came 

f['Om the industrialist class itself. HCNJever vrhile thr=: 

forr~si')bt of this class can be admiu;d, in· th:::tt they v1ere 

not limit8d by thei[' immediate interests, it h"'l.s been c!Jn-.ri:-1-

_ cinq-ly argued th3.t the intention was to ·cc~.ate -:i State machin~~ry 

which "'!ould S"l.fequJ.r::i their long ter:rri inter~sts. 2 

If it is accepted that the Bom~ay P l0n repres0mted the 

consideu~d vie'irJS of the caPit.illists, then we have ·3. cl2ar - ... . . -

diver9ence between the strategy of development implicit in the 

Plan, and the explicit str 3.tegy of th.e Con7rt:~ss Economic 

Programmes Committee.3 The Bombay Plan required that S"c"'.t; 

1. Purshottamdas Th'l.kurdas, et. al., A Pl-3.n of Economic 
DeveloP~ for India,. P.J.rt I, 1944--and Par-t .ii, 1945. 
Hukher j 22, aindi 3.n Capi t3.l ist Cl3.sS :::tnd CongJ:"ess on 
Planning and the Public Sector, 1930-47". 

2. Hukherj·~e, 2P-2.. Cit. 

3. In many w 2..ys the Bomb"'.y Pl ::tn could be seen to br:: an 
extension of the work of the N.3.tion"!.l Planning 
Committee for- many of the coopt8d m8mbers of sub
commit t,..~es of the NPC, we r;=; C2LPi t2..lists. S8cc:.dl'_r 1 

both J R D T2..ta and John t1C'ltthai, signatories of the 
Bomb::~.y Plan, v.rere invited to the concluding S8SSions 
of the NPC. See IZ.T. Sh'3.h, OE• Cit. 
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economic ~ctivi ty uouLl h.; confined to c::ipit=tl )OO::ls indus-

tries, utili ti :s 1.nd to regulation of cr ~di t =tnd trade. No 

s tructu r1.1 ch =tng ~s in th<~ ~conomy 'ld er- ~ suggcs t8d, the St1t ~ 

W=iS supposed to fill th~; 'J'1.PS th1.t ~xist2d in th-~ prc:v1.ilin-; 

str-uctur- = of pr-oduction by 1.ddi t ions =tnd ov~r. thos.~ "'' .~re in 

strictlv sp.,cif'i ~d "3X ~"'S. The Economic ProqT1.'"'F:1es Committ :::;, 

on th2 contr1.r:y, L~ft littl~ rol::; for th; l2r1~ sc-=tL; sector 

evP-n in th.: short t2rm, l:~t ~lon ~ the lon J tel:'n. / Th.= Ct:'i t:crion 

used by the Committee to d.:rrnrc1.t:: l1.rqr: units fr-om S'":'l-=tll units 

w 3S b1s.;d on th ~ m1.rket th 1.t the unit comr::nn icd. .zmv unit 

whos~ m-=trk.:;t 2xt;ncbd b..:?Vond th~ bound1.ries of the provinc~ 

1nd w =tS cons~qu...!ntly ripe for n:ttion::tlisqtion. It w "iS pre-

cisel y such units th -=tt th...; lat:'gc c:toi t"1lists cor:manded, -=tnd 

th~y \Tere cl!"11:'ly un~illing to acc~pt 1. dir2ct ~tt=tck on 

their economic paver. 

b:~en unfound.:d, for "1lmost cirnul t-=tn:;ousl y with th~ pr ;s.:;nt"!tion 

of th.:; Congu~ss report, th.:; 1948 Industri 1.1 Policy R2s0h1tion 

. d 1 r."\h W :tS lSSUC • l e !:'...!SOlution il:tS b-,s.3d 1 :trgely on th~ r.esul ts 

of 1.n Industri'll Conference held in D.=lhi th2 pr;vious D~cember, 

where =t numbt--:r of prominr.:;nt businc:ssmen h1d b;en pr;scnt. '\t 

1. Th-~ !:';solution of April 6th 1948 l1id da•n th'lt onlv 
-=trms -=tnd -=tmmunition, :ttomic 2net:'qy :tni tl1e r'lilw"1ys 

\·l e r 3 to be; th _; exclusive monopoly of th ~ 3t :t te. 
Al thouqh 3. further six industries wher-.3 "111 ~ units 
\oJOUld b~ promoted bv the St"1tc v12r2 :tlso mr;nti:)n_;d, 
n=ttionJ.liS"J.tion of existing units "'l"'lS to b; pos":.pOnjd 
for 10 ye-1rs. 
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the:: confe r:-enc2 it seems' cleat th3.t the Gove rnm.~n t was 'lnxj.ou~~ 

to obt"l.in unanimous r:-esol utions -- to get, so to speak, tl">:: 

m'1ximum that the c::tpit:llist class W.::tS willing to conc·"':?.e in 

_terms of the reL1ti vc: r-oles of p1Jbl ic and pr:'iv:'lte sector-s: 

"lnd sm.:1ll "'lnd l:u:ge industr-y. 
1 

This "'.1-:lS cle.::1cly 1. str.3.tegy 

of accepting the existence of large c~pitalists ·1.nd s~rik~ng 

some sor-t of b"l.cg:'lin Fith thr::m in public to cmsure their 

. d t' 2 - h' - . rl h contJ.nu; coop:_c; r:- ::1 lOn _: ."J.nd. t lS str:-3.b:"qy "'.3.s continue:..~ V?. ;n 

Commit teo·", .::J.ppoin tc d 1.not.het:" Committee .J.lso ch"lir;:;d by N<c;h c.J 

to vJor:-k out the det1.il2d irnplic.·3.tions flOi-·7 ing both fr:-on the 

Economic Progr:-.3.tn-nes Committee Repot:'t ..J!ld the Industri3.:;_ Pol:i.cs 

R;:;solution. 3 The Pt:'Ocess of n~conciling "middle clqss 

r:-adicalism 11 with the view point of the; l"l.t:'ge c1.Pit'1.list0 'F3.S 

t . . 4 Se lD mOtlODo 

1. Confet:' ~nCc':! on Irydustt:' ial Developmc:n t in Indi 3. ~J.c:::;_d 
on Decf~mber 15th-18th, 1947, in Na:J Dolhi 

2. s,~·3 Homi Hody' s . t:'2ffi·3.Lks on the Hinistt:'y of Indus':.:] 
::md Supplies' stt:'ategy ~s quoted on p. 190. Gacl:-_:-i=
se~ms to have fc;l t th"'lt the unanimity 'lChL~vec. ~-7 ::tS 
due not only to r-~s:3CV'ltions on both sid:~s vrhi-:;h vr-~rr; 
not voic.:::d, but -::tlso to 3. lack of under:standirr; 
(pr:esum:tbly by c=tPi talists) of the impliC·"ltiO:'S .:){ 
th:-3 resolutions th::;y were a p1.rty to. G=tdgil' E' 

comm:::n ts "lr .3 on p. 68 of th<~ proceedings of th~ 
Confer-ence:, ££~-~· 

3. Indi."ln National COn<:Jt:'8SS, Op. C:!:b.t... pp. 36-37, 

4. D.R. 1:;:J.djil wrote in 1947; ttrrhe most irnport"l.nt ctues·::ic-tl. 
-th1 t f"'lces the gove rnm .. :;n t "l.Dd th:c; public in Inc.L=t 
tod-:1y is the patter-n of economic policy th:1t v-.7 ill ::::,::; 
.::_:tdopted by th-~ State in the immedi,l.te fu,turr-;. It is 
difficult to Pr>~dict what thJ.t p:1ttc.=rn v.T ill be b:;c3.usc 

contd •• , 
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Th~ pc2domin 1nc._) of dir~ct c1.~i t"1li3t intcr-2sts in th~ 

for-mulqtion of industr-i tl policy continu;~d , .. ith their -:.sso-

ci 1tion in th-~ or:oc:~ssing of th·,; 'ndustr-i "'ll Dr~v~lopm.::mt -::nd 

Rogul 'l.tion 1\ct. Th._) Bill to ir>tco::luc2 th·~ \ct h "1.d b~c:m 

~ 3~l~ct Committ2c in 1949. 

d2bnt~ on its Report .. Inst.;"'l.d, 1.ft~r- -,. sil-.~nc-~ of ov,~r ,_ 

announc~d, it -,.ppointud 1 n._;H Sel..:?ct Commi ttc-~ in Scpterr·:J;:_]r 

1.::)51, Hhose r-~por-tv-73.8 discussed "1.month le1t2r. 1 

th 2 r::~ is y<.!t 1 i ttL~ cc rt 1intv 1b0'1t the• ::omposi t ior: of 
our rulin 1 cl -,.s s 1.n .:J th:::! qu1.li tv of our ruL:H'S. Th.: 
bulk of our- politic1l l.:ad·:rs h"lv<= m-,.:i; 1 numb·~r of 
public pr-onotL'lc . .=m-..nt-3 r....:g 1rding ~conomic policy "lmo.-."J 
Hhich "1. promin .. mt pllC.? h>-S h2...;n -:riven to the objectiv. 
of th _ r-"lising of th . .; stanJ.1.rd of livin,J of th___: n·..,._,s 
of v;ork.~r-s 1nd P-l.SJ.nts; but th •S2 pronounc:~m2nts 
c1nnot ~"lsilv b: r~concil___:dwith other d~cl"lrl.tions 
:)f politic1.l 1 )ad.__.:r-s 3.nd osp2ci'lllv v-•ith the "'3-Ctu:J.:L 

d....:ve:lopm;;nt of adninistr-:J.tiv..: Pr"lctice of .?r-ovinci""l.:_ 
'}ov~r:-nm ~nts ,nd th.__:: C ~ntra.l ~ov2r-nmcnt ·3.ur-ing th~ l1.st 
V·:!"'l.C. '' "'ih.rtimc~ control ""lnd :_:;~:l.C.} time :~nds" in 
P robl.~ms of I:-1di .-,.n L 1b011L, ("--:ci, L -,.bour Bur-o CiU, 1147 ~ 
?. 1. S~--;-f21.I:"S l"J.tcr, in 1954, AD 3hr-off 'l.S Ch-=3.ir:-m"'l.n 
of tl·v Committ.~._; on Finmc.; for th2 Priv1.te Sector- (RBI, 
Bnmb"lv~l154'>-,:Jq~ill comDl"l.inin'] ,_bout th~ eff-.cta 
of populist pr-onounc,~r.t )nts 'lDC>Ut n1.tionalis"1tion on th; 
l2V;l of in~Jstm~nt in the pr-iv"1t3 sector. 

1. P"1.r-li1.m~nt of Indi-=3., ~"l!:"liirn.:mt:lrV D~b1.t . ..=s, P~rt II, 
4.~.1951, Columns 189?-1897 ~nl P~rli~rnent of Indi1, 
P'lrli'lmcnt1.r-v Debates .?rtr-t II, 11.10.1g51 Columns 
4645-1742, 1i~ 10.1951-c.o:lumns 4744-4912. 
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The reason for the silenc<;~ appF~ars to h"3 th"l.t from 

1947 to l."J.te 1950, both tha succ,:;ssive Fin.ancc 'lnd Industr.i.cs 

Ministers app.:::.ar,:;d to be unsympath,-~tic even to purpos·?.ful 

regulation. of the private sector; and in this they had the 

support of th~ Deputy PL"ime l1inist:c:I:", 
1 

V.:J.llabbhai P3t ;L-

While th3 selection of parsons to foi:"m the first S~lect 

Committe~ n'"lturally I:"eflccted their point of vic;w, it S<::ems 

2 to th:>. Nehruites, ha.-;reveL" humbL~d they might h'"lve b:;.~n. 

By eai:"ly 1951, Patel had died. '?hough he had ensur-ed 

a continuing voice for the private sector in policy for~ul~tic, 

Nehru had na,r emerged sup4eme as fa!:" as long term econocnic 

stJ:"ategy \v .3.s concerned. All the Hernbers of PaL"liament v.::1o 

t.nok Part in the debate on the Repoi:"t of the S~S.::::ond Select 

Committee took it foL" granted that the Five Yea!:" Plan s·i.·.'::"atF!·-JY 

was suPI:"eme and that the IDRAv7ould have to fit in with this 

3 
strategy. Nehru might himself be ver.y diff-ol:'ent to the 

1. The IndustL"ies and Finance Ministers fr-om Indepen
dence to the time of th,~il:' resignation in 19 Apr-il 
1950 and \ugu.st 1948 were S P ~1ookher- jee and Sh;-:inmu-
1cham Chetty. Both of thes':'., as is evident from a 
letter '~'r ri tten b-v nehru to Vallabbhai Patel, vJe:e 
Patel nominees in the Cabinet. 

For Ner:ru·· s letter- see Durga Das (Ed.), .§.-1.L9..CLL"_f'ate_~_0 
Cor- respol}_3_s_Q_g~~ 45-~Q, (N av j ivan, Ahmedabad.:: 1 'J7 2) 
Volume 6, p. 536. 

They wer:r~ replaced by Harekrishna Nahtab, a ':;andhia~'1, 
and- John Hatt'.:1ai, a dir-ector of Tata Sons who himself 
r-esigned in June 1950# Ho.,rever Hehtab' s inability to 
function effectively is sha.vn by I:atel' s corresDor:.-· 
dencr~ with him. 

Durga Das, 9P· C.~~~, Volume 10, pp. 178-196. 

2. Parliament of India, pp._Si!• 
3. Parliament of India, Parliam2ntarv Debates Part II, 

4.9.1951 columns 1896='1924. --
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Priv3.t: s ~ctor 3lthou-:Jh .:J.llo'"?d to both exist 3.nd exp1.n'i 

substanti1.lly HOuld hav2 to accept 3. Er.-a71eJO!:k of operation 

lai :l da·1n by th:= .--;overnrrtenc. 1 

Upto the 1.chievem2nt of indapendence in 1147, co1s 1 1:>1.15 

bebtreen the left vving of. the Conou~ss an 1 the !:iCJht \·'in 1- "ho 

the interests of th~ C"l?it""lli?~s 

within thr! Conqress, app::.3.r-s to h.=.1ve been emDh1.sised. 2 r'~ is 

see:ns logic3.1 in that th~ m 1jor battle had baen see!l b•- ,1_"';. 

str1.t3. of society, who werd n~tionalist, to be "lg1ins~ DC~tish 

imp<::ri=tlism.
3 

Havever, one; politic-3.1 ind~p"'!nd2ncr:: h.:=:id ·L~'"m 

1. See N ~hru' s sp~ech i.ntroducing the motion on th..:! 
draft First Five Ye1r Pl-3.n. 

Ha:1 ~ve r, 3h J.nrnukhan ':h ~ ttv, w bo had be ~n "comr:1"'!"'1C 3 c 11 

0y S3.rd'lr- .r?qt~l to 1 gr-oup of busin.-,ss le1.der-s "'S 

"one of th.;ir o.vn :• h 3.d said ClS much at a me:? tin~ o-': 
the Indi ""ln 1'1.~ rchan t 1 s Ch;=,.mber as e.:J.r-1 v 3S 32pte:""".J2r 
1947. FIC2I, ~~it., p. 1. 

2. .\ foreword b<r Nc~h ru to 1 book edited by Ka1u. Ka :.e H: ::tr, 
'I'o 1\ G "'ln}hian c.""!.Pi t:-1.lis_!:: ( i:ind Ki tabs, Bomb-w 1 '51) 
says the follCNJing:_ "In the common comp3.nionship of 
those 'i·Jho ':' e r :; assori ?..ted \T i th the n 1.tional mcnu~m.en t 
und.}r G3.n.__:_hiji's le3.dershiP, \·Je /Jamn:ll::il "S"lj"'t~ "ll1C 
:Jehru7 rn<'~t often 3.nd gr-ew to kneW" G<lch oth.~r f~irly 
intim3.t2ly. tfe Here:: very diff.;r.cmt from one ar.cther 
1.nd it is possible th:=tt in other circumst1.nces, th~r~ 
mi1ht h1.ve bcl.!D no occasion for th1.t intimrJ.cy to ?r0.·1 • 

But, I suppose, \v:: r..~cognised some worth in e"'lc"lt ot-,2r 
1.nd th~ bond. of mutu-31 respect and aff ~ction 0t2.-l 

proqressi -v-~1 y strongc r". 

3. In this cont~xt VJ2 m.~'ln, by i"TIPcriJ.lism, th3 r"Jl8 
of for~ign c:pit3l in its operation in Indi~. 
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achieved the question of dc;vc~lopm,.:::nt str ab?CJY Cii.ffie to the 

forefront, anJ Y-7 ith it, the problem of the p:3.r:-·ticipation, 

gJ:"ONth OJ:" d:~clin3 o:E vaJ:"ious social strn.ta. 

For:- if th~ Priv·1t·:; Sector:- i-vas to h'lv<:: any r-ole .::J.t all_, 

e.nd a substanti-al rol:::; v1as cer-tain to b-:: allocated in prac"cic::,, 

advanced stage, then th.2 op:~c3.t'ional' policy of depf~nding en 

th·~ Public S ~ctor, laxge scale pr:-":i._v~=tte soctor OJ:" the co>.:tage 

industr:-ies Sc~ctor h-ad serious i;nplic.ations for the developm~nt 

1 
of the capitalist class. ·If the Governm.:mt decided to depend 

moe~ or:- less completely on thG Public S2ctor:- and Cottag2 

1. "It'" as not the; financial allocation to thos,~ 
/village? industries /In the Second Five Year Pl::J.n7 
that se2med to b:c~ at the; r-oot- of FICCI opposi ti -:J':l.--; 
for:- that was not significantly lar-ge, but ::-=tth2·: 
the pbliC\_/ ·implications that wcmt with this ~.lloc.::J.
tion-r;:~straint and contr-ol in the exp.ansion cf 
f-actor-y typ;3 consum.~r goods industr-y".· B.R Ney·3.r:-, 

v' "Basic Attutudes tav ar:-ds Economic Planning :i.n India' 1
• 

~i:m Survey, XI ( 1977), 9, pp. 858-59. 

See also the anxiety implicit in this extr:-.:3.ct f;~o:-r, 

the~ RBI Commit tee on Finance~ for th:~ Pri vat 3 S · ~i::.o:..: ~ 
"Pr:-ovided th.eJ:"e is commensurate incre.-'3se in bo~n 
national out;)ut and national savings, the cmla::-gr~rr.c~nt 

of public investment need not bv itself r:educe the. 
investible r:-esour:-c,.:;s available to the pr:-i vate sec":;r:. 
But if Pl-"l.nned investment in the public sector: 
exceeds the savin9s that would nor:-m-=1lly be av;::cilable 
to it, and calls for:- additional measur:-es of t:2.xati::::-:1, 
bor:-ro_,r ing or deficit financin'J, there is inevi t"l.bl y 
a draft on savin9s available for investment in th=o 

. oth-er sectors of the economy". Op~i t., pp. 9--10. 
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industri ~s, l.S th ~ L~ft H inq demmde::i, th 2n the qu~stion of 

Wh"l.t the C'ipit"llists Y.IOUld do \•lith th.:= l1.I:""Je 'iCCUrr..Ul"l.tions 

"'lt th~i r dispos"l.l w :tS bound to arise. 1 In fact, none of 

th:= propos"l.ls for emphasising 2ith2~ th~ Public S~ctor or 

cott"'lg~ industrL;s, -=tnd da-1ngr::1dinq th2 l"l.rgc sc'3.12 ?riv3:t:e 

sector aPP?l.I:"S Jn~1h2r~ to h'3.V2 consider8d this problem. 

Th; I:"2"!.SOn for this is th.:Jt th'~ individu"l.lS "1-vho H2re in 

the forefront of thinking on economic issues wer.2 =tlso those 

Hho took the le3.st inter:est in organis"l.tional issu2s, e'F"n 

within the Congress. Pot h-=tving h 3.d to formul -=tte propos "'lls, 

v.1hich ,,, ith P"l.rty disciplinc:J.ry me-"'lsures could be enforced 

11ithin the Congress, they \•7ere oblivious of the unre-ility 

of propos.1ls which r.:=quired th; right Hinrr ~l ~m;nts in th2 

Conjress, ~nd extremely p~1erful ones ~t th3.t, to submit to 

propos'3.ls \·Thich would L;ad to their a;n politic'll extinction, 

toq-ether with tho '~xtinction of the l3.I:"'J2 C'3.Pit'3.list cl'1SS, 

\I hose interests they vL!\-J 2d H ith svmp'3.thy • 

. l>..l thou']h l'Lehru, for inst-3.nc2, 3.PP·· 3.I:"S to have been .=:w ::tre 

of the conc~pt of th; State, in its L::minist connot1tion, he 

does not seem to h3V.~ grasped its implic:ttions; it is only 

his experi.~ncc as he1.d of ti;le Gov~rnment for two or threa 

--------------
1. Out of a tot1l PQid up cl.Pit-=tl of 3.11 corpor1te 

bodi;s of "s.570 cror !S in 194'3, 61 Indian groups 
controlL;d r:;. 210 cror.=s while "l. fur-ther 52 'Jt:'O'~PS 
controll.ed -"l.n addition"l.l rs.140 cror-~s. 1.K.Shirokov, 
Industri 1lis ltion ·of Indi 3. (.Proqr2ss, ~4osco.·'-: 1 173), 
p.4'1, '1.nd 301, RePorts on ~"orkinJ 1nd }\dministr"ltion 
of the __ Comp1!}_i2s Act, 1956. 
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years aft:~r independence that seems to hav<~ m.'lde him somewh-::1t 

more awar--3 of the limit'1tions on govet:'nment activity imposed 

by the economic structure of 'SOcL~ty .3.nd its cort:'esponding 

legal institutions. 1 The pt:'ocess pt:'obably occurred through~ 

h.:tttling ·a const.'3.nt s·2ries of objections raisad by civil 

sei:'v:mts, 3.nd members of the Cabinet, to radical PI:'Opos.n.ls 

on the gt:'ounds of their being impractic-=t)., or fin :tnci3.lly 

infe 1s iblr2. These OJ:' the m"lny other t:ypes of procedural 

problems th·:tt in tot1.lity form the structure. of obstacles 

to radical reform, which m.:ty be se:-=;n to be one 3spect of the 

St.-=tte in a C<l._Pi t.:J.list society, may in fo3.ct, also mark the 

gradual gain of confidence in the Nehru Government by the 

. 1" 1 2 
caPlta lSt C 3.SS. In other words, the cqpi t'llist class 

L S'~'" Bipin Chandra Op. Cit. 

See his SP<2ech introducing the motion on the 
First Five Year Plan. ParlL3.mc~nt of. IndL3., 
Pat:'liament.'3.t:"Y D~bates Part II, 15-10-1951, 
Columns 5039-5060. 

Opening the debate on the First Five Yea~: Plan, 
Neht:'u mc;ntioned thc~e limiting factors which had 
conditioned the Plan approach. These wet:'e· the 
constitution itself, the existing economic 
structu~:r2 and the resources :1.V:'lilable to the 
Government--so it is possible to s1.y that by 
1.1.te 1951 Neht:'u was becominq 3Ware of the natu~:e 
of the State.Parliament of India Op. Cit,, 
Columns 5043-45. 

2. Unde 1: an a~:ticle p~:ocl aiming th :1t 11 FICCI is voice 
of Indian Indust~:y" written by the then President, 
M. V. Arun<1.chalam, ::tnother article has the folla·J' ing 
to say about business and Governmr:mt U:!l-=ttions; 
"The; immediate problem the Federation f"...ced vJhen Indi:1 
became ft:'ee .,,7 .=ts one of its avn style of functioning. 
Hav was Pt:'iv.=tte paver placed in the. n<3'1-v democracy. 
Aftel:' groping for a feH ye3.rs inlti."l.lly, the business 
community beg'ln to underst'3.nd the new_ pa.ver structul:' :; 11

• 

Federation of Indian Ch-=tmbers of Commerce and 
Industry (FICCI) Golden Jubilr::e Speci.'3.l Supplem:c=nt 
in the ~imes of Iridi:1, New Delhi, 23rd April 1977, 
p. L 
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w "3.S th.:::i r o.vn md th'lt th.;y held 3t-=tt; Do..,r.;r throu1h this 

1 structure. Th2r.:::w1.s th..;n no n~..;d to f~1r Hh'lt '1P1ount,"d to 

populist pronounc.;m ~nts of policv; in f'lct th .. ; shc?Wd..;r of 

th~ c1pit.1.lists b2cpn to PGlcom.:! th;s.; -=ts ensuring the 

eoopcr 1.tion of th...; p2tty bourg;=:oisi.~ for 1. Govcrnm .n t •.·1hich 

could, 1.t best, cnsur:- ~ th: w cl f1.r 2 of only '1 7.; r:-y s~nll 

minority of this str'ltum. 2 

V.6 Conclusions 

In this Ch 'lpt..; r, w.:; h 1.v ~ dascribcd the proc ;ss by t.il-.ich 

th0 fi r:-st of th2 tlrr o pre r:-c'{Uisi t._;s for 1. sr:nll injustr:- i::::s 

policyw1.s 'lchicvcd~ cons~nsus on th~ futur.; r:-ol2 of the 

Public S2ctor, ::md its obv;.!CSe, th.; lonl' term role for th..: 

Priv'3.t~ Sector. 

1. "At '1 r:-cc,;ption gi v.:::n to hir1 by business 12 'lder s 'lt 
N2W D..;lhi som.::: months 1.fter ind..;p~ndenc;, S~rd"3.r 
P1.tel commanded the Fin1.nce Hinister:-, ~·1r.Sh'lr.mukhm 
Ch2tty, to them "lS on2 of their Gin". .:<"'ICCI, 
Op. Cit., p. 1. 

2. ''He ;=='.T.Krishn'1.m'lch1ri, Minister for:- Commerce and 
Industr:-y7 '1.Ssure:.1 th<; /F..;d.:=r1tion7Committec th-":l.t 
the Gov2r:-nm::nt ·w;:J.nt .. :d to c:1rry priv;:J.t; ~nterpcise 
with th._;m. N'3.tionalis'l.tion ;.rqs only ,_ • sc-:1r-~· -:1nd 
th 1t should not deter industr:-ir.l.lists". FICCI, 
Q£. Cit. I p. 1. 

R::;plying to "3. for:-mer President of FICCI, R.G. Su3ip'i, 
th ~ FICCI S 2 cr:-r;t";lr:-i-:lt re:~.ctr;d as follo-1s to -'3. su·:y"'es
tion by ";1 'Bombay Group' th'lt Fabi,_n economist 
~-!.'.A. La·• is should be invi tr;d to Indi ";1 to spe'lk on 
b2h:1lf of private enterprise: "The r";lnk 1nd fil; of 
the politic'll P'lrties and the gAn;r-'3.1 m"3.SS of ?2opl:::o 
o-f th2 countr:-y ha..r..::vPr:- juv2nile or- unrc'lSOn'1bl2 
their thinkinj m'3.y se;m, ,_rc th..; most pot2nt for:-ces 
to be reckon ;d with. The peopl:.~--h 'lV 2, -v:e -=tre 
convinced, soun:J. common sens:~ ::3.nd 1. sc;nse of ri7ht 
:!.nd wr-ong." FICCI, O::Q. Cit., p. II. 
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The political l:'usolution of the conflict betwef:;u ""' 

social groups was the b3.sis fol:' this cons.-"nsus o 'l'r,-'s'-

gl:'oups were the sections of the petty bourgeois or the 

middl2 class which wen~ influenc,"'d by the Russian Revolution, 

i.e., the left wing of this cl"'lSS; and the Industri1l Capi

talists. \t..P"hile the l2:Et petty bourgeois OPel:'ated within 

the Cong l:'ess P.J.rty as its left w in'J, the C3.pi talists had 

th:'='i r avn organis ::1tions in -1.ddi tion to having th2ir supportc~ L"S 

amonqst the right wing of th<; Conqr:-ess. 

In th2 pr:-e-independenc·: per-iod, the Con1-ress lc:::ft ~,, ing 

domin.::=J.tr~d discussion on th::: pl:'opos als for:- planning ::1nd the 

r-ole of the public sector; :=tnd the C·J.Pi t"llists, "l.lthough 

repr:-::3sent~~d in J. diu~ct manner in som3 of thes8 discus2ions, 

ret'lined their avn forums of debJ.tc:::. Ha.vever, in th;.?. P'::"~St 

ind8pendenc..:: phase, the C'1Pi t.J.lists L':l.r:-qely op:"'r-'lted thr.ouqh 

their supporter:-s in the Congress. In fact, the politic-l.l 

consensus on th:.::: r:-ol,~ of pl:n.nnin1 and the public sector c"'lm::J 

about vJ i thin thf-" Congress Pal:'ty itself. 

Wre would -3.rgue that once this consensus hJ.d been achi.evec .. 

·it bec"!.m<::: possible to d:~termine other aspects of the r:-ole of 

the State. Questions of t:=triff policy, the r:-·~lationeh:i.p to 

the· British Impel:'i-'3.1 Economy in the form of the Commm1i.v:;alth 

Relationship, and spc:.cifically, the pr:-o'}r:3.rnmes for:- the 

encour:-agement of small scale production could '3.11 nav be 

dc:t:.;r:-min:;d. 'l'hos;::; wer:; all matter:-s vJhich did not funa=onGn·· 

t3.lly affect the economic structure of society "lnd v.rhic1-, 

could therefor-e be accommod-"lted within "1 gener:-al consensus. 
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aol!V:;r:,'it is OD..:! thin'} for the possibiliti::;s for 

promotion of sm1.ll Sc""-112 units to 0:; nossibl· • It is quit,; 

"'lnoth=r th1.t this str-=ttum should actu"'lllv b0 distinquisl:.=d 

from th..:; 11.UJ2 sc1lc:: privat~ s..:;ctor 1.nd its S'!J~cific prcbl .rns 

b.::!~om'! th~ subj"?ct of of'fici1.l notic·: "'lnd "'l.Ction. T·l ~ b 11:... ,72 

this h 1.P'?2n-:;d in th ~ Indi "'ln cont.;xt b;cquse of th:; n 'ltu r 3 of 

th~ G-1ndhi'1n influc~ncJ ov3r som~ s.;ctions of th~ riqht .. ,ing 

within th2 Congr~ss. 'I'h ~s ~ s.::;ctions h3C"t!Tl2 th~~ support..:rs 

of th ~ P21.s 'ln t industri 11 1nd 1'}ricul tur'll pr:oducers, '3.'1:1 

ch'1rn?iOn2d the! cqus~; of vill"'l.g2 :'!nd cott:1q..:: industrL~s. 

In th.::; n0xt Ch;qpt..:;r w..:; consider the rn"'l.nn..:;r in whic'! 

this sup~"'ort to vill"tgc 1nd cott1.g-:: industri.:!S b~c:1m; 

q2n:=r'1lis ~d to smqll sc1lc Droduction units, in th2 em.;.:: ,; 

of th! ~xigcmci~s fqc ~d during th; rtl.tion.J.list movei7l .. .mt. 



CHA.b'TEU VI / 

Oll THE ROLS OF 'CHS Sl1.'>.LL Il~DUSTRI:~:.::l POLICY AS A 
---~- ---------- ------ --

B. ,-~_'\I'.JD: U.:!J:J IDEOLO-;': pJ<::-J Si'J i\LL SC'\LE PRODUCT IOU 

VI.l Introiuction 

of economic planninl in their visions of Indi :m dev=:loi>n~nt, 

Of course, they differed subst:rnti0lly in th""ir 'Jieus c~ 

thes"' matters, but the points on I·Jhich "l.gr:Pmc:nt :'lnd .-=; 

cons ::::nsus Hero: to be ce-"l.d1ed 1r.r :18 clear to both, r~ven the: 

most c""J.dical of the Con1cess le=1decs hJ.d beco:ne r.:concil~d 

to the:: continued exist::nc.~ of larg2 C3.Pi t:J.lists: anc +:o :he 

tvpe of coocdination th:tt =tn economy =tt =tn "l.dV'lnc~d st:::cr;·2 

l 
of c~ntc~lisation and concentration of capit:1l would require. 

objective reality of the bourg?ois or capitalist State. 

For G::ondhi, and the ~;anihi:tns, on the other h=md, ecor.::::;-c1:..c 

J 

1. Se·? Uehn~'s remi=!.rks -=J.bout the constr:J.intsv.7ithin 
v,;hich the 1:-,irst Fivn Yo.'1r Pl:m hJ.i b2en formu'l 
fl'lrlLJ.ment of Indi.a P'lrli-:1mr"ntac{ Dr~bates Pq~~ T C, 
lS-10-1951, Columns 503g-5060. 
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For ;;:1ndhi, 3;-T•r<J.j Hould only b~ obt"'lin.:.dHh~n th?r2 rc:."' 

V::1lu~s in pr':lcticc. The hn:lhi~ns 1.lso differed in th-.'.r 

1 un'lsrst"3.n-1ing of th2 St'lt~. It \.rould -1ppc~r from '111 of 

G"'ln:Ihi' s \·r ri tings ?J.nd J.ction3 th J.t his m 1.in concerr: "" 1.::> 

precis.= 1 y Hi th th~ tyr 1.nn•r of th-~ 3 t1.te th "lt the lor:ric of 

cc;ntr-=tlisad control of th.:! ~conomy v-Jould rar:ruire. Ir c<::.h2r 

mor-,_l obj ~ction to the St1te, -=tnd his via-1s on the SU)':!L"'..ori~:u 

of th; .:L;"!c ... mtr1lis'3'1 vill"l'J'~ ::conomy folla·12d lo']iCl.ll::_- c:r-om 

this. 

not our pr.~s:mt purpos ~ to do 2 
so. Ho.Jcvar 1 his 

P1.rt of th::; primevll v-L:!.l1q-~ community, h"3.d "3. qr.:."3.t c ;---;,1 

of in~luanc2. 3 ~irstly thts produced "3. stronq ideolo1ic1.! 

L Chid1mb~r1. IC.ulk1rn:, "Th_; Conc[~Pt of 3t:tte in 
-::,n:lhi-1.n thowrht", r'ul:lic .\dministr"3.tor (1·1<>~1r"lshtr"1), 
J1nu1ry 19781 pp. sg-92. 

2. S.: ;, for inst ·me;, !{., Uly1.novskv 1 Soci 1.lism 1n6 
tho t· ;r.NlV Ind?P'-~nd.:nt ~h_ti~, (Progr~ssl Hoscav; 
1 g 7 ~n-~-P"'J. 2 2 2- 2 66 . 

3. It is, in f1ct, prcr.isaly tha purpos2 of this s~ction 
to shod th.= contin'litv h:~tHaen G1.ndhi's thin"l(_inr; "1Dd 

contamporl.~-- suppor.t to vill1.ga industri2s. 
\n -:tt ~mpt l:ly the Kh1di 1.nd Vill1.g2 Industr i·.:.s Com"lis
.:>ionl in l'17g, to introducr~ polyster l<h1di 11 il"1 th::; 
cont~xt of D'8d to c1tar forth~ f1.st Virvin'J t1st~s 
1nd trends in th..! consum .~r- r;nrk..:!t" m2t F i th C:>"l3icL.c
rl.bl2 opposition whm 1. bill U"'iS introduc;d in t:h_; 
Lor. 3~bh~. For 1n 1ccount of the pcoce~jinJS, ~e~ 
7h _; Tim . .:!s of Indi "3. (I,;ew D:;lhi) 10 r :,_y 1 117 8, p. 11, 
Col. 3. 
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rnov,;men t in .fu.vour of such industries,· Hhich was to conti'lw.? 

lonq :1.f.ter indcpsndsnce; 3.nd sr~condly, it·· required Neh:::-u :_::_~ 

clarify his OtJn posit ion on 11 ,ii ll 1ge ;'J."nd cott:1g'2 11 industr-i "S. "· 

For- this rcJ.son, it is impor-t:1.nt to 3.n:1.lyse the dewo~OP-·· 

ment of both Gandhi 1n institutions, Clnd of G·1n-J.hi.3.n ide"ls in 

suppor-t of vill;J.ge indus_tr-i2s, for- th,;sc v.1er:-;.:~ both plans 0f 
- .. 

the most import.::mt non offici J.l (both in ter-ms of non Co;.1g-rcss 
' 

and non St~te) ideology in cur-r-ency. 

r;e3.ndhism has provsd to be e3. difficult philosophy cr- ./ 

concept to define, alt'l)ough ther:-:~ h'lve be~n "3.-l'lrge numb;r-

of :1.ttempts to pr:-csent a consi3tent p~cture of the world 

'l'he p cobl em se ~ms to be th :at - . . 

•-;3ndhiJ.n philosophy W:"J.S elabor-a·teC. while; confronting iSSlF;s 

that 3.r:-ose in Gandhi's poli tic:tl life. 3 

1. Se; his lettor:- to Krishn-"1 Kr-ip:J.l:mi in J;:jj,v:1.h3.rl31 
Nehru MemoriJ.l Fund SeL;cted Wor-ks of J.:ti"' ah:::J.r:-13.1 
!\lehcu, Vol urn; 10, ( or::-:r.~~nt LongmCln, Ne.-1 Delhi: 1ci77) .. 
pp. 539-543. 

2. See, for- inst-'lnce, Hiren Mukh.2r- ji, Gandhi ; ·A SttJ.£y 
(N3.tion.:1.l,BooL;"''.g2ncy, CalcuttC3.;1<)58) -~nd EMS Na~bo0-
diriP.3d, !.b.s=.. 1'1J.h3.tm.J. Clnd the ism (Peopl;s Publishing 
House, Nav Delhi : 1958). 

3. Although every·indivi•lui.l ffi''lY h"lve u. consistency tc 
-the ext::m t th3.t ·it is the s "l.me in.J.ividu3.l f-"lcing 
various problems, this consistency is not likely tc 
be refL;cted in vJ ri tten wor1<s or- in ·the i'llpressicns 
of other persons. For Hhil·-; the. cons·istency of 1.n 
individu "3.1 is 3.ccount.'3d for by his. individualnr;ss, the 
factors vJhich h;:;. i-1nor-c:s, or the impor-t"lnce att3.ch=:n 
to the .. fac.tors h3 considers ~-Till be. determined by his 
avn appr-'3Cil.tion of the situ=ttion. 
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:.;: t is, ir. f :.ct, ttL~ comb in 1tion of the cl-;-"'lr g r'"lsD o:t 

iqnor1.nc' of oth~rs th1t m"'lk.-~s th.~ ~v1lu"ltion of Gc:1ndhi y:; 

"1 soci 1.1 1.nd poli tic1.l L:: ,_dc:r so difficult. 
1 

His c:·nmpio·1-

ship of concr2t2 issu,~s of irnport1.nc2 to th~ p:~cts"'lntry 'lt:d 

1.rtis 1ns, \T i thin 1. m:2t"1ph rsic1.l context, h '"ld th ~ 2ff-~ct of 

g-1.ining th..;ir sup~;,;ort ">-'hi.l ~ msurin'] th1.t th ~ir a..Jn r~1.lis1.-

tio~ of th~ir cl133 positio~ r2m1.in0d unt1tercd. 

In this ?1.P2r ,,.,,; •r2 conr;.;rn~d Hith th2 obj.,ctivc 

P1.rticul1r s..__;ction of the; ?·!tt'T bourq ~ois --·- th.~ ruri.l 

"lrtis"'ln. '::'his is irnport1nt b ;c1us ~, pr•~cisclv on "tcco,_mt 

1rtis 1.ns, 1.nd h_:;nc : -..,, ithin th,~ Con7r ~ss, his id2olo·rr of 

Kh1di md th_; institutions r~Stiblish;d in supnort o: thin 

id ~olO·lV g • in'--:d ...;XtrrJm2 promin:.:nc ·• Al thou'lh this >· 1S .,_ 

corr 2ct r ..cfl.::ction of the: str ;nqth of this s tr 1.tum in t:~:;; ens 

of numbers, it l·ll.S 1.n "'lnl.mOl0us situition in 1 country nh;I:":; 

economic d~v _;lo )mc:nt hid brouqht --=tbout 1. cl1.ss stcuc-':uc:: 

in Y.1 hi ch th2 pu "lS '"ln trv J.nd, in P"lr ticu l :1r, th~ 1r tis 1.ns u =:: 2 

r2l 1tivc:ly 2 pa.J .2 rlcss o In oth2r words 'vhil,; th2 Con'Jr-css 

1. Uly--=tnovoky, ~~-

2. By this we metn th1t th·~ id;"!.lOJU"S of th,_; p.;J.Stn'::r-y 
would h "1V<e! b.:_:cn in no position to irnpl ~m m t pol icic:s 
~-.~hich th;y might h"1v-2 f-:3lt HOuld b~nJfit this qrou>J, 
.;v_n i'= formJ.l St1.t; po·;:_:r:, i.;;;. th; Gov;I:"nm:nt, h1d 
h~2n in th~ir h~ds. As i declininJ cl1.ss ~i!
:idVl.ncinq C"'lPit~lism, th~sc id2olo~u;s could ~c-': 
h"l.V2 hid vi~·Js oth....;r them thos~ 11hich ner..__; obj_cti'nly 
b:1c\1·J "lrd lookin.J. 



mina.tc':), but i.S soon '"iS it b;:;ca.me th:c; r:-ulinq party, th . .:: st-,re 

st r:-.uctuL3 would P.n.sur:-::= th'"lt big c~pi t:1list inter:- 2sts PL"edo

min3.tC:!d. 
1 

Al th0111h G.a.ndhi h-=td '"xpr:-essed his philosophy of ::tn 

he "''as -::tbL~ to v.Jin ::tt the 101'1 Congc;ss Session in Amr-its'lr 

which s~ th3 fir-st r:-:~solution '3.nd th<:! fir-st step tcx1a.rds 

Gnunci"J.ting J.r:-tisa.n int . ..:;r:-ests in =J. r-esolution on S;...r.J.dt~shi 

11 r:-ecommonding ·3. reviv'll of the -'lncient industry of h3.nd 

spinning -J.nJ. h "lnd w 21.vinq. " 2 

It is unlik~ly tha.t much impor:-tJ.nc;-~ w "3.S att"'l.ch::=d tc 

this resolution togc~th<;r:- with comp~nions on pr:-o'l).ibition o£ 

export of c-::tttle 3.nd bullocks 3.nd th2 gri~va.nc.;s of third 

1 d . t d" t "1 -. 3 
c ass 'ln 1n er:-me 1'1 '" t:"'l.l P1.ssenger:-s. For: this w :-=tS the 

sa.me y:~a.r ::ts th,::! ,Ja.llLmw"-113. B.'lgh firing J.nd the intr-ocl.uctic1 

of the Nont1.gu-Hor:-ley Refor-ms. HOtJever:-, <-3Ven if th:~ irmne:'ti~_t:' 

oper:-=J.tion1.l signific."fnce of the t:•':)Solution v.ra.s sm.=J.ll, i·t W<JS 

the fir-st ;:;;xpr-ession of the Congress policy taN -3rds ha.ndspinn:i_n 

. 
1. In this sens::: it is tr.-ue th1.t only 1:',-;pres.~.:mt'l·ti_'l';R 

of the wor-king class c1.n ela.bor.-a.te measures of b~r?f~~ 
to the peasantr-y. Lenin h'ld Hrittcm extensiw~ly O'-~ 
the subj,;ct of the wor.-ker.--pea.s1nt ."l.lliance. Sec:, for: 
inst1.nc,;, ~b.§ Rur.::tl Poor, Coll2cted 1-vor.-ks, Vol. 6. 

In a more gen2r-a.l cont2xt, this tendency a.nd th,_,s ;..:12 
requirement of "- revolution1.ry soci'llist P-::trty ::o 
"smash :• the 2xistin'1 St::tt:~ str-uctur-e b "'l.S bec;n discuss;;cJ. 
uy Lenin in ~-~1~d Revolution. 

2. See the description of the 1919 Congress S<:?Ssion a::.: 
3\mr:-its.:J.r.- in P. Sit3.t""'l.ffi3YY1.1 The History of thG Indi~J} 
~:!_::;.li_on,J.l Congr-ess, Volum<_; 1 (Pa.dm3., Bomba.y: 1g35) 
PPo 180-181. 

3. P. Situr.-am3.yy-::t, pp. Cit., p. 181. 
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-,.nd ~:..:. ·wi'"lg "l.nd thc:J:"..;foJ:" _ of its policy ta11.J:"ds "cott-=q:.:: 

-,.wl vi 11 "l F indus try". 

1'h c 191o J:" ...!SOlution" "'1..3 in "1 n1tuc.; of 1. moJ:"1.l .:;xhoJ:"tl.-

tion ~1hich w :.s PJ:"Ob=t'Jly th·: J:'; -,.son i·rhv it did not th;r.. 

"'.ttJ:':!Ct much notic.!. :-Io.~· ;vel:', in th' follaving V21.1:', ~Zh·:d.i 

policy H 1s 1.1 -:J.de "l.n int:::lT -11 "'? -,.rt of th ~ boycott of foJ:" .. =d .:f'"'l 

cloth \-Thir:h \r1s its..::lf ·· ·'1rt of th.~ propos.=d non coop~rT~ion 

mover:\ ~ n t. 

And 1s much l.S non c8o;:>~r1.tion hiS b3::!D concciv2d 
l.S i ~c,sur of iisciplinc 1nd s.=lf Sl.crific ! ••• 

this Conqr:...:ss ijvis=~s 1doption of 3(, 1deshi in pi:'c. 
jOOds on 1. v 1st sc"l.l ~, a'"ld in 1.S much i3 th.:; ..:xistj ~1q 
mills o£ Indil. with indi~Jenous c1pit1l 1.nd contro:. io 
not m 1nt.:f-.ctur -~ suffici:::!n t y1rn •n'i suffici mt clc ···1 •••• " 

t:11s Conqr::.=ss :1dvis;_"3 i"1!1l:...;diit~ sti'11UlJ.tion o-:= .curt-··._;r 
m l.Duf 1ctur..; on 1. 1 ax J ~ Scil; by r121.ns of J:'.~viving 
htndS!.)inninq in ..::ver'{ hous..J 1.nd h1.nd v-r~1.vin'J on th.:; 
Pirt of millions of "'~•v .. :r:-s ••• 1 

Support to hindloom \· ..Jl.v.;rs bv the pJ:"ovision o= scu~ces 

of h tnd-spun y1.r:n \i l.S in this F "l.Y link ;d to th! boyc0t ~ r;f 

for: ;ign cloth "l.nd y1.r:-n, ind to th.; n;rpn.=ritin:J l.SP :cts of 

hind sDinning for 1ll s2ctions of soci~tv. 

l\lthou.Jh th2 mor:J.l content of th..: non coooer1.tion ::sol-

uti on h1d b-.; ... m cri ticis..c:d ~or:- s:; ;:dnl' "to di v~rt th _; -..;n:;rl'ies 

of th2 Congr-ess into dir:2ctions of ittiinin:J soul fore.:; ·md 

mor1l -'!XC2lL;nc.; ••• 11 there '\·' J.S i rem1r:k1bL~ r:-!sponsc to th._ 

1 t . h d . . 2 
r:~so u 1on on =tn sp1nnlnT. l!ithin 1 foul:' month peJ:"iod 

1. P • .Si ttr:-1mayy"l., 0J2._. Cit., p. 203. 

2. P. Sit"'lr:~=tyy"l., C"J. Cit., o. 205. 
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1.lmost 20 l2kh ch"lrkh'J.S htd be; m in troduc~;d -=tnd 'lbout 50 

l1.kh n,~~ Congr2ss w:mh~rs 1:1:;re ."'.'nrolled. 
1 ~,.lith all members 

0 

2.dvisr;d to boycott foreign cloth, 1. verv subst-=tnti 1l m-=trket 
. 2 

for Kh -:1di :::tnd Indi -=tn mill products could dr.::vr.::lop. 

In fqct, the~ accept1nC<") th"'lt the Kh-=tdi movem:;nt g::~.in,_,d 

is its ::1 f "'ln incLx of th ~ s tr:_,ngth of r;."'lndhi' s ide.1s within 

the COnJT8SS. In cfL,ct, it froze ·the dc~m'lnd for: mill cloth 

'lt the'.' lev ~1 :~=>r . .:v1.iling ::md 1imc~d to meet any incL~3.Se in the 

dc~m-=tnd thrOugh h1nd spinnin'1 "'l.Dd H .::J.ving. In other '•7ords, 

it w :'iS ::1n .3ttempt to shift th . .: "ltt·.mtion of the Congress 

3.\rl 'lY . from the capi t;."3.list cl.::.J.SS {:~ssentially mill Ovners) 

ta·J 3rds th<.:.! qui t'3 definitely petty bourg.::ois spinm~r s ;::1nd 

w:::"').vers. As 3 m"'ltter of fact, Indian millcwners miqht h"'..ve 

bc.'n.::f~ ted f:1r more~ from the b;'l.n on for·':iqn cloth, th"l.n 

spinners 3nd v78'3.Vers did from the Khadi movem.:mt, but this 

2. This \·las, hcwever, only potenti3.l d~;m.~md. On 
th:'.' one h"l.nd, the 20 l"l.kh ch1.r:kh'ls h'ld to b:; u2:id 
to produce the y"lrn, c:tnd on the oth:;r, Con7r -:=ss 
m~mbers, let ."l.lon:::; the public 'lt l"lr'J~, h"3.d to 
be persu"'l.ded or if necess'lry disciplined into 
th.:; use of Kh.'ldi. If tht:! d·:=mand H :3.s cc~ 3.t::;d 

'd ithout supply of y.'lrn incrr.::."J.sing, th_; result 
v,rould be pcofite.:;ring by Indi1.n mills which \.v • .:::::e 
the only other 11 author is:.:;d11 soucce of te.xtilr::s, 
On the: other h."l.Dd, the mo'h~m<~nt would quickly 
collapse if hand spun yarn 1.nd h 1.nd Hoven cloth 
found no dem3.nd, ~A7hethe r: in hous8holds spinninq. 
because of the Congl:'ess requirem<.mt, or on 1. 
commercial b1.sis. 



into ~multi cl~ss, or l . t .. +-' 1 
~t l . ..!1.St ~ mu t1 str1 1 org~nJ.SJ.._,lon. 

h1.d to 1d~i t t.h~ n ..!C2SSi ty of 1.n orq1nisud b1nd of volun:::..: :r:-s 

positiv~ sid~, 25 ;:>2r cmt of th~ funds coll~ct,Jd forth~ 

'lnd th.:~ '\! ~'1vin-J J.nd distribution of Kh~dd1.r 11 • Provinci:."_ 

p...;r- c;;nt to th; I·J:orkin! Committ,:) . ..! '11-JC J pu"1ish2d b-y th2 ·-rith-

2 
holding- of qr1.nts. 'rh~ b1.ttl:: continu2d \~·ith •hndhi's 

}(h 1di ":'OV 2ffi":l1 t. It ~v 1S m :.d.:= 1. P1Tt of th; constructi v 2 

pr-o'}Ctr:1m.._.: ·-:hich \•7 l.S intr-oduc..;d wh2n m-qss civil :lisoh~di ~nee 

1. j;_; th2 ~-t of tq! F1ct FindinJ Com~itt~2 
(H-mdloom ~nd IHlls) Gov :?r-nm ~nt of Indi 1., D'.;lhi: 

-19 4 :;:;-~T:" 

''It ;:"he Con}L ss7 r-cpr ~s mts no P•rticul 1.r community, 
no p~rticul1.r- cl;ss, no D1rticul1r- int~r-2st. It 
cl1ims to r_;pr.:s.mt 1.ll Ir.ji1.n int;r-~sts 1nd 1ll 
cl1.ss;s ••••• Abo"!; "l.ll th2 Congr•;ss r:r~pr--:~sen-!:s, in 
its .:;ss:~nc;,; th..! dumb s2mist1r-v~d millions ••• E'nt:'v 
int.;r- .;st which, in th 1 opinion of th ~ CoD1Tess ~-s 
wot:'thy of pr-otaction, h1s to subsar-v; this int;L_st, 
'lnd if th2r-e is "1 g~..muin2 r-,;1l cl1s~~ I h1v2 nc 1J.~si
t3.tion is s3vinq on b2h1lf of th; Con'1c=ss th"lt ch.::. 
Conqr2ss will s 1cri fie:= ;v ~cv in tcr- ;st for- th_; fO. 3.}:>; 

of the interest of thes; dumb m1.sses. It is, :::- -co:ninJ 
so pr-o~rossiv2ly ••• Th..! 1ll In~il. spinn;r-s AsiOCi1tion 
is finding HOt:'k for n:: 'lr-lv 50,000 Pom~n in 200: 
vill·q ~s ••• 11 G.1ndhi h:;for-2 th-~ F ;de r 1l Structur _ 
Committ..: ~ during th:3 S2cond Rou1d T1bl·~ Con~::; I:" .. nc..;, 
quotc.:;d in Sit'1r1mayV1, pp. Cit., 0p. 20-21. 

2. Sit~r-~m1yy~, ~ Cit., p. 216. 
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w 3.S r:c~P1Tced by J. pr:ogr: amme of indi vi du-ll ci vi1 disobedi2nce 

in 1922,
1 

=J.Dd l=J.t2r: th-J.t ye'lr: J3l!lnl.1-'l1 B3.j-=J.j Wl.S Put in 

ch::trgr:=:: of th.~:: dopl.r:tmcmt concer:nedwith IZh-3.di, 3.nd givc:n 2t 

budqet of 2 
Rs. 5 l 1.khs. 

Although this for:m of cono~ssio~ to Kh-=J.di \"'"iS admi t·ted, 

G.3.ndhi • s -3.'ttempts to make 1ch3.di th2 1antrepiecr~ of Congr,~ss 
.:cti vi ties .:md philosophy did not subcer;d. Ini ti l.lly, "lS 

p=J.rt of th~ compr:omise re'-ched betv1eln Gandhi, 3.nd leader-s 

of thG a,'" >j P .,<ty, the 4 ,nnq Con•Jtess m•,mb8<Ship fee <ns 

r:ep1·1c2d by the r-equir:em::nt of 2000 yards of hmd spun y-1r:n . . I 
e:;vGr:y month. 3 Havever:, the impL~m-~nt3.tion of this me3.su:-2 

t-1as ~everelv opposed, 3.nd G"lndhi ·v:Jr:t~d ·in 1925 to its - I 
becoming m alter-nJ.tivc; to the memb~::!tship fr~e. 4 The wor:Jc of 

! . 
devc~lopm::mt of kh2di V.J'lS hJ.ndc~d OV2l:'lto the All Ihdi--=J. Spinner-'s 

. t' h' h t f .·t 1 1 f th c 5 
Assoc1 J. 1on w 1c c•J.:J.S o or-m '1D 1n egr:l. P'lr-t o 2 ongress. 

By this m~qsuw enothe< signifJ;nt ch.,nge in the c'l,nc

t'~ r:- of the Congress had t 1.ken pl -:1c-~ .I G-=J.ndhi -'1PPe"1r s to h::1ve 

ceded gr-ound to pr-of<3Ssion-"'lls in the Sv! .:J.r l.j P -"'lr:-ty such -'1S 

C.R.Das andHoti1'11 Nahr:-u. 6 In otherwords, ,,rhile Gandhi 
I 

I 
1. Situr-"1m'lyya, ~., p. 236. 

I 
242. 

! 
278. 

2. Sit~l:'um3.yy~, Op~Cit., p. 

3. Si t3.1:'-3.m-3.yya, Op. Ci !·, p. 
I 

4. Sit'11:'-3.m,J.yy.l., 012_ .. Cit., pp. 284-285. 
I 

5. Si tJ.rarrny-ya, 2£'!-Si!•, pp. 288-289. 

6.- S-20 Sit"tl:'"liTll.YY"l, Op. Cit., pJ 276, where the :J.uthor
who ::ts Gqndhi • s choice for- Congr-ess Pr-,-:sidentship 
in 1939, must be consid3red C10S<3 to Gilndhi per:-SODl.1ly, 
s:ws thJ.t Gandhi 11 SUI:'r-ender8d 11 to Hoti!l.'ll Neht:'u :1nd -
C R Das just h~for-e th.~ R~lqium session of the 
Conqr-Gss in 1924. I 
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r.~m 1in;d vithin th.; Con1r:~ss 1n-:i iSSur-::;d it of continu:d 

p...:>s1nt supr;ort, both tl1roucrh his pr.;s..:;nc..:; 1nd thr-ough th_ 

constructiv2 proqr1mmc, th~ formil le1dorshiP of th~ Conqr;ss 

w >S na-1 in the hmds of th-..; urbin middle cl 1ss in':.elli ~..::nt;i 1,. 

iS op,Jos...:d to r..:;pr.::s .. mt1tiv ~s of th;; p..:;1S1ntry, Fhich i'CJu] (_~ 

prob:'"'ly hl.V..: occurr2d if G"l.ndhi h1.'1 h1.d his v.r"ly t•ith ti1.: 

spinning fr:>nc'1is.:;. 1 Cl..:'.rly, th.; b~ttl.; Lrr ov.Jr th...: :'..s3u..; 

of Hh ~th : r Con.Jr .ssm.:;n s'1o~ld i" mti fv th2ms ~1 v !S \vi th 

m2 1sur ~s such ;_s th2sc th:::y should mJ.k.~ th..::r1s ~1 v ~s int ':-._ :::.··~c-

tu1ls of th2 pe1.s1.ntry ---or v-:h::t~er th3V should voic..:; ._rr.>nds, 

in tha impl.=mcnt1.tion of •:Jhich only som:; o-f th.; ')~1Sl.Cl':•-

t-Jould b~n:fit, through th2 ci2V]lopmcnt o-f c1pit1li3t r::::: tio:::-"s 

2 of ~r-oductio!:1 ""J.nd th-:c diff0r::;nti1.tion of th,:: P2:3"lnt:-r. 

1. It is quit; trur; th"!t ~r-on 1885, t:1~ C:on'Jt:"CS3 h-d 
'1 l1.r~~ sh1r2 of its l21.d..;rshio from th..:; urb._n 
int...:lli-:Jcntsi"l. 8'1t l.t th1t ti'TI.:: it h1.d not b..:;,:::t 
'- m1.ss p1r-ty. Na1 the situ1tion ·td'.S th'lt S1ndhi' s 
pr .;s..;nc.; :nsur.2d the m 1ss ch :r >ct..; r of th..:; Congr ss 1 

11 hil2 th.::: l?Ol ici...:s follCJ.•J :d H _; C? onl V in "1 ,.... '<:: .- 4·, -.1 
form th.~ ~JolicL::s 1·1hich r::;.,.ndhi -1~::x,_nvv d v.C. ..:>: ·-1·-

r: ~rn ,yy "1 commcn ts: ( Op. Cit. 1 p. 285) 
.... -----
Th,? fJ.ct is th1t 3tvl.r'ljists /iS1.s 1.nd ~~2hru'l 
on th.; On..:'! hm:l d..:;ncunc:-.cd th3 principl ~S of 
-;,ndhi "lnd on th ~ oth..::r d2m~d:;d his lc'"ldr;:::> :OlP. 

2. Sr ::r.sci \1 1s of th_ vi3v th '1.t "0 •• it i3 to b...; r:~t:-;:': 
th1t th-..: ffi1.SS Of th-2 P21S"'J.ntry, 1lth0U1h it p:r:cr'TIS 
"ln ...;ss ;nti 1.1 function in the \I orld of production, 
dO...!S not cl :tborl.t~ its avn 1 org"'lnic' int..;ll .:ctul.lG 

" G,_ndhi's pur?os~ ~trith th2 constructiv~ p:-v··1rt:-':1!l2 
"'J.nd his 1 ':iter dis.1ppointment it his f1. il ur.; to "y:: i'1g 
>.bout "1 ch::mg2 of h ;;ut v ithin th; Con Jr~ss 'vOL::..:l 
S<:em to b<..! :1n ~tt..::r1pt to m1.ke th~ int ~llirpntsi -. 
id.::ntify with th...: 1.spir1.tions of the P·~1.s1.ntry ~s 
p2'1S >nts, Hhil...: ret l.inin J th 2i r rol-. 1s int~ lL::ct-1·11 so 
.]rl.msci 1 s commc.:;nts 1.rc in 0uinton l-io1.re 1.nd ;.2o.r:.c-r .::y 
Na-; ~11 Smith S ,l.~c':ions from th2 Prison l'~Otebooks of 
,\ntonio Sr,"'J.rns'ci\"fnt,~rnation'll Publish ~rs, N ~·~ '!o;':<:.; 
1 )7 1) , p • 6 • ·-
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Int _msi fi c1.tion of the boycott of for-eign cloth v7hich 

1ccomp1.nL;d tho civil disobedienc; mov<;m::mt ctt once sha4ed 
. 1 

. up the in 3-bili ty of kh1.di to me.-;t the; dem1.nd fot te:Xtil0S r 

R1.ndloom cloth ,,rov.:m from yl.rn produced _by 11 1.PPI:'oved 11 Indi1.n 

mills 1vas considered the "next best commoc3.ity for. p1.triotic 
'? 

ci tiz:2ns" o ~ Al thon:Jh lnnd wowing h1.d formed -=J.n intc~rJr'll 

P'lrt of thu kh-=J.di mov:m-::nt, the support given to h=tndloorn, 

i.e. cloth w ov2n by hand from mill spun y-,.rn w 1.s a fur thor 

extc:nsion to th2 support ':Jiv•:_.n to tHo m1.jor ''cott1.'Je 11 indus-

tri jS o Support to th:..; h 1.ndloom industry w 1.S signific1.nt 

not only in th.1.t VJe"l_vers w ~r2 often of subst'1.nti;'ll soci 3.1 

st1.nding,. 3 but '1.lso in th'lt the h=mdloom industry Y.l:lS in-

,;xistence J.S 1. vi.1.bl:::: industry 1.nd could pcovi·-'1.;; '- lin1-: to 

tho mod3 rn mill industry through th;:! in te rmedi =tte s t1q3· of 

4 
pa·7(~rlooms. By contr-J.st, the h1.nd spinninq industry w '3-S 

1. Gandhi vJ 1.S -ctuthorisod by the AICC to st.-1.z:-t Civil 
disobedience 1.t its Lucknav Ses.sion in September 
1929. It w 1.S inc:tugur::-3.tc;d by his m-=irch to th; SG-J. 

fz:-om S'lb"J.r::-m:=tti Ashr1m in thrch 1g30, to brc:nk the~ 
Salt l""!AT 1>1hich ret'J.incd the monopoly of s1.lt 
production v-1 ith the Gover-nment.· --
_See Sitl.r---:'J.m-3.yy1., Op.~ ~, p. 383. 

3. Sc::r; R.Aa Frqsc'J., "1·-Te'J.Vers in Pre tlodern South IndL:1", 
Economi£......3D.Q....R.oli tic"'l.l VI 2-~kl.y:, X ( 1975), 30, PPo 
1119-1122 for '1n 1ccount of the soci::tl import1nce of 

we3.ver:-s in T"lmil N-ctdU during t'h:; 1930s. 

4. In fCJ,ct the; continued axistencc of tho'? h'lndloom 
industr-y in stcength throughout th~ l1.te ninetc<~nth 
c3ntury and the first dcc1de of the u"' .mtieth c•:;n
tury may WGll be due~ to th..; di t:'r:!Ct· COnflict Of 
intcr::"sts .bc:tvJer.;n big Briti"sh "ind big Indi1.n interests 
in th.:.; textile industr:-y; . sm.1ll Indi.:1.n c.1.pi t1lists 
gainod support in the int-~r:-stic.:;s of this str-ugqlc~. 

con-t.d. o. 
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import 1nc2 w ~s irrm ms.; b .c•us:: of its 1ssoci 1tion '1 it"!-

Of cour:-s.:::, 1ft :r th2 s-w--d.2shi rnov.;r;~ :nt g1.in::c' 
gr-ound, th...; hl.n lloor'l industr:-v 1.lso Fl. in.;d n1tic·n ..,list 
sup:r;or:-t, but th • continu.!d 2xist~nc,! of this ir.dustry 
is in strikinq '::ontr 1st to th·~ dJclin.; of th·_ -.-m.:
S0inning industry in th2 nin ~t ~,;nth c::mtury. 

':!:'h; r.J"'lSIJn fOJ:' this ScJ2ffiS to b...; lJ.r:-q~ly Pith '":'~,~ 
w1y in Phich the ll.t:"':J · sc1.l: cotton t~xtil ~ in5ustry 
d~v:lop::;d in Indi1.. Altho·'qh thJ fiJ:"st mill r-d bc;.m 
~st1blish;d in 1851, 1nd by 1100 th-Jr.: •-r 2r·; 1'1-: mil::..c: 
\vi th n:; '"lrly fi v. million spin·:tl ~s for:- spinn5 nrv .,, •xn, 
th0n~ w 21:'2 only 40124 looms. Th~ conc:mtc1.tir,- ~f 
Indi:~n mills on spinnin<J r1.th.~r thin n21.Vin-::T ~- :t l. 
w~y op~n for h'lndloom ,., ~l.V.:!rs t0 1.djust t0 rtL_'. spu:1 
l.S oppos2d to loc,lly h~dspun y1rn. In feet · Ptil 
th2 First t'Torld : r 1. r, Indi '1n c.till s::_:)un v -:tr''l \·' '3S ~ i th2L' 
.:::xport.:-d to ChinJ., or \' l.S sup'Jli >d to th2 hmcP '1om 
industry for its us:;. 'I'h~ slt'Nl lt:'CHth o~ th.:; :'~1.1 
W~"lvinJ industr" 1ppe.-:1rs to h2 on 1.ccount of-~:::_ 
3~% countor-v·1ilin} ·::xcis,~ duty 11hich w l.S ::..-..!v:i..:-1 
in th;; industry t0 b~_l 1nc:.: l.D 2quiv1.l ~r.t i "'"")'Jr:-t duty 
on fot:'.:i1n clotb from 18g6 on'l.t:'ds. As th...:r·~ 1 l.S no 
i~por:-t duty on y1rn, h,.ndloams hid th...; op~ion of 
suppli:s of botl. Indi1.n 1nd for.:!ilTI y"lrn. 

It VJ'lS not until th~ Fit"'st Horld 1hr, \ .. 1h2n St'P )lies 
of foroirJn cloth u ~rc r ;duc·~d, ~nd th..:; irrtport .4uty 
t:"li~.:::d tc 7~{~ thot h1ndlooms 1.nd mills c1n2 i::1=o 
comp2 ti tion on th2 Indi 1.n cloth m"ld: ~t. Prob"~'~l y 
du~ to pr -~ssur ~ ft:"om tha Indi'ln r:1ill industt:'y '"'"ld 
~T~p,n ~s-= com:?·· ti tion, t'l.ri ff nrot,~ction w qs 2ucccs
siv~l·! incr2=J.S.3ci to 11 n~r c ~nt in 1921 1.nd 15 P2t:' 
c...;nt in 1930. In 1')26 th~ ,::!xcis~ duty on Ir>·:H ..,n 
cloth \:"l.s c.;mov~d. ;\s f"lt:' "lS th2 h1.ndloom industry 
'''as c0nc~rned, incr:~1sinJ comp2tition ft:'om mi::.l cloth 
u "'!.S ·qgr l.Vl_t d by thc:O i. -nposi tion of imnot:'t d".J.t'.· on 
for.:i~n y1rn fr''"1 1122. This m<~-;.nt th-:tt d~cr _-.sin'} 
suppli2s of mill s")un v,_rn ft"'0m Indi m mills T·' J.S 

combin2d i' i th inc c.; qsin 1 costs ·~f for. -:;:i 1'n y1;:-n. 

Bv th.2 mid t'!li rti -..s th-:; h mdloom industrv 'i:ll.S in 
JL::nt distt:" ~s3 ·md the public n )tic,~ th 1.t H 1s tlk.m 
0f this l:Jd t~; th2 form1.tion of th...; F 1 ct ::-'inc~i_r'J 
Ccmmitt ~ on t:'lnllonms e1nd I1ills in 1g4n, •1hicn ''Jo.s 
....;xp2ct2d to provid. ~ d 1 t 1 on Hhich t:' 1.tion 1.l d..:ci s ions 
=J.bout th-" futur:-; d2v:::lop~2nt of tl12 t.;xtil.~ i.r: ~ustt:'V 
could b.J b1s2d. · 
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rural cr~ft industry. 1 

In addition to the boycott of foreign cloth--from all 

sourc~s, civil disobr~dienc,O! led to a ban on specifically 

B . . h .. ~ 11 k. 0 2 Jrltls _ gooJs o~ a lnas. This w -=iS not mer:-ely an index 

of incr:-easin}ly bitter anti Br:-itish feelings. It was rather 

the r:-ealis:::1tion that except in the ca.se of textiles, Indian 

Industry was unable to meet the demand pr:-oduced by a ban on 

imports of goods from .'3.11 foreign countries. In the circums-

t1.nces, th~ choice of a selective ban fell on British goods, 

both on account of their preponder:-ence and, of cour:-se, for 

political reasons directly connectedHith civil disobedience. 3 

As a long ter:-m measure it was lo,Jical foe Gandhians to apply 

the same principle of kh1.di as a substitute for mill cloth, 

both foreiqn and Indian, to other:- products. After:- the suspen-

sion of civil disobedicmce,. this pr:-inciple ,,J as stated for:- the 

first time by the Working Committ.~e, in the cour-se of c~_ari-

fyinq· the Congress stand on Si·Jadeshi; 

1. .C\.tternpts to impr:-ove the technology of the 
charkha and thus the pcoducti vi ty and vl ages 
of workers thr:-ough the ambar ch:::1ckha pt:ogramme 
failed to put hand spinning on t·:J a viable basis. 
See the E§.£oct of !_he..:,Kha·oii 1.nd Villaqe Industries 
Comrni ttee (Gave rnment of India, Hin istr:y of Commerce, 
New Delhi, 1968), pp. 21-25. For the efforts under
taken by Gandhi to rnintroduce the mor-ibund spinning 
wheel see his An ~biogr:-aphy {Phoenix,· London:; 1949) 

. pp. 407-412. 

2. Sitar::~.mayya, Op.~__gj.t., p. 398. 

3. Sitaramayya, .Q2.2__<2_it., p. 363. 
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':'he :·~orkin'1 Committe~ is of opinion th1.t the 
1.ctivities of Congress orqanis~tions rel~ting 
to ~radcshi shall be r~strictad to us8ful arti
cles ~~nufac~ured in India throu1h cottaJe and 
oth.:!r sm-=.1ll industri?s v'h ich r1r: in need of 
pooul-=.1r rd.ucation for their support, c:tnd which 
l•ill acc~pt th2 '}uid•nce of Con]ress org~nisations 
in r:=gul<J.tinl'} pric2s and in th= rnttnl:' of the '-v'3.q2S 
and w~lfare of l1.bouc unc1er their control.. 

~he statem2nt is irnport1.nt not onlv ~or Pxtendinq 

Congr-ess sup,9ort ::rom hand sninnin'J "'lnd v-reavin] to oth=r 

products, but '11 so for including industr:- ies ,.,here w -1g2 

labour V-=.!.S employed in othc=r '.vor:-ds to e~xly CJ.Pitllis-~ 

forms of industry. This would appear to b2 th2 result. -y;: 

earli2l:' suppor:-t given to th2 handloom industry, aw:n '·'>::. 

handloom c:loth t,IJ.S ,.,oven from mill s::?un y~rn. Handloor:-~s 

wer:e operat,-:d not only by inlivid.uals \·lith the help of 

w a Je l=.b0'1r :1nd ei th.~ r already VJ cr~-, or 'J era on th ~ "~Y 

ta-1ards b~cominq fully small c~pit'3.lists. 2 

to 3.ccept Congr3ss guid1.ncr! or:- not, th:;y vJere not th~ sc'::t of 

units tQ m...:et Hi t"!-1 G ·mdhi' s 1.PDrov1.l. This definition, the 

first to m'lk3 usn of G3.ndhi1n inspired sympathi·;s for- a quit-= 

different sort of industriql unit 3.nd sociJ.l str3.tum, is 

prob-=.1bly 1.n exampl.2 of th...: ,, 1-y in Hhich Gandhi beg1.n incr:-e1.s-

ingly to f~2l th 1t tha Conrress "'1.S o·rying solely liD s:rvic::: 

1. Sit1r:-1m1yy1, 2R~it., p. 576. 

2. Se3 th ~ B.ru2or:t_ _ _Q_f.,_ __ th::! ..K..1ct FindillJ._~omrni t tee 
(H1.ndlooms 1nd Mills) p. 71, 72, 76, 78 for:
soci 1.1 r:el.,_t ion ships v-1 i thin the l·hndloom 
industr:-v. 
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Jco his ide1.ls. 1 His ~.vithdl:'1.W1.l from for:-m1.l positions of 

1.uthor-ity in th>2 Congress "·''lS follaved by th2 '2m'3rgence of 

thr:; All Indi".l Spinner-s }~ssoci "ltion in 1925 •. His r:-esiqn.1.tion 
. I 

fl:'om even the prirn".ry membership of the ConJr:-ess .v-r 1.s folla-.'ed 
. . 

'by the institution o£ the All India Vill1.ge Industrir~s .. \sso-

ciqtion in 1934.
2 

Tbr~ import"lnCe of :.::-oth tht~se institutions w '1S not 

limited to .th:-2 2f£2ct th,_:;y had on dev~:.=loping 1. mass ch1.r:-·1cter 

within the Congr-ess. They wac~ to Pl"ly an equally import'l.nt 

p~r:-t in br-inging to the notice of or-thodox economists and 

pl3.nner-s, th1.t .:1 sector:- existed ,.rhich not only r8quir-ed 

planned help, but could in principl'-~ become 1.n -=tr-m of th~" 

strategy of d:2velopment. It is unlikely, for inst·"1-1CC::, :::,:3.t 

the National Planning Committee would h~w~ h'ld a speci'"""·: 

subcommi ttec? on Rur-:1.1 and Cottage~ Industries h:'ld it not been 

for the ne=trly 20 yaar- CJ.dvoc"3.cv, firstly of ln.ndspinning and 

1'3_ter- of othr2r hand industry by th:~ .\.I.S.A. and A.I.V.I.A.-

From th3.t point on·1 ards it v:r as recoqnis2d with v:1rying dc:qrees 

of sinc.2ri ty, th-3.t the small commodity '3.nd e-1.rly capi t:'llist 

fot:"ms of industt:"y would h:~ve not only to h2 protectGd tht:"Ough 

Stat::; "3.ction, but their contribution to ~mployment .::lnd outpu·t 

in the economy incre:::tsad on an absolute if not l:':::!l~tivG b'3.sis. 

1. Sf:;e his statement m"ld,:= from t·Tardha in September 
1939 rc~produced in Sita.ramayya, Op. Cit., pp. 57CJ-586. 
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VI.3 (-;overnment Initi1.tiv<-=s 

G.qndhi' s conc2rn h-:d b2en to integr1.t,; the peas1ntry 

VJ i th th; : 1.tirm1.l ist novemc:n t by "both emph "':J.Sinq h -ctnd spinr:i::1g 

3.S '3. sp1.r:e tim.; occup:ttion, 1.nd by inv0lvin1 tr. ~ urb1n 2iuc1.ted 

m"!mb:::rs of the Conqr,~ss in s:;;>inniTI>J as 1 m:::.=J.ns of le1ding t't;~..,, 

to ic1..2r.tify 1:h~ms:;lves vrith the rx~"1S1.r..t W'lY of life.
1 

In 

1.ddition, during both th2 non coop~r:ttion mov:r1::nt :md ci'til 

disobedL:::nc ..:., c'llls h1.d b::;,;n m1.d2 to 1.ll middl ! cl1.ss sect '.QDS, 

stud;nts 1ni prof...:ssion 1.ls in P3.rticul 1.r, to .::tb::mdon d1::i:::-

Stud2nts "' e r-: 1. P'lrtic<:-ll.rl v cruci 1.l s ~qm ~nt whose 

sup~:.>or:t \•71.S souqht both by th::; N-=J.tion'3.list rnov:m:mt md :t•r 

th,.= Gov ~rnment, for th:.:;y form2d th2 pool from Hhich r- :9r._s ~n-

t-1.tiv::;s of th..; int2lli'J:ntsi'1 1-rould emr::rgc:, ani in "l mo .. ·~ 

of the Nation1list mov~m2nt, the Government w1.s ubl2 to 

provide th~ lur-.:: of jobs, thouqh on 1. v:::ry li'1lited sc-=J.l2. 

Thus th3 -=J.PP-21.1 in this c 1Sc v-r.::ts directed ta·T 1r-ds in::lividu-1.lisrr 

and th: d2v.::l0pm:::nt of support for- th<~ Government b1.s-::d on ::tn 

<:H 3.renr:!SS of th.! pr-i vil~q . .! that h ·1d b.~en -:ri v•:::n to the indi vidu 3.L 

The di1.m2tric1lly oppos~d D"':ltur~ of thes~ "lPPe'llS Has in its::::lf 

a n~flection of t:1::: ~)otenti'llly "1Dt1gonistic n'ltur-e of t:1e 

r:i v,_l forces. 

1. Sitqram1.-fY"l., On. Cit 01 pp. 579-586. 
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:1nd working class issues wer ~ frequc:ntly th3 subj:~ct of 

Conqress discussions :1nd resolutions, these issu,::s wet:",:; 

never: fot:"mulrJ.ted in such .~ v1:1y 3.S to le:J.d to cL.~"lr cut 

de:cisions· Fhich were FJ.nti" C"lpitrJ.list, or v-rholeheartedly 

;'l.nti-feud.:J.l in n :1ture. Thus ths mass charact;; I::' of the 

.conqressW-:J.S nev2r cL::arly focussed in a socialistic dit:"~oction, 

=md the n:=ttionalist movement rem'lined "" i thin the bounds of 

Concern over the aff(:cts of urb3.n 0~duc:1ted un·::;mploym,;nt 

" 1 arose as early as 1924 in 0engal. This provincP h3d been in 

th,; forefront of the S-v.radeshi movem::nt in the '~=tt::'ly ye.:-s.rs of 

the century, and fears of the effects of continugd urb2n 

unc~mployment must h l.Vr~ bc:en P:lt:"ticul"lrly stronq "I i th m::;rr.o::-ios 

of the 11 degeneration 11 of that mow~m-:nt into t;~rcor:ism sti .. ll 

2 strong. 'rhe Commi tte2 · 3PPoinb.-~d by th.:! Bengal L~-:qislat~1re 

1. See, tht: ~2£..C?_ft q_f the (~_9vernm,_:nt of Beng.§.1 
Unemplovl!!.~nt ~g_l;!:l.:_rv Committss (Calcutta~ 1924). 

2. For an account of th,~ S\-1 adeshi Movem ;nt in Beng:J.l 
se·: Sumit Sl.rk.=tt:" 1 'S book by th'lt n3.me (Peoples Publi
shing House;, l·h:;v; D::lhi:1973). Some of the t:"em~rks 
Sarkar m.::tk:"s in tracing the d<;genet:"ation of this 
movement from 1905 to F3 08 3r e of importance in 
understJ.nding Gi'J_ndhi' s l:ttet:" success~ 

Thr~y !:=iccounts of th:: &.N ad,-;shi movem.:.:nt7 le-l.ve 
unansWet:"ed -'l.nd even -unasked th;; crucial qu:::stion 
as to •vhy 1905 was succeeded by 1908, why tech
niques of open mass str:uqgle (meetinoJS 3.nd dc.~rnons
trations, boycott of foreiqn goods :1nd scl1ools, 
'passive r2sistance' 'anticiP'lting' much.of Gi'l.ndhism, 
labour unions and strikes) had to qi ve pl ~C<? so 
quickly to methods of individu~l terror • 

• • • But SHaraj was never transl1.ted into concrete 
bre~d and butter· terms for the ma~ses, or inta
gratGd with any re'11 Peas1.nt programme; nor could 
th'~ 3:-Jadeshi le.1.ders despite sincerr~ effor-ts 
develop like G;=J.ndhi an idiom., or s_tyle of poli
tie-'11 c:l.Ctivi ty ''rhich could efft::!Ctively br-idqr~ 
the elite mass q1.p. p. 3. 
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pointed out th:tt:: 

••• '~; consid~r th~t th~ solution of thP. ~roblPm 
of un2mploymP.nt depends to "i laxq'= degree on t:he 
economic d9v~lopment of the country br in·Jiw:r with 
it better arrang9ments for s~nit3tion an1 mare 
nodern metho~s of cultivation all otuhichvTill 
incr:~1.se th~ d9man:J. ~or tr:-aine:i men C'lPabl~ of 
rn<'lkin J and r8Pai ring si'1lplP. n'lc":!in~rv. .,:t is 
obvious that the dev2lopment of rur:-al industries 
the 'lP?lic1.tion of moder:n labour s1.vinJ rachiner:y--
throu?hout :3enqal would 3.bsor:-b "i 1 ar:-je n1:mber of 
men of the 3hi'ldralok class equioped1vli th a Hill 
to apoly themselves to this obj2ct. 

Thr2e year:-s later th~ urgent political r:-~quirements of 

measures taken to increase ~mploym~nt opportuni tiP.s '-Te r'3 

sharply defined; 

The existence of an incr-easing class of the com11Uni':? 
suoer:-ior in education and intP.lli~enc'3 to the m~sse3, 
but without occupation and discontented, unemploy.:d 
and 1.s a result of idleness quickly to bPcome unerr.- · 
playable, constitutes for the state an .~conomic loss 
and-political danger:-. Public opinion rightly attact.es 
'1luch if'lportanc-==

2 
to the qu2stion and dem:1nis actior. by 

th~ Government. 

Inspi te of the strong lanqua'Je used in the reoort, it 

was clear that not much had been done by the mid 1930s • 

. . . ~:e are not pr ~Pared to adrni t that the problem 
of unemployment among the educ1.te:J. cl~sses h1.s be2n 
as seriously dealt ,.,ith as it should have been, 
havin~ regard not merelv to economic consid~rations 
but also to the political re1.ctions of un~mulovment 
upon the general situation in thP country.3 -

1. ~?rnm2r!.~- o'.: Bel"!:<Iiil,_l2_~;J.oY!'lent Engy.iry Co!!!.:nl:.~tee, 
p. 19. 

2. Paragraph 15 of the United Provinces Comrr.i ttee on 
Educated Unem?loyed (1927) quoted in Report of_the 
Unerr~ploy:ment Comrnittce, United .::>rovinces, 193~, 
(All 'lhabad : 1936), p. 19. 

3. Report of th; Unemplovment Committee, United 
Provinc~s, 1g35, p. 18. 
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The pt:"oblem was that industt:"ial dev~lopment t:"AquiJ:ed 

not only the aPPlication of fiscal pr-otection, but subs-

tantial investment by the State, and a co·mmon argument by 

1 
th•.? Gover-nment was the constraint of lack of resour-ceso 

.~1 tho.uqh it was implicitly recognis :3d by the same official 

committees that the lack of t:"esout:"ces 11 :J.S due to the imperL'3.l 

drain out of the countt:"y, clear-ly thet:"e v1er .:: paverful fot:'e:::s 

oper.::J.tinq in favour of the existing situation, and for tlF:S'~ 

forces, the political consequences of .-;ducated une1.nployment 

wet:"e not a sufficient l:"3ason for changing the mett:"opolitan

colony t:"elationshipo 2 

The balance of forc:::s favour-ing no subst-=:tnti-=:tl chan-.:;e 

in indus trial policy was t:"eflect<-::d in the official pr-iority 

giv2n t) th2 wor-k of the Depat:"tm2nt of Indust['ieso 3 A Central 

Depat:"tment had been est3.blished in 1905, and had bc~e:::-J. f:JlJ:c:Med 

by Provincial D'::!Partrnen ts in the United Provinces and Hadras o 

FollOt-7 ing the t:"eport or:: the Indian Industrial Commission, 

further- organisations were institutr~d in other Provinces, 

and the new constitutional ar-Tan')ement followin? the 1919 

1~ The; following Par:agr aphs hav·2 dra~·m heavily fror:~ 
A.K .. Bagchi, Private Investment in India, 190G-193q 
(Univet:"sity Press, ~mbr-idg~ ; 197i). -

2 o ''Vl'heneve r the existing laws are such th"lt an incre3.s::; 
in. the I•Jeal th pro:iuced in the country does not vield. 
a corresponding increase in public revenues then we 
are ernphaticallv of opinion that such la~tJS should be 
.amended immediately". Report of the Government of 
B~_g;1_l_ Enouir;:y_ commi tt2e;-p-;--~- --- -·-
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r- 2 -t:on'l.s m':l.de Industr-y a Pr-ovincial subj~ct, which should 

th2 Dep.'3.r-tmc:nts. Ha:1 ev; r-, al thour:rh th:; t;;chnical st :tf ", 

of si;lcer-ity 3nd dr-iv;;, v;rv little b~yond the develo·Jment 

of model sch3mr~s 1.nd industr-i~l sur-vP.VS app~"ir-s to h'!.v:~ 

2m~!:'g~d fr-om th.; 20 vears c.f ·poJ:'k from l'H9 to the outbl:':;d'z 

of the S~cond Wo!:'ld ~lar- in 193~. 1 ~ha infr-~str-uctul:'e ~or-

the Depar-tments i·l ~s cn~"lted dur- inq- this per-iod but C~. co:nD:ax 

of for-c~s extel:'n~l to the D;;p~J:"tments ensur-ed th:tt thay c7Uld 

do li ttlP. to ini ti ::J.tr:; signi fic:mt industt:"i alis "ttion. 2 

official atti tud;;s tcwat:'ds encoul:'aqing the rrr-av th of industl:'y, 

b . 1 1 d J 1 l 3 ' 1 '.._..._! f tl oth a!:-::p; sc 3. ~ an sm3. _ SC'l_G. •· J.uu.n 1. y0 J.l:" o .1e o-~ .::-

break of th~ 1.' ar-, in October- 1940, a conf:= r-."nce o-': I:"'~Pt:"es ~n-

1. Ib~l. It is import1nt, in tP.J:'P1S of our- ill:'f'JUm :mt i.n 
lata!:' chaptel:'s to note that accol:'ding to the F:tc~ 

Finding Committee (Handlooms and l•iills), the held 
of capital, wheth2r- m2r-ch<1nt OJ:' industr-ial, l.PP~al:'ed 
to h1.ve consolidat~d itself substantially in th;; 
Handloom industr-y in the p ~r:iod folla.; ing the !:' .!pol:'t 
of t~; Indian Industl:'iC~.l Commission in 1913. 

2. 12 y2:t!:'S aft2r- the Bengal Com.nitt.~e had rapoi:'"C...!d., 
th~ U .1?. Committe:.; 'd as sent det 3ils o~ 4 de:.lo:-u-
tr:"l.tion Pal:'ties dec.ling v.lith (a) jute waavin.'J ~:Jd 

\·JOOl vla:tving (b) umbr-ell."l. m:tking (c) brilSS and 'lJ~ll 
m~tal m3nufacture (d) cutlery mJ.nufactuc~ (e) ~~tter-y 
m1.nufactur-e (f) boot -=!.nd shoe m"l.'l(ing (g) soap rr:-:::·Tu
factuc~. Upto 1935 -=!.':lout 800 per-sons had b:; m t.J:"aino::d, 
of whom 'lt lei:3.St 150 had star:t~d small industr:i.U ·units 
employing 3 OJ:' 4 Per-sons. 

S<'"~ Repor-t of the 'C'nPmJ?loym8nt Committ~-:;, Unit;-C:. 
Pr-ovinces, pp. 13-11. 

3. S2~ D K l1alhotr-a, !l,~vL::"'rl of Indian :?isc"ll Polic-y: 
(P'..lblished by the Author: Lahot:"3 : 1'143), pp. fi3--64. 
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ta.tivF~S of the countries of th~ British Empira "East vC Su,~z" 
·,·• 

o:E v.ra.r. r3quired. goods. The East.~r-n Group Supply Cou~~ci~L 

v1hich dev::loped fron< thes.:~ discussions was rc~quir,-;d to pJ..=Jce 

orders on count::-i .-:s '1-7 ithin the gr'oup ::J.ccoL"ding to avo.ilabili ty 

of the it~m and str '1tegic corisid2I:"ations. 

bv membars of th2 Council th"lt th~I:"P would bi'" no discr:imin-,.t.ion 

• 1 • d • T d' 1 
. aga1nst goo•s ma -~ 1n ~n 1a. 

In August 1942 a conf,::;umce of State and Provincial 

I:"epresentatives of the~ Dep?-I:"tments of Industry H 35 held :i.:r!. 

ord<':!I:' sp:~cifical1y to consider measures foi:" the deve1opm.:nt 

f 11 1 .. d t . 2 o sma _ sc~ e 1n us-rles. A list of items 1-·1hich coulC:. be 

PL"o)uoed by such units V>7l.S dra1vn up -'3.nd 25 p2r cent of o:.ders 

we!:":! .rese rv3d fol:' supp1 ics fi:"om these sourcr;s. Sp;;ci fie 

agencies v·Iel:'e set up in thco Provinces a.nd Stab~s to ~I:'g3nis2 

small industries for this pui:"pose. By the closinq sjc.aqes of 

the war, small cnpitalists wer::; a c;cognis~d and ir'l:~.~ ::..~~::..:..:.bl:..: 

gtoup for vJhom ::~.id ag2ncies had h3en dev:~lo.ped. 3 

______ ...... ______ _ 

1. Ibid. 

2. D K Halhotr.a, Review of Indian Fiscal Policv, 
(Published by th~;--;ut110!?7-Lahore: 1943J -.pp-:··71-72. 

3 •. Ibid. See also tpe First and.S8 cond Reports on 
Re_g£n.§..~ru~_tj..9n Pl@.lling (Government of Indi·a;-· .. 
Reconstruction Committee"of Council, Delhi:1944). 
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T .1ble VI .1 ----------
Indi 1, -----

- - - - - -- - - - - - - - - - -- - - - - - - - - - - - - - -
YG"il: liumbcr of Enterprises :·Iumb-~r of ~lorkers ('OC'.J) 

- - - - - - - - - - - - - - - - - - - - -· -
\ll Small C'l ."-1.11 Sm 'lll O/ 

,~ ' > 

~nt.:;r- Ent~r- :_;n te r- Snter-
priscs priS"?S prises pris.~s 

- - - - - - - - - - - - - - - - - - - -
1 )1 7(b) 4827 538 11.1 1238.4 12.9 1.0 

1q~g 7729 1354 17.5 1647.C 31-.2 2.1 

1g39 gq73 1571 17.6 2 086.9 50.8 2.4 

1q47(c) 11061 ?'190 25.0 26q0.6 83.4 3. 1 

- - - - - - - - - - - -
Notes: 

"i) Smqll 2nt·3 r:-pris2s al:'2 thos.; th ~t employ b2-tw .:;,:m 20 
and 30 qorkers on "'ln 'lV3r:- 1ge. 

Offici"ll d1t.=1 provides merely q listinq of -~ll r::eqi::tcn.:d 
cnt3rpris::3 vlith their :1v_r=1q2 d"'lily 2mplovrn:mt. ~sum
mary t1.bl2 provid ~s fiqun-'s for:- th:~ tot1l numb~r:- ot .nte r
pr::is.:!s ·m:::I of work;.;rs. To o':)tqin th~ size distribu'::~.on 
of ~ntcrprises, it is n.:c~ssary to identify t~os...; units 
coming v•ithin 1 i)"lrticul:lr size r::3.nqe from the consolid'lt . .:;d 
list of "111 1:2gist2r~d ent::rpr::ises. For th~ number of 
:!Dt2rDris.:!S ::;rnploying b:::-t::v•con 20 "ln:::l 30 Hor::kers, F2 h:1v:: 
therefor...; depend2d on Shirokov' s h70rk 'iS 1 sourc.~. 

Th2 numb2r of -..rorkcrs dr-:;not2s the sum of th:: qv:rag:: 
d1ily :;muloyment in each ;nterpris~ which pr-ovides 
2mploym2nt d1ta. D~ta for:- th2 years 1g17, 1g2q qnd 
Fl39 is collect_:d on thf::> b"lsis of r::e:]istrations und :r 
th,~ Indi:m Factori...;s .\ct of. 1111. In 1929 and 1q30, 
this ~ct qs modi fi 2 d by \ct II of 19 2 2 ,.r "lS :lPPl i c "1bl3. 
The 1q47 fi1ur2s ~r2 b~s...;d on th2 Indi~n F~ctori2s \ct 
of 1934. ':::'h:! chm J~S in th2 -~ct ~r-2 not lik:;ly to 1'3.V' 
any disccrn1bL~ ~:'f..:ct "lS th:; m1jor:: criter-ion bv vl·.ich 
enter~ris ~s bec1mc subj:!ct to the Ar:t (usc~ of :>a1cr 1.nd 
emplo'{'-1 mt of 20 rrr mor.::! ,,rork...;rs on any HOrkinj d::ry) 
w ~s cornr:~on throu JhOut this perio:i. 
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WlhiL; the Act covers enterprises employing 20 or: mora 
~·ror:kGr:s on 3DY '"or:kin) day, th; published figuL'S 
provid:~ :1verag<.:~ d3.ily employment. From 1'129 on·1 ards, 
'~nt2rPr:ises employing less than 20 \<VOt:ker:s on th; 
~1Y:L£.};.g ''!c.-ore .~xcl1ided fr:om th.-; published fi'}ures" 'l'hc: 
figur ~s for 1917 are, thar,~for:c;, not str: ictl y comp~l_r,,_bL3 

with l3.ter d"l.ta. 

All fi~res include data from the princely Indian 
St'lti'~s- dGp;nding ;'on th2 information th"l.t·- is avClil'lbl:::.a 

b) The· 1917 data includes a ..;st-'lblishments of suffici·.-:!nt 
industr:iaf import~ncc; Gxclucbd from the .'>.ct to the 
ext,~rtt th:::tt' inform3tion is :::3v~ilablc;." 'rhey GXcludo 
·;nterprises su::Jj :;,:::t to thc Indian l1in:s Act, '~l:;ctri .. 
city generating :md tr-ansformin'J st-=J.tions, indiqo 
f3.ctot:'ios, and f=tctories situ"l.ted on und 2xclusively 
us::;d foJ:" tea d.nd coffe2 Pl3.nt:Jtions. The fi,JUr<~s 
for cotton gins r:-cfer s in tl-w published 1 '1 17 d:=Ita to 
the 1918-lq P~r:-iod. 

Similar details are not available for later years in 
the official pvblic.ations. 

'rhc~ 1917 figurqs include .. mterprises within Bunrn. 
As ::t point of r:-ef:e:r.;nce, in 1929 there H:;rr; in 'lll, 
819 ent.erpris~::s in Burma out of 3. total of 8548 (9~ 6~0, 
and 95848 VJOrkers OUt of a_ total of 1742860 (5.5%)" 

c) Th~ 1947 data r:-ef~r to the post partition situatio·1, 
The 'E:tbL~ the r.3fo!:'e, 'dOUld be likely to underestiml.\-.; 
the 'J(CN7 th during the 19 39-1 J47 period; ::J.nd the fi·;urcs 
for the; r-elative proportions bv numbers of small ::.:..':.er:
prises, and of Horkers in these '~nterpris.r.:;s, mJ.y ::tlso 
be affected. 

Source:: 

Governm<-=nt of India, Department of Statistics, L3.rq-:; 
I:qdustri'll Est~:Ol_ishments in Indi"t (C,1lcutta, 1926;·: 

Government of Indi::J., Dt:p,.,rtment of Commr;r:-cial IntG'-~-i

qenc,; 3nd St:J.tistics, Lar-gq__:f_J2.du~tri_al EstC'lbli~hm.2_'2..~~ 
in India._12..£2 (Calcutt-3., 1932) • . 

Gover-nment of India, I·1inistry of L3.bour, L::tbour Buc~au 
Large Indus.triJ.l Estetblishment§__in_!_ndi1 1947 (D:~lhi, 
1952). . ' 

·ci.K. Shirokov) Ingl!§.!:f.i"l.li§.at~_?._n of Indi2 (Pr:oqu~ssr 
Hoscalll -: 1973 , p._19o · 
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T:=tblo VI. 2 -----------

SH."\fU OF :1. ~.NL:? ~\C-:::'uR ING IlJCOl E OF SM,'\LL SC.'~B S.2CTOR ( :l) 

1910-1911 

1'120-1121 

1'130-1931 

1140-1941 

1946-1947 

·rot "11 :11.nuf l.C
tur:-ing income 
(r;. ::-~illion) 

Income fr-om 
sm:1ll SCl.le 

s :!ctor 
(r·~. million) 

Prop0r:-tion 
'I ,., 

- - - - - - - - - - - - -
1549 1251 80.7 

2135 1565 73.3 

2066 1337 1'34.7 

3212 2233 61.5 

371-2 1163 52.5 

4115 1142 47.2 

Source.: 3. Sivl.subr:-:1moni3.n "Incorn2 from the 
Second1.r:-y S 3ctor in Indi~, 1900-19·17" 
Indi"ln ~conomic 1n:::1 Soci ~1 History 
R,~vi~z--<xrv;-·4), 1977. -------

Not~s: {~) Sm~ll sc1.l2 sector in Tqble VI.2 
r:-ef2rs to units '.vhich w2r2 3xempt 
from th2 Fqctori3s ~ct, i.e. em?loy2d 
less th,_n 20 wor:-k2rs with pa-1er, cr 
did not use pa·Ter:-. Unlike the l1.r:-12r 
' .. mi ts ;mplovin'1 20 to 30 wor-kers Hhich 
~onstitut;d th~ S'"'"ll.ll units in Tl.ble 
'ii. 1, thes 2 1ppe 1.r to hqve lost !Jt:"OU:1d. 
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The compr-omise beuvaen the ur!Jent milit"lry needs for-

incr-el.Sed industr-i.:::ll diver-sific.'ltion, 'lnd offici.3.l h~sitancy 

in encour-"l.gin'J industr-i l.l gr-av th in b"l.sic industries, seems 

to h l.V2 led., in f ::J.Ct, to Offici 'll Support me."J.SU!:"8S fO[" 

t.echnolog-icl.lly simple~ snnll sc1.~2, industries., 
1 

··The 

.- L. Al thouqh L3.lhotc1 2£..?-_gi to pr:-ob.1.bly bl.sing himsc~lf 
on offici-3.1 r-ele.l.ses is optimistic 7.bout the ,,, ar-time 
potenti::J.l for- Industr:i3l gr-a,rth, l. sur-vey, bv Kate 

· ·· -- Hi tchell, '1 Indi!' s Economic Pot<2ntii1.l "· in Pi3.cific 
Aff3.ir-s (XV) ( 1942) 1, shows the extc;nt ofthe-~ 
untl.PP;d r-csour-c:..:s avail -=tble in Indi?l for such 
gra,rtho Simi.LJxly .:\ndre\.-J J Gr:-7.jdanzev in "Indi'l' s 
t-\V.:.Htime Economic Difficul ti.-~s" in P0.cific Z'-l.ff--=ti r: s 
(XVI) ( 1943), 2, is sceptic:J.l of the terms on '\r.7hich 

H 3.r time economic l.dv-=tnce took pl "!Ce. \·J .. 1di l. '3.nd 
I1erchant in Our: Economic Pr-oblem (Vor:"l, Bomb-=ty; :1..957) 
point out th'3.t the cl:"l.im of th2-Secr:etary of St1te 
for India in a br:oadcast in-1940 about Indi"l soon 
being self sufficient in milit~r:-y suppli2s to the 
extent of 90 per- cent of her:· c~auir:-ements r-eff~r:-red 
to 11 clothing, small .J.mmunition, 'foodstuffs, b~nts 
'3.nd blankets" (po 430) o 

Tha most obvious example of offici 'll (Gover-nmr:;nt of 
India) concer-n 3.bout developing smi3.ll scale industry 

. 'iS opposed to lar:g2 scJ.lG industcy lir3S in the for-
m3.tion of the F1.ct Finding Committee on Handlooms 
and Mills, in 1941. The preamble to the Resolution 
constituting th:e Committee mentions the need to 
reconcile thG conflicting intc:r,~sts of the ·h=:mdloom 
and mill industr-ies v•rhich'h"ld "been r'3.is,od mor-e th::m 
once :J.t the Industries Confer-ence" o The fin'3.l te!:'m 
of rr:::feL:~nc~~ of the Committee is signific3.nt. 

In Pl.rticular, to investigatr3 ha--1 fl.r an 
enactment prohibiting th<3 mills from usi::q· 
yarns of la-1 counts w oul :1 help the h-l.ndloom 
industr-y in maint-l.ining its production. 

It would s2em str:mg,~ th.3.t precisely undro r vl ar-time 
conditions, with gn::>1tly incr-e7.s:~::l dem"lnd for- =.1ll 
types of cotton pL~c:~ goods, th~3 Government of Indi"l 
should become conscious of the ne~d to protect h"lnd
looms 1.gainst mills competition. It would seem a 
n~-=tson::tble supposition, th·-tt v?ith the <~XPer-ience of 
the rapid J.ccumul =.1tion 1.nd gr:-aJr th in s trengh of 
Indian industrial C"lpit."llism dur-ing the; fir-st vJoLld 

vJ ::tr-, the Government w -CJ.S concer-ne'l 3.bout th~ groHth 
of the~ Indi'3.n mill industr-y thr-ough the ::lGstr-uction 
of handloom production. "The tHo w 'irS helped the 
mill in::lustry in Indi::t to exp:md to its present size". 
Re£Q.U of..Jihe T:,xtile_§.Dguir-v Committee, p. 6o 
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-:tcco·.1P"'lnyin 1 t 1bl..;s pr-ovide some evidenc.~ o-f qr-a·T th, "'ln -:i 

industr-i ~s, 1nd th.:dt:" 0·7H.2t:'S '- soci 11 1r:oup ,,,hos ~ int::n: .:!Sts 

" ..... C')'":'l"lC ll ~I 

produc ~t:'S on t11~ on: hl.nJ, l.n::i l .. JiSll.tive support to srt.'ill 

C"l.Pit:tlists on th; other:, H-~r-:~ both motivl.t:d bv the hiah lovel 

o~ un ;'1lploym..;nt thouqh tr. ~ n 1tur:; of th2 unemPloyment ,., -:..3 

au-:tlit1tiv:lv diff.3r .. mt, of course. This H"!.S in .:;ss.:;nc .. -, 

1. I:' 2fl ;ction o-f th.:; st "l.g; of ~·JOI:'ld historicl.l evoh:-.t ior... ~n 

\•I or~dn·1 cl 1ss mov Jmen t in ;>'1rticul1r, md id J "lS 1brmt t'h ~ 

w el::: 1rc st "l.tc ir... Jun2t:'il, w r'-.! suf+:: ici<~ntlv pew..; r- "'ul to ..!nSut:"e 

th1t th..; kind of d·3stitution Hhich "lCComP:tni2-i industri-,' is1.'::.i0n 

1. Th::: Fisc"l.l Commis3i0n D'Jint·~d out in 1C)50 th1t: 

In m0st of these /sm1ll sc1.le7 industries, 
th-:! propr:ictors, ~r -~ middL~ cl "iSS pcopl..; 
who h'lVC h2d 1dequ1t.3 Pr"lctic"'ll tr1ining 
in th..; conduct of th: i r businc!ss, 1nd "l.r ~ 
f1mil:L -:tr vr i th th2 technic1l proc sses ·')f 
th2 industri0s. ,\s ,_ sourx:e of ;t"'\plovm:.;nt 
to the middl .. cl.=:l.SS p.!Ople the soci 'li impo::
t"Jnce of th2s2 industr-i:s is out of 1ll 
pro")ortion to th ,;i r r0l "lti v.; str ·nqth in t~'L: 

industri'll s,~ctor, 1nd Pe f2 ;l th"l.t th~ St1t2 
should t.'3.kc sp,~ci 1l inter ..;st in their promotio!i 
3.Dd OOVclopm~nt. 

R.Port of th~ Fisc1l Co~mission 1~11-50~ 
Vollime 1,- (.;oV'ernment -:>f Indi1., 1\-~~ Delhi; 
1950) p. 112. 
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It was th~.::n n'?C<:'!Ss;qry to include sp:2cific employ-· 

m'2n t gener:J.tion pr:-ogr 1.mmes in the; g?nectl sch3tn<:~ .of develoP-

ment, · 1nd qiven the existing inabili tv of 1qricul turr~ or- th0 

terti.1.r:-y s,-::ctocs to gen:~r:1tt::· very m-=tny jobs, recnur:-se h1.d to 

be mJ.de to focms of industry other thtn l0.rgc~ f1ctor:-i'::s. 

L B R'N-:o.v'"-lr in his J.r-ticle oh ~~Ehsic .. "l.ttitucL~s to.·!1.r.ds ./ 
Economic Pl"l.nning in Incli1." .'\.siJ_n· Surv..f'~· XI (1171), 
·9, points 01..1.t th"l.t thc= 1ttitude of FICCI tavards 
cott.1ge ·md Sm'1.ll Sc=tle industric::s '''iS the foll<JYJin')-: 

••• tha FICCI stl:'onglv opposed the r-ole 1llotted to 
Small Sc--=ile and cot t~g':: industr-ies lin the Second 
Five Ye"lr- Pl"ln7 by the r~over:-nment in the·pr:-ocluc'cion 
of consumer g~ods. It r-efused to be par:-suidBd bv 
any sentiment on behalf of vill1.ge industries qnd 
brought in history 1S witn<::ss for- the inevit-:-ibL; 
,~limin1tion of vill'1ge industries. If the 2limin1.tion 
of vill~12 industri?s r:-~sult~d in unemplovment, the 
FICCI felt th;t such technoloqic1l unemployment. :·is 
only .:t sh0rt ter-m phenomenon~~. 

On the other- hmd Sh'1nmukh:m Chetty, th.~ fir-st 
Fin-:mce l"linister J.fter:- indr2pendenc2 1.nd who h'1d 
.br2::~n intr:-oducc::d to businr~ss le:tder-s by SC1rd1.r- Pu.C.el 
as "one of their o:-'rn 11 pointr~d out in :~ st~ite.7i,:::l" c. 
to the Indian I1er:-chxnts Ch1mbrer in 1947; 

I ~-'ill not be ::1 p"lr-ty t0 r1ny policy of taxation 
th.J.t will discouL"'lq'~ priv1.t2 entar:-pr:-isa. H.:-:tv~_ng 
st '1h~d in cJ.tegor:- ic'll terms my 0:1 n fa.i th in 'chis 
m."J.tb2r-, I v-.:ould appr~-=>,1 to thO! so-c,"J.lled C:'l:;:>it'llists 
th:'l.t \·Thil':o our policy ''ill br; so sh'1ped .'}S to 
give full scops for- priVJ.t'" :~nterprise J.nd P'='iv-=tte 
investment, th~y mu$t reconcile thems=lves to J. 
regime of St3te contr-ol. The world has long 
pJ.ssad that stJ.qe of fr-ee competitive econc~7 
·in v.1hich the" investor- h.J.d J.n unr-estrict<?d ,J.nd 
open fi ~ld to do v.rh "l.t h,.:; lik3d. The economy of 
the moder-n wor-ld is :t contr-olled econ0my. You 
must ther-efore r-econcile vours::::lf to this f-'1Ct 
th1t in the n2W eCOnomiC set Up Of the ioTOJ:'ld you 
c:1nnot ssc1.pe st'OJ.te control o 

See the acticle "Indep;.:oncl2nce Linqs th':: ch1nges 1
' 

in FICCI, Golden Jubil.-::.~ Speci "11 Supplement in 
'C1l2 !.:i!:!l~.--g_t._ _ =!;p dJ..:'i, N ~'' Delhi, 21::±= 19 7 7 o 



232 

VI.4 Conclusions 

In this Ch ~:>tar:-, w c h ·w;:; :!X'lmin,~d the v-1 "1Y in whic~. or. 

import 1.nt -,_spr::ct of G l.nr:L,_i "1n ide0loqv, of supp0r:-t to the 

villl.q~ cr1.ftsrn~n, Wl.S tr:-"1nsf~r:-r:-c~ vi1. the constructive 

Congr ;ss. Of course, in thr; :::roc.~ss, the concc~Pt of the 

type of produc2r •vho dl~s:;rv~d SUP?Or:-t chiDJ.;d, from ch1.t of 

tr:-1.Jition<l vill~qa craftsr"cn to "1 mor; 1.m0rphous vill1.12 "lrtd 

sm1.ll sc1.l~ industry. HoN".;Vcr, if cef,r.;nc3 could no'~~ 0; 

m'ld..:; to ucb"!.n sm1.ll sc'lle units, J.nd ev~m to th'lt subcl1.ss 

of s·:nll units vrhic~1 used W"!.ge l"lbour, it "lPP2":J.r:d. fran the 

cont,~xt in whic:1 discussion took pl1c2 th 1.t thr :::c f"lc ~ts of 

such units 'oJ .::r -~ _;)r~sumcd in discussion. Firstly, th-..t t'1ough 

l1bour m1 th~ units vJcr,~ therefor:-~ household units in the 

S':!i1S2 of t:--1 ~ Indi"'ln Census ri2finition which w.; h1.v2 m-=tc'.:::: us,~ 

of in Ch1.Ptec I, and discuss J.g1.in in Ch-=tPter VIII. Sec""'ndly, 

thJ.t th; sm1.ll units m1.d2 use of si~ple technology to rn1kc 

products of cv2ryd1y us~, cv;n if tltr~se pco1ucts wer 2 not 

th:! tc:~dition1.1 ones m1de by th.::: indiq::mous vill-=tg~ PP1:Jn.c ~r. 

."\nd thicdly, follcwinrr from the point of the si'Ylple t·~c·.no::.-')1'[ 

in us; in such units, itw.'ls pcesumed th-=tt e1.ch sm1.ll t:nit 

vr 1S opcr1.t2d by l. "smJ.ll person" with limited me :1ns. This 

pcesumption "1PPe "3.red VJ.li::l for thr:!rr:: did not "1PPe.:tr tCl b::: "'l.ny 

t:'2"3.Son t0 suppos:c: th-=J.t l"l.rge sc.-=J.le industr:-i1.list3 VTOuld be 

interested in inv2stiwr in units with l~J lev2ls of tcc:--.noloJY, 

wh~n moe..:; pcofi t "3.blc '1.r.e "lS w:::; J:","! open to th.;m. 



,233 

Th2 point then is th1t whil2 th,~ mor.-o or-thodox of the; 

G:mdhi"lns might h"lv:~ dis:tg.r.-r_o~d vvith the interpret,.tion giv<:!n 

by th'c: Congress, ;;.t le:J.st ::tfter the N-"ltion:J.l Pl"lnning Committ,-=e' s 

deliber~tions, to sm1ll 3nd vill1ga industry, it retl.in~d the 

spirit of }3.ndhi"ln concern for th; L~ss pcwerful an:J. poorer:-

s ;ction's of society. v;Ve v,1ould, in f1ct, 3.r:gue that the· dilution 

of th~ origin"ll focus of ·h.ndhi:tn COD.<;:ern, H"l.S neceSS3l:'Y if it 

w "l.S to fit in vr ith the ::=!ssenti 1lly C"lPit"llist welf"lre st·1b=:! 

"lPPro'l.ch of th.:; H "ltion"'ll Pl"lnning Commi tb;e docum-.:mts t"lkcn '1S 

a vJhol2. It is in the Ch"lpt~r th"lt follows, in v-rhich WG 

eX"l.mim~ th.::: cont:;n t of Sm:tll Industries Pol icy in the post 

indapendenc.~ period thJ.t w..::: find th"l.t the spirit of G:tndhism 

is forgo·tt2n, l"ll:'g,_;ly due~ to tho; compulsions .of "- C3.Pit:tlist 

dev,~loPm·~nt str:"!.t2gy. 

\!!2 h'lv::; ::1lso, in this Chapter, d2scribed th.3 gra·rth of 

offici :tl institutions in the sphere of iw.lu::; LL 1-::J.l d,::·, -J~of;mcnt, 

and th_~· grav th of consciousn.as5 about sm"lll industry within 

th2 officL1l administr.:J.tive machinery. Thr~ impetus for· this, 

of course, did not come from -Gandhian .thinkin·1, but from the 

politic3.l compulsions stGmming from the dGm::1nds of thG educat2d 

un,:;mploy:~d. As we h3.v2 dsscribed in this Ch."lpter, lr.trger 

economic 'lnd politicl.l forces did not alla.v 2ffective work 

to be done in this are"l; but c:;rtainly· it is tru,~ that 'Lhrough 

thGSG influences, the in:lep2ndent Governm.;n t of Indi;J. w 3.S 

prescmt2d i-1 i th a S8t of i'nsti tutions sui t"lble to 3. gr<:"l.ter 

or lesser ext::;nt to its devt=lopmcn tal purposes. 

*'k * ** ,~:-:. 



CH,"\P':'ER VI I 

THE SN.\LL SC.\LE INDUSTRIES POLICY 2\ND THE 

.3TRX ... :2GY OF C.~IT,-\LIST DSVELOPHENT -------- -- ------··~--- -----------

VII. 1 Introduction 

In the study of the process of lli:velop~ent of offi~~al 

polic-J t<Xl::trds "small sc1le industry 11
, the c1se of the cotton 

textile industry is particularly v~luable. 

in Ch~pter III, the textile industrv included ~lo~ost every 

for~ of capitalist soci~l organis3tion, from t~e most qdvancsd 

larq2 scale factory, to the svstem of simple cooperatio~ of 

individu3l producers under the aegis of the c~pit~lis~. In 

f~ct, Ch3pter IV h~d sha-1n th'lt it :::1lso ret':lined ~x~r:1oles of 

St:'.-=111 commodity producers, 1.nd evP.n of d0r:1estic or natu~~::.. 

oroduction for householi use; that is to S"lV, of pre-c1.pi~~list 

production rel~tions. 

This mul tistructural n:::1ture of the textile industrv "' qs 

acc~n tu'lted by the relJ.ti vely gre~ter economic and social 

::>rCY:linsnc~ of the l~ss adv.::1.nced, or la-:er stt-uctur3s as 

cor:~pai:-ed to the case of other industries. For this reason, 

~11 major politic~l interests, whether in control of State 

pa1er or not, were required to elabor~te their position on the 

role to be pl 1.yed by e:::lch distinct structure in the cour:se of 

cqpi t~list econoMic development. Thus \-Je vTO<Jld arque th1.t the 

~pproach of the Con::]Tess, both 3.S the leader of the ns,.tiona 1 :i ·,-: 

'1\0Vement, ::1nd l1.ter 3.S controllec of the ~)olitic:~.l le'~c:::::; of 
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State paver-, was to integr-ate the economic inter-ests of 

var-ious capitalist str-ata and the petty bour:-geoisengaged 

in the textile industr-y into the Pt:'Oposed plans of economic 

development; and that attempts after- independence to r-etain 

the suppor-t of the str:-at:t of commodity Pt:'oducer:-s, and avners 

of manually operated capit"'l.list enter-prises' in genet:'al, can 

be ex:tmined most easily in the example of the textile industry. 
' 

v·J7h'1t m3.kes the exer-cise importJ.nt for our put:'pose, of 

course, is the extension of the support given by way, for' 

ex."'l.mPle, of reser-vation of i terns for production in handloom 

and small pawerloom establishments within the textile industry. 

to "small sc.:tle 11 1mi ts in other industries. This took place 

even in: cases \vhere small units m.ay not h:tve been in existence 

in that industry to any aPPt:'eciable extant. Further-, suppor~ 

for- the moder-nisation of obsolete forms of capitalist and 

precapitalist structures in the textile industry led to the 

introduction of similar measures for modernisation and capita-· 

liSt development in other industr-ies~ 

In Chapter VI, we have dealt ~,,r i th the development of this 

Principle within the NJ.tionalist movement -- the extension of./ 

suppor-t fr:-om the defunct hmd spinning industr:-y, to -the decay-

ing village crafts in gener:-al; and had pointed out that due to 

the exigencies of the independence str:-uggle,suppot:'t had besn 

extended to capit"'l.list units in the handloom industr:-y, :tnd 

hence to units using wage labour in other industt:'ies. 
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In this ChJ.pter, wewish to ex=J.mine thc\v"!V in\vhich 

the s2t of m2J.sures for the modernis"!tion of sm=J.ll sc1le 

units -- the Sm"!ll Industri~s Policy -- b=c"l.me =J.n integral 

component of the n"!tional affort tavJ.rds cJ.pitJ.list dav3-

lopm::mt. This took pl ""lCe, \·Je believ<~, by the process of 

intGrJ.ction beoveen the specific persp .. ~ctive l1.id out for 

th:= t2xtile industry, which served J.S 3. concr.::!t.= exJ.mple, 

and the combinJ.tion of c~ther nebulous f"J.ctors v1hich tve hJ.ve 

discussed in Ch1pter V J.nd VI. 

\'IJe will ther3fore st1.rt by d~:::!scribing the perspective 

set out for- the textiL~ industry, wher 3 1n offici 1.1 ccnmittee 

hJ.d m1.de th~ logic of th.~ me"l.sures they proposed quite cl'3ar. 

H'e Hill then move on to th3 consider1.tion of th·~ and results 

of the interJ.ction of for-ces identifi2d in Ch1.pt.:=r-s V and VI; 

th.= cre1tion of J. c3.tegory of sm3.ll enter-?rises Hhich v.1ere 

defined in J. negJ.tive H1Y by thair- exclusion from requlJ.tO~f 

maJ.sur-es; "l.nd the institution of ~ series of pr-omotionJ.l 

~gencies to cncour-ag~ the growth of these enterpr-ises through 

a series of pr-omotionJ.l progrJ.mmes. 

vle will sh~: th"it the nev1 conception of sm=J.ll enterpr-ises 

defined in this J.dministr1tive mJ.nner, r=J.ther th1.n by the 

inclusion of specific industries which had been the earlier 

pr=J.ctice, hJ.d J.n operJ.tionJ.l VJ.liditv. This l1.y in the f1ct 

of the sociJ.l J.nd economic bonjs betwe=n the J.ctu1l producers 

in tradition'J.l industries, "!nd the merch'llts "l.nd u.surers who 

formed the 11 middl.3men 11
• For- while thnse bonds prev"::!nted the 
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o;vclopm..;nt of the~ p:or;Lucers into c"'lpit.=tlist in·:lustr:i_....,:;_::_sts. 

:. combin:1tion of circumstanc,~s J.lso pc::ventc~d i:he laL~C: seal~ 

conversion of th;:: merch"J.nts and usur-er-s to moder-n ind.LJ..:::.;,nc:vl 

c""l.pitqlists. Tr:-adition""l.l manuf".lctur-ing activity could n<.Jt-

in gen(~r.J.l, therc~fore, serve:: as :1 sour-er~ for- modern c.·:c,l;_t~t:St" 

for pr:omotionJ.l progr<:lmmes in J. more gener:1l m-q_nn,~r:. 

In the fin""l.l P1.rt of th:~ Ch:tpter:, HF~ "'l.n"'l.lyse th2 J.ogic / 

of the objc~ctives of sm.J.ll sc"lle unit dev<::lopment, 1.8 s~t cru..t" 

both in th:.; Second and Third Fi v8 Ye qr: Pl::~.ns, "'l.nd i-:1 tr~:::· ;_;56 

Industri '3.1 Policy Resolution. \'l e shcx-v th.J.t by t.he <?. :1r:: -,-· 1'CO

-:.he policy tCNJ J.rds sm"'l.ll sc.qle u.ni ts in gc:;ncc3.l vl 3..'3 cJ.cSt.l:!) 

p3.r:'lllel with the policy tcw:1.rds t·l-)c:-::! sm.J.L~_er unitE' ::.n the 

textile industry which h.J.d been 21 J.bOJ:".).tad .J.lm'Js-t ·c;0:·" y-t.a" 

previously. This amounted to pro·t,:;ction to sm'1ll f:J.ct.:):rt':~.S 

vis-· "-'~.-vis 1 "l.rge f=tcto.ry production, :3.nc. implicit :>ccep~-:~nce 

of the destruction of precapi tc:>.list production in ·::-.he course. 

of cr:=J.PitaliSt dev:::lopmant. Our position is, therefoc:,. ~ 

by the end of the Third Five Year Pl':m, offici"ll po'.:'-cy \A;til.S 

qu.ite clear ==1.bout the objective of sm'lll sc=tle unit pr:~ · 

These deeper, and implicit, objt::ctives 1r1er.2 th~~ cr~e~~..t:-idn.. 

of a cl::tss of small c::tPi t'llists, .:1nd the extension of tne kOWW\e. 

m:::>rket for Indi:m industry, by the dev~lopment of '!;::h2 l'llacf~:~~tl 

.:treas. Both th:O)SG objectiv2s cJ.n·be qu,J.ntifL;d ir. ter:III'\S of

the concepts we developsd in Ch3.pt~rs I .:~.nd II, .')_n:l. in tile 

Ch:tPters th3.t follow vJ::= will provide d"l.t'l to me'1sur:c tft.:e. 

success of the policy. 
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structuc2s in th.= t-.:;xtiL~ industry h'ld b3qun in 1951. This 

includ2d 'l diff2r2nti~t2d s~ries of ffi2'lSUC2S to pcotact t~~ 

h'lndloom ~nd paver-loom s~ctors fr-om competition by th3 

org1nis2d mill industr-y. Eff2ctiv21-r, th~ 3t~t.~ r2cognisf"'·d 

th~ following distinct structur-es; 

T3.11le VII. 1 

STRUCTLRE OF TE).:"'2JLE INDUSTR-.£ IN 1 g5 3 

'l·r.orker s 
Employ~d 

(1'153) 

1. H'1.ndlo0r:l '1.nd pa·w r:- 15, 00, 000 
loorr. units with 
upto 5 loo;ns 

?coduction 
(Nillion y1.rds) 

1,400 

2. PON;?cloom units SO, 000 200 
\·' i th mor-2 th'1.n 
5 looms 

3. Spinning '1.nd 7,50,000 4,8ro 
ccmposit~ mills 

C<~S2 rv~d for the pew e r:loom sector ~s 1 whol ~. ::::n ~ddi t io:.1. 1: _ =- • 

the h'1.ndloom 1.nd th-2 PONerloom S2ctor w '1.8 fn::e of ~xcis 3 cu::y 

'1.nd fr:ow. Pr:ice '1!1d distribution contl:'ol. On tlt· oth:; r h~nd, 

thf~re \v ere~ ffi21.SUC ~S to control th2 graN th of n ~· "JOW,~r learn 'Ur ~ ts. 
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=rnd VJ c::.s "'l.Sksd to unde rt~k~ 

••• a compc::hsnsive cmquiry •.•• with -"1. vi~w to 
securing order-ly dc~v,,::lopmc;nt of "3.11 th<.:: three 
s 2ctors in ths gener'll inte r.2sts of th'~ community 
"'l.S :t whol::;. 1 

On th.::: b~sis of th.s surv ~y.s und-~ r.t l.]<cm by it, '1nd th.: 

dcvelopm::=n t. Ess ~n ti J.lly this l -:1y in 1. ph"'l.S'.=d improv,~m::::nt 

of th.= hl.ndlooms on the one h J.nd, 1.nd 1.dV1.nc•-:;s in the lJ.rge 

scl.le pONeJ:"loom units using more th"'l.n 50 looms on the o 1::::Ier 

o o. there will ultim-"J.tely b2 only tx.TO sectors, n:~.m::;ly 
the h :tndloom-cum-improved h "'l.ridJ.oo:n-cum dom8stic-cum
sm"'l.ll scale pe»Jer:loom industry 1.nd th:; 2 1'1rgc~ sc,qlc:: 
po:r er:-loom-cum-orgetnised mill industr-y. 

In this vision th2re is the beginnings of et moe:; 1Jc:;:.1cr"J.l 

l.Ppr:-oach to the; developm,::nt of c.=rpi t.'1list pro:iuction. Th3 

~ro sectors '1re essenti"l.lly those of '111 forms of precl.Pit~li~t 

production as well 3S C"tPi t:1list pr-oduction in m1.nUf3ct.or:;_ -:.;c:; 

-=rnd smc:1ll. f'1ctor-ies on the on.? hJ.nd; ~nd 1"1-rg•~ sc1.le f"tctor.y 

pr-oduction on the other:-. The l.Ssumption Nl.S th=rt th.2 focmsr 

C'ltegory would in the course of time emer-ge '1S a homcgcmec-us 

body consisting solely of sm,xll £-:1ctor ir:;s, the other: hetrcq.:;-

neous for:ms either r~vol ving to f'1ctorv pr:oduction, or: bc~in::r 

destr:oyed by competition fr:om other: units within the s~m~ 

c3tegor:yo 

1. Gove r:nment of Indi."'l., Hinist r:y of Comme r-6:; :tnd 
~~~~~1r:'{, l~g~o~t of t!h:; Te:~tj._l~-~r.~gg_iry__Commi t~,~~~-

2 • Ibid, p o 9 • 
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In other ~Jords, it W"lS 1.ssumed ".:h1t if co'TIP<2tition 

bet1een l1.rqe "'l.nd smJ.ll sc-tl:: fJ.ctory production could be 
.,) 

prevented through d-:;m:u::-c1tion 1nd r.;scrv:tion of i t-,ms of 

p;_ry'J.uction, th.; n""ttUt:'tl -,n:J. spont"'l.w-~ous l 'lt'S of cl.Pit""llist 

co'11pctition 1.nd ri~v<!lopm...cnt ~·Jould 1-~J.d to th.; r1issolution 

o+: 1c--·T<2t:' forms of produ~t~on, -md the steJ.d'r ryra-v th of 

It is tho ~)ur~ose of the sections th :1t foll~·, in t'1is 

Ch1pt2r to sho.-r th..: t--roc:ss by Hhich this persp :ctiv~, expli-

citly set out in th.-3 Cl..S2 of the textile industry, w1.s r'~"lchod 

VII.3 Th~ Consolid1tion of nf Sm"lll Sc1le Cn~~s 

~ Th: Indi1n stt:'1t~gy of economic d:v3lopnent h1:l be:n 

of the First Five Y21.r Pl1.n, J.nd th:3 P1.SSJ.ge of th..= :=nd: .. :scl""i -.J 

D.::v ~lo-r:>ment 1nd Requl J.tion \ct ( IDRl\). 1 The Fiv2 Y::'lr ?l·1n 

sugq·~st;d pro :rr J.mm2s of industri '11 d 3Velopm ~n t in 'lddi tion 

to progr<..mm,3s in 1gt:'iculture, soci1l s~rvices 1.nd he1.:th, 

whil:~ IDR.~ d~fin • ..:d th3 typ....= of industri ~l unit T:Jhich 1-·culd b__; 

subj.~ct to St1.tc cbntrol, 1nd the 1.1-::thods of contr-ol to r-.e 

ex.::rcised. 

1. P2 defin~ the! ,_}lcm2nts of 1n economic str'lt:3yy '13 

follavs: identi..':ic1tion of existinr; struc".:ur;s in 
which 'TI""'ll1Uf1..ctur-ing :ctivit'r is t"l~in J ?l1c2 (~·Jblic, 
l1rge scJ.le priv1.tc c-1:;Jit1.list, sm1ll c:1pit1.lis::, 
1.nd the various ?r2c1.pit'1list s__;ctors) :id:ntif~-~~irL 
of corrtrno:ii ty conposi tion of indus tr::- i.., l output i..-':. '1.. 

sp~cifi...}d futur! d,te; 'lnd m::"lsur ~s to ;;:nsnr-e thTt 
the str-uctur::::s r-~spond inw-,_ys to b~ in J. ?osition 
to m:;,]t the: requir:-_}d d2rr:l.nd forth..= commojitie?. 
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' 
The Act 1-ctid do:vn th'lt all industJ:i~l undert"lkiWJS 

comin9 Hi thin spr::;cific industry gr:oups, "'lnd tv i th ::1. labour 

for:cr:; 1 :1rg•.:; r th ~n .:'J. sp.~cific;d minimum lv oul d. nr::Jed, by "1 

p:Hticul-=tr d"l.tG, to r:egister thems:::lv;s l'llith "ln 'lgency 

not.ifi~d by the Gov:;rnment. A- propos·1.l to GSt::tblish a ncv.r 

und,:; r t'lkin'1 within the:: "sch2dulr::Jd11 industry, to relocl.tc.; J.n 

Pl"lns ,,10Uld require th;; :Permission of the Government in t"L~ 

form of -:1n industri-=-,,1 licc:;ns.::;. Th2 r:ole of the Govermr::.r:oc 

vis-'1-vis the priv::tte s::;ctor vT·1s in this form m:tde c;xplicit, 

the:: lOrJiC of the Indi-=tn industri "l.l dev,~lopmGnt str,"J.tegy; :fo;~ 

not only did it prescribe th2 typr::; of industri .. ll unit v.Tr:icL 

'came under it.s purvL~v', but 1lso defined by r::;~clusion, "' 

including small c.::tpit'llist f::tctor:ic9 

by our definition which \·7 er ·8 fre:::! of the lic:;ns ing r:-;:cou-

1 'ltions. 

Th3 Fisc::tl Commission h3.d m:~.de :1. m"ljor conceptul.l "'dv·:,_-1::,:~ 

in distinquishinq bei:ltJ::;r;n cottage industries -=tnd Sm'lll r;c;~_ . .:; 

units on th3 'V!:l'J2 l:~.bour crit2r:ion, ::1nd the rel"l.tionship .be·t·· 

/\. cott::J.g; industry is thus on~ which is c1rr-ied 
on wholly or prim-=trily \,7 i th the help of members 
of th'2 f'lmily, eith2r ,_s ::t vJhole or 'l p:trt-tim2 
occup!ltion. A sm'l.ll sc:J.le industry, on the other 
h:tnd, is one which is op:=r-:tb;d m"linly 1-1 ith hiced 
1 ::1bour, usu.:'llly 10 to 50 h1.nds. 1 · 

1. Govc; rnment of Indi -=J., Rc:;port of thst...,;~:iscal 
·Commission, (Nav DGlhl;-T950), pp. 99-100.· 
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·)cv·~ loor.1 m t 1nd R .. :qul 1.tion .\c t ex~mpt.;d units crnT)lovin1 less 

ox !m?t .~d s~ctor c-:tmco to b_; \:no.-rn 1.s th ~ S!'1l.l1 sc'\lt~ s;~cto:::-

- . 1 of t~r.tory unlts. 

H 1.Pid c1pi t3.1 1.ccumul 1tion r .qui r:d coor Jin 1t. ~d 1ction 

of pl1nning, h1.d 1-~d to the form1tion of th~ Pll.nn:.ng Cor:mis-

siO'l 1.nd to th~ Fiv..:; Y)1r P11n. Simill.rly, t~·; q . .:n:2r:1.l 

::tccc:pt,ncc: of the: n ~2d foe contro1linq si'1I1i fic1nt 1.ct:Lv:.ti :>S 

?1 "lns for- the .:l~v !lopm2nt of this s ~ctor-. ,-\ si"1i1 '1[ his toric1l 

continuity ~xist..::d iS fl.r 1s the "totu11 content of th..:; d~v;;-

·11.d bc....:n 2Sttblish..:d in 1'147 to d~v:lop cott""l<J · industri"1 

't 2 Unl c;. In 1952 the bo1rd H 1.s sp1i t in to 3 s':p1.r1 t.: bo1.r ds 

1. Fr-om the proc .;..;dinqs of th: d2b1.t2 in th;.; Lok 
S1bh-,_ on ~DR;, it is cl.-..,r th"!.t th? 11 ::...:;.c~rr~pt2d 
s ~ctol:'" "1.s 2St1blis:-:~d not b~c"tUS2 P1.1:' li ,_m,.;nt 
cont'lincd rcpr~scnt1.tiv~s of 1. sm1ll C'lPit'llist 
cl1.ss v.1ho wer: 'X "Uinl' fol:' fr.~.=do:-r'l o:E oper:-1.tion 
for th~ir constitu~nts. R1thel:' the pl;;1. C"l"le on 
the b1.sis of th~ 'tdministr"'ttive infcl.sibili-:y of 
r .=·;:rul "\tin<; .srn1.l~. units - in oth:=r l.·rords this H 1.s 
'lnoth..;r- ..::xl.m')1_e of th2 sm1ll c1.Pi t 'llis ts T1ining 
support on tn; b1sis of the: diSl.1Te-:=r'1::nt bct:l-Jee:-1 
th..; L~ft wing of th.; Pc!tty boul:''J20is nho H 1nted 
strict r:-cqul1tion, if not n'ltion'llisl.tion, of th2 
priv1t~ s~ctoc -=md th2 l:'i?ht v.Ting, l1.r'J~ly ['.3pr.e
scnting l1I:'ge C'lPi t1list inter-2sts. S ~; th: 1:' 2pcrts 
of th; d...::b1.tc in £1I:'li1.mcnt of Indil., ?l.rli.::tm..;nt.'lry 
Dcb1t~~, P~~t II, 12-10-1951, ~olumn 4767. 

2. 'I'h,~ Cott1'}<': Industr-i~s Bo'i.~d \Jl.S est.l.blish2d on thG 
b~sis of th2 recomm2nd1tions of th~ Industri1l Con
fec~nc,~ h~ld in D.~c,,rnb8~ 1947 in ::~.r D~lhi. 
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rasponsible for Khadi .~nd Vill1.ge Indust:ric~s, I-f'l.ndicr::o.ft:s .. 

'"ind H'l.ndlooms. The ::\11 Indi 1. Spinn::::rs .\ssoci 1.tion, 'l.nd t'>)-

\11 Indi1. Vill'lgG IndustrLos \.ssoci"ltion were "lm'l.lg'C.m~t:~d 

. outcomr:o of the irnmedi ::1te post '·'.' 'l.r H 1ndloom bo:cird 'l.nd th~ 
1 

st'1ndinr; H3ndloom Committ,~G of th~ Cott:~.qe Industries Bo::1·.-cl. ~ 

VII. 4 The Problems Inher;~nt to C1.Pit1list --- -------- -------- -- --~-------

D2velopment of Tr'l.dition'll Industry ----------- -- ----------- --------

Th ~ strategy of economic dew:.lopment irnplici t in ·tn:.:o ./ 

model. This impl ir.:~d not only the strr:;nqth=:ning of th; ::. Ci:"<;:::: 

sc"!lc~ private S<)ctor, but :J.lso the dev~lopm:;nt of C'lPit::tl::..st-. 

rel==ttions of production ,., i thin :tcti vi ties involving the ~- 'l.rgc 

mass of th2 p<.2op1e. In the C·l.Se ·of the h'1ndloom indus+::-:-y, 

th,:. 'rextiL~ Enquiry Commi tt,~e h -:td, 'is ""-~ h1ve seen, m "!d~~ t,h is 

specialis<.::d ct:'afts, and policies ,,rGre fot:'mul"l.ted by th2 

Handicrafts Board to :-:;nsure th.3.t th:) expr:;rtis•:. availabl:2 

:1mong craftsmen Has ret :tined. "'\s we h"l.ve se,~n from th;.c: 

-3.nalysis of Chapter III, a gt:'av th in the d,?!m:tnd for handi-

crA.fts ~.vould most probably have strength::;ned th<.~ accumulat i_ons 

of merchant capit:1.l, without necessJ.rily le::tding to th..= gr::~,vt-n 

of capitalist Pt:'oduction in th .. ~se h.:mdicrafts. HCMTever, jn 

1. The F3ct Finding Committr:~,= (Hqndlooms 3.nd i'1ills) 
n~portin9 in 1942 hild sugqest~d the fot:"mqtion o:C 
su6h 1. perm'lnent bo3.rd. 



th2 c3S2 of both th..; h qndloom ir. 'ius try, 'ln:l o-f h 'lndicr ·1ft3-

th..:! probl ~::1s cf both incre.'lsing th ~ out~ut of the in1"L'.'=>~:ry, 

not insup; r'lbL· • 

. \':tis =J.n 1n j sr.11ll co~"1')ii ty ~:.-roduct ion Pr~domin 1 t3::l, usu 3.11 y 

subordin1t2 to both ~..:sur'-'r 1nd rn3rchl.nt c-=J.Pit"ll. \lith tl-).: 

clos.;C.. Of course; c.:J.pitl.list dev;lopm-;nt W"lS not in 1.ny c~se; 

Ev2n l.:! "ving 1sid..; for th:..! rr.cm ~::1 t qu2stions such '1S 

wh ..!the r th; ccrr:posi tion of t~ ~ out•.)ut of th ~ tr 'ldi tion"'l 

in th; d2v..!lo·.Jm2'1t of vill-:~gc industries. For if th: -~ncorn~ 

1. Th.:! philosophic b'lsis o-E th..! S'1n:Jhi 1.ns' support 
to vill '1.02 cr .:"!.e:sn.;:1 in th: post ind ;?2r-.ct..mc•; 
p~riod is b2st illustr.::tt .. ;d bv th~ r ;oort of th.:c 
K=J.rVL' Committe;. S,-:; • Gov2rn·,1cmt of Indi 1, Pl:tn
ning Commission, Rcoort of th~ Vill1. 1(! 1n:J Srrt3.=-:;_ 
3c 1.1C Industr i::?S n--;-cor. :1 Fi vn. Yn.::lr~'ln) Com'Tif·: C2 -: 
T:; .3-1 n=lhi, -19ssl-_--- ---- ·- -- ·-
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:trom these tr =J.di tion=J.l occupations w 3.S to be "3. re.J.son 1.Dlc:. 

th,~ m=tdcet,· or in other words, evolve from speci:tlised cO\Trru-

ni ty workers to commodity producers. Ivl"lrke ting of the co~-no· .. 

di ti :!S would n::;ed to takr:; Pl"lc o through coop2ra ti v:~ outL:;V_, 

which, in turn, would h-1ve PlJ.ced the vill1.go produc8rs :tC:: "" 

group in 3. position of opposition to th'" merch1.nt and <J.su:: . .::c 

1
. 1 

3 lte. 

L To support our contention, \-·le m:ty ?XJ.minc~ th:; 
results of a National S"lmP12 Survey conduct,;d 
durinq 1968-1969 C:tbout 10 y:;:3.rs ~~ter) on 
cSt:lblishrrL;nts which 11\lere both sm-:lller th-m 
rGgisterod f"lctories =tnd not o:oer1ted on a 
proprietorship or P":J.rtner'811ip b"l.sis. Th:; 
survey shoJed th-:lt this •:;ssc;nti'lllv cooper-:ltive 
sectnr exist2d in very r"l.re cas:;s. I:-1 rur"ll 
araas 9 cases per 100 vill'lges were found 
while in urb~n areas ther~ wer-~ 19 c:tses per 
100 blocks (an ~ven sm"l.ller number). It 
should h~ not.::d that th:.~se fi:::rur•:;s ref,~r to 
m::muf:1cture, tr.=J.de 'l.nd tr-;1nsport, :tnd the::! 
fr-equency of manuf1.ctur-ing ,_;st1.blishments alon..; 
1:10uld be; still 10\vet:. 

In fact, in 1. tot=tl of nearly 17,000 vi~lages 
and over- 101 000 ut:b::1n blocks in the survey, 
only 864 sample units in :tll coulj, be found, 
out of which 466 or- over 50 per c:::nt W<~t:e 
t2xtil:.; based units; in th;:; r-ural =:tJ:"ei'iS 401 
out of 659 (over 60"/a) of the units '''er'~ textiL~ 
b1.sed. Government of India, N."J.tional S.3.mp}_e 
Survey 0 rganisatj_on, Tabl ::!S vr i th notes on 
non-hous;;;hold sm-:tll sc'1le m~nuf.:1cturc; ~ N3S 

. iJo •. 2~6, (Delhi:: 1977). 
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IYh-..t w"'!s .-~lsc cl..~~rly controV12rsi1.l "15 th_ m.Jtnods 

bv '·Thich d ~rr.1.nd for th..:!S-.3! rur"\1 units '' 1.s to ir.cr,~J.s ~. ?ot 

this to h ._:Jp,m, - sp,;cif ic sh 1.r 2 of th2 m 1rk.;t would h 1ve 

h•d to b.' r.::s~rv.:! 1 for such units, 1nd m ::tho . .J.s d~vis ~d bv 

whic:h th.-' qoods could b_ tr1nsported ":J.nd ra1rk<~t :?ri in "'1[2"1S 

wh._!r._ substmti'11 ::l..;m,nd 1r0s.:. Th;s.: nnrk~tin-=J ch1nn.!ls 

l•!OUld, YJl.in, pr ;sum1bly h""J.v; ::J.~c~n conp ::!r 1ti v...; in n 1.tur.:; 1.nC! 

\o·:oulc1 not h-.v....! b2..::n vi"'!bl._: in ~ Cl[)it1list ;cov:my unl~!SS 

t:l ~y 'J<.;r.: -:tssur..::d Of s ;cur._, outL!ts. 

Both these me3.sur<:!s involved 3. clear att"'ld( on the othP.::

·1or..:.n "'ltin 1 economic and social interest -- th 3-t of lazg0 

in dust r i =11 is ts. For i"1 contmon proJ.uction pro".jr:-arn'7te i. 2. 

:::-eser:-v'3.tio::1 of items for cottage industr-y ;)r:-oduction, i::: 

.... ~-Fo.ctive, i-JOuld have eaten into the gro·' in 1 m-=iSS ':13.r·-<et 

which Has pr-ecisely the m:1jor attr:-3.ction of poli tis3.l in:J.e

::::>end·;nce and economic grar.>th for- th.~ l1.rge industri 3.1 ists 

in the country. 

?h8 point cruci~l to the further dev~lopmo.nt of our 

'3.CJ'-"'11';::1t, ho·1ever, is that while 3. common production pr:-oqr'lmme 

cc·lld in principle be intr:oduced through executive act~.on, 

an-:1 defended b-J executive interests which s '!-1 this defence 

as their purpos'"'!, the cooper:-:=1tive movement "'':J.S a political 

rnov~ment and could not be pr:o jected by officials. ."\1 though 

T T Kcishnamq~hari, the Hinister for C0'111"'1erce ::1nd. Industry 

ai-J.Pe;:J.red to b; 3.g-'linst +..he form.::1tion of r:lD extension 8A ::-"ice, 

•·rh::.c"'l Hould h.::1ve been necess.:J.ry for ::tny official ''3.ttemc·: 3t 



247 

the gra-1th of the cooperative movement, on the gr:-ounds o:E ·---the resources this would require, he was prob.ably well 

?J:N ar:-e of the political dimensions of the problem. 
1 

Under the circumst:"J.nces, the problem for the capi t"ll:i_:":t 

state was to prise effective control of the development of 

sm 3 11 sc:1le pr:-oduction aw a.y from the G"lndhi-:1ns, Hhose posi tic-: 

on self employment and cooper:-.:1tives \vas proving far more 

embar:-assing to the State th.an thei I:' aPParent opposition tv 

mode rnis.ation of techniq{1es. A ful:'ther:- adv"lnt.age of the 

org:1ni sation-al dis juncture beu,, een 11 cott.arrP. and village·~ :1nd 

small sc:'3.le "industr-ies:• was that the Gandhi "3.nS could be left 

to do \vhateve r they vl el:"e able to do through voluntary ag<-:nc:_es: 

:=tnd would have no fur the 1:" reason to demand of the •]overn.nen-t 

th"lt it r:-eori8nt its entil:"e dev•elopment str-ategy arou':1d ~:he 

class of indu.str:-ies·under theil:".contl:"ol. That is to say,·'··lhL.c 

executive suppor-t for:- small c.api talist units, ,,rhich \··IOUld 

ensure that the small capitalist social stratum rep1:ess:1teG. 

by these units had their point of viev-1 cons idel:"ed in poliC' 7 

for:-mul.ation, 1-1 as feasible, for these industries were sr 3.ncillri_;:··-

to the grew th of capital ism; the cott."lge industries hac. 

inevitably to die in any long ter-m view of the economy, and 

their pr:-oponents could not logically have 3. voice in execu<.::ive 

decision m?lkinq. 
2 

Thus, both the requirements of gener:--:~.l 

1. Par:-li3.ment of Indi::~., Op. ~., Columns 5250-5252. 

2. As we pointed out e.3.r-lier, Gandhi.::1n.s ·'3.S the repr:-e
senta ti ves of a declining stratum "'auld have been 
obliged to ar-gue in favour of policies "'rhich r::tn 
contr1.ry to these implicit in a state whose moment-um 
was gear:!d tCW-'3.rds adv"l.ncing soci.al and economic 
differenti'3.tion thr-ough tho development of c::tpit'3.lism. 
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c~.:.f-iit ,_l_ist devel~"'}?Ment 1.nd Pr"'lctic'\l consider1.tions of 

St-te n~r~ opposed to 1. philosoph? e~ph1.sising self ernpi.oy--

Industries 3o1.rd w1.s PStJ.blished to ?ncour-l'J2 the gra; th 

0"': industr:-ictl units noc coverr=d by the existin'] bo1.rds, -=t:ro::i 

fren of IDR~ regul~tions. 

\lthough the S~1ll Sc1.le Indu3triP.s Bo1.rd (SS~B), ~no 

r~l1.ted institutions were not tot1.llv naJ conc2pts, t~=ir 

forn1tion 1.t 1. ti·ne subst1nti1.lly l1.ter th1n the oth~r 

Bo1.rds, 1.nd from th? time the need for such -'1 Bo1.rd h 1d first 

vbe~n voiced, requires some expl1.n1.tion.
1 

It see":ls th·.t the 

Old :~St J.blished nr:ed to pre-vide SDeci f ic M~ 1.S'l·res tO :ie-:.:;_ 

nith t'"~ urb1n edUC;""tted unem}JlOye-:J, \vhic~ r.1.d be~n 1. r-1.t'cct:" 

of S01"1~ concer-n, coincided 1:' ith the v•illin--Jnes::; of the:~ 2'Jr:-d 

Fo"...1'1d1tion offic2 in Delhi to proviJ.e th~ ser::vic-~s of 1. te=~_rr. 

to r:>Y."'lrtine in concr:-ete the requirements of sm1ll C1.Pit,-_ist 

1.nd • tr 'lnsi tion '1.1 11 units. 
2 

Clnd Industry 'Jhen the t?~m submitted its r-e'Jort, ex'J-:-essed 

the Gov?rnment• s vi~T of th~ problr~m 1risin? from expl ~ c::.t 

er1ergence of unsmployment in 1. speech to t~'' I.o~c S1.bh'1. 3 

1. Se = the ~~E_gr t of the Fisc 1.1 Com""lission, p":>. 1" 1--11 ':\. 

2. Sovernment of Indi :1, Pl1.nnin'J Cof'lrnission, Outl .;_nc 
RePort of j:he ~~udy_Q_roup on Educ1ted l.'nem'P'l(;:f-2~.
(!:ew Del hi, 1956J , pp. 8-9. 

3. P1.rli1.ment of Indi1., P1.rli1.ment-=<..ry G?b1.t:~s, P-=t!'"t. II, 
15-4-1955 Columns 5247-5251. 
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HA pointed 0\Jt th"lt the ·trJ.ditionJ.l Indi"ln Soci'll 

structure bJ.sed itself on the joint or undivid·~-1 fJ.mily, 

-"lnd th"lt in such fJ.mili~'3s, unemploym.::mt or unde remployman":" 

WJ.S not re:=:tdily app"lrent. It w.:~.s vJhen industriJ.liSJ.tion, 

qnd the d·3mJ.nds of urbqn life th::tt this qqve rise to, led 

to the dissolution of th<~ joint family, th:tt unemployment 

bec~me "ll?P-=trent. 

Therefore, he implied, unemployment Vll.S not increJ.sing. 

Rather ithi'J.S becoming obvious "lnd th·:~ process thJ.tWJ.S 

mJ.kiD·1 it obvious,. industri "1lis.'J. tion, w J.S "11So the only proc•'3SS 

th"lt could remove under-employment, vJhe-th~r hidden or obv~_ous

Havever, :=:tS th-·:0 process of construction o:r: l -::Jr-ge f1.ctori;;s 

would necess"J.r:-ily be slow, it •,Jqs import'3.nt to p~:ot-:;ct 

tr'1dition::J.l m2.nuf"J.cturing activiti'3s from further decTy. 

rrhi.s WOuld appear both -"1 !:<:~ J.SOn"'J.ble J.n"llysi.S Of th: 

situJ.tion :md a good r::l.tion-"1L:! for th,-:; polici:O!s -"tdoptc~d 

by th::! Government of Indi:J.. It w J.S :1lso :1n un,~xc:~ptionc:bl.e 

pr:-oposi tion th qt existing units in r:-ur:- '"'.l qre J.S v·JOuld n,:;c3d to 

improve their techniques of pr-oduction, if incr:-eqsed dor;nn3. 

for the goods produced by these~ units W"lS to le"ld _to hioher 

incomes for those employed in them. 
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'111.5 
,. 
.1.ne Ford Founda"':ion 'l • 

~earn s ---------- ·--- -

Th=? :":;Jtern.'lcional Tean sponsored by the Ford Foundatio:' 

ar-ri\~e:J. in Indi:t -L:-1 late 1 "'S3. 1 ':'he Government of Indi3. 

prov-: ded '1 li3.ison officer of the rank of ,Joint Secr-etarv, 

ctn"~ ':h2 te3.r:1 presentP.d its r:-e':Jort qfter a three month tour

of th~ ccuntrT in aarly 10S4. 2 

'.l'h2 tear1 consi 3ted o-: five members, of which b.vo, 

of t1-:.~ team 1r_-e o-+- inter-est; 

1 Ch qi rMan ( 3.v e len) Vic~ P r-inciP3.l -:1r.d qctin·1 
Princip"ll of the ·*'-:dish 
Institute for- Hi-1her 'Sr}u
C"3.tion in ~r'12P.s ~nd H-:inji
crafts. 

2. r-lemb=r ( .3-;.Jeden) H.qna'J incr Di n=~ctor of the 
S..Jedish Federation o-,: Sn1ll 
Industries -:1nd Crq-Fts. 

3. Pember (U3.'\) 

4. Hernber (iJS\) 

5. i1enber:- ('G'S.\) 

Consultant in devPloD~snt o: 
handicrqf~s '3.nd sneci-:1lised 
S'11all In::1ustry. 

1. -;over_-r.ment of Indi1., ~iinistr_-y of Commerce and 
Industry, R~£Ort on Sm-:1ll Industries in India, 
( N ev1 De l hi , 1 9 51) ) • 

2. The inclusion of -:1 rel3.tively senior 0f~icia: 
implied thqt the Gover_-nment o-E Indi::t '''1S comr1it-':cd 
to ":h ~ success of the te '1ffi' s visit -:1n::l in tucn, 
it ensur-:~d th1.t th·~ offici-"3.1 '.1oul j hii'T1Sel f have 
an interest in -~nsur ing that th2 recor:-,r.end=-.tion s 
wer-e seriously considered. 



251 

As. can be seen from the list, the te'lm had experience 

and expertise in specific technical ~nd managerial areas. 

It is thus not surprising th~t thr:!Y t•~nded to identifv only 

those probl.ems that thair kna-vledgr:; enablr:;d them to reco')nise; 

and this segmented ·'lPPCO::.lch is app.ar::ent in their report v-ihich 

cons is ted of seven chapters on the follo.rJ ing subjects.~ 

1. l''lul tipurpose Institutes of Technology for 
Sm~ll Industries. 

2. Design .=tnd l'1ethods of Suppl v for- Qu'1li ty 
Products in H'lndicrafts, Artcr;3.fts, and a 
Specialised Sector of Small Industries. 

3. Credit -=tnd Finance. 

4. Tr'lde Associations. 

5. Cooper::1tives. 

6. The Industrial Process -- Its Implementation. 

7. Harketing and Distribution. 

The assumptions unde !:'lyinq the choice of both the 

members of the team =tnd the subjects covered by the re-oort 

'"'as thi'l.t the m'ljOI:' Pl:'oblem a.ff2cting the grew th of s:rnll 

units w l.S a lc=tck of system:--~,tic planning ~., ithin the unit 

itself. If standardis'ltion in the qu:3.lity of products 

could be ~nsured thl:'ough the provision of credit, .1.nd mJ.rh~ting 

ch3.nnels 1 then sm.:J.ll sc::tle units could bG moved from the. 

position of :cuncompetitive units" within o3.n essentially nr3o-

classical, perfectly competitive, vi~' of the economy to th'lt 

of thriving "grav th points n in such an economy. 
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.I It is si?Dificant th"1t the te,1q di :i not considet:' the 

question of entrepr:c-meurship. r..:':te re;:->ort is concer:ned':'l"1.i-.J"-

3.bout the problems of existing enterprisin? srn~ll units :::tnd 

not wi t:h devc:lopinJ na·J ·mits by persons '\'ithout ~ b~cJq-r:o·.1nd 

in 7r lde or ind11str:v. 1 The HOr:ld viet' implicit in the Report 

~ssu'!'ed th "1t the basic r:roblem of St~te 1id to industries ,.~ :tS 

to sep"1r..-1te the .JClin --those units "l-Jhich could be m:1de viable:; 

t"hrou 1h -,:J of this tvpe, f:om the ch:tff -- uhere no "i.:lot.:nt 

o-r 1id Fould succ:e:i in rn:J.~·<.inq the; uni. t vi 1.ble. ':'he ve r:y 

dif _:=e rent f '3.Ctors 1-.Thic:h rr.i?h t distin1uish the qr 1.in fr-om the 

ch-.ff such :ts th;:: level of indebtedn~ss, the e1se of :tcc:ess c·::::> 

"1.n(1 so on were,. in this vi":'.v, bundled. into the l."1St f""3.ctor 

r:isk tq~in? 1bili ty -·- rrentioned. Ccmin(J i.S they did fro-:n 

:t1Vi.nc=d industrialised societies, mer-.becs of the te3.m C)Lj_ld 

not conceive of a socio-ec:momic 3.r.d cul tur 11 mi: ieu t~1 1.cc 

wos different to thPir a1n, and for them, :rr:v hard.vork::..ng 

system3.tic entr::.::~reneur itl :::tS bound to succeed. 

The Te:tm h3.d been -,sked to exclude from its consid3r"'-t~_cn 

smA.ll units -- here t1l<3n to mean non fA.ctory units -- Phic-,...! 

were .'llreqdy covered by the KVIB. Althou1h they did eXl.'iiine 

some pr:oblems of handier 3.fts, they were concerned essenti -=.illy 

, with M<:!ch·=mised sm3.ll units, both from the point of viP.l of 

their a-vn expertise and concern :::tnd the str:onr:J f3eling::; the 

l~VIB h:td 'lbout industcL:!.s in its ONn c3.re. 

1. In this i"l1port.'lnt respect, the re~ort serves :tS ~n 
index of direct St1te support to the existinq small 
injustri""3.list, rath.=r: th'ln locJ.tinJ the problem 3.t 
the level of gener-"11 induc:tri;::o_l '1nd ecor.omic dev·e
lopment. It did not ther-eforP., re1llv "'13et the 
r2quire~3nts of sug02sting me3.sures to :tllevi1te 
un ~c~ploymen t. 
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The most import-'lnt recommcmd.:J.tions ·of the '1'e.1.m v.1ere 

the est=:1blishment of a number of Regional Insti tut·~s of 

Technologv to be qdministered by 3.n officer responsible to 

the Government of Indi:-:t, l.nd "'t Sm1.ll Industries Corpor.-1tior 

which '''J.S to help sm4.ll sc1.lG units to tGnner:- to Gov.~rnm:mt 

for-. contr'lcts. v~ith th,;, 2tccept1nc:~ of the Government of 

these t\·70 pr:-opos::r.ls, a stJ.qr~ h3.d be,~n reachr~d vJhere pecsons 

in OtJnership of sm2ll production units h"ld 1.n institution'll 

mr~chanism, 1.S 3. qr:-oup, bv \,lhi ch thr~i r interests could be 

communic"tted to the Gover:-nment. 1 

In other "''ords, the Te1.m, prob1.bly helped bv som~ cffi-

ci1.l nudgin·J, pecformed the useful t1.sk of l:"J.P frorJqinq 

ovec the comPL:Jx 3.nd prob.~bly insupeJ:able problems of dev':?-

loni.ng tr 1.di tional vill 1.ge industry. The per spectiw~ th;y ,/ 

l:=tid out, of the development of modern c:=tPi t"11ist sm1.ll 

enterprises fitted neJ.tly into th~:J r-Gquirem,:;nts of C1pi~etlist 

development strategy 1.s a whole. For such capi t-:::t.l ist d;:o J2·-

lopment both r.equired and implied the grOtJth of the home 

m':l.rJ<:.et i.e. th<:= gra..1th of th-:: dem':l.nd for the me-"tns of 

production '3.nl the :J.rticles of consumption which Pould 

produced in the eXPGndinq large sc-3.le sector. l-Jhile this 

grew '3.t :'1 re:=tsonable pace, the l'"lrge sc1.le industri "l.lis-J::::s 

trl ere prep3.red in turn to concede the role of the modern sm;:::ll 

1. This mechanism ensured th~t in questions of 
licensing, tariff policy, overs?..-:::t.S tr:d~ con
t.r:- acts, the sm:3.ll indust rL=J.l ists' point of 
vi<::w did not 90 en ti rely unh:;1.rd. 
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.3C<l. scc::or in tr,·: ~.Jroduction o~ r ~l-1t.:..v ~ly simPl2 pco.l..1cts; 

v cnly · .:>m~ll sc1l _; persons" uould be parrnitted to ent2r this 

1 
s :::cto r. 

Th; ~in'Jl st-iq~ in th2 intP. Jr'ltion of sr'"'."!ll sc1.l2 1.m~ ts 

into 1. cc :1pon-2nt or: thr~ s cructurr.~ ~nvis"l.q2d 1s intrinsic to 

o~ inv3Stl"T\ent d..;cisions in this pl1.n l1.i::l ::lo_.1n th1t th~ supp"_·.· 

d2:T'1n~ foe w "l'Je c:;oods \-Jould be l ~rq;;ly supplied bv cot':1:;e 

1.nd sn1.ll sc11,~ p~oduction units. 3v L~lvin1" on these .:ynes 

o~ units, sev~r1l soci~l 1nd politic1l obiectiv~s coul::l 1lso 

l.J~ ,_:,-. 1"1-i th:= Pl1n docum:nt w 1s oloquent in d~scribinc t}-la 

~.dv-,_nt!-:JC"l of srnll sc-=tl8 "industri:::s". 

:t is in f ~ct, this cole of srrnll "industries" 1S p:-o-· 

viders of consumer goods th-.t gj_ves import1nc·~ to the study 

of the ori~in of the srnll industries policy. For it i.s th~ 

reli:1nce on this qroup of units combin2d with th:= errph~sis 

on invcstrr.2nts in DGP-:lrtm~nt 1 industri:~s ( thos::! pLoc-~ci.nr 

th,; ne1.ns of production) vhich s2rv-; -,_s the deline1ti:1g 

f1.ctors of the Indi::tn eco::1omic developr.~ent c:ffort ur;>to .. .,_:~ 

le~st the end of the 3rd ?ive Ye1.r Pl1.n. It is for this 

j 1. 3e; th.: r·~m~rks by 1:::.tyl.n1.nd IC1nun'JO, Ur.ion Hini'->c.·. 
for- Canmer:-ce "lnd Industr-ies, in !.n 1rticle in th~ 
St"l.tesrn1.n Second FivL; Ye1r Pl1.n '3ppoL:?m .. mt, J'~nc 2';, 
lqS6. 
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r -=·J.son th 1.t in the next section we; el J.bor -=tte tha lo(Jic of 

th'3 -=J.ims l -=J.id out :Eor sm"tll "industr ies 11 promotion, "lnd 

consider the axb:mt to which these units could, in the 

"l.bsr~nc'~ of complem~:mt""1ry me.-=tsures, 2XP•3ct to contribut·e 

to the J.Ch i'::vcment of thes.; "":~..ims. 1 

VII. 6 The Role of Sm~ll Sc"tle ~nd CottJ.q2 Units ---- -- ----- ----- --- ------- -----
in th.3 Sccond Five Ye1.r Pl"ln 

Th,_:: 1956 Industri J.l Policy R<;solution, in eSt"tblishing 

J. C3.Se for the promotion o:f smJ.ll "industrL~s" h"'ld m=tde the 

follo.-Jing points in th2ir fCJ.vour: 

rrh~y provide im',l\c;di 3.t2 l3.rej2 SCJ.le ,~mploymr:;nt, th,3y 
off·.;r "l method of 2nsuring J. mor~: ,equit"J.ble distri
bution of the nCttionJ.l incoms ;:tnd th3y f1.cilit-'1b::! 
'ln effective mobilis,_tion of r:esourc.=s of C<lPi t-"11 
=tnd skill which miqht othGJ:\·J ise rr;mJ.in unutilis.:;d. 
Some:: of th~ probL:oms th'lt unpl.'mned urb-misJ.tion 
tends to ere -:1te 't;J ill br:; J.VOi:ir;d by the; ,;st<'lblishm:::or..t~ 

of sm1.ll centres of industri 1.l Production '111 ov,;r 
the country. 2 -- · 

Dev,;loPtn2nt of srrnll sc'lle industry \v :tS thus s<:y;n --1s / 

'l \v :tY of SGrving the follovJ ing objectives:: 

1. Employm2nt g;.;nc;r::ltion. 

2. An Gquit:J.ble distribution of n1.tion"l.l income. 

3. l'1obilis3tion of C'lPi t'lL 

4. Hobilis"ttion of entrepreneul:'i :tl skills. 

5. RegionJ.l industriJ.l dispersJ.l. 

1. It is difficult to :1void the fc;.;ling, ·hrhile 
L2<iding offici1.l documents, thJ.t economic 
logic -vj ':tS oftc:n forgotten in the ur~~rr~ to me;~t 
phvsic~l t-:1rg2ts in terms of cre~tion of sm3ll 
sc-=tl2 units. 

2. Th.:! quot-:1tion is, in fact, from the 1'156 Industr:-i1.l 
Policy Resolution. .See th3 Socond Fiv.:? -y8l.L Pl 'l.D, 

p. 47. 
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It is possiol._J to t:".JqrouP th.:s~ fiv~ obj!ctiv2s into :1. 

1roup of 3 l.S :follows~ 

\) \n cqui t"lbl..;; distr-ibution of n1tion1l incomG 
::obilis=>..tion of c1'Jit1.l 
Hobilis1tion of c:ntr,....'lr;ncu;:-i~l skill 

B) ~mploymont J~ncrl.tion 

C) R:gior .. 1l Industr:i"ll dispcrs'll. 

::2:l.sur.~s to brinq 1bout 1 r~l.SOn"'!blv cquit1.bl; dis-cr~_-

"~··::::lf~.r.~" st1tGs ·md the Indil.n Constitution is cl-.,_r -:c':l·'"':. 

is obviously to incr21s: P'Jhlic H~lf1.r; r:l)l.Sur~s~ finl.ncJC. 

.. :1 __ ~ ~ .. : · ::..c ;s in the form cf public S"'rvic-·s. Ha·7 ;v .. ~r 1 7 r t:t.~ 

O::n-:Ii 'ln cont·~xt 1 th...:: ~xist-_nc~ of 1. hiqhlv s'kcw .:!d inccr.1 ~ 1nd 

subst'l.ntiil redistribution ':·TOuld involv.~ V':>:ry 3t(~C'Jlv P'~O-

':}n:ssiv..: t1x1tion on 1. v2ry nJ.rra-v b1.s..=. '.rhis FOUld L~;qd 

both to t1x 1.void .:nco 1nd to disinc2nti VGS 1 within th2 ccr_..: ::.;::t~ 

of 1 c1Pitclist ..:::conomv, to s 1vinjs 1.nd investrn2nt. Urd2•· 

these ci ccumst l.!ICCS 1 1 ?r-:i or t =tsk uoul :l th;:;n b2 to 1 "n-~r:-;--_ t- ... 

1 numb2t:" of sm"lll c2n tr:-:~s of cJ.Pi t 1.l 1.ccurnul1tion thr-ou:;~ 

providin:r bot:1 opportunitL'"s forth.::: d2v;lop·1cnt of i:Idust::! __ -

c l.Pi tl.lism 1 md sui t'lbl.:; support m.~ 1sures. 

r,...,n~ r:-i..r,llv in the Indi'3.n economv in Ch1.Pt2c3 III 1nd 1' 7
• 
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8-mOn'}St tho rcpres;_,ntatives of mec::h!.nt CA.Pi t'3.l, or:- the 

"de1.lers 11
• The other m'1.jOr:- sour-ce would br:: the existinq 

industr:-i'1.liSts, the sml.ller k;~_rkh'1.n.::chr:-s, ''1ho though not 

fully C'1Pit1.list h-:J.d A.lr,e--=tdv b'~com2 differ:-,:=nti,'1.ted fr:-om the 

m1.ss of the producers, CJ.ndPho employ::d some H"lge l3.bour:-. 

\"}1'~3 hCJ.d. 1.rqued in Ch1.pb~r IV th"lt '1 m"ljor t:'3:1.Son for 

the continu"tnc.:; of m:=rch:mt c-:t?i t1l 1.s 1. controlling influ--

·~nee ov,~r the industri<.~s w.·, h1.d cx1.mined Vl.S the unc.:=r:-t1.inty 

in m3.rket conditions. Under th,~se conditions, the foem of 

operation of merch:mt c""!Pit"J.l serw~d 3S 1. fL~xibl.:.; method of 

surPlus '"'lPPropriCJ.tion, for the bued,-~n of fluctu·1tions in 

dem'1nd could b.~ P3SSed on to th::; producc~rs, :'lnd the rigcurs 

of 1 'l.bo1Jr :1nd f'l.ctory legisl·1tion byp::1ss :d. Foe th? convr~r sion 

of merch1.nt to industr i 1.1 c-=tpitl.l, th:=r~forc~, the~ '1.Ssur"lnC•.~ 

by th:::: St'1.te of m;:trk:~ts which were grOtJ inq 3.nd reli 1.ble: V' .CJ.S 

'1n :~ss.:::nti 3.l. ;::..ddcd to this w :tS the ne:.=;d for:- techn ica:t 

support to help in the conversion to in::lustri 3.1 op:~rCJ.tion. 

Karkh:J.ned>.rs, on the oth,:=r:- h.:md, \vOuld r_equir:-e h,-~lp in 

the :J.ugment'ltion of th3ir insteum::onts of production, l.DC. 

lo"l.ns to en""'lble thc~m to invest propor:-tion,""'ltely in r"Jo'J m-::>teci:1ls 

3.nd in l:1bour POtJ e r. 

The fi est of the n~qeouped ob }3cti v::;s of the Seco:r.d 
v-· 

Five YeA.r Pl CJ.n could th~n h.:: seen 1s the devr~lopment of sm-:lll 

in 'ius tri 1.l capi t.:1ls, th~.:: m"ltc~e i -:11 contr~nt of \.\7hose output 

'irJ ould bG both consumee qoods "l.Dd simpl12 c1pi tJ.l qoods. The: 

rcsGrv3.tion of items foe pr-oductj_on in sm1ll sc1le units 
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o-~= m 1chin-~r:y on ,.,_hie; pur:ch1s·~ b!sis 1nJ th· l)rovision o.::. 

r:t')n~y c-..pit<l i.-Jould h2lp the op2r:1tion on 1 l1rger: sc"ll2, 

v The s ~cond obj ctiv2 to b: :1ch i :..v :J by ';:l.cour-:]ir:"} s:-n-::: ~ 

.::>c1l! units, 1S s ~t ')Ut in th.; S.;cond T<'iv; Y ~1!:" Pl"1n, w::ts to 

t 1.k2 1.dv1.n t1g:.. of th..:: f <.:.::t th "'it th~y p::ovidc~ -1 ''imr:-~..::di -::tc 

s ~ns~ only on th2 J.s.:.:;umption th 1t th2 unit.:; wcr:.; su:.::h t:t..,._t 

1lsc i.ncr-c1s ~j subst·nti1lly. 

p-:: r:io-3. of tim..;. 

In ]2n'-'r:l.l, thcs.· l.SSunptions T.rould r.olC: tru.; o:: ··-,its 

in l.ny industry wh ~r ,:; th2L"c u 1s 1. lew orq1nic composi tj :Jn of 

ffi._!f' t cr .:1t inJ C'l.PJ.ci ty of sm 1.ll sc l.l·! units could onl.v b..:: 

of th:::: first objcctiv-.:., thJ.t of 2ncour-l.qin-r th3 7r:a;'.:'l of 

1 
nU'TUt:"OUS Sffi:'lll industri1l Cl.pit1ls.- Only in th1t CO'lt~x.': 

1. From 3. r-eadinq of the offici -il docum8nts of the 
per-iod, it \·rould lPPear: th:xt the; desir::.. to r;nco..:
ra]e the devel')Pm~nt of sn1.ll capit:J.ls some'h3.t 
overr:ode consider:1tion of technicql efficiency 
of the size o'- Plant th1t such C:l.Pitqls ~iJht ~mb')dy. 
?rcn discussions I' ith o.cfici1ls, it se;:;m:::d. th'3.t ~.:::-1 
in::lividual who cam"! fo rl' ar: i "i th a o'r:ooosal i·7 as 
h:..lped if th8r-e 1-·1er:e r:easons to b~liev~ th3.t the 
untt HOuld be vi3.ble. 



could it h~ "'l.rgu~d ;:l_2~.t..2ll th -:J.t the; m-=J.nuf1.ctun~ of J.n i tc~m 

should h:: spre3.d ov:~r ·"- number of units rl.ther th'ln conc<~n

trated in q singl~ ll.r~e unit. 

In othar \.J ord·3, evc;n though the dem ·mds of th:~o urb-:J.n 

c;ducl.te d un,:;mploy~d m "'iY h "J.V2 bc;en th . .) immadi :tte c -:1.USG of 

increJ.sed conc.:;rn for sm1-ll sc:tlc units, the r~sponsA of 

the St1.t2 app:~ars logic:tl orlly if one sr:;s in it furth:.r 

evid;ncc of its conc; _ _;rn to d,~v:~lop q snn.ll C"1PitC~.list cl:tss. 

Th,:; ·Jovernment of Indil.- therefore;;, "'l.t l:~1.st during this 

p,:oriod, :1PP·3J.rs moe:; int.:;rest<.:;d in nC1.Pitl.list cr.:;qtion 1
' 

r1.th~:;r th-=>.n .~mploymen·t cre'3.tion. 

Th.:; t'h.i rd obj~~cti v~, of rsgion 'll dis per s.J.l of indus:-. ri =tl / 

"l.Ctivity, is perhaps the most siqnificl.nt in t•3rms of provid-

ing l. positive 2conomic role to sml.ll scl.le units in the 

str:1tegy of CJ.Pi tJ.list developm . .mt. Al thou-::rh the regiornl 

disPe rs -,1 policies were :;,dv"'l.nc..-~d in the Indust ri l.l :Pol icy 

Rr:~sol ution -,s antidot2s to gro.v ing urb"ln conqcistion, 2SS:.:;n

til.lly they impli:,:;d the nc . .::d for specil.l m;c:1Sures for the 

dev :;lopm:;nt of industri "11 C"l.Pi t-'3.1 in "b=J.ck'W' '3.rd" ar . .:;'lS. In 

oth"r words, the policy \:l"J.S ori.:nt<:>.d tC¥J1.rds th.:; extension 

of the; horns mJ.rk,:;t; =J.nd giv::n th~ 3V2nuc;s· of investment th-lt 

thr.; Industri "11 Policy RGsolution h3d left operi to the; priv."?.te 

sector, such development of th2 m"lrket '" 'lS obviously in th:~ 

intc~r-ests of th::; l:).L'ge: industril.lists. 
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~ The dev~loprnent of bacKward acea.s po~2s several co;.j,)lc ~ 

in these areas, com:r.o'ii t·r projuction is :::Jen~r:allv not wide--

spread. It is in th~se arec=ts th3.t petty r:1erch:mt and usur.-e-:-

ca~ital holds relatively -Jreater m~av, for in the absenc~ o~ 

the ?rojuc':ion of' aqe ·JOods on the one h'llld, 3n'i the ~·age 

income 'Jenerat~d br such productive :~.ctivities on t:1e otre.:. 

the bul~ of the popul~tion is forced to deoend on reprPs~n-

t 1.ti ves of rr -=r:chan t c 3.Pi t3.1 for the supply of the 'JOOds the~-

req~Jire; :~.nd Hith lo.• anj unsta':>le incor:~es, on usurers (no': 

nec~ssarily individuc=tlly distinct fro~ mecchants) For t~~ 

,__ h . t 1 
money r:esources to ~uy t ese r:er.ulremen s. 

Under these conditions the St1te r1ay ao· :::o:~.ch th'3 l.J':."Oble~ 

o.J: .,.-tv-2 1cir:.: :·he l.evel of capitalist-. dov~lopr:i~nt of ths ~co-:.-~_,. 

activities invol vinr; the popul :1tion in b1.c1~.; ard .'J.reas in :=t 

numb-=r of ~.;3.ys. ':'he first is the induction o': l3.r")"e cc=t;:>it-=:'..i_"::: 

units of product ion, speci f icall v in the "he.'l~lV" industri ~:.. 

in su-::h 3.reas, The reasonin J heing that, as e:nbodimen ts 0i-

i_:-"dustri 3.1 c;qpi tal, the reL;;ticns of production inherent in 

them Hill enable thell to serve as a centre for the ouh1 3.r,• 

radiation of industrial c:tPit1.lism. This process, sinil1.~ ~c 

the initi3.l induction of large scale factory industry into tr:-

economy in the mid 1·1th century, r1ight b:e succ~ssful if "dr·:-. 

stream 11 unics were to develo? propor:-tion3t~ly, l~adinJ to '1 

1. "!;'or -:1n inter-esting anA.lvsis of the Functions of ~~...,~ 

tcaier-middle•n.en Pithin. the vill'3.qe, see ~.'-!. !1ic\1ie, 
11 Baniy'3.s in the Indi3.n Agrari1.n :Sconornv ' \Cas~ of 
St::1qnant Entrr::pcen~ur-ship", .Journ1.l of 1\Si3.n St·J3i£>:..S, 
37 ( 1 178) 1 4. -----
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sufficient concentration of popul.-:ition to justify the provi-

sion of goods and services in an org~nised manner, thus 

undermining the role of pre-existing petty merchant and 

. l 1 usurer capl ta o Various complementary measures in terms 

of the dev,~lopment of means of communic;:~.tion and of freight 

rates at a level sufficient to indue-~ private investment in 

the geogrilphic proximity of sur::h areas HOUl i be necessarv 

for such a policy to succeed. 

The second approach is throu·-rh the independent dev~lo~")men t 

of "light" 'inlustries, on the assumption that markets foe ·the 

realisation of th::; value of the com'1l.Oiities produced already 

existed, or could be developed through the gl~ner.:ttion of P :tge 

incomeso 2 It is in this context that the contr-oversy 072t:" 

''l arge 11 or 11 small" scale units developeCI.; wh·3ther it vJ 3S the 

in the inplantation of industry in .are:1s domin'3.tr~d by PP tty 

merchant and usu!:'ec CJ.Pi tal. 3 Th,3 discussion on this point 

'"'as conducted at a superficial level; so thnt first objective 

1. Large scale Public Sector investment wa.s undert::;ken 
lur:in.] the Second and Third Five Yeac Plans preciselv 
to develop 11bad<:Hard cegions". · 

2 o Z.\1 though the logic of the ilrgument 11 as never clearly 
stilted, the first attempt to sug1est thilt small scale 
units could be il means of developing b3.c1'\l<: :ou:d ace3.s 
was made by the CQ_m_m.i_'U;~LQE disJ?ers.::tl oUIJ.du~t:-.f.i_~.s 
of the Small Scale Industries Bo.::tr:d in 19600 

3. The case for small scale units v.r:1s most foccefulJv 
ar:gued in the Administr-ative Refor-ms Commission's 
R(::por:t on the Small Scale S-:3ctor:. 
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0~ e:lCO'.lr 1-J in 1 sm "'1.11 s c 11.:.~ units iS 1 r:12 1.ns to mobi l.j_s_;_::q 

2xistinq stocks of ~on~y c1pit~: 

pro~osition th1t as th2re ~rer2 unli~ely to be l1rq2 concen-

t r :tions of nonay c l.Pi t 1l in b'ic}q," ar:-d :1r"'! 'iS, sm1ll sc::;.le 

pro:Iuction v;oul:l b::. th·~ most th1.t in·.iividu"'ils livin1 in the 

<=lt:"21 in question coull aspir~ to. '-'hus th2 "'ir'JUmP.nt in f:~.vouJ~ 

of th2 -:rr:-cH th o: 'loc1l CtPi t 1li sts • l ;d lo1ic1.ll y to ::he 

oosition of f~xto.lling t':2 virt·u~s o-: sn1ll sc1le units 3.S --3. 

overlooked the inclin1tions "'lnd soci1l v1.lu:=s of th= rep:~s-:3n-

t:.1.tives of Pcttv m.:::rchant "3.nd usurer's c1pit1.l, let 1lona 

· ·'12thor th::: provision of infr "1St rue ture, subsidies -:1:1d s0 on 

Hould crcat·~ th2 socio-economic conditions ir. f1.vour o~ the 

tr1nsfor:-rntion of ":1erch1.nts =md money lenders into in:L:,st:::-i"!-

1 . +- 1 1s -..s. 

1. It is cl21t:" fr-om the Report 1.n :1 th~ rem :~.rks of the 
Fict Finding Committee (H3.ndloor!ls in~ '1ills) 1.bm . .:.:: 
the "':>urely fin3.nr::i1l inter::sts" of tl;.:; "mi~dlem::n"l 
in th= h"l.ndloom industry thit th;y did not thin~ t~1.t 
there \!'JS much ch1nce of repres;nt1.ti1:~s o:: f".ercl;"'int 
C3.Pit'll (the~ trJ.der or sa. .. lC1t:"_\ve'3.ver en':]"lge·l in dome::;
t ic or the puttin·1 out sys te"1S of production) tr l.ns
fot:"rninq this systen of production to injustri'il fonrs 
of c:~.Pit1list production. 

-:::'h2 F1ct Finding Com~ittc~ Ohndlooms ,ind 11i lls) h1s 
an interesting discussion of the fin'inCil.l 'in~ e~Jno~ic 
i'"!19lic'ltions of th2 ch·:m']r: fr-om "rner-ch mt to indL:.stri -i-· 

list". It points out th-=tt in tlt2 minUfictory, '·Jhilr= 
possibilities of clivision of l1bour "lr2 still lir.it2C..
::conomi ~s "l.re possible in the bulk ourch "'iSe of r. ""1 

rrnteri-:1ls, and in the lo;v~r- ov~rhe1d costs "per- u:1it 11 

(pr-csum'iblv per h~ndloom). On th2 oth :r h"'lnj, "":i·<~d 
c1pit1l rPquirements increiS'= due to the ne ~d ::'or l3.Ld: 
buil1in:JS u.n:l eo:ui~ent, Fhil..; the F1':ps r::f >rorl-ce::-.3 
invol v.~d in the Pr2Pl..r'1torv proc ~ss;~s, Hhich HOuld ~ .. 
undert'ik2n by UC!P!i-:1 fr~m.._l~ l.1bour und~r th~ Jome3tic 
system, iCC proportionat ~ly qr.~.1t2r. 

CC'ltd •. o 
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By the end of the SecOnd Five Yea~ Plan period, it ~~s 

<?lear that not only had small units not devel.oped aPPI:'e

ciablv outside the large ut:ban centt:es, but th::J.t ther-e 

appear-ed to ha.ve been no substanti::tl State supPort to 

encourage such iispe rsal. 1 The principal r:-e as on at the 

official, policy making lew~l fot: this lav in the f.::tct that 

during the Second Plan~ 

The aim, according to this /Rarve? Committe8 w.::J.s 
to build up ••• a pyramidal st~uctur:-e of industry 
broad based on a progr-essive r:-ura.l economy and 

The speci fie instances of l'lan"' ar i merchants in 
Bhagalpur in Bihar:-, ,,,ho retraced their:- steps 
to the commission agency form of oper:"J.tion, 
after attempting the oper:-a.tion of "karkhan'ls" 
re~1ires some explanation. The FFC report pointed 
out that contrary to this experience in Bihar, t~e 
kax1<hana system was ·still thr i vin'J in Cannanol:'e 
and Calicut, .::J.nd was able to pay ceason3.ble 'd ar:Jes. 
This would imply that we h.":J.ve evidence th::J.t the 
conditions for manufactory based production existed 
in one Part of the country, as evidenced by the 
llalabd.r coast experience; He ;:J.lso h;:J.ve evidence 
for the r-eadiness of the mahajans in Bihac to 
invest in such production units. The reason fot:' 
the failure of the units in :3ihnr must ther:-efore 
be traced to the urn.villinqness of th'~ ~,rorkforce 
to 1vork in 11 factory conditions", except ;?erhaps 
at compd.ratively hi'Jh wages wh-Lch HOUld have made 
the operation uneconomical. It is of significance 
th;:J.t on the Hal:3.b0.r coast, the traditional weaving 
castes were not prep:=u:ed to v.1ork in workshoos, and 
the bulk of the labour force came from "aqr:-iculturists 11 

which would probably mean the poor 3nd margin:1l pr~a-
s ant ry. The Mal ::1ba r units VI h i ch w 2 r e 8 stab 1 is he d by 
missionaries probably used Christian converts for
whom v;ork under organised conditions must h'3.ve bt':!en 
an :3.dvance both soci3lly .qnd economic:1lly. 

1. See Estim:::ltes Committee ( 3rd Lok S::J.bha), 107th 
Repo~LQ12. _tb~ __ Q.r_g_cm...:Ls..::?-ti.qn of the Developmen.t 
Co~issioner, Smdll Sc3le Industries --Rural 
1n&lstrialfsation (Nev,r Delhi;-:19661':-
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the growth of small industri~l Jnits coupled 
with necessary services amonq the big1vill1'!es 
1nd sm~ll t~:ns all over the country. 

':'h~ b:tsis for the l 1.ck of support for ·:mcour1ging chc 

:rc.vth of sm~ll scale units in ruril :tre:ts l:ty then in the 

.cic.:=J.llv t:) Pl1.n tl:.~ develo··"Jm:mt of "vill 1.ge 1.nd cott~ge 1.nd 

sm3.ll sc1le units·' '.l""'!S domin:1ted by S1.ndhi1.ns. Obviously 

the Committee w1.s a strong supporter of th~ co~tinuing role 

o-: sm1.ll commodity pror1uction which, in the forrG of vill 1.g: 

crafts, w1.s very l1.rqely dispersed in any c1s2. As 1. coro-

llar:-y, th~y v"oull h1.ve seen no re:tson to SU<J"JeSt specific 

~easur~s for the d2centr1.lis1.tion of modern sm1.ll units. Fer 

these ~mployed v' 1.ge labour, :md for the f31.nd!-nns were th2r·~-

for2 no different to large sc.:=J.le units, in the s~nse th~t 

2 neither promoted self employment. 

The K1rv2 CoGmittee R~port may be s2~n to be the l:ts~ 

attempt by representatives of small commojitv producers, 

(together with the resolution on Cooper1.tive F1.rming p1ssed 

1.t the Con'Jress session in 1959) to est1.blish policies of 

developm2nt on the assumption th1.t the State prim1.ri1Y sub-

served th2 interests of these str:tt:t of producers. In other 

words, r2gion:tl dispers:tl policies during the S8cond Pl1.n 

period were the prime victims of the cl.:=J.sh betw2;n reprss~n-

'c1.tives of sm:tll commodity 1.nd sm1.ll c1.Pi t1.list producers 

>vhich took Pl 1.ce FJ.t the ::1dministr1.ti ve level. 

1. Government of India, Hinistrv of Commerce 1.nd Industrv, 
_Report of the W~Q.rkin_2_GrouJ2 on Pre?q£1.m~e of l·lork f~;: · 
the Third Five Ye1.r Plan ("Sm1.ll Scale IndustrL~s), 
f~ew Delhi, 1959)-;-p--:--fio. 

2. For the K1.rve Committee, decentr:tlis1.tion :tnd self 
employm::m t were synonimous. 
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" ·It was therefore not until the ee3.rly 1960s that any 

operational steps were taken tOrJ =J.rds the region=J.l pl,=J.nning 

approach to industrial development. At the politic~l level, 

J ::1ya P r ak3.sh N 3.r i1in took the in i ti "l ti ve by writing -=J. note to 

the Pl-=J.nning Commission. In the note he pointed out th3.t the 

benefits of the policy to encour:3.ge sm-=J.ll scale units during 

the first two Pfans h3.d bec~n concentrated gen,~r'llly in the 

urb~n and the more developed P-=J.rts 'of the country. In suggest-

ing 3..1,1 a.ltel:'n3.tive 3.PPro"l.ch which H:=tS designed to encoul:'age 

industri ":1.1 development in the mor'~ b'lchr al:'d P3.1:' ts of the 

countl:'y, he took the signific.""lnt step of dis=J.ssoci ""lting 

himself from the mol:'e orthodox G3.ndhi3.ns. He did this by 

specifying th3.t in his concern for the regionJ.l pl1.nning of 

industri":l.l units, he did not exclude those u~its which used 

both pcwer 3.nd wagG labour ::: his 11 Sm0.ll units 11 wel:'e therefol:'e 

not exclusively composed of the tl:'aditional villag8 industry.
1 

At the offici3.l level, the Third Pl'3.n H"orking GJ:'oup on 

sm=J.ll Sc1.le Industries suggested the use of industri "1.1 estates 

as a tool for t:"egion::1l industri-il pl-=J.nning. 2 S-2 parate units 
__ ..... _________ _ 

1o See his lettel:' reproduced in Government of Indi."J., 
· Planning Commission, Rur.::1l Industries Planning 

Committee, ~ro i!2.cts for intensi V;~ development of 
small industries in rural :=tre."l.S, (New Delhi, 1962). 

2 • .E._eport qf_ the l>J!or·kinq Gr.2£12_on Pro]r=J.mme of l·Jor')s 
for th2 Third Fi ve ... Ye ar Pl =J.n ( Sm3.11· Sc"l.le indus
tries), p. 69.-
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on th:! ~s t"\te w .;r 2 expect . .;d to feed into one -qnother, "lnd 

the £~St1t2 H '3.8 snen to function "lS -:. cornpl,;te pr-oduction 

cycle. If the loc"ltion of the estltc H"'!S Pl-qnned \·Jith 

suffici~nt regqrd for the dem"'!nds of economic fe1sibilitv, 

it w1s f3lt th1t this cyclJ of pr-oduction could b2 integr1ted 

into tht! sur-roundinq mix of economic 1ctivity, :1nd th2 pro-

duction n~l1.tions in th,:; 1r2'1 could be ;xpect~d to dcv:;lo? 

Pcim1rily in n3spons2 to th2 note by J.P. N"lr-:tin, th~ 

Pl1.nning Commission cons ti tut2d 'l Rur 1.1 Industr L~s Pl 3.nninq 

Commi ttc~e in 1g51 uhich in turn ini ti "lted 1 project for th2 

In signific"lnt 

contr-1.st to the G'lrlier schemes whose intention 

\v "iS focussed on vill "l'}e industr-y the Pilot ~rejects foe 

Vill3.)e "1.Dd Sm1ll Industry b'3.Sed in Canmunity blocks, 1.nd 

tho; Int:nsiw~ Ar-2'3.S Scheme of the Kh"ldi "lnd Vill-qge Industr-ies 

Commission -- the Rurn.l Industri<~S Project (RIP) b"lsed itself 

on "ln "lre :1 with "'1 popul1tion of 3 to 5 l 'lkhs, "lnd thus impl i-

citly qssum2d the existcDC! 3nd gravth of f1.irlv subst1nti"'ll 

commodity m"lrk.=ts.
1 

Equ"llly, if not more siqnific1ntly, the R.I.P. l"'!id its 

gre"l.test stress on the initi"ltion of new sm"lll industri:1l units 

in each proj~ct 'lre~. In fqct, thouJh verb"ll emph"lsis W"lS laid 

1. Gov..;rnment of India, Hinistry of Community Deve
lopment "l.nd Cooperqtion, Rpport of th; Studv Te3.m 
on Industri J.l Pilot Proj::;cts, (HG:-7 Delhi, 1 '159) 0 

Kh:1di 3nd Villqge Industr-ies Commission, Sv1lu1.tion 
R:!port of the Intensive Ar2:1 Scheme, (Bomb1.y, 1g55). 
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on th<2 need to develop coop~?r:-~ti•r~s for- encour-1ging "tr-adi

tional vill3.g2 industry", refer-ence to the "limitr~d devGlop

m,3nt possibilitiGs" of these industrL~s shavs th"lt their-

man tion h 1.d b2come a r- i tu J.L The fJ.ct th 1.t ope r 1.tion"!.lly 

ther-e ·w1.s 1. mar-ked ch3.nge in ·appro·lch ,,,_J.s shewn by the= diff

erenc~ in attitude to competition between l1rg~ sc1.le units 

and sm1ll SC"l.le units on the on~ h -=md; and sm·3.ll sc-=J.le units 

3.nd tr:adi tional industr-y on the other: 0 HhiL~ the Project 

Repor-t specifically mentioned the need to pr:otect small 

sc-=J.le units from the competition of l1rge units, the possible 

rivalr:y beThJeen the $m"lll units themselves, ~nd tr1.ditional 

vill"lge industr-y, was not mentionedo 

It "lPPe:J.r-s 1.S if the; ·1ppro'lch to the dev2lopment of 

sm~ll sc?:~.le units w ::t.S by this time 1nalogous to the strJ.tegy 

1 aid dcwn for the cotton textile indus:try 3.lmost t2n ye 'lr s 

previously. As we have described .::tt the hc=ginninq of this 

Cha,pter:, the str:J.tegy consisted pr:ecisely of protectinq the 

small c::tpitJ.list sector fr-om the l::trge sc?:~.le sector:; ~nd the 

hope, never clearly st.::tted except in terms of "modernis'ltion", 

th'l.t all the pr:ecapit'llist str:uctures vould either- evolve to 

factory production, or:- die in :m unobstrusive m::tnner, ·without 

causing politicJ.l reper:cussionso 
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VII. 8 Conclusions -------------------
This Ch'=!pter, which concludes the P3.rt on the evolution 

of policy tav 3.rds small sc"'lle units, hJ.s '3. du "3.1 purpose=. The 

first, which it sh."3.res '" ith the other Ch3.Pt8rs in this Y:=tl:'t, 

is to shON th:= w JY in which the '3.Cceptc=d J.pproach to sm:::tll 

units ,.., 3S ini ti<3.llv elabor"lted, "lnd subsequently influenced 

in its development, by the oper3.tion o~ the represent~tives 

of v:=triolis socio-economic interests. 'I'hese int~~rests con-

sisted of elements such 1s the British C1Pit"3.lists; 3.nd big 
I 

3.nd sm~ll C3Pit3.lists, the middle cl3.SS '3.nd rur~l Cl:'"lftsmen 

in Indi3.. 

The repres2ntativ2s of these intel:'ests V'=lried in their 

D'=iture very gl:'eatly, fl:'om the more str'=liqhtforH "lrd c3.se of 

the G"!.ndhi 1ns in th.~ cqse of cur "1.1 cc 1ftsmen, to th-2 very 

complex CJ.Se of th..; sm'3.ll C'3.Pit"llist str,turn. HcJ:"e it '''"!.S 

the inter '3.ction between other interests, such "'iS th:J.t beb'' een 

th2 Indiqn and Bcitish big C"!.Pit1lists duJ:"inq th~ Second 

\'lorld \A~=ir, or the educ4.ted middle cl '=iss 1nd Indi~n big 

capitalists after independence, th:J.t provided the repr8S3Dt4.-

tion of the interests of this str3.tum. 

In this ChaPtec, in particul "lr, tve hJ.ve shavn the inter-

'3.ction between the interests of the sm=ill C'3.PitJ.list str'3.tum, 

:1nd the ruc"'ll craftsmr~n, 3.nd h1ve concluded "l.t the st4.qe where; 

th·~ former h:=td secured a recognis,-~d position ,,Ji thin the economic 

d2v~lo:pment str1.tegy. In f1ct, not only h'ld they done this, 

but they h1.d 3.lso b:!come, implicitly perh3.ps, the; model of 
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orq~n~sJ.tion to which the rur~l cr~ftsmen were to evolve. 

In other words, the 'lPPro:::J.ch to sm-=tll sc-=tle units by the 

snd of the period of our considr~r.:::J.tion, h "!d lT~come th ~t of 

support to sm2ll c.-=tpitrtlist units, :::J.nd '3. qen2r2l .1.ccaPt::1nce 

th1.t thf? tcditionJ.l rui:':tl ci:'1.ftsmen FOuld h1ve to f~nd for' 

themselves. Although fin:tnci=tl '1SSist=tnce =tnd m:trketing v 

suppoi:'t continued to be extended to the ti:':::J.dition1.l PI:'Oducei:', 

these ·"l.mounted to soci -=tl welf=ti:'e measures I:':tthsr th J.n being 

steps ta.v::1rds the development of pi:'oduction in these industi:'ies. 

Th2se consider~tions brinq us to the second purpose of 

this Ch3ptei:', v.Jhich h1.s been to 1.n·:tlyse the logic of the 

me:J.SUI:'eS to promote sm=tll c1pit1.list units. Thr~ ::m:tlysis is 

b-=tsed on the objectiv<..os l=tid out in the 1956 Industri-=tl Policy 

Resolution, ~nd takes pl=tce within the fr:--=tmRwork of the str-uc

ture of production <.;xistinq within the industri;s we h-=td 

ex1.mined in Ch=tpters III and IV. Tn.king this structure into 

"1CCOunt, it would appear 3S thouqh the me::1sures th3.t were 

proposed wer-e indiffc::r-ent to th::: 3CtU'll st=tte of ·~volution of 

sm::1ll industries; in other words, "1lthough the me=tsur-es Ner-e 

re lev'lnt to the requi r:o;ments of converting merch 1.nt c1.Pi t:tl 

to industr-i-=tl c.3pit3.l,. and helping the evolution of the sm3.ll2r 

"kJ.rkhanedar-s" to capitalist industri-=tlists, they wen~ not 

spc~cif ic3.lly designed for this purpose .alone. It 3PP:3ared 'lS 

if the st:::J.tr~ v.ras unconcerned .3bout the source of the C'lPit.::il 

embo lied in the industr- i'll unit, whether- it came fr-om the 

tr:- =tns for-mation of money C'":l.Pi tal, or:' from pr:-eca.Pi to.list :"lccu

mul3.tion or fina.lly, from the sur-pluses gener:-at~~d in other · 

capi t::1list enterprises. 
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This indiffenmc~ to the sour:ce of the C"1Pi t "'11, .:1nd 

the emph 'iS is that H "'iS pl 'lC::!d in the ini t i "it ion of ne.-1 

industri"'ll units le'!dS us to the m"'ljor conclusion of this 

Ch "'lPt;r:: th 1.t the objccti Ve of th2 cr- :;'ltion of sm"lll scale 

units w."'ls the extension of the hom..= m.-1r-ket in modern m;;~.chin2r:y, 

r:"l\.'1 m:"lterials 'lnd of cour-se, in f"'lctory m'lde vJ'lge goods. It 

is precisely this objective, which under-lies the st"'J.ted 

objectives mcntioned in the industri'll Policy R~solution, 

which provides the link betwaen the dev2lopment of C'lpit::.list 

Production in gcner :11, "'lnd the cncour"1·:pment of small c."'J.pi

talists units. 

It is 1-1 ith the underst"1ndinq th"'lt \·le h3.V(C! g"'lined in 

this Ch.:1pter n.bout the oper"1tion'11 logic of th.~ sm1ll 

industr-ias policy -- positive support "'lnd protection to 

sm:"tll c'lPit:~.list enterpr-ise :tnd b.~niqn negl2ct of th,:; pr-e

C1Pitalist str:uctur:cs -- th.:1t we ex"'J.mine the d3.t:t on this 

subject in Ch"'lpter VIII ;;tnd IX. 

******* 



j~PENDI:X TO CHAP'l'!i:R 'III 

THE SIGNIFICANCe OP Tl-fS CI-bR/\N SINGH 

CRI'riQU,~ OF Si"L\LL INDUSTRISS POLICY 

clomin J.DC<:: of G1.n:J.hi -,_n thinking over the; K1rv= Committee 

hi.d led to 3. perspsctiv2 f'lvourinq the tr-1.dition:tl vill1.ge 

producer durino:;:r th,~ Second Plan Period; :tnd th1.t this vr1.s 

on:.:: of the l i.St inst :tnc:os '.--7h2r:: '-;;:=J.ndhi 1n thinking had Pl:tyc~d 

'1. role in influencing th:~ dil:'::!ction of industJ:"i ""3.1 dev~lopm2nt 

policy. 

In f"l.ct, this is not absolut:::lr tru;~, for 1.fter:. th-..:: 1g77 

::ivG7 ~:!dly G'lndhi ::tn proqr:.:tmme of dev ~loprnent. On,-:; of the more 

who headed the BLD or, br:o3dly spe1kin-:r, the: r:ich p~:..S1.J.1t 

f"3.ction of the P"lrty; :tnd itw3.s Ch'lr:an Singh who, in his 

book 11 Indi 3.' s ·sconomic Policv ; Th:3 Gandhi"'ln Blu:3print" m1de 

the:! most outspoken attack on th2 strn.t:::gy of development 

initi~ted by th2 Conqr:-ess Party in accoJ:"d.':J.nO:! ,,7 i th the 

Nehruvian version of 11 democratic social ism" 0

1 

Charan 3ingh's general pointw3.s that unemployment "lnd 

poverty, or wh3.t amountcod to th.:; soci~l m-':lnif,~stations of 

disturbing fe.3.tures of the Indian economy, were due to the 

misconc:~ived natur2 of the :2conomic policies folla-7:~d during 

L Ch'3.ran Singh, India's B<;;Q!l_qmic Policy, (Vikas, 
N::;;:J' n~lhi ~ 1978) 0 
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th 3 N<;hru and Indir-:1 Gandhi period>. '~,h3Se policies, '-'thich 

In 3.'1r2•=mcmt with orthodox or tr1.dition1l ccono
mis ts, ha-v ..;v'-~r, in th'" post-ind~o-.:nd.;nc~ .3r:-a, 
!J..;hru thought th1t h::1vy c-:1Pit1l int.=nsiv:;; indus
trv 1~1 to high2r 0utout 1nj, th~r.=forJ, to high:;r 
n 1.tion 1l in carr.) or "3ross lhtinn 1.1 ?reduct (c;NP) 
'J.n i th 1.t pov,.;r:-tv 1nd un :molovm .. mt l1 ill lsic71 t"lke 
c.1.r.:; of th..!ms2l v2s onco ~' _; too1< c1.r2 of-GI~JP. 

vUth =t vi-2'\·7 to 1.chi2ving f1st ~r qra·Jth ca~it1.l 
H '3.S subsidised -md ~.Jministr:1t iv! c:ontrols used 
to 3CCJ1 ~r1.te l1.rg~ sc1l2 c'lpitl.l-int~nsive 
inv2stm.:mt. Etn"Jloyrn . .::nt H 1.s r2leg1.tJd to the 
b1.cks.::1.t 1.s by ,?roduct o-F th-2 over1.ll gr&th. 
\nJr.v;r ~ 3.S, in our ci rcumst'inc2s, it is employm::nt 
th-,_t should h1v::: b22n m1.d-.: th2 "1im or t'irget, 2 
1nd ov2r =tll grov th cons ide r-ed 1S its by-1)roduct. 

In 2ff2ct, th2 1.nti N2hru vi:.~N 'ltnount:~d to 'l pl.?l. :Eo::-

on th..; gra1 th of outplJt, to th 1.t of qro.1 th of employm.:;n~ 

opportuniti2s. 

In our con t.o:xt, vlhl.t w "1S Pl.rticull.rly sign:tficl.nt -v; 1.S 

the distinction m=tde for th2 first tifl'\c, in '3. mmner which 

=tnd sm1.ll sc"ll; units: 

The r~l.l choice in our country is not so much 
h::U.12en l1.rg-.: '"3.nj sm-,11-sc'lle industry, "1.3 

betw;;3D PCl-181:' driv .. m in-:iustry (11Cq'; md Stn"lll) 
on the one h1nd 'lnd cott=tg2 industry on th2 
oth 2r. Only th~ 1 "1 ttGr c1n pcovidr~ g1.inful 
cmploym2nt to th..; millions in the vill "lq;;s vlho 

1. Ch1r1.n Singh, OE. Cit., ?9. 83-S4. 
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:1re busv during the SCNJing 'lnd h:1rv·~sting se3.sons, 
but ar2-idle for th2 rest of th2 ye:lr. The 
• coloni'll' rel "':ltionship ,,.,hich h""'l.s d~w~loped bc~t
ween tO•Tns i'lnd vill3ges ''~~ill dis-=>,.pp;:n.r only lrlh:~n 
consumer goods r:1nging from so.qp to cloth, 'lre 
both produc2d and sold in vill:lges. 

·71. dem-=:trc':ltin<:J line •.-1 ill, tharefor2, h.'lve to be 
dra\'Jn h~u,,, ~en cottage ::tnd small SC"'ll-~ industr ics 
too, th.~ 1'1tt.::=r bc~ing curb:~d or: r'=gulat:3d in the 
interest~ of the former.l 

For th2r2 .'>Jill be no hir.::-d i-:orkecs in cott-=J.ge 
indu.stcy "l.nd only 3 f:~v of them in sm::tll sc1le 
industrv.2 

Th2 distil~ction beb.-Jeen cott"J.g,3 .J.nd Sm:lll sc1.L~ units 

•.1 -"tS thorefor•.3 emph1.sised by pr:oposing th 1.t pr:ior ity b::; qi v~n 

to the; cott'1g3 units, ovec sm1.ll scOJ.l<3 units in offici ::tl 

promotion progr"l.mm,~s. It1,7'1S J.l:'gu.:-;d th"l.tWh-l.tever it.~ms 
I 

couLl b,:? produced in cott:J.qc industry should b:; prohibi~-.- ·d 

from m-=:tnufqctut:'c:! both by sm.J.ll :md l"l.rg:; sc'lL:: units; s:·condly 

wh:J.t could not be m"l.de bv cott::ltJ-~ units but Hi'lS possibl-) to 

mJ.nuf.l.cture in sm'lll un,its should b:; r<~served foJ:" th•O! l"lttc~r; 

"l.nd fin.-=:tllv, only those l::trg = sc ::1L: units, 1vh ich m 3DUfv:!tured 

items which foJ:" t-3chnic1l re-=J.sons h"l.d to be m"l.d<~ in this 

of incr (~:qs ing "c::tPi tal int,_::ns i ty' 1
; ::tnd thJ.t pJ:"evious C_on]T8SS 

policy m::tkGJ:"S, in intention'llly encour"lging l:1J:"ge units, 1nd 

prob'lbly unintsntion'llly confusing cottag2 1nd sm'lll $CJ.L~ 

units, h.::1d not fully utilis:::;d the employment gener3.tin·:J 

C'lP'lcity of cott3ge units. 

1. Ch3J:"'ln Singh, 2£. Cit., p. 110. 
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Th_- t'lct th-=tt cott"lg-3 units h"lv~ '3. 1o,, ~ r "daPi t-3.l 

in tens i ty 11 th 1.11 sm'111 sc'3.1c units isL of cours:~, 1.n import~:tnt 

ooin t in 1. 1 in2 of r .. ' l.S on in 1 such 1 s Ch "lr 1.n S inqh' s, i1 hi ch 

,~mph-:~sis~s J. d..::v..::lOI•r.t'-!nt str"ltc'JY b3s;d on th~ m1.ximis1.tion 

of 2mploymc!nt opportunitL~s in 1. "c1;>it11 scJ.rc,a" 2conomy. 

HQ.~,~V~t:", nh1t is of ,l:"~lt si'}rific1nc:? to us is th-=tt Ch11:" 

Sinqh hims~lf J.ctuJ.lly _dis_t_in]"uiS"il:..§ b.;b-v.; ::n cott"tg,~ 1.nd 

srn111 sc1L: units, on th2 ba.sis of th.= us.~ of sola1y 

lrbout:" and mJ.nu-1.1 P!:"Oc;ss.-"s in th~ tol:"m~l:" typ~ of unit. 

1r JUin'J for support to cott-,_q2 units th2r·~fore, h.~ w "!.S 1.rgui 

fot:" prot~ction to th-.: tr1.dition1.l pr :c1.pit11ist proriuc-~1:" 

'lt"J!inst th" competition of both 1:u·(y: 1nd smJ.1l sc1.1e CJ.Pit· 

list units. ItwJ.S a cl2:1reut~initi1tivc in f1.vour of the 

sm-=tll commodity produc,::rs, 'J.nd th:;rcfor.~ J. r1.dic"1l mov..:: 

1g1.inst th; PrevailinJ lo'Jic of sm1.ll industri-s policy th·1t 

i•l 2 h1.v~ dascrib2d in Ch=tpter- VII. 

Of cour- S..!, in di.stin•JUi shing b.= a.' .;an cott1. J2 :m i sm'lll 

Scll.= units on th:; basis of the usc of f1.mily l1.bour 1.nd 

mJ.DUJ.l pr:-ocess~s in cottJ.g.= units, Ch1.ran Sin~h .,_pp;~rc~ co 

be r:=p.;"'.ting the point m"'.d2 by th.; Fisc"'.l Commission in 1':;!50 . 

. '\s we h1.v;~ shewn in Ch"'lpt..:r VII, th.=y c~ferr2d to tthousehold" 

r "lth 'r than 'cottage 11 units, but d2f in ~d t:12 former- in 1. v; r:y 

simil"lr V-'ay to Ch3r1.n Singh. \v·h"'.t m"td2 Ch1r-=m Sin?h's initi1.

tivt2 in this r;g.::1.rd of irnport;mc.J W::lS cl21.rly his position 

vlithin the J1.n1.ta Par:-ty hiel:"-"trchv: l.nd expoct"'.tionsu_;r; "'l!:"Ouscd 

th1t ch"lng.;s in economic policy would t"'tk,~ Pl"'tc-~ qlong th::! 

lin2s h~ h1d l1.id out. 

****** 



CHAPTER VIII 

CH.Al'JGES IN THE STRUCTUR8 OF INDU.STRY 
------~ -- --- --------- -- --------

A. THE TRADITIONAL PREC.\PI'l'llliiST INDUSTRI33 -------------------------------------------

VIII. 1 Introduction 

In Chapter VII, ,,7e had reached the conclusion that th::= 

objectives of small industries policy could be interpreted 

to be tivo-fold. These vl ere ci:"eation of a stratum of srr.:J.ll 

capitalists, and the extension of the home mai:"ket by the 

encouragement of modern small sc3.le units, essenti3.lly 

capitalist in social orgariis;c}_tion. From both thes2 ob~?c-

ti ves folla,yed the logic-'3.1 conclusion thCtt trr.1di tion.'J.l 

precapitalist enterpr-ises, under- the pressure of capit'llist 

competition, had either to "mo:J.ernise" or to face ~xtinc-tion. 

In this Chapter, we are concerned ,,Jith the effects of 

this policy on the precapitalist sector as a v.Jhole. Fo;: 

this purpose, it will be recalled that our discussion in 

Chapter I had led us to the conclusion that the process of 

dev<~lopment of CrJ.Pitaiist r:~lations of production in an 

industry was accompanied by the gra.Jin'J use of hired H0rker:-s 

in the indus try; and, cor n~spondin·JlY, of a gr:-a.v ing use of 

hiu~d Horkers "~"'i thin distinct pr-oduction units in the industry. 

This proC3SS, in turn, implied the decline of the household 

sector "' i thin the industry and th::; gro!'l th of the non-ho·J.sehold 

sector, for these s ::=ctors ''" e r::~ def inr~d in r~l at ion to the 

predomin.::tnt use by the units in each s•3ctor, of family i·'or:-kers 
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and hired workers respectiv:ly. \:-2 h"' l. in Cha>Jter- I, 

thsr·~for ~. idcmtified the pr~C'3.Pi t.:qlist s 3ctor- with th~ 

hous::;hold sector, 1.nd ""'~ PI:"OIJOSe to do th·':! S"3.r:1~ in this 

Chapter. 

It is unfortunat,:ly not possibl.~ to h"lv:; ·"l bre1.k'io'n 

o-<:: th~ pz:-~c:lpitalist structur.=s into compon~nts suer, .:qs 

1rtisan and s:n'lll commoJ.i t·r production. 'l'h"; r ~"l.son fol:' this is 

th"lt no surv~ys, comP·"ll:'3.bl ~ to the on::s on uhich our enal,-si;, 

of Chap to !:'S III and N is b."ls:d, h :lV ~ be-..!n un::L~ l:'t "lken "lt "3. 

L"l.ter period. Ho.vevel:', in the L\ppendix to this Ch1Pt2r, •-re 

provide 1.n "lnalysis of the economic structul:'a of rur"ll 

crc.ftsrnen on the basis o.C: the Third \ll Indi"l. :Jebt and 

Investment Survey conduct·.:d by the Resel:'ve B"lr.~< of India in 

Fr-om the arnlysis of Ch'3.pt,::;r- I, -..,;.: h"l:l deterrnin:;d th1.t 

th3 tr1nsition to dominanc~ by units using a m:J.jOr-itv of 

hired 1 3.bour, -md therefor: th~~ tz:- 3.nsi tion to domin "lnc::: b:v 

canit"llist units, h·~d occurr:ed as "''2 1-rould exp::;ct, "lt :: 

V"lryin:J level Of the total number of vlOrkers ,:;rnployed. rrhis 

hqd r1.nq.~d from 5 to 10 \!O!:']<ers fu:)ending on th::; sp2cific 

industry "lnd the typo of technolo1y in use. If,ther~fore, we 

teke the upper limit ~s the conserv~tiv~ dividin:J line be~;een 

C"lPit"llist :lnd non C·3.Pit::tlist units, then it would Seem th"lt 

the concept of unr-egistered units, defin:;d by th~5 r: ~:xcJ Psinn 

from F~ctory Act regulation, \v ould serve "lS "ln ev.:m s 1.fe r 

distin~JUishin J pr:i.nciple. For- the Factories \ct is "lPPlic'lbl.::: 
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to uni.ts which amploy mo:ce th:=tn 10 wor:-b:.r:s V.J ith pa1er:-, and 

mor:-;~ than 20 '-vor:k.;r:s without pa1 ;r:-; ,_nd units n;q-istc~r:-ed 

under: th,; FJ.ctor:ies ."\ct would cl.:;"l.r:ly h~ C"l.Pit'3.list. 

1;::qu 'llly ch::ar:ly, the household or: pr:ec"l.Pi t"l.li st sector: 

v.Tould b::o J. subs•::et of th~ set of unregister:r~d enterpr:ises, ::1nd 

th; qu·estion m.::1y ba asked :J.s to v.1hy we J.l:"e ex=1.mining the 

unr:egistered enterpr:ises 3.S J. 'whole, r:1ther th.J.n the household 

component of this. The re.?.son for this is simply thJ.t offici'11 

d'lt,J. is l3.r:-gely collacted and cl -=tssifL~d '1CCOr:din·1 to 3.dminis

trative c::quir:ements, 3.nd the closf;st offici '11 'c-=ttegor:y to 

our: conc2Ption of the pr:ec"l.pi t-3.1 is t sector:- is the unr:eqis te r:ed 

sector • 

.For: the unor:ganised or: unr:eqister:ed mJ.nUL'lctur:ing sector:, 

c.:::>-~ 1pt from the pr:ovisions of the 1948 Incli 3.n F:J.ctor:-ies Act, 

ther:~ ar:e txvo sour:ces o·f infor:m1.tion which "lXe possibL::~ b::1ses 

for the construction of time series :htu. The fi r:-st is the 

N qtion"l.l S=1mPle Sur:vey (NSS) studies, 1,1hich h-=tv·:; be .::1~ cv:-1:::.c.c;t.ed. 

a.t pe r:iodic intervals; '1nd the second is b=3.s 2d on th:; t::1bles 

computed on the datq of the 1961 =1nd 1g71 ?opul-=ttion C¢nsus, 

conducted by the Consus Commission:;r of Indi 3.. 

'rhe NSS studies al:'e, as -the n::tme sugr:r.-;sts, s-,_mple 

sur:veys of the unregistel:'ed' establishments 't·lhich lie in 

what is r:efet:"red to as the household sectol:'. In this 

specific context, the ter:m household t:"efer-s to est-"iblishments 
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which 'JX...; op...;clt,~d on 1. propJ:"i~tory or P"'l.rtnership b1.sis, 

1nd ther ~for-.= ...;xcluJ'~ coop2c1.tive ,~nter-pr-ises iln 1 thos..:: 

run on th2 b1sis of joint stock comp·mies. 

The problem with th~ !'!SS studies, ""'\S f1.r 1s our purposo 

is conc;rn2d, is th":tt thev ;"'lp'O;""lr to b'O or-i~ntad -=ssenti""'lllv 

t~11rds esti~1tin3 th; contri~Jtion of the unr~qister-ed S3ctor 

tav 'lt ds n ,tion"'ll incorn,;. '\ll th,.? d-=it'"l 1r-: ores ;n ted in ""'\ form 

from which 2sti1.1"1t~s of thes.:: kin:ls C"'in b; r.ni~; "'!nd in f3.ct, 

th; report of one of the studi•:s mRntions specific1llv th"lt 

the prec ;edinq surveys should b_~ t re 1.ted 1.s succ 'SSi v; ""'l.PPro

xim"'3.tions tav1rds obt•ininrr c:;li"lble estim1t~s of th; ::-cono-:-'"lic: 

l :::v;l of "lcti vi tv of this St;ctor-. Thus, for 2Xl.'"1Ple, l·lh ile 

th-~ cruci 1l dis tinction h;tl-1 ~en f "mil y workers "1Dd hired 

\vOJ:"kers h,_s been recoqnis1;d "l.t th,; d"3.t1 coll2ction stl.g ~, 

th2 t.,_bl;s in th~ surveys provide merely th.; ":tv-rl.q:: nurr1b:;r 

of both types of vTOCk2rs p,;r ent.=cpris2. This m1y h~ :>i 

V"llue in estim"lting the tot1l numb;r of f1milv 1.n:l hired 

wor-kers in the unorq1nis'"'"d s.;ctor 3.S =:1 1.-lhol.=, but provides 

no indic;_tion, for inst:.nce, of the S!)[-:"ld of the tot"ll nu'11ber 

of -t 1.mil y \·J orke rs, =J.cr-oss ':nter-pris:~s of dif-ferent siz0 r 1ng .::s. 

It is for- this kind of r:=ason th'lt vle h:lve been "lble to m:tke 

only limited use of th:: NBS stu-:iit":;s on the b"3.sis of th2 Te1bl2 

discussed b3lov. 

In T "1bl2 VIII. 1 He give the numbers of h0US.;hol::1s cnq""1g:::-d 

in mmuf"lcturing :~.ctivity (either on "l princip1l or :t sub3i-

di::i.ry b:~.sis) over the "br.renty y:::1.r period of our:- concer-n. It 
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J.PPC~3rs from this T1.ble th1.t there: w,_s 3. v.c:.ry sh.::J.rP dro}.) L-:· 

14th ;qnd 23I:'d rounds, th3.t is,. from 1058 to 1968. He: should 

mention in this connection th :1t th·c: dr:=fini tion of m ::J.nuf::tcturi:J.g 

hous,2hold ch::mgc:d during this perio-1, fJ:"om -,_t le:::1.st one d::ty' s 

paJ:"ticip:qtion in such :1cti vi ty over th,~ Pl:"'?.Vious y,?."l.r to :;lt 

le=tst 30 dews (not nec.-~ss:3.J:"ily consecutiv.~) n-,_J:"ticip::ttion, 

rel1.xed in the: C"l.S'; of se::tsonql industries to J.t le'3.st fift::;;-on 

T,:\BLE Vlii. 1 

D~VELOPHENT OF 'THE UNREG ISrrERED I"L\NUFACTURINr; SECTOR ____ ,_ ________ ------------- -----·-

- - - - - - - - - - - - - - - - - - - - - - -· 
NSS NumbeJ:" of Number Av:.~ J:" .J.g ,3 
Round Period of Sui:'v:?.y H.1.nuf 3.C- of Numb.__;r 
Numb2r tuJ:'ing H OJ:"kr.?. J:" S ~,,, o C}~eJ:" s 

. ....,. 7 
.i....) 1 t..J: 

-

of 

hous2holds ( 1 ""lkhs) per house;-
(l1.khS) hold 

- - - - - - - - - - - - - - - - ·- - - - - - - -

7th Oct. 53 to I1::tJ:'Ch 54 98.86 126.42 1. 22 

8th July 54 to APJ:"il 55 108.10 142.02 1.31 

9th jll,3_y 55 to Nov. 5S 121. 62 160.86 1.32 

lOth Dec. 55 to I"l3.y 56 123.57 202 0 01 1 C:':l . ~ ~ 
14th July 58 to June 59 134o56 17 3 0 18 1. 29 

23J:'d July 68 to JunF.; 69 85o51 139.16 1.63 

2'1th ( 3.) July 74 to June 76 88.00 N o/\.o N .A. 

}'!.o.:tg; ( 3.) Figui:'e rc:fGJ:"S to thG numh:c:.I:' of <3ntei:'PJ:"iSc?.S 
J:'J.thar th~m households. The number of; house
holds 'dill cle-=J.rly be less th3.n this fi.-JUI:"i?.o 

-

,!3_Qll,~<;;Q::L N3.tional S"lmplG SuJ:"vey Reports Numbers 43, 94, 205o 
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,-la,.r,:v~r, th; l'J.rq~ d.:;cr:..JJ.SC do.;s not 1PP~_=tr to be 

~x~lic:tbl_; puc.:ly in t:~rms of th2 d~finition=tl ch:l.D'J<:!. 

Some ~vid.2DCe foe the vL,._.; th "'l.t this r...?Dr,:;s mts 3.n =tctu""ll 

d.2clin:: in industri =tl .:;conomic 3.cti viti ~s is provide::l by th3 

1968 !:'<Jp('\rt its_lf. This shc:M.TS th1.t a.lmost 64 p..;r c•;nt of 

th..; ~ous;.:!holds .:;v ~n in th.2 cur1.l "1r·::ns h1.d work:d for:- 1.tl2<0St 

15 d.=J.ys in th_; Pr.2vious month ::1lon~, ~nd th1.t th.:; s::l.mple 

rul:'=t l hous ~holdR l.S a whole; had wor-k2d for '3.1'"'1ost :.. 7 r3ays 

on t~:; =tV2r~~2 Juring th~ pr2vious month. 

it \·J ould not apr>~ar to be lik":ly th Cit th.2 d2cline in the 

num:J~r of m;mufJ.ctur ing households could b.:; .;xpl :1ined h>:r 

arguin'J th 1.t units, which by th.J pr-evious d0fi::1i tion co1lld 

be~ S3.id to b.3 ·'active", h:td nav b0com..; "passiv,:; 11
• On th.; 

contr=trv, it sc2ms th'lt if 3. unit1•.7"3.S not corr.pl:t..;ly defunc:t, 

(.,~.~~ :t op,.Jr.=J.ted for .=J. fl.il:" number of d1.ys in th.:; y~.=J.I:, =tnd 

th,, d.2 fini tion.=J.l chang..;, th..;refor .:;, , ... ould not h3.v0 h=.J c.r.; .:.:: l.

tion =tl cons..;quenc•.Js. 

Tl.bl:..: VIII. 1 .=J.lso su1gcsts th"3.t 3.1 though thee:; i.s .=J.n"3.lo

gous f~ll in 2m£loym.2n~ b~tw.:;en 1958 .=J.nd 1968, it still rom3.ins 

hirrhc.:r in 1968 th;"ln "'l.t th.J beginning of our ::: :f . .:!rence p.::riod, 

1954. This hi]h(;r lcv,::l of employment compar:-ed with th,.:; 

f=lll in th.:; nur@2~ of househol is HOuld sucypst th=tt tr . .:. 

ClVer'lg·~ size: of the enterprise op,.Jr=tted by ·:l.ch hous::hold 

vJ ould h.qv2 incr..:. '3.SC~d ov2r this pel:' iod, l.nd this is also sha-1 n 

in ~"lbl.) VIII.1, wh;:;r.: w.~ cJ.n sea thl.t th~ nurnber of "rorkors 

per hous~hold h~3 incrJas~d from 1.28 in 1g53 to 1.63 in 1968. 
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Unfor:tun:ttely, w:·~ h:'W8 had to cxclud,:; th.:: figur:-:;s fo!:' 1974 

c·-7 hich '3.1:"2 pr-ob:::tbl'l biasc::d, and reduc::d, bv the inclusion in 

tha sur:-vey r-esults of figures for- households in tr-ade, 

tr 1nspor:-t and other- non agr-icultur-al acti vi·tL:s, -v.rhich amploy 

not mor-e th =m 5 wor-ker-s. 

In conclusion, w2 can say th·1t the~ 20 y.:::"lr- period 1..mdet" 

study shod c~d a mar-ked d,~:cline in the number- of hous::;holds 

undr~rtaking manufactur-ing activities. Thr::: fi1ur-es fo::- employ

rrt3nt also shav~::d a shar-p d::::clina fr-om the 1 :~.t; 1950s pe::J.k 

p;::riod, but did not fall belovv th,; l2v:;l in 1954~ thus th2r-e 

'·''iS ~r. incc<:;::tse in tht? aver-age numb::;r- of wor-kers per·hous.:;hold. 

h\,,; vl ill attc:mpt to provide fur-th:::r ~3vid.:;nc:: for thr..:s::: 

tc?.n·ds in th,; ~-:,.,~xt S'.::c·::ion w;,::;r-e we 2x:1.min ~ th:.:~ d:3.t3. fccm 

the dec':~nni:tl population census which, as the:; t2rm impl ie.s, is 

the~ only source of inform::1tion on th.; unregistered sect•)r th3t 

is :1.vail3.ble on 3. census b;:1.sis. 

The Census h-:ts h . .:)en held evi:;r.y t::::n years in Indi3. fr-om 

1881, -:tnd is ther-efor:-::~ 3. major- sourc.e of d:tt"l on long t'?rm 

economic, demo·.:;rr aphic and socia.l trends. }\S f'll:' '3.S tb:: 

r:;conomic dat.'l are concern:.:::d, these h3.ve be,:::n considerably 

r.,efir~::d conc,;ptually, P:J.rticul'3.1:'ly in the; pel:'iod follar.Jing 

indz:::p·:::ndenc2. Ho.'llever, vr-o h3.V2 not found the 1951 Census of 

us:; h~c:1us:~ in this ;.::xercise, th•o popul=ttion W'1S not cl=1ssified 
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C.: :::-r-11 th~~ ooin '::. of view of the economic syst..:;m ::tS 'l whoL~, 

but r~th~r on th~ b'lsis of th..:; individu::tl. Thus 3ach ind1-

viJu3.1 w::ts Pl""!.c;d in th:: c-::1t,~gory of ::t s;lf supporting 

person, 3.11 2"'lrning d2p:.::nd~nt or 1. non-;1.rning d..:;pr~ndant. 

\'\?hiL: ""! s ;l f supporting p8rson w ::tS on..:; whose incom..:; vl 3.S "lt 

L:;'}St suffici...mt to cov_]r his or h·;r o·:n n..:;ads, 1.11 ...;"J.rning 

.\ d·2p2nd .. .mc r.~quir)d suppl...;m.mt3.tion of his incoma in ord...':!J:" 

\surviv~, '>~hil ~ 3. non---.!J.rninq d..:;p~nd..:;nt \·7"J.S .~ntir.::l·r th2 

r }sponsibili ty of th;; -JI:"Oup of s ~1 f supporting par sons. 

Th2 S)cond kind of cl~ssific1tion in th~ 1151 census 

pend.;nt ~1ork2rs. .\s the; t :;rms imply, 3.n employ .:r r :=quir- ~d 

("J.s oppos~d to th2 r.::l3.tionship batween hous;hold.::rs ::tnd 

to 

dom.:;stic servl.nts, wher ~ th2 rel "J.tionship w ::tS not .:;ss--:r..ti 1.1 

to the 1.ct ivi tv in question) ; \•Thil:; '3.n ind;p :m :lent ;.1 ork..;;: 

neithc-~r HOt:"k2d on ~noth.::r: Pet:" son's 1.ccou11t, nor did h; 3mr::~lov 

:=tnyone, except possibly on 3. vet:"y C'lSU"'l.l bJ.sis. 

Unfortu.'1 "J.t..;l y, n..;i ther of th=se cl-::1ssi fic1 tions is us;,:;£ul 

by the compl3te ch:mg-3 in concepts which took pl ::tc.:; in thG 

1961 C2nsus, md which h-::1s fortun-qt3ly b.J..:;n folla•78d in 1. 

subst1.nti-ql me"lsur..:; in the 1971 C~nsus. 

In 1~61, the popul3.tion w1.s dividad into tJ...To b"J.sic clJ.sses, 

of workers 'lnd non worket:"s. In th~ C"J.Se of r .::qul1r or 

11 org1nis.;::l" .;mploym.__:nt, the Ct:"itet:"ion for cll.ssif.ic."J.tion :::ts q 
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"0r:1-;:cr w -=J_s 2mploymen t on :1.t le:1st on'~ d-w in th.:: for:tnigh t 

-;::)r.evious to th;::; ~numer:'ltion d:1y; whiL; in th~ c'lso of 

"unor:g"'.nis.::da 3.nd s:~CJ.SOD:J.l occup,CJ.tions, the individu3.1 D;:;c;cbd 

to h"'.V~ had soma r:egul -=tr: ':J ork of more:; th -=tn one hour :1 d:1y 

throuqhout tho gn;Clter P"lrt of th:O working s~.;-:tson, in ord.~r 

to be cl :1ssified 2s a w ork(:;r. It should be noted in this 

contc;xt th"lt sup:~rvision CJ.Dd din~ction of oth~r person5 1 

no·t involv::;d in :=tny :-'!conomic -:1ctivity "'l.S dr~fined hec; w·c;r:e 
I 

trc.::.'l.ted -3.S non workers. 

In the:; 1961 clCJ.ssific"'.tion, th:Jr :3fore, th3 non-working 

consisting of pension,::;rs, L1nd hold.?rs, th::; very old "'l.nd 

th2 very younj, ::tnd inm-=tb:;s of hospit1ls, mc.;:nt1.l institutions 

-=tnd so on. In 1971, th2 i»Jo concc:;pts of v-Jor:ker o.nd non v.JOrker 

wer:a co~sider~bly refined -=tnd pl~c0d, so to speak on 3 P'l.r. 

lr{Jhile the definition of :1 woL"ker L"em1ined -:J.lmost the s3me, 

exc3pt th~t the· r:ef:=rence period H3.S reduced in the c"l.se of 

regCJ.l"!.r: work in the or:g=mised sector: fr:om a fortnight to a 

week prior to enumer::=ttion, persons such =J.S students, housev-1iV8S 

"l.nd so on were nav classified ::1s non workers. In· the C3.SGS 

where such per: sons helped, in househol ::l enterprises, r-etail 

tr:CJ.de and agricultur<'ll operations in addition to their: norm:tl 

11 non economic" :1ctivity, this V.l"lS recorded "lS their second'3.r-y 

activity through a separate question in the census form> 
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';:'he second innov"'ltion of the 1q61 c;;nsus, "lso c:::rr-ied 

ov~r to 1971, w l.S tl.e distinction m "'r'f~ b eU.1 een 1·1or1<::-=rs in 

hous8"!1old -~n t:-:! rprisf7.! s, -qnd those in non-household enter-nri ses 

>='or th ~ Census, il hous<•hold en':erprise ( :1nd it is i npoJ:"tl.n~ 

to bP."ll:" in mind the diffeJ:"ence between this definition ~nd 

th~ ~ss definition qiven 2~rlier) w1.s d~~ined sep1.r~taly for 

the urbm 1.nd. th·~ n.:.J:" :1l ::1re'ls. In both li:"2~S, 1. household 

ent;;rprise w "lS on"3 in \'hich the he"ld of the hous.:hol.d '!.nd/ol:" 

other fl.mily members Her·~ "3-ctively eng"lg,;d, vJith m:J.r;JinJ.l 

contribution from hired ~,-,orkers. Het-Tevel:", Fhile in tha r.-1.:.r1.l 

ar'2l.S, the enterpris.~ could be loc~ted ':lnyv;her-= in the vi ll1r.re 

i:r1 ·e.stion, in the urb"1n 'l[~-'lS the :nt.3r:PJ:"iS~ h':ld, in orde;~ 

to br~ cl1.ssified as 1 household one, to lie in the s2rn2 

"census h0'1Se 11 -'iS th.,t occupi.;d by the ''c~nsus hous-;hold" 

in question. 

It is m"l. b clc~r in the -'3.ccor:-,p:J.nyin1 notr:.:. to th;; C:c:nsus 

-:.~ble, th!.t the loc':lt'on-ql criterion , .. ,~s b1.sic:-::.lly an id~nt5..

fic""'.tion mech =tnism to h..=lp t"":t..= cronsus ,O!nurn;J:"l.tors to identify 

1nd distin']uish 3. hous2hold enterprise. For it 11 1.s f-31 t th 1.t 

whil·~ in th~ rurJ.l 1.r :1.s, 3.ctive involvc;n,nt of f':lmily work·~rs 

could t "lke .:?lJ.c•e :ven if the <..::nt -~rpr ise w "l.S not 'ldj -qc2nt to 

the living qu1rt'"~rs of the f -=trr1ily, this w 1s 2 r ~quir:-::ment in 

th2 urb1.n ar:;1.s, if f '·Tiily members wer<? to 1.ttend to bc ... h 

hous ;hold m :1 in:iustr.' ""1.1 duti _:s. 

3efor= conside:ing the r0lev1nt d~t~ on this subj2ct, 

it is nec<-"SS-'3.ry to c~fer:- to sev..;r':ll contro?ersies reg.qrding 
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the; obser:-v.~d d:::clin,:; in p:trticiDl.tion r~t ~s :tnd in the numbc::r 
1 

of w or:-k2r:- s b2twe:-3n the census o ..L Fem.:tl<~ p~rt iciP-l.tion r:-ates 

fell Pilt:ticul3.r:-ly dr"OJ.stic:tlly over this per:-iod: ~nd for 

this r:-e~son w2 intend to confine our :tttention to the m3l2 

vJor:-};:: for:-ce. Hen~, too, w.-::. sh.J.ll fin::J l. declin.:=>. in the P·'ll:"ti-

cip'l·t ion r:-a tes, -=tnc':l vr~ sh-:tll discuss the rel :tt i Ve r:-elevance 

of st=J.tisticill -:tnd ·~conomic re.3.sons for:- thes'c declines. 

T,~BLE VIII. 2 

H.'\.LE \JrORKZP.S IN EOUSEEOLD ENri'ERPRIS2S IN INDil\ 

1961 - 1971 

Tot-=J.l Number: of H!or:-kers X 
X 
X 
X 

% of Por:-kers who :tr:-e 

1961 

1971 

---···-------T- ... ··----·--
Bmploye~s X Other:-s 

X 

58,64,222 9.72 90.28 

50,21,251 91.78 

( 1) C:3nsus of Indi:t, 1961, Volum:~ 1, P::J.Lt 
1I-.~Ll)_q_~-ll~~~l Economi'CT"ables,_ rr3b:k:~ 
~--!.~Pal:'!:_~. [Registc~r Gener:--=J.l, Ne1--1 
Delhi -~ 1965) o 

(2) Census of Indi~, 1971, S 2 r:-ies 1, P1.r:-t II
B(iii) '-::"'ner:-~1 Sconomic· T.l.bles, Table B-IV 
P-a~~U rRegistr=J.r:- iener::1l, N.ew Delhi;1977) o 

). • Repoc~_Oll._f..~.~1.2:,l:"...Y<~--~l}~C:..Q!l.<2mig_.Questi_ons - ~ 
r:-esults, Census of India 1971, Ser:-ies 1, Miscel
ll.neous Studies, Paper:- 1 of 1974. (R,egistJ:"'ll:" 
Gener:- 3.1, Na,r :Uelhi: 197 4) • 
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Ft:"om T;tble '/III. 2, W2 c::1n se~ th:tt th2r2 ill "iS =:t ver:v 

1961 1.nd 1971. Tb.~ firrur2 fell from 58.64 l"l"khs to 50.21 

l"'tkhs, or: 1.lmost 8.5 1-1'-<hs over the t2n v21r -p~riod. :\lmost 

thr2 ;ntir:..::; loss of Hork..!rs is -..ccount ~d for bv th:? loss of 

f 1.milv wo rk;:=r:- s "ln -:1 11 ..Jmploy.;r s ", Hh ich to Jether const i tu t2 

th_.::; c"lteqor:-y of ~'oth-2r POrkc;rs", in th.-= rur1.l "lre""ls, thouqh 

It docs not seem lik2ly th""lt this loss could b.:; du~ 

0ntir2ly, or ..::;v~n princip~lly, to d.;finitionJ.l ch1ng~s i~ 

the con02pt of th~ work2r. For:- in 1971, the notion of '.:.he 

"non v7ork;r", whos'~ subsidiJ.r"{ occup1.tion consist(~d of I-70!:"k 

in hous-~hold •:mt.:; rPrisc;s, should h1v2 c 1.ptured most of th2 

persons incl ujed within th,~ looser 1161 d ;fini t ion. Ho.v _;v ;r:-, 

tve find rel:ttiv~ly fcv1 per-sons in this c1t~qor:-v, v'hich implic~s 

thJ.t thct:"e h1s b.:;.;n nn J.ctu"'ll d12struction of v1ork oppoctuniti2s 

in HHE. 

Offici=:tl ..::;vidence :tlso tends to sup~ort this liD~ ~f 

r e "lSOnin 1• 

of hous ?holds in order t0 d·~b:'!rmine th; 2xt ~nt to uhich th; 

ponsibl.:; both for th2 d.--=clin2 in P"'lrticip"ttion r"'l.t:ios, 1nd in 

the 1bsol ut.--= numb~ r of 1 worket:"s. For our purpose, it is 

1. R·~por-LPP R:~surv~y _9..!l_~£Q.I2.<2rnic Questions - ~€ 
result;_~. 
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. 
s1..1fficL::nt to note th"'lt the adjusted figun~s, I·.J i th the 1971 

concept t-=J.k.~n -:1s th<2 more~ SC1tisf1.ctory one, shewed .,_ declil}~ 

rur1.l workforce. The 11 othc3r wor-ker- 11
. C"l.tegory consisted of 

3.11 vJor1<;:,:;rs other- thJ.n those eng=J.·:red in cultiv:'ltion 1.nd ·in 

If He nCNT •:::x'lmin2' the un::~.djusted ·fi<JUC:s 

for the ~n1orkforce included vJ ithin th.::: 11 other work~r·• c."J.t:~gory, 

1q61 "J.nd 1971 in ::tll s.~c tors of economic 1.cti vi tv c=xcept house-~ 

hold indus try, aoth:.::r- services", '1Dd th ~ combinr:d s.'"ctor s of 

livestock, forestry, fishin:g, hunting etc., and mining 1.nd 

qu3.r:-r-ying. ·· \i-Jlhile the figur-e for "other- ser-vices" f.J.lls by 

3.bout 16.5 l1.khs on 1. 1g61 b3.s2 of 85 l1.khs, or- 1.bout 20 

c-.::nt, th3.t for- h01...1.s ~hold industry fJ.lls by 8. 75 l 1.khs on J. 

1g6l bJ.se of 46.4 1-=lkhs, -=3.mounting to a d13clinr~ of lg per-

c.~nt. Finally, in th<:: liv,:;stock, ::tnd minin<J .J.nd q1...1?c:::;:y ~-n'" 

gr-oup th;:::re is 1. decline of 13.5 l J.khs on 1. b-=3.se of 4g l:tkhs 

or almost 28 per- cent. Th,:::se order-s of un1.djusted declin'~ 

-=tr·.:: not likely to be r,=~vers,;d by t11'.~ 3.djustm:nts, 1.nd we m==3.y 

th:o •·ror-kfor-ce both in hous2hold industt:"i<.:!s ::~.nd in th'3 other-

sectors mentionea. On b::J.lance, thec~for-e, ,,,e il'lOUld conclude 

household employment. 
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~"=turninJ in this manner to household industry 3.nd to 

:'i=iblr; '!III.? '"e would CJ.lso point out th3t the d2cline in 

famil•f 1-=:tbOUr iS r.1at ~hed by ;:J_TI equ-=!.1 f,ll "'_ j_n hired labOUr 1 

so th1.t the Perc'2ntaqes of '2'3.Ch kinl o-F: 1'3.bour r2m3.in 3.lmost 

(Familv l1bour:- :1ccounts ~or: '11. 79 p:}r:- cent of the 

tot 3 1 com)1.r:-ed to ~0.28 per c8nt in the e3rlier period). 

As th~ decline in th · nurnlY!r o-:: :1em9loyecS 11 cannot be dua to 

definit.i-o::lell ch.1ng.:: (h~c:luse th~y u::;r:-.; assum2d in both c~nsu3 

to b., full time) ,_,~ m•Js"':. "3.SSum~ th·'l.t this proportion-1te decline 

in both fanily .l.nd hi r =d wor:-k2rs in th.~ hous2hold sestor:- pr.o-· 

vid;s fur:-th;r:- :~videnc! o-:- an actu:1l destru'::tion of th~ op.era-

tions of so~e of thes2 units. 

VIII. 4 Conclusions 

The m1.jor conclusions -=:tbout th~ ~ffects of the 3m'3.l~ 

Industries Policy must hi:J.it for the discussion, in Ch:l.Db;r 

IX, of th~ develo~~ents in the c-=:t.Ditalist or non household 

s3cbor:-. HQ.vev ~r:-, the signific':l.nc~ of th<:: dat:J. pr:-esent2::i in 

this Ch-=:tpter for:- our on·roin(]" argument is s~lf r=vident. 

Y.!lh2ther:- the f::1ll in th~~ male employr'"l:nt in th; household 

sector is ex':l.ctly 8 ln1ilis betl-,e~:n 1961 nnd 1971, and \·lh.;ther 

the numh~r of households involved in unregister:-r;d 'Tlantif':l.ctur:-ing 

activity fell by precisely 10 l1.khs betwe~n 1954 -=:tnd 1174 is 

m:J.Jnitude of these declin:::s in <:conomic '!Ctivity ir: household 

or:- pr:-:;-capit""'l.list manuf-,_ctur:-,;. 
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Of course, the purposa of the policy m'lkers as we see 

it vJ as not the senseless d;~struction of household ent<:~rpr:-is2s, 

but r'lther th(~ encouragement of C"'l.Pit'llist ento~rprises, or 

.'lt least of those that used up to d'1te m1.nufacturin1 tech'1iqueso 

It is in this connection that the d:l.ta specific'1lly mentioned 

3.t the.:; end of Section VIIL 3 au~ of r>:!l2vance. This sl'Or·72d 

• L 

th:tt the proportion of fJ.mily labour in HHE increased m:J.r•;:ri-

n.::tlly ov..-~r th"! 1961-1971 dec.:l.d~ bv 1. 5 per cent. Th<-3 reinforce-

ment of the "household 11 D'lture of this categorv of enb3rPris~:;s 

could h3 due to one or- both of u.·Jo economic processes. The 

first is that of the initially "more C'1Pit0.list 11 of th<3S2 

enterprises adv3.ncing, :ctnd being t c1nsfe r red, to the fuLi. y 

capi t:1list and non household c:1t,:3gory: .3.nd the second is the 

inj:'::!Ction of nevv types of household enter-prise into th::; c~conomy" 

'V:Ue would "'l.rgue th·3.t the st"ltistic"'ll d:1ta th.3.t '''e h"'.ve 

discussed shav s both these processes 3.t v1o rk; 3.nd it is th2 

:ctnalysis of Ch'l.pt,:;r IX vJhich will provide some r.:;videnc<:; for 

this hypothesis. 

** .. k*** 



ASSZT.i 

\1 thou:rh th ~ housahold 'll1.nuf -=tr:tur in J sector h 3.j d..=clined 

subst1.nti"1lly by tha c"'lrly 1Q70s, it Hqs still q l==trg? -~nplo 

in 1bsolut~ t~r.ms. It is th..=refor:; , pitT th1t no -mqlvtic<.._ 

studi ~s ·:tr<"' qv ~il"l.bL~ of this S8ctor nhich ""'ould 1.llGV us to 

C<1Pit"1list d::!v~~lopment stL"1t.!T1· Th~ suL"v;~v th1.t com.;s clos.;st 

to me-~tin J OJ.r r~~quirem.~nts in this r=spect is th2 'rhird .'\11 

Indi==t D2bt ":lnd Inv?stm.~nt 3urvev conduct-=d by th~ R-!s?rV2 

BJ.nk of In:ii 1. in l'J71-72. "Sv2n hcLJ tha purposes for which 

thin in terms o-E our cone<; rn for structur '11 1..n 1.lvs is. 

Th-.~ 1971-72 Survey ltJ'==tS l.lso th"3 first of th.~ sari.:os to 

provide some d1..t.3. on rur :11 cr qft households qs q C'lteqoL '~ 

distinct to the oth2r rural non cultiv1..tor households. Th'~ 

cate1ory of rur"11 cr1..ft hous..::holds '<·J::iS defined qs thos.; 

households Phich h"!d l2:>s th'1n 0.005 0.cr2s of operationql 

from cr'1fts. 

at 770 L'!khs of Hhich non cultiv-'1tor households number-ed 

212.65 lakhs. Rur~l craft households numb2r2d 18.68 l1.~~s, 

or 2.4 p~r c~nt of ~11 rurql hous2holds. 
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TABLE VIII o 3 

I - - - - - - - - - - - , .. - ·- - - - -- ·- ·- - - - -~ ··- ·- - -· - - - - -. , - - - - - - -I- I . 
I I ' I 
I Agr:icultur;::tl i Cr3ftsm·::n Others I All Cultiv'ltors 1 I I 
I Labourers I I Hous3holds I I ' I I I I I - - - -Asset G rr·up - - - - .- - - - -~- - - - T - - - -1 ·- - - -~- - - , - - - r - r- % of O/ 

1 I I e/ I o/ of I O/ I cj of ' c/ /0 
( Rs.) <:/_ of % 0/ of ,o ' ' ,0 I ;0 ' ;o I /0 I ,o ' ,o 

house- of ' I house I ! hous:3- I of 1 house-! of house- I of I I of I I holds '3.SS:"""tS I I I :holds : ass<.;ts: holds I "lSSets holds I '3.Ssc:ts I holds I ·1ssets I I 
I .!. I ,_ I. I 

-~- -' - - - - -- - - - - - - - - - - - -· - - - - - - - - - - - - - - - --
Up to 500 2o0 44.2 8.9 2 3o 3 2.5 26.3 ·1.1 11.3 0.2 

500 - 1000 3.7 0.2 24.7 15.2 18.5 5.8 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 2'.3.7 14.9 11.3 16o1 5.2 

5000 - 10000 23.1 11.4 2.3 13.7 8.1 2 2 0 9 9.9 14 .. 7 18.3 11.7 

.'\bove 10000 40.2 82o3 0.8 13.3 3. 1 24.8 10.3 62.7 30.4 80.1 

- - - - - - - - - - - - - - - - - - - - - ·- - - - - - - - - - - - - - - - - - - - -
Tot.::tl of all 1ro. o 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
:lSS2t groups 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
i29.l!Fcc;.: All India ].=bt 'lnd Investment Survey ( 1971-72), _l~_sets of Rur:al Households as on June· 30, 

_1971, ( R3I, Bombay : 1976) 0 



.,.:..;.:;S'.!.' HOL..JlN'J.3 OF CR \.FTSJilEN 

- - - - - . - - - ·- - -- - - ·- - .. - - - - - - - - - - - - - - . - - - -
\Ss•~ t ,;rou'>> ( !'-;. ) . -------· --·---

\3S.:;t Up to 500- 1000- 2...,00- 5000- 1000 "lDd 'I'ot."J.l of "lll 
500 1000 2500 5000 10000 "lbOV'..! =:l.S30t group 

- - - - - - - - - - - - - - - - - - - - - - - - - - - -
L,.nd A 0.4 1.1 5.2 1~:. 2 17. 1 34.4 6.6 

B 3 43 2')3 577 3613 215 

c 0.2 0.4 2.7 7.3 18.6 1g.2 q.o 

- - - - - - - - - - - - - - - - - - - - - -

I nplJ- .\ 6-:1.0 7 ·~. 3 f31.7 85.1 11.8 ~'3.7 80.2 
m:mts & 
i'1 'lChin·- 8 43 83 143 218 4S5 1G71 1g4 
-:::: r~r 

c 16.4 11. 1 g.1 6.3 0.'3 '3.g S.2 

- .. - - - - - - - - - - - - - - - - - - - ·- - -

>.ll 98.S 100.() 100.0 100.0 100.0 100.0 1'3.8 
\3S•..; ts 

b 

-
260 

-· - -
747 1569 3477 6692 1'3801 2381 

- - - - - - - - - - - - - - - - - - - - - - - -
L'ot·<: -,s.sets rcf,;r to th2 v1luc of v1c.1nt hous; ;;i t·;s, builJin0s, 
liv,.;:,tock, durJ.bl~ hous.)hold goods, '=in"lnCil.l ~1sscts "lnd dues 
r~"~dv.~~'Jle, in 1.ddition to th.;; U..10 st1t;d itoms. 

(b) \ - Pcrcmt11rJ of hous.Jholds r.::portin1 own8rshi~J of 1ssnts • 

.t:l - ,wu r -:1.g2 v1l u..= p2r houschol d i.n Rupc.:;s 

C - Proportion of th:; v1lu;..; of this A.Ssnt to th:? V"l.lt1,.) of 
1ll "lS 3cts O•Jncd by the! group. 

Son rc;: T:tble 3. 8 .Ln l.ll-Ii.1di3. Debt J.nd Invo:::tm~_.;nt Surv. 'V ( 1171-72), 
----- .~sse~:~.~-2f Rur1l_I-lc'JS,?}l..Q.lds...2...s on Junr:__j_~q7.J:, (:-t5l, rlnm1Y=-v:i0'7h'. 

-

. 

-

-
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•r:1ble VIII. 3 sha-J s the distJ:"ibution of =1.sset holdings 

amongst different groups of ruJ:".-=J.l households. As C"ln be 

seen, the cl:"aft households lay, bJ:"O':dly spe'lking, h:;bver-:;n 

agl:'icul tural l3.boun~J:"s on the one h 1.nd, :1nd cul tiv<1tors on 

the otheJ:". In terms of numb::o.rs, the distribution of cc1ft 

households over the <1Sset J:"anges h1.s the s3.me pJ:"opol:"tions 

."J.S the ilother" non cultiv1.tOJ:' qi:"OUPo 

T3.ble VIII.4 gives the bre-=tkdo"n of assets of craft 

hou.s:~holds with diff::>.r·::mt r1.nges of tot=tl 'lssets. t.Je h=tve 

giv;::::n dGt:'3.ils of the distribution of bvo tvpes of phvsic."'il 

3.SS,:;ts, n1.mely, lJ.nd :1nd m=J.chinery '3.nd implem,~nts. It must 

be s3.id th1.t the use of the HOrd "m'3.chinery 11 is cle'lr-ly 

in:1ppr-opr-i3.t2 in l. cont2xt v.1h2r-e even the we'1lthi2st of 

cr5ftsmen, with total assets of value gr-e3.ter- than ~.10000 

a~Jn implements 3.nd "m:1chinery11 of .avei:'YJG v:1lue of Ps.l671. 

\r?e m"l.y th•;J:".efor-e take it th'lt the instr-uments of pr-oduction 

in those hous.eholds t.=t1<e the fol:'m of h3nd tools. 

'rhe pJ:"oportion of' households ar-ming tools J:"is2s fJ:"o;n 

69 per cent =tmong the poorest, to c=tlmost 100 p:;J:" c ~nt ·:tmongst 

the r-ichest. On the otheJ:" hand, 3.lmost 20 pel:' cent of the 

households do not OrJn '3.ny implemc::;nts =tt all. If, the!:'t'?fore, 

the bulk of their income still comes from cJ:"afbvork, they 

must be ·vJorking with tools a..vn<'3d by other households. In 

other words some concentration of OtJnership of the ins ~~cc. ,~c·_: ':;-: 

o-=: ?reduction, or of differc::~nti -=ttion of thr~ :craftsmen h3.s 

t .1.ken Pl3.ce. 



Ha:eve:, v.1hat is int->restinr; is th:tt th~ v1ealthier craf'.: 

househol js are not we".ll thier b~ca.t·s~ thev 3.re in a·•nershi P of 

more lanrt. Th~ V3.1UA of ~o~ls as ~ oroportion of tot~l ~ssets 

falls fro~ 16.4 per cent <~0n1s th~ ~oorest, to 6.3 per c~nt 

amonrst th~ ':.2500-5000 jroups, risin1 aqain t0 8.1 per c~nt 

amon JS t th~ rich~ st. 'L'his is l. sli 11-}t:.lv 1reiiter- propor-tion 

th3.n the aver-3.:]2 for J.ll craft hr:ms~holds, of 8. 2 per cent. 

On the cont[arv, the pr-onortionat~ vqlue of the land oJneJ. 

ris~s sh1.c1l·l and c0ntimlr".Jsly, =iD-J -For- the qroup as a ~<~h:>V:! 

accounts for: 9. 0 -tJ2r cent of the assets. 

?hus the craft hous,~hol :ls -=tr:-e differentiate J. far '"'10r'~ 

sh1.r-ply on the basis of the land thiit thev a.1n, rather- than 

on the Vl.lue of the instruments of pr-oduction. This conclusion 

is also suppor-ted by the data on land 0·7 ner:-shio ar1onqst the 

non cultivator:- house 11olds consideu~d as 3 groury as sha.1n in 

Table VIII.5. 

TABL~ VIII.5 

DISTRIBuTIOl: OF NOL C(]L'l'IVATOR HOUSEHOL:JS :OY SIZE OF an--rs· LAJ'.;D 

Per-centag~ of 
households 

Size of lan~ owned in acres 

Nil 0.01 -
c.so 

0. 50 -
2.50 

28.3 62.7 4.7 

2.50 
5. 00 

1.9 

Above 
5.00 

2.4 

§our:-ce: Table 1.4 in \ll Indi'l D~bt :tnd Irvestment 
Sur-vev ( 1971-72) .. \ssets of Rur:-:tl Eouseholds 
as on June 30, 11.71;-· { RBf,-B"Or;bay: 1171) • 



'rable VIII.S s11CH3 that 91.0 per- cr=mt of the non culti

V'ltor:- households 04ned less than hi3.lf an acr-e: and only 1'1 

lakh hous~holds, or- '1.0 per- cent, a·1ned mor-e thah half an 

acr-e, Althouqh the Table does not sho·I it, of this 1'1 laJ(h 

non cultivator households nhich a<lned mor-e than half an acre, 

only 1 lakh Wc~r-e cc::J.ft households. In other words, of the 

total of 18.68 lakh craft households in the r-uc.::tl ac2as as a 

v-ll1ole, 17 .• 68 lakhs a-;nc:;d less than half an acL"e. 

Further light is thr-a-vn on the pr:ocesses at work in 

craft hous2holds by the~ d.'O.ta of Table VIII. 6, lvhich ?i ves 

the br:e3.kdaJn of the cash debts incurr-ed by the households. 

Cash debts themselves accounted for- 98.3 per:- cent of the 

ag}r:-eg'.'lte debt o:E Ps.53.60 cr-or-es, and so \•Je ar-e justified in 

ignor-ing the kind component. 

Al thouJh the· bulk of the cash debt is incun::ed on house

hold .-~xpc~ndi tur-e ( 64 per- cent) , sha·r in'] that the c-. .. :u: : .. -en t 

income of cr-aft households as a gr-oup is. insufficien-t L.::J 

meet this expenditur-e, it is of qr~at importanc~ to note th3.t 

almost 23 per- cent of the debt is for pr-oduction purposes. 

12.9 per- cent of the pr-oduction expenditur-e is on c.'3.pital 

expend~ tur- e on "non farm 11 business or 'lmoun ts to investment, 

while only 1. 4 per- cent consi:""3ts of C'lPi t3l expendi tur2 on 

"far:-m business 11
• 

In other wor-ds, we can concluJe that while some craf~c 

households lease out land (by definition they have l_ess ~r .. a .. l 

0, 005 acres of op~ational holdinq), .' =3.nd therefor-e :J.l:"e 
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r~ntier hou32holds, wh~tev2r inv3stm~nt dons tak~ pl~ce is 

investm.3nt in m3.nUf'lcture, or in th::: oth2r spher~sof non ~-:o.r:-m 

'lctivity is unfortun'3.tely not cll")"l.r from the; surv-=y; but v11=:Jt 

is impor:-t"l.nt is th1.t "l.lthour:-rh 3ome house"1olds undert:a}<:in'J 

crafts nHy bn e."}ricu"!. tur 1.1 r ~nti-= r-s, th~y do not "!.?P'"="l.r to 

invest still further in l1.nd. 

TABL~ 'liii. 6 

3RS.\KIXJIC: 02 C~.S -~ D~B'i'.:;; TI-iO;RRED 5Y CR.VT HOUSEHOL::JS -- ..... ,.. ____ .... ______ _ ----- ---,.---~-<E" ·-· 

- - - - - - - - - - - - - - - -

Purpose 

1. C"!.Pit"l.l .::lDd current exPr:m
diturc on f~rm business 

2. Capit3.l and curr3nt expen
ditur:-~ on non far~ 
!Jusin2ss 

3. :lous_;hold expenditure 

Per:-c::mt"l.'l; of tot3.l 

2.8 

22.7 

64.0 

Total Consumption 2xp2nditur:-G 77.3 

}r.=md Total 100.00 

Source; All India Dr;bt -:1nd Investment Survey ( 1971-72), 
Indebtedness of Rural Housoholds as on Ju'l.-2 30, 
) 971, and \V-"!.ilabil:?- tv of Institutional Finanq_s, 
(RBI, Bomb1.y; 1977), p. 77. 
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From the surv?y we may therefor-e conclude th:tt during 

th~ e_arly. 1970::; there w;~re rouqhlv 18~-z Ltkhs rur:1l cr"lft . 

households,. the bulk of' whom OtJned n<~·']'li,Jible l:'lnd. Differ

·entiation· h:td ta)~en Pl3.C~ among the hous -~holds to thr; extent 

that 20 .Per cent of them we!:'e no lon7er in c»Jnership of ev,~n 

simPL~ instruments of pr:oduction; "l.nd prssumably these hous2·

holds ~~rorked in som~ for:m of capit3.list cnterpris,:~ run. by 

other households. 

Differentiation on the basis of both the :tre:t, and the 

value, of the land o;,;n.ed "''as even mon; mat:"ked th::tn on thr:; 

basis of the instrum.::nts of production o.,rned bv the cl:'af't 

households. Ha·.J :;ve r·, . it .:tPPeal:'ed as if ev"~n tha minor: i ty 

of households who ON ned mol:'e than h :J.lf .3_n ."l.CI:'e of l.3.nd, 

leasc~d thi.s out, and invested 3.ny surplus they might h;w·:; 

genel:'at.r;d i.nto 11 non ·farm 11 activities. 



J CHAPT::m IX 

CHANGES IN THE STRUCTURE 0:5' lliDUSTRY ------- -- --- --------- -- ---------
B. THE GRO'li'.i'H o~~ CA.l?ITl\LIST ~NTER.l?RISES 
---------~------------------------------

In Chapter VIII, we h<1d sho<~n that there h'ld been a 

marked decline in the fiJUr~s of m<1le emplo'rrnent in the 

household or pre-capitalist sector during the 1961 to 1971 

decade. tlhile we had ta'cen this decline to be an index 

of the decline in economic activity of this sector-, Ne had 

pointed out that official policv Has not directed, in out:" 

vi~r, at the destruction of the household s~ctor. Its 

concern, as we had analysed in some detail in Ch3Pter VII, 

was rather with the encouragement of what anount~d to the 

capitalist or non household sector of s~3ll sc'lle units, and 

the extension of the home market by the encoura72ment of the 

use of moiern means of production in small sc~le units as a 

whole. 

In this Chapter, He shall look at the :iata that are 

available vlith reference to these major concerns of small 

industries policy. The n~xt three sections are concerned Hi ti 

ev~luating the grGJth of s~all capitalist ~nterprises. We 

shall stat:"t by examining, in the first section, the •Jrovth of 

the capitalist sector as a whole by makin1 use of census data 

on the non household sector. In the next s~ction, >·Te shall 

br~ak dawn this capitalist or non household sector into the 

registered factor sector, and the unregister~d sector, and sec 

ha1 these two components of the capitalist sector have devsln~r 

over the 1961 to 1971 decade. 
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In the four-th section, He v.r ill confin8 our attention 

to the registered factory sector- of capit~list enter-prises; 

and shall ma}::e use of the categories of small, medium and 

big capitalist strata developed in Chapter II, to analyse-

the chanqes in propor.tions of thes~ stra'l;a over the twen'cy 

year period from 1954 to 1974. 

Finally, in the fifth section, He V>Jill provide some da':. 

again based on the popul.ation census, on the use of differs· 

energy sources in the unregistererl sector as a whole. Ou~ 

purpose in ignoring the distinction between cc=tpitalist arcl 

pre-capitalist enterprises in this section is preciselv 

bec"lUSe our understandinq of. the small industries policy i:::1 

this respect is that its concern 1:! as for the encouragement 

of "modernityrr in small scale units as a -vrhole. 

IX.2 The Gra..rth of lJon Household Enterpi:"ises ------ --------- -----------
In Table IX. 1, we give the total number of male \·1ork2r ,,_. 

in non household ( n H~) en te rpi:" ises, bi:"oken .dov-1 n by the 

employer, employee, and single l,roi:"ker: classification which 

had been introduced in the 1951 Census. In both 1961 and 

1971, a fur-ther subdivision into family HOrkers was made, 1.-.:-: 

Par-allel with the di.stinction beu,reen household and non house-

hold enterprises, and the table also cri ves the relevant fiqc, 

for this class of workers. 
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TA!3LE IX.l 

- - - - - - - - - - - - - r 

AlC Indi1. 1961 

1971 

I 
I 
I 

Total n·.1mber: 
oi: \·Jorker s I 
- - - - - .!.. 

71, 84,857 

98,51,735 

% of wor:i~ers \vtlo ti-C'e 
--·- I --:--., - ·S 

E':Tlplo- : Frnplo- ~ Sin«3J.E ! Fr:tfl:i~.):"· 
y~rs : y.=E'S ; v1orf<e..r:s: HC"~k...,rs 

-· ..1 '- .. -

4.96 69.46 1,$3 

4.31 70.1S 11.,, 3. d) 

~ourc<~: Census of India 1961 Volum2 :. P,·:
E 9.£Il<2':!!iq__Tabl es-·· ----

Table B-IV Part .Z\. .:md B-IV Par~--~ <.?.pg:_ s :1.r G;:-1 ~;:al 
Ne.; Delhi .~ 19651 

Census of India 1 '371 Ser:ies l P:1.r'.: ~:... · \_±._~i2.~·=1Jf>t'3.~
Economic Tables. Tables B-IV P:i"r}s_ · --'"'· .... 
(r.3gistr~r General, Nr:w ·Delhi ~ 1 L''i',, - - - ·-

vie find 3. very large incre::1s2 in '::h~ T.:.· '·-i ::f \.·10Ck2rs 

from tha Table, numb'3rinrr 27 lilkhs. What .'.s :.i:·.:r::,r-3stirq uera 

th,., proportions of the different kinds of wo;:k .:s has c:-t;:nq2d 

little. The changes that hav? occurred c1.n :'10S~ --:Jrobabl.y b2 

exPlnin~d to ba the results of the processr:s ~.r ~ h'lj di~ ::·.1ss?.d 

in Chapt2rs I and II. the cr23.tion of c"1pi-:::'l~isi: entcrp ·:.se>, 

the Proc ~sses of conc.:n :.:.ration ':lnd c2ntr 3.lis 1 ·~-~ -.!1 of c3.Di tal 

leqdinq to a d~clin::: in the proportion :yf c;:-. .._.):..::~·,:..:~s and 'ln 

incre 3.Se in th.= proportion of employAes_. O"l :>..: ~ :~ ~r, 
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It is not, unfortunately; possible on th2 basis of 

T :1blf~ IX.l alone to qo .J.ny further in isola tinq• the proces··· 

ses at work vithin the: c.qpitJ.list ssctor .::ts a. t,fhole. Dis--

-~ggregation ~f the CJ.PitJ.~ist s~ctor into the str~ta w~ had 

postulated in Chapter II is al.so mad·~ difficult bv the f.qct 

th "l.t the d"lta in terms of r~conomic indices such · =.tS fixed · 

C.'iPi tal and output are ·'1V·J.iL~blr= for. the rt~qist:::red f·"lctoty 

S•?c tor alone. It is for this reJ.son th"l.t in Section IX. 3 

which follows, vl e briefly consider the ch =mging proportions 

of '!.'TOrkers in' the unregistered ·'3.Di rerfistered factory sr:;c':'i' o. 

of non household or- capit"l.list enb~rprise, and then procer;d. 

in S2ction IX.4 to analvse the register2d f3.ctory sectoL". 

T .!'i thin the CJ.Pi tal is t sector itself, measuring econor:lic 

J.ctivi ty of different groups of enterPris·~ in term·s of th·~ 

share of workers is cle"l.rly unsatisfJ.ctory. Hithin C"lPit::-li-::;·t 

enterprises the organic cornposi tion of C-'1Pit"li v~ ill obv:' ousl'{ 
~. .-

VJ.ry qr;::"l.tly; :::tnd the level of ·~conomic J.ctivit'y of an enter·-

prise c3.n even incre3.Si~ -:1.t the S:"lme time that the variable 

caPit~l fund decreases in absolute terms. In oth·2r Hords, 

th'·' number of 1:-10rkers rrn.y fJ.ll •;v~n though th:: output o-F th~ 

enterPrise is rising. 

Having made this pr-o".riso, there is still somG intr~J:"ost i:n 

th~ registc: red and un LYJistc~r,~d compon:2nts of capi t"l.list en L~ r-

prisr~ has changed. Such a compJ.rison, for inst3.nce, gives us 
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\•.;'CRKER3 IN TI-L:: R~GISTER~D ;~.ND UN""R~ni.JTERED C0!1PONBNTS 
.. -------- -- --- ----------- --- ------------ ----------··-

OF !JQl·, HOUSEHOLD 0.{ C.\r'IT!llii 3'r ENT2RPhiSE 

- - - - - - - - - - - - - - - - - - - - - - -

1. "\11 work~rs in non 
hous:~hold 2ntcrpz:-is'=s 

2. H'ork:;rs in registered 
f~ctori-~s 

3. l!'orker s in un r-8gis t2r :.d 
sector 

4. \lorker s in th:; unreqis
c:;r2d s~ctor to nll 

\·rork:;rs in non hous-:~hol:l 
ont,;rpr ises (%) 

1961 

79,75,3-::l4 

391 18, 095 

40,57,299 

50.87 

1171 

1, 071 16,838 

5C,82,964 

5'), 33, 874 

52.57 

Sourc~: (1) Government o-F Indi.::~., :Hnistt"y of IJ:tb'mr, 
~rrml0yrn·2nt 3.D:l R:3h3bi1it1.tion, L1bou-:: Surca:.!, 
St-,tistics -:Jf Factories 1'160 3nd lt)61 tr-.:. • 
l'J6s)-;-'f:1b'ir:)5:-Tu3) .---- -·- · -- ----

( 2) ·;ov2rnm.3nt of Indi.::~., ilinistry of L3.bour _. LabO'ur 
3urc::~.u, St1tistics o-f F'1ctori3s 1q71 -m~ 1'1'12, 
(Ch'1ndig-;-rh,-l'J78), T:tb1~ 2.:-.iT~f. --

(4) Census of Indi3 1'171, Seri.,s l P.3rt II-3(ii:'::,)_ 
:2..lU§Lral EcQJ1.~'1lic T.-1blcs, AoP~ndix tQ. :~:.:1Q.l<~ _ _i.3_--:,:v 
Pqrt A, (Re'JistrC'l.r G(!ner0.l, N~,..r D;~lhi : 1'17"/J ~ 

1.cross th::: b.1o SGctors; and in th~ :tbs.:;nce of actu"ll d:tta 0n 

this point, :1 comp'lrison of th.J proportions of th::= l-rork fore~: 

is of v-:11 u~. 
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T :=tblr~ IX. 2 shar.J s th"lt the: un I:"'='':ris te ced s:.:;ctor h"l.s not 

only incr-·~'1.s,~d in its numbat of ·por:"kacs ( mr.tla "Jnd femr.tlG) 

in absol utG ter-ms I but ::J.lso its cel."'ltive gh.::J.t~~ oE u orker s in 

th:~ c:=tPitalist s;ctor as a,.,rholt3. '}iw::n th"'lt the distinction 

be: btJ c~:3n r:c~gi s te rc~d '3.nd unregiste c;r', ente r:-pr ises iS m::J.dG on 

the bas is of the , .. r o rk fore~; :"J.nd th 3.t the unregis tare?- units 

are smaller- in thes·.:; terms by d.~finition 1 ·this ,,rould imply a 

faster r "'lte of gre»Jth o·E th3 unregist2::-ed S·:lctor- ::iS comp=3.r:-ed 

to the registered sector-. 

Havever 1 ::tl though th;::; propor·tion of l·Jor:-kers in· th? 

un rr~qiste red sector '3.S a v-1hole i ncre·::lS 3S ov::" r th<? daca.de in 

qu=:stion, there could be expectr~d to be v·'l.ri.:1tions ·betlv-oe:.! 

individual industries. As T3.bl:o IX. 3 sha.,7 S 1 th,::r:~ h "l.Ve h~ :m 

m3.rk~d v::tri3.tions in th'·3 proportion in diff:.=:r·~nt industri3s. 

In T'lbla IX. 3 1 we give the; proportions of. ,rork.::rs L1 

thr:; unregistered sc~ctor to the total non hous~?hold S·:octor 

in 37 indus try g coups at tha thrc;(; diqi t levrol of cl3.ssi fi-

c:=ttion. These· 37 9roups w·.:;re chosc;n on the~ b.::1sis th."l.t thee; 

was strict comp::1ra1:>ili ty b:at:Ir1 <3en th:·? industry 'lS dcfinad in 

th:=: tv..ro census; J.nd also be U,; ::-~en tho l g6l Census '3.nd the 

L3_bou:r BuJ:"•eau classific'3.tionl for during this peJ:"iod the 

L'lbour Bure.3.u · us:.:;d its a,,rn industri"Jl·cl:::tssific:':J.tion. 
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CH \N'i ~:; I~-i I'Hl~ PROi?ORTIOHS 0~., POT(}C.ERS n: TH _;; 

l:ORKBf{ 3 IlJ THt:: nOH HOUS':!:HOLD S:SCTOR 

- - - - - - - - - - - - - - - - - - -- ... ·-
C,l 

1961 /<' 1971 
In dust rv Group 1961 1'=:71 Industry Group 

- - - - - - - - - - - - - - - - - -
200 64.53 51.15 204 

201 30.60 21.74 206 

202 64.33 27.20 207 

204 :..36.84 91.38 r 2CO 
( 203 

205 84.71 80.28 205 

2C6 80.03 7 2. :.2 2C'1 

207 30.31 2g.-;-2 211 

208 12.43 22.C2 210 

209 g8.73 44.10 ( 20'1 

) 
( 214 216 219 

215 53.31 7~.20 215 

218 23.18 24.07 213 

220 76.45 91.70 226 

221 ) 5").28 34. q 227 
2 22 ) 

240 70.6g .58. 12 250 

250 32.07 0,00 24::> 

273 ) 96.96 9Sn '"'8 ( 254 
278 ) ( 265 

- - - - - - - - - -· - ·- - - - - - - - - - - -



- - - - - - - - - - - ~ ~ 

1961 
Industry Group 1961 
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ol 
,o 

1971 

- - - - - - - - - - -
277 

280 

281 

310 

311 

320 

331 

334 

338 

340 

360 

372 

382 ) 
383 ) 

384 

385 

388 

390 

392 ) 
393 ) 

394 

395 

396 

80.81 

76.09 

90.33 

60.07 

94.75 

67.99 

57o37 

39.31 

53.59 

80.10 

68.07 

28.34 

74.59 

95.95 

99.07 

44.14 

98.69 

100.00 

81.99 

54.08 

93.52 

64. 15 

88.11 

40.84 

45.74 

46.47 

33.27 

72.49 

12.8·1 

63.08 

18.30 

5L27 

2 5. 33 

100.00 

2L02 

97.11 

100.00 

47.00 

82.16 

1971 
Industry Group 

268 

271 

276 

290 

291 

300 

312 

317 

208 

320 

( 330 
( 331 

357 

{ 37 4 
( 375-

392 

376 

394 

381 

( 382 
( 383 
( 393 

386 

387 

385 

- - - -

.:2__ourcc~s: 1. Cr,~nsus of India 1961, Volume 1 P'lrt II-B( i) 
;;.i-ill~l:' al ,_-_l.QQ.QQ.ITlic T3.bles, T --'~bl2,...,:'?._-IV _P~r-~, 
(n.,'"gistrn_J:' G<~ne!:'al, N21:.-r Delhi ~ 1965). 
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2. :=: x.3US of Ir.J.iJ. 1071, .:>ari ~s 1 ?1.rt II-J3(iii)_ 
~;2,.l1'3_Ql __ ?_~onor:lic T1bt!is, ~~PP"''1:iix to r;'_l'Q.le ~-:.IY 
. .~..2.:~, (R,~gistr'r r:;,~ner1.l, t 1 ~1 D8lhi, 1177). 

3. G')V<-~rnr:l ~nt of Indi"'l., i1ini.::tr:-v of Lqbour 1.nd 
~moloyn:;nt, LJ.bo•.Jr ""Jur-•1u, IndiJ.n Lqbnur- St"'l.tis
ti~s, 19.§.:! (Siml1, 116 i). ------------

L tiovcr-nm:::nt of Indi "1., I1 in 1_str-y 0f L"lbour, L"l.bour 
Jur-e "1.11, -~~-cJh."1~ L :.Q~r- St 'ltistics 1 q7s, (Ch~njig=trh, 
1=175). 

Out o+= th 37 in-'lust~y 1T0'1:/S, ?S sha· 1. .9..-~cl_in:::: in th.J 

proportion o~ \JOrk'-~rs in th ~ unr•~?ist~r ~d s-:ctor, Phils 12 

sh~-1 1.n incr2as ~. I+ '·'e i.ivi-'1~ t:1e industrv 1roups int0 '1 

point incrc:1s-c 0r J,:-;cL~J.S"" of th~ unr:-:~qist2r2C' non househo:Ld 

compon~nt, then som~ further qn.J.lv::;is of the bro=t:'i process":!s 

unc3r.rqv m1.y be done. 

In Table :::x. 4 we h 'lW! J.i vi ied the industry groups into 

segr.t2n ts 3.r2 th~:-1 ftlrthsr brok2n do·.;n into sub-segrncmts, bascc-:. 

on r mg~s o£ the 1ctual po rc·-:=nt.-1'}2 -point chan=1e of this ::;o:-Jp0---

nent. Th·.! sub-se Jments cov2r ch:;.nges of upto 4 1 5 to 1, 10 tc 

19, and 20 'lTid above, perce~ta9~ points. As c1.n be s~en, tr= 

distrib•..1tion of industry . ;roups "l.Cross the.s"' sub-seqmen ts is 

di ~f 2rent in tht~ C3.S2 of incr:-e "lS ~s or :l !Creas,~s in the unr-2'1:. s· · 

t2rcd non ho'..1S2hold componnnt. 

Phile three injustr-r 1roups out of 12 h:tv~ s~~r .. an inct:"?asc. 

of ov.::r 20 }r;rcenta·Je point3 in this compon~nt, as m3.ny 3.3 1:? 



307 

Con:-espondingly, th2 proportion of industry qroups shav inrJ 

'3. modecate ·to small _inc~e'l~ is much less th'3.n the proportion 

sho-ring a moderate to sm"lll dr£.""d~~~· 

In terms of our discussion in the l::tt~er hJ.lf of Chaptel:' I_. 

it is possible to identify thn'=e bl:'oad processes ~,1hich could, 

in combin"'l.tion, le-'ld to the l:'esults He h''l.Ve obtained in the 

rr.::tbl'O!• Thr~ fir-st of th~S•o consists Of chang~s in the domin-'3.nt 

forms of the social 0(<::J0_DiS.ition of production i.e. I ch'3.nqes 

from commo~ity pr-oduction to c"'l.pitilist coopec-"ition, m::tnufactur 

::tnd factor-y pl:'oductiono The second compr-ise changes in the 

tr3chniques used; the us~ of h::tnd tool.s, of h3.nd oper-"lted 

machinery, ;3_..11d of -pav 2r.:- driven machinery. Included in this 

-v.rould also be th,~ changes in th~~ number- of manufactur-ing 

processes taking Pl"l.ce vTithin one manuf"l.ctur-ing unit i.e., 

the process of increasing specialisation in sp.,.~cific p:~.rts of 

the over--"111 manuf"lcturin?.system {"ancill"'!risation") • 1 The 

third process, which is not organic to capit1.list deve_lopment, 

is th(~ response of the CHJners of the manufactur-inq units to 

1 . 1 t. . +-' . t. 2 egls "'l_ lOn govern1ng vh8lt' OPt~rC1 10n. Centr-al to this :~.r-e 

1. Cf. Frances Stev-Tart T<:!Cf2:"10lQ2Y. Cind Und~r-development 
(H."J.cmillan~ London: 1177), pp. 3-10, 3.nd :3 J Pr::tis 
T..h~.5v_q].ution _.<=2.t .. ...:?..iaJJ...t_JL-i.t:!!lS in Brit;;\in (Univr;r-sity 
Pr::;ss, C"'l.mbridp: 197 6) , especially Ch:~.pter 3. 

2. It could, of course~ be "'l.rgued thlt h~gisl "'ltion 1.nd 
government polici(";s in 'Jeneral arr~ .::tsPects of thr~ 
operation of the Stat·~, and th-at th<~y r::volve out 
of the specific requi rem;~n ts enqende red by socio
economic and politic~l development during any given 
historic<'.ll p,~riod. In this sense, policiGs c,~n be 
se~n g ra"" _or;:,g_ar:8:..g_all y from the proc,'::sses of c-~Pi t,'ll ist 
Cl2Vc~lopment, a_nd so do the responses of CeiPi t'll ists. 



215 

357 

392 

210 

268 

226 

5-g percantl.]3 points 
------------~------ ... ·-

317 

213 

276 

210 

385 

394 

3C8 

I~ of Indus S£1: 

Hanuf1.ctur2 of lhchin..: Tools, th :;i 
p~rts ~nd ~ccGsoories 

R2Pl.irs of motor v~hicl~s l.nd mot~r 
cvclcs 

·,1.l.nuF1ctur::! of Hvdroqen1ted oils, 
V"l.l1 l.SD'Cl.ti, Gh:~= etc. 

i'L::tnuf -..ctu r ~ of cai r :~.nd coi r '=>:Odl· ~- t~· 

:I::o.r:uf l.CtU r2 of bidi 

H::o.nufl.ctu!:e of m.:~.tch.:s 

Cof-F,~.= cur inq, rol.sting 1.nd g t"indinq 

i·I::tr:'..!fl.cture of ·Hooden furniture 1.ne 
fL·tur ~s 

r.,_nn in J, curryin'J, finishin ], emb~ssi· '-:: 
1nd j '-P·1nrin'J o.;: 1-.nther. 

:'1::tnuf1.ctur~ of sports 1.nd athletic q ..... :.c .. 

f(<::'[''lir of bicvclAs 1.nd cycle--ricks:-;-,:~ 
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N l.ffii3 of Industry -·--·-.........__..--·--·-

Industri<~s .shavinq 3 decre"J.Se in the non-household ---------- ------- - -------- --- ---------

207 

209/14/19 -

227 

240 

271 

300 

208 

330/31 

374/75 

376 

381 

382/83/93 

387 

Production of indigenous suq1.r 1 boor 1., 

kh~nds~ri, guretc, from suq~r cane, 
P"llm juic3. 

I:•L-3.nuf1ctu ra of coco1., chocol 'lte -:1nd 
sug3r confection:J.ry, C-l.ShevT net proces
sing lik2 drying, shelling, ro'lsting etc. 

IL:mufa.ctur:a of ci '}l.r, ci'Jl.rett-~s I 
cheroots -l.nd cig:ctrette tob3cco. 

\·'!fool cleaniD'J 1 b1.lin'J and pressing. 

SJHing 1.nd : planinq of HOoi (othar th:m 
Pl yvv ood) 

Tyr::: :md Tub::; industries 

Pr:-oduction of comnon S-'llt 

Iron 4. 

for c 
- l industri,3s /foundr:-L~s 
l.nd forqing ir:-on -'3.nd steel 

l-I-:1nuf;_1ctuc::! of motor vehicles and 
P:trts/manufl.cturr>. of- motor:- cycles 
'3J1d scooters 

l1=tnufactuL.:; of oicvcl-23 1 cych~ rickshl.WS 
:1nd Pl.rts 

Manufacture of photoqr:-aphic and optical 
goods (excluding photo-chemic.l.lS 1 sc::n
sitised P3Per Clnd :film) 

r-1.-:tnufacture of watches 'lnd clocks/ 
mJ.nD.f'l.ctur-3 of i:-~wellery and n~ll.ted 
3rticles/r2P:J.il:'s of w -'.ltch, clock l..nd 
j dv ellery o 

H=mufactur 2 of s t1.tionery -'lrticles like 
fount-J.in p:3ns, pr~ncil3, P3ns, pin 
cushions, tJ.n,s etc. 



204 

250 

312 

706 

200IC3 

201 

320 

205 

211 

264165 

386 

310 

G~ain mill products 

Llu t~ Clnd mesta pressin-:r an.:l 
balinq 

l1:::tnufactu~a of ::>aints, varnisi1r;s 
and lac<lUers 

1·lanufactur:-e and cafininq of suc;ar:
(vac~u~ pan suq~r factories) 

S1aughte~in1, pr:-~paration and 
P~As~rvaticn of '1~atlcannin] 
p~ese~vinJ and processing o~ fish 
cn1stacean a:1d simiL3.r foods. 

hanufactur2 bf dair-.1 products 

:1anufactur:-e o-f f'JO"t1.1ear (exclu:iLJ.l: 
r~Y1air) except vulc3nised oc ...-:-.cui.c 
r:u~i'Jer or ~lastic foot·re'iL 

l
··-~ufactur~ of structur:-al cl~~ 
d ~, .::ts 

•:l ,-. ·-
f-.:- - • 

;1anufactur:-e of ':>~1<~ry products 

i1anufacture of oth~r:- edible oils 
and f3ts e.q. mustarj oil, 
qroun mut oil, til oil. 

!-'i.anufactur-· of -:~.11 ty:>es of 
textiles g1rments incl udin'l" 

v1 earinq appe-3r:-el 

Hanufacture of music.=J.1. instruner,oc ·. 
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the -eff~cts. of the F.-=:tctories /\ct, 3.PPlicabl~ to anv unit 

-'!lhos•:; employm~nt size put it in the a regis te rr::!dt: sector; 

the criterion d3finirq .::J. asm'l.ll scale unit 11 which vl-::tS oper:-'3.-

tional at any 1i v:=n time; =:1nd L:IWS affecting taxation and other 

fin':lncial 3.sp~,cts o~r: the profi t'lbili ty of the unit. 1 
-;~ner-ally, 

th•::: •2ffects o:E legislative measures, or t:ither, of ,::J.ttempts to 

eva~le legisl =:1tion, woul J. be to kc~ep the rcvis ible a Size of ::~. 

unit belo•,r the r•:=l av"ln t thc~shold. 3.t v7h ich the legi::;lat ion 

becomes ope c1ti ve. 

1 •. 7+.s VIC had demonstrated in Ch=:1p·ter:- II, the State 
ap;:::iaar:-s to recO"-Jnise the distinction between 
ms·dium small and medium large~ business in terms 
of th:~ sep3.rate :formulation of the Indian P3.rtn•,r
ships Act, and the Indi ::tn Companies ~ct. HavP.vc~ r, 
no dyh3.mic Viet"' of the pr:-obl"!ms of conversion from 
3. l;)'l.rtne!:'ship ·to a pr:-iv'J.te limited comp:=my :lPPe3.J:S 
to be t'1ken. Although bevond -::t cert.=:1in SC'1.le of 
turnover:-, th:_~ 1:2 ar-e subst'1Yl ~i3l adv::.-J.nt3.q':>S in tF~rms 
of income t=:tx li:=J.bili ties in f'lvour of conversion, 
the v.le-::tlth tax implications <"tre ofterr prohibitiv·~. 

Indeed, this lega.l hurdle is pe rha.Ps on:~ of the 
reasons for:- th2 formation of groups of rel.qtivelv. 
sma.l l firms and comp.3.ni 9s. IVledi um small c:=:tPi tal . 
in the form o·c '3. P3rtnat:"ship flo3.ts a privatP. 
limited comp3.ny >vhich is run in P-"l.rallel l'.r i th the 
p3xtnership. E3ch unit, under thes,~ cir:-cumst3.ncr-;s, 
m--::tY bt; of 3. si~e smaller them a regis te n~d factory. 

See, Government of Ind.ia, Hinistry of Industri-'3.1 
Dcvslopment, R~f?.Q.I."J: .. ..2.Lthe Cq_mmittee on T0xatiQ_T} 
of Small Sc;'}le Industric~s (mimeographed),. (lg72). 
,,;:;;_~;.;,;.- ------~-
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B:-3.sed on our: an<1lysi13 of th?: 2voluti~n of: 1.n industr::i"ll 

c 1.0i t 11, :'liscus sed in Ch=1pt.er I, >v t'' c=1n conclude th'3.t the 

soci1.l org=J.nis:ttion of pr-oduction could ):)~ g~ner::'lily exPected 

to evolv~, l·•ith incro"!sing division of 13'oour, 1.nd th3 r'ePiJ.ce· 

m:mt of h 'ln:i tools by m'l.chinery. Ha¥ ~ver, it \v 13.S possibl?: to 

h"lV'-= th; s1.m::: soci'll or:g·=mis'ltion 3.t two or more lev~ls of 

t -:chnology (us:.~ 1 in th.; n::~.rra·T sens~ of the non-hufti.':Jn com·oo-

n :!Tits of the ?r::oduct ion process) • Sm'lll com'Tlo U tv production 

"lnj C"3.Pit3.list coop•.:r1tion in th~ h~nUoOM ::~.nd pa...;rerloom 

industry provi :'lc ~x"lr:l·Jles o"!: this CJh enom-onc:t. Henc;3, it is 

not 1~ner3.lly tcu~ th~t t::chnologic1.l 1:1v1.nce \Jill l·FJ.d to 

\•.fhil3 the t:'Sfor 2, h' "J could exp.~ct th 1t both evolution 

in th~ soci1l form of org"1nis1.tion, 'lnd t~chnolo?iC'll ch'lng~, 

r'1iJht 1 C:3.d to incre1.s in th.., work fore:=, •• ancill :tt:' is ~1tion" 

prOC2SS8S J.Dd the [2Sl-ODS~S to 1:-=giSli.tiV...:! ffi8"3.SUC ~S might 13-:td 

. 1 tO t:'2V2t:'S2 t'3Sults. r.i'o :3XPl=l.in the incre3.S8 or d~cr8:1S2 Of 

th<:'! unr::;gist::=t:".:;d non household compon~nt H;c: t-1ould ne:o~1, thee~-· 

for~. to ~x"!rnin<-'! tht: SP<3cific :rco:nbin'ltion of 'Jr:ocess:osu 3.t 

Hork in ,=qch industry. 2 Unfot:'tunately, th;:;J:::'! -3.L"e only "!. V-3CV 

1. ile h"lv ::., of cour-se, '3.S3umed tho1.t th~ dem:tno foJ: the 
com~odities produced by ~n industry is likely to 
s 11o.v "l. s2cul :;r rise. In the c -,s ~ of those com"Tiodi
ti 3S t.·rhich f "1C: =t S""cul qr d-=cl in~ in den:tnd ,,. ~ 
should 'ldd th~ proc~ss of inten3i fi 3d competition 
within th.:= indust~:y. In this process, the units 
'•Jith l.;ss PCMTer, ·- in tr?rms of "'!CCess to credit, to 
C"Nl m1teri'lls 1nd to marketing outL~ts i.e., th:= 
Sr11ll2 c units, -"lr'~ lik,_;l y to sur:cu:tb fi r.st. 

?. This qu..;stion is further complic'lt-'!d by th~ 11 commer:
ci11 orir.;nt.=ttion·1 of most of the units in th~ 
unr-='JiStered s~cto~:. 1'1ost s.n3.ll industri'llists 

tend to expend consid3I:""lble effort on th; 
pucch1sin·J qnl m1.rk~ting 3.SP~cts of th~ir 
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,,rhich :::l0·:3S not .'J.llo\J us to unr,-,_vc:l th;~ str'lnds o:E :t:;h~ pro-

c:~ss:::;s :1t vJ or 1<:. :1nd provids ·:1n axpl '1Dation, 'it a st'ltisfactory 

level of concreten~ss, of thes~ trends.
1 

( 215) ,· "I'1.:lnuf3.ctur<J of M'lchina 'Tools, thoir pacts :::tnd aco~ss-

ori ~8' 1 
{ 357) 1 'lnd '1ReP3.i r of T1otor v."'hicl:.:::s "l.Dd Hotor:cycles" 

( 392) should -"111 shew :3. high P<::r:-cc;nt.'lge point incr:-e3S<? in 

terms of the pr:-ocessr:::s df::;scrih.~d ":J.bov:-~. HcN2ver:- it is 

of Hotor:- V:;hicles and Parts:: =J.nd 11l''l=J.nufactur~ of Hotor:-cicles 

:1nd Scootar:-s" ( 330/331), should sh~r ::1 sh31:'P decline~ on ths 

. d 2 lD <:OX. Simil.3.rly,vJhil"'~ it is undecstandabla th::1t th::= 

coi r:- ( 268) ::1nd bidi ( 2 26) industr ias should CJCON proportiqn:-/ 

?ltely in the unregistered non-hous~hold S(~Ct~r, it is difficult 

' 
entarpris ::;s :1n.:i tend to 2xpend n~gligible 
effor-t on th.~ production 'lSPects of their:
::;nt,orprises. Rather t'han applying their 
en2 rgL::s to r: 2ducin·1 the~ costs of production, 
th·~y :lPPly their enargL:;s to reducing tr.3.de 
margins on purch o_sc~d inputs and to g:tining 
contr-ol of th3 m'3.rketing ch'lnn.:;ls for theil:' 
products. 

J' H V-:1n de r Veen !iA Studv of 3m '111 Industl:' ies in 
Guj l.rat St'lte, IndiCt" Occ1.sion-,_1 P<'lper 1-Jo.65, 
Employment :1r:d Incom-:~ Distribution Project, Dr~pai:'t .... 
ment of Agl:'icultural :~conomics, Cornell University, 
1973, p.38. . 

1. 7.\S V::tn der Ve'~D points out, most studies concerning 
sm'lll ent2r-pris:-=.:s consider th,~ "commercial orient:--t
tion" of the=; industl:'i::tlists to .b.~ in-'lppl:"opri-=tt,~. 
They conc2ntr-1t::;, the l:'efore, on questions of c-::tpi t').l / 
1 'lbour l:'Citios, C"lP::tci ty u tilisa.tion, 3.nd !:"'~turns to 
inv2stmen·t, ev2n though there m.:3.v be sound economic 
rc :lso,ns for the industri ::.tl i st to '3.dopt the commerci 1l 
ori 2rit :ttion. 

S:?a, V:tn del:' v~::·~":!n Op. Cit. I np 37-52~ 
. . -"---·- .. ~ .. 

2. Sc;,~ "Automobil,~ Industl:"y: Position :tnd Prosp.-::;cts" 
St3. t3 B 1nk q_f_,l~l,d; .3. i-·iQ.!l.tpl y_?:.~v.i~ XX ( 1 q81) , 9 'lnd 10. 
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·"',·oo: cle~ni'1J, b~lin0 '3.nd pr:;ssin'1' (240) should h'3.V2 

d2clin.~d. 1 
\s vJ<~ h1.v; mention.::d, at-ltiSf·""lctory 2XPl-1.n1.tions 

t=or th.;s ~ r ~sults voull r :qui..rs :lot~il=d surv~ys 1.nd 1.:::1~lysis 

of tr. ~ st ructur i.l f,:;.J.tur 3:3 of e ::1ch industry 1t th2 r 21 ~v-,_n t 

point:; of' tim.;, 1nd th ~s ~ '3.r.~ g =m.:;r"l.lly not ~v3il"lbL~. 2 

\J.:! c1.n r.a·J turn to ~ C(Y1Siri::rl.tion of th.~ r~'"gistS!t:"ed 

f1.ctory s2ctor of ClPitl.list !nt~rprise. 

1. .:3.=.; K P K~n·nn 'C'Ji!:' Iniustry: Implic1.tions of 
T·:chnolo} ic -:1 C:'l "1.D'J:: '', 8conon1ic "lnd Pol i tic':ll 
"\32~<lv XI (1976), 4o, '3.-nd"coi7I'n'dustrv'':-S":ir.-c."l.ch'lr 
3 "1C:'crrounq, L£. ~ I ( 1-l7 6) , 14. -

\.lso .: Aoh::md"l.s ''~22di 1 7ot:"kecs of K:rl.ll.: Conlitions 
of Lif? and ·.•·or'i<'' -~g_nnomic __ "l.nd PoliticJ.l H~="kly ~Cv 
( 1'180) 1 36o 

2. :Jtu:li :.:-3 Hhicll rrovid.~ sor:u v-,_lu1bl; structur·1l a--:tl. 

includ..!: 

(i) ''L.n.th.::r Ir.:1u;;tr:y: Position 1.nd Pcosp3cts'' 
_-:;tl!:;: l:hnk of Indi 1 llonthly R.3vi.~-.: XX(l'181) 
"3 1nd 4. 

(ii) JZ rr Ach1Y"1 .,,"'~cklirq th! -:;dibl' Oil F"l.rnin2'! 
.~92Q.Q!.l1i~nd ..?o:l_;_it~1_r·C!2klv X(1975) 1 11. 

(iii) 3 Chandr-1s~kh~ran "ln:l i~ T ~dny l "Profil ~ of 
Indi 1.n Veg<~ t1bl2 Oil Industry ''Economic '3.n:i 
Politic 1.1 t-J;.~ • .;kly 1 'ZV ( 1180) 1 · 8 'lnd g. 

(iv) "Rc::port of th-~ Study Gr-oup ori Fin'lnci:-11 of 
C"l.she:.·J Indu3trv", H2s3rv2 B·=:mk of Indi "1 
_:3ullqt~ XXVII (lg'f)f1 5. 

(v) ·'Gur 1nd l~h,_nd;Jtri" ~nerc2 LXX/ (1g72) 1 3'215. 

(vi)·~; ,:.,lp::J.g'lrn "L1.bour in 3m'111 Industry: C1s~ of 
Ex;;:>or:-t r;.~r.m ?nt Industrv in I11dr '15 "Ecor::omic 
1.1'2.1-Foli_i:,ic l_1!£~1sJv XVI (1 181), 48-:-··-----
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The Gr:a'l!th .o£ 

Sector ------

On the b:-:tsis of the t:::::3.soning sr:t out in th.; fi ~st tHo 

definition, ·;,rhich t-:J.k.:~s into. ·'lCCOunt the dyn:~mics of the 

qr-a.vth process irTithin the~ c-:pit"llist economy, b:1.sc~S itself 

on JVl.J.rx' s conc-:opt of th.:: indi vi duql in-J.ustri:il Cl.Pi t"'ll; 'lDd 

on the processes w i th:Ln th3 economy which, on th:::; on,~ h -=tnd 

q·~ner:J.tr::: such c.:J.pit-,ls, -=J.nd those~ to v,rhich it is subj>::;ct 

cons;:;quent to .; ~-,..... 
..1- t... ... ,::, formation, on the:; other. 

ind~x of thr; qrod th (both .-=tbsolut'"' -=J.nd relative to other 

str-=J.ta) of the· sm:tll c;=:>_pitalist; 3.n 3 ~lso to sugg::;st th1.'c 

P-=J.r tnerships J.Dd pr i V'lte limited comp,'lnies r:~pr-es :mte-:3. the 

mods of oper-"l.tion of U.lo substrl.tJ. of the medium C=:l.Pit:tlist 

th 3 medium sm::1ll and m0?dium big. 

It na,r r•-::ml.ins to estim'OJ.te the stren?th of th.~se str:tt"J., 

3.nd their 'JTa,r th or decline r-c-ol::1tive to e1ch other over th-:; 

period of Pl'lnned aconomic develryoment. For this purpose we 

n•22d SUit"l.bly aggregated d.?,.t"'i, broken dcwn by ONnershio/orgl.·-

nis::::ttion3.l typ2, of fixed 2nd HOt::kinq c.::tpit.:::J.l, employm;_;nt, 

output, Vl.lua added l.nd so on. 
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th; C~n::-:'J.S of Indian ~·hrmfl.cturt;.3 (Q :I), =m:.i the S3.rnPl.;; .Survay 

o:: It1 nuf 1.cturin7 Industry ( S3HI) • Th: c~·n series r:uns fron: 

1946 to 1958, whi12 SSMI st~rt2d in 114q in r3snons~ to tha 

d"lti r ''11lir·~'il mts of th..;; Nqtiow3.l Inc6m.; C0m~ltte~, '1n1 1.lso 

conclud;j_ in 115~3; both a-Jri3SF~r= 1'"1"\lT~-'":ntad an:i ran-,_rrnd 

t:1 ~ ,\nnu1.l .3urv ;y of InJustri •s (ASI) frr:>m 1159, 1.n::l t!,is 

s :ri~s continu2G to th_ ~r)S!nt 13v. 

-=>1t"1 for t'1.) C! 1 ,_. 1s coll~ct2d uni.~r t~;; ColL~ction of 

St1tistics .\ct of: 1)42, 1.nd concern-!d it3'3lf uith units 

r!'list,:r- .. d. unY!r saction 2j of t~13 1'134 Indi'ln F1ctori;s 

\ct, th:.t is, thos ~ units usin1 'l;)Q-l ::r which 2rn.Pl0y .;d 20 ::>t" 

mor~ HOrk~rs on .=tnv tJor1<ing d1y. Th: g"01'rl.P"1:1ic cov-:!rl.q:; of 

C:U ::ilso V'll:'i ~rl ·1 gr-e:1t d21.l in t~!-'! .?'lrli'"'r- p.?riod, ~nd s :!ems 

to 'hl.V..: Stl.'::)ilis,~d only bv th~ end of th~ "'ir:-st :i?iv-:: Y:!"l;:- '?::!_·::1. 

On the oth_jr- hqnd, Hhil.; th~ ].Q49 3.nd 1150 sur-v ~,-s unr'l ;r ~er-n 

vJeC.:! confin;d to units r.?gister~d under- s~ction 2 j of t~1c 

1934 .\ct, from 1951, th~ cow~r1.J:; W'1S \vider l.Dd includ.;d units 

undar- both s:ction 2 m (i) ~nd 2 m (ii) of th; 1948 ?~cto~i~s 

\ct. Th! se S ;ctions r- ,f; rr:-ed resP2cti v·.l v t0 units with ~)Oil ~ -~ 

3P"n1ovin1 mor-:; thl.n 10 vor:k3rs, 1nd Hitl:out ua,,er- amo1o·rinq 

rnor~ th1n 20 ''or-ker:s on -my \,,or-kin1 d1.v. 

~:hi1e th..; cov~r.:>,gc~ of SSHI is much Nid.;r:- them of Ci·li, 

th~ for!ll..;r: rr:stricts its 3.ttcntion to broqd "lgqr.;gl.t~s of 

d"1tq 1nd do·;s not provid; br~"lk::la-'ns of thJs= "1'1J!:'':!g'lt~s b'r 

a.;n~rshiu/or::rmisl.tionql tvp.~, •.rhich th.., l1.tt-=r jo~s fro::1 
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1954 ori:rJ .·u·ds. 1 g54 is '11so a conv?ni,:on t b:1se d!lt<~ fot th~ 

r'~ason that· dat;:t for the non pd·J,;ted otgl.rtised sectoi:' 

(S=ction 2 m (ii) units) 1 w!1ich 'lt"e not av'lill.bh~ at '1i1 in 

the Cl'H sr~ rL~s·, is :rv"'lil 01bl _::; on "tD tJ.PtO d:tta bl.sis in the 

SSHI survey for th.,_t yc;'3.r. ;\s it is conVL-3nient to eX-J.mine 

thes.~ tw9 t~lP·~s of units seP-~\rJ.tcdy, t-Je sh1.ll do so in th; 

p1.ragr:-aphs h;la:J. 

2m (ii) 1..mit~ "r·ll.nnf:lctories" 

\1 thou'}h SSiv1I pr.-ovid-=s fiqur:-Gs for:- these units s\~1?'3.1:'-=t

telv from thos'~ of 2. m ( i) units, ther.-·-; is no bre "lkdar n bv · 

or.g"lnis"ltional /an10r- ship typ2. HO·UO!V~r I on th~ basis of 

our:- underst.andinJ of th:~ cotnpul.sions le'lding tc cGntr:-,-J.lisl.tion 

of C-=lPi ta.l s1 ''' :~ ·h :!d 1ly!:)othesisz:<1 thl. t th3 ['f~ v! ould b::; v·-,._ r:-v fs,.r 

cases ?f wh1.t is essanti~lly hl.nd tool b'lsad or:-oduction 

r:-:.3quir:inq c1.pit:J.l investm:.;nt of ,_ siz:~ n-:cessit1.ting th2 

joint stock comp::tny form Of orgJ.nis·ltion C~ither pr:-ivl.t:= OJ:' 

public limit;;d comp"lny),. In othc~r "t-70r:-ds 1 our:- hypothesis l<=ts 

th1.t -'111 2 m (ii) units could h~ t-=tkc;n to be op,2r1.tin·:J eith::;r 

::1s :Ot:'oprietor:-shiPS1 p.J.rtner:ships or cooper:ativc~s. 

'ro t,;st this hypoth ::sis1 "'':; ax3.min·2d d1t1. for:- JV13.dre1s 

St-l.b.~ in 1':)54. I·rh_dl:'aS had 3. l::1rge pr:-.6per:-tion Of the tOt'll 

Units Of this type in th·~ COUntr:-y (1386 units ol:rt of 4227 1nd 

60720 wor-kers out of "'l. total of 268513). On ex=:tmin::ttion· W;; 

found e1 neglig.3.bl:~ numb"!r:- of 37 units {25 limited comDJ.ni<~s 

"'lnd 12 coope l:"l.ti v::':!s) 2mploying ·"'l tot.::\1 of .115 3 HO rkr::':!r s, v-rhich 

w,_=r3 r:-un on the basis of .-:t limit3d comp-:1ny. W::; h·1v-o: th2c,fon:~ 
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i. ;. for s-::J.ll ·md m..Jdium S'"Tl1.1,_ C"lJit:J.lists; w ~ h1.V:!, unfor-

tun:t~ly, not b2~n J.b1..; to d~t~r:-min~ 1. 'lh~thod for 1. furth.::c 

bl:" ~ 1;cdcvn of th.;:.:> · d ... t"l, -:1nd h1.v-:; for 1.11 furth:;r Fork cons:i.-

d,! rd'"'l p 1rt!'12r ship::. 1.n:l _Jropri:;torshios togo3th.;r. 

D1.t1 for units ;mp1oyin I mor; th"ln ~0 work3rs !r:', 1.V-:1il-

""~bl ~ Hith br~1~da•ns for O·Jn_;rship tVP<~, in th2 1954 011. 

i~nfortun1.t.d·r, th-2 d ,t.1 1.c~ 1.V1.il1.bl~ only for th.; 21 industry 

bution b:;tv~..;n th...: Vlrious or'J1.nisction1.l -:or:ms l.S qiv_;n in 

C~I .l1.t3. 'i'.l.Y b.; "1PPli..;d to ss::r d'lt1. for 2 m ( i) s2ction 

10 work~r.3. Th2 r.'!S'-llt of this 1.ssumption i.3 th1.t th_; :propor-

it is r2<1.SOD1b1~ to t3sum~ th1C. th2r..; Hould h1.v-~ been 1. much 

hi 1h .. r .?ropor tion of th . ..;s-::: in th::; 10-l 1 ..:mploy1C12nt siz;; c1 -=J.SS, 

:; ;cond1y, \·'...! 1.Ssum2 th >t th,..:: distributior. of or-g1.nis 1.tion1.1 

tyo ~s 1.cross the 29 Cli industry 1-roups '"ill 1.1so b:; tru2 

1cross 3SlU 1 s 63 industry ::JTOu?s. Unfortun3.t ~1v it is not 

no3sibl.~ to l.Ss-.:::ss .~vm th; dir.:;ction of the bi1.s introduc-2d 

b·r this "1Ssunption for th: 3Si·1I 1 s o.-;n ,_n...,lvsis of ths discr.~-

1. G0v!rnm2nt of In2i~, C1.bin2t S:cr~t1.ri1.t, ~l.ticn1.l 
.s1.rnpl3 S~_v...:i,~2_;o. 28, (D.Jlhi, 1160), p. 9.------
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·;n approximation He h::Jve had to make is to take the 

fixed ca·9ital as in 195'): th= reason fot this was that the 

published 3SHI re·~;ort for lC)54 doc:s not mention fiqut~s for 

fixed. capital. 

On the basi:.:> of thes,~ assumptions ~-;e have estimated the 

strength of ths various ntrata in ter.ms of fixed capital, 

output, value a<Jd:~=l, and lrJor·kers employed, for- 1954, for the 

organise::l s·~ctoi c~gi.steJ:"ed under- the Factories Act. 

For the current period, th<:; exercise pr""sents no diffi-

cul ty. The ASI h2s been producing consolidated est·imates 

(for th3 c'~nsus and sarr.ple sectors) vith a bre;akda·m by orga-

nisational type a.nd \·.re h i.VS meJ:"elv repr-oduced the data. On 

the basis of dat::J. for 1954 and the cur-rent period, several 
/ 

conclusions may be dx <:J,·J n about th0 fortunes of difL~J:"ent 

strata accordinq to examination of different indices as giv~n 

in Table IX. 5. 

The proportion of fixed capital accounted for by big 

capitalists (SC) has gone up by 6 :perc·~ntage points, that of 

small and medium small caPitalists (Sl'ISC) marginally by 0.7 

percenta.::re points, th2 d-2cline beinJ accounted for bv a Shi=trp 

filll in medium big (i'·lr3C) Capit-3.list::s of 6.7 percentage points. 

Ha-1ever, in terms of output, while the SHSC group h:1s 

remained about the same (incr-ease of 1 percentage point) the 

H3C group h:1s gro.vn by 2.5 and. the BC declined by 3.5 percen-

t age points. In other ~·lords, vhil~ for 3MSC, a 0. 7 perc::=n-tage 



'l'A3L·~ IX. 5 -----------
Sl' \.NC ~; hl '.~.'H.;; . ..;'.i.':,.J;HG'l'll C~·· C.\t..JITAL L...i'l' .3'1'1<. \T.\ l'1'J4-l '17 4 ------- -------- -- ---------- ------ ---- ----

- - - - - - - - - - - - - - - - - - - - - - - - - - -
- - - .. - - - - - ~eEc£n~asz;~_oi - - - - -

3tratum Fixed C<lPi tal Output V~lue 3.ddad Porkers 
- - - - - - - - - - - - - - - - - - - - - - - -
1954 1974 1954 1974 1'154 1974 1954 1974 

- - - - - - ·- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
1. Small and r11c:dium 8.9 9.5 ~ 1. 0 22.0 10.4 12.7 19.8 29.8 

small 

2. t-1edium big 18.5 11.7 13.7 16.2 11.3 15.0 1.3 18.2 

3. Big 72.6 78.6 6S.3 61.8 78.4 72.3 71.0 51.9 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - -
TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Not2: (;:J.) 1'174 fiqures for workers refer8 to dll ~'11:-;loy~::!S. 

(b) 'l'he concepts of Fixed C3Pital, output and vn1ue 
added arc defined in the re1cVCint CHI iiDd ASI 
rt~PO!:'tS. 

- -
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point incr:eas<~ in share of fixe.:i capit-ol is accompanied by 

a l percenta<]e point incr•3aSe in sh<)l:'2 of output, for BC, a 

6 Pcl:'centage point rise in share of fixed capital i$ accom

panL3d by a 3 o 5 Pel:'centag:::; point fall in the share of output. 

'Turning to c~mployment, w:~ see that th3 shac~ of ~"'orkers 

empl'"N~d by the BC gl:'oup decre.ased by 20 perceutacv~ points, 

while that of the Sl'lSC incre""lsed by 10 percentag2 points •. 

'rhus the mar:ginal 1 percentage point increase in output in 

the Sl1SC sector was brought '3.bou t :)y a 10 percent.age point 

incn~ase in th~J wor:k force, v.Jh:lle in the BC cl.ass' the 3. 5 

Percentage point fall in share; of output accompanier1 a verv 

substantial fall perc·=nta.-::re DointHiS·'? of ~·rork~rs employred. 

Some further i:i.J.dic.ation of thes;:~ proce'sses is given by the 

Pl:'oPortiOllS of value add::::d. As c.an be seen the 10 percentag<':e 

point. increi1S2 in v·lOrkfoJ:"ce employed bv Sl'lSC P'lralleled a 

2 o 3 percentag:c~ point increase in share of v1lue added: the 

gre»Jth of share of r..va.ges which fol:'m .a component of v.:J.lUe 

aJ.d,3d must have be :::n stij_l less. On the oth:::r h.and th:::; 20 

pel:'centage point declin<~ in share oc wor1c~rs employed by :de 

had been accomp.'.lni'" :J by only a quar-ter of this d :;clint'.'! in 

terms of value added. 

Th,:') g::me r.al conclusion we m:~.y drav·/ is th."l t v.rhilr:o in terms 

of fixed capital, output or v:3.lue added, th,= proportions ~::>eb·Jee.-1 

the thl:'r~e stl:'ata have not ch'3.ng,~d much, th21:'3 hl.S been ·"1 ma'jor 

shift in terms o·f the work force, v.r ith fully h"l.lf of the manu

facturing employment no."' loc:::tted in units opc~r:"lted by the~ Si'1_SC 

a:1d llBC str:-at'3.. It :i.s .also wol:'th :3mphasising that inspi b:: of 
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in::lustr:L.;s, th~ s1r..r:~ of fixe:l C1Pit;'3.l h1.s not ch1.ng~d 

aPPr-~ci1bly in f..,vour of the l-1BC or: :sc str;:J.t"l. This would 

imply th,;: th-: 1.';:Jsolut~ st-c ..;nq~h of th2 3i·iSC stt~tum h;:1S 

IX.S Th:: Gr:a1th of Mod.~r:-n Sm>.ll Sc"'llr~ Units 

\s He h"ld point'!d out in th ~ introduction to this 

Ch 1pt.:~r, our concurn in chis s~~ction is w i 'Ch th; ?rO>Ith 

m~1.ns of Droducticn ti=:!.S co~c:::;rncd, ther2 •r1.s no specific 

eM'=>~"'l.si.s on :mcour2.gin.:r C1Pit-=tlist <onterpris :s. 

::cxrPve::-, it is obviously of int2r~st to see the 2f:f3cts 

on ~~; SI"l"'l.ll 1.r.d medium sm1.ll C1Pit"'llist 3nt~rpris2s defin:::;d 

in terms of th c-t<:!<rori ::s of Ch,Dt2rs I md II. For this 

purpos2., w ~ sh<..ll look lt 'lnother s~t oE d1.t'l., th~~ C8nsus 

of the d1.t1., it is n~c2sS1.ry to be cle1r ;:1bout th2 limit~tions 

first d·scrih_: th; context of th·~ d1.t1. collAction exercise. 
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Th3 Iridi1h Cinsus i .• :: a ti''O st:o.rJe op=2tJti6rt; 'i,1ith th2 

identif: i.cation J.nd numbetih'] 6f "Censhs houses 11 t1kihrj pl.1ce 

3.bout 1 Y2"!.t b:.~Eor.:o th .. ; 3.CttiC1.i popul1tiori count, f_tlt.id:ltion-· 

ally; the r<:;gister of c2h~:nis housc;s 1ns S8t"W.cd the 3.dtninis

trative task of ensud.ncr compi.:;t-; eh'limGr-"l.tion of th; popul1.tion 

,_.;ithout th2 d.1nqc;r- of dou.bl<.:: countinq, 'lnd for- this re.::tson, 

th.~ d,.3fini tion of ::,_ c .. ·msus house v' 1s lr::~ft to be:; decided by 

the v3.rious St"1t<C) Sup2rintendents of Census Opcrationso This 

vl3S f,~lt ·nec~ss::J.rv h.::c1.use ths: v.::tri'i.tions in census houses 

ov· .. ~r- th~ countr-y 'l,·J-"!.S felt to b2 so qr~"lt .as to tn"l.ke a uniform 

d~finition impossible in m2aninqful t.:;:r-ms. 

It was th2r2for-e 3.nOth~r- innovation of the lq61 Census, 

that a uniform "houselist" u1s pr<::;Pl.L~::3 on 1.n ;::tll India b1.sis, 

~nd d1t~ collected specific1lly on enterpr-is~s 0nq1.qed in 

m.l.nuf1ctur:;" Th.2 d:1t·1 v.r3r2 conr::~rned with the number of 

persons c:;mployc:;d, the type o:E fu,;l ot motiv·?- mechanism in 

use, 1nd th-:; t:10 diqi t industry cr•roup into ,,rhich the ent:.=r-

In th:; 1·171 :-.;;St:=J.bli.shm:>.nt l:;lbl.;s, the distinction b;::;t

w een hous .::hol :i -,_nd non-housc~hoi_d :.=nt,;rpr-ise vlorker, ,,,hich 

hl.d b.;~n intr-OdUCf3d in the 1961 C~nsus, '''l.S exb::md,~d to the 

est1bl ishm:;nts themsel v:-::s" It vJ 'lS on th~~ b1.si3 of this s:~t 

of tl.bL~s t1Y:lt: i:.T .-:: h -::.d, in f.J.ct, cl;v ~loped the cr-iterion :r:or

C;'lpit3.list enter-pt:'is;~s in C11.-:lptc~r: I, an::'l vJL~ sh:1ll use thG 

dO)_ta frorn tha 1'171 tJ.bl::;s in this Section. 
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In':..;r--t"cn:::>or-i1 cc1p1risons b2l:w~~n lgSl 1n 1 lg7l "l.U~ 

'10.l2V ~r not possibl ~ on th'! ~~sis of th.:; e ;t~"blis'lm~nt t~bleso 

In 1'171, Dr0'7i3ion \·iC:S '1\qd:~ -':or th~ i'Clclusion of s~:=ts'Jn"'il 

.;nt~r.:>ris::s ~v.:!.1 i-: th·~y h1d not be:;n in O)~r"ltion durinq 

th,= v! G·.:~-c pr _ vious to cr:um~r "ltion (this p.:;r-iod w 1.s com·non to 

hoth c2nsus) by th..:· •'X'l:cnsion of th ~ r,~fcr- 'nc .. ~ p:;r:-iod. to th2 

"l"~st Horkin-:r s 1son" in such c1s:~s. Dn:'ortun,.t;lv, this 

:Jrovision '1.pp.:;1rs to h'l.vc b,~cOrl·~ ,_ loophol- L~1.din::r tr:-1 the 

·.::nurtL~r!tion of m'1ny d;funct urdts Hh03.:! "l1.st vror'lcing S-~'1SOD: 1 

w,_s in th:; dist1.nt p1.st. 

rtQ 7 DV2r., for- OUI:' pces2nt purpos =s t"!l ~ l'l7l d1t3. tr?! o-r= 

som~ US! for->.',; 1r' int~r:-ested in knavin1 t~-2 .~xtent tO\Jhich 

rnod2rn units h1v-: b;!COi7; P:=trt o~ th2 struct•Jr" of pote'1til.l 

-'l;P1"'!.'1d formodernme1.ns of production. H3 1I:'', th:;r:-.;for;, 

not or:-im1r-ily concerned with th0. qu~stion of C"')1citv utili

Sl.tior. in th2 "lctiv-:? units, or- -vrheth::r:- th.::: units '·'~:r:-e ~ctive 

at 1.11. Of cour:-s,, \::; 1dmit th1t :;ven for- this Dur:-pos:!the 

numb..;r Ofvror~~2rs in units usin1 diff~c:;nt motiv..; m.:;ch1nisms 

is not tr-... '1\0st siq-nificl.nt ind:;x, but thee~ is no oth2r 

dil:':;ct in.:l=x for units .::r:1ployinq l...;ss th"ln 10 t·'OI:'~~ J:'S. 

Th.J r :;ason for t 1kin<; 1.11 uppec li'Tiit o£ 10 vlOI:''k::;cs is 

to 2r.-:::o'1l''),_ss bot'i Pr-"C"lPitllist -~nt;cpr:-ises, "lnd th2 sm1.ll.:;r 

tion 1l ~onns, Pl.r t'1: t:'Shi "?S :=tnd prop!:' i:.;to!:"sh ips c··PI:" ::s ~nting 

s~rnll "ln:l q.;dium sm 1ll C:'l.pit11, domin1t2 in t:h: bela.·' 20 

;nDloyr. ~n t s iz 2 cl "l.SS. 
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Tabl::: IX.6 shoHs th:; numb2r of Hork::;rs in 1.ll cmt<:~r-

prises employinJ less th~n 10 workers, brok3n da,>n b,, th·.:= 

::~n-~rqy sourc2 used in th<--= unit. It sr~ems th'lt even in sur::h 

srrn.ll unit5 ther~ 3re :t l3rge number o:c ~·70t'k~ts in units 

usin·-::r the: more modern enarjy sourccs, ~~l,.~dtticity 3.nd liquid 

fu2l thouJh, of cours2, in terms of employment, thr~ m.~nu-'11 

units domin1.t:::. 

HUHBER OF \:.JJOHlZ.ERS IN ENr~'ERPRISE:.S EMPLOYING LESS THAN 

Electricity 

numh.::r of l'!Ork2r:-s in units 
whos'~ motive tn<O)Ch:tnisms m3ke 
usc of - - - - - - - - - - - - - - - -

Licruid 
Fuc~l.s 

Solid 
FU2lS 

Other 
:3ources of 
i='CMT:2r 

H:inU-'11 
l1.bour 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - -
8,58,731 1,82,085 9, 61, C)11 1, 54,853 45,44,534 

- -- - - - - - - - -- - - - -.-

Notes; a) Solid fw3l r2£~rs to Co1.l, ~ood, 1.nd 
DJ.g::tsse 

b) 1 Other 1 sources of paver ref2 c to \v ind -
'J.nd "'' atec r'li1ls, bullock po~rer, ~nd so on. 

2. Census of India 1971, Series 1 Part III-B(ii:, 
Est::tbl ishm:"nt T i':lbles, T :1.bl...~ E ·rr P -'lrt-8-----··· 
·rR"egfs-tc~;-C;--:;n-:;r-y1-:--N"a;J"" Delhi, 1C)78) ·-



326 

.2 concb.:c~_: this Ch1~t..;c ·c:y consid:;rin~ th ~ point "lS 

to \Jh~th...;r th..: bivin Pt~oc-~s.scs of tl)·.: declin2 of th ~ pc.::-

C"1Pit1list s;ctor, 1nd t!-1; ris; of t't.-:: c"1cit'llist s::ctor, 

h"l.d b...!Lm t1kinq pl,_c;.; Pithin th.: mor · b.,.ck:l'lt:"~ P-:l.I:"ts 0£ th...; 

country. ':'his is 1.n ir:1eort"1nt point, foe '1S FG h"ld pointed 

out in Chwt.:r VII, t'h ;r:l] h"ld b<;.~n conc~rn '1bout dav2l0'Jin'1 

industt:'v in th ~s~ b'lck '<.rd lXGlS, =:tnd the 3ff ~ct.s of both 

offici"11 1tt.:;mpts to;-; 'lrds industri 1.l dJv~l0D~2nt, "lnd of th.-:; 

nO!:''~"ll proc;ss.::s of c,pit'!list d-.!V::!lopnPnt, -11::'·.3 '·JOt:'thy of 

stul.lr in this t: ~sp...;ct. 

:'h.; offici1l 1PPt:'0"1ch, vhich h'ld st'l'Jilis~d by th: 1"1te 

116(\s, 'lJvocl.t;d th2 d..;v.=lopm.;nt of n~r Srrll.ll sc1.1.-~ u:-.its in 

t'-1...; d...;si·~n'lt-33 b-._c'k1'''Xd 'l[:!1S. l.a:1 th~ point 1.bout n~J srn-:l.ll 

sc;-.L; 'lnits is th-=lt th.·~ 1;n.·t:'1lly m'lk-~ l]S2 of t:'~lltiv;ly 

upto-d1t~ t;chnology, -.nd mod2cn 1dnds of .~ncrqi sourc~s; '1nd 

1s T=:tbl ·~ ::::x. 7 sha; s, ~v .:n in th .= C"15-'"' oi: units ~nplovin·J L~s3 

th'ln 10 v'ork-.!t:'S, thL! units Hhich r11.k..::: us; of mo-:l.·rD ~n2t:''JY 

sourc :s s; ~c:'l much mor:e clos...:l y 1ssoci 1b:d \7 it"' no~ hous ;·:1old 

or C"1?it'llist forms of soci'11 org1.nisation. 
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'I' ;BL;~ IX. 7 

PERC:~NT 7~G S OF ITiORlZSRS IN i:IQIJ HOUSEHOJJD ~~'£J3~~~!§~~ -----.. --... -·-- -··"*" ,... __________ -- ·- .. -- &----------

. . . - - - - - - - - ~ - - - - - - - - - - - - - -

Size; of the 
En tel:"prisc.; 

1 P21:"SOD 

2-4 persons 

5--9 persons 

,·n 1 Bn te -r-~ 
pris;:;s with_ 
L:;ss ·th"'ln 
1 0 IV or ke r s 

Ent;;rpriscs •·.rhos.~ motive mechinisms m"'lkr~ 
US'.~ Of 

El~cti:"i- Liquid S6lid 
citv Fu2ls Fuels 

80.90 46.13 29.24 

86.42 73.49 

93. 45 87.65 72.60 

88.77 88.03 44.11 

- - - - -
Other 
SOUI:"C2S 

of P0\121:" 

15.71 

58.09 

20.84 

i'L-inu -:tl 
PI:"OC2S·· 

S<:;S 

30.75 

33.45 

35.65 

- - - - - - - - - - - - - - - - - - - - - - ~ - - - - - - - -
Nob;s~ "l.) Solid f:u,~l ref::rs to co"'ll, ~-~ood "lnd'b.9.q"ls.se. 

"Othc~ r" S(jUrC;o-~s of pc:w er iriclUdr~ ;.rind - . .,_nd 
w ::tt2r-mi11s. 

Sources:1. Cansus of India 1~71, Series 1 Pa~t III-B (i) 
8stab1ishm~nt Tables, '1";:;;:-:bfe E II--P"lrt c, ·-·-------· -----·-··-----·--·----- .... ________ (..... _____ _ 
(Registr"l.~ Gen:;;r:-3.1, Na,r D2lhi : 1976) 

Th~ n;sul t.s of thr:::se processes c-1.n be ex-'lmined on the 

b-1.sis of 'I'ablr::::s IX.8 .md IX.9. ~I,:o confine ourselv,,s for th2 

purposc~ of th3s:~; tables to th.:::: rur:-"11 ar::;3.s, as defined by th<2 

C,;,nsus, l.Dd sha·J the ch:--1.ng :,s in T~b1a IX. 8 in the proportions 
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~n :rT{ 30~ll:"C ~'3 iL V 1riO"L1S SiZ<3 Cl1.SS.JS Of 8'11DlO'{''Tt~nt. 

T_uLE IX.8 

- - - - - - - - - ~- - -- -- - - - - - - -- - -- - 4. - - - -

'T'ot~l 

citv Fu:;1 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
1 Person 

If'-. Units 1.3 2.g 14.5 7.5 73.8 100.0 

:n1~1 Units 11. g 8.3 12.1 4.5 63.2 100.0 

- - - - - - - - - - - - - - - - - - - - -

2-4 ,:?<'!r sons 
HH Units 1.8 1.7 15.7 2.8 78.0 100.0 

l\Hn Units 1':). 3 1'3.2 14.3 1.4 51.g 100.0 

- - - - - - - - - - - - - ·- - - - - - - - - - - - - -

5-~ persons 
HH ··nits 2.8 1.0 16.2 1.4 78.5 100.0 

?JHH l:nits 18.4 5.5 32.8 1.1 42.2 1.00.0 

- - - - - - - ·- - - - - - - - - - - - - - - - - - - - - -

1o-:9. ~.;,ss<?~s c l.) 
.1 · ~n~ t:s 100,0 100.0 

NHH Lr:its 21.1 4.8 32. 1 1.0 10.q 100.0 

- - - - - - - - - - - - - -
SO'..: rc..:! ~ Census o:f Ind i "1 1171 Ser i; s I 

.r'"lrt r"I-i3(i) T1.'ol(.; 8-II Pl.rt C 
P'irt L:::I-d ( ii) "..:''".lble S-II Pl.rt '3 
Est"':lb1ishm:mt ,....,l.bL~s (P-.YJistr"1r- G2n~r:.1, 
:>~1hi; 1976). 

-

( -,.) 0!: 1 ts ~r.ployin J 10 or mor-~ Hor;urs -:tnd 

-

us in] pa.Jer l.r' li1.bL~ for r~1i.str ;.tio':1 
un 1 ~r th~ '<'1.c;tori ~s Act. Th~ C;nsus h"'lS 

tt:" ;TL~d -l.ll s1·ch units, by definition, ::J.S 
l!}.L: units. 

·-

·-· 

-

-



In '-[' .J.blc IX. '1, "'' :~ hc.ve chosen only thos:~:: ihdu::H:iy groups 

strictly comP=trablc;. Th2 43 industr-y c:Jroups vih. ich 011:"2 consi.;;; 

d'::: n::d w •:::r:c pr 2P=tted by :tm3.lg::iin"ltin·J :the i;~ievan t flqure§ for 

70 groups, which qccounted fo~ 90 p~t cjnt d~ housohoid 

·t11·:: consol id':ttion of 60 groups, :tnd 1ls':l :1ccdu.nt ~d for n::::'lrly 

'10 p~~r c~mt of hous.·?hold c;mploym_"nt. In f'lct, "l.ll 3 digit 

industry '}t:'OUPs which h :td more th-,._n 10 000 Hork3r s in 21. th :::r 

Th~ results of th~ c:tlcul "ttions shav th~t i.n the ovc~r:--

wh.~lmin·1 numb:::r of indus tries, the~ decline in hous ~hold emplov·-

ment is m"l.tch:::d by :tn incr21.se in non housc~hold employm:'\nt. ;r,:: 

in:lustry .:ts 1. whole, --lnd th:~ r::.=sul ts :tr'~ not th2re£or.:: :tn 

1.'utom'ltic r.::sul t of th.:; :tbsoiut2 d•,:clin:2 of household Gnter-

pris•:: workel:'s seen in Ch:tPter VIII~ In other words, c:tpitalist 

entc~rPriSeS "1.(8 cominq up in the r:url.l 3.L:·3S, 2V2n thouqh thc;y 

mqy not m:::J.tch th:: r-=-~t<j o:f d:::clin2 in pr;c,qpit:tlist 2nt::::rpris::s; 

;qnd rur :tl m:tnufactur:ing ·Gmployment qS ·l. vThole m1y be d:2clining. 

'v"Jin.q t gr::~atly '1 :J.ds to the sir:;ni fic3.ncc of th,-;sc; figures is 

.-:<xc::::~ds '3. SGt pr:-oportion. 'rhus manv of the more .:J.dv=tnc:~d "rur:'3.1' 

:::tr'~rts, "l.S. d:~fine:} in tho 1961 C::::nsus, might h'lv-~ bacome urbqn 

by 1-:.n 1, lc:qving th ~. rc';" 1.ininq "rur1.l" 3.r :;.'J.s ev·~n more d·::pL;t.~d 

If in spit'~ o:E this d2fi ni tion 11 

ch 1ng2, C:::tPi t ::list .;nt;J rprises :tL~ incr'" ~sirLJ in s tr ~ngth, then 

ev.~n th8 mOL? D=tc1ward of the rur.:ll "it:'Gl.S •nust b.:: "di2V:~lopinj'1 
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-··----- -- --- ------------ -- --- .. - ------- -·- ---------
~ 'TER.2l· I3~::> '110 .\LL ':ORI~RS T.J SP :;ciFIC TIJDUSTRIE'3 

- - - - - - - - - - - - - - - - - - - - --
'~ of "!J'JUS3hold ~·. of rur-,.1 <,{ of rur1.l 1:n1 I:n:_lu.s-

1'161 Por"K2rs to t:ous ::hold non household try ~roup 
to totrl Industry =ot1l -v·or;~.=rs t.o 

3roup cot.il 
- - - - - ....... -- - - - - ·- .. _ . - - - - - -· - - - - - .,_._ -

1::}61 ll7l l'''jl 1171 1161 1 '171 

(1) (2) (3) (4) (S) (<=>) {7) (8) 

20C 33.12 2'3.97 2·•. sr 1 '). 48 21.69 34.48 204 

202 68.6P 39.98 6 17
•. 3 2 ?8. 47 ~·LC7 49.71 207 

207 65.85 42.5C 5:1.39 36.60 1.06 19.05 211 

22() SL 41 ~3. 55 30.95 34.Q3 21.13 26.40 ~26 

211 73.27 65.96 5 (). 45 -l-6. 28 8.1·1- 12.21 233 

2 3') )('•.71 71.16 6:.96 50.05 3.60 8.64 235 

260 ) 5).4~ 50.00 2r. 91 13.1" 8.01 ·:. 61 245 
262 ) 
~63 ) 
261 ) 

273 ) 4S. 81 44.76 3 .Sl 31.43 15.71 18.76 ( 261 
278 ) ( 265 

2'3: 10.58 12.56 31. 10 3L r~6 17.71 21.79 276 

282 55.74 S3.6R 5). 82 51. 17 17.22 11.go 273 

283 85.08 58.31 83. oq 65.1'3 1.62 15.12 2'7 1 

284 ) 59.96 53.19 5 ., 0 66 ~ 3. 52 15.97 14.70 279 
289 ) 

310 56.83 ~2·80 57.51 35. 9t1 10.42 20.23 290 

311 77.25 '51.01 6., 77 16.82 5.11 12.90 291 

310 1Q.63 16.03 1 )0 76 13.01 52.06 56.58 '!20 

35C g3. ·11 87.41 8i:.37 77.70 3.26 8. 71 322 

369 56 0 8'J 51.46 51.01 12.76 12.07 1 '1. 58 ( 343 
( 315 
( 3-11 

20S 20.48 14.87 7.32 6.4--± 1'·. 61 17.71 ?05 

206 6·1. 80 22.3·1 so. 15 14.85 13.67 3·1.61 201 

- - - - - -- - - - - - - - ·- - - - - - - - - ·- -- - - -

con td" o o 
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- ..... - - - - - - - - - - -·· - - - - - - - - - - - - ·- ·-
( 1) ( 2) ( 3) ( 4) ( 5) ( 6) ( 7) ( 8) 

- - - - - - - - - - - - - - - - ·- - - - - - - - - - - - - - N··• 

233 ) 50.67 26.03 31.72 14.81 . 7. 37 8. 9:± 232 

2 37 
) 
) 

234 22.38 12,.90 1L93 3.67 15.56 20 •. 47 2 36 

25 3 ) .8Y. 80 87.9 ·1 80.21 81.62 '1. 43 8.89 2 112 
254 ) 
255 

256 ·16 0 q 1 33.58 19.85 10.!1:7 6.86 7.70 - 262 
272 

270. 70.47 58.55 57.96 1·1. 01 14.31 2L30 263 

277 . 61.22 35. 31 58.99 30.95 2 3. 64 47.66 268 

280 16.72 12.28 13 0 21 9.75 3'1.13 39 0 13 271 

351 ) t.Jc. 66 38.07 2.52 37. 17 42 .. 23 13.68 32 3 
352 ) 

343 ) 20o79 15o02 17.61 12.78 45.92 51.36 326 
344 ) 
3tl5 ) 

361 29. 4·1 11.41 17.26 6.21 10.63 11.50 ( 340 
365 ( 342 
366 
367 \ 

) 

368 17 0 12 11.09 9.51 7.05 1:).5.1 17.54 344 

392 ) 5'1. 18 12.62 ·13. 75 27.06 8.75 17 0 04- ( 382 

393 ) ( 383 
( 393 

388 17 0 08 16.08 11.56 10o61 18.89 2 ·1-. 28 39·1 

399 18. 10 31. 11 11.92 26.24 17.70 13.60 ( 389 
( 399 
( 391 

236 79.34 62 0 ~1-8 70.80 53.28 12o25 23.05 2 311 

209 52.89 38.99 37.97 27 0 t±2 10. ·16 18.96 ( 209 
216 ) ( 214 

( 21<:) 

211 ) 15 0 27 23.67 1·1. 00 2 2. t19 79. 6.7 70.47 223 
/ 212 ) 

- - - - - - - - - - - - - - - - .,.. - - - - - -. 
CO:'ltd ••• 
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230 

238 ) 
2 3~ ) 
2 H ) 
266 
27~ 

271 

313 

311 
31'S ) 

3 n ) 
3. 2 ) 
3-:5 ) 
3"7 ) 
3S" ) 

( 3) ( J ( s) ( 6) (7) 
- - - - - - ·- ~- - - ~~- - - - - - ·- - - - -
2t.92 23.85 20.13 

59.8S 21.28 6C.~5 

~0.71 1.21 1C).3i 

s1.11 3').68 5C.es 

~s. ~s 33.1: 3f..56 

12.15 2.60 1r.11 

2f•. 55 25.97 

1P.10 8.6g 

5.:J1 21.7~ 

27.~0 16.71 

2 '3. 3 2 11. 98 

7.10 36.66 

2.17 11.17 

24.17 

11.2 1 

12.12 

1'1.16 

11.96 

( ~) 

230 

( 25 3 
( 25) 
( 2'51 
( 266 

260 

( 213 
( 2'16 
{ 2'1') 

390 

( 3?S 
( 329 

( 330 
( 331 

So1.1rc...=; 1. C nsus o£ InJi'"l 1'361, Volume I ..?~rt II-=:-_(_~)_, 
; m ~~:~1 Economi~ ~~''lbl·:s,-rL~bl-B-rJ ?'1rt ___ 
TR';}istDrG.~n2i"',l,-73~ D2lhi : 1 '16sT. 

2. c -nsus of Indi~ 1971, 3:;ri~s 1 P~rt IT-~ {iii) 
(;~n:cr-:11 ~conomic T:tbL;s, T-,b1c :3-.Iv P-;~-:c----- ·----.-:----------------------\?P.:ndix li{_=gistr~r -::.~n-2r1.1, 1~:'\v :J:;lhi ~ 1177). 

I::. 6 Conclusions 

1S m.eqsu~:2d 'ry..! the; nurc\0~ r of vT orkers .:::r.p1oy ~d in this s ~ctor, 

-vr·: hy:i look:d. -:1t -3 nuT"'lb~r of <S"..).·-:::cts of th~ obv~rs= :Jroc,ss, 

t'h: gro.:th 0-= t":J.e non hous ::hol '! Oi: CY)tt1.1ist s~ctor. 
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\.J'.~. s·J,·l, firstl~'[, th1t ths l~v.3l of ·economic ~ctivity, J.S 

c1Pi t:tl ist S·:!ctor as J. whole by :"1 1 3.rg'~ m-ir·1in of 27 la.J<h 

workers. The proc2ss of ths d8V2lopment of the CJ.Pit'1list 

;ntc~r:pr: is_;s on the one h 1nd, and the =:tbsorbtion or destruction 

'3. sm1ll fall in the; proportion of employers,, 1 rise in th<~ 

proportion of :'·-~mployaesa, :::1nd '1 d::;,clinG in f1mily workers. , 

:J.nd th::; r'~cristered f-1ctot:'y sc-.;ctot:', ""'~ S"l:"-' in S:~ction IX. 3 th1t 

the unregistered sector as a whole had inct:'eased its shat:'e of 

the~ :=mploymr3nt in the c:~pi t1l ist sector '1S .-'1 whol~ o Ho,v -ov:=t:', 

in the m=dority of individu"-1 industri'3S th1t we ::;x~min,~d, t.iF3 

sm1ll unreqistered compon2nt h~d declined relative to the larg~r 

11 f::tctot:"i·2S" in the Sl.mc; industrv. 
-.f. 

Turnin'J to the t:"egist2r:;d s:~ctor, nr; found thit the sm:1.ll 

and medium srn'lll c·1pit1.list stc"ltum, d:3fin~d in t;::;rms of th::~ 

. 
conc;pts of Ch1Pt2r II, rnd m::m'1g:-;d to r:::t1.in th.:~ir position 

in the industci"ll st:ructura in tel:"ms of the sh·3.r<3 of fix·.~d 

caPi t'll, output and Vl.l u-" :tdded. Th~ sh J.re of tot l.l <'3rnploymcnt 

vl i thin this s tr1tum h3.d incr<~ J.Sed subst =mti 1lly ~ 

modern soul:"c~~s of 2nergv such ::iS 2l·~ctl:"icity J.nd liquid fuel. 
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::;-urt~"!r, \!~ .;:o'.' . .ni tint m-:tnv of th.= mo.lern --~nt..:rnrL:; ~s 

th . .:: ·'b1.ckr1 -:rd' 1 1.r )J.S of th~ co1.:.ntry by mcour1'1ing th:? :;ro1 th 

of mo-1--.rn srn-=tll U'1i::s wo· 11 h; J.ssoci'lt3d with t~"" str-;r.1tf-:,

:min • of c y;:d t :list r ;ll. .:ions of Pr-oduction in thr;s : 1.r '1s. 

This t;ni.2nor >·11..3 illustrl.t.;d bv d'l.t1 which sha·,ed th1.t th.! 

str>~n7th of C"l"Pit-:l.ist ~,t,.!J:Pris-=s h"ld unifor:nly incc21.S :d 

in th') rur:il "lC ;;.s ov;r ·:•1~ 1 '161 to 1 '171 <i2c1.d2. 



~ :-\FPENDIX TO CHAPT:SR I V 
"' 

N~tional Industri,l Cl:J.ssific"ltion (N.I.c., lq70) ____________ .,... ____ _. __ ~--------"""'--"'-·---~--------------------

Major 
Group 

(Three digit laval of classific~tion) 

-------
1·1:Lno r 
C:1 roup 

D~scription 

Division 2 & 3~-H3.nuf:J.ctur inq -::1nd Rep.,lir 
2 0-21 l·'l J.rlUf act"l~re-of Fo-0:~ Proc~·-

--- · ~2"6CY·--··~· Sl~i"ugh te rinq, prc~p,r :J.tion :J.nd pc~serv"ltion 
of: m2:J.t. 

201 f!l .. :=~nuf::<.ctur,~ of d0.iry Products. 

203 c,nning, preservinq and orocessing of fish, 
crustace:J. 0.nd similar foods. 

20.:1 Gr:::J.in mill product.s 

205 M,nuf~cturc of b,kery products 

206 FL."}.nuf."lctuu:: .3.nd rr~fininq of suql.r 
( v -:cuum pan suq:J.r f-<.cto ri :=s) 

207 Pr.-oduct_ion of indiqenous su.-::pr boor:J., 
l;:h1.ndsari, gur, c?tC. frcm SU<J'l.L-can~, 
pc-.tltil juic ~. 

208 Productiop of con1mon S"J.lt. 

209 l'l::1nuf1.cturs of coco_'l, chocol "ltr'~ '1nd suqo. r 
confc~ctionary ( includin·1 SVJ '2'3 tm<? ·-1ts) 

210 l'1'1nuf 1cture of hydrogen o.t~?d Qils, V3.n:J.~Pati, 
gh22, etc. 

211 H3.nufactur·:; of oth2 r edible oils '1Dd f-l ts, 
e.g. mustar-d oil, qr:oundnut oil, til oil, 
etc. (In:dible oils shavn under 315). 

21·1 Cashevvnut procc:ssinq like dryin'J,, shellin!J, 
roasting, saltinq, etc. 

215 

219 f·'l"'lnuf"lcturo of food products not ,;ls::;~
wharP classified. 
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· 'i;ooc 

22 3 Production of country 1 ir·uo c ~nr1 todd-,, 

;-1 >nu-F :ctuc. of ci'""J;iL.'3, ciTir -ctt~2s, dv:r-oot:3 
,n._: ciq·:r ;tt: tob"'l.cc:o. 

23~ PrintinJ, &:]ing 1nd bl21chin1 of 
cotton t ~xtilt?S.o 

23 1 PcoJ.uction oL ~':l.adi. 

235 ~~~'Tvir."J 1nd finishi-n1 of cottO'l t::;xtil;s in 
h-,_nJ.lrorr.3, otr1::r.th~n kh1di. .-

2 L2 vJ'ool S;)ioninl -=~nd VJ-;y;ing (oth?c th3n in 
r:tills). 

215 Spinnir.], w~~vin~ 1nd finishinq of si~k 
tLxtil.s. 

250 Jut; ;ctnd llc:stl. -;;n"'ssin J 1.nd b"'ll inrr 

253 Pc:P1ring, spinni:·q, H~i'JiD1 "!n:J fini.s-:!iD'J 
of h.::·n:r- 1nd o th-:; r co1r- s 2 fi ·:Jc :s. 

251 l-1tnnf 1ctuc~ of jute: b1 :;s '1D 1 oth 2r:- jute 
t2xtiL~s P.Ot 2lso;.-.rh~r-; cl:~s.;i-i=i:::d. 
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i.J~SC'CiPtion ----.... --- -~---·- .... 

260 Knitting mills. 

261 i'1 -=tnufactur.,~ of ==tll types of thr,:; :1ds I co('d~g- 1 

ropes, tN in::!S1 nets; etc. 

262 Embroidery 3.nd m1kinq of cr3.p.:::s, 1 "lees ::".nd 
fring::;s. 

263 W~3vinq c~rPets 1 ru~s 1nd othsr simil1.r 
t2xtile products. 

26·1 Ii_1nu:i:1.ctuc~ of .qll typ,~s of t ~xtil•3s, 
] -,_nn.:;nts including v-7 -21.r ing J.I_)p1rel. 

265 ~-'hnuf~cture of r1.in c0'3.tS1 h1.ts 1 etc. 

266 I11nuf-=tcture of mJ.dQ up taxtil~ goods (except 
q~rm2nts) such J.S curt==tins1 mosquito nets ct~. 

268 l1'"-nuf-"1ctuc~ of coi r and coi r products. 

27 3 !1-._nu:f:-l.cture of structurl.l wooden qoods ( :i_:r:cl-1.1-
inq trc~"J.ted timber) such- '1S b~'lms, posts, 3.:~r-~ 
and I·Jind&s (excludinq hewinq "lnd rouqh s~'11)i.r-·_ 
of poL~s~ bolts "l.nd other wood m"1teri1l i·Thi:-::·1 
is cll.ssifi:~d under logging). 

27 1 1-l:tnUfl.cturc of vvooden industri 1.1 '}Oods, ::.:'Lc.c:., 
::1s bobbins, blocks, h1.ndlcs 1 saddlin1 l.nd 
simil"lr cquipm.:::nt 'lnd fixtures. 

276 Hanufactur.~ of wood-en furnitur-e :md t:ixtur-:?S" 

279 r'Jl.nuf.-3.ctur.-::; of I··Iood and rsed, b==tmboo "lnd c==tn= 
pr.-oducts not elsc-~vh:;re cl"lssified. 

2'} l1:::Lnuf::tctur.-::: of L::e:J.ther- and Lc-=tth.:::r- "lDd Fur Products --- -·---·- . ._... ........ -.---------·-----·-_,. ____ , ______ -
290 Tanning, cur.-r-ving, finishing, embossing ;:1nd 

j "lP'lnning of 1:.~--=tther 0 

291 l'1anufl.cture of footl'f2'3T L::xcludinq r ~P"'l-id 
except vulc"lnized or- mould3d r-ubber- or
Plastic footwe'1r 0 
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.. -:nuf-._ct·. r: oft. 'l.th :r Consun2r ';oo:is (oth~r:
th'ln l.-)p 1rc;l -:1nd ~oob· ~'lr). 

216 '\ 1 nu:F1ct'.1LJ of f··r "l.nd s'dn r:-uqs 'lnd ot'!--,=r 
'lrticl~s. 

2 )q :~ 1nuf<.ct· r:-2 of !J.:1th ;r: 'lnd Fur: Pcoducts 
not : ls:!. -'h~r; cl "tSSi 10 i2d. 

3CO "-yr:..! ::.n J tub.' inJ,~s tr L=s. 

312 ~ 'lDUf 1Ct'1r ~ of '""-ints, V"'.rnish-;s 1nj_ 
l1cqu~r:-s. 

317 · ·"ll1U-':~ct' r ~ of rrntch~s. 

Pcoducts 

320 ;:"l.nuf.-'lctur.J of structur"11 cl1.y pro::lucts, 

322 ' 1-lDUfY::tur-.:: Of 3"1rth2D-tl'1C~ l.Dj 21.rth.=n 
oottec?. 

3?3 ::lmJ::'l.ct·.:r' of chinl-h'1X2 1nd porc~l"'lin->;;.J.re. 
'326 :-i1nnf 1ctuc ~ of structur 1l stone 'JOOds, 

sto~; dr :ssing "1nd ston2 ccushin1, ston3~1r3. 

328 :' 1nuf 1.ctur ~ of 1Sb2stos, e.=rn ~nt 'lnd oth ::!r 
c.~m-.::n t prorlucts. 

329 -- 1nuf =J.ct~c : 0f miscell3.n2ous non-rn;t"l.ll ic 
min:.::!r -:1 products such 'lS sl "l.te products, 
-1Dt:"1SiV:.!S, -:;-r•·Jhit~ products, minc=r--::,_1 \•TOol, 

silic1 products ~::l othec non-m2t1llic 
min2I:'"ll ;xoducts not ~ls-3-:h . .=I:': cl "iSSifi ~d. 

330 II:'on "lnd St2--::1 industri.::s 

331 Foun,ri~s for c1stin1 1.n:i forqin1 iron ~nd 
s tc-.:1. 
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!~t.!lo_r: 
_ _2J;_Ol1I? 

-3 39 

De 3 ;(in tion 
... .- --· --- -... -----.-· -. 

~·1:muf-:1ctur:,.; of I·Ic:.,t"'ll Products -=ind P:~.E.ts <.::!:X:cc~pt 
...... """-·-------------·····-... -·--·- ... ,-., -----····---.-----------·-
I1:tc}l in_2_J;:.Y:_:anC!__:I' f:..::tns ]?_<.?.£~. -~ qu i1~2 n 1;: 

3.10 l~hnuf'lctuL:; of f-'lbfic•.tc~ci m~tal pr:oduct.s 
such J.S mc=t"ll .C'lns :Er:om t:i..n-Plit:::, b;rn'" 
Pl.'lt0 or ::=n;').mell•:d sh~:~t niet'll; met'll 
shipping cont 3.iD2f s, b·=dr 31?; drums i k~:-:rs I 
p.=dls, S-=J.f'3S, V::J.Ults; ·m:=tm~llc~d S'lDit''lXV 
'ind ~ -:±11 oth:: r f.'O"br:i c-1 t2d met:U pr:oducts. not 
~ 1 scoVJ \1;:; ie classi fie; d. 

3·12 !.JJ.-,_nuf--::ctur-2 of :Eur:nit.ur::; 3.nd -Eixtur,::s 
pr:im--::rily of m2t~l. 

31~ En'lmsllinq,_ j~P1nn:i..ng, l<~querin1, gqlv,nis~~r 
PlJ.ting 'J.Dd polishinJ of met1.l products. 

3-J.-S i'l=!DUf'lctur,; o:c rrH::t":ll utensils, cutL::ry -,_red 
ki 1:::ch:.;nvi 'lt"3. 

349 M2nuf:1ctur~ of m2t'll products except m~chin~cy 
3.nd tr1.nsport equipm:;;nt not els3\,rh~r:;; c.l_-:,_ssi·
fi.::od, lik: typ-, founding. 

357 1'1-::lnUf'lcturs of n1.chin·~ Tools, thc::ir P3.rts 
'::tnd ::tcc.c·.:;sories. 

371 MJ.nuf1.ctura of motor vahicl2s 1.nd p3.rts. 

375 !',1-=muf~ctur:..o of motor-cvclr:s :md scoot2rs 
and P'1rts" 

- ~, \ 

376 i'iJ.'lnU:i:"lctuc; of bicycL;s, cycl:~-rick:sh:tt-JS 
::1nd T)--1.r ts ~ 

331 H":lnuf-:::ctur:: of photo.1c1phic 3.nd optic1l 
goods (exclulinq photo ch~mic1.ls, s.~nsitis~d 
P-:<P;.; r: '1Dd film) •. 
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D.:; scriPtion ------
182 : 3 ..... '1": 1ctur:- of \v 1tch..;s 1n'3. clocks. 

'383 ;.l~r;uf1ctur! of jJ.J:!ll2r:-y 1n-1 r !l1t :i 
l.r ti cl0s. 

385 ·:lnU:E'l.ctur.! of snorts 1nd "'l.thh.tic goo::is. 

386 .i.,r.uf'lctur' of music1l ir.strur-t nts. 

117 :1~Uf1.ctur. oE st~tionerv lr.ti~l~s lik2 
fm;n t 1.in :9 n s, p.;ncils, p ,ns, pin 
cJs"!l.ion.s, t-:..Js, :tc., no+: -:ls:;Ph.3r~ 
cl '15 s if i..; d. 

399 · i 1nuf -ic t'.1L! of mis C·~ ll·=meous Products 
not ~ls;v:ho=r.) cl-~ssi'-i2::1 such 1S costum; 
j"'.v ;ll::::ry, costum~ nov--:;lti::-:;, -f.:!l.th!r., 
-;,lum..;s, -u:ti~ici'll ':ln·12r-s, br:-o0ms, brusr~.!s, 
1 cr'lP sh1d.2s, to'!icr:o ~ip~s, ci ,-1r .;tt.: 
holder-s, ivor-v qoo1s, b1d!~S, t-Jir:J~ 1nd 
simil\r 1.rticl2s. 

3'Jl Zl..;ctric11 c~P1ir s'1ops. 

392 R,~ryqir of motor v·..,hicl-:;s 1.nd motor-c-.,rcles. 

3)1 r<.ep1ir o-r: bicycl<:::s 1.nd cycl ~ ricks'l1:1vs. 

-x;,'r*** .... 
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THE NA'rUR:S OF SHALL ENTERPRISE D'~VELO.I?J'1~~NT POLITIC,'\L ------ -- ----- ---------- ------------ ---------
AIH3 AND SOCIO-.!:CONa,UC REALITY 

X.l Introduction -----------------
On th~ b:~.sis of th2 policy :m:~.lysis in Ch3.Pter VII, W'"' 

h,::td reached the conclusion thJ.t the two ::ti•ns (basic"'llly 

inter-rel :~.ted) of the Indi =m Sm;::tll Industries Pol icy lvere 

to devr;lop th ~ home m3.r:'ket, through the ;xp1.nsion in bre.J.dth 

.J.nd depth, of c;:J.pit"llism in industry; .J.nd the creation of .:J. 

class of sm:1.ll C"lPitalist or proto-capitalist entrepreneurs. 

In ChClptersVIII and IX, w•~ attempt2d :-1n c"!X:J.min"ltion of the 

empiric1.l m1.teri;::tll3.V:1.ilable, in order to se-~ ,,Jhether the 

policy h3.d shown signs of succ2ss. 

In Ch3.Pter VII, \v8 h-"l.d concentr.'lt~d on the me.3.sures 

dev21oped by th:; Government of Indi::t to c~ncour::tge thl~ em<~r-

gene~ of capit-1.list rel"'ltions of production in the rur-1.1 

particulJ.r. It seemed to us that this was justified in that 

the! m::J.jor economic aim of the small industries policy w 'lS 

exPr<:::!SSed in these m•3:tsures. Havevc'!r, the mor<:! cle.:trly 

politic"'ll "'lim -- the creation of 3 cl3.ss of sm"'lll capit.J.list 

entrepn~neurs, who vJould broaden th-3 politic:tl 3.nd soci3l 

b"'lsis of support to thG Governm•::nt -- would inevi t:tbly be 

the subject of more 6rg.J.nised subversion from established 

industri"ll interests. It is necess::tr-y, therefore, th:tt some 

of. the concrete issues f.'lced by poliey m"'lkers be discussed, 
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v ~ntur..; i. :. proqr1mm C!S for th.:. d ..;v >lopm:!nt of "ind::p.=nd~r. t" 

c=J.Pitl.list ~ntr~Pr~nours. 

~ss.;ntil.ll'l th.; point is th ~ folla..,in'}. In our vi~, 

' 
1.lthou?h 1 C'.oitl.list st1t2 :!o~2_ r~pr.::s:nt c.~rt1.in .-~conomic 

int.;r.Jsts, this must not 1J,..; int.;rpc~t..;d in 1. M2ch1.nic1.1 

m1.nn~c. Thus, in tht; Indi1.n cont:~xt, policy -n1.k.:rs h1d not 

with th; c1.pit1list str1.t:gy of dc...:v ~lopm:nt, but 1.lso fr-om 

th..; l1rg~ industri-:J.l int-.Jr2stswho s~·! tt..;ir short or eve:n 

m-Jdium t2 rm int-2r . .:.s ts 3.tt 1.ck2d by th.'? St 1. t..; 1 s pol icv of 

It will b _ r .:.c1ll::!d th qt th'2 :::1.ndhi 1.n opposition h J.d bc".H" 

n~utr1lis..;d by th..:; Constitution of th.:. I~h1.di 1.nd Vill1q,.:. :ndus-

t ri :s Ccmrnission. ?his institution, d ~ 1 ink~d from th~: nor-m1.l 

1.dministr-l.tiv! structur-~, h3.d solvL:d th:; probl2m of n::concil-

in-? th: G qndhi 1.ns 1 vLM of industr i 1.1 ,..;xtcnsion v1ork, Hi th th2 

1.ction, of d.linking ::xt..:nsion 1.nd pr-omotion ~ffor-t for- mod~rn, 

c"tPi t"l.list or proto-c1.Pi t1.list, Gnter-pr-is ~s from th1.t for th2 

rur 1.l "l.nd urb3.n tr-'1di tion 31 cr--1.ftsm2n h "l.d effecti v-~1 y redu.c:.3d 

d~clin: of th~: bulk of such produc.;rs to o1.uP ~r:-s. It hqd =J.lso 

1.llo·r :d for "lD 3.Ppro1ch most cLnxly impliEd, if not st~t2d, 

in the P2rsp2ctiv~ for th;:! t2xtiL.:. industnr. R_;st 1 t;d, this 

l1.Y in th3 l.Ssumption th1.t if th2 sm1.ll c1.pit1list ent::;t:'pcis2s 
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textile mills, this str'3.tum \,rould eith~t:' 'lbSot:'b, or destroy, 

the pr~c'lpi t=:tlist textiL; producet:'s o In both c::1ses, the 

objective of .::1ccelerating the differenti'ltion of the producer; 

th,~ grarv th of C'lPi tal ism, and of the home market HOUld be 

achieve do 

In th::; c:=:tse of the textile industry, it w.3.s rt~l'ltiw~ly 

easy to dem::3.rc.::3.te the small Cl.Pi t"ll ist ent.::rpris:= from the 

1 .3.rq ~ f"lctory o In :1n industry wher•-= the m'lchinery took. the 

form of th:= h::3.nd-or the; paver operated loom, it ~.v"ls possibla 

to d.em"lrc.'lte the small unit from the l"l.rg;=, quite simply, in 

tc;rms of the numb<~r of looms :;!mploved. Hc:w2ver, th; extensio:-

of the principle of a demarc'lting line dividing sm"lll c1.pital~ 

units from the large, to 1. very wide range of industri<~s w.3.s 

quite ::l.nother matter o 

This was so fot:' tlvo reasons. Firstly, there tvas the 

qdministrativ,3 probl~m of working out '1 d,=m·3.rc'lting line 

which would c'l.pture the: <2ssence of the diffen:mc·~ betwe:.:!n 

the~ 11 small" and the "large" across a wida r'lnge of industrL~s 

It was consid2 red n•~Cl~Ss.=try to h 3.VC~ a simple d.-2m ::3.r c'"'l.ting 

line so th:1.t the lower L=v,~ls of the administrative agencL;s 

were not overtaxed by the complexiti~s of the cr.iterion. On 

the other h3.nd, diff,~rences in technology, and in rates of 

technical ch'1ng:2 could be ~xpected to ·'lffect the oper=:ttion 0£ 

the principl<;S of economies of sc:'l.le, =:tnd thereby the siz:; of 

the: optimum production unit. Thus while administr3.tiv:~ requi,.. 

ments deml.nd2d simplicity, economic "l.nd b~chnologic'll conside

t:'ations required ·'1 sophistic.'lted approach. 



3 ·14 

In 1.ddi tion to th2sc probL;ms, '3.r ising from th ~ ~~ssen·-

ti 1.11 v 1.ebi tr 1.ry n 1.tULJ of 1.ny Sll.!l'2..U!. cr.i terion 1.pPlL~d to 

1.ny sp~cific industey, l1y th2 cruci'3.l issu2 of d~f~nding 

th; sn1.ll in~ustrie; d2v~lopment progr1.~me feom whol2s1.la 

2ncro1.chm~n t by l1.rg.3 industr i<=tl in tee Jsts. In the~ s ~ctions 

th., politic'll1y mor.~ intr1.ct1.bl2 ones of "<nt; k~eoin:;". 

u.~ h1.d ~;scrib . .;d in Ch-wt;;r VII hcx1 th;; srn1.ll sc1.le 

s "'ctor C"'lm~ to b.; d ~fined in terms of" 1n unrr;qul1t -~d s ~cto r, 

free from th.; Provisions o~ the Industri1.l Developm2nt ~nd 

R~1ul1.tion \ct. This h1.:l 2xclud2d units employin'1 lass th::m 

50 \-' orker s ,., i th pav 2 r:, 1.nd 100 '' orke rs n i thout oav ,~ r, -from 

its :>ur:vi3W. To this cri tee ion w "lS 1.dded th.; furthar ·proviso 

th1t the fixed c1.Pit1l investment should not 2xce,:!d Rup.3es 

1 
fiv~ l1.khs. Th2 r..:~son for this li<nit ~ppe"'les to b~ th1.t 

und . .:;r th.:! C1.pit1.l Is.su..::s ( continu1.nc." of control) '\ct of 1 '1·17, 

C1.?it1.l issues of l::ss th1.n rs.5 l1.khs lv2e2 eYempt from conteol, 

1.nd it w1.s f:;lt th•t the sm1.ll sc1.L~ s.-:.ctor should not ba 

bound by this Act, :d th2r:. 

\lthow:rh, by this method, 1. sm1ll firm or: 2nterpr:ise 

h 1d. been d.2fin :d, th,: pr:obl~m "' ith 1. dofini t ion of this 

kind is th1.t it is continu1lly th; t"'lr:get of pressure for: 

1. R1.m K, V::;p1, Sm"l.ll Industr:v in the S.:;venti:~s 
(Vilns, Delhi:-1971)--p. 11g. 
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ch3.nge. For example, ci.n officL'l.l com·nittei:! re-port:Lnq in 

1972 had this to sav; 

'I'here has been, o1: l::tte, a persistent demand for 
up,rard revision of the c.::tPit:tl limit ••• the ai:"qu
ment advanced in suppoi:"t of this up.i::1rd r~vision 
is th'lt the cost of machinery h.:2s jone up •.•• 
Further it vroul·:~ not be possible for small enter
P~ises th~t were st::l.ited 5 to 10 vears ~gb to 
modernise their production m'lchinery by teP1"3.cinq 
obsolete rn::1chine rv unless they cross the invest
ment limit fixed for small r:mterpriSe.l 

It '"'as clearly the 0:1ners of the lau::rer amon1st the 

sm-'3.11 scale units 'l1hich HOUld use their influ2nce for an 

up..,r:qrd revision o:l: the critei:"ion, 1.nd this f:::tct 'tV~s Hell 

recognised bz the same Committee: 

It m'ly be pointed out th:::lt out of 2.81 l:'J.kh.s regis
tered sm.::tll scale units only .3bout 1500 smJ.ll sc:=tle 
units m'ly be on the ver•}2 of crossinq the inv·estment 
limit of ns.7.5 la1<:hs. It is the "laxJer" :trnonq 
sm:2ll units th3.t h"l.ve been 3.ble to :::tbsorb the mJ.ximum 
sh·1re of development3.l assistance provided by th2 
Government for th·~ grcd th of the sm3ll scJ.le sector 
'3.S a v.Jhole. 2 

The pressul:'es for: Ul::ltl·3.rd r-evisions incre=tse•J. :::tS the 

develoDmen t prog I>3JTFnes consolidated, 1.nd the criterion 

was aP;?lied mor:-e str: ictl 'I. Ini ti 3.lly the def ininq ch.::tr=:~c-

teristics wer·e to be used in ·"i aflexiblo manner-". Upto the 

·last qu::trter: of the Second Five Year: Plan per:iod, for inst:J.nce. 

it was not cleal:' ~'!hethel:' ·the vJ.lue of fixed '1.Ssets was to be 

---.--------
1. Gover:nment of IndLJ., l'Hn istrv of Industrial Deve

lopment, Development Commissioner (Sm::tll 3c~le 
Industries), Interim Revort of Task Fore~ Committee 

:::=..;;~.:=.---.-.:..---- -·-----·-·-···--·-·-·------
.£12 • ..:?..~~1)~ .. -:'3_-:;.SJ.l ~ -~!]_~\!._~ t.~J e_E?_ :.. . .? r: 2.1r 3.~eJQ_£._Deve 1 QJ.2.\"fl~l}~ 
5f.f .. -~'P 3.1.t -~ q_~\ e ___ 'f.n..C~·£:'?... ~t:!.Ei.L ~~r;:,_ :i.: n g__ F :hf.t 1}. F :b.~_ '£s~E-€.1_1n 
\rnlmeo), 1972, p.6. 
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t:1a :rross vqlue, or: th~ depr~ci.:=JtRri. book V3.lue. In 1160, 

th~ : 3ti 'Tl"1.te s Cor::.,ni '.:te-o s,.:T1~ste-i tb :=tt th~ gross v=t lue should 

fror'l th~ cin'lnci'll v:nl: 1950-51, the V3.1Ue Of ffi"'!.Chinec.r W"'.E' 

t-=tk~n to b~ the origin'll :;r-ic~ P.:=J.i-:J by the a·Jner, irr-especti7""· 

1 
of v.r hether: it w 3.5 ne:' or s:.=(~ond h 1.nd. 

3y 1151, 1.lre"!d•,·, the::>~ vJ"1.S som~ evidence th2t the 

dr:!finiti0-:1 of sm1.ll sc1lc:> unitn'l.s br:!in1 conso1id"1.ted lY[ 

In th'lt year, 

the emp1oy'1v~nt criterion vl3S r2l"1.xr:!d to include units vJhi::h 

l""'S7, ch~ income tax 1"1·13 h1.:l been rnoiified to "1.110.1 for 1. 

r.2his ','"iS l.t thr~ t.:"";lte o-F "3. 50 P2r c:nt in2re=J.Se ~or b-JO shift 

2 
1.n..-1 lrO p.~c c:~r.i... ::..:cre"!S~ for thrP.~ shift >.rorki.n: 

5'<111 Sell"' unit ·1nd undert-,.~inJ t'l,~lti_pl~ shi~t oper'3.tions, 

\ ye2r 1"lter, in 1160, the ~rnDl(')vment criterio:r w-,.s 

rer.1o-.red "lltogether, -'ln:'i the smJ.ll sc1le unit w1s d~fined ·ls 

1. SP."~, ~stim1.tes Com"litte~ (2nd JJo'l< S::br,1.) Sev'=ntv 
S=venth ,~eoort on the :anistrv of Comrr.er:ce· 1.n-f-·· 
In :lus-tci:_ 3m.._iiTs9_'"iG._J.n-~s=~~I~i-~ ~r·~=f :· _Q£"'liii.- · 
s1.tion of De•.re1oom:=mt Cor:t'llission~r, Sme1ll .3c1le 
Indus·t-ri~ s -c··Jg7;-n·e-lhi; 1 g6of;--D':--~-;-nd 1:'1t ion ':11 
Sffi'~'"'iTrnd.ustri~s Cor0or3tion Sch ~rnr-~s 1nd Proor.~ 3S 
1160-61 (Nev; Delhi~1161), p.s-:---------------

2. For the notific1.tion of th~ ns·; criterion sqe 
Government of Indi 1., li 1istr-v o-~= Co'l-r:1'3r c= :~.nd 
Industrv, Dev'=1o·t=>m2nt Coi'1"'1ission~r- (.3m:tll Sc1l= 
Industries) ...i'll:tll Sc1l2 Industri~s: Proce-jure fo~ 
~e_'l.~~ t.f.S.!:~i£12: -~ lil4".-\~ s_{s_ t_ill~ Ti~ ~1-5eT'h i7:0)5'rf ;· -~. -~ 
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one in which the gross v-:1.lue of fixed assets w.1.s less th"l.n 

i's.5 l'lkhs. In addition, sm::~.ll sc"J.le ancillary units vlith 

investment upto Rs.lO lakhs were Dermissibla, inti.3.lly in 

eight select3d industri·~s. 1 Further ch:"inges in the defiriit~_on 

took pl~ce in 1966, 1975 "J.nd, most rac?ntlv, in 1980. In 

1966, the limit of investment w :J.s r=1ised to rs. 7. 5 lakhs, ne»J 

2 to include the v::tlue of Pl=1nt and machinery only. In 1g75, 

th re•" ye::~.r s aft·er a strong express ion of views by 3.n offici "ll 

com-11ittee we h1.ve already cited, the limit of inv,~stment in pl:: 

and m"lchinery ivas r3.ised to rs.lO l"lkhs :md rs.l5 lakhs for 

11 norm'3.1 11 3.nd "3.nci1Luy units rr::.spactively. 3 Finally, in 

1'180, the limit was raised to f'<;.20 13.khs; '3.nd rs.25 lakhs, 

resPectively.
4 

?),. vi2w th3.t the sm."J.ll scale sector should be defined by 

units ·with 3. fixed C"lPi t1.l investment of "not more thqn Ps. 

one or one 3.nd ::::t h.3.lf lakhs" h::::td been expressed in evidence 

to the Estim::::ttes Committee in ei'lrly 1'160. The concept .of the 

"tiny .. unit with fixed capital investment restricted to rs.l l.~k>. 

1. N 3.tion1.l Small Indus tr i•:" s Corporation Schemes :3.nd 
Proqre~s 1960-61 (New Delhi~ 1'161) pp. 8-9 

2. Hinistry of Industrial Developmant and Interni1.l 
Tr::~.de, Development Commission~r (Sm::::tll Sc1.le 
Industries), Use your opportunities for st::~.rti~ 
.L~ll Industry (Ned Delhi" 1970). 

3. See, for inst.'3.nce, G.D.Sh'l.rm'3., Ha,r to St"lrt you£_ 
own Small Industry (Press and Publici1.tions ~gency, 
Delhi:l97~p.9. 

4. Sr~e, for instJ.nce, Esti'n1.t8S Committee (7th Lok 
S;:tbh3.), ]?o~rte~~nth Report on the Hinistry of 
Indust£y_-rDep~rtm2nt o~_Industri~l Development) 
Sm==1ll Scale Industries - R."i\v r·'l.3.tet'i'3.1S ::::tnd M-'3.rkP4-.i 1:"~· 
Tl\few ·Delhi! 19Blf;·-.p:-r.-·~--- · -----·-.. - · 



fix; :1 c1.oi t 1l investm~n t per wor:ke r to r". 4000, "!nd the "'lnnu ::rl 

turn over to rc;. 5 1 "!khs per "lnnum w l.S SUJ::J ~stcd by 'ln offici '1.1 

com"litter:~ in 1172. In 1q77, b1sed on the underst:1nding th1.t 

over ninety ~er c;nt of the exi~tinJ S~"lll sc:11e units h1.d 2n 

i:-.v,~strnent in p11nt 1nd m-=tchinerv of l~ss th1n rs.l ll.kh, 1. 

"tiny'' s-:ctor which includ;d units v.rith l2ss th-=tn this v-=tlur:-

in pl-=tnt -=tn:i m1.chinery, •.nd loc-=tted in tavns Hith l':ss th1n 

1 popul1tion o c 50 000 ( .1ccordinq to the 1971 Census) Y.' l.S 

1 
cr~l.t=d. ~he politic'l support provid2j tr7 the J1.n1.t"l 

r>1rty ·}ov-.:!rnm:mt' s interest in rur1.l dec~ntr1.lised economic 

1ctivity prob'1.bly provided the imP'..:!tus for this ste;J, Ho,:eve;:-, 

by 1980, th~ limit \·1 1.S r1.is2d to rs. 2 1 "'lkhs. ~ 

of course, b~en b1.sed on th~ continuouslv risinq prices of 

1 d h . 3 
p 1nt 1n ffi1~ 1nery. If w.= t1k2 the definition of S::-:1'1.11. 

1. Se ~. Sstim1t~s Conmittr~; (2nd Lok S3bh3.) Op.Cit. 
pp.8-:); Governr.1ent of Indi,_, :·linistry of In-J.us-
ri1.1 Levelop~;nt, ~YEOLt_O~ the Committ~~ for 
dr 1ttinq leqi 3l1.tion for Sr:nll 3cl.l2 Industries 
(:a -n20),-T372-,-.p·~ 35;Gov~:mt of Indi 3., ::.-1inistry 
of Industry, D2v>.lopmc3nt Commission~r (Sm-=tll Sc"llo 
Industries) ''V.'·or1<:in'J Group on D,.;velopm;nt of Vill -=tge 
"ln::l 3m-=tll Industry in 'II Fiv·; Ye"!r- Pl-=tn - Interim 
R~por-t 11 .§~:JI1E III· (1977), 3. Fot:" th8 text of the 
1J77 In:J.ustri 1l ilolicy 3t1.tem:mt s,;c:;, for inst1nce, 
~me~ OCCN ( 1:)77), 3474, pp.1287-1291. 

2. 'rhis ,.,1.s 1nnounced in th~ 1980 Industri'11 Policy 
St1.t~'Tl··mt. 3 ~e, for inst-=tnce, Commer-ce CXKXXI (1980), 
3606, pp. 226-229. 

3. 3~-; S3timrt'3s Committ2:3 (2nd Lok 3-=tbh"'l.) OQ.Cit p.8. 
~stim=tt·;s C:orr.rr~itt:;2 ( 3r-d Lok S1.bh1) Hun:ired 'lnd Pifth 
Repor-t Q.!l_ tht:.· _···l:b_nis_try of Industry ( Or-q"'.nis \tion ot'-
t~~ _D ~:velqem :_rl_'t Com""lissi..2.:_~-' Sm 111 Sc1.1e Industries) ; 
P-=trt I (Nc·J D~lhi :1966), Inter-im RePot:'t of the T.-=tsk 
_Force C9..IQ!.!!~.!.t ~~ __ on ~m:.ll._§_c"-11'.= IndustriA~; Pr-ogr =tmm·~ 
o~_D~~;_l.oJ?m.~nt of Sm'lll 3c'lle ~9_ustri~du0~iftl':. 
Flv3 ~~'lr _Rl.::ill, p. 6. 
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sc1le unit to circumsc~ibe the units to whom offici1l policy 

support me=:1sur>~S 1.re :l.PPlicJ.ble, then the rqtion"'3.lity of the 

liber1lis1tion must, in terms of our qnJ.lysis, be measut:'ed 

1 q1.inst the objecti:V<.3S th."3.t.F:~ h"l.ve outlined 'lbove. This vJ~s 

the protection of the sm:'l.ll capit'llist unit ft:'Om the large, 

units to sm'lll c1.pit'llist units. 

AnJ.lysis of the effects of ch:'l.nges in the definition of 

sm-'3.11 sc:'l.le units is, hONever, m=:1d<~ difficult 'irJithout 3. 

dc=t'lil,::=;d ·"1n1lysis of PJ:'ic2 rises in e. wide t:'ange of machinel:'y 

occasioned by the di-verse technologv involved. HCNJever, as '='-

vel:'y bro"ld guid~, i'c may ba mentioned th'lt the offici1.l pric-2 

index for non-el~ctric"l.l m-1chinet:'v with h'lse ye'lX 1970-71 .. stc-:· 
in -1180-81. -

at 175.2 in 1975-76, :1nd 216.0/ In 1ddition, the problem is 

compound=d by the f"l.ct th'lt v.Jith th12 liber1.lis1.tion of the 

upper limit d~fining a sm3.ll unit, iifferent CJ:'itet:'i'l were 

in 1959, T.-.Jh ilG the 11 Pe r shift 11 employm:-~nt criterion was -3.doptc-(_. 

the National Small Industr:- ies Co!:'por :3.tion continu,~d to use ths 

old cri te !:'ion fot:' the GO'v:2t:'nment Stor.:.~s Purch1.se Scheme. Simi-· 

larly, .the inteJ:'est rate on lo;::1ns aclv1.ncad und~r the State Aid 

to Industries Act vat:'ied dep=nding on the size of capit1l 

invested in ~he unit. Inspite of tha efforts of a special 

committee to ensut:'e that the ct:'iteri1 suggested by them should 

h.:qve overridin9, st."J.tutory, :1uthori ty the: proposed legisl1tior 

\.V-aS not icnplr~m=nted. 1 

.1. l3:epo~ of the Committee for DrJ...fting L~']iSl'3.tion 
for Small Scal2 ~ndus~~, Op.Cit. 
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·.~.·h: q =muin.= adminis tr 1-ti W'! probl-~r;lS of 1n ~PDI:'opr i ~te 

d ~fini t:ion h '1V ~ b2en 1r1 ell cxpr2sS2d bv rt cor. ~r:nt -:1tor who h':ls 

h :1'1 S·~v~r-1.1 oosi tions en-:t.blin1 hi'TI to un 'brst:mi th.:: compul-

sions o-:= offici '11 policv rr.'"!kin'1: 

••• '"nv d ;v :loprn ~nt oolicy for th.= sm-:111_ iniustry 
~st ulti~:t~ly h~l~ it to 1row: su~~ '1 ?Olicy 
s~o~ld 1CCJlar,to, not hinier 1ro~th ••• Hence '3-

policv ·for-sml.Tf-iniustri8s must b2 Pr-=t1m1ti~ 1.nd, 
in f1ct, ~ncour-:.~e th_; sm"l.ll units to grav 1.nd 
b:>com_; bi p ;r units to whom 1ssi::>tl.nc·3 c-:1n be 
t"3."SX~rcd off ins~3-:l•5 of bcinl cut off sh1rply ••••• 
"'o out it somew:11t f1.Cl~tiousl·;, the sm1.ll industr-ies 
dr•vc loDn3nt pl:'oq r ~rr , "} i.3 most successful '1hen it 
r:11.k'!S 1. uni-t: l3.rg: quickly so th1t th--: Progt:'l.mne 
itself ci.n hc::l p 'l.nO th ~r unit .1 

Iet, '1 P1.J'"' l1.ter, h; go;s on t? sq_y: 

"::',.., • jefini tion of sr; 111. industry V'll:'ies from co·...:n tcy 
to country : \-Jithin th,_:: s1.rn.-; country it ch-'lDJ.::s 
per 4 ndi..s"l.ll•r, ':Thich is,, he,.lthy sym~,>tor:~ of gra•th •.•• 
Indi 1. in th..] ccursc of th..= 1 :l.St 10 v..=1rs h"l.s chl.WJ?d 
th ~ d:::fini tion 1.lmost t:h r22 times -- whL:h is 2 3. good 
si 1-n of th3 r.1pid gra1 th of her sm 1ll s~~ctor • 

. \pp-,rently, there: L.> a contr1diction b~tJ..J~en th .. ~ f.._,;_:,_·_ 

s t.,_t31"1 mt which irnpl i..=s th 1t th.::: d2finin'1 ch 'lr "3.ctc r is tic o£ 

1. sm"l.ll sc'l.le unit shouln rem,_in const"l.nt vis-'1.-vis th"l.t uni-t: 

1.nd the l1tter:, 'llrhich sees the lib·:::r'llis==ttion of the crit2:i:J. 

-in 'Jen2r1.l 'l.S itsalf the .siln of succ~ss of the policy. He-'-· 

ever, th2 ~uthor docs hold the vi3V th~t it is 1. siqn of the 

sophistic~tion of policy mCik3r:-s i£ they cqn d.:::vise steps bv 

which individu~l units grov out of the fold of the sm1.ll sectoc, 

thus rrnkin1 ltll.Y for:- oth-::'!1:' sm'1.11 units. Th"? point he wish ~s ·'.:o 

1. Rq:n K.V.c::pl. SmaL!-:. Industry in th.:: S~v~'1ti~s (Vik:lS, 
D;lhi: 1971) p. 178. ! 2 mph"l.sis in or:-iJin-:11?. 

2. Ibid p.l79. 
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achiev.; this go.J.l. Th2 problem h3.s, of course, been mqd·? 

moe= complex by th2 policy of· r2servin1 i terns for production 

in th::2 Sm ::1ll Seal~ Sector, 1.nd ::1lso for exclusive purchose 

by offici ::1l stores purch'1S2 progr-.1mm:;s. The policy of 

reserving i b~rns for production in the Stn:1ll Sc1.L= S ~ctor 

taken as =t whole h::ld begun •··I i th tht~ res:3rV·:ltion of dhotis 

.:1_nd, s·:1rees of sp2cific kin,is for h1.ndloom units in the ':'!3.rly 

ninet,~en fifti:=s. · In the C3.Se of thosr.= industry groups which 

l.:J.y "' i thin the~ pui:'view of the C2 ntr:1l Sm1.ll Industries Org1.ni·· 

s.1.tion, resarv1.tion h."Jd been m."Jck~ by lq67, for 46 it2ms. By 

1 q77, this h1.d incra 3.Sed to 504 i terns. In 1 ')80, the nurnber 

w '3.S ·l.PPai:'ently incre::l.Sed to .:J. tot:1l of 807, but closr:!r 

scrutiny shaHs th'lt in tha m:J.jOI:'ity of cl.ses, the 2xisting 

i terns h 3.d been more c::J.refully d.~ fined :1t the lev-31 of eight 

1.nd .nin3 digit national industri =tl ·cl J.ssi fic"l.tion codes • 

. As far ·"iS the st-ores purchase ~;es•::;rvl.tion is concern2d, 

the policy b2g:1n in 1955. It w 3.S, in f."l.ct, the original 

rationa12 for the N1.tion"l.l Small Industries Corpor~tion which 

was establishGd as a result of the Ford Found1.tion Commi ttaa' s 

Report. By 1980i thera wer2 382 items reserv2d. Proportional 

representation at the level of 75 per c~nt o:E purch1.s.:;s, and 

50 per cent of purchases axisted for ::1 furth.~r 11 and 15 

i terns reSP•=ctively. 

It ilPPears from a.re1.ding Df offici3.l st1.tements, such as 

the I1inisters' st=:ttements to Parli1.ment ot the time of the 1~77 

and lq80 Industrial Policy Rasolutions, th1.t the criteri~ for 
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r ..!S ~rv 11::ion i.3 th2 t..=chnolo·1icq l c.=tD"l~il i tv of Sr:nll S::1.le 

units to pcod'clC~ th~s.~ it-.:ms. '.2h:: nov3rnm.~nt do~s not '":'l.pp-:;1.r 

of production 1.t di :ff,J r _;nt sc•L~s. It woul::l 1.)pa1.r th1.t ev . ..:n 

in ';h::! nrl y 1 ~10s, this '":'!.SP:~ct of srr "lll in ius try promoticm 

of sr:1,11. units cun on 1 C"l')i t 1li st b:si s . 

. \ n,tucl.l conc'":nit 'i1t of th? conC"~T)t of ceserv:~.t:ion h-:ts 

reserv2d it~m, ,.;·yi..c'· '.r' l.'JPrO"lchin1 th~ definition-,_1 ceilinq. 

~i.th.;r such '1 unit r:1ust solit if th:; firm is to continue 

'3:<:;;:>-,_rsion of production of the s <..ffi'? item, or it must 

div~rsity into other it~'Tls. Cl2'1rly polici8S :~m"ln1tin:;r ..:rom 

a consider3tio~ of th2s..: processes must h1.v2 h1.d their 

i'IP~ct on the ch mqes in the definition, thouqh it is ,_ 

cor:1Pl ~x t·1sk to tr1c2 t'1.; precise outlines of these "politic1l-' 

proc..:sses in sp~cific c1ses. 

his '":'!.Ss..:ssment of the succes3 of the policv in Indiq, the 

Development Commissioner {3~1.11 3c1.le Industries) in 1~75 

confirmed the vi21.-1 th'1t t. small numb?r of units h1.d mono~::lolised 

t~3 ben~fits of developrn~nt:~.l l.id: 

Dr. \l:~x1.nder felt ther-..: w l.S i·wnedi 'lte need for
li'Tlitin1 the concessions .,.,_n.1 -Fl.cilities for- 1. 

perio:J. of 10 to 15 T~1r-s uould go /_sis.?"'. long 
'·1 'lY in br-2l.kin9 th2 trend of ''one:: 1. srr:1.ll in-
1ustr-v 1.lu -:....ys a sm3ll industry". 
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He deplored the tendency of some sm3.ll scale 
units to rem '"lin small perpetu1.lly '1n1 S-:1id th'3.t 
if such industrL-;[3 h:1d to r-emain small 3.lw 1-ys 
on account of technolo:;ical or economic reasons, 
they should, 3.t le::tst be prep"lred to be consi
dered inelig"lble for some of th;~ speci-'11 conces-1 
sions and facilitias, '"lfter a particular period. 

\tlhile th2 first set of quotations qiv(~n above-= thc~u~for<:. 

d:::'ll with the principles of '"ln effectiv2 sm"lll industries 
~ 

policy, the second br-in9s out the problem of 11 q-=tte k8,_~ping'-

in 'ln effective m3nner. Dr.Alexander:- ::lPP=ars to be r:eferrin~ 

to th:3 problem of mul tipl:::; OtJner ship of units, :2ach indivi---

du.-,_lly ivithin the sm-=tll unit criter-ion. This point brings 

us to the politic3.lly substantive issue of the subversion of 

the -aims ·of the sm.J.ll industties policy. 

X. 3 Pr-oblems of Hulti pL~ Q.ilner ship 
-------------------~--------------

v·Tri th the decision of the Gover-nm;=nt of India to concen-

tr:-1.t2 on the cmcour-ag::m:,C!nt of the dev=loDment of c1.pitalist 

rel1.tions of product ion in th.·~ sm ~ll scale Sl~ctor, ther:-e 

ar-ose inevitably the possible distinction between the small 

unit "3.nd the domestic household of sm-=tll me::1ns. It is inhect_;-1 

in the pr-e-or proto-c::J.Pi t'3.1ist unit th::J.t the "unit" is coter·--

minus with such a hous.::hold. AS soon, havev2r, 3S producticn 

1. K~ynote Aqdress to III Business S~ssion on 11 Probl-3mS 
and Prospects of Small Sc1.le -2nd Ancill '1rV Industr i•::s :: 
35th Jmnual Conference of All Indi 3. jhnuf"lcturer-s 
Or-g:=mis'3.tion held on 12.5.1975, reported in Ind~§...t£_i:;}l 
~ndia XXVI {1975), 6, p.lS. 
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1.ctivitias 1L! se~1.ra:ed fr:om :lomestic "l.Ctiviti:.:s in tha 

t.ous~holJ, in other: \·Jor:ds "lS 3oon "'iS v' YJP. 1 3-bour rP.::;>:!.. 1.c~s 

f1r.il·r l""lbour, th::!re is no _org1nic reason for thP. i1entity 

of unit "l.:-1:1 h0usehold ..... Thus "- sin1le unit m-=ty be o.··ned by 

-nor-:~ th"1n on~ :1ouseholJ (thou'lh this uoul:l no lonJ~r r3;?rP.S'::!nt 

""1 s•11.ll c1.vit1l b., our c-iterion), or convP.rsely "'iD individu:J.l 

"\n e x:te 1~-

.:!r....;u!:'~ tne identity of unit 1.n-1 hous·~holduoul-1, ther:2fore, 

h1.va to t"l.~'-~ upon its~ 1.f th~ t1.sk of JU1.rdin1 YJ""linst l1.pses. 

on-~ i'llpossi=::l; to felfill thro,.qh 1.ny 1.dministr:ttiv~ body. 

?urther:, · .. ·ith th~ se')l.r'1cion of unit ::.nd domestic house-

hold, t:ler.: is no rc'J.son why th ~ contr:ollin-:r interest n:=ed ba 

':lo~·.:sti.:: hous2holds 1t 1.ll. They c-=tn verv '~ell be or:q--tnis :itions 

with l:trg~ fin1nci'J.l su_Jport, e3.ger to utilisG the ben.:fits of 

the s•1nll industriF;S d.1vslopment policy. To r'.:C1.Pitul3.te, then,. 

one:~ t.~3 nexus babJeP.n production unit 1.nd hous"=hold l1bour is 

d~stroy:.:d, then.: is no necessitv for 1. one-to-one 11ssoci1tion 

betJ.1een 3. unit 1.nd hous~hold-b1.s2d avnership 1.nd control. Not 

onlv, in these C:tS'?s, n.:2d th2 individu1.ls be, in the :igJL~q'lt;e 

~n-; mediuM c1.pit1.ls ::ny 1.lso cwn cr control Hh-=tt uould othec-

wi3e b~ seen to be units C3PrP.senting sm-=tll C'1Pit1.ls. 

1. C£ \•.Uer:ner :.:>omb:1rt 11''lediev1.l 1.nd l1od:.:r:n Comrn2rci 1l 
Entarpr:ise 11 in Fred2r:ick c. L>.n'3 '3.nd J;ll;; c. 
Riom:=r:srn>. (Eds). ~nterprisa 1.nd S,cul:tr: Ch~nge 
('1.ll~n 1.nd Urnlin, u)nlon:lg53f'. 
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' In our discussion of big business groups ~t the end of 

Ch.=tpter II, \'172 h.=td, in f.J.ct, pointed out th.'lt both .the 

proprietorship '1Ild. the! P=trtnership could b~ 1. vehicle for 

biq c:'l.Pit:tls oper3ting in the form of industri"'!l groups. In 

the reminder of this section, v?e sh1.ll consider the~ problem 

of multiple CNJnership, or of "spii tting- 11
; in the next s.-~ction 

the inro1.ds of l"'!rg2 fin'3.nCi.'ll interests throu'lh the medium 

of the '3.ncill:u:y development progr"lmm~ Hill be discussed. 

The problem of multiple a·Jne r-ship s;,;c~med to b3 "l.ssuming 

m1.jor proportions by the tim~~ of the Fourth Five Yec:l.r Pl'lno 

In f.1.ct, the Ch:ti rm3n, th2 Homber-S,:!cret·'lr{, '3.nd bdo other 

m'~mbers of '1n 11 tn:-;mber committee, ;ntrusted with the t'1S1<: 

of formul.3.ting legisl :~tion to support sm1.ll unit d<:;velopment, 

had to ~,r rite 3 minute of dissent on this issue. 1 

th"l.t the pr'3.ctice of splitting units so 3S to cmsure th"lt th~; 

Sm:tll Sc3le investment ceiling H ."l.S not P3SSed, could only be 

stopped bv rel :ctting the C'lPi t1.l investment in '3.11 units CNJ n,.;d 

by C1 nucl :-ar fJ.mily to the defining C'1Pi tl.l investment crite-

riono It is signific1.nt th:::tt the t\•70 m,;mbers of the Committ2c 

connect;;d \'17 i th sm-::tll sc"'l.le units. Furthermoc~, they r:-epl:'esent,_,, 

priv"lte limit~d comp=mL~s (medium biq C3Pit=tls by our criter:ior.> 

1dhich m"'l.de thoil:' support for the acwnership" critet:"ion even 

mor ~ signific':J.nt, for it would p!:':;sum1.bly be. this str.3.tum 

which could b;~ expected to be in fl.vour of "splittinr:r:1 o 

1. See the RePO!:'_Uf the Committee for Dr-"l.fting 
~egisl~ti~Q_for~~ll Sc~le Industri2s, pp.ii, 
36-39, l09-ll2o 
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diJ not siJri th~ minute of dis.J..:nt 1-Jcr~ .:dth;r civil s•~t"v""lnts 

or :>rof.;s:3i0n1ls, in most C""1S2S not jir~ctlv concarnadrqith - . 

th~ sr::•ll industci ·s d.;v;lor:>m-,:mt progr~mna. P.~rh:tps for this 

c 2 ""'iS On, th ~Y r..: j2ctcd th.~ cont2ntions of the minority' o;-1 th.c' 

']I:'O<.:.nds of th~ in£:.! :tS ibi li ty of monitor- in 1 :tn o.vner- ship b~scd 

cri:~r-ion of SlTl~ll units. 

In th~ :tbs:mc0 of ~ny r.uthod of d~t..;r-minin'J th~ .:!X~~"lt 

of contr-ol :tc~oss multipl2 sm""lll units on , r-;li~bl~ ~no~~~ 

b1Si:J, it is difficult to g~uge th.; 2xt;nt of thr~ ph2r.onenor., 

Ha•;v.~r-, r-.:!gUlH· 'ldVei:'tis·:;m._;nts in th2 pr:ss ourpor-t~dlv ir: 

honour of th:! f"3.ther figur:! for, ""lnd arn:.=r o':, 1 '}roup of 

""l'JP '11:' 3D tl y Srt<ll units provid -::s irnpr2ssionis tic ~vid2nc?. .cor 

1. r- ~l ""ltiv ]ly wid2spr-,1d occuri:'8nc; of this phenomc:;non. ':L'}·.cs ~ 

:t iv2r-tis :rn mts usu:J.lly 3PP'?'11:' on :tn 11 '3.uspicious" d:ty ~or -':h_ 

c 1s :.:s, '.1he r ~ the n !mcs o~ th2 firms :1r ~ pi:'ovid :d, th :tt so:n..; 

of th! fir-ms 1.r2 I:':Jgistc r._;d sm :11 scqle units. 

:Jhil<~ th:! bi~r c~~""Jit--list cl'1SS miq-ht ~sa whole h'Clve b-==~n 

pr- 'P'lrej for 'l jistinction b..:::bNc:;n biJ :tnd srr."lll to be r•ndc :;_D 

th; textil..: industr-y, th~ -::xtension of this concept to othec 

injustri :sHOuld b-·:; cl2'""Tly UD"'lCC~Pt'lbl :. AS \.·1~ hqj ooint:;d 

out in Ch'lptcr VII, th2 -dv'lnt-,_1·' of politic'll in·j~o~nd2nc-::: 

1 :ty foi:' th3m preci.sclv in th:~ oopor tuni ti'"s op~n·=d for: tt' . ..;m 
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for profit3.ble naw invastmant. St:":J.b2 policy implicit in the 

S'2cond Five y,~-:ir Plan Str:::J.tegy, '-vhich rr~quired th: consume!:" 

9oods sactot" to lice within th2 purview of the n•2N sm"3.ll 

c:tpit"llist cl-'lss, ::tnSt the public sectot" to h3.v1= almost 3 

monopoly of th2 CJ.Pi t-3.1 goods s·3ctot", c::qui red th:~m e i thar 

to rem3.in what"e they wer:.= in 't.:;rms of industriJ.l J.SSr~ts, or 

to subvert the stc"ltr:;gy, by m3.kiriq inr-o"1ds int0 the sphet"e 

2ither-· of the public sector- or of the sm'lll sc3le sector. 

The R:~PO!:'t of thr:o Industri 3.1 Licensing Policy Inquit"y Com:nitt :r.:. 

h.3s sho-1n th"lt they did both. 
1 

Often the most pr:ofi t"ible p~:-'::: 

cf the:; l "ll:"g:: sc:::J.le production cycl2 VJ as li.cc~nsed to the Pt" i V"'!_tc 

S-=ctOt"; theit" inJ:"O,?.ds into th,:; Snnll .Sc"lle ,s,:;ctor- is din~ctly 

tht?. subject of this section. 

lo~-Xn3nt pt"ogr- 3.mme 0nd th:3 regul "it" sm"lll industr ias development: 

schemas. It is impot"t-3nt to c:;m.~rnber in this cont-axt th"lt, 

-3t le3.st in the aat"ly st.:o.ges of tha proqr"lmme, thG r]overnmGnt 

of Indi 3. :3.ppear2d to h"l.Ve conflicting opinions on the coL:; of 

nob.Nithst'lnding the Planning Commission's Str3.tegy for the 

S~:;cond Fiv-: Ye3r Pl3.n, the Minister fo::- Consumer Industry h.3.d 

m3.d . .3 it cle.3x in an .'3.rticle in th·:; 11 St:J.t,=sman 11
, th-'lt th,:; SmJ.ll 

Sc3.l2 Sector was not closed to lacge industri3.lists. 
2 

In f"tct, 

hs chided their apparr.mt rr:luct1.nce to enter this field, 3.nd 

1. Re£Q.I:~!= the Industri."11 Li_c]~g PolicL Incruirv 
f.Q._mrni t te.g_. Q£1· ~it • 

2. Si;-_"itesm;;m S:,:;,s:.Qnd.. Fi y,.a Ye ?~ PJ. an SU.J2Pl~mepj: June 
27th 1956. 
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poir. t . .;d out th -,t in th..:; thr:n curr ,;nt i ~b1.t2 on th2 roles of 

th ~ .:>ublic 1n::l nriv1.t .-. s2ctor:-s, th.~ ·,)oint th 1t the: 3rn"!.l:!.. 

Sc·l.l; 3-..:ctor 1 "lY squ1.rsly in th2 1 1.tt.~t:" shm•ld. h; r ~rn~mbcr;}d, 

It is th~c!-:or.; not v.;r•r cl":tr 1.<1h.:!th2r this ""iS M~C:.:!ly to 

d ~fl ;ct th .. opposition of th..; ~i J in iustri 1lists to th·,; 

3 ~con:l Fivr2 Y,;1r Pl1.n :itr1tcgy, then n1rticul·1rl'' voc1l~ "'1S is 

l.!='P 1r .;nt fro·1 th; ;•ini..>t.~r' s style o-f -!XPr ~ssion. 

th 1t th.J 'lDCi ll J.ry d.~v 'lopm~nt progt:"1.r:1':12 1.ros.~ 1s "3. w "1V out c C: 

th" -::onflict 'o.~tw .: .. m th..:; St'3.t~' s 'Xpr . .;ss.;rl d.;sir2 to ancour=tg-~ 

sr:1 ""111 sc"ll; uni ts 1 <n i th ·; opposition of th . .; "st'1~lish2d 

inCiu3tri1.lists to :n.::;1suc;s 1 Jsp-~ci J.lly ir:-:iustri1l 1ic..:;nsing, 

b,rcinJ th;m fr:-om 21.sy 2xp'"l.nsion. i!;.; sh'll1 con>iJ.=r th-., 

q:n.~r:-"!.1 pro'bl::;m of ,. J~t.,; k::opin(J" first, "l.nd th..:;n co~cl·c:.,-..__ 

i'ith 1 discussion of the 1nci1l"lt:"V ucogc~mrr • ..:;. 

It s ~ .::ns th""lt l.dministr:-""ltiv) m..:;J.sur~s h""ld b !~n t"l.k:m bv 

th~ t i:n..:; of th·~ Fou r:-th :::."'i v2 Ya1r ?1 1.n to ..:;xc1udc 1 1.rq2 uni t.s 

fro"'l th! .Jr-:n1l Sc-...1 ~ S "ctor d.-;v,~lopm:nt Prof"}r"3.mrn..:;.:s. An offi

ci"l of th·! Sm-11 3c""ll2 Indu.stri's D..:;v·lopm~nt Org1.nis1tion 

point..:;::l out th1t ::.he folla•ing kinds of units, ev2n if they 

f ~11 Hi thin th: inv..:;stm..:;nt cr:-it2rion d . .;fininq J. sm,.,ll unit, 

would noc b~ ....:lir;ribl.::: for:- th·; Gov3rnm~nt' s =iid urogt:"1.rnm2s" 

( 1) If th.:; unit is =t subsidi 1rv or 1.n "lssoci J.t2 of '1 

comp:ny '.Ihich do.:!s not li = Hithin the d.:;finition 

of 1 s~1.ll sc~1~ unit. 

(b) ~·llh ::n 1. s izr.;atl -J portion of th ~ C"lDi t"ll inv.:;str.;d in 

the ur.i t is h~ld ~,r on;; or mor ~ firms th1.t ?ir."e not 

sm1.ll sc"ll~ units. 
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derable inter:-lockin:J of c·1pitql -'lnd loan funjs beb.'leen 

lo:1ns fin,nc::. only th:;s,3 tr-'lnsa~tions, but not pr:-oduc--

tion. 

(d) Wih_;n the unit is th.:; r.:;cipi:;nt of '1.dV"l.nCr~s gu'3.r-:tn-

b.:r:d by biq industri:1l units or persons of L:trg:; 

1 
m2:1ns. 

i\gain, "l.fter th:; d·.::f:Lnition of -'1 sm::t.ll unit h"ld h3en 

l ib.-~r'1lised in tht.:; 1':)80 Industrial Policy St-:ttem:::mt, -:t cl 'lri-

fic-:tt ion w -:tS issued by th~:; l\1 inist ry of Indus trv shortly 

afteD:J ':l.rds.. This stat~d th1.t under thr.:: :htdustJOi~l Dev:"?lOPm.-:mt 

and Regulation Act, Sm-:tll Sc-alr:; units fallin1 within th:; 

-'lS long a.s th:=y were not ''a sub.sidi3.ry of or cwn.;d "l.Dd 

. . 2 
· controll•::.d. 1by ~ny other un·::l..::r:-tak~nq". 

Inspite of these m.::;3_SUr3s, both offici':l.l =.tnd unoffici-'11 

comm~nt=.t tors h"!v~ li ttl-3 or no doubt that 1-=.trg.'?. capi t'1l i st 

r:rivr"n to small units~ In 1975, th" D,.:;v:;lopment Commissioner 

for:- Sm.CJ.ll Sc-:tl3 Industrir.::s i·J as forthr:-ight~ 

Dr- A.l-:;x.=.tndcr regr.~tt.:;d th 'lt some P':;opl.:! with 'ldequl.t-~ 
fin-=:tnci'Jl -:1nd oth~2r r:-esourc;:~s h-:td st:1rted sm'lll indus
trL~s 'lDd h'lve also l.V"tiled thems ~lw~s of the v1.r:-ious 
concessions ::J.Dd f"l.cili tL~s undt:;r th,.:; small industr.ies 
pr:ogr:1mcne. Un£ortunat2ly such m-:tlPr:--"lct~ces could not 
:mtir:-ely b.:; curb.:Jd by purely leq1.l provisions. 3 

--------~-----

1. K.K.N2han ~I!1~1 __ ~9;ustry Pr:-oc<::dur,~s Handbook 
(Pr-oductivity Servic?S Intern'ltion-'3.1, Bombay: 
1971) Po3o 

2. See, for- inst.:::tnce, ~h:; Hindu (Hyd,:;r:-::th'3.d) 4.8.1980, 
p.l, column 2. 

J. Industri::tl India :KX..-"<:'JI (1975), 6 p.lS. 
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\c~ie~ic corr~·ntators hav~, in the r~c~nt oast, a~re~d 

. ~ ~ . 1 
H lb1 t •. :~s~ V1 e."! S. It should 3.lso ':::1: mentioned th:~.t in the 

course of its invP-stig.::ltior.s, th'' Dutt Com-:Jitt'"""e on Industr-ial 

Lic~nsing c~me across several cas~s or uninco~nor~t~d units 

"'' i thin th~ fol J of 2ven the biggest business houses. 
2 

Althou1h no fin3nci.::1l ~at3 for ~·ch units is provide1 in th~ 

Report, t:1ese mi T:l'.: v1ell h""'!Ve ~:;e9n vi thin the orbi. t of the 

Th= d=velo)~~~.t of s~1ll sc~l2 units ancillary to large 

sc"'ll~ · .. mits "':ns ':; !'1 : 3t3tr:.rl objc:ctive of the small indus-

tries ?Olicy, pacti~ul:3_rly ·-=mphasised from th~ time of the 

Third :<>i-;e Pla:1. 3 
St~ems, hew ever, to h ~vr~ been 

littl·" oro.Jr.:!3S '!H"l~, atleast as far as offici3lly recognised 

activit'! in this ::lr:O"'i is concerned. Partly, this m.qy be the 

result of the ernph:t3is var:ving wid~lv at different times. 

Thus whil -~ the ~sti '1la tes Corr.rni ttet: of the S.~cond Lok Sabh'l, 

in its enquiries into th2 \''Orkin? of th2 Central Small IndustrL•s 

1. 'I ;~ P 1.ranjp= "Nev1 .)t1temen t on Indus tr i 3.1 Policy: 
'\. Rat out o<= 9. ~'lountain 1 s Labour- 11 

Bconc~ic and Political iie=~lv XV 
Ti9scr:-3s. 

3 D3.tt::1 1Sm'lll is Big~ \ Critique of the Indus-
tri:~.l Policy Statement" ~conomic 3nd 
?-_olitic'l.l t<J22"':ly XIII (117'3), 3. 

c 'I' ;(urien 11 :Jm:.1ll Ssctor in Hc:!~l Industri-:J.l Policy 11 

;-:;::;anomie =J.nd ?oli tic1.l He~klv, XIII 
Tl17''r, g. 

2. S"' "! 1inis tr7 of Industr-ial Developm=nt, Intern3.l 
Tr a :1~ and Comp1n'' ,'1\ffairs, .~S,Eort _Qf the Industrial 
~~in;t Po~tcv Inquir-y_£Q)11rnitte..,. (~'-ie·i Delhi:l16'1) 
'\Dp~n'lix, Volum-o 2. 

3. 3.~ ~ i'1inistry o-£: Commerce and Industry, Reoor~ of the 
'.!or-'_s.in-:r SrouE on Smlll Scale Industri?s ; Proqt:'a~ 
of :1or'k -For ths ~hird Five Ye'lr- Pl'ln 0~.-3-1 Delhi:lg6Q). 



361 

Organisation, nowhere mentions .=mcill-:1ri3s, the Reports of 

the Third Lok S3.bha Estimates Commi-tte3 t:3.k~ up the ·ancillary 

· devslopment programme as a major it2m. By the time of the 

Fifth Lok .'3abha, ther.e is again no specific mention- of the 

programme, thou]'h it returns to the centre of· attention 

1 1 durin ·r th~ Seventh Lok Sa.oha. 

'I'he probl~m "'l.lso lies in the fact that the "offici-3.1 11 

-:1ncillary unit h"l.s a pronouncedly anti-big caPital character; 

A unit h"lvincr a capital investment not eXC:3eding 
10 1-"lkhs /in 1 ')66/\vhich produces p::1rts, component, 
sub-assemblies and tooling for supply a'}::J.inst kna,.m 
or anticip3.tsd d::!mand, of one or mor-= large units 
manuf::J.cturing/assemblin? complet~ products ::J.nd Hhich. · 
is not a subsidiary to or controll'.3d by anv lar'}e 
units in r2g-acd to the n~gotiations of contracts 
for supply of its goods to .:lny large unit. This 
sh'-3.11 not, bavaver, prsclud2 an .:lgre3m·.2nt Hith a 
13.rge unit givin~ it the fir:st option to t'3.k8 the 
form:::!r' s output. · 

~n ancillary unit could be expected to obtain firm 

orders only v!hen it is conceived as 3. Par:t of the over:-all 

. production process at the ti-:ne that the large sc.aL~ invest-

ment decision is made o It is extr·emely unlikely, on the 

othec hand, that at such a ti>ne the PI:'Omoters of the large 

unit would promote the development of ancillar:-v units which 

i.vPr<-= neithel:' subsidiaries nor controlled by it~ 

-------------
1 o Estimat3s Committ~e (2nd Lol"- Sabh3.) (Op) cit), 

( 3rd Lok S.3.bha) ( Op. cit) , (7th Lok Sabha Top~ ci_!,.) • 

Th~ r·"f2rence to thl'-o repor:t durin1 the 5th Lok 
Sabha is~ Bstim.:1tes Comrnitt'=e (5th Lok .Sabha) 
Thir.~ Fifth RepQ£_~_<2!1 th~- H:bni~try of lr.2.9.1d§.t_riJ.l 
De-y-elo£ment (D.,_ej?ar:~.r.I!.§..Q .. :t.;:. of Industrial n~v:~lopm2nt) ·! 

Sf0all_~c-:lle Industrir~s {New Delhi ~1 '173). 

2o Estimates Committe:: (3rd J__,ok S,abha) 2£. Cit, p.l8. 
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In 2vid•:ms.= to th-e; !:s tim 1.t:s Ca1'"1i tte.~ of th 3 Sev.;nth 

.:...ok S1bh1, th..= .3~cr:::.t-'3.rv to .;ov2r:nm:>nt of Indi"!, 11inistr:y 

1t is 1. ::let th1.t, tl.01.qh it c-.r::,...,ot be qumtified 
th; 1.ncill-:.ry d~v210}:':-l.;!Dt prolr:=:!i7l'Cle h:1s n•::>t. Pro
"lt"~ss~:l t,, th:= ·xt...!'1t -v1c h·vi h-iryed for due to 
str:uctur:l f1.ctors.l -

·rh"lt the structur:::J.l f1ctors could b~ W"!S developed bv 

t~~ 1;cretl.ry ~·n~n h~ !X~l~in~~ the implic:Itions of forcing 

lic':nsin 1" ""- oroj ~ct; 

In t3r:'"1s o- 'Jolicy, it is 1. n"ltt•"r of very Jr'lv~ 
:u·.iq ;:;nt Ph 3th .;r or not v0u -3.r ~ 7oin1 to m"'l.k2 
i::1 u ;s tn;nt in ~. l1.rg J industr:y condi ti '>n1.l on 
::h·~ 1.::-',·::il.l"'lr:-i..;s. I \TOUl:J s1.y th1.t this is 'l 
p0licy ju'ipr~.-~nt of 1 very vcr·., Jr:l.v·; m:I·?nitude 
1.n-:i is of v2rv ser:ious implic-ition thl.t it r.v ill 
b.= /sic7 ir->p_;r:tin:=nt on mv Pl.rt to submit to the 
com:Tiittee any vii?'.J on thls o;c3.us~ this is 1. 

m1.ttt2r: wh'.:!re unless th2 Gov·}rnm_;nt h3s t1.ken 1. 

decision, I c"'lnnot ~X:.Jr ;ss "'l vi~'. '1.'her:-; ar~ 'TI"!DV 
1SP·.:!cts to it. Ap'3.rt fron1 th1.t He h1v~ to see the 
.=ff;ct it lTiJ.Y produc• on inv;stment its:=l£. 2 

':'he )Oints 1t>_) ::1rs to b.:; th-"1t only in the C'3.S·2 of prior: 

existenc_; of He:ll astablished ancillar-y units with sp:~.r2 

C'lP'lcity mi1ht 1. l"'lrq~ unit consider "buving out'' to b'3 

---------------
1 • .::stim,qt-~s Comrni ttce (7th Lok Sa.bh"l) (912· Cit), 

p.93. 

2. !:stim1t >s Comrnitt~2 (7th :::...ok S.::tbh"l) (Op.Cit), 
p.93. 
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pr:-.~f·::=r::J.ble to m.=muf"l.ctur:-ing th·:~ compon:mt in;-house. 1 Havevet", 

ing a license under:- the Industt"i'll D,velopment ::lnd Re'JUl3.tion 

Act, that th'.:: Pt"omoters consider the possibility of subcon·-

tr"l.ctin_g. 

v.Vhcm sp.~cific"l.lly asked ::1b~ut th.2 efforts made 
by <}overnment 3l1d the .::J.t.titude of rjovernment in 
th2 matter- of ancill;)t"iS21.ti0n, S·:CL~tary Iridustr.y 
st"lb3d th"lt whenew;r a projc::ct vl."'l.S brought bafor,= 
the Ministry, the invastment portion was scrutinised. 

Ho:.v ever he clarified th."lt anci ll "lr i s.'ltion had not 
b:.=en m3.d-:: '3. condition. 2 

The Secretarv emph::1sis"~d th:1t the question of ·3.ncill.::J.-

r.isation W:'lS left .entit"ely to th3 pt"omot ?.I:'S' appreci3.tion 

of the situ.::J.tion. 

He 3.dded that the standard bought out i'bems vvere 
pr:-ocur~~d by large establishments ns they could not 
afford to manufacture them in their- f::1ctories. 
The specific components which i·v ere required by 
the l3.r:r~ industries i,,7el:'e allotted to the ::lncill"lry 
industri-2s so th3.t they could m1.nuf3.cture them. 3 

1. 'rh:e following which, al thou'1h 3. l i ttl·= old, :1re 
1.mong the w::ry few of the~ mor-e :1nalytic-=tl studies 
of 1.ncillaries, bring out this point in a g::ner:-3.1 
m :1nner. 

S I{ B:1su et al Pt"oblems 3nd Possibilities of Ancil
l3.£L._Industries--:rn-:-i'n8velo}2inq r::::conomv tlior:-ld Pr:ess, 
C~lcutt"l::lg6sl': .. --

J l'1::J.cdoug."l.ll }mc:!:_,l_l:qry_Inoustrks in As.3.nsol
Durg"l.Pur ( '\si'l, Bombay:l '165). 

T K L::tkshman !:__;-_oblel!l§_ :1nd Prosp<::cts of~ll3.r:-y 
Industri;.::s in a Gr<»Jinq Sconomv Wekh"l., B3.ng3.lor.e; 
1970).- ---· -·-

2. ~stim3. tes Committee (7th Lok Sabha) Op. cit., p. g4. 

3. Estim.=J.tes Committee (7th Lok S"3.bh3.) Op.cit., p.g4. 



'vli th th ~ 'i.PP3.r ~n t l ""'Ck of offici :~.l inter..~st in dcv:;lo'Jin'J 

\7 ""'7S c·f O'! :r- :::om in 1 th2 o"bst"'~cl2s to ':l.nci ll 'ii:"V dt;v ::lopm :;n t, 

xnd th2 n'l.tUJ:"'ll reluct:=1_nc-~ r..c big in'lu3tl:"i"llists to encour"l}e 

ind ~D -;n:hnt su:::ml i ~r3, it is not surprisin J thxt th2 11 offici "ll 11 

It is ,_-;qu'lllv unsur-

obs::rv.::rs t'~-nt th:: ":~.ncillJ.cr provisions h'iv.:: br~2"1 usei by biq 

c1pit-,l to d~v2l0? Cl.)ti.v2 units uhich hJ.V! been 'n'lkinl" us_; of 

1 
i::h~ f'lciliti~s .::xt ~nd.:::d by '~ov2rnm~nt to sub-contractors. 

Th ;s.:: tHo 'l-~oo.r ~ntl v contr "'1. Ji ct0ry ~'"lets m ""l.Y well r-:3pr 2s::mt 

b"lsc~ ~~ officiJ.l st"ltistic~. A unit must r~~ist3r '3.S 3.n 

"lDcill'ir'/ 0.;for-::! it -::mt-.::rs th;; dom"lin of th2s.; st3.tistics. 

On th~ p1rt of th; l3.rgc unit, th~r2 is ev;rv r;"lson, on 

t~2 contr1r7, to 1void r.::gistr~tion of "'1. PJ.rticul"lr unit 

v'hich i~ ,_ncill=u:-y t0 it, for it 't>rould th;n loso th~ "ldV"l.n-

t"l1es o.;:- h ~vin J 'l sur,:>pli.::r v.rhich ,- lS, to offici •l P.V-~S, '3.11 

ind 3p;n::icnt Sr:'l-:!.:!..1. unit. Thus Hhile th~ progr'im ...... 2, int8nd2d 

f'lil .. -::1, l""trg~ units :n'ly be h1ving ma.ny 3.ncill'1ries Fhich '3.1:"'.:: 

not r:. 7i-.3t2r2 i :J.S such. 

~~tJr qn .:;xt;nsiv2 survly of the litar'iturc on S~'lll 

sc"lle !nt.:rpris ~s in Indi'3. publish2d upto the :".!nd of the 

1. Soe, for .::x'impl:~, th.;uorks cited in fn.l 
of P'l Je 360. 
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Third Five Y;;~r Pl"l.n, Douglas Fisher hJ.s the follr:winq to 

say~ 

Since it C'inno t be established th"lt th:c~ dr=?velop
ment of ~ncill"l.ries would be vital to Indian 
pror;ress, it must b2 pr.3sun<~d th'it such efforts 
are impos·~d on the economy in the n.:1ture of a 
constr~in-~ In .addition specific comm~nts 
in iic3.te th3.t r2sul ts in other countri<oS (for 
ex=:trnPle, J::1pan), i·iher; 'l:r:cill"lries "l.re i'l1portant, 
are cit•:>.d "iS .suggestin:J an emph::J.3iSo .• in Indi"lo 
Th:; i rr'3l2v::tnce of the ar'1Um:-=nts is overHhelminq 
:=:tS is often th:-'" cas~~ 1dh:;n one at tempts to justify 
'l constr::J.int. Ther-e are, of course, economic 
argumc:nts in favour of ancillari,?.s; that they are, 
for inst.:1ncr:~, more: efficient ':lue to lo:,Jer ov~t::"he'ld 
costs or that they helP -~lirnin'lte th?. \:J ::J.Stes of 
comp.:-_; ti tion... .':l_nd that they improve: the qu;:tli ty 
of research and. o£ the pcodi.lct itSl3lf. It is 
evident that th2se arc~ spuoious ar-,:ruments for no 
evidencc:o on their behalf is given in these t::"-~spects; 

furth,2rrnore, it must b~ esta~::Jlished in this connec
tion that "3.11 of th:.:se ::!nds Hill be better g,~ rved 
by 3nr:illaries than bv comPlete 1-=:J.rgr:~ units 3.S well 

. d 11 ' 't .... 1 as lDdepr:n :mt sma unl '"" 

Our impression is th-=tt Fisher is correct in id:;ntifyi.:l<; 

the ancill"l.ry devc;lopment Progr-amme as a respons:; to a 

cons tr .:J.int. This was the need, in our vL:w, on the one 'b. 3.::-:.~~-

to' develop mal:'kets for incre21.sinq numb:-.=r-s of small scale u~•J.-~·"'· 

once th3 g=:tP cr:-e"lted b'r the import restrictions of 1 :1te nine.·· 

te ~n fifti2s h=:td be2n fill2d. On the other hand, there \-7,::tS 

the possibly ev~3n stconger compulsion to .:J.lla'7 biq capital ·~,~ 

expand through the devc;lopm3nt of -'lncill=:tr::ies c=:tPtive to' t1·le.:.·. 

l21.rge units. 
2 

This compulsion Nould h.~ve been the qrr-.=atest 

1. Dougl3.S Fisher 11 A Surv:..:y of the Lib~r.:J.tum on Sm3ll -
Sizr:d Industrial Undertakinqs in India 11 in BoFoHosclitz 
(Ed) The Role of Srn'lll Industry in the Process of 
;::conomTC. ~.!_~owth Cri'outon~--;111-:-:..: I-Ia~JU:;- :1nd Paris~l968), 
p.l40, ,?Emphas;i_s in oriqina;17. 

2. See also S .l·h_tanah~ "Reflections on Cur rent policir:~s £:::>,: 
promoting sm =tll enterprises and subcon tr3.cting" .~to~·· 
~~tion-=tl Labo~r:- Re~i~ LX (1977), 5. 
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tho l1Ps ,_;, th3 lic.:!nsinq system \!'J.S op2ra.t2j in :1 f'l.t: 

ti?htor '.ll.V th 1n in lClter periods. 1 

X. 5 Conclusions ---------------
-/ 

In this Chipt~r, 1·7..:: h1v2 :lt:'"JU~d th1t th2 politic1.l :1ir:1 

of t}-} ~ sm1ll industri.~3 policy -- th2 cr.::ntion of 'l cl '3.SS 

of sn1ll cqpit:1list ~ntr~pr~ncurs 

pr-ovisions of th~ d;w:=lopm-.:nt schemes. 

th:= qpPro:1ch of d~fining srn 1ll 211 t,~rprises in t3rr'1s nf the 

cone ;pt rrf th; unr~ulatcd S2Cte>r. Thus th2 r;r:-i 1in"1l d~fi-

ni ti0r. w 3S b·..,und,~d by the· Pr'=>visions of the industr:- i --tl 

D.=v ;lopm.~nt :1nd R2<]Ul1 tion \ct, co_nd app 3rently, by thr=' 

in force f0r: s0me time =md h1.d cons0lid1t~d its,;l-:, it "l::v:!cim=' 

------------
1. S ~; the ~E.Q.r;:.'LJ2_~:; Inq:qs~~r..i.JJ:. Lic-:;nsin~ 

Policy _!_ng,y.~r:::L_CO!]..~~~o 
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th:; target of pr:;ssur:3s for chang~" \:I"-:; have found that · 

though th :3re m;:ty be scicmtif ic reasons for the ch-::tnges, 

in teJ:"ms of th<:; rising pric:-3s r)f Pl-::tnt and m-::tr:hinery, it is 

difficult to det<:;~min 3 the V::llidity of the chanq:3S. Th'3 

reason for this is th=tt diffec3nt criteria h-::tve been -::tPPli

cabl-c: to various sc:gm.~nts of the ;:tid progr am'TF3. 

Ev"l.l u:~ting th-3 validity of the; definition h -::ts also bt"~:?n 

made .-::t complex taslz by the: aPP-::tr<.;nt confusion surroundin'J 

offici-::tl. policy st3.temcmts. As w:.:: h-::tw:: argur~ri in Chapt::;r VII 

an:l in the presont chapter, the 21ims of small industries 

policy wr3re two fold; in such 3. cas2 the probl2m of encouragir:c 

th-.= d:!V2lopm·3nt of sm-::tll scale units :md small sc:tl;_:; persons ./ 

thr01Jgh th::o same:; programme would require a certain lc•os :nr~ss 

in the d<:;fini tion. In def2nce of th'~ definition::tl ch:'lnq,;;s 

it could h:; 3.rgu~:d, for instance:;, that th~s·:; changes vJere 

based on changes in conception of th2 rc:!sOul:'ces expect2d to 

be available to a sm-::tll seaL:; pel:'son at giv:-:;n points of time, 

It is, of course, difficult to d?termine the detailed 

consi:lerations at work in th:;; policy m.-::tking proc,-:;ss, in th2 

absenc2 of sufficient offici-3.ls vlith pel:'sOn3.l acquaintance 

of the policy formulation pl:'ocess. Thr:; raason fol:' this is 

that offici':tl documents, or ,::;ven official files, 3.1:'2 unlikely 

to record fully the evsnts which would enable a d:;;tailed 

understanding to be g.3.ined. 
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su';)j 'st •'Jf c1r-.,s...;r scrutiny, is th ~ :ff,~ctiv:;n~;ss of the 

" :n.t; k ~e~in'J proc~Jur.:.:s th1.t h.::lv::: h;;::;n r:1Gw~1np~·l. It 

'1PP·; "'~ rs th "l.t '11 though SO'Tk! :;?roccdur •s w er ~ 1 "lid dc:wn to 

..;nst: re th 1t iw::1 iqi1Jl.; in t~r :sts ~Ud nnt b...;n.-~fi t fr')m th2 

"!.Ssist-=tnc; Pr'YJr"l.mm .s, they w ~r~ not 1I->P1L;d, 1.t 1,:nst in 

out 0f Pr•)!)ortion t') th.; s 2v-. ri ty of th..; 1~ps"! in e."J.ch indi-

prcportio;-:s so ·1s t·1 1c1.-:i t0 qu•st',)ns "!.bout th.::; v..;rv 

in an ;conor.ty ch 1.r 1.ct ..;risecl 1--:rl l1!::q: c"~nC2ntr1.ti0ns ,-:>f 

in.}ustri1.1 Cl.Pitl.l. It is for th::; S1.ffi3 r~'1SOn th"l.t w.::; fesl 

th>t th~ contr1.:liction b...;uv ;...;n offici:11 astim"ltGs of th:~ 

grm<:r"l.l r3cognition of the 3XiSt<2:1Ce of 1. l"'!.rg2 numb.::;r of 

"c,oti vn '' ":lncillary units r.t"l.y b~ r :solved. L1.rqA c==tPi t:~.1 ist 

inter 3Sts will d10ose, for obvious r: "!.Sons, to d."!clin2 c~r;is-

of 1 ~gisl1tiv~ b-=tc'kin? hvhich h1.s its2lf bec;n m0ote:5 some tir;1::; 

I 
:tJO) "'ill be reluct1.nt t·; pr')h::; b;yond =t pr:>int. Unc.::;r th:;s·::. 

c:m-:ii tions, Hhile offici 1.lly recognis :d progress b1.sed on 

offici 1.l st':l tis tics m -::y be sled, unoffici 1.1 ~vid~nce fo t" 

l"l.rg::; sc1.l~ prt:?emption of the :~.ncill."J.ty market m=w m0unt. 



CH.\PTER XI 

CONCLUSIONS 

Ch::tr"l.n Singh's critique of th:3 str""ltagy of economic 

development which we h~ve described in the Appendix to 

Ch"l.pter VII, is princip::tlly .of use to us bacause of the clue 

' 
it provides th""lt the developments in the industr i '11 structure 

described in Ch"1Pters VIII and IX, h::tve evoke :1 protest based 

. on socio politic"l.l 3.rguments. This protest w "l.S on th8 pr8mise 

th.:=tt mech::tnised units (both l "lrge 3nd sm.:=tll SC"lle}, Hh ich l·.re re 

distinct to cott"l.qi units in terms of their capit"1list soci"l.l 

org"l.nis3.tion, h:1d been th'~ princiP"ll targets of development.=:tl 

"lctivity. 

This premise of offici.3.l emph3.sis on the modern c"l.pit"l.list 

small sector we consider to be v:1lid on the b"l.sis of the poli£l 

3.n3.lysis of Ch::tpter VII. H<:wever, the import""lnt point in an 

economic :J.n"llysis is that the difference between the h"l.nd tools 

used in the cott3.ge units, and the m=J.chinery used in sm"'l.ll or 

large sc"l.le units, and the difference in the c.:=tse of most 

industry groups between the rav m3.teri3.ls used in these two 

sectors implies that comrno~ity exch::tnge of the me"l.ns of pl:'od.uc-

tion be"bNeen these sectors would be virtu:J.lly non existent. 

The output of cott3.ge industl:'y would therefore h=J.Ve no role 

in providing the means of P!:'Oduction for the mech.J.nised sector, 

"'l.nd even in the production of w .:=tge goods. it would h=J.ve a 

neglig.:=tble role. 
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r.:his lin,; of I:'c"tSOninrJ sugqasts th 1t th2re W '3.S "1 deg'ree 

1.n:'l th~ cott'3.q:J inJustry sector, for which we h3ve sc:>me evi-

the h1.ndlcom industry, th.~rc..! 1·1ou1 i of course be corrrn0jity 

::m 1 th: output would frnm :'l P'lrt of th:c: ccnsumer goo-is sold 

both in th~ mo·ldrn urb1n s,;ctor, c:tn:J. as we:_ h'!V-J s.;en in 

Ch=3.pter III, in th"'! tr'liiti"ln'il rural sect·x. 

\ 'I'he cruci1l point 'Jf this (Hscussion is th3.t it is cl2:::.c 

th1.t T,Jith th~ modern s :ctor d.omin3.ting th2 economy, it Hould 

bp the rno-J.r=rn repro-J.uction cycl2 th1t Houlil exn1.nd; 0r in 

oth.:!r \·•:Jrls, th.= dev;.;lrom2nt of c1.pit1.lisr:1 in industry w0ull 

It is th -:!TI tr; be exP2ct2d th3.t the dev ~lopment of c.-,.pi-

t.'llist pro1uction, or th .= grONth of the hom! mark~t, \..Jhich 

t=3.kes pl3.Ce principally on account of the growth of the mec:tns 

of pro:iuction, \-JOul:l le ~d. inevitably to the gra·r th 0f MC>rJc rn 

enterprises, wh.::ther l-:1rq~ or small, 1n.l this process w::mld 

byp1ss, so t'' sp;.;ak, sorr....! of the tr.3.di t ion3.l units whether 

these wer; operated on a c.::~.Pit11ist b.'lsis or not. 

W2 h3.d arguel .::~.t the beginning of Ch"1Pt2r III th'lt 

I 
in '!ustri3.l capital could t'3.ke concr~t2 sh"1P2 '3.t V3.rying 

lev2ls of technology or at v3.rvinq lev2ls of th2 org1.nic 
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compositi0n of c-:tpitetl. 1l1T!e would find, for ;:~x"l.mpl~, -:t c~-pi-· 
I 

units, an~1 the tGxtiL; r:1d.lls. B"'tch of thes'~ c-3.Pit:tlist 

structures could, in principle, h2ve their corresponding 

-est::1blishments op~r:tting! on 2 pr ::cJ?i t.:J.l ist b::3.si.s; and w 2 

found ex::1rnples of 0'i-!D8r-\vorkers in b0th the h3.ndloom, and 

the pav '.3 rloom units.. In f "l.Ct the tc~xfilc~ industry l)rovc::d 

a us::;ful c3.se stu::'ly precisely "becau.s-'! nf this fe".lture. 

Th,~ conc:~pt of the grav th of C3.Pi t;J.lis t rel :ttions of 

Product ion implying th2 evergro.-v in'1 !:'Ol;~ of th,:; modern 

repl:'oduction cycle over all kinds r_::-f economic :tctivity is 

thcr2for3 th3 me::tns by which the thL3:tds of the 'l.rgum<~nt i 1 

or::;~rious chapters m.:ty be brought toc;e ther. For if cnnc:~nt·~-,· · 

time of independ .. ~nc2, than it VJould cleFJ.rly be~ th.~ d<'3nH::lds 

of this sector of l:trg-:;; ~cale units which ,,.roul:l domin"l.b~ i•1 

th3 d:~cisions :tbout the production of the~ me1.ns of producCi-::·1 

The inrJ.ustries in th,_~ C3.Pital gor)dg sector \·Jhich 'i70Ul~l be 

in it iJ.te·'l to produc·~ th:O!se me::ms of production would cJ:~,_c:=-·.-
I 

ne2d exp:=mding mqrkt~ts for th'O!i r outputs in the futur"'. 

Thus the shi-ft in f-:-:vour of th::~ j_.deol0'J'f of th:3 modern~_sec-' ~-·: 

sm."'tll scale production which we s.-::1.,; t•') h2 t:tking Pl"'tc::; in 

Ch:tPter VII, c3.n 1.lso be, seen to be inevit;::tble. Under c0r:::L_ 
I 

tions in which th:3 over:-ah.l purpos:3 was c-:tPitalist develoi>T-'-~ 

the only qUi::!St ion th.3.t rem -=tined v-1 -=tS "ii'Jh:=ther the c::~.pi t'3.l c, :;nd• 

to be used. in the consumer goo:ls .industry v.?C:!r-~ to be ':lllc·-:::..--·f" 
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tn ll.rge 

ir:-r !l ~v~nt t0 th; issues of :lc!v~lcpm~nt, J.n1 t'1is i·'"J.S r;-.irr.-•c,3.:l 

l:y th~ pr0cess bvwhich Gmdhi1.n instituti0ns ucrr:! b'IP~ss::d. 

=m ~ left t0 Pl -,.v ;;ss.2n ti 1.ll·r SU:9lY)rti Ve r0L~s until the l.Jv ~nt 

rf= th: J~:11t> P-..cty ;')vern'TL.mt in 1177 • 

. \S 'v; . nrw kn:J'Il, th! J-,.n1.t< (}G•r...;rnrr'l."Dt, 1.D l tr.2 subs=qu-~nt 

coc:'iti:-r Gov~r:-r.'TI;~nt 12~ by Cl:""l.r•n Sin·1h c0ll1.ps~i quitJ 

quick!·;, 1.nr1 tlt: initi1.tiv~ in f"'.V0ur: r-f oc:c1.'lit1.list ·)r0-

_:uc<:~o::s n1.s ·Lstr:-·1y; 1 bcf·1r2 it coulJ t1.1<.;! r:-or"Jt. .'\lthnUJh th . .::: 

r:...! 'J.s0ns fs:::- the ri3.:: 1nJ cr.ll'lPS; ::.;f th ~s:,; tl!rJ non Con'}r ~3.s 

Gov.;rnm:nt"3 1r:- C')DV?l.Jx l.nrl cl<...!l.rlv hcyonr:! t1.~ scope of 

. .:nquir·r r_f this ''0rk, it is of c:L~v1nc; t0 consii..=r the 

implic1.ti'J!"S oE both th2 initiJ.tiv2, l.nl its sv1ift 'ieclin._;. 

'1~ q0ul1 hypoth2sis....: th=:J.t th2r2 w2r2 t:l-•0 1sp;cts ·;f 

th2 1r'H1th ·)l:"OC.;SS nf th:! In.:J.iJ..n 2c0nnmy th>t l..;.i tr. the 

initi1.tiv2. 

in the:: s;,)h2r> 'Jt 1.griculturl.l prry1uctinn un'i-::r th~ 3.egis of 

th .. ~ "Gre.;n K...:vol'.Jtion 11
, "'1nd th:= s;coni H"lS th.= <Jrn·Jth o: 

th2 In ·H 1.n c0nsumer: gr0ds industry ,.•hich t00k pl '1.C2 in r ;s

pons._; t0 th.; imp0r:t substitution polici.2s frnm th:; s~conl 

Fi vc Yc 1.r Pl =tn 0a1 "lrds. 

Th; d:;v.=lopm.:mt of c1.Pit-1lis:-:1 in =tgricultur2 '1-'hich h"ld 

in p~::k2ts l=str<Jy2:1 the tr3:Hti~nql -::t'Jricultur-,.1 pro-1•.Jction 

syst.:::m, h'l::l 'llso lad by tlJc mid:!.L.; 1970s t0 the 1ro.vth cf ~ 

rich "ln-1 mi-11.L; p·:ns1nt str1tum. This -Jrr;up h-,.'1 1. relativ:;ly 

cohGrcnt pnlitic'il rspr:-~s.::!ntati0n, 'lt l.=3.st in Por:th In.li=t, 

in th....; f0r:m 0f th; 3KD Party, l'ltcr t0 be kn0-1n 'iS th::; RLD. 
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On th:~ other hand, import substitution policies ha::l 

provided the basis for substantial d?mand for consumer 

gooJ.s which was largely met by urban mechanise 1 inJ.ustry. 

This had also eXPan::led its market by destroying the tradi-

tional rural produc<~rs, in this case~ of non<'3.gricul tural 

cnmmoUties. In fact, this is precisely the point to which 

Ch.,.pters VII, VIII and IX were leading. Char""l.n Singh's 

initiative repres·ented, in our via.;, an attempt by r ~prr~san-

tatives of the big and middle PGasantry to widen their support 

base by including the traditional village producers. This 

vJ as done by attacking the. support given bv pr2vious Govern-

mr.>nts to the l3.rgely urban loc""l.ted consum·2 r goods units, in 

the m""l.nDGr w a have dascribed. 

Turning to the collapse of the initiative, We f~~el that 

-""l.lthough th,~ reasons for the decline of the tHO non Indir:'a 

Gandhi Congr:'ess Governments a·re complex, W<~ c3.n dr~ onr~ 

definite conclusion. This is th:3.t not only will '1ny attempt 

to protect the~ interests of the Pr:'ec.a.Pi t3.list producer fail 

at the economic level, for the reasons we had set out in 

Ch3.pter VII, base i on our analyses of Ch""!.Pt<~rs III anti IV, 

but th-""l.t a political movement in their favour ~·Till also be 

repulse('}. This has be12n shewn again. and 3.gain in this work. 

We h.ave the example of Gandhi's retreat from the spinning 

fr3.nchise in the 1920s, Kumar:'appa's resignation from the 

N ation.::J.l Planning Committe~ in the 19 30s, · th~ use of th== 
' 

Ford Foundation Team to divert attention from the in1ustries 
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un.J.er th2 purvie111 of the Kh"l.fli and Vill:::1ge In:'l.ustri;:;s Brn.r 1 

in ;the 1950s, 1.nl the coll3PSc of th:; Ch~r1.n Singh mov2m~nt 

in th.; 1970s. 'Vlhcm th..:; politic~l mov2m:mt t0ok "3 r:;l1.tiv:.;ly 

gentle form, it w r:~.s sicl.)trr:~.ck.;-j by the form1.tion of the 

"indcp.:ml.:mt 11 All In'li:::1 Spinnc~rs ."\ssoci3tion, All Indi"'l 

Vi 11 :~ge In:l.ustr ies .'\ss0ci -,.t ion, =m i the Kh-:~1i "ln.J. Vill "lgn 

Industri..;s Commission. \•JJhen it took an 1.ggrassiv2 form such 

"1S un.ic:r Ch:::1r3.n Singh, th0 mov..:;m:;nt its.:;lf W-=J.S c:duc..:;'1. tr; "l. 

lobby, un'ler the logic of the politic-=J.l 1.nJ ~conomic Proc~sses 

inherent in 1 soci.:=.;ty vlhere large; cnncentr1.tions of C"l.Pi t1l 

coaxis t vl i th millions of sm1.ll 3nd marginal 1Jt:"'J1)t:; rty hol-le t:'S. 

In oth12r wor :l.s, th2 col laps.:; of the Ch1.r '3.n Singh ini ti 1.

tiv•:: s2 =ms to h"l.V-~ shONn, once; "'l.nJ for all, th1.t p0lici,~s 

f"3V0Ut:'inq th2 pr.~cJ.pit1.list producer c3.nnot form the b1.sis 

0f -1AV2lopm~nt"l.l '3.ctivities within the In·U:1n Econ0my. 

*'~**** 
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