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1 
I N T R 0 D U C T I_ 0 N 

In this study an attempt has been :nade to exa:1i:;.1e 

and put into historical perspective the entrepreneurial 

activities of an important traditional business community 

of South India -- "The Nattukottai Chettiars" during 

the period 1880 - 1930. The period of study chosen is 

of particular significance for an understanding of the 

roots of modern entrepreneurship in this community since 

it was during this period that Chettiars accumulation 

of capital took place in the various overseas countries 

of South and South East Asia, through extremely 

lucrative moneylending and trade operations. It was 

also precisely during this period that, like their counter

parts in tlie North, some among them made the important 

transition from moneylending and commerce to industry. 

The absence of a full length study on this 

important regional entrepreneurial group· as also, 

curiously enough, their neglect in some of the general 



works on the Indian capitalist class 1 was what , 

initially prompted me to undertake this study. 

Moreover a regional study of this type, I felt, 

would at one e bring out the variations as well 

as the similarities in the evolution of regional 

entrepreneurial groups such as the Marwaris, the 

Parsis, the Gujarati Baniyas and the Chettiars, 

2 

to mention only a few, and thus contribute to a better 

understanding and appreciation of a general 

evolution and growth of the Indian capitalist class. 

I would, however, hasten to add, that this study 

is by no means exhaustive and I am more than 

conscious and aware of the imperfections and short-

comings of this study. 

The sources for this study are numerous and 

scattered at various places. These range from the 

Archival sources and official publications to non

official printed records, manuscripts, pamphlets of 

Chettiar Associations, cohtemporary newspapers and 

1. See for instance: V.I. Pavlov, The Indian Capitalist 
Class (New Delhi, 1964); B.B. Misra~ The Indian Middle 
Class (London, 1961); A.I. Le¥kovsky, Gan1talism in 
India (Bombay, 1966); Helen, B. Lamb, "The Rise of 
Indian Business Communi ties"~ Pacific Affairs, 
XXIII, No. 2 (June 1955) pp 9~-te6 · 
D.R. Gadgil, the Origins of the Modern Indian 
Business Class -An Interim Report, (Univ. of 
British Columbia, Canada, 1967). 
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journals, memorial volumes, biographies, trade 

and financial directories, private ledgers or account 

books, private papers besides oral information from 

Chettiar businessmen. There is a lot more rich material 

and information on the entrepreneurial history of the 

Chettiars lying scattered about both inside 'Chettinadu' 

and outside India. These include contemporary Tamil 

newspapers under Chettiar management, ledgers, scrolls 

on palmyra leaves written in archaic tamil and the- Ceylon, 

Malaya and Saigon Chettiar Chamber's of Commerce papers 

and reports. Though, unable to draw upon some of these 

sources, I have however identified their location and 

hope to examine them in an other study in the near 

future. 

The bulk of thes~ sources are to be found in 

Madras and the district of Ramnad - the hometown of 

the Chettiars. It was in the cotrrse of two field trips 

to these places undertaken in 1972/73 that I was 

able to gather most of the relevant information. During 

my travel and stay in the Ramnad district, one discovered . 
that the small towns and villages of this district were 

the real repositories of a mine of information on 

Chettiar history. ~assessing a tremendous archival sense, 

many Chettiar families have to this day preserved 

their old ledgers, nev~papers, pamphlets and other 



manuscripts and are quite willing to show the same 

to a researcher if assured of his bonafides. Apart 

from examining the printed eources I have also used, 

though sparingly, information acquired through interviews 

with aged Chettiar businessmen and agents from a 

cross-section of their cowmunity. The information 

so secured was, however, corroborated and cross-checked 

with written records. 

Of the non-official printed and published sources 

used in this study the most invaluable were some of 

the contemporary Tamil newspapers and journals, published 

by the Chettiars themselves. These P$Pers yielded a 

wealth of information on the multifarious activities 

of the Chettiars in Madras as well as in the overseas 

countries. Its intrinsic value, as a source material 

derives from the fact that, as newspapers under Chettiar 

ownership it tended to highlight and report in detail 

contemporary affairs and problems of their own community; 

it also helped to provide the necessary chronological and 

historical perspective. The fact th·at some of these 

newspapers and journals are considered to be extremely 

rare, enhanced the value and importance of these sources. 

Some of the important Tamil newspapers and journals used 

in this study include the 'Vysiami tran 1 , a weekly 

published from Devakottah in Ramnad district, the 
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'Dhanavanikan' 2 (a weekly), the 'Oolian' (a weekly) 

'DhanaVysia-Oolian' 3 (a weekly), and 'Swadesamitran', 

(a Tamil daily). 

Another important set of sources used in this 

study are the unpublished private papers of the Burma 

Nattukottai Chettiar Association. These are housed 

5 

at. the residence of the ·late Sri SBM. Sola_yappa Chettiar 

(Ex-Honorary Secretary, Burma Nattu~ottai Chettiar 

Association, Rangoon) in Palathur in Ramnad district. 

Although most of the records in this collection lies 

outside the immediate period of this study, yet the 

information they contain are relevant. Among the 

documents that were particularly useful were: ( 1) ~1 he 

Confidential Notes on the question of Compensation 
.J.. 

payable to ~ndians for Nationalisation of Padd.y lands 

in Burma. This document yielded useful data and 

·information on the sources of Chettiar capital employed 

in moneylending in Burma, their interest rates, the effect 

of the Great depression on their business in Burma, and the 

mode of acquisition of property of their debtors in cases 

2. The 'Dhanavanikan' was published during 1930 from 
Kottaiyur in Ramnad district and was thereafter published 
fr0m Rangoon. 

3. Both 'Oolian' and 'DhanaVysia Oolian' were published 
from Karaikudi, an important commercial centre in 
Ramnad district. 
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of default in repayment of loans. ( 2) Another usefu~ 

source of information was a letter along with documents 

attached, from the Secretary of the Burma Nattukottai 

Chettiar Association to Mr. Kanam Pillai, charge 

d'Affairs, Embassy of India, Rangoon, dated 22nd 

October, 1953. The doc~ments attached to the letter 

provided very useful data on Chettiar landholdings 

in Burma. (3) Also immensely usefUl was another 

document of the Burma Nattukottai Chettiar Association 

containing a list of the member firms of the above 

Association; in addition the documents indicates, 

systematically, the headquarters of each of the member 

firms -- a town or a village, in Ramnad district or 

the Puddukottai division of Trichy district, as the 

case may be -- the location of the principal branch 

firms in Burma, the extent of land under the ownership of 

each firm etc. (4) I was also able to examine, a 

number of claim forms from the Chettiar Overseas 

Association, on behalf of its members, to the Secretary, 

Government of India, Overseas and Commonwealth 

department of the years 1944-45. Since these were 

applications for claims of Chettiar property destroyed 

or lost during ·world War II, these forms yielded a 

lot of useful data on Chettiar wealth, property and 

investments in the overseas countries. 

Printed pamphlets brought out from time to time 

by Chettiar Associations, though mostly in Tamil, were 

• 
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another important source used in this study. Among 
. 

the pamphlets consulted particularly useful were, 

the Presidential address of Shri T.S. Nagappa Chettiar, 

at the First All Nattukottai Chettiar conference held 

at Rangoon in 1924 and the resolutions passed at the 

conference. 4 

The biographies of some of the leading Chettiar 

businessmen, provided some valuable information about 

the history of their enterprises. In this connection 

particularly useful were the biographies of Rao 

Bahadur P. Somasundaram Chettiar5 and Raja Sir Annamalai 

Chettiar6• While the former was one of the pioneers of 

the textile industry in South India, the latter was 

among the first to promote a modern joint stock bank 

in Madras. 

P.N.M. Muthupalaniappa Chettiars' book, in tamil, 

entitled 'Malayavin Thotram' and published from Penang 

in 1938 yielded very useful data and information of 

4. See, Burma Nattukottai Chettiarkalin Mudulavadu Mahanadu 
Tiruvalar T .s. Nagappa Chettiarkalin Mukuvarai 
Pirasangan (Tenkanchi, 1924); Burma Nattukottai 
Chettiarkalin Mudulavadu Mahanadil Niraiveriya 
Theermanangal (Rangoon, 1925). 

5. Pillai, c.s. Chockalingam, Devakottai Rao Bahadur 
P. Somasundaram Chettiar Avarkalathu Vazhukai Chari thiran 
(Tamil) Coimbatore, 1924 

6. Pavalar, M.N. Muthukumaraswami, Thennadu Vallal-Raja 
Sir Annamalai Chettiar Avarkalin Chari thiram (Tamil) 
Madras, 1941. 
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Chettiar activities in Malaya; as Shri Mutupalaniappa 

Chettiar, had himself served as an agent of a Chettiar 

firm in Malaya, his account provides a lot of interesting 

deta~ls on the nature of Chettiar business in Malaya. 

The other non-official sources used in this study 

and which provided useful data and information include 

the Reports and Correspondence of the Southern Indian 

Chamber of Commerce, the Burma Indian Chronber of Commerce, 

the Asylum Press Almanac and Directory of Madras and 

Southern India, the Thackers' India Directory etc. 

The archival sources, particu~arly the proceedings 

of the department of commerce and industry and of the 

department of Revenue did not, as one had anticipated, 

yield the desired information on Chettiar enterprise. 

Among the official publications, the Madras and the 

Burma provincial Banking Enquiry Committee Reports. of 

1929/30 provide abundant information and data.on 

Chettiar moneylending operations. However in approaching 

this source one has to be conscious of its inherent 

limitations. Thus it should be noted that as the very 

scope of the Enquiry Committee was limited to an 

assessment of the sources of indigenous urban and rural 

finance and credit of rural indebtedness, of the role 

of 'indigenous bankers', one does not obtain from this 
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source, vital information on Chettiar enterprise in 

fields other than moneylending. Moreover as the findings 

of the committee were in the nature of a survey made 

at a particular point of time the reports do not provide 

data on atime series scale ani are to that extent not 

very rele~ant for a historicaJ. study. An over-reliance 

on this source is certainly avoidable. However for want 

of other sources one has at times to perforce, rely on 

this source and derive inferential evidence. 

The other official publications that were found 

to be useful for this study were the Report of the Indian 

Industrial Commission, the Report of the Royal Commission 

on Agriculture, the Proceedings of the Council of the 

Governor of Fort, St. George, and the Madras district 

Gazetteers of Tinnevelly, Madura and Tanjore etc. 

Turning to the existing secondary literature 

on this community, one discovers that there has been a 

tendency to identify the Chettiars exclusively with 

mon®:yl®ne1ing or incli 3en'Jus barl:ing. It is this aspect 

of ~heir enterprise which has received most attention 

in the existing literature. This monolothic and static 

approach generally takes the form of describing the 

Chettiars as a class of hereditary moneylenders or 

batkers. This kind of an interpretation is largely 

the result of a failUre to view the gro-vvth and develop

ment of Chettiar capital in a historical perspective. 

In the existing studies on the Chettiars by far 

the l,argest are those that deal with the role of the 

• 
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Chettiars in the context of Burmese colonial history, 

That this is so, is hardly surprising since, for over 

fifty years viz. from about 1880-1930, the Chettiars 

played a key role in financing Burma's commercial 

agriculture. Moreover it was in Burma that their 

investments were the largest. Among some of the 

major studies on the role of the Chettiars in Burma 

are those of Chester L. Cooper7, Michael Adas8 , Allene 

Masters9, N .R. Chakravarthi 10 , Usha Mahaj ani 11 , J .S. 

Furnival12 , etc. One of the major limitations of these 

studies iS their over reli ence on the Burma Banking 

Enquiry Committee Report of 1929/30. While some of these 

7. Cooper, Chester, L. 

8. Adas, Michael, 

9. Masters, Allene 

10. Chakravarthi, 1\f.R. 

11. Mahajani, Usha 

12. Furnival, J.S. 

: :Moneylenders and the Economic Develop 
ment of Lower Burma - An Explanatory 
historical Study of the Role of 
Indian Chettiyars (unpublished P.hd. 
thesis, The American University, 
1959. ) 
'Immigrant Asians and the Economic 
Impact of European Imperialism: The 
Role of South Indian Chettiars in 
British Burma'. The Journal of 
Asian Studies Vol. XXXIII, No. 3, 
May 1974, PP• 385-401. 
'The Chettiars in Burma - An Economic 
Survey of a Migrant Community' 
Population Reyiew, Vol. I, No. 1 
Jan, 1957, PP• 22-31. 
&ndian Minorities in Burma - Divide 
and Decline of an Immigrant Community 
(London, Oxford, 1971). 
The Hole of Indian Minorities in 
Burma and Malaya. 
ColoniaL Policy and Practice 
(Cambridge, 1948). 
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works have merely restated the findings of the Committee 

others have tprojected backwards in time, the data and 

facts which strictly pertain to the 1929/30 period. 

On the role of the Chettiars in Malaya ane gathers 

only marginal information from the works of Arasaratnam 13 

and Sandhu 14 • Once again, both ,A,rasaratnam and Sandhu 

have merely examined, and even that rather briefly, their 

activities in the field of moneylending. 

As for Chettiar enterprise in Ceylon we have the 

very recent work of W.S. Weerasooria entitled 'The 

Nattukottai Chettiar Merchant Bankers in Ceylon'. 

Weeraro oria has also relied quite hear ily on the Report 

of the Ceylon Banking Commission of 1933/34, often 

quoting very extensively from this source. Apart from 

this over reliance on the above mentioned source, his 

work lacks, continuity, the historicaJ..per~ctive and 

is on the whole descriptive rather than analytical. 

However the book proved to be useful as a source material 

since the libraries and the Archives in Delhi and Madras 

did not possess a copy of the Report of the Ceylon Banking 

Commission. 

Lastly, we come to Shoji Ito's stuc71 'A note 

on the business combine in Indi(l with ft>e cial reference 

13. !rasaratnam, Sinnapah, Indians in Mal~ and Singapore 
(Oxford, 1970). 

14· Sandhu, K.S. : Indians in Malaya - Some Aspects of 
their Immi~ation and Settlement 
(1786-1957) (Cambridge, 1969). 



to the Nattukottai Chettiars', 15 It claims to be, 

to date the only study of the Industrial activities 

of the Chettiars. 16 However a closer examination of 

this study revealE that infact Ito has merely posed 

12 

the problem but has not tackled this aspect of Chettiar 

~nterprise adequately. Thus he has not provided data 

and facts regarding Chettiar association with industry 

and other modern incorporated enterprises in the Pre 1930 

period. The limitations of his study basically stem 

from an inadequacy of his sources. His observations 

are based mainly on published balance sheets and oral 

evidence. 

However, as indicated by me earlier, it is not 

so much the o:f:ficial publications as much as the various 

types of non official publications, mostly in Tamil 

language and to be found in the Ramnad district, which 

yield the relevant information for a broader, under-

standing of the problem of the origin and roots of 

entrepreneurship in the Chettiar community. 

As for the schema of this study there are in all 

three broad chapters. In the First Chapter there is a very 

brief description of the history of the Chettiars from 

15. See, The Developing Economics, Vol. IV, No. 3 Sept. 1966 
pp. 367-380. 

16. ibid., p. 368. 
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the earliest times. In the very same Chapter, has 

been discussed the various factors that contributed to the 

phenomenal migration of Chettiar capital from South India 

to the various countries of South and South East Asia. 

Lastly the same chapter also contains a brief survey of 

Chettiar activities in the Madras Presidency in the 

·last quarter of the 19th century. 

In the second chapter, is discussed the process 

and pattern of tm accumulation of Chettiar capital through 

moneylending and trade in Ceylon,Malaya and Burma. The 

last chapter is devoted to an account of Chettiar's 

participation in modern industry and other incorporated 

enterprises. 



CH!lPTER - I 

T:.HB EXODUS OF CHETTIAR CAPITAL FROM MADR.tlS 

TO THE . OVERSEAS COUNTRIES - CAUSES AND 

SIGNIFICANCE OF THIS MIGRATION 
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The 1 Nattukkottai Chettiars', as distinguished from 

the various other subdivisions with the Chetti caste1, 

are a Tamil speaking business community hailing from the 

Rarnnad district of the Puddukottai region. 'rhey were · 

also knovvn as the 1 Nagarathars 1 because the entire 

community was grouped for socio-religious purposes into 

nine 'Nagarams 1 or temple townships. These Nagarams 

are as follows: Il~ayathakudi, MattUl~, Vairav21l.koil, 

Iraniur, Pillaiyarpetti, Nemam, Illuppakudi, Suraikudi 

and Velangudi. Within these nine 1 Nagarams' there were 

twenty five 'gotrams 1 of the subsects of this comrrruni ty 2• 

A knowledge of these would enable one to distinguish a 

1. The term Chetti was used rather loosely in most of the 
official publications, such as the census rep.ort's and 
g~etters, to denote both a title in the occupational 
sense and a caste. The confusion was confounded by the 
multiplicity of the subdivisions within the Chetti 
community or caste. These subdivisions are as follows: 
(1) Ariyur Chettis, (2) Vallanad Chettis, (3) Kasukar 
Chettis (4) Vandakottai Chettis, (5) Vellan Chettis, 
(6) Viralur Chettis, (7) Narayanapuram Chettis, 
(8) Beri Chettis, (9) Komati Chettis of Andhra, 
(10) Nattukkottai Chettis or Chettiars. I shall, however, 
be concerned only with the last subdivision which, 
incidentally, happens to be the most important subdivision 
in the Chetti caste. For more information on the · 
Chetti caste, se~ : A Manual of the Puddukottai State 
(based on the unpublished manual of the late 
Mr. Venkat Row) issued under the authority of the Darbar, 
Puddukotta, 1921, p.195 ff. Also see, E.Thurston, 
Casty and Tribes of Southern lndiq, Vol. II (Madras, 
1909 P• 91 ff. 

2. B.V. Narayanaswamy Naidu, 'The Nattukkottai Chettiars 
and Their Banking System', RSACCV (Annamalai University, 
1941), p. 457. 

• 
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Nattukkottai Chettiar from the other Chettiars and Chettys. 3 

Though numerically insignificant -- they numbered 10,000 

in 18964 and 50,000 in 1930 5 -- the Chettiars were 

exceptionally enterprising in business and,in this respect, 

are perhaps comparable to the Marwaris and the Gujrati 

Banias of North India. 

The legends and folklores on the early history of the 

Chettiars depict them as a very ancient community with a 

rich heritage. It is said that they were 'originally ••• 

the inhabitants of 'Nag~n and were by profession dealers 

.. ill pre·cious stones. n6 Leaving their ''original home in the 

year 204 Kaliyuga", they appear to have "settled down 

at at Kanchi where they lived for nearly 2000 years tt. 7 

Upon the king of Kanchi imposing "a heavy fine on some 

members of the community" they 1'moved further south and 

settled dovvn at Kaveripumpatinam". 8 A. flo.urishing sea

port and capital of the Cholas, it must have been in 

Kaveripumpatinam that they "should have taken up trade 

and commerce overseas as depicted in the illustrious epic 

3. Hereafter tre word Chettiar or Chetti would denote the 
Nattukkottais unless indicated otherwise. 

4. A. Savirinatha Pillai, Written Evidence, MPBCER, Vol.III, 
p. 1174. 

5. Dhanavanikap. (Tamil) 1930, p.369. (An annual Chettiar 
journal, ed. A.K. Chettiar, published from Kottaiyur.) 

6. Chinn?:fya Clt.ettiar, Nattukkottai lfagarathar Charithiram 
(Tamil) (Tarljore, 1894), p. 5; see also, J.S. Ponniah 
'Human Geography of the Ramnad District', J.M.G.A., 
Vol. VII, 1932-33, P• 275. 

7. J.S. P6nniah, op.cit., p.275. 

a. Chinnayya Chettiar, op. cit., p.6 
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'Silapadikaram'. u9 N'ea.rly a thousand years were spent at 

the Chola capital oo fore the Chettiars once again migrated -

in cons'equence of an intolerable persecution by the Chela 

king -- to an area which is now in the 'Chettinad' region. 
10 

They, h6'~vever, appear to have scattered themselves before 

setting dovm in 96 villages, part of which fell in what is 

now known as the Ral!IDad district a)ld part in the Puddukottah 

region. "11 By the late 19th and early 20th century, the 

Chettiars migrated from some of the less inhabited villages 

to the more populated ones and by 1930 were concentrated 

in 78 villages, 58 of ~1ich were in the Ramnad district 

while the remaining 20 fell in the Puddukottah State. 1 2 

Geograph~cally this region was extremely backviard and 

inhospitable. The dark red soil charac-teristic of the 

greater part of this region was "too spongy and too barren 

to be of any use for tillage." 13 Scanty rainfall, together 

with the absence of any rivers or irrigation canals, 

9. J.S. Ponnaih, op.cit., p. 275. 
The celebrated Tamil epic 'Si~apadikaram' is, according 
to the Ceylonese scholar Weerasooria, "based upon the life 
of the Chettiar family and gives a vivid description of 
the connnunity's weaJ.th ••• and influence in the CJ1.0la 
Kingdom. 11 W.S. Weerasooria, The N'atthukkottai Chettiar 
Merchant Bankers in Ceylon (Sri Lanka, 1973), P·3·· 

10. W.F. Francis, Madras District Gazetteer: Madura, Vol.I 
(Madras, 1906), pp. 99-100; see also, N.Subbu Reddiar, 
'The Community that has Conserved the Dravidian Culture', 
SKNNNVM, (Madras, 1963), p.286. 

11. J.S. Ponniah, op.cit., p. 275; see also, W.S • .Weerasooria, 
op.cit., p.3; and also, N.Subbu Reddiar, op.cit., p. 286. 

12. w.s. Weerasooria, op.cit., p.4 

13. J.S. Pon11iah, op.cit., p. 274. 
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accounted for the low agricu~tural production. The physical 

environment was, it appears, a constant tl:u'eat· to the very 

existence of this community in the early days. The 

acuteness of the situation is amply testified to by the 

Velangudi Temple inscription wherein it is "recorded that 

in the years 4389 and 4644 two of the most important 

'Nagarams' fell desolate. :r 14 Under such trying conditions 

of want and privation the Chettiars had to struggle hard 

to eke out a living. It was said that the menfolk of this 

community were engaged in selling salt, while the womenfolk 

took to basket weaving and spinning. 15 That this very 

backwardness of the region might have motivated the Chettia.rs 

to revive their age old tradition of overseas trade is a 

possibility that cannot be altogether ruled out •. Although 

evidence on this question is lacking, the assumption gains 

strength when one notes the strikingly similar case of the 

Marwaris, who moved out of theJ.r home towns in Rajputana 

to various parts of India. Unfortunately, very little 

is knovm of the Chettiars f'rom the time of their migration 

from Kaveripumpatinam until the ea!'ly 19th century. The 

only thing that is certain of their early history is their 

overseas trade connections. '!"heir association with Malaya, 

for instance, dates back to a thousand years when they 

undertook voyages to that country in small boats to trade 

. 1 1 6 L . k . th . . t . . t' C 1 ~ pear s. 1 ewJ.se, eJ.r assocJ.a J.on WJ. n ey on 

is reported to have commenced even prior to the conquest 

15. 
16. 

ibid • , p.. 27 ;;. . . . . . ' . . '. - . - ~ .... - -
Iviurugu Subramanian, 'Malayavil Nagaratharkalin Theyva 
Thirupani', SKlr.NN~~ (Madras, 1963), p.116. 
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of the island by the Dutch in 1656. 17 They are said to 

have had commercial contacts with Indonesia and several 

other South East !sian countries. ~c any rate, the 

Chettiars seem to have had a fairly long tradition of 

maritime commercial activity. A factor~ to re taken into 

account in examining these early overseas commercial ventures 

of the Chettiars is the convenient location of the small 

port of Tondi in this region. Situated a few miles from 

the commercial town of Devakottah, this port might have 

facilitated and encouraged the Chettiars to undertake these 

perilous sea voyages in pursuit of wealth. 18 

However, these early overseas trade connections need 

to be distinguished from the more organised efforts of 

Chettiar capital to migrate d-xt'ing British rule. S·tarting 

from about the early 19th century, there was a steady outflow 

of Chettiar business-men to some of the countries of South 

South East ~ia such as Malaysia, and to Ceylon, wh~ch were 

being opened up for colonial exploitation. This migration, 

however, assumed serious proportions only from the second 

half of the 19th century, i.e. with the colonisation of 

Burma. 

One of· the earliest pieces of evidence of their 

activities in India relates to their h~siness in Calcutta. 

17. W.S. Weerassoria, op.cit., p. xiv. 

18. J.s. Pooniah, op.cit., p. 276~ 
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------..,.--~-,..-----------

The above specimen document shows the credit secured 
on a hundi paper, by a Chettiar from a North Indian 
businessman in Calcutta, dated 26th March, 1908. 
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The Chettiars went over to this flourishing commercial 

city around 1800. 19 B,y about the middle of the 19th century 

there were~in Calcutta, approximately 120 Chettiar firms. 

These firms .were primarily engaged in the export-import 

trade, the chief items of which were the export of rice 

and pulses to Burma and Ceylon. 20 However, with the opening 

up of Burma by the British, and the consequent importance 

of Burmese rice as an export item, a large number of 

Chettiar firms closed dovm their· Calcutta business and went 

over to Burma during the 1880's to finance the lucrative 

rice trade of Burma. 21 Those that remained, numbering 

about 60 in 1910 were, be~ides exporting rice to Ceylon, 

also engaged in collecting deposits from the Bengalis and 

sending it over to the Chett iar firms in Burma. 22 Their 

Calcutta business suffered a serious setback owing to 

the failure of seven to eight of their firms in 1908-12. 23 

Reverting to the question of the outflow of Chettiar 

capital from India (or more specifically, South India) 

to the various overseas areas, this process, as stated 

earlier, commenced around the early 19th century and gained 

19· Somalay, 'Calcutta' (Tamil), SKNNNVM, p.41. This article, 
though essentially dealing with their religious 
charities, does briefly touch upon their commercial 
activities in Calcutta. 

20. ibid,, p.41; see also,A. Savirinatha Pillai, op.cit.,p.1170. 

21. Sorllalay, op.cit., pp. 41-42 • .According to this source, 
some of the Chettiars even set up rice mills in Axakan 
in Burma. 

22. B.P.B.E.c.R. Vol. I (Rangoon, 1930), para 435, p.190. · 
See also, Somalay, op.cit., p. 42. A.ccor9~-So_ma1g.yJ._--.. 
wi th the opening up of Burma, the numbe~· DISS 
was reduced from 120 to 43. a 338.04095482 

23. A Savirinatha I?i::_:Lai, op.cit., p. 1170. i l//1/m~~~~~~~fWilllf/l 
(~ \ G- ~ <6 €q 2.. Y;LtS"· 7 G38692 

I , .. • 
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momentum with the opening up of the whole of Lower Burma 

in 1852. .:A not.icable feature of this movement of Chettiar 

capital from its base in South India to the various over-

seas areas is that it coincided, in almost all cases, with 

whe opening up of these countries for colonial exploitation. 

That this was so is hardly surprising, because colonisation 

opened up tremendous opportunities for the profitable 

investment of ;capital in these countries. The 

introduction of export oriented commercial crops such as 

rice, tea, coffee, rubber etc. greatly stimulated the 

demand for credit. Together with this, the prospects 

of high interest rates and along with it na steady increase 

of income :i:B year after yearu 24would go to explain this 

organised outflow of Chettiar capitaL from India to 

Ceylon, Malaya, Burma, Indo-China etc. 

The significance of this unprecedented migration 

of Chettiar capital in the development of modern entre-

preneurship in this comrmmit.y hardly needs to be stressed. 

Much of the capital that was to ~ind itsray into the 

various industries in South India from the first decade 

of the 20th century (but more particUhrly from the 1930's} 

was largely accumulated through years of lucrative money-

lending and trade in these overseas countries. The 

significance of the accumulation of Chettiar capital in 

a4. A. Savarinatha p·mai, op.cit., p.117~ 
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the overseas countries can be seen from the fact that from a 

mere 10 crores of rupees in 1896 25 the assets of the Chettiars 

had shot up to 150 crores of rupees by 1930. 26 However, it 

needs to be pointed out that although the process of the 

outflow of Chettiar capital from India and its subsequent 

accumulation in the overseas areas has been acknowledged 

and commented upon by several writers, the causes that led to 

this migration have not received the same attention. i\ number 

of thought- provoking questions have, therefore, remained 

unanswered. For instance, why is it that the outflow of 

Chettiar capital from South India assune d serious proportions 

precisely during colonial rule? Or alternatively, ccn this 

outflow of Chettiar capital be considered as an expression 

of seek~ng outlets for the profitable investment of their 

capitaL and finding such outlets monopolised by the Europeans 

in South India? How else would one explain the relative 

smallness of Chettiar investments in the Madras Presidency 

until 1930? For possible answers to these questions the economi~ 
conditions prevailing bo.th in South India as well as in I 

the overseas countries at the time of the migration of 

Chettiar capital from India have to be examined. 

By the middle of the 19th century almost the whole 

of South Indiahad coln3 under the firm poli tiooJ. and 

economic control of t~Btitish imperialists. 27 In its 

capacity as a colonial economy Madras, like other parts 

25. A. Savarinatha P.illai,op.cit., p. 1174. 
26. Dhanavanikan, op. cit., p. 369. For details see pp. 75- 77 

27. JA. Sarada Raju, Economic Conditions in The Madras 
J?residency, 1800-1890 (Univ. ofMadras, 1941}, p. 11. 
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of India, was discharging two essential functions: it 

supplied the basic raw materials for the British industrial 

complex and it provided markets for the goods manufac·liured 

by the British industries. The European business houses that 

emerged in the first half of the 19th century -- there were 

as many as 15 such business houses in Madras by 185028-

were principally engaged in fUlfilling and carrying out 

these functions, i.e. of securing the raw-materials for 

export and of marketing the imported goods. 

In the course of the establishment of their . 

hegemony over South India the British adopted various 

measures to curb the likely commercial competition from 

the Indian commercial classes. Ocean shipping, for 

example, which was virtually the backbone of the Indian 

commercial classes, was brought under European control 

by the first half of the 19th century. 29 This was achieved 

throu~ various discriminatory tariffs and legislative 

measures • .An act was, for instance, passed by the parliament 

in 1814 whereby 75% of the crew of Indian ships, including the 

Captain, were to be British,or else the ships were liable to 

.6· · .D ··t - 30 'M' fr 1814 n d n th us of J.Or.1.eJ. Yre. .u1oreover, om o Yla:r s, eve e e 

Indian ships was prohibited in Indo-British trade. The 

adoption of discriminatory tariffs was another means of 

28. The last India Register and ArmY List 1950 : Madras 
Miscellaneous Houses of Agency (London, 1850), p.119. 

29. A. SaradaRaju, ~;eit., p.222. 

30. ibid, p. 222. 
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curbing participation by Ind~an merchants in the 

seaborne trade of India. Thus, in the Madras Presidency, 

the general import duty on goods brought by Indian 

ships was raised to 15% in 1812, compared to 7.5% in 

the case of British ships. J1 J./3 a result of such 

measures, and because of the rapid technical advances 

made by the western shipping industry, the Indians 

ceased to play any major role in the external seaborne 

trade of India. At the same time the imposition of 

~'!various oppressive taxes such as 'Moturpha' and 

the transit dutyn32 d~alt a severe blow to the 

indigenous industries of the Madras Presidency. By 

such methods a virtual monopoly was established by 

the Europeans over the key sectors of the economy 

like foreign trade (and all that goes with it, such 

as insiu~ance, railways, shipping etc.), the money

market and a little later the industries. The participa

tion of Indian capital in such fields was negligible 

if not non-existent. T:P,e conditions prevailing in 

the Madras Presidency in the mid-19th century were 

described by Danby Seymour, a British Member of 

Parliament, in the following words, n ••• a few years 

ago it (Madras) contained many rich .Armenians; they had 

all dis?appeared, the native merchants had gone 

31. A. Sarada Raju, op.cit., p.223. 

32. ~., p.161. 
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bankrupt, and the whole trade has passed into the 

hands o:f a :few .English houses connected with the 

civil service.n33 

These Europealli .business houses performed a 

variety of economic activities, for inst·ance, . .Arbuthnot 

& Co. in Madras had the following departments : 

Banking; General Agency operations; Import and 

Export; Leather and Skins; Indigo, Cotton and 

Timber; General Shipping; West Coast Estates anl 

Agencies.34 The case of Binny & co. is even more 

striking. They were the agents of the British India 

Steam Navigation Co. Ltd., and in this capacity 

operated a :tl:otilla of steamers, and thus "handled 

a very considerable portion of the imports of 

Madr ::a. n35 ~ the "Landing agents for the Madras 

Port Trust," they "o\rv.ned a fleet of cargo boats 

and steamers, a dockyard for repairing the boats and 

a transport service" for ensuring the movement of 

"goods from exporters' godowns to the harbours. n36 

For a brief period until 1871, Binny & Co. were also 

33. A. I. Levkovsky, Capitalism in India: Basic Trends 
in its Developments (Delhi, 1966), p. 21, n.44. 

34. ~., p. 23. 

35. A.K. Bagchi, Private Investment in Indi 
(Cambridge, 1972 , p.189. 

36. ~., p.189. 
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agents for the National Bank of India Ltd. 37 They 

were also the agents for the Madras Electric Supply 

Corporation, a number of cotton press companies and 

a large number of insura.'flce companies.38 Binny & Co. 

were also one of the earliest to enter the field of 

textile industry by promoting the Buckingham Mill. 

and The Carnatic Mills in 1876 and 1881 respectively. 

Using the most up-to-date powerlooms and spindles 

these mills were producing fine cloth and thus 

capturing both the internal and external markets.39 

The Deccan Sugar and .Abkhari Company Ltd. was held, 

until 1902, by the Binny's.4° The fact that by 

1914-15 the firm of Binny & Co. was being claimed as 

"perhaps the single largest merchants in the city of 

Madras" anl as having "a banking establishment for the 

furtherance of business transactions with :their:.. IDa.lzy. 

clients n41 goes to/tremendous economic power that 

this firm had, over the years, come to acquire. It was 

t~'type of dominance in several fields of economic 

activity by these European houses that the Indian 

entrepreneurs had to reckon with.~ 

37. The House of Binny (Published by Binny & Co., Madras, 
19 69) , P• 69. 

38. ibid., PP• 171-2; p.69; p.71 and PP• 92-3. 
39. ibid., pp. 34-9 2 • 

40. Hilton Brown, Parrys of Madras -A story of British 
jnterprise in India (Madras, 1954);Lsee also, The House 
of Binny, PP• 128-30. 

41. A. K. Bagchi, op.cit., p.189. 
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Besides A.rbuthnot and Binny, some of the 

other leading Eurropean business houses operating in 

the Madras Presidency during the 19th century were 

Messrs Best & Co. , .A. & F Harvey & Co., Parry & Co., 

T. Stanes & Co • .etc. Like the Binny• s and the 

.Arbuthnot 1 s, most of these business houses aJ.so 

started their career in trade and finance and later 

entered industry. Thus, Best & Co. were not only 

engaged n in the export of hides and skins, groundnut 

kernels, ••• other oilseeds and in the import of 

Manchester piece goods",~·2 but were also the agents 

of the Anglo French Textile Co. Ltd., the P & 0. 

Steam Navigation Co. Ltd., the Anchor Line, the 

Barrakur Coal & Co. Ltd., the My sore Gold Mining 

Co• Ltd. etc.43 

In the field of sugar and spirits Mess !rs 

Parry & Co. had few or no rivals. Moving into the 

field rather early -- around the middle Of the 19th 

century -- Parry & Co. had, by 1902, with the ta)reover 

of Binny's Deccan and ~bkhari Co. Ltd., virtually 

established a monopoly over the production of 

sugar and spirits. 44 

42. A.K. Bagchi, op.cit., p. 189. 

43. ibid., p. /'89· 

44. Hilton Bro\vn, op.cit., pp. 163-4. 
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The plantation industry in South India was 

aJ.most wholly "owned by the Europeans who are raising 

·coffee, tea, cardamom, pepper, rubber etc."45 Robert 

Stanes, the founder of T. stanes & Co., was one of the 

successful coffee planters in South India. He 

established coffee curing works in 1861 and then went 

on to. found, in collaboration with .Arbuthnot & Co., 

the Coimbatore Spg. & Wvg. Mill at Coimhatore in 

1888.46 

Messers A. & F. Harvey, the other major 

European business house, was founded in 1879 as a 

purely cotton exporting firm,47 but by 1892 the firm 

had . established the Tinnevelly, Coral and Madura 

Mills, and thus came to occupy a pre-eminent position 

in the textile industry in South India. 

Lastly, the control of the European houses also 

extended to the engineering industry, where firms such 

as Massey & Co. and Crompton Engineering Works, \Uth 

the railways and the P.W.D. as their major clients, 

operated in a big way.48 

In addition to all this was the Rail -way System 

in Southern India Which further strengthened the 

4~. Rao Bahadur P. Theagraja Chetti, Written Evidence,I,I.c. 
Minutes of Evidence (Madras & Bangalore, 1616-17), 
Vel. III, p. 51. 

46. lf.C. Bhogendranath, Development of Textile Industry 
in Madras __ (Univ. of Madras, 1957), p. 12 

47. ibid., p. 13. 
48. A.K. Bagchi, op.cit., p.191. 
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.European domination over trade and industry. The :rail way 

freight :cates were so fixed as to favour the export 

and import of goods and discourage internal movement 

of goods. Elaborating on this point Rao Bahadvx 

P·. Somasundaram Chettiar, Managing Agent, The Malabar 

Spg. & Wvg. Co~. Ltd.:and The Kaleeswara Mills Ltd., 

Coimbatore, in his evidence to the Indian Industrial 

Commission (1916-17) said (and I quote at length) : 

"There is a special reduced rate for cotton between 

Tirupur Stat.ion in Coimbatore district in the South 

Indian Railway broad-gauge section and Bombay, as 

well as from Tirupur to Tuticorin. Speculators such 

as Messrs· · Rally Bros., Volkart Bros., and some 

Marwaris, purchase cotton in Coimbatore district and 

send it to Bombay and Tuticorin, and deprive the local 

mills of their raw materials. On the other hand such 

concession-rates are not allowed to the mill-ovmers, 

if they purChase and send cotton from Bombay, 

Tinnevelly or Tuticorin on the plea that Tirupur and 

Coimbatore are not port tovms. u49 No less significant 

is the fact that both the Madras and Southern Ivlahratta 

Railway Co., and the South Indian Railway Co. were 

entirely Europe3D. ovmed private companies. In short, 

almost all the channels of trade were controlled by 

the Europeans. 

49. Rao Bahadur P. Somasundaram Chettiar, Written 
Evidence, I.I.C., Vol. III, Sec. Q~8 on Railway 
freights, P• 444• 
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The Madras C'namber of Commerce, established 

in 1836, gave a concrete shape and meaning to .European 

domination over trade and industry by bringing together 

the European traders, financiers 9.1."1d industrialists. 

The Indians were almost completely excluded f'rom 

this organisation, and even as late as 1920 there 

were onl~ two Indian Members.5° 

The monopoly of the Europeans over foreign 

trade, and over industry, Waf3 supplemented by their 

control over the organised money market. Prior to 
p 

the establishment of the joint stock banks the 

European mercantile houses had, in addition to 

trading and commercial activities, been conducting 

banking business as we11, 51 but these arrangements 

were found to be inadequate to meet the growing 

demands of trade and commerce. 52 Consequently, a 

need was felt for the establishment of modern banks, 

and this came in the shape of the "Presidency Bank 

of Madras". Established in 1843, the bank had 

initially a share capital of Rs. 30 lakhs, "of which 

} 50. The As lum Press .llm ack and Director 
and Southern India, Madras, 1920 , p. 1785. 
See under 'Madras Chamber of Commerce-Members'; 
see also, Report of the Progs. of the Madras 
Chamber of Commerce, Jan-Dec 1922 (Printed at 
the Madras Mail Press, 1922); and see also 
Report of the Progs. etc., 19211. 

51. s.if. Sadasivan, "Three Hundred Years of Banking 
in Madras", M.T.c.y. (Madras, 1939), p. 526. 

52.~~~~ 

ibid., p. 256· 
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3 lakhs were held by the Governor of Madras on behalf 

of the East Indian Company ~A. 53 Until 1876, the bank 

was more or less quasi-governmental in character, 

but thereafter it became a purely private body. 

Hovvever, its ncont act with the government were never 

wholly lost.n54 The balli~ was, for instance, entrusted 

with the management of the temporary debt of the 

Government of India, "for which it was paid.. u55 .r2he 

Bank of Madras had, like its counterparts in Bengal 

and Bombay, the right to use the deposits from the 

government and other bodies free of interest. 56 In the 

year 1920 the government deposits with the Bank 

of Madras were as high as 119 lakhs of rupees. 57 

The operations of this bank were confined largely, to 

the financing of_ external trade and public bodies such 
-· 

as the municipalities and the port trust and, to a 

small extent, the internal trade. 58 

53. M.S. Natarajan, ~ Study of the Capital Market 
of Madras Rresidency with-Special Reference to its 
Evolution and Indigenous Institutions (D.Phil. 
Thesis, University of Madras, 1934}, p. 41. 

54. ibid~--' P• 42. 

55. ibid., p. 42. 
56. A. K. Bagchi, ~opean and Indian Entrepreneurship 

in India 1900-30' in Edrrnmd Leach and S .N .Mukherjee, 
ed., Elites in South Asia (Cambridge, 1970).P.Z?i0· 

57. M.S. Natarajan, op.cit., p. 42. 

58. ibid.~ p. 44. 
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Another major European controlled bank operating 

in Madras during this period WafJ the "Chartered Bank 

of India, Australia and China "• :Making i~ appearance 

in Madras in 1853,59 the bank conduc·ted operations 

in Chint, Japan, Burma, tm Straits Settlements, 

Ceylon, the Dutch East Indies, and in Bombay, Calcutta 

and Madras in India. 60 The following figures would 

indicate the growth of the bank over the years: 

Year -
1863 

1900 

1925 

C§::gital 
(£) 

6,44,000 

8,80,000 

30,00,000 

Reserve 
(£) 

10,000 

3 , 25,000 

40,00,000 

Source·: S.T. Sadasivan, "Three Hundred Years of 
Banking in Madras", M.T.C. V. (Madras, 1939) 
p. 258. 

A branch of "The Mercantile Bank of India", 

another major European controlled bank, was established 

in Madras in 1892. 61 This bank took over the business 

of the ttChartered Mercantile Bank of India, London and 

China" (a sterling company) which had until then a 

59. S.T. Sadasivan, op.cit., pp. 257-58. 

60. ibidu :t>• 258; see also, Compton Mackenzie, ttealms of 
Silver (London, 1954) for the history of this bank. 

61. S.T. Sadasivan, on.cit., p.258. 
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branch in Madras which had been estab.lished in 1857. 62 

The capi tat and reserve of the bank over the years 

are as follows :-

1863 

1900 

1931 

Ca:Qita1:, 

(£ ) 

5,00,000 

5,61,000 

10,50,000 

Reserve 

(£) 

60,000 

30,000 

1,50,000 

Source : S.T. Sadasivan, "Three Hundred Years of 
Banking in Madras n, M. T. C. V. (Madras, 1939}, 
p~ 259 

Yet another major European Exchange bank 

operati~ ili Madras during this period was "The 

National Bank of India". A branch of this bank was 

opened in Madras in 1877. 63 · Prior to 1877 the bank 

was represented for some time by its agents M/s Binny & 

Co. and later by the Bank of Madras. 64 The following 

table shows the capital and reserve of the bank at 
I 

various stages of its growth: 

Year 

1866 

1900 

1929 

Ca]2ital 
(£) 

4,66,500 

5,00,000 

2o,oo,uoo 

Reserve 
(£) 

3,30,000 

30,00,000 

22,00,000 

Source : S.T. Sadasivan, "Three Hundred years 
of Banking in Madrasu, M.r.r.c. V. 
(Madras, 1939), p. 260 

62. 1A•T.Sada.sivam, ap..ci.t., p.25a 

63. ~f::=:::S:a~3:asJ:~,....o.'9. .. ci.t..._, : ~- ~ : • .ib~., P • 259 .. 

64. ibid., p. 259; see also, The House. oi-J3inny, p; 69 • 
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All these banks were under complete European control. 

Taking the Bank of Madras as a case in point, it is seen 

that from its inception in 1843 until 1921 when it was 

merged with "The Imperial Bank of India", there was no 

Indian member on itsboard. 65 Similarly, until 1907 --when 

the Indian Bank Ltd. was established -- there was no 

l.ndian controlled joint stock bank of rffiY importance 

which could finance Indian trade and industry. The 

orientation of the exchange banks was towards external 

trade. Operating all over the world, these banks commanded 

immense resources. Most of these banks, with the 

except ion of the Bank of Madr W3, had access to public 

deposits and the money markets outside India. In Madras, 

as elsewhere, these European joint stock banks were 

concernedprimarily with the financing of the export-import 

trade of the Europeans. VJhere advances to Indians were 

madeJit was mainly with the idea of promoting the 

European interests in trade. Thus the Bank of Madras, for 

instance, ~rovided ample credit to some of the Chettiar~ 

but it should be noted that these f~ds were in turn 

employed in financing the rice crops 

65. A. K. ~agchi, op.cit., p. 188. 
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in Burma 66 and the rice and groundnut crops in 
. 6 

Madras. 7 That the Bank of Madras was distinctly 

biased towards the European traders was made clear 

by Vidya Sagar :Pandya (the Secretary of the Indian 

Benk) in his evidence before, the Royal Commission 

on Currency and Finance. He said, "So far as I am 

aware, the banlr has no systematic s.cheme or 

sympathetic desire to finance Indian trade and 

industries", 68 and added that it was providing 

credit to Indians only in order "to secure the 

raw produce, food grains etc. :for export". 69 

These opinions were reiterated by a group of members 

of the Southern India Chamber of Commerce in their 

meeting with Sir }!illiam Clark, Member for Commerce, 

Industry and Railways, Government of India. According 

to them, certain favoured firms had permanent seats 

on the board of the bank, while the Indians were 

not only excluded from the board of the bank but 

were also ·not associated in matters of fixing personal 

credit for the Indians. They also alleged that the 

"Directors are themselves exporters and importers 

of manufactures competing with Indians to whom 

66. M.s. Natara.jan, pp.cit., p.44. 

67. T.K. Duraiswamy, /nindigenous Banking in the Madras 
Presidency~, Frogs. O£'the Seventh Indian Economic 
Conference, Bombay, 1924, pp. 116-176. 

68. M.S. Natarajan, op.cit., p.45. 

69. ibid., p.45· 
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they have to allow· credit from the Bank". 70 

It was under these conditions of monopolistic control 

of Europew1s over foreign trade, the money market 

and the industries that Chettiar operations were 

perforce confined largely to financing agriculture 

and internal trade. 

Concurrent with these internal constraints 

in Madras; which hindered the growth of C:'lettiar 

capital, another significant development was taking 

place. This was the colonisation of several countries 

in South-East .Asia such as Burma, Malaya and Indo

China, and of Ceylon. The introduction of export 

oriented commercial crops (such as rice, rubber, tea 

and coffee) stimulated a demand for capital in these 

countries. Furthermore, the opening up of these 

countries also called for the extension of credit 

facilities into the interior regions of these 

countries. For this purpose the .European banks 

utilized the Indian ~d indigenous money,·lenders, 

as they had experience of both 'traditionaJ.' money 

lending and of dea1ing with the European banks. 71 

For the Chettiars 1 there was tbe prospect, in these 

countries, of obtaining very high interest rates 

70. See Govt. of India, Dept. of Commerce and Industry, 
Commerce and Trade, l'Tov. 1915, File No. 224, 
Sl_.No. 1-2. 

71. J .S. Furnival, Colonial Policy and .Practice 
(Cambridge' 1948), p.46. 



and of employing their capital in avenues not 

available in South India. 72 It was under these 

circumstances that there came about a steady 

diversion of Chettiar capital from South India 

to the overseas countries. ~be most striking 

feature of the process of the outflow of Chettiar 

capital is that it was largely finding its way 

into such countries as were being opened up for 

colonial exploitation. Citing specific cases 

would substantiate this point. In Burma it was 

the development of the rice export trade and the 

rise in land values, together with the settled 

conditions brought about by BritiSh rule,that 

encouraged an inflow of Chettiar c ~-pi tal. 73 This 

was true of Malaya as well, the difference lying 

38 

72. Chettiar capital in the overseas countries was 
not confined just to money-lending but was · 
also finding its way into Rubber Estates and 
Tin Mines as in MaJ.aya and in plant at ions as in 
Ceylon. Taking the case of Ceylon, it is seen 
that Chettiar capital was quite considerably 
involved in general trade. This point will be 
elucidated in Chapter II, but it needs to be 
clearly stated that the notion of the Chettiars 
being pure money lenders is a myth. 
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only in the fact that instead of rice it was the 

... . - ~.,.. ..... ~... ... ..... ~ ~ ~ ~ - .. ··-'·. ~ ~ ~ ... -

cultivation and export of rubber (the principal export 
- ... ~ ··-~-·-· -- .- ~ .... , .... ~~.-

item of ~alaya), th~_t !lad __ to be develo~ed. ___ Likewise, 

in Ceylon they were the main source of cz·edit for tl1e .. 
":Purchase and development of estates as well as - .. ---II'*'- .. ,... - . ,. ...... -
::'or trade, production, and consumption". 74 Similarly, 

they followed close on the French into :Indo-China·, 

where they financed the cultivation of rice, the 

chief export item of that country. 75 Thus, in all 

these countries, the Chettiars appear to have rendered 

useful help in opening up these countries for colonial 

exploitation. Given the state of ~pean control over 

the profitable outlets for investment in Madras and the 

relative unprofitability of money lending in Madras 

Presidency) 76 Chettiar capitalists sought an outlet in 

these overseas countries. The fact that in the process 
' ,_, .. If' ~ iP • • 

74. W.S. Weerasooria, op.,cit •.. '. P•. 28 

75. S.R.M. Ramaswamy, "Indo Chinavin Charithram" (History 
of IndoChira), The Dhanavanikan (Tamil) 
(A Weekly Journal of Commerce, Industry and Finance, 

·published by S.&.A.Kathiresan Chettiar for the 
Burma Nattukkottai Chettiars' Association from Rangoon) 
ed. A.RM.A. Karuppan Chettiar. See the 30.3.1933 
issue, p. 31. 

76. Savarinatha Pillai, op.cit., p. 1176 & pp . 1184-75. 
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of profitably employing their capital in the 

overseas co~tries they also served the needs of 

the colonialists cannot be denied. In fact, the 

Chettiars might have found their connections with 

the Europeans advantageous to themselves. 

The Chettiars have come to be looked upon 

40 

by several writers ~ a caste of hereditary money

lenders and l:ankers, 77 as if their only concern was 

to lend money and to secure tle principal and the 

interest on it. This impression is partly tbe result 

of a heavy reliance by scholars on the Banking 

Enquiry Committee Reports of 19 29-30 -- which obviously 

examined the organisation and functioning of their 

banking system -- and partly the result of a failure 

to view the development of Chettiar capital in a 

. historical perspective. Thus, there has been hardly 

any attempt to exaJlline the reqsons for the failure 
• 

of Chettiar capital to enter the various industries 

in South India until as late as the first decade of 

the 20th century or, more so, affer the 1930's. 

77. P.J. Thomas, "Nattukottai Chettairs, Their Banking 
System", j..S.A. q,c.y., ed. B~ V. Narayanaswamy 
Naidu (Jnnamalai Univ., 1941),p.840, 842, 843. 
B. V. Narayanaswamy Naidu, op.cit., p. 947. 
P. Vaidyanath g1, "P'roblems of Rural Credit in 
the Madras Presidency", J.A.II., Vol. XI, No. 3, 
July 1942 (Annamalai Univ. Economic Series No. 9), 
p. 108 • .AJ..J.e:ne Masters, "The Chettiars in Burma -
JAn economic/of a Migrant Community", F:opulation 
Review, Vol~ I, No. 1, Jan. 1957, p.22. 



41 

To view them as hereditary bankers or to suggest 

"that unlike the Marwaris and the Jaim their business 

is almost exclusively banking"78 is not only incorrect, 

but is to fail to grapple with certain basic issues 

relating to the growth of entDepreneurship in this 

country. Viewed in a historical perspective it'will 

be seen that the Chettiars were not in the least slow 

in seizing the opportunities for entering the field. 

of industry* or in directing their capital outside 

India by investing it more profitabl~ in rubber 

estates and tin mines as in Malaya, or in the rice 

and tobacco trade as in Ceylon, etc. Moreover, 

diverting capital outside India vdth a view to 

investing it more profitably, and entering industry, 

entailed a certain amount of risk. The Chettiars, 

b,y first diverting their capital abroad, and 

subsequently entering industry, established con

clusively that they did not lack an essential attribute 

of entrepreneurship -- risk taking. !gain, the 

question of their pursuing money lending has quite 

often been viewed both statically, and also indepen

dently of the conditions prevailing i.n MadraJ3 

78. P. J. Thomas, op.cit., p.840. 

* See chapter III. 
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Presidency under colonial rule. There is reason 

to believe that it was precisely the choking off 

of almost all avenues of profitable investment in 

the field of trade and industry in Madm s under 

colonial rule that made the Chettiars increasingly 

turn towards investment in moneylending and land. 

This, in fact, was even true of the Gujarati and 

Marwari businessmen of Madra)3. .is Rao Bahadur 

P. Theagaraya Chettiar (in his evidence before the 

Indian Industrial Commission) very succintly summed 

up: "The weal thy classes comprising the ••• 

Gujarati, Marwaris, Nattukottai Chetties ••• look for 

what they consider safe investments on mortgage 

of lands, houses ani jewellery. With the rates of 

interest that are easily obtainable, moneylending 

is a very favourite occupation. u79 

&n explanation for this tendency of the commercial 

classes turning to money lending (principally in the 

rural ar ea)3) and seeking investment in land can be 

sought by exaJnining the conditions in the agricultural 

sector in 19th century Madras. The British introduced 

certain changes in the agrarian structure of the 

country with the objective of effectively exploiting the 

material resources of the country and of extracting 

79. F1
• Theagaraya Chetti, Written Evidence, I.I.C. 

(1916-17), p. 51. 



the raw materials for consumption alii production 

in Britain. These conditions created, as it were, 

favourable conditions for the commercial classes, 

deprived of the traditional avenue of inves,tment 

in trade, to pursue money lending and seek investment 

in land. These conditiom can very briefly be summed 

up as follows : the introduction of private land 

own~ership1 and with it the transferability of 

land; the institution of revenue and survey settlements; 

the recording of property rights; the establishment 

of civil courts to determine and settle land disputes; 80 

tle introduction of irrigation facilities after 1836 

and enhancement of 1 and rent; 81 the laying of the 

infrastructure; and the shift in the pattern of crops 

from foodgrains to export oriented commercial crops suCh 

as cotton, groundnut and rice. These developments 

created an altogether new environment in the 

agricultural sector, towards which the commercial 

classes increasingly turned. Agricultural 1 and, for 

instance, becam-e a transferable and saleable commodity, 

and with tm tremendous pres sure on it, it acquired an 

increasing market value. 82 The following figures 

relating to ~anjore district testify to the increasing 

80. K.S. Sandhu, op.cit., p. 34. 

81. A.S. Raju, op.cit., pp. 129-31. 

82. S.S. Ra.ghavaiyangar, Memorandum on the Progress of 
Madr~ Presidency etc. (Madras, 1892), pp. 109-11. 



value of land: 

Price of wet land in the District of 

Tanjore (Madras) 1823 - 190} 

Year J?Tice per Acre (Rs.) 

1823-24 12 

1833-34 19 

1841-42 27 
.1852-53 39 

1868-6~ 151 

1876-77 180 

1877-78 172 

1878 245 * 
190~ 458 * 

Source : s.s. Raghavaiyangar, Memorandum on the 

Progress of Madras Presidency during the last 

forty years of British Administration (Madras, 

1892), Appendix V-B(d)(i} p. ·Cxtiii 

* Dharma Kumar, Land and Caste in South India 

(Cambridge, 1965), p.142. 

In the absence of an effective outlet in trade 

and industry, the commercial classes found land a 

very valuable avenue of investment. That tbe Chettiars 

found it profitable to invest in land is borne out 

by the \Yri tten evidence furnished by A.Savirinatha 
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F'illai to the Madras Banking Enquiry Committee. 

Writing in 1929-30 he said : "In this Presidency the 

landed properties owned by the Chettis and acquired 

by them mostl~in the course of money lending are 

scattered about in numerous districts ••• (however) 

once upon a time th~re was a craze among the Chetizy..ars 

to invest in land ••. and they acquired portions 

of Zamindari Estates etc. "83 A number of Chettiars 

of Devakottah district had invested their capital 

in th:is form. 84 · The Andipatti Zamindari (in the Trichy 

district ) and the Ramnad Zamindari were acquired by 

weal thy Nattukottai Chettiars in 1897 and 1903-4 

respectively. The Andipatti Zamindari which was in 

the hands of a poly gar "became involved in 1880, and 

was taken under Management by the government. n8 5 

It was finall;w sold in 1897,. to the famous Nattukkottai 

Chetty, Mr. Chidambaran Chettiar of Kanadukathan. n86 

83. A. Savirinatha Pillai, op.cit., p.1173. 

84. To cite an instance, the AL AR Chettiar family of 
Devakottah were the proprietors of the Zamindari of 
Devakottah. This Zamindari consisted of 401 000 acres 
of wet. l ald and 601 000 acreS> of dry land. This in-
f9~~at~o~was provided by ALAR Somanathan Chettiar 
when the Writer interviewed him at Dev<:kottah in 
June 1973. 

85. Somerset Playne,S _"':"ou~th~ern~ ..... I-.n ..... d ...... ~...,· a..__---__.,~~:=-..-...;;;;,~~~~ 
Commerce and Industrial esources 
p. 496. 

86. ibid., p.496. 
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The Ramnad Zamindari, one of the biggest 

Zamindari in South India, with an area of 2014 square 

miles,87 "was leased to a firm of weal thy Nattukkottai 

Chettis t.t. 88 in the early 20th century. This Zamindari 

was formerly held by the Sethupathis of Ramnad. 89 

A list of the villages or Zamindaris in the possession 

of the Chettiars in the earl~ 20th century is given 

in Table lb. 1 

To the in_digenous bankers such as the Chettiars 

land was also an attractive security against which 

they could lend money. The shi:ft in the pattern of 

crops from foodgrains to commercial crops and the 

enhancement of land rents, besides drawing the 

cultivator into the monetary econo~ also increased 

their dependence on money 1 Enders. 90 Furthermore, 

the movement of crops from the centres of production 

to the marketing centres also called for immense funds.9 1 

87. Somalay, Ramanathapuram Mavatam (Tamil) 
(Ramanathapuram District) (Madras, n1972), pp. 25 2-53. 

88. Report of the Settlement of Land Revenue for Fasli, 
.12.1l. (Madras, 1903-4), p.12. 

89. Somalay, op.cit., PI>• 43-44, & p.547. 

90. D.R.Gadgil, The Industrial Evolution of India in 
Recent Times (Bombay, 1942), pp. 160-61; see also 
Dharma Kumar, op.cit., PP• 78-98. 

91~ T.K. Duraiswamy Aiyar, op.cit., P• 116, 



TABLE I 

SL... NC4 Name of Proprietor(s) District Taluk Village or Zamindari · Value o;f :Land 
(in Rs.per acre) 

1 .. 

2. 

3 .. 

4 •. 

5) •• 

8 •. 

9. 

V .A.R • .Arunachalam' Chettiyar Madura _,. Okkur and Peravali 

Devakott ai Zamindari AL~AR.RM.Jrunachalem 
Chettiyar 

:E aChida.II!baram. Chettiyar 

P.L.S.A~amalai 
Chettiyar 

SRMM $i%~baran e ~yar 

S.A.Nagappa Chettiyar 

RMJARRM ArunachaleJll 
Chettiyar 

Ramanathan Chettiyar 

Arunachalem1Chettiyar 

~alaniappa Chettiyar 

Madura 

Madura Palaiyapattu 

MadUra !)alaiyapattu 

Coimba- .Kal:'lir· 
tore 

Tanjore Tanjore 

Tanjore Patukkottai 

Tanjore Patukkottai 

S iruu a.la.i ... 

Kizhakottai 

..lndipatti Dry Land:Rs .14; 
Wet Land:Rs • .277; 
Garden.c Land : Rs ., 8 3 
(during 1 ~q 's) 

Vellavadipatti 
Veerayadipatti (~ortion) 

Karakkottai 
KambarkoilL 
Omakkavay al 
Kuttangudi 
KO.thamangalam 

Padirankottai Tenpadi 

A.nantagopala Puram 

Aliv~am 

P'azhattali 

Vattatikettai 

Ten:g:adi 
Pesh ~ush Rs~ 788; 
Land cess Rs. 338.* 

Muttukkaruppan Chettiyar Tanjore Patukkottai Fadirankottai 

Vada:g:adi 

p·esh cush : Rs. 582; 
Land cess : Rs. 217* .. 

Olagappa'Chettiyar 

Ramaswamy Chet tiy ar 

Lakshmana Chettiyar 

Source • • 

Anantago:Qala :Puram 
Vadagadi 

Kollukkadu Yenadi 

The .Asylum Press Almanack and Directory of Madras, and 

Southern India, 1909 (Madras,, 1909) ;p:., 1693,, 1699,170& 

* S.S.Raghavaiyanagar,, MeiD:orandum on the Progress of 

Madras Presidency etc. (Madras,, 1892) 

!.:m> endix V - E (d) ( b;) p-. CXIV • 
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These, then, were some of the conditions under which 

the Chettiars and other business communities were 

turning towards money lending and seeking investments 

in land. It is against this background that one has 

to view the :rature and extent of Chettiar money lending 

business in Madras Presidency. 92 

92. Rather than examining the tendency of ent:eepreneurs 
seeking investment in lend and turning tovvards money 
lending as an expression of seeking relatively 
profitable outlets for their capital in an otherwise 
limited sphere of investment under conditions of 
colonial rule, Sandhu and others characterise this 
tendency as indicative of a change in the "spirit and 
attitudes of Indian Enterprise" {Sandhu, op.cit., p.33). 
Elaborating on this point he says that, ejected from 
their former position of pre~emlnence in the field 
of ocean shiPIAng, commerce and financial enterprise, 
the Indian entrepreneures tended "to grow shy, 
inward looking and less adventerous in the field o~ 
investment and enterprise 11 (Sandhu, op.cit., p.34). 
He then goes on to suggest that rather than antagonise 
"the British officialdom or the powerful 'Nabobs" 
(Sandhu, p.34), some among the Indian entrepreneurial 
classes" contented themselves with subservient roles 
as underlings of British enterprise" (Sandhu, p.34) 
while others sought safe investments in land etc. 

To implicitly suggest that the Indian entrepreneurs 
could have competed with the Eurot> eans if they had 
wished, is not only (historically) an extremely 
unrealistic stand but is also to grossly underestimate 
and underrate the power and strength of the European 
commercial interests in India. 

Taking up Sandhu's other point about the Indicn 
entrepreneurs suffering x f~om a bout of shyness 
and inhibition, one can quite confidently assert that 
this was not so in the case of one of the leading 
sections of entrepreneurs of South India, n~ely 
the Chettiars. On the contrary, the Chettiars, by 
transfering their capital from India to the overseas 
countries clearly indicate otherwise. Ultimately, the 
whole question boils down to one of the adjustment of 
Indian entrepreneurial groups to the changed conditions 
under colonial rule. 
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The operations of the Chettiars in the Madras 

Presidency consisted primarily of financing agriculture 

and internal trade. 93 The demand for credit in the 

agricultural or traditional sector arose in connection 

with the cultivation of crops, the digging of wells, ~ 

the buying of land and livestock, the payment of "kist 11 

or land revenue and lastly, in connection with domestic 

expenses such as marriage and other social functions. 

Moreover, the wholesale and retail trade and the movement 

of produce over the Presidency had also to be financed. 94 

All this required immense funds and a fairly organised 

network of credit institutions. The funds for these 

requirements were largely provided by the indigenous money 

lenders, among whom were the Chettiars, the Kalladaikurchi 

Brahmins, the Marwaris and the Multanis. 95 The 

significance of rural credit in the Madras Presidency can 

be understood by exa~ining the distribution of the indigenous 

bankers and their capital. According to the evidence provided 

by the Commissioner of Income-Tax, Madras, t.o the Madras 

Banking Enquiry Committee, "2301 indigenous bankers with a 

capital of Rs. 20,32,27,264 served the urban areas and about 

6465 with an estimated total capital of Rs. 36,08,123 served 

the rural areas of the Presidency. "96 (It will be seen from 

93. Written Evidence of the Nattukkottai Nagarathar 
Association, Madras, to M.P.B.E.C.R., Vol. III, pp •. 1101-0 

94. T. K. Duraiswamy Aiyar, op.cit., p. 114. 

95. P. Vaidyanathan, op.cit., p. 108. 

96 • .1.J2.id.' p. 103. 
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this that the proportion of capital employed in urban 

and rural areas was 1:1.8, while the proportion of 

the number of branches in the urban and rural areas was 

1:2.8. The average size of capital of an urban 

firm was approximately Rs. 88,300 and that of the 

rural firms was Rs. 55,800. The proportion of the average 

size of capital of an urban firm to a rural firm was 

3:2.) 

Before discussing the nature and extent of the 

Chettiar money lending business in the Madras Presidency, 

a brief consideration about their business organisation 

and banking system would in place. The Chettiars have 

been considered (and quite rightly so) as one of the 

most perfectly organised indigenous bankers who 

represented, along with the Marwaris and Jains "the 

highest development of indigenous banking in India". 97 

So developed was the banking system of the Chettiars 

that they were considered "not mere money lenders but 

as bankers by the civil courts in the Presidency. n98 

An examination of their forms of business organization, 

••• 

their business practices and their banking system confirms 

the above statement. 

The basic unit of the Chettiar business organisation 

was the 'fi~'. This was held by the members of 

97. L.C. Jain, Indigenous Banking in India (London, 1929, 

p. 36. 

gs. A. Savirinatha Pillai, M.P.B.E.C.R., p. 1171. 
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a family or by closely related individuals.99 Firms 

were also organised on the basis of partnership of 

a {lumber of Chettiars. It Waf3 thus quite common for 

the same individual to have shares in several partner

ship firms or concerns. 100 Thus there Waf3 a close 

overlapping and interlocking of interests within 

the community. /In most cases the proprietor or 

the partners of a firm resided in the Ramnad district 

or in Pudukottab. state, which was also usuaJ.ly 

the headquarters of the firm, while the branch firms, 

located at the various centres of business, were 

managed by their agents. 101 The agent can be considered 

the central figure in the whole network of the 

Chettiar business organisation. He was recruited, 

by and large, from among the Chettiars of moderate 
. 102 

means and served for a period of three years. 

During this period the agent had the responsibility 

of employing the c~ital entrusted to him b,y the 

proprietor in such a manner as to ensure maximum 

returns. The agent's salary and bonus (if any) was 

quite often dependent on the distance of tle agency 

99. Allene Masters, op.cit., p. 25. 
100. P.J. Thomas, op.cit., p.845. 

101. Written Evidence of tm Nattukottai Nagarathar 
Association, M.P.B.E.C.R., Vol. III, P• 102. 

102. A. Savirinatha Pillai, op.cit., p. 1172. 
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from the headquarters, the volume of business 

transacted and the profits realized by him for the . firm. 103 

The proprietor or partners of the firm, on their part, 

kept in close touch with their business by maintaining 

a regular correspondence with the agent. 104· 

Just befo~e the expiry of the three year tenure of 

the agent, the newly appointed agent would go over 

to the branch firm and familarise himself with the local 

conditions 1e fore:-fulieving the old agent. The 

retiring agent, having earned his bonus am salary, 

would quite often either set up his own firm or 

enter as a :p:~.rtner in one of the Chettiar firms. 105 

The practice of appointing agents, it should be noted, 

was not resorted to by the Chettiars belonging to 

the middle anl lower strata of the community; .Qw4.Rg 

owning small amounts of capital, these Chettiars 

themselves managed their firms. 106 Apart from the 

agent, some of the firms also employed -- depend: ing 

on the size of th::e establishment, the amount of capital 

103. P.J. Thomas, op.cit., p.847; see also, Nattukottai 
Nagarathar Association, Written Evidence, 
M.P.B.E.C.R., p. 1102, and see also A.Savirinatha 
fi11a~, op.cit., p. 1172. 

104. Written Evidence, Nattukottai Nagarathar Association, 
op.cit., p. 1102. 

105. F.J. Thomas, op.cit., pp. 847-48. 

106. Written Evidence, Nattukottai Nagarathar Association, 
o~.cit. 2 p. 1102. 
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employed, and the volume of business conducted -

Assistants, Cashiers, Accountants and Clerks. Here 

again the practice was to appoint the relatively 

poor Chettiars to these posts. Moreover, it was 

not uncommon for a Chettiar appointed as a clerk 

to gradually work his way up to the post of the 

agent.107 

The practice of inculcating their business 

methods in their boys is another significant 

characgeristic of the Chettiar community. This 

"ensured the community a steady supply of trained 
108 and skilled agents." The Chettiar boys were, 

from a very young age, initiated into the intricacies 

of their family business through a rigorous formal 

as well as practical training. This involved their 

undergoing courses in book-keeping, accounting and 

Tamil, besides having to work as an apprentice in 

one of the firms 109 where; of course,· they picked up 
the tricks of the trade. The period of probation 

lasted until such time as they were in a position 

to shoulder the responsibility of managing the firm 

independently. 

It is believed that the peculiar joint family 

system of the Chetti ars "nurtured a spirit of 

WJ:'i t.ten Evj,.dence, Nattukottai Nagarathar 
107 • .Association; ·op.cit..., p. 1102. 

108. Allene Masters, op.cit., p.26 

109. Ui.enxMIDs~~x~~:lfx~x:l2:ez: ibid., P• 26 
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individual initiative in economic activity."110 
I 

Some authors, eg. Shoji Ito, have attempted to relate 

its exceptional characteristas to the individualistic 

motivation of the Chettiars in economic activity. 

Popular as it is in certain circles, the validity 

of such a theory appears somewhat doubtful. 111 

110. Shoji Ito, 'A Note on the Business Combine in India, 
with Special Reference to the ~attukottai Chettiars', 
The Developing :Economies, Tokyo, Vol.IV, No. 3, 
Sept. 1966, PP• 370-71. 

111. Theories such as these proceed on the ba3is of certain 
preconceived assumptions which are often quite naive, 
as for instance the argument that the joint family 
system in India hampered and discouraged individual 
initiative or enterprise and ~ational economic 
behaviour by '~i~ing (up) family finances with those 
of business" (Mattison Mines, Muslim Merchants, 
The Economic Behaviour of an Indian Muslim 
Community, New Delhi,1972, p.2). But the other 
more frequent, though simplistic, argument adopted 
in establishing a correlation between the joint 
family system and rational economic behaviour 
is to compare the Indian system in the west and to 
then deduce certain conclusions. Thus it is said 
tht in the family system of the west as also in 
that of the Chettiars -- the Chettiar famil~ system, 
according to Ito, in some important· respects was very 
similar to the family system of the west -- "the 
motivation in .Pursuit of profit was basically 
the individuals initiative rather:. than the 
consideration for the prosperity of the joint family~ 
(Shoji Ito, op.cit., p. 370J. Such arguments 
are what Mat tis on Mines has very appro~iat ely 
termed as "Blanket statements" (Mines, ·o;p. cit., p.4.), 
having little or no relation to time and space 
or to the specific conditions at a particular 
point of time. 



Let us briefl;y,~ examine the l".ationale of the 

correlation between the economic motivation of the 

Chettiars and their social institution of the joint 

family. The main distinguishing features between 

the so-called Indian joint family system (common to 

some of the North Indian business communi ties) and 

that of the Cb.ettiars is said to be as follows : 

in the former system members of the family lived 

together under one roof, worked in common, the 
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profits went to a common fund and last;J.y, a common 

mess was maintained, 112 in the Chettiar family system, 

while the members lived under the same roof, the 

financial unit of accounting was the married couple. 11 3 
Moreover, immediately after marriage, the Chettiars 

were supposed to have become financiall~ independent. 114 

At this stage, they also succeeded to a part of their 

parents' estate and thus started, at their own 

initiative, their own business. 115 Another peculiar 

fea :Uure of their family system was the maintenance 

112. P.J. Thomas, 4p·cit., p.844• 
113. Shoji Ito, op.cit., p.370. In this respect 

the Chettiar family system was said to be similar 
to that of the west. 

114. ibid, p.370; see also, J2l.J. Thomas, op.cit., p.844 .. 

115. Shoji Ito, op.cit., p. 370" 
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by married couples of separate kitchens within the 

palatial houses. 116 Famil~.: accounting was also 

maintained independently. !ll this, it is said,fostered 

and encouraged a spirit of free competition and 

individual initiative among the Chettiars. 11 7 

If one were to accept this argument then it follows 

quite logically that this.spirit of enterprise 

should have been absent in some of the other business 

communi ties such as the Marwaris or the Gujarati Banias 

who had adopted the Indian joint family system. That 

this was not so is, a fact that hardly needs to be 

stressed. Therefore, to suggest that there is a 

c~Usal relationship between the Chettiar family system 

and their economic motivation appears to be somewhat 

facile. What is more, there are serious limitations 

and difficulties in quantifymg the effect of social 

institutions on the economic motivation of business 

groups. 118 Consequently, such hypotheses remain confined 

116. P.J. Thomas, op.cit., p. 884. 

117. Shoji Ito, op.cit., pp. 370 ... 71. 

118. The futility of explaining and examining economic 
behaviour purely in terms of social factors has 
been more than amply established. See, for instance: 
Bipan Chandra, Colonialism ani Modernisation 
(Presidential address to Section III of the Indian Histor1 
Congress, Dec. 28-30, 1970, Jabalpur), pp. 10-28; 
M.D.Morris, 'Values as an Obstacle to Economic Growth 
in South Asia', Journal of Economic History, Vol.XXVII, 
No.4, Dec. 1967, pp. 588-607; Mitton Singer, 'The Indian 
Joint Family in Modern Industry', in M.Singer and 
B.S.Cohn (eds.), Structure and Qhapge in Indian Society 
(Chicago, 1968), pp. 423-52; Mattison Mines, op.cit., 
PP• 1-4. 
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to the realm of speculation. Incidentally, here one 

is not questioning the lack of enterprise or individual 

initiative among the Chettiars as much as its correlation 

with their family system. ~Vhat is often not taken into 

consideration is that, together with this financial 

independence, there was also a lot of mutual inter-

dependence among the Chettiars, both within. the family circle ' 

and outside it. 119 This coordinated action among 

the members of the community was ensured through such 

institutions as the Chettiar Associations and the 

Chettiar Chambers of Commerce, the weekly and monthly 

meetings of the Chettiars :aor fixing the interest rates 

and for deciding other business matters, ~1e Chettiar 

P1anchayats for settling intra-community disputes, the 

system of intra-Chetti deposits and loans, etc. 120 

All these are indicative of the strong bonds that existed 

within the commu:p.ity. These institutions and arrangements, 

evolved in response to the economic conditions of the 

time, enabled the Chettiars to function more effectively. 

In other words, these arrangements were designed to take 

advantage of the peculiar conditions afforded under 

British rule not only in India but also in Burma, Ceylon, 

Malaya etc. 121 The advantages of these arrangements 

119. P..J. Thomas, op.cit., PP• 844-45. 

120. fA Bavirinatha Pillai, op.cit., pp. 1178-79; 
see also, P.J. Thomas, op.cit., PP• 844-46; and 
A.I. Levkovsky, op.cit., p. 243. 

121. Shoji Ito, op.cit., p. 371. 
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are _quite obvious. It enabled the Chettiars to put 

up ample resources, reduce competition among themselves, 

and generally function more effectively. A:f the same 

time, the identity of the individual families, repre

sented through their firms, was maintained, in that 

the decision of employing the capital rested with 

the proprietor of the firm~ 

Let us now examine an important aspect of 

their banking business, viz. their capital resources. 

The Chettiars own ·capital or "Mudal Panam'' as it was 

known, usually cOnstituted about "1/6th to 1/7th· of 

his working capital", 122 while a substantial portion 

of the rest was borrowed. This came in the form of 

deposit mone;y;• (i.e. loans on which interest was payable) 

and borrowings from Europe an banks. This latter 

privilege was, however, extended to some of the 

bigger Chettiar firms only. 123 The smaller firms 

borrowed either from the bigger Chettiar firms or from 

Marwari and Multani concerns.124 Deposits were 

accepted both from the general public as well as 

from members of th$ir own caste.1 25 The 

122. Confidential Note on the Question of Compensation 
F)ayable to Indians for Nationalisation of Padd.y Lands 
Subheading III -- Chettiars Methods of Business, 
pp 2-3.(Date of publication not known}. This typed 
document was consulted by me in June 1973 at the 
residence of the late Shri SRM Solayappa Chettiar, 
Hony. Secretary, The Nattukottai Chettiar Association 
of Burma, in Falathur (Ramnad District). The 
records and documents are now in the custody of his 
son, Shri Valliappan. The above document will be 
referred to hereafter as 'Confidential Note'. 

123. ibid., p. 3. 

124. ibid., p.3. 

1 25. A. Savirinatha Pillai, op. cit., p. 1175. 
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deposits f ron the public (this category generally 

included lawyers, retired officials, and other professional 

classes) were largely accepted by Chettiars operating .t~ .. e-

in the cities and tovms. 126 The more f common orm of deposit 

was, however, that received from the members of their own 

community. llso known as "Thandumural" deposit, it commonly 

c ame in the form of "Stridhanam"1 27 (i.e. the money given 

by the parents to the bride as a kind of dowry at the time 

of her marriage; this money constituted the bride's personal 

property). This v~s usually deposited either in her husband's 

firm itself or in one of the Chettiar firms knovm to her. 128 

It was found that in some firms these deposits (~oth public 

and Chettiar) amounted to nearly as much as the capital 

invested by the proprietor. 129 The importance of these 

deposits in their banking system is clearly brought out 

by the following evidence furnished by A. Savirinatha F~illai 

to the Madras Banking Enquiry Committee 1929-30: "The 

borrowed capital which the Ohettiars take as deposits from 

their customers in 

126. A. Savarinatha Pillai, op.cit., p. 1175; see also, 
Written Evidence, Nattukottai Nagarathar· .~sociation, 
op.cit~, PP• 1103-4. 

127. A. Savirinatha Pillai, op.cit., p. 1175; see aJ_Bo, 
''l . I' - ", • 1 - 1•T -'--'-- '-ot·'- 1. ··~ ~-r -'-',-, r~ ilc;co~-:~J . .!o-.., \ J' J_-,~ 7, 8Il _:J "\[ l(.eilc 8' l'lf?, I, u'-l.h. lJ a_ o'J a,g,:,,_ 9, I, ,a a, -..:-.>.:>•""> <_;.J.<;c u .1. ,,J, 

op.cit., p. 1103. 

1 28. A. S avirinatha p:illai, op. cit. , p. 1175 • 

129. T, K. Duraiswamy Aiyar, op.cit., p. 114. 
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British India ••• and abroad may be approximately 
. "1 30 taken at 50% of their own cap~ tal • • • The 

acceptance of deposits, followed by i "!E. employment 

in their business, is indicative of the emergence, 

if in a somewhat rudimentary form, of modern banking 

practices among the Chettiars. 

The deposits accepted by the Chettiar 

firms were classified into the current account 

deposits or the 'Kata Kanaku" and the fixed deposits 

or the "Thavanai Kanaku". 131 On the former the current 

rate of interest or "Nadappu Vaddi" was fixed. 132 

The current rate of interest was adopted at the 
-

monthly meetings of the leading Nattukottai Chettiar 

businessmen in the city of Madras, after taking into 

account the demand and supply position of credit 

among the Chettiars, and the prevailing bank rate. 133 

130. A. Savirinatha Pillai, op.cit., p. 1174. 

131. E·.J. Thomas, op~cit., p. 850; see also, A Savirinatha 
Pillai, op.cit., p. 1175. 

132. P.J. Thomas, op.cit., p. 851. 

133. P. Vaidyanathan, op.cit., p. 111; see also : 
A. Savirinatha Pillai, op.cit., p. 1104; Written 
Evidence, Nattukottai Nagarathar Association, 
op.cit., p. 1104. The "Nadappu", or current rate 
of interest, for Madura, Negapatam and Tinnevelly 
were fixed at a constant for all years. This was 
because of the smallness of Chettiar business at 
these places (A. Savirinatha Pillai, op.cit., P• 1180) 
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The rates determined at these meetings governed 

the current rate of interest in their operations 

throughout South India. 134 The "Thava.nai" or 

fixed deposit:, was a loan accepted by the Chettia.rs 

that was repayable only after a definite period 

of time, which was usually two months in Madras 

Presidency. 135 The rate of interest for the 

"Thavanai" deposit was fixed at the weekly meetings 

of the Chettia.r businessmen at Madras. 136 /The 

essential difference between the "Thavanai" and 

the current account deposits was that while for the 

former compound interest was calculated at intervals 

of two months, for the latter interest was add~d 

at intervals of six months to one year. 137 The 

deposits accepted from the public by and large 

fell under the fixed deposit category, this was so 

because the.Chettiars were not inclined to keep, 

unlike the joint stock banks, a portion of their 

deposits in forms readily convertible into cash. 138 

134. Written Evidence, Nattukottai Nagarathar 
Association, op.cit., P• 1104. 

135. A. Savirinatha Pillai, OJ21 cit., p. 1180; 
also, P. Va:i_dya.nathan, op. cit., P• 111. 

136. P. Vaidyanathan, op.cit., P• 111 • 

137. A. Savirinatha Pillai, OJ2.cit., p. 1180. 

138. Written Evidence, Nattukottai Nagarathar. 
Association, op.cit., p. 1104. 

see 
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This problem did not arise in intra-Chetti 

dealings as such deals were governed by the 

Mercantile system of accoU3ting, whereby the Chettiar 

depositor credited the interest due to him every 

year while the Chettiar with whom the amount was 

deposited debited the interest payable to him every 

yea:r.139 

The next major source of working capital 

of the Chettiars consisted of their borrowings from 

the European ba;nks, among which the principal were 

the Bank of Madraa {later named the Imperial Bank 

of India after its merger with the latter. 14°) 
The Chettiars also seem to have had dealings, 

although to a lesser extent, with the National 

Bank of India, The Chartered Bank, ~he Mercantile 

Bank, The P & 0 Bank and The Lloyds Bank. 141 

These banks made advances to the Chettiars in 

the form of loans, bills, cash credit and overdrafts. 142 

Loans were granted to the Chettiars on the security 

of pro-notes backed by ''joint signatures of 

approved parties." 143 In fact, when the banks 

expressed their willingness to advance loans, the 

139. A. Savirinatha Fillai, op.cjt., p. 1171. 

140. M.S. Natarajan, op.cit., p. 44, see also, 
T.K. Duraiswamy Aiyar, op.cit., p. 11~ 

141. A. Savirinatha Pillai, op.cit., p.117. 
142. P.J. Thomas, 'Nattukottai Chettiars, Their 

Banking System', Journal of Madras University 
Vol. V, 1933, P• 37. 

143. Written Evidence, Nattukottai Nagarathar Association, 
op.cit., p. 1104. 



practice among the Chettiars was to get together 

and apply for a loan, which was thereafter divided 

among the Chettiars by private arrangement. 144 

63 

This practice of jointly obtaining loans considerably 

augmented their resour~es. The rates of interest 

charged by the Imperial Bank of India varied between 

1 %and 2% above the prevailing bank ·rate. 145 The 

Chettiars also secured loans from the banks in the 

form of cash credit and overdrafts. Cash credit 

was raised by promissory notes and strengthened by 

title deeds of houses and property as collateral 

security, while overdrafts were secured by government 

pa,fBr.146 The significance of the overdraft facility 

enjoyed ~y the Chettiars hardly needs to be stressed; 

the revolving nature of credit inherent in the 

overdraft system would have provided the Chettiars 

a. turnover equal to many times their own capital 

investment. 

The Chettiars also secured funds by discounting 

"Hundis" or finance bills of traders and merchants. 

By rediscounting these bills at the bank, the 

Chettiars used to come into possession of tunds1 47 

144. A. Savirinatha Pillai, op.cit., p. 1179. 

145. ibid., p. 1178. 

146. P.J. Thomas, op.cit., {1933), p. 37. 

14 7. T.K. Duraiswa.my Aiyar, op.cit., p. 114. This 
business was widely conducted in Ceylon and 
Burma (A. Savirinatha Pillai,nop.cit., p. 1177.) 
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This method was not, however, used to any significant 

extent in Madras Presidency. The profits to the 

Chettiars in this business was the difference between 

theu~ interest rate (paid by the trader) and the 

interest rate charged by the bank when the "Hundi 11 

was subsequently rediscounted. 148 

The extent to which a Chettiar could borrow 

capital from the banks depended largely upon his 

credit worthiness or financial standing with the 

banks. The policy of the joint stock banks on the 

question of the accommodation of indigenous bankers 

with loans and other financial assistance was spelled 

out by L.C. Jain as follows:·- "The joint stock 

banks keep an approved list of indigenous bankers 

with whom they transact business, in the form of 

granting cash credits or discounting Hundis ••• 

Every banker on the list is assigned a certain amount 

of credit, which is determined by his financial 

standing and beyond which as a DU.l.e, the banks will 

not discount p"f.l.per endorsed by him.n149. 

Until about the trade depression in 1930 

."the Chettiars had borrowed large sums from the joint 

stock banks, but latterly such loans have dwindled 

148. A. Savirinatha Pillai, op.cit., p. 1177. 

149. L.c. Jain, op.cit., p. 175. 
,. 
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150 and are not more than Rs. 60 lakhs· to Rs. 70 lakhs." 

The capitaL secured from these banks was used not 

only in India but was also transmitted to Burma 

and Ceylon,. where it was used in financing 

agriculture. 151 In South India, the capital 

provided by the banks was used in financing the 

movement of produce. The reasons for the banks' 

choice in accommodating t..he Chettiars with credit 

is not very difficult to perceive. The extraction 

of raw-material_and foodgrains for export required 

a mechanism which was sufficiently widespread and yet 

centralised. The Chettiars, with their well 

developed business organisation, institutions and 

practices -- particularly the wide network of agencies 

and correspondents ani the practice of providing 

credit to the fellow members of their community were, 

it would be seen, especially suited to carry out 

this function of providing credit in the interior of 

the Presidency and thus promoting the movement of 

produce. The whole mechanism was a complicated hierarchy 

with the colonial banks forming the top rung, the 

Chettiars in the city of Madras r •• having access to 

the banks forming the intermediate rung, down to 

150. P.J. Thomas; on.cit., (193,), P• 37. 

151:. A. Savirinatha Pillai, on.cit., p. 1178 



66 

the Chettiars operating in the interior of the 

Presidency -- the ultimate recepients of the banks' 

credit. All of them were held together by the credit 

arrangements. The whole process has been very 

graphically described by L.C. Jain in the following 

words: "They have a representative of the community in 

the person of Sir Muthiah Ct. Chettiar, son of 

cr.aidambaram 6hettia;r, banker, who was sheriff of 

Madras in 1921-22. He acts as liaison officer 

between the Imperial Banks branch of Madras (formerly 

the Madras Presidency Bank} and the Chettis. 

His business is to arrange loans from the bank and 

forward the money to Sivaganga, putting an extra 

0. 5% on the interest charged. From Sivaganga tll:e 

~~ds are distributed among the Nattukottai Chettis 

who may be said to have the finance of rice crops 

of eastern India almost wholly in their hands."152 

In effect, the role of Chettiars was that of middlemen 

between the Imperial Bank and the numerous traders 

who moved the crops. This source of capital was 

of tremendous importance to the Chettiars as it 

considerabl~ augmented their resources. 

The capital raised from the sources 

mentioned above was employed in meeting the various 

152. L.C. Jain, op.cit., P• 177. 
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demands in the agricultural sector, ranging from 

the sowing of crops to the movement of crops 

across the FTesidency. The Government's attempts 

to provide credit to the peasants -- which came in the 

shape of the Ag:r·icul tural Loans Act and the Land 

Improvement Loans Act -- were far from successful. 153 

These measures did little or nothing to alleviate 

the problem of rural indebtedness. The same w~s 

true of the Co-operative Credit Societies whi~h 

were 11unable to extend their operations beyond a tenth 

of tmneeds of the rural population."154 Under 

such circumstances, the Chettiars and other 

indigenous bankers were the main source through 

whom credit flowed into the rural areas. 

The Chettiar operations in the Madras 

Presidency extended to financing the agricu~turists, 

whose periodic demands arose in connection with the 

sowing, ploughing and harvesting of the crops, as 

well as the traders who moved the produce over the 

P.residency. 155 However, the bulk of their fUnds 

153. P. Vaidyanathan, op.cit., p.112; see also, 
Written Evidence, Nattukottai Nagarathar 
Association,op.cit:.,, p. 1102. 

154. Written Evidence, Nattukottai Nagarathar 
Association, op.cit., p. 1102. 

155. Written Evidence, Natt.ukottai Nagarathar 
Association, op. cit., p. 1102. 
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was employed in financing the latter. Their major 

areas of operation in the Madras Presidency were 

Tinnevelly, Coimbatore, Ramnad156 and Tanjore districts, 

parts of cmstal Andhra, 157 and the city of Madras. 158 

In Coimbatore district, almost all their borrowers 

were agricuJ. tllr·ists and they had practically no hold 

over the important cotton market of Tirruppur, which 

was said to have been a monopoly of the Marwaris. 159 

However, in the cotton tracts of Tinnevelly, Ramnad, and 

in and around Koilpatti, Chettiar capital was said 

to be involved. 160 In Tinnevelly, the Chettiars 

also assisted "the traders in tre purchase of 

chillies, paddy, pulses, jaggery alld other articles". 1' 1 

In the Chettinad region, they advanced loans mainly 

to their farm servants or dependants in order to 

keep them under obligation.n162 In Tanjore and 

in parts ofc.oastal Andhra (especially in Guntur 

and Krishna) the Chettiar finances enabled the rice 

156. A. Savirinatha Pillai, op.cit., p. 1178; see also, 
P. Vaidyanathan, op.cit., pp. 103-4. 

157. T.K. Duraiswamy Aiyar, op.cit., pp. 116.,-·: 17. 
158. B.P.B.E.C.R,, Vol. I, P• 191, para 437. 
159. A. Savirinatha Pillai, op.cit., 1178. 

160. ibid., p. 1178. 
161. P. Vaidyanath~,op.cit., p. 104. 

162. A. Savirinatha Pillai, op.cit., p. 1176. 
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mill owners to "buy up paddy in the beginning of 

the season and store it.u 163 

The agriculturists in Madras Presidency borrowed 

money for the purpose of sowing,ploughing and 

harvesting between July and February 1 64 (the Tamil 

equivalent of these months being "Adi" and "Masi u). 

The crops arrived at the rural market between 

January and April and was, thereafter, moved over 

the Fresidency. 165 This last process called for 

large quanti ties of credit as a result of which 

there was, during this period, a constant pressure 

on the unorganised money market for credit. This 

pressure found reflection in the very high interest 

rates that prevailed between December and May. 166 

The important crops of the Madras P.r'esidency for 

which large quantities of funds were employed were 

groundnut and cotton. The importance of these crops 

163. ~.K. Duraiswamy Aiyar, op.cit., p. 111....;t7• 
The Chettiars themselves, during the days of 
the rice trade with Ceylon, had established a 
number of rice mills in the Tanjore district, by 
investing considerable capital. This business, 
however, appears to have declined with the ttentry ••• 
of Marwaris and Bombay Sai ts and influx of Rangoon 
rice •••"• (A. Savirinatha Pillai,op.cit., p. 1178) 

164. B.V. Ua.rayanaswamy Naidu, op.cit., p.469. 

165. T.K. Duraiswamy Aiyar, op.cit., p. 116. 

16 6 • ibid. ' p • 11 6 • 



TamiL- Month 

Chitrai 

Vailtasi 

Ani 

A uti. 

!.vani 

Purairasi 

Aripisi 

Karthigai 

M8rgali 

Thai 

Masi 

Eanguni 

TABLE No.2.. 

RATES OF INTEREST 1920 - 1923 

Rate of Interest 
corresponding 1920 - 21 1921 - 22 
English Month Rs.,- !,s - p % Rs --.As - p % I 

Anrill 15th to 1 - 0 - 0 12 0 - 15 - 0 11i 
May 15th 

May 15th to 1 - 0 -o 12 0 - 12 - 6 .l: 9'2 
June 15 tJ:il 

June 15th to 0 -15 -9; 11i· 0 - 10- 3 'iii 
July 15th. 

July 15th to 0 - 12 -6J 91 0 - 8 - 6 6i 
Aug 15th 

AU&· 15th to 0 - 13 - 6) 10 0 - 8 .... 3 Gi 
Sept •. 15th 

Sept •. 15th to -· - 13 - 6 10l 0 - 9 - 6 7i-
Oct., 15th 

Oct .. 15th to 
7t Nov. 15th 0 - 14 -o 10i 0 - 9 - 6 

Nov~ 15th to 10 -- 13 - 6.) 10 0 -10 - Q; 8 
Dec •. 15th 

Ded .. 15 th tClJ 
11 ~ Jan •. 15th 0 - 15 - 6 0 - 13 - 6i 10) 

Jan •. 15th to 1 - 0 - o, 12 0 - 15 - 6; 11i 
Feb. 15th 

Feb. 15th to 1 - 0 -o 12 1 - 0 - G) 12 
March 15 th 

March 15th to 1 -· 0 ... 0 12 1 - 0 - 0, 12 
April 15th 

Source :: T.K.Duraiswamy Aiyar, 'Indigenous Banking ill the 
¥.S~;Q.ras .. ~residency•, !Togs. of the Seventh Indian. 
Economic Conference, BombaY, 1924

1
, :w, 115 

1922 - 23 
Rs. - As. p % --------
1 - 0- 0 '12 

0 - 15 -(1 9i 

0 - 13 - 3 9~ 

0 - 11 -3 Bi 

0 - 10- ~ 7i 

0 - 10 - Q. 7ft 

(}J - 10- Q. (Ji· 

0 - 10 - 6 8 

- - 12 - 6 9i 

0 - 15 - 6 11 i-

1 -· 0 -o 12 

1 0 - 0 12 
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can be guaged from the fact that "in 1919-20 11.5 

million acres were. Sovm with paddy, 1.1 million 

acres were under groundnut and 2. 3 million acres 

were under cotton. The value involved respectively, 

according to the computation of ]}'..c. Slater, was 

10.7 crores of rupees, 13.5 crores and 8.7 crores". 167 

It was also during tnis period, i.e. between January 

and April, that the land revenue had to be paid, 

with the result that money during this period was 

greatly in demand. 168 A perusal of the Chettiar rates 

of interest current during the years 1919-20, 1921-22 

and 1922-23 (shown in Table N~ZJ confirms this point. 

The rates of interest on the advances made by 

the Chettiars depended upon the security offered, 

apart from the time of the year the lo3.n was sought. 

Money was lent on both long-term and short-term 

basis against such securities as promissory notes, 

land, Jewellery, "hundis", title deeds, Hypothecation 

mortgage, as well as stock ·in' trade. 169 This gives 

us an idea of the variety of business conduGted by 

167. T. K. D"u.raisvvaLny Aiyar, op.cit., p.·116. 

168. ibid., p. 116. 

169. P. Vaidyanathan, op.cit., p. 111; see also, 
Written Statement, Nattukottai Nagara.thar 
.Association, op. cit., pp. 1102-3. 
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them. Where· adequate security of the kind mentioned 

above was provided, the interest rate varied 

in a small margin around 12%. 170 On the other hand, 

where adequate security was not provided {and loans 

were issued on pronotes}. as in the case of poor 

peasants and agricultral labourers, the interest 

rate varied between 18%and 48%. 171 

The promissory notes, or "vennalai" 

documents as they were called in Tamil, were the 

most common form of security against which loans 

were ext~nded to the small agriculturists. 172 Some 

Chettiars also lent money on what are known as the 

"Kandu n or "Thandal" system. , Under thzi.:s system 

the money was lent after the deduction of interest 

on i·t, whiJe the loan itself was repaid in equal 

daily or monthl~· instal!ments. 173 This kind of 

business was usually practiced by very small money 

lenders only and again, the people who took such 

loans,were either petty traders or small shopkeepers. 174 

The other fairly common system of lending 

practised by the Chettiar money lenders was the 

170. A. Savirinatha,Rjillai, .2.Q_.cit., p. 1181. 

171. ibid., P• 1181. 

172. B.V. Narayanaswamy Naidu, op.cit., p. 470. 

173. ibid., pp. 470-1; see also, A. Savirinatha Pillai, 
op.cit., p. 1176. 

174. A. Savirinatha Pillai, dp.cit., p. 1176. 
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raising of loans on produce such as paddy, tobacco 

leaves and cotton. Under this system, if the borrower 

failed to repay the loan on the stipulated day, 

the Chettiar moneylender would coerce the agriculturist 

to se~l his produce in his presence and thus claim 

the principal and interest due; or alternatively, 

the banker himselr ~ook the responsibility of 

selling the produce. 175 

Advancing loans on a long-term basis;. 

on the security of land or other immovable property, 

or on the mortgage of goods, was yet another method 

of lending practised by the Chettiars. 176 Under this 

system, also known as "Bokkiam" or "Othi", the 

Chettiars enjoyed the benefit of the property 

mortgaged until such time as the loan was repaid. 

If, however, the borrower failed to repay his loan 

within sixty years,the property provided as security 

automatically became that of the creditor if sued 

for in a court of law. 177 

Apart from moneylending, there is evidence 

that the Chettiars were engaged, though in a small way 

only, in trade -- both Export and Import as well as 

175.~V. Narayanaswamy Naidu, op.cit., p. 471. 

176. F.'.Vaidyanathan, 2.12.!£it., p. 114. 

177. ibid., p. 114; see alSJ B~V. Narayanaswamy Naidu, 

op.cit., p. 471. 



(internal} wholesale and retail trade .-- in such 

commodities as rice, salt, timber, cotton, textiles, 
178 tobacco, etc. In the late 19th and early 20th 

century there were instances of Chettiars financing 

as well as establishing industries,' and other modern 

incorporated enterprises, both small andlarge. This 

aspect of their enterprise will be discussed in 

greater l~ngth in Chapter III. 

178. See 4,. Savirinatha Pillai, )P• c:l. t. , p. 1178 and 
V:xsiami tran (a Tamil weekly , 2~2.1920 issue, 
p. 4, for evidence relating to vhettiar involvement 
in the export of rice from South India. The 
firm of Chockalingam Chetty was one of the major 
dealers Ui timber in the Madras Presidency. 
Cf. Somerset F~ayne, aouthern India - Its 
Histor ·:eo le commerce and Industrial 

esources London 1914-15 , pp. 64 -49. Jn 
examination of the account book of A.M. Chettiar 
firm (Moulmein) for the year 1919 revealed that 
on Nov. 11, 1919,120 tons of timber valued at 
Rs. 960 was exported from Moulmein in Burma to 
Puduvayal in the Ramnad district. ( I am grateful 
to Shri E.M. Chockalinga.m Chettiar r for having 
allowed me to consult the account book at his 
residence in Madras in June 1973.) A report 
entitled 11Madr as Salt Depot" in the Report and 
~rres§ondence of the SICC -, March 1914-F'eb-7~915 

p. 8 -95) provides interesting information 
regarding the virtual monopoly of the ·1,R • .AR.SM. 
Chettiar firm over the salt trade in Madras. 
See also Vysiamitran dated 6.8.1917, P• 3. 
While in the field of textile goods, there was the 
Chettiar firm of Ramaswamy & Co. Established in 
Madras in 190~this firm was engaged in both the 
wholesale and retail trade in textile goods. See 
Somerset F~ayne, op.cit., pp. 692-696. The . 
Mysore Cloth Store with its Head office in Konapatti 
and Tiruppai Khaddar Textiles are two of the 
many such instances of Chettiars involvement in the 
textile trade, see Oolian (a Tamil weekl;w 
published from Karaikudi); Chettiars also exported 
tobac'co from Ceylon to South India, see W.S. 
Weerasooria, o:p. cit._, p. 20. 
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Until 1930 Chettiar investment in Madras 

Presidency was, as a proportion of their total 

investments spread over the various south East ~ian 

countries, extremely small. Various attempts have been 

made to arrive at an approximate of the total working 

capital of the Chettiars, as also the country or 

region-wise distribution of this capital. Thus, 

according to the Burma Banking Enqui~ry Committee, 

out of their total working capital of Rs. 120 crores, 

only Rs. 1 crore was invested in Madras. 179 According 

to the estimate of A.Savirinatha JP;illai, &.ssistant 

Commissioner of Inco~tax, Southern Range, the total 

working capital of the Chettiars was Rs. 75 crores 

of which only Rs. 3 crores were invested in Madras. 180 

The Madras Banking Enquitfry Committee, while putting 

their total working capital at Rs. 75 crores, placed 

their investment in Madras Presidency at Rs. 6.5 crores. 

The turnover of this, according to the Committee, 

was as much as Rs. 11 crores. 181 Of these 

179. R,P.B.E.C.R., Vol. I, PP• 210-11. 
180. A. Savarinitha Fillai, op.cit., p. 1174. 

181. M,P.B.~.c.R., Vol. I, pp. 185-86. Estimates of 
their total assets have also been worked out by V.A. 
Seshacki Sharma, A.K. Chettiar and M.S. Natarajan. 
Their respective estimates are as follows : Rs. 200 
crores, Rs. 150 crores and Rs. 140 crores. See 
V • .&. Seshadiri Sharma, Nattukottai Nagarathar 
Varalaru (Tamil); A.K. Chettiar, 'Chetti~at" 
Nattilan Shingankale ~ Inum Urakkama?' 
in the Dhanavanikan, 1930 issue, p. 369; 
M.S. Nat:arajan, op. cit. 
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three estimates of Chettiar investment in Madras Presidency, 

. 1. "bl 182 that of the Madras Banking Enquiry Committee appears p ausl e. 
Significantly, the$e three estimates, howeYer divergent, do point 
to the fact that the investments of the Chettiars in the overseas 

countries far outweighed their investments in Madras. This 
question of the smallness of Chettiar investments in Madras 
Presidency has to be viewed in the light of the two factors 
already discussed, viz.{a) the lack of investment outlets in the 

field of' industry, foreign trade and organised banking, owing to 

182. The figures ot Chettiar working capital in the Madras 
Presidency as worked out by the Burma Banking Enquiry 
c6mmittee and A. savirinatha Pillai, viz. of Rs.1 crore 
and Rs. 3 crores respectively, seems to be grossly under
estimated in so· far as these estimates are largely based 
on investigation and assessment through the income-tax 
returns filed by the Chettiars; a major limitation of tbis 
method of estimation of the capital was- as admitted by 
A. Savirinatha Pillai himself - that "the Chettiars do not 
always produce their entire accounts before the tnco~~tax 
authorities but only some branch accounts". (A. Savirinatha 
Pillai, op.oit.,p.1172) Moreover, both the Banking Enquiry 
Committee and A.Savirinatha Pillai do not seem to have 
taken into account in their estimates the share of the 
Chettiar business firms not assessable for income-tax, as 
tor instance the Chettiar firms located in the independent 
principalji. ty ofi.Pudukottah. Exempted as they were from 
income-tax , these firms, however, conducted extensive 
business in Madras Presidency. One is also not very certain 
whether these estimates took into account the Chetti~ 
capital invested in the various industries and other modern 
incorporated enterprises, in trade and, finally,lhe income 
of the Chettiars ~rom zamindaris and other landed estates 
in their possession. 
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the EQropean hold over these sectors, 183 and (b) the emergence 

in the overseas countries of opportunities and outlets for 

the profitable investment of their capital. Along with this 

183. Apart from the diversion of Chettiaf capital from India, 
another factor indicative of the absence of outlets in 
the field of industry and trade etc. in the Madras Presid
ency under conditions of colonial rule was the investment 
of collosal amounts of Chettiar capital for such 
unproductive purposes as the construction of palatial 
buildings, construction and renovation of temples, gold 
and jewellery, marriages and other social and religious 
ceremonies. (See Somerset Plrqne, op, cit,. ,pp.496-497; 
A. ~avirinatha Pillai, op. cit,, p,1173;_ M. Chinn81a Chettia 
Address at Mahipalanapatti on 3.8._1911 entitled. 'Nattuk
ott.ai-yarin Visesha Kalan galum veena selavum' serialized 
in Vysiamitran. (See issues 14.8.1911, 21,8,1911, 
28,8.1911, 12.12.1911, 29.1.~912, 12 •. 2.1912, 26.2.1912, 
11•3.1912, 25. 3.1912, 8.4.1912); See SKNNIVM {Madras, 19()3) 
tor a detailed account of Chettiar contributions in the 
field ef religion. The importance of such conspicuous 
c.onsumption is highlighted by the figures provided by 
A. Savirinatha Pillai in his written ·ev:i'dence to the 
Madras Banking Enquiry;; Commit tee. According to Pillai, 
out of the total estimated,. assets of Rs. 80 crores, as 
much as 14t crores was dead capital in the frorm ot houses 
and jewellery alone. (A.Savirinatha Pillai, op. cit.p.~1173) 
As tor the amount spent by them on the construction and 
renovation of temples, on marriages and other_social 
ceremonies, the figures, though hard to come by, must 
have been equally collosal. Although such conspicuous 
consumption and unproductive investments can quite 
co~veniently be attributed to their trad•tional 
behavioural pattern, yet the fact remains that in the long 
run such invest¥ients~coilstituted•a W&$tage·of investible 
surplus, parti·cularly when we know that a number of 
Chettiars did invest heavily in industry when such 
epportunities came theif way in t?e post-1930 period, 
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can be considered yet another important factor, 

viz. the relative unprofitabili~y of their money

lending business in the Madras Presidency, particu

larly in comparison to those "blessed regions of a 

·very high interest rate," 184 i.e. Burma, Straits 

Settlements, Ceylon etc. The Chettiars, particularly 

those belonging to the lower and middle strata, 

were encountering even within the limited 

sphere of investment open to them in the Madras 

F.residency of financing agriculture and internal 

trade, impediments and difficulties which not only 

restricted their area of manoeuvrability but also 

hampered their existing business. This~h~ fact, 

would explain instances even as Jate as.Ll 9'20' s of 

Chettiars winding up their business in the Madras 

Presidency "with a view to divert the money abroad 

which is now found to be profitable." 185 I shall 

now cite specific instances to elaborate this point. 

Their banking or moneylending business, as stated 

above, was conducted with the help of borrowed capital 

of which a fairly sizable proportion came from the 

banks. It was the complaint of several Chettiars 

184. T .K. Du.raiswamy Aiyar, op. cit.,. p. 116. 

185. A. Savarinatha Fillai, op.cit., p.1176. 
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that the difference between the interest charged 

by the banks, particularly the Imperial Bank of 

India, on the loans provided to them and the interest 

subsequently charged by them (the Chettiars) 

to their debtors "in the conditions prevailing 

in the ;!?residency," 185was too small to give them 

a sufficient margin of profit. 187 It was alleged 

that the banks discriminated between the Marwaris 
' 

and the Chettiars on the question of interest on 

loans. While the former were given loans at the 

normal bank rate the J.a.tter had to PaY on these 

very loans an interest of 2% above the bank rate. 188 

!nother grievance of the Chettiars against the 

bankSw~s the banks' manner and mode of effecting 

sudden repayment of loans. Thus the Imp erial Bank 

of India, upon default of a loan, immediately issued. 

a general notification to this effect; upon this, 

a run was made on the Chettiars by their constituents 

and this was considered as disastrous to their 

credit system. The Chettiars therefore requested that 

a longer notice for repayment of loans be given 

to them. 189 

186. A. Savarinatha Pillai, Q.'P. cit., p. 1185. 

187. ibid.' p. 1185. 

188. ibid.' P• 1185. 

189. ~It{~~ • 
ibid., P• 1185 . ""' 



• 

80 

As against the easy and summary manner 

in which legal remedy was obtained and executive 

proceedings initiated against defaulting 

debtors i:g. the Federated Malay States -- which 

enabled the Chettiars to quickly come into 

possession of foreclosed land -- the legal and 

executive proceedings in South India were 

considered by the Chettiars to be.cumbersome and long 

drawn. 190 

One other factor which, in a sense, restricted 

the area of manoeurability of the Chettiars in the 

Madras Presidency was the competition encountered 

by them from sections of the North Indian business 

communi ties such as the Marwaris and Mul tanis. 

Evidence to this effect has been provided by ~. Sava

rinatha :E'illai. Writing about the blJ,siness of the 

Chettiars in Coimbatore he said, "In the coimbatore 

district •• there are about 100 Chettis doing business, 

(but) I understand that their financial operations 

do not touch the cotton market of Tirruppur which 

is entirely in the hands of Marwaris. 191 

Similarly, the decline in their (Chettiar) export 

trade in rice from Tanjore to Ceylon can partly 

be ascribed to »the entry in the field of Marwaris 

and Bombay Sai ts. "192 Both the Marwaris and Mul tanis 

190. A. Savarinatha Pillai, op.cit., p. 1183. 
191 • ibid. ' p. 11 78. 

192. ibid., p. 
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conduc-ted extensive business in the Madras 

J?resiQ.ency, particularly by financing the internal ,, 
trade. The capacity of these two business groups 

to raise capital was also enormous and to that extent 

they can be said to have had an advantage over the 

Nattukottai Chettiars. The latter: could not 

repatriate their accumulated capital from the 

overseas countries to India because remittances 

into British India were liable to be taxed" as 

business profits upto the limit of 4 years. 111 93 

On the other hand, the Marwaris and Multanis, 

through. their connections all over India came 

into possession of large quantities of funds. In 

the case of the Mul t anis , such funds were said 

to have come "mainly from the Bombay side." 194 

Moreover, as the major financiers of the internal 

trade of the ]?residency they were often accommodated 

on preferential terms by the European banks. The 

same privilege was often not extended to all the 

Chettiars. As a result, the Chettiars were unable 

to establish even in their limited sphere of 

investment in the Madras Presidency, the kind of 

dominance that they were success:f'ul in establishrtng 

in Burma, the Federated Malay States and Ceylon. 

193. A. Savarinatha Pillai, op.cit., p. 1180. 

194. T.K. Duraiswamy Aiyar, ou.cit., p. 114. 
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'. The -question of the smallness of Chettiar 

investments in the Madras Presidency,as also the 

outflow of Chettiar capital from India, assumes 

significance when seen in the light of the 

. t. d. d b 195 condl lOns lscusse a ove. 

Due to the lack of investment outlets 

in industry in the Madras F'residency, the policy 

of the colonial state of discouraging any inflow 

of Chettiar capital into India, and the relatively 

high profitability of investments overseas, 

fthe rnlettiars were disinclined to divert their 

moneylending and trading capital from the overseas 

! countries to India until 1930. 
I 

On account of the various factors listed 

above, the movement of Chettiar capital until 1930 

was generally in one direction ; namely, from 

British India to S.E. Asia and Ceylon. The reversal 

i~ the direction of this movement began in the 

1930's. The flow of Chettiar capital back from the 
countries 

oversea~to India. came about lrgely on account of 

195. It may be quite reli3onable to assume that had 
conditions in the Madra:~ Rresidency been 
more favourable for the investment of Chettiar 
capital, in spite of colonial rule, the 
extent of the outflow of their capital 
would have been considerably smaller. 
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(a) the creation of a suitable environment for 

investment in industry -- the result of a relative 

weakening of European hold over the economy, and 

(b) the ·changing economic end political condition 

in the various South East Asian countries, which 

made ·it less secure for the Chettiars to 

._;operate on their traditional line • 

• • 



CHAPTER II 
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ENTREPRENEURSHIP IN THE OVERSEAS 
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INTRODUCTION 

In view of the importance, in purely quantitative 

terms of Chettiar Investment in Colonial Countries of 

South and South East Asia yis a vis their investments 

in India till 1930 and also considering the significance 

of this accumulation of their capital in relation to the 

subsequent grovvth of modern entrepreneurship in this 

community from the early 20the century, it is proposed 

to examine, in the following section, in quite some 

detail, the participat~on of Chettiar Capital or more 

specifically the nature of Chettiar enterprise in the 

colonial Economies of Ceylon, Malaya, Burma from the ,., 

latter half of the 19th century. 

As stated in the last chapte~ Chettiar capital 

in South India began to seek outlets for investment 

outside India from around the early 19th century and 

was in almost all cases finding its way into such of 

those countries as were being opened up for colonial 

exploitation. It should be noted 'that this coincidence 

was by no means accidental. But the result of, as 

indicated in the last chapter, the lack of investment 

outlets in South India coupled with the emergence of 

profitable economic opportunities and outlets in the 

newly opened up areas of south and South East Asia, 

such as Ceylon, Malaya, Burma and Indo China. As bankers 

and traders, the Chetti?rs among other Asian entre

preneurs, visualized the prospects of good business and 

profits in these areas and hence migrated. 
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The movement of Chettiar Capital from the 

Madras Presidency to the Overseas Countries which 

commenced around the early 19th century was a process 

that continued well until the 20's of the 20th century. 

However within this broad period, two distinct waves of 

migration are discernible. The first of these commenced 

around the early 19th century and the second and the 

larger waveof migration commenced around the latter half 

of the 19th century; During the first phase, the 

Chettiars went over to Ceylon and Malaya and in these 

countries were concentrated mainly in the urban centres 

and port towns,where they were reported to have financed 

trade,besides engaging in trade themselves. 

The second and the more important phase of the 

migration of Chettiar Capital, commencing around the 

latter half and the last quarter of the 19th century, 

coincided with the opening up of some of the colonial 

areas of south and South East Asia for economic 

exploitation. Under this phase the areas to which 

they we,nt over in significant numbers included Burma, 

besides Ceylon, Malaya and Indo China. It was precisely 

during this phase that the Chettiar extended their 

operations extensively into the rural areas, with the 

help of a network of firins and apart from suppl.ying 

rural credit also financed internal trade and indigenous 

plantation agriculture. 
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The move~ents as well as the employment of 

Chettiar Capital in the Overseas areas was organised 

on very sound lines. Thus in the course of their 

migration, the Chettiars took with them a host of 
a 

institutions.af'litA\etwork of associations and methods . ·-.:: 
or forms of business organisation. These institutions and 

forms of organisation were in fact d,eveloped in response 

to needs of the particular economic opportunities that 

had arisen in the overseas areas. 1 These enabled them 

to maintain their identity and to function as a positive 

economic force. The first of th~se institutions, · ·>. :.::::~ 

was the 'Agency Firm'. As indicated in the last chapter 

the basic unit of Chettiar business was the 'firm'. The 

firm was held either solely by a Chettiar or in partner-

h . b f 0 h t . 2 s ~p y a group o ~ e t~ars. In either case the firm 

was represented in the overseas areas by an Agent or 

'Melal'. This Agency system was a peculiarly Chettiar 

institution. Though the Marwaris also operated through 

Agents, the system as devised and developed by the 

Chettiar was unique. Under this system the Chettiars 

of moderate means were appointed as Agents of Chettiar 

firm in the distant overseas areas for a period of three 

1. Shojirto, 'A Note on the "Business Combine" in India, 
with special reference to the Nattukottai Chettiars' 
The Developing Economies Vol.IV, No.3, Sept. 1966} 
p.371. 

2. The Principal firm was in most cases located in 
Ramnad district in Madras Presidency. See Allene 
Masters, 'The Chettiars in Burma - An Economic 
3urvey of a Migrant Community' Population Review 
Vol.I, No.I, JAN, 1957, p.25. 
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years. The salary of the Agent depended upon various 

considerations such as the distance of the Agency from 

their home towns in Ramnad district, the agent's capacity, 

the volume of business transactions shouldered by the 

agent etc. The salary of the agent was determined for 
L the whole period before the Agent took up his assQgnment. 

However only a part of the salary was paid to him as an 

advance. The balance was paid only when the agent's 

3 year tenure got over. If the Agent proved to be 

efficient and industrious and secured profits for his 

firm he was given a bonus of 10% of the profits. 3 Six 

months before the expiry of the Agent's term a new 

Agent was recruited and sent to the concerned Agency Firm 
' 

for a kind of probation. The old Agent, upon the expiry 

of his term either set out to do business independently 

or sought re-employment as an Agent with either the old 

firm or one of the other firms. The relation between the 

Agent and the principal, though they belonged to the same 

community, was somewhat like that of a debtor and 

creditor. The proprieto·r of the Firm kept in touch with 

the affairs of his agencies through infrequent visits and 
4 regular correspondence. The Agency Firm usually had 

an establishment of 5 to 6 persons. Besides the agent 

there was an Assistant or 'Aduthal', a cashier, an 

accountant and a few young apprentices,who while learning 

3. A. Savirinatha Pillai, Written Evidenc~, M.P.B.E.C.R. 
Vol. III, p.ll72. 

4. ibid., p.ll71. 
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the traditional business also helped the principal 

employees by running errands. 5 All these persons 

were recruited with great care and usual'ly belonged 
of 

to the relatively poore-l'"'seetiiOii_Lthe Chettiar community 

itself. 'This elaborate system of recruitment of 

personnel was .a hallmark of Chettiar entrepreneurship. 

One of the positive advantages of the Agency system was 

that it brought down the overhead charges of Chettiar 

business houses to a minimum, besides encouraging 

"honesty and devotion to work by the system of payment 
6 

by results 11
• 

The Chettiars like the Marwaris also developed a 

strong tradition of mutual accommodation and sodality. 

These trai.itions were particularly strong amongst the 

Chettiars in the overseas countries. Thus in places 

like Rangoon, Colombo, Penang, Singapore etc. they 

lived and congregated in the same street, set up a common 

temple and met regularly in a special building known as 

the 'Nagara Viduthi' for conducting important commercial 

transactions. 7 

Another special feature of Chettiar business 
the 

organisation was the manner in which they fixed_lNadappu 

or current rate of interest. Thus ,by tradiitional 

practice on the 16th day of every Tamil month, tne 

5. P.J. Thomas, 'Nattukottai Chettiars -Their Banking 
System' -~ja Sir Annamalai Chettiar Commemoration 
:Volume, ··p-.648. 

6. A. Savirinatha Pillai, M.P.B.E.C.R. p.ll70. 

7. P.J. Thomas, op.cit., pp.845-846. 
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leading Chettiars at Rangoon, Colombo, PeDang, Madras 

and other important centres assembled in either their . . ' 
temple or the Nagara Viduthi for determining the interest 

rate for that particular month beside~ discussing the 

general financial situation at that particular point of 

time. Each of them who had assembled would secretly 

intimate his figure. Thereafter one among them would 

make a note of all the figures and.the final rate of 

interest was arrived at by taking into account the supply 

and demand of capital among the Chettiars and in the 
8 unorganized money market as also the prevailing Bank rate. 

The rate so determined served as the basis for all 

transactions and calculations of other interest rates by 
9' 

the Chettiars for that entire month. Similarly the 

Chettiars, in the above mentioned place also met once 

every week to fix the 'Thavanai' or weekly interest rates •10 

Another institution which served to ensure spatial 

unity among the Chettiars in the early years of their 

activities was the caste panchayat. This oanchayat attached . , 
to their temple was composed of the Elders of the com~unity 

and adjudicated on economic and non-economics disputes 

amongst the members of the community. 11 

8. A. ~avarinatha Pillai, M.P.B.E.C.R., p.1172. 

9. Allene [;,lasters, q_,~.cit., p.24. 

10. A. ~avarinatha Pillai, M~£.3.g~c.~., p.1179. 

11. P.J. Thomas, 2P.cit., p.846; see also A. 3avarinatha 
Pillai, op!..ci"t!_, p·.1179. 



91 

5ome of the other features of Chettiar business 

organisation which grew and were developed in response 

to the peculiar needs of their business activities in 

the overseas areaswee2; the practice of establishing 

partnership firms vdth strong interlocking interest, 12 

the practice of inter Chettiar lending, the practice of 

forming groups for securing loans from commercial banks 

t 13 e c. 

Most of these institutions, practices and forms ·of 

business organisation, were developed either during the 

time of their migration to these overseas areas, or in the 

course of their activities in these places. Howsoever, in 

the ultimate analysis, they proved to be extremely advan~ 

tageous to the Chettiars in as much as it facilitated the 

creation of an extensive 'Resource group'. In short their 

capacity to mobilize capital resources was greatly enhanced. 

12. P.J. Thomas, op.cit., p.845. 

13. A. Savarinatha Pillai, QQ.cit., p.ll79. 
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Ceylon, presumably because of its proximity to 

the Indian mainland, was among the first overseas areas 

to which the Chettiars went in search of profitable 

outlets for the investment of their capital. However, 

in view of the conflicting available data, one is not 

quite certain about the exact period when the first batch 

of Chettiars went over to this island. V.A. Seshadri 

Sharma, in his book "Nagaratharu Varalaru", is of the 

opinion that they had gone to this island as early as 17301 • 

The 'Vysiamltran' of 19-3-1917 in its editorial entitled 

"Ilangayal Levadevi Thoyil" (Moneylending Business in Ceylon) 

expressed a similar view, though it did not specify the '· 

exact date or period of their migration; it said that the 

Chettiars had been conducting their money lending business 

even before the establishment of British rule in Ceylon2• 

Weerasooria, in his recently published book entitled 

"The Nattutottai Chettiar Merchant Bankers in Ceylon", is 

of the view that the connections of the Chettiars with 

1. V.A. Seshadri Sharma, Nattukottai Nagaratharu Varalaru 
(Madras, 1970) p. 100. · 

2. Vysiamitran (A Tamil weekly, published from Devakota) 
Ed.,S.T. Ramanathan Chettiar, see the 19-3-1917 ~ssue, p. 4. 
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Ceylon date back to the Dutch period (1656- 1796) or 

1 . 3 even ear ~er • As against the above views which hold 

that the Chettiars had migrated to Ceylon prior to the 

establishment of British rule, we have the opinion 

expressed by the Ceylon Chettiar Chamber of Commerce 

that it was only in 1820 that the Chettiars, for the 

first time, went over to the island4• 

The only possible way of reconciling this contra

dictory data is to distinguish between the organised and 

the unorganised migration of Chettiar capital from South 

India to Ceylon. The proximity of Ramnad to Ceylon, as 

also their age old traditions of overseas trade, should 

explain the movement of the Chettiars to Ceylon even 

during the Dutch rule. However, owing to the monopolistic 

trade policy of the Dutch, which prevented free trade 

both internal and external, their activities, it is said, 

were circumscribed5• In view.of this fact, it would 

3. W.S. Weerasooria, The Nattukottai Chettiar Merchant 
Bankers in Ceylon TSri Lanka, 1973), p., XIV. 

4. Chettiar Chamber of Commerce, Colombo, 'Ilangayal 
Nagaratharkalin Theyva Thirupani' (Tamil) in 
Sri Kasi Nattukottai Nagara Chathiram Nutranda 
Viya Malar; hereafter referred to as Chettiar Chamber 
of Commerce, Colombo, SKNNNUM. (Souvenir to Commemorate 
the Centenary of the founding of the Nattukottai 
Chettiar's Pilgrims Rest-house at Banaras) 
(Madras, 1963), p.140. 

5. w.s. Weerasooria, op.cit., p.XIV. 



appear that their commercial involvement in the 

pre-British period was not of much significance. 
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It was really with the establishment of 

British rule ove'r the island, followed by the lifting 

of the restrictions on internal and external trade 

and the gradual opening up of the country, that the 

Chettiars found profitable opportunities for the 

employment of their capital6• Thus, the view of the 

Chettiar Chamber of Commerce that the Chettiars had 

gone over to Ceylon only in 1820 is very likely a 

reference to the more organised migration of Chettiar 

Capital in modern times. Though the above article 

does not as such specify, it is possible that the 

first Chettiar firm in Ceylon was established in 18207 • 

Though one is handicapped by the lack of 

sufficient data to probe deeply into the question of the 

evolution of Chettiar business in Ceylon over a span of 

a little more than a century starting from 1820, yet the 

limited available data does lend itself to a definite 

pattern. It clearly shows the manner in which the 

Chettiar firms in Ceylon responded, adjusted and adapted 

their business in the field of indigenous banking and 

trade to changing economic conditions. With this broad 

6. W .s. Weerasooria, op. cit., p. 20. 

7. Chettiar Chamber of Commerce, SKNI~, p. 140. 
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framework serving as a backdrop, one can conveniently 

examine Chettiar activities in Ceylon under three 

broad phases, namely 1820 to 1860, 1860 to 1925 and 

1925 to 1929/30. 

The first phase, i.e. 1820 to 1860, shall be 

dealt with rather briefly, partly because it is outside 

the period of our study and partly on account of a 

paucity of sources of information for this period. 

During this phase Ceylon had as yet not assumed the 

role of the classic export oriented plantation economy. 

In other words, Ceylon, though in the process of, was 

as yet not fully integrated and assimilated into the 

world capitalist system. This came about only with the 

development and maturing of the coffee industry in the 

post-1850 period8• The coffee industry was, during the 

first phase, still in its infancy, and among the chief 

products exported during this period to U.K. and Europe 

by the European merchants were Cinnamon, Coconut oil, 

Coir and a little Coffee. The imports consisted 

principally of grain from India, which was being handled 

almost entirely by the Chettiars9 • There was during 

8. B. Bastianpillai, "From Coffee to Tea in Ceylon -
The Vissicitudes of a Colonial Plantation Economy." 
The 9~ylon Journal of Historical and Social Studies, 
Vol. 7, No. 1, Jan.-June 1964, pp. 45-47. 

9. H.D. Andree, "The Progress of Banking in Ceylon," 
in A.M. Ferguson's Ceylon Directory, 1876-78; quoted 
in W.S. Weerasooria, op.cit., p. 26. 



96 

this period an absence of modern commercial banking 

institutions, and the demand for credit was to a large 

extent met by the Chettiars10• 

Until the establishment of the European owned 

joint-stock banks in the latter half of the 19th century, 

the Chettiars were considered to be the major bankers 

of the island and in this capacity exerted, for a while, 

a powerful financial influence in the island. Their 

role as financiers assumed importance principally on 

account of the peculiar exchange problem of Ceylon during 

this period, which was one of meeting her trade deficit 

vvith India in rupees out of a receipt of excess sterling 

earned from her exports to England and Europe. Thus, 

sterling had to be converted into rupees11• It was this 

vital function that was being performed by the Chettiars. 

Utilising their connections in South India, the Chettiars 

were able to arrange for remittances to and from India. 

As the Chettiars had a virtual monopoly over this business 

of discounting sterling bills into rupees, almost all 

the European merchants had dealings with them. 12 

There is also evidence that along with this money 

changing business, the Chettiars were also directly 

engaged in the internal and external trade of Ceylon. 

10. w.s. Weerasooria, op.cit., p. 26; See also, 
D.M. Kannangara, "Formative Influences in Ceylon's 
Banking Development," C.J.H.s.s., vol.3, No. 1, p. 83. 

11. Compton Mackenzie, Realms of Silver - One Hundred 
Years of Banking in the East (London, 1954), p. 90. 

12. w.s. Vleerasooria, op.cit., p.26. 
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The above specimen document is a receipt for the freight 
paid by a Chettiar for shipment of rice from Calcutta to 
Galle in Ceylon, dated 20 August, 1895. 



Particular! y noteworthy in this context is the 

importation of rice by them into Ceylon13• As 

stated earlier, this rice was procured and shipped 

from Bengal by the Chettiar business houses14• 

Rice was also secured from the Tanjore area of South 

India15 • The importance of the rice trade of the 

Chettiars is brought out by the fact that the 
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European merchants paid large sums of money to the 

Chettiars for the rice brought by them16 • There is 

also evidence that the Chettiar finances were utilised 

in transporting the little native coffee that was 

produced from the interior to the principal trading 

centres of Ceylon17 • There is also evidence that 

the Ghettiars conducted, particular! y in Colombo, 

13. 

14. 

15. 

16. 

17. 

Chettiar Chamber of Commerce, Colombo, SKNNNVM, p. 140. 
According to this source, the Chettiars had been 
conducting this business since as early as 1820. 

Somalay, "Calcutta", SKNNNVM, p. 41; see also, 
A. Savarinatha Pillai, Written Evidence, 
M.P.B.E.C.R., Vol. III, 1929, P• 1170. 

A. Savarinatha Pillai, M.P.B.E.C.R., P• 1170. 

John Capper, Old Ce~lon Or Sketches of Ceylon Life 
in the Olden Times Colombo, 1877), quoted in 
w.s. Weerasooria, op.cit., p. 16. 

Ibid., p. 16. 
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a large business in raw cotton. This lucrative branch 

of Chetti trade, however, went out of their hands with 

the shifting of the whole trade to Tuticorin and the 
18 abolition of the cash advance system • So significant 

was their involvement in trade that it was said that 

"by the middle of the 19th century, the greater part of 

the Indo-Ceylon trade and the internal commerce of the 

island was either in their hands or at least largely 

financed by them. n19 It is unfortunate that little else 

is known of their activities during this phase. We have 

no data on the number of firms that were operating in 

Ceylon, or the total working capital employed by them. 
the 

From the 1860's.(colonial economy of Ceylon enters 

a new phase, a phase which witnessed the .rise and growth 

of the plantation economy. Ceylon was hereafter cast in 

the role of producing certain specialised primary products 

such as coffee - and when the coffee industry declined 

owing to a blight towards the '80s of the 19th century -

tea, rubber, coconut and its _by-products, and of exporting 

the same to London and Eu·rope. 20 In retum the Ceylonese 

market was flooded with British manufactured goods. These 

plantation industries were largely developed with British 

18. John Capper, Old Ceylon, quoted in Weerasooria, 
op.cit., p. 16. 

19. W~S. Weerasooria, op.cit., p. xiv. 

20. D.M. Kannangara, op.cit., p. 82. 



capital and were also under British ownership and management. 

d f - th - d" 21 The cheap labour ·was, however, importe - rom ~ou ln la. 

The energies of the British capitalists were, in the 

beginning of this phase, directed towards developing the 

coffee plantation industry. By 1870, the peak period of 

the coffee industry, coffee had become the mainstay of the 

economy. Coffee exports were the chief source of national 

income and a large section of the population and numerous 

occupations came to depend on the coffee crop. 22 

Banking development in the island was closely 

conditioned by the above enumerated pattern of economic 

growth. With the large inflow of British private 

capital into the plantation industries by the middle 

of the 19th century and the consequent growth in foreign 

trade, there arose a need for organised banking and 

exchange facilities. 23 The European commercial banks, 

which made their appearance in the island during this 

period, were in fact the branches of well established 

British banks whose operations straddled across many 

colonial territories. 24 

21. D.M. Kannangara, og.cit ... u p.82. 

22. B. Bastianpillai, oo.cit., pp.47-48. 

23. J. Ferguson, Ceylon in 1893 (London & Colombo, 1893), 
p. 27; see also, D.M. Kannangara, op.cit., p.83. 

24. D.M. Kannangara, op.cit., p.83. 
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The Bank of Ceylon (estd. 1841) was among the 

first European exchange banks to be established in Ceylon. 

This bank, however, failed very soon as a result of the 

coffee crisis that hit the island in 1848, and it was 

succeeded by the Oriental Banking Corporation. 25 There

after the Chartered Mercantile Bank and the Bank of Madras 

opened a branch each in Ceylon in 1854 and 1867 

respectively. 26 Like the European banks elsewhere, 

those in Ceylon also were principally concerned with the 

financing of the foreign trade of the island. 27 

Under these changed circumstances and conditions 

the Chettiars found that they could no longer enjoy their 

former.~ pre-eminent position, and hence they very soon 

adjusted and rea.ligned their business to the new 

conditions. With the emergence of the European banks the 

function of discounting sterling bills passed away from 

the hands of the Chettiars and they also lost their 

earlier dominant position as major suppliers of credit 

to the European merchants in Ceylon.28 

25. Compton Mackenzie, op.cit., p.l4. 

26. ibid., p.90; see also, Weerasooria, oo.cit., p.20. 

27. Vysiamitran, 19-3-1917, p. 4 & 25-12-1916, p. 4; 
see also, D.M. Kannangara, op.cit., p.91. 

28. W.S. Weerasooria, op.cit., p.27. 
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·They however made up for this loss by directing 

their activities and operations to newer areas. Thus, 

in the field of indigenous banking the Chettiars began, 

from '60s of the 19th century, the financing of the 

internal trade of Ceylon, the Ceylonese agriculturists, 

non-European plantations of coffee, coconut and later 

tea and rubber; 29 in the field of trade and commerce, 

in addition to importing rice, they also, during this 

period, began to deal in tobacco, cotton goods and 

other British merchandise. 30 

The available evidence suggests that there were, 

in the 1870's, approximately 150 principal firms of the 

Chettiars in Colombo, with their branch firms located in 

Galle, Kandy, Gampola, Badulla, Haldumulla, Ratnapura 

etc. 31 These firms, in addition to the money lending 

business, were also engaged in trade and commerce. Rice, 

apart from being the most important of the commodities 

in which they traded, was also the commodity in which 

they traded the longest, viz. 1820-1920. Making good 

use of their connections with their sister concerns in 

Calcutta, Burma and the Madras Presidency, they were 

able to secure large shipments of rice to Ceylon. So 

much so that they had a virtual monopoly over this trade 

and in fact tended to profiteer in times of scarcity. 

29. -vysiamitran, 19-3-1917, p. 4; see also, 
W .s. Weerasooria, op. cit., p. 28. 

30. J. Capper, Old Ceylon, quoted in w.s. Weerasooria, 
op.cit., p. 16; see also, Weerasooria, £Q.cit., p. 20. 

31. J. Capper, Old Ceylon, quoted in Weerasooria, 
op.cit., pp. 15-16. 
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In 1876-77, when rice was in short supply owing to 

famine conditions in India, it was said that the 

Chettiar rice importers tended to profiteer at the 

expense of the planters and the Ceylonese. 32 Similarly, 

in 1914-18, taking advantage of the temporary scarcity 

of rice following the imposition of rice control, quite 

a number of Chettiars, particularly those from the 

Tirupattur area, were reported to ha.ve earned fortunes. 33 

According to the evidence of A. Savirinatha Pillai, 

submitted to the Nladras Banking Enquiry Committee, 

numerous Chettiars from the Tirupa ttur area "who were 

worth nothing before the war were found to possess 

surpluses of 10 lakhs or over after the termination of 

the rice control. 1134 HovJever, by 1920, this important 

and lucrative branch of their business in Ceylon began 

to decline. The "Vysiamitran" of 2-2-1920 attributed 

the decline of this business to the restrictions imposed 

by the Government on the trade. These restrictions 

included price control on rice and discriminatory 

railway and shipping-line freight rates. 35 

Besides rice, the Chett iars were reported to 

have also traded in coffee, tobacco, cotton, and 

other British manufactured goods. ~orne of the Chettiar 

firms, it was said, traded in all these com~odities, 

32. B. 3astianpillai, oo.ci't •. , p. 48. 

33. A. Savirinatha Pillai, M.P.B.E.C.R., Vol.III, p. 1179. 

34. ibid., p. 1175. 

35. Vysiamitran, 2-2-1920, p.4. 



but general! y the cloth merchants, or piece-goods 

Chettiars as they were known, would not deal in 

other articles, while the rice merchants were said 

to have traded in coffee; 36 some of the larger 

Chettiar firms even possessed fleets of ships for 

conveying goods from Ceylon to India and India to 

Ceylon. 37 There is also the interesting case of 

one Ramanathan Chettiar entering into a partnership 

with five other Chettiars and acquiring all the opium 

licenses in the island during the period 1908-09. 

Ramanathan Chettiar also had the monopoly of importing 

opium into Ceylon from Ca1cutta. 38 

In this context, it is significant that nowhere 

else as in Ceylon did the Chettiars to such an extent 

pursue trade either solely or as an adjunct to money

lending. The possible reasons, since precise quanti-

fication is difficult, for this relatively greater 

invoWement of the Chettiars in trade in Ceylon as 

compared to the Chettiars elsewhere, could be that 

during the first phase of their activity (1820-1860) 

the Chettiars found investment in trade relatively 

36. J. Capper, Old Ceylon, quoted in Weerasooria, 
OR. Cit • , p .15 • -

37. W.S. Weerasooria, op.cit., p.20. 

38. ibid. L p.142o 



more profitable than moneylending. This question 

cannot, however, be fully answered without carrying 

out a detailed study of the relative profitability 

of investment in trade and moneylending during this 

period. Secondly, given that the plantation economy 

had not fully developed and matured until the 1850's, 

it is possible that the demand for credit was not 

great enough to necessitate an expansion of their 

moneylending business. 

Having once entered and invested in trade in 

the period 1820-1850, it was perhaps far easier for 

them to continue with it in the latter phase than 
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would have been the case otherwise, i.e. if the initial 

investment had been in the field of moneylending. 

This is corroborated by the fact that the Chettiars 

in Burma and Malaya commenced their activities in the 

field of moneylending, and though some of them did 

succeed in branching of to trade and other fields of 

economic activity, the large majority of them stuck 

to moneylending. 

Yet another possible reason for the relatively 

greater involvement of the Chettiars of Ceylon in the 

field of trade may have been the lack of .stiff compe

tition from the Ceylonese and non-Chettiar Indian 

traders, which was not the case in Burma and Malaya. 

The proximity of Ceylon to South India, and hence the 



relative ease in transporting goods between these 

places, may have been another contributory factor. 
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Unfortunately for the period 1860-1925, for 

want of data, we have no means of knowing the volume 

of Chettiar capital invested in trade or even in 

moneylending. 

Turning to their moneylending business we find 

that it was during the phase 1860 to 1925 that the 

Chettiars began to extend their operations in this 

field in response to· the increasing demand for credit 

from the Ceylonese, to the large majority of whom the 

exchange banks were inaccessible because of the stiff 

standards of credit-worthiness laid down by them. 39 

Moreover, bank lending was basically geared to the 

financing of the foreign trade of the expatriate finns 

in the island. 40 In view of these circumstances, the 

Chettiars, with the help of the large pool of capital 

at their disposal and the well-organised network of 

firms straddling the island, provided the answer to 

the increasing indigenous demand for credit both in 

the urban and rural sectors of the island. 

In the rural sector the Chettiars were a source 

of credit to the large number of Ceylonese having small 

coffee and coconut holdings. 41 Along with coffee the 

39. D.M. Kannangara, op.cit., p. 90. 

40. ibid., p. 91; see also, Vysiamitran, 19-3-1917, p. 4 

41. Weerasooria, op.cit., p.28! 
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coconut crop was, from the latter half of the 19th 

century, gaining importance as an export item. In 

1960 it was estimated that coconut occupied about 

2,00,000 acres of land. By 1900 it occupied as much 
42 as 6,00,000 acres. Coconut, unlike coffee and tea, 

was was essentially a peasant product, grown in small 

holdings, requiring relatively less capital investment 

and care than coffee. 43 

There were, besides the large scale European 

coffee plantations, numerous small coffee holdings 

under the ownership of th~ Ceylonese. The finances 

that were required for the initial investment in these 

Ceylonese coffee and coconut holdings was, to a large 

extent, provided by the Chettiars. 44 In the 1870's 

it was said that some of the large Chettiar firms had 

given out advances of as much as 50,000 pound-sterling 

42. S_. Rajaratnam, 11 The Growth of Plantation Agriculture 
in Ceylon 1886-1931 11

, C.J.H.S.S., Vol. 4, No. 1, 
Jan.-June 1961, p. 9. 

43. ibid.' p. 9. 

44. Memorandum of Ceylon Nattukottai Chettiar's 
Association submitted to Ceylon Banking Commission, 
quoted in W.S. Weerasooria, op.ci~, p. 52. 
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in cash and rice to the planters. 45 In addition to 

providing credit to estate owners, the Chettiar firms 

in the interior areas extended credit to petty dealers 

and middlemen. 46 

In the urban areas the Chettiars were said to be 

an important source of credit to retail merchants, coconut 

millers, arrac renters and the Ceylonese importers and 

exporters. The traders and businessmen were generally 

provided with short term loans on promissory notes 

payable on demand or on notes supported by immovable 

property. The duration of these loans was between one 

and three months •. The long term loans, secured generally 

by the owners of the estate and other holdings were 

advanced on the mortgage of land holdings. The rate of 

interest for both short and long term loans, depending 

on the security offered, was said to have varied between 

15% and 84%. 47 

The Chettiar firms during this period also did 

an extensive business in discounting the bills or hundis 

of the traders. According to A. Savirinatha Pillai, 

as many as 5o% of the Chettiar firms in Ceylon did this 

kind of business. 48 Under this transaction Chettiars 

advanced money to traders on bills which ran from one 

45. 

46. 

47. 

48. 

J. Capper, Qld Ceylon, quoted in Weerasooria, 
OQ..cit., p. 16. 

w.s. Weerasooria, op.cit., p. 28. 

Ibid., p. 29. 

A. Savirinatha P"llaJ.· M P BE C R 
). - ' • • • • • l • ' p .1117. 



to four months. The bill bearing the endorsement of 

another Chettiar was subsequently brought to the 

commercial banks and discounted. 49 

Thus, through this business an indirect 

relationship came to be established between the Chettiar 

firms and the European banks. A more direct relationship 

between the banks and some of the large Chettiar firms 

was the short term loan provided by the former to the 

latter. 50 While in the p·re-1860 phase the Chettiars had 

carried on the business entirely with their own capital, 

in the post-1860 period, with the enormous growth in 

their moneylending business, this additional supply of 

capital made available to some of the firms by the banks 

was of great importance. This arrangement was convenient 

to the banks since it solved the problem of the utili

zation of surplus funds. In fact, as the Ceylon Banking 

Commission put it, "with some of the exchange banks the 

Chetty business formed a subsidiary branch of activity 

to utilize their surplus funds when there was no scope 

to employ them for short periods. n51 The duration of 

' ·-..>, ., _;._•_ --- -··- ~"" "' , ... , 

49. Arnold Wright, ed., Twentieth Century Im2ression 
of Ceylon, quoted in Weerasooria, op.cit., p. 25. 

50. w.s. Weerasooria, op.cit., pp. 28-29; see also, 
Arno~d Vlright,~ op.cit., quoted in Weerasooria, 
op.c~t., p. 2~.-------

51. Ceylon Banking Commission R~ort, Vol. I, para 293, 
quoted in Weerasooria, OQ.c~t., pp. 28-29. 



the loans extended by the banks to the Chettiar. firms 

were on a short term basis, ranging from one to three 

months. 52 
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In advancing these surplus funds the banks were 

governed by certain well defined procedures which pre

cluded a large number of the smaller Chettiar firms 

from- being obliged by the banks. In order to be 

accommodated, the Chettiar firms had to initially 

provide large securities along with recommendations and 

references from Madras. 53 Alternat~vely, the banks were, 

in this respect, governed by the tt list of the Chettiar 

firms in Ceylon which was prepared by the Head Office 

of the 1 Imperial Bank of India 1 • n
54 

Similarly, the limits to the advances to be made to the 

Chettiar firms in Ceylon were also invariably fixed by 

the Head Office of the bank. This was because the 

Chettiars borrowed not only in Ceylon but also in India, 

Burma, Malaya etc., and therefore, in advancing loans, 

the banks had to determine the total risk they had to 

take on each individual Chettiar or Chettiar firm. 55 

Once these conditions were fulfilled, the banks were 

52. Weerasooria, op.cit., p. 33. However, these loans 
were for all practical purposes of a much longer 
duration since the Chettiars borrowed from different 
banks and as the date of repayment varied from bank 
to bank, they could very conveniently borrow from 
one bank to repay the other (Weerasooria, ~£Jt., p.34.) 

53. Ceylon Bankin~ Commission Rgport, Vol. II, quoted 
in Weerasooria, op.cit., pp. 29-30. 

54. Weerasooria, oo.cit., p. 34. 

55. ibid., P• 34. 
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prepared to make advances even without much security, 

as was generally the case until the 11Chetty Crisis of 

1929 11 • These advances were taken by means of overdrafts, 

promissory notes and time notes. The maximum amount 

given to a Chettiar by the bank "at a particular point of 

time was about Rs. 2 lakhs. 56 The rates of interest 

charged by the banks on such short term advances was 

usually 2% to 3% above the normal bank rate, which in 

those days varied between 5% and 6%. 57 

The funds so obtained by the Chettiars were put 

to several uses. Under the system of inter-Chettiar 

lending they were made available to those Chettiar fi:rms 

who did not have access to the banks; it was re{ent to 

their various Ceylonese clients as short term loans; 

it was also used for financing their rice imports into 

Ceylon. Over and above a 11 this it was sometimes 

transferred to their sister concerns in Burma and Malaya. 58 

The importance of this additional supply of working 

capital is seen from the fact that behveen 1900-1925 the 

banks, on an average, advanced loans to the Chettiars to 

the tune of about Rs. 25 million. 59 

56. w.s. Weerasooria, op.cit., p. 33 • 

57. • l • d 
~Q.J.;__., P• 29. 

58. ibid., p. 36. 

59. ibid., p. xv. According to Iv1r. Tambyah, who vvas the 
deputy-shroff of one of the exchange banks between 
1913-25, the peak figure of such advances was Rs. 30 
to 40 million. {Evidence before Ceylon Banking 
Commission, quoted in ':leerasooria, oo.cit., p. 33.) 
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was 

The period 1860-1925,j~n the whole, the peak -
period of Chettiar business, as is indicated by the 

enormous grovrth in the number of Chettiar firms operating 

in the island. Between the 1870's and 1916 there was 

very nearly a fivefold increase in the number of Chettiar 

firms in Ceylon, viz. from 150 to 700. 60 According 

to the "Vysiamitran" of 25-12-1916, of the 700 Chettiar 

firms in Ceylon, as many as 50% of them conducted money

lending while the remaining were engaged in a variety 

of trades and commerce. 61 

However, the money lending business of the Chettiars 

appears to have suffered a setback around 1918 as a result 

of the promulgation of a moneylendin,g ordinance in that 

year. The ordinance, preceded by a regulation, sought to 

fix a ceiling on the rates of interest that could be 

charged on moneylending transaction. 62 Expressing its 

resentment on the regulation the "Vys iami tran", in its 

editorial of 25-12-1916, said that not even one of the 300 

Chettiar firms in Colombo had been taken into confidence 

before the introduction of this regulation. The editorial 

further stated that in passing the regulation the government 

had failed to take note of the contribution of the Chettiars 

to the etonomic development of the island. The editorial 

added that while the European banks had been principally 

. 
60. Vysiamitran, 25-12-1916, p.4. 

61. ibid. , p. 4. 

62. W.S. Weerasooria, op.ci~., p.l56. 
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concerned with the financing of foreign trade, it was the 

Chettiars who had financed the internal trade and met the 

vast indigenous demand for credit. In its conclusion, the 

editorial stated that if the regulation was strictly 

enforced a number of Chettiars operating in Ceylon would 

h t 1 d th . b . 63 ave o c ose own e1r us1ness. 

For want of data we are unable to ascertain 

precisely the effect of the ordinance of 1918 on their 

moneylending business and foll~~ing it closely, the 

effect of the set-back to their rice trade in 1920. 

The available inferential evidence, howev'er, tends to 

suggest that there was not any major crisis in their 

overall business on account of these setbacks. Had it 

been so it would have been reflected in the available 

figures relating to the number of Chettiar firms during 

the period 1916-25. As it is, the total number of Chettiar 

firms increased rather than decreased. It increased from 

700 in 1916 to well over 800 by 1925~4 Moreover, in 

view of the fact that the Chettiars were engaged in 

diverse fields as mill owners, transport agents, general 

merchants, exporters of curry stuff, etc.~5 one would be 

inclined to believe that the Chettiars overcame whatever 

setback there was to their rice trade and money lending 

63. Vysiamitran, 25-12-1916, p.4. 

64 •. w.s. Weerasooria, op.cit.~ p.23. 

65. ibid., p.22. 



Year 

1921 

1922 

1923 

1924 

1925 

1926 

1927 

1928 

1929 

1930 

1931 

TABLE NO. 3. 

_A Vl~~-~fr_iO~J3.3i~~_f. PR~CE OF _CEYLON PRODUCE 

(Colombo Market Prices) 

----·-----·----· ---
Rubber 

(per lb) 
Rs. cts. 

Tea 
(per lb) 
Rs. cts. 

----------·-·---------
Copra 

(per cwt) 
Rs. cts. 

Desicated 
coconut 
(per lb) 
Rs. cts. 

Coconut 
oil 

(tons) 
Rs. cts. 

----------·-------·------·--·--·--·---
-52 

-53 

-88 

-75 

1-73 

1-21 

-95 

-55 

-52 

-27 

-14 

-71 

-85 

1-02 

1-04 

-96 

-99 

-94 

-85 

-81 

-75 

-37 

87-16 

78-52 

87-61 

85-42 

80-36 

79-40 

76-88 

76-22 

64-47 

52-36 

35-06 

-26 

-22 

-24 

-22 

-20 

-20 

-19 

-16 

-16 
-13 . 

-10 

629-03 

538-13 

584-05 

574-11 

543-17 

539-36 

491-73 

489-02 

412-33 

351-63 

251-52 

----------------

Cocoa 
(cwt) 
.Rs. cts. 

28-,23 

37-77 

35-71 

33-30 

33-17 

30-41 

52-22 

58-89 

53-46 

37-51 

29-71 

5ource s. Rajaratnam 'The Growth of Plantation Agriculture in Ceylon, 
1886-1931', Th~_9e~o~ou~al 2f Histori~al and Social St~~ies, 
Vol. 4, No.1, Jan-June 1961, p.l8. 
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business by diverting their capital to one or the other areas 

of investment. At any rate, 1925 marked the end of the 

prosperous years of Chettiar business activity in Ceylon. 

The period 1925-30 was marked by a gradual worsening of 

the economic conditions of the island. Commencing from 1925, 

there was a steady decline in the prices of tea, coconut and 

its products, and rubber, until they slumped to almost rock

bottom level in 1930-31, 66 as is shown in Table No.3. 

Thus, the island's prosperity was dependant upon the 

income derived from exports of tea, coconut and rubber which 

together constituted about 90% of her exports67 (See Table No.lfJ. 

On the other hand, Ceylon's proportional contribution of tea, 

rubber and coconut to the total world output was relatively 

small viz. 25%, 9% and 25% respectively. 68 • 
The heavy 

dependance of Ceylon upon the world for marketing these three 

principal commodities, and the smallness of its share of the 

total world output, made these commodities extremely vulnerable , 

to price fluctuations, and hence the alternating periods of 

boom and depression in Ceylon. This instability inherent in 

"the economic structure of the country was forcibly revealed 

with the onset of the depression." 69 

66. S. Rajaratnam, op.cit., p.l8; see also, Colonial 
Reports, Annual No.l732, Annual Report of the Social 
and Economic Progress of the People of Ceylon, 1934 1 
(London, 1935), p.58 and p.59. 

67. s. Rajaratnam, op.cit., p.l8 & p.20. 

68. ibidu p.l6. 

69. Colonial Report, 1934, op.cit., p.52. 



" 
TABLE NO. *· 

EXPORT TRADE PeRCENTAGE OF TOTAL VALUE ~921-29 

• 192.!: 192~ 1923 1924 1925 1926 1927 1928 1929 

Areca nut 1.3 1.1 1.1 
Cinnamon 1.1 1.3 
Cocoa 1.1 1.0 
Coconut and 
manufactures: 
Desicated coconut) 10.4 6.8 6.5 5.7 3.8 3.4 4.6 5.1 2.9 
Coir ) 

1.1 1.3 1.4 1.2 1.2 1.1 ) 
Copra ) 9.5 9.7 5.2 8.0 7.8 7.8 7.1 8.1 6.5 
Coconut oil ~ 5.9 5.0 4.0 4.1 3.4 3.1 3.7 4.9 4·.4 
Rubber 21.0 22.4 17.9 37.6 36.6 36.6 28.9 20.6 22.9 
Tea 43.9 49.0 52.9 55.8 40.5 42.3 40.6 51.3 50.4 
Slpecie gold 4.0 
Others 8.1 6.2 6.6 7.1 6.9 6.7 6.0 7.7 6.8 

Source Colonial ~epo~ts- Annu~l No~1507, Ceylon, Report for 1929, 
Printed in Ceylon & London, Published by His Majesty's 
Stationery Office, 1930, p.107. 
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Tha economic crisis that overtook Ceylon from 

the mid 20's ofthe 20th century was a reflection of the 

basic instability inherent in a colonial economic structure 

that had been integrated into the world capitalist system. 

It was under these conditions that from 1925 onwards 

Chettiar business operations began to shrink rapidly. The 

first of these setbacks wa~ the failure in 1925 of the 

famous ARARSM Chettiar firm and a number of other smaller 

f . 70 lrms. The failure of these firms can largely be 

attributed to the rather sudden adoption of a restrictive 

credit policy by the banks. 71 This sudden change in the 

bank policy was, however, only a reflection of the changing 

economic situation. As stated above, by 1925 the prices of 

tea and coconut had begun to fall, consequently the banks, 

anticipating "depreciation of the securities in their hands" 72 

began to recall all outstanding loans. Being unable to 

meet the sudden pressure put on it by the bank, the AAARSM 

firm (conducting extensive trading and moneylending 

business in Ceylon and India) collapsed and dragged down 

70. Weerasooria, op. cit. , p. 38. The ARARSM firm was a 
partnership firm held by three Chettiars with its 
principal business in South India and branches in 
Ceylon. 

71. Memorandum of the Ceylon Nattukottai Chettiars 
Association to Ceylon Banking Commission, quoted 
in w.s. Weerasooria, op.cit., p.l27. 

72. l~emorandum, Chettiar Association, quo.ted in 
Weerasooria, op.cit., p.l27. 
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with it several other smaller Chettiar firms. The firm, 

heavily in debt both in India and Ceylon, was consequently 

declared insolvent on June 22nd 1925. It was found that 

while the assets of the firm in India were 8~ lakhs its 

liabilities were as much as 37 lakhs ~ Siroilarl y, while 

its assets in Ceylon were around Rs. 1~ lakhs its 
73 liabilities amounted to Rs. 17 lakhs. 

The failure of the ARARSM firm revealed a number 

of malpractices indulged in by this firm for enhancing 

its credit with the banks, private individuals and the 

business houses which had been depositing money and 

giving credit to the firm. Upon further enquiries it 

was revealed that some of the other Chettiar firms were 

also guilty of similar practices. The banks found that 

"many of the securities offered to them by the Chettiars 

were not safe and ••• adequate. 1174 This ala:rmed the 

banks which decided to not only revise the securities 

on which they had all this while been making advances, 

but to altogether suspend credit facilities to the Chettiar 

firms and to recall all outstanding loans. 75 This caused 

73. W.S. Weerasooria, op.cit., p.38. 

74. Ceylon Banking Commission Report, Vol. II, p.253, 
quoted in Weerasooria, oo.cit., p.38. 

75. According to the Ceylon Chettiar Association, 
during this period the Imperial Bank of India 
reduced its advances to ·the Chettiar firms from 
Rs. 75 - Rs. 100 lakhs to Rs. 6 lakhs. (Memorandum 
of Chettiar''s Association to Ceylon Banking 
Commission, quoted in Weerasooria, op.cit., p.39.) 
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a chain reaction, with the larger Chettiar firms putting 

pressure on the smaller firms, the latter in turn putting 

pressure on their Ceylonese debtors. The strain of the 

sudden and unexpected pressure from the banks was too 

much for some of the moneylending firms to sustain, and 

resulted in what came to be known as the "Chetty Crisis 

of 1929", which saw quite a few of the Chettiar firms 

either suspending their business operations or winding 
76 up permanent! y. 

Coming close on the heels of the Chetty crisis, 

the world wide depression of 1929-30 made it well nigh 

impossible for the Chettiar firms in Ceylon to obtain 

any financial assistance from their branch firms in the 

various pa~ts of South East Asia in order to tide over 

th l . . . 77 e ear 1 er c r1s 1s. 

The depression, as stated above, further aggravated 

the already bleak economic situation, b~ sharply bringing 

down the prices of rubber, tea, coffee, coconut, etc. 

There was an "abnormal fall in export values ••• accompanied 

by a corresponding shrinkage of incomes .u 
78 Particular! y 

hard-hit by this disruption of the economy vvere the 

innumerable small holders, es.tate ovmers, peasant 

76. Vi.S. Weerasooria, QQ.cit., pp.40-41. 

77. ibid., p.29. 

78. Colonial ~eports, 1934, op.cit., p.52. 



proprietors and many others who depended on the 

plantation industry. 79 Unable to repay their loans 

to the Chettiars they found their lands and estates 

pass into the hands of the latter. The Chettiars 

on their part found themselves saddled with lands, 

estates etc. whose value had, during the depression, 

shrunk considerably. The depression, by freezing 

their liquid capital into immovable property, upset 

the delicate balance between the two which they had 

till then striven to maintain.The Chettiar crisis of 

1929 and the great depression of 1930 revealed the 

danger of mixing up short term liabilities with long 

, term investment of financing. 

This period witnessed the co~lapse of several 
' .... 

small and some large firms as well. All in all it was 

a grim picture of a general failure of business and 

along with it a failure of the Chettiar money-lending 

system. tJoreover, about this time, viz. the 30's, when 

the island was in the throes of the depression, the 

introduction of Income-tax in Ceylon became imminent 

and in order to avoid the payment of double tax, viz. 

in India and Ceylon, the Chettiars were said to have 

repatriated a large amount of their capital to India. 80 

79. 9.olonial.Reports, 1934, op.ci t., p.52. 

80. lv1emorandum of the 'Ceylon Nattukottai Chettiars 
Association to the Ceylon Banking Commission, 
quoted in v'leerasooria, op. cit., p.l27. 
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Consequently, -Chettiar investment in Ceylon came down from 

rts. 150 million in 192981 to Rs. 100 million82 by 1934. 

Likewise, there was a drop in the number of firms doing 

business in Ceylon from over 800 in 1929 to 556 by 1934. 83 

On account of all these developments in this period, 

it was reported that many Chettiar finns abandoned money

lending altogether and diverted their capital to trade, 

industry, estate o~~ership and to such areas that seemed to 

offer better security for their capital. 

81. According to the estimate of the ceylon Banking Commission, 
the working capital employed by the Chettiars in their 
business prior to the onset of the depression was approxi
mately Rs. 15 crores. Of this, 8~ crores was said to be 
their own capital, 4 crores were deposits from their 
relatives in South India, and the remaining 2~ crores were 
advances from the European Banks in Ceylon (W.S. wfeerasooria, 
op.cit., pp.23-24.) Interestingly, the above estimate of 
their total working capital in Ceylon of Rs. 15 crores also 
tallies with the estimate of A. Savirinatha Pillai (Written 
Evidence, M.P.B.E.C.R.~,_,Jp.ll74.) and "The Dhanavanikan 11 of 
1930 (See Vol. I, No.3 o--£ the Tamil month "Thai") The Burma 
Banking Enquiry Committee however, estimated their working 
capital to be Rs. 14 crores (B.P.B.E.C.R., Vol. I, pp.210-2ll.) 
Unfortunately, none of these sources provide the sectoral 
distribution for the pre-1930 period, viz. the volume of 
capital invested in money-lending, trade, commerce, estate
Ov\~ership etc. 

82. W.S. Weerasooria, op.cit., p.l26. According to the Ceylon 
Banking Commission, of the Rs. 5 crores that went out of 
action in Ceylon during the depression, Rs. 2 crores 60 lakhs 
was repatriated to India, while Rs. 2 crores 40 lakhs were 
bank loans that were repaid. (Weerasooria, op.cit., p.l26.) 

83. ibid., pp.22-23. 



CHAPTER II 

THE PATTERN OF CHETTIAR ENTREPRENEURSHIP 
IN THE OVERSEAS COUNTRIES : CEYLON, N1ATJ.0/A., 

BURMA. 

SECTION II 

CHETTIAR ENTERPRISE.IN MALAYA 

The age old traditions and folklore of the 

Chettiar community suggest the existence, from very 
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early times, of commercial connections between the 

Chettia rs and Malaya. 1 However, such trade connections, 

sporadic and temporary as they were, need to be clearly 

distinguished from the modern phenomenon of organized 

penetration of Chettiar capital from the early 19th 

Century onwards into regions in the Malay Peninsula 

which had come under.colonial rule, namely, Malacca, 

Penang and Singapore. 

The entry of Chettiar capital and its subsequent 

participation in the Malayan economy can very broadly 

be classified into two phases. The first, from the 

time, or very soon after, the establishment of British 

colonial rule in certain regions in the Malay Peninsula 

in the early 19th century until the last quarter of 

the 19th century, viz. when Malaya was beginning to be 

1. M. Subramanian, 'Malayavil Nagaratharkalin Theyya 
Thirupani' (Tamil) S.K.N.N.N.V.M. (M~dr(\s, __ 1963) 
p.116. see also, P.N.M. Muthupalaniappa Chettiar, 
Mal'!Y9vin Thotram (Tamil) Happy Malaya {Penang, 1938), 
p.41. 



integrated into the world economy as indicated by 

{a) the expansion of Britain's territorial possession 

or sphere of influence,in the region and (b) the 

subsequent colonial economic exploitation of these 

regions as evidenced by the introduction of export 

oriented cash crops (principally rubber), and the 

production and export of tin. The second phase can 

be considered to have commenced from the time of 

the integration of Malaya into the world economy 

until the world depression of 1930. In short, it is 

proposed to examine the activities of the Chettiars 

within the parameter of the colonial economy of 

Malaya. 

Beginning with the establishment of Penang in 
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1786, 2 the British gradually opened up more and'·.,more of the 

Malay Peninsula. Thus Wellesley was established in 

1800, Singapore in 1819 and the Dindings in 1826. 3 

Singapore and Penang were by far the most important 

commercially : by 1825 Singapore was handling over 

three-fifth of the total trade of South-East Asia 

"while Penang had rather more than a quarter of it. 114 

2. 

3. 

4. 

Allen and Donnithorne, Western Entey:rise in 
Indonesia and Malaya, (London, 1957~ p.21. 

Sandhu, Indians in Malaya Some Asiects of 
Their Immigration and Settlement (1786-1957), 
(Cambridge, 1969), p.4. 

Allen and Donnithorne, op.cit., p.38. 



Singapore made rapid progress in the following years 

and on account of its convenient geographic location 

became an important entreport for the whole of South

East Asia and even South China. It not only handled 

spices and other primary products of the Archipelago 

but was also a channel through which manufactured 
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goods of the west reached the interior of the Peninsula. 5 

Moreover, a favourable climate for trade and 

commerce in Malaya was largely created with the 

establishment of British rule. The relaxation, if not 

the abandonment, by the British of' several restrictive 

mercantilist arrangements of the Dutch; 6 the substitution 

of the monopolistic trade policy of the Dutch with a 

policy of free trade; 7 the creation of a modern fiscal system 

in place of semi-fuedal devices .of raising revenues; 8 

5. Allen and Donnithorne, op.cit., p.38. 

6. Under a regime of State monopoly in all lucrative 
trade, the traders did not find much scope for their 
activities. Thus nationals of other countries, though 
allowed to trade in the Dutch pos_sessions, were 
subject to discriminatory duties. See Allen & 
Donnithorne, op.cit., p.20. 

7. Allen & Donnithorne, . .... 
op.c~~...., p. 21. 

8. i 'h ~d -. . 21 - ' ~l •'. ;o • '.- • ~ ·- -: ·:- '"-, 
:" ~ ) ·.' . ~ ~ \.;,~ i .• l. ' • 

- - . . ' .... 



and lastly, the establishment of unified political· 

and administrative system, were some of the measures 

that created this favourable or congenial climate 

for trade and commerce and thus attracted a large 

number of traders, merchants and businessmen of 

Asian origin to this region. Prominent among them 

were the Chinese, and the Chettiars of South India. 

It was in Malacca around 1808 or there about 

that the Chettiars established their first firms. 9 

This was followed by their entry into Penang10 around 

1828, and into Singapore "soon after its establishment 

as a British port tt11 The entry of Chet tiar capital 

into these regions was, as in Ceylon, effected through 

the medium of agencies, or firms represented by 

agents. 12 
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Until the commencement of the commercial production 

of rubber and tin in the late 19th century, the Chettiar 

firms were concentrated in the three principal British 

9. P.N.lvl. Muthupalaniappa Chettiar, op.cit., p.151. 

10. ibid~ p.99 • . 
11. A Petition of Nattukot tai Chettiars of Malaya to His 

Excel~ncy Admiral Lord Louis Mountabatten, Supreme 
Allied Commander, South East Asia Command, Singapore, 
dated 1945, p.1. 

This document was consulted by me in June 1973 at the 
residence of the Late Shri S.M.R.M. Solayappa Chettiar, 
Hony. Secty., The Nattukottai Chettiar Association, 
Burma. 

12. K.S. Sandhu, op.cit., p.291. 
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A specimen promissory note of a Chettiar firm 
of Malacca, dated 23rd March, 1878. 



possessions of Penang, Malacca and Singapore where, 

until the advent of modern banks, they were "the 

main source of medium and long term credit in Malaya" •13 

Even after the establishment of the banks - around the 

middle of 19th century - the Chettiars continued to be 

an important source of long and short term credit for 

a large number of small and medium Indian and Chinese 

traders, artisans, tin miners, etc. 14 • In their 

moneylending business, the Chett iars provided loans 

against movable and immovable property as well as 

against promissory notes15 • 

The operations of the European joint stock 

banks in Malaya were very much of the conventional 

colonial pattern of banking; namely, of "exchange 

operations with London, India and China"16 and the 

financing of the foreign trade of the region. 17 

During the 19th century, only the very large European 

and Chinese merchant houses had direct dealings 

with the banks, while the larger number of small and 

medium Chinese and Indian traders, to whom the banks 

were inaccessible, had to rely for credit on sources 

13. ~~~ •· .S,andhu~, ·.PR)&i't., p. 292. 

14. Allen & Donnithorne, ]p.cit., p.205. 

15. A Petition of Nat~ukottai Chettiamof Malaya 
to Lord Mountabatten, w.cit., p.l. 

I 

16. Allen & Donnithorne, op.cit., p.204. 

17. ibi~, p.204. 

12? 



such as the Chettiars. In fact, so important had 

the Chettiars become as a source of credit to the 

Asian traders in Malaya that by 1867 "Most of the 

Singapore opium trade passed through their (Chettiar) 

hands 1118 • · Their knowledge of the credit-worthiness 

of the small and medium Chinese and Indian traders, 

coupled with their financial standing and reputation 

!as business men of shrewdness and competence, 

enabled the bigger Chettiar firms to secure financial 

accommodation with the European banks in the form 

of fixed loans and overdrafts on current accounts 

against the security of bills or title deeds to 

property, besides the discounting of bills.19 

The discounting of "Hundis" or financial bills 

of the Chinese traders was an important activity of 

the Chettiar firms in Malaya during the 19th century. 

These bills were later rediscounted by the Chettiars 

at the European Exchange Banks with Whom they had 

financial dealings and thus placed themselves with 

funds. The banks derived "a considerable part of 

their revenue from this type of business". 20 Thus, 

in 1872, "almost all the local bills discounted( at 

----

1 2,8 

18. Compton Mackenzie, Realms of Silver, One Hundred 
;ears of Banking in the East, {London, 1954), p.l08. 

19. ibid., p.l09; see also, Allen & Donnithorne, oo.cit., 
p.205. 

20. Allen & Donnithorne, op.cit., p.205. 



the Singapore branch of 'The Chartered Bank of India, 

Australia and China')were acceptances drawn at two 

or three months date by these groups (Chettiars) on 

Chinese purchasers of opium". 21 The position in 1880 

was still much the same : "The bulk of the local 

discounts were ••• Chinese promissory notes endorsed 

over to the Chettiars, representing money borrowed 

from the latter for trade purposes 11 •
22 Similarly, 

the discounts at the Penang branch of the Chartered 

Bank "consisted almost entirely of promissory notes 

drawn by Chinese traders in favour of the local 

Chettiars 1123 An important feature at this time, of 

the dealings between the Chettiars and the Penang 

branch of the Chartered Bank was, the steady increase 

of the banks rupee sales on Calcutta and Rangoon, most 

of which were drawn by the Chettiars. The Chettiars 

129 

"who had money laid down in India, Burma and the 

Straits 1124 would, if 11 the rate of exchange was favourable 

in the Straits ••• draw on India and invest the proceeds 

· P d ~· 1125 "f th · th ld 1.n enang an .::nngapore ; 1. o enns e, ey wou 

remit it back to India and Burma. 

21. Compton Mackenzie, OQ. cit., p .109. 

22. ibid., p.109. 

23. ibid.' p.ll2. 

24. ibid.' p:-1r2.- - . ' 
. ' -... , . -- ~. 

25. ibid., p.112. 



Although money-lending was their principal 

business, there is evidence of their involvement in 

trade as well. Thus, writing in 1930, A. Savirinatha 

Pillai, in his evidence to the l·Aadras Banking EnquiiY 

Committee, said, "They (the Chettiars) say that they 

have been trading in Singapore ••• from about a hundred 

years back and that they used to sell in Malaya lungi 

cloths dyed in the East Coast·of the Presidency 

(Madras). 1126 From the middle of the 19th century, the 

Chettiars assisted financially the Chinese merchants 

from the Straits Settlements to invest in the newly 

opened up Tin fields in Larut and Kualalumpur. 27 

From the last quarter of the 19th century, 

significant changes were taking place in the colonial 

economic structure of Malaya. Colonialism during 

this period (1875-1914) entered a new phase, a phase 

which was marked by an intensification of the struggle 

for monopolised markets, sources of raw materials, 

cheap labour, and new spheres of investment. From an 

entrepot for Eastern commerce, Malaya was, from the 

last quarter of the 19th century, assuming a new role 

in the British Imperial scheme : that of a major 

1 'l J" t)' 

26. A. Savirinatha Pillai, Written Evidence, M.P.B.E.C.R. 
Vol. III, p.ll70. 

27. P.N.M. Muthupalaniappa Chettiar, op.cit., p.235 & 
p.253; see also, Kumari Malar (A Tamil Monthly) 
July 1973, for an extract from Karu SU SP Ramanathan 
Chettiar's Biography published in 1908 in Madras. 
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producer of agricultural and mineral raw materials for the 

industries of the west. The British colonial machinery 

played a very important role in preparing the ground materially 

and organizationally for the export of British private capital 

into Malaya. The first step in this direction was the decision 

by the colonial office to extend British influence and authority 

over the various Malay States. Accordingly, by 1914, through 

a process of conquest and treaty-negotiations, the whole of the 
' 

Peninsula was brought under British contro1. 28 The Peninsula 

was then opened up for colonial exploitation, which manifested 

itself in the large-scale production of agricultural and 

mineral raw-materials, principally rubber and tin, for the 

world markets. 29 

The second step was the establishment of the essential 

infrastructure. Consequently, by 1914 the Railways and the 

roads had penetrated into almost all the West Coast States 

and the rubber growing and tin mining areas (in these States) 

were directly linked by rail and road to the ports of Penang 

d ~.. 30 Pl M N an :::nngapore. ease see tap 1 o.1 

The pioneers in both rubber and tin industry were the 

Chinese entrepreneurso 31 An extremely enterprising lot, 

they took full advantage of the opportunities created as a 

28. Allen & Donnithorne, oo.cit., pp.40-41; see also, 
K.S. Sandhu, OQ.cit., pp.4-5. 

29. Compton Mackenzie, op.cit., p.2ll. 
30. K.S. Sandhu, oo.ci~., p.288. 
31. Allen & Donnithorne, op.cit., pp.4l-42. 



IVIAP NO. 1. 

The Development of Railways and Roads in Malaya 1887-1938. 

Source : K.S. Sandhu, Indians in Mala~~ - Immigration and 
Settlement l1786-1957) Cambridge 1969, p.284. 
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result of the extension of British rule over the 

Malay States. However, the European, predominantly 

British business houses, were not too far behind. 

By the turn of the century the European houses of 

Singapore had begun to invest heavily in rub~b~ 

industries by calling upon the resources ofLLondon 

capital market. 32 Prominent among such monopoly 

concerns were the Harrison and Crossfields, the 
33 Guthries, and the Dunlop ~ubber company. 

In the meanwhile, with an increasing demand 

for natural rubber from the west {particularly from 

the automobile industry,) more and more land was 

brought under rubber cultivation. Thus, the acreage 

under rubber cultivation, which was 5000 in 1900, 

increased to 543,000 by 1911, and in 1938 it stood 
34 at 3,272,000. By 1930 rubber covered nearly 2/3rds 

of the total cultivable land of the country. 35 

.6\n idea of the rapid growth of the rubber 

industry can be had from the following figures : 

32. Allen & Donnithorne, op.cit., pp.41~42. 

33. ibid.' pp.112-14. 

34. Sinnappah Arasaratnam, Indians in Malaya and 
Singapore, (Oxford, 1970), p.29. 

35. Allen & Donni thorne, op. cit., p.42. 
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Net Exports of Crude Rubber from Ma lava 

Jln_Thousand Long Tons) 

1900 

1910 

1913 

1919 

1927 

1929 

1 

6 

33 

200 

232 

455 

5ource : Allen & Donnithorne; Western Enterprise 
in Indonesia and Malaya, p.295. 

As in the rubber industry so also in the tin industry 

it was the Chinese who had been the pioneers in Malaya and, 

until 1910 controlled more than three quarters of the output 

of this industry. Thereafter, with the introduction of 

highly capitalized and mechanized mining {the use of dredges 

for instance), the Europeans were able to break the monopoly 

of the Chinese in the tin industry; 36 so much so that by 

1930 the European, principally British owned, tin mines 

were responsible for 3/5ths of the output of tin in Malaya. 37 

While tin was being produced from the early 19th century, 

the total output of tin until the last quarter of the 19th 

century was negligible. 38 In fact, large scale production 

36. K.S. Sandhu, op.cit., p.279. 
37. Allen & Donnithorne, op.cit., p.l53. 
38. K.s. Sandhu, op.cit., pp.278-79. 
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on a commercial scale began in the eighties of the 19th 

century 11 in response to the growing industrial needs of 

the Western nations". 39 Consequently, the output of the 

tin industry which was 26,000 tons in 188940 rose to 

40,000 tons by 1895, 51,140 tons by 1904 and was 67,000 

tons by 1929. 41 Rubber and tin virtually became the 

mainstay of the colonial economy of Malaya. The importance 

of these two commodities in the economy can be seen from 

the fact that they accounted for 34% of the total exports 

in 1906 and by 1925 constituted 73% of the total exports. 42 

It was to this transformed colonial Malaya that 

Chettiar capital increasingly sought to immigrate from 

the late 19th century. In other words, the development of 

the export trade in rubber and tin, together with the 

settled conditions brought about by British rule in Malaya, 

created opportunities and demands (in the areas that were 

opened up) that encouraged an inflow of Chettiar capital 

into these regions. 43 The spread of the Chettiar fi:rms 

to the rubber producing and tin mining areas in the states 

on the West Coast of Malaya was quite rapid, as they 

fulfilled an essential role in the opening up of the country, 

viz. by supplying credit to the Malaya and the Chinese 

cultivators of rubber and the owners of tin mines. To the 

39. Compton Mackenzie, op.cit., p.212. 
40. K.S. Sandhu, op.cit., p.279. 
41. P.N.M. Muthupalaniappa Chettiar, op.cit., p.242. 
42. Allen & Donnithorne, op.ci~, p.293 - Appendix v. 
43. s. Nanjundan - Indians in lv1alayan Economy, 

(Govt. of India, New Delhi) N.D. p.10. 
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Chettiars, rubber estates and tin mines were attractive 

securities against which t~ey could lend money. The 

importance of the Chettiars as financiers of rubber and tin 

enterprises increased all the more on account of the fact 

that bank credit was not easily forthcoming for such enter

prises. The European banks were quite selective in providing 

credit facilities for such ventures, mainly because they were 

guided by the principal of "keeping the resources of the bank 

liquid and so available for exchange operations" 44 rather than 

having it locked up in risky long term projects (i.e. in rubber 

and tin enterprises). This being so, the estate owners and tin 

miners had to quite inevitably fall back on the Chettiars for 

their credit reouirements • • 

The Chettiars, as financiers, have been associated from 

the very beginning with the commercial production of rubber in 

Malaya. Thus Tan Chayyan, who was the first to introduce 

rubber as a commercial crop in Malaya in 1895, was financially 

assisted in this venture by the Chettiars. 45 

As in Burma, so in Malaya also, they were the main 

channel for the supply of rural credit. They lent money to 

the Malay peasants and land-owners 1 argel y in return for the 

mortgage of property and the deposit of their title deeds. 46 

Their clientele also included the European planters, the Malay 

Royalty, Chinese tin miners and businessmen and the Indian 

44. Compton Mackenzie, op.cit., p.225. 

45. P.N.M. Muthupalaniappa Chettiar, op. cit., p.l54. 

46. s. Avasaratnam, op.cit., p.93. 
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traders. 47 The money was lent on such securities as Rubber 

Estates, Tin mines, Share Certificates of Companies and house 

properties. 48 The interest rate, depending on the security 

offered, varied between 12 and 36 per cent per annum. 49 

Their moneylending business in Malaya ~res not for a portion 
' 

of the year, as in Burma, but fairly continuous throughout 
50. 

the year. In other words, the bulk of the credit they 

provided 118.& on a long term basis. This was so because in 

Malaya they financed rubber cultivation in the main and 

consequently there was no particular season for credit, while 

in Burma the demand for credit was particularly high during 

the time of the agricultural operations only. 51 

As already indicated it was quite a common practise 

among the Chettiars to insist on mortgage of property and 

title deeds as security for the money lent. An inevitable 

consequence of this kind of lending was that land, rubber 

47. K.S. Sandhu, op.cit., p.292. 

48. A. Savirinatha Pillai, op.cit., p.1177. 

49. ibid., p.ll77. 

50. ibid., p.ll77. 

51. BPBECR (1929-30), Vol.I, p.67. 



gardens and tin mines began to gradually pass 

into the hands of the Chettiars. 52 This 

phenomenon was, however, only partly the result 

of the logic inherent in the credit system of 

the Chettiars; it was partly an inevitable 

consequence of the structuring of the Malayan 

colonial economy into the world capitalist 

economy. The large scale production of rubber 

and tin for the world market made Malaya 

dependent on international business situations 

and hence created a fundamental instability 

in the economy and frequent crises in the 

bb ' t' ' d t 53 Th h . ru er ana 1.n 1.n us ry. .us w en pr1.ces 

fell, as they often did during times of 

crisis, the owners of rubber gardens and 

tin mines would, on failing to repay the loans, 

52. 5. Arasaratnam, op.cit., p.93. 

53. This fact was realized by the Chettiars 
as early as 1920, as is revealed in the 
penetrating analysis of the crisis in 
the rubber and tin industry and its 
effect on the Chettiar moneylending 
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business in the Chettiar Weekly Vysiamitran 
of 12.1.1920; see Editorial, 'Nagara Vysiarum 
Exchange Nilamayum'. p.4. 
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find the Chettiars foreclose on the mortgage and take 

possession of the property. These frequent crises 

produced two entirely different effects on the Chettiar 

firms: it was very unwelcome to the·small Chettiar 

moneylending firms which conducted their business on 

small amounts of borrowed capital since it was essential 

to keep their limited funds liquid; 54 on the other hand, 

these crises proved very beneficial to the large 

Chettiar firms - who would wait for the prices of 
and tin 

rubberLto appreciate before disposing off these assets 

for a profit. 55 In fact, a large number of Chettiar 

firms were reported to have taken advantage of these 

frequent crises in the pre-depression period by taking 

over rubber estates from the debtors at sacrifice 

prices to reap handsome profits when the prices 

stabilized a little later. Testifying to this, 

A. Savirinatha Pillai (in his written evidence to the 

Madras Banking Enquiry Committee) cites the case of 

a Chettiar in;the Feq..erated Malay States "whose assets 
' 

14 years back (viz~ 1916) were worth 1.20 lakhs and 

are now (1930) worth 20 lakhs owing to the appreciation 

(in the price) of' rubber". 56 

Apart from acquiring rubber estates in this manner, 

viz. through moneylending, the Chettiars were also, 

54. ';'vsi:a .. T!Jit~a·ry, 12-1-1920, Editorial, p.4. 

55. ibid~ p .4. 

56. A. Savirinatha Pil1ai, oo.cit., p.1175. 



particularly from the 1920's, independently investing 

their capital in rubber estates. Thus, there were a 

number of instances during this period of Chettiars 

either directly acquiring rubber plantations, or 

alternatively,bringing large tracts of virgin land 

11 J. 

under rubber cultivation; thus, O.A.R. Arunachellam 

Chettiar, the Agent of the HI<VAL Chettiar firm" acquired 

(on behalf of the finn) between 1925-26 one thousand 

acres of forest land in the Jehore state and brought 

it under rubber cultivation. Thereafter the firm 

acquired some of the small estates in the adjoining 

areas and the entire plantation, with an area of about 

1260 acres, was organised into a Private Limited 

Company. Floated as the Ayre Manis Estate Private 

Limited, the shares of the company were subscribed by 

the Chettiars (principally by KVALM Ramanathan Chettiar 

and Barrister KVALRM Alagappa Chettiar) and a few 

Indians. 57 The Nagappa Rubber Estate in the Jahore State 

is yet another example of Chettiar investment in rubber. 

This estate (established in 1926) with an area of 1700 

acres belonged to the famous PKN Chettiar firm. 58 

57. P.N.M. Muthu Palaniappa Chettiar, Qp.cit., (1938) p.l55. 

58. ibid., p.l56. The P.K.N. firm conducted a wide 
variety of business ranging from-money lending and 
trade to investments in land and estates in Burma, 
Ceylon, Malaya and India. 



As in the former case, this estate was also created 

from virgin forest land. Some of the other leading 

figures in these ventures were the PRM, MRMf'.,1, MPM, 

PV and PUiS Chettiar firms 59 and PR~R Arunachellam 

Chettiar. 60 This brief account disproves the notion 

that the Chettiars were only moneylenders and as such 

had no desire to become owners of rubber gardens but 

that "it was thrown upon them by the failure of the 

d b t u61 e tors o pay up. 

While it is true that the Chettiars had 

acquired considerable rubber gardens and land through 

moneylending both in the pre-depression period and 

during the depression, what is often not brought out 

in the existing, though scanty, literature on the 

Chettiars is this phenomenon of their investing 

capital in rubber estates independently of money-

lending. In other words, when a profitable field of 

investment opened up before them, as in the case of 

rubber in the 1920's, the Chettiars took full 
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59. P.N.M. Muthupalaniappa Chettiar, oo.cit., (1938) p,l55. 

60. ibid., pp.l57-158. PID~R Arunachellam Chettiar came to 
Malacca fromSouth India in 1913 and worked for a few 
years as an agent for one of the Chettiar firms in 
Malaya. Thereafter he set out to do business 
independently and acquired the 11Senaka 11 and the 
"Jaya Kondar 11 Estates with an area of 928 and 960 
acres respectively. Both these estates were located 
in the Jahore State. 

61. P.J. Thomas, 'Nattukottai Chettiars -Their Banking System' 
in RSACC::V, p. 843. 



142 
advantage of the opportunity and thus by 1930 came to 

acquire a very large interest in rubber plantations and 

other landed properties. Thus almost all the Indian 

rubber estates, numbering 242 in 1931, together with 

the other Indian land holdings in the country were 

principally "owned ••• by. the Chettiar Tamils of South 

India ••• 1162 Although the exact figures of the total 

acreage of the rubber estates under their control is 

not available it is however known that the Chettiar 

ownership accounted for the greater part of the total 

Indian ownership of 87,795 acres in 1938. 63 Similarly, 

the Chettiars also made 'substantial profits out of the 

Chinese Tin mines'.64 So much so that 'the Penang 

branch (of the Chartered Bank of India, Australia and 

China) was able to control the local rupee market through 

its connections with them'. 65 

Credit was provided to the Chinese tin miners 

against the security of the Tin mine itself, or (if the 

tin mine happened to be a private limited company) 

62. K.S. Sandhu, op.cit., p.263. 

63. A. Arasaratnam, oo.cit., p.96. 

64. Compton Mackenzie, op. cit..!., p. 224. 

65. ibid., p.224. 



against the share certificates of the tin manufacturing 

company. 66 Again, as in rubber, the Chettiars through 

moneylending came to acquire large interests in the 
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Tin mining industry. This is borne out by an examination 

of the applications for claims, made by the various 

Chettiar firms in Malaya, to the Overseas Department of 

the Government of India, New Delhi, in respect of business 

and properties lost by them as a result of the Japanese 
67 

occupation of Malaya in 1941. 

A study of these applications for claims also 

reveals their total assets, besides the nature of their 

business in Malaya. Extracts from one such application of 

claims, made by a certain Chettiar firm, (whose head

quarters was in Karctikudi, Ramnad District, South India, 

with its principal agency office in Malaya being 

located in Penang), to the Secretary to the Government 

of India, Overseas Department, New Delhi, is reproduced 

below.68 

66. A. Savirinatha Pillai, ~.cit., p.1177. 

67. These applications for claims were consulted by me 
in June 1973 at the residence of the late Shri SRM 
Solayappa Chettiar (Hony. Secty., Burma Nattukott~i 
Chettiar Association) in Palathur; Ramnad District. 

68. The name of the above firm is not being disclosed since 
the permission of the proprietor or his relations for 
quoting the relevant extracts could not be obtained. 



* Details of Claims: 
·-=---....;;;..,;;;;......;;....;;;,.;.=.;.:~ 

1. Lands, Gaidens, Estates etc. 

These included rubber estates in the 
states of Perak, Negri. Sembilan, 
and the Straits Settlements; Paddy 
fields in the state of Kedah; Coconut 
gardens in Penang; and tin mines in 
the state of Perlis. 

2. Offices, Houses, Bungalovvs etc. 
in Kedah and the Straits Settlements. 

3. Mortga~es, Securities, Pledges, 
immovable property. 

These included mortgages of coconut 
gardens and houses in Penang 

4. Promissory notes, On demands and 
r.o.u. 's 

5. Out~tandings from Chettiar firms 

6. · Mercantile Bank of India Ltd., Penang 

7. Shares in Oriental Company Ltd., Penang 
(This was a Chettiar concern) 

8. Furniture, Motor-car, 1/lOth share 

9. Cash balance 

10. Headquarters investments, viz.: 

(a) Shares in Hongkong & Shanghai 
Banking Corporation $ 8536-28 1 

(b) Shares in the Chartered Bank ) 
of India, Australia & China ~ 

- $ 4805-35 ) 

(c) Shares in the Rawang Tin fields ) 
Ltd. - $ 1846-80 ~ 

-~ - - - - - - -- - -
Total claim : - - - - - - - - - - - - - - - - - -
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- $ 1,39,775-00 

- $ 67,287-51~ 

- $ 4,500-00 

- $ 457-25 

- $ 18,573-75 

- $ 10,100-00 

- $ 400-00 

- $ 114-40 

- $ 775-43 

- $ 15,188-43 

--------

*Claims application from X Chettiar to Secretary, ·.~ 
Government of India, New Delhi, No.219-F29-5/44-E(Ll) 
dated 9 Feb 1944. 
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Besides providing credit in both the rural and the 

urban sectors of Malaya, the Chettiars also established 

joint stock trading companies. These were Kannappa and 

Co., and Thenappa & Co., both situated in Singapore; 69 

The Oriental Company Ltd., The India Trading Company Ltd., 

Sundaram and Company Ltd., .all in Penang; 70 and A. Teyv.anay 

and Co., and Sundaram and Co., in Malacca.71 Information 

on the precise nature of the trade conducted by these firms 

is, however, lacking. Nevertheless, the organisation of 

their business on the basis of limited liability, on 

howsoever small a scale, marked an advance over their 

traditional moneylending business. 

The Chettiars were most active in Malaya from the 

late 19th century until the depression of 1929, with their 

financial influence at its he~ght during the 20's of the 20th 

century. ~ingapore and Penang continued to be the major 

cent~s of their commercial activity during this period as 

well. Their principal agencies or branch firms were in 

most cases located in these two centres while the sub-agencies 

were spread over in the various rubber growing and tin 

producing :areas o~·the Malay states. To protect their 

economic interests in Malaya, the Chettiars established 

69. P.N.M. Iv1~thtipalaniappa Chettiar, op~cit., (1938) p.73. 
I 

70. ibid.-L p.99. I~· 

71. ibid., p.l76. 



Associations and Chambers of CQm~erce in a number of 

places; of these the principal ones were in Singapore, 

Kualalumpur and Penang and were established in 1928, 

1931 and 1934 respectively. 72 The Chettiar Chamber 

of Commerce in Kualalumpur was designed to coordinate 

the activities of the various Chettiar associations 

in the Federated Malay States. 

The Chettiar moneylending finns in Malaya, which 

had on the whole been conducting good business through 

their indirect association with the rubber and tin 

industries, suffered a setback with the onset of the 

depression in 1929. The effect of the depression on 

the colonial Malayan economy was quite severe; parti

cularly hard hit were its two principal industries 
• 

viz. rubber and tin, which were dependent on the world 

k t f h · · 73 Th . . h" h mar e or t e1r prosper1ty. e acute cr1s1s w 1C 

hit the Malayan rubber industry was sparked off when 
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the American automobile industry, the principal consumer 

of Malayan rubber began cutting down its production 

from 1929 onwards.74 This caused a chain reaction and 
1 

consequently brought down rather sharply the price of 

crude rubber in the world market. In fact the price 

72. P.N.M. Muthupalaniappa Chettiar, op.cit., (1938) pp. 73, 
104 & 215. 

73. s. Nanjundan, op.cit., pp.7-8; see also, Allen & 
Donnithorne, op.cit., p.44. 

74. Compton Mackenzie, .Q.R.cit., p.257. By 1932 car 
production in United States was a thiid of 1924 
level; Comption Mackenzie, oo.cit., p.257. 
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of rubber, which was on the downward trend since 1927 

registered, owing to the depression, a still steeper 

fall in 1929 and 1930 and continued to fall until it 

virtually reached the rock bottom level by 1932. 

Matters were made worse by the fact that "a large 

increase in the output of rubber coincided with the 

depression. 1175 The following figure gives us an idea 

of the crisis that afflicted the world rubber industry. 

during the depression. 

WORLD PRODUCTION, CONSUMPTION, STOCKS AND PRICES 
OF RUBBER 
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0 Production of crude 0 World 0 Stocks of ~Reclaimed 0Average 
0 rubber ~ consump- ~ crude 0 produc- ~price 
0 World O% of native ~ tion of 0 rubber in 0 tion in Oin 
~ Exports ~production 0 crue 0 Malaya, 0 USA 0London 
ll ( 000' s ho total in R rubber ~ UK, USA 0 OSmoked 
~ tons) 0Malaya @)utch 0 000' s ~ end of ~ ~heed 
0 0 % 0East ~ tons ~ year 0 0 d/il:b 
0 0 ~Indies 0 ~ 000' s tons 0 ~ 
0 ~ 0% 0 ~ ·0 v 

518.5 

607.4 

656.8 

861.4 45.6 

819.8 45.5 

796.8 44.8 

708.3 42.0 

45.0 

43.2 

39.3 

41.7 

36.7 

33.9 

28.6 

558.9 

598.9 

680.4 

807.0 

716.0 

678.2 

685.4 

167.6 

275.6 

406.5 

547.7 

549.2 

132.9 

189.1 

208.5 

218.8 

167.2 

141.9 

74.7 

35.00 

18.44 

10.69 

10.25 

5.91 

3.17 

2.34 

SOU?.CE : The ECONOMIST (London) May 5th 1934, pp.967-968. 

75. Compton Mackenzie, op.cit., p.257. 
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The position · . the Malayan tin industry was much 

the same. With an increasing demand for the metal in the 

west production increased steadily - and the industry was 

on the whole fairly prosperous - until the depression 

reversed the process. Thus the world consumption of tin 

0 fell by about half between 1929 and 1932."76 and with it 

also dropped the price of the metal. 

The seriousness of the economic crisis that hit 

Malaya in the 1930's becomes clearer in view of the fact 

that rubber and tin accounted for over 70% of Llalaya 's 

exports and thus made up the bulk of the country's national 

income. 77 Consequently the depression, by s~riously 

affecting the rubber and tin industry threw the Malayan 

economy out of gear. Prices of raw materials fell sharply, 

and so also the national income, employment78 and more 

important the incomes of small holders, estate owners, 

tin miners and a number of others who depended on these 

. d t . 79 
~n us r~es. 

The moneylending business of the Chettiars was also 

badly affected. The depressio~ by sharply bringiDg down 

the prices of rubbeF and tin,placed the estate owners and 

tin miners in a position where they were unable to repay 

76. S • Na njundan:, op. cit. _,.y~ ~ ., 
77. ibid., p.5. Cf. rillen & Jonnithorne op.cit., p.293. 

Aooendix V • . ' 
78. Allen & Donnithorne, ·op_.£~i!.., p.44. 

79. s .. Nanjundan, .9.£.!.£i t.e., p. 7. 
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their loans. Vfuereupon it was the same old story of the 

Chettiars foreclosing on the mortgage. Thus land, rubber 

gardens and tin mines began to pass into the hands of the 

Ghettiars. 80 The net effect of the deoression on the 
1 

Chettiar finns in Malaya was catastrophic:. It immobilized 

their liquid capital by converting it into immovable 

property. The continuous flow of credit, so very essential 

for the harmonious working of their system, was checked. 

To a system which was sustained largely by the joint effort 

and endeavour of the community through an intricate and 

complex mechanism of intra-Chetti lending, borrowing and 

such other practices, the depression proved to be disastrous. 

The failure of the small firms was infectious, and some 

medium and a few large firms also collapsed during this 

period. To make matters worse for the Chettiars, the 

Government introduced at this juncture certain measures to 

check the problem of the alienation of land from peasant 

proprietors to non agriculturists. Though there was a 

persistent trend of land passing from agriculturists to 

·non agriculturists much before the depression, the Government 

took no notice of it then because it was of the view that 

the Chettiars as providers of credit, vvere "a favourable 

influence on the economy". 81 However,when the depression 

80. S. Arasaratnam, oo.cit., p.93 • 

. . 
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accentuated the problem into a near crisis, the government 

hastened to take some action and thus introduced in 1931 

the "Small Holdings (Hestriction of Sale) Bill."82 

According to the provisions of this bill, no sale of land 
\ 

exceeding 25 acres could be "carried out without the 

consent of the state where the land was situated. 1183 This 

measure quite naturally evoked loud protests from the 

Chettiars who alleged that their investments in lvialaya 

were in danger. They claimed that they had loaned 125 
' 

million dollars to small holders in the Federated Malay 

states against the security of land. 84 For an approximate 

estimate of Chettiar investment in Malaya in the period 

just prior to the depression one has to turn to the Burma 

provincial banking Enquiry Committee's Report. According 

to the Commission their total investment was of the order 

of Rs. 25 crores. 85 This has been, corroborated by the 

'Dhanavanikan' in its 1930 annual number. 86 The only 

other estimate is the one provided by A. Savirinatha Pillai 

(the Assistant Commissioner of Income tax, Southern Range 

to the Enquiry Committee). According to him, Chettiar 

82. A. Arasaratnam, oo.cit., pp.93-94. 
83. ibid., p.94. 
84. ibid., p.94. 
85. B.P.B.E.C.R., Vol.I, pp.210-ll. 
86. Dhanavanikan (Tamil, 1930) pp.96 & 118. 

(An annual Chettiar journal pub. from 
Kottai yur Ed. A.K. Chet tia r.) 



investment in Malaya, Dutch East Indies and Siam 

put together amounted to only Rs. 20 crores. 87 

Unfortunately the three sources indicated above 

stop short of providing the total investment of 

the Chettiars in Malaya. A detailed sector-wise 

or area-wise breakdown of their capital invest

ment, or the impact of the 1929 depression, is 

unfortunately not provided. 

During my stay in Madras and Chettinad in 

June-July 1973 I met a QUmber of Chettiars who 
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had conducted business in Malaya (either as 

proprietors or as agents) in the 1930's, and tried' 

to elicit some information about their business in 

general. Though their memory often failed them on 

specific details, they were all of the view that 

their business suffered a severe setback on account 

of the depression. 

87. A. Savirinatha Pillai, ~cit., ·p.ll74. 
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CHAPTER II ----

THE PATTERN OF CHETTIAR ENTREPRENEURSHIP 
IN THE OVERSEAS COUNTRIES : CEYLON, IMLAY A, 

BURlv'lA. 

SECTION III 

CHETTIAR ENTERPRISE IN COLONIAL BURl\~ 

Burma oc.cupies a very important place in the 

entrepreneurial history of this community, a fact which 

has been stressed in almost all the existing literature on 

the Chettiars and, more particularly, by the Chettiars 
. 

themselves. The reasons are not far to see~ colonial 

Burma, by creating extremely favourable conditions, not 

only attracted Chettiar capital but enabled the Chettiars 

to play, for over fifty years, a very dominant and enviable 

role in financing Burma's agriculture- its main industry

and thus ensured a rapid growth of the capital they had 

invested. In fact, the phenomenal growth of their capital 

assets (spread over several countries) from a mere 10 crores 

of rupees in 18901 to 120 crores of rupees by 19302 was 

due largely to their lucrative moneylending business in 

Burma, where their capita 1 investments increased from 

Rs. 15 crores in 1910 toRs. 75 to 80 crores in 1930. 3 

1. A. Savirinatha Pillai, M.P.B.E.C.R., (1929), Vol.III, 
p.ll74. 

2. B. P. B.E.C.R., Vol. I, pp. 210-211. 

3. ibid.' pp.210-211. 
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Thus, though Chettiar firms operated in other parts of 

S.E. Asia as well, their Burma business far outstripped 

the rest of their operations. This had a very important 

bearing on the subsequent gro\~h of modern entrepreneurship 

in this community as it was the fortunes earned by some· of 

the Chettiars through years of lucrative moneylending and 

trade in Burma that enabled them to transform themselves 

into modern capitalists in their ow~ country. Two such 

outstanding examples among many others are the Sir Raja 

group and the A.M.M. group. 

So far as Chettiar operations in Burma are concerned 

there is, compared to Ceylon and Malaysia, relatively 

more source material, both primary and secondary, throwing 

light on various aspects of their business entreprises. 

Apart from the published sources, I was fortunate enough 

to gain access to some very important papers and documents 

of the Burma Nattukottai ChettiarAssociation. Though 

these papers deal primarily with the post-1930 period, 

they incidentally throw light on the nature of their 

activities in the pre-1930 period. I was· also able to 

examine the 1933 and 1934 issues of the rare Chettiar 

journal of commerce, "The Dhanavanikan", published from 

Rangoon. Though not falling strictly within the period 

of my study, they were invaluable in providing information 

on certain aspects of their business; I could not, however, 

make full use of them because of my inadequate knowledge 

of the Tamil language. 



Another very important source of information on 

Chettiar activities in Burma, and on which most authors 

of secondary literature on Burma have relied heavily, is 

the "Report of the Burma Banking Enquiry Committee" of 

1929-30, which deals with the nature of Chettiar activities 

in Burma r2ther exhaustively. However, the report is in 

the nature of a survey of Chettiar activities in Bu'nna 

in the years 1928-29 and hence does not examine the growth 

of their business in a historical perspective. 

The migration of Chettiar capital into Burma, and 

the nature of their business activities, can be studied 

most conveniently by dividing it into two broad phases, 

namely, the period from about 1826 to the 1870's and 1880 • s, 

and the period from the 1870's and 80's to 1929. Of the 

three major waves of Chett iar immigration into Burma, 

which took place in 1826, 1852 and the 1870's respectively, 

the first two fall within the first phase, and the last 

into the second. 

During the first phase, the greater and potentially 

richer lower Bunna was brought under colonial rule. Soon 

after the occupation of Tenasserim in 1826 some Indians, 

among them some of the Chettiars, went to Burma and started 

business on a small scale. 4 

4. Chester L. Cooper, Moneyl~nders and the Ec;:_9nomic 
Development of Lower Burma - An Expla_natOJZ,Y. Historical 
~tudy of ~he Role of the Indian Chettyars, (The American 
University, Ph.D., 1959.) University iViicrofilms Inc., 
Ann Arbor, I;lichigan. (Consulted at N.M.M.L; MIC59), p.29; 
see also, N.R. Chakravarty, Indian 3440 
Minorit in Burma: Divide and Decline of an Immigrant 
Community, Oxford, for the Institute-0f Race Relations, 
1971), p.56. 



155 

However, it was only after the occupation of the 

whole of lower Burma, completed in 1852, that the steady 

flow of Chettiars into Burma commenced. During this 

period their activities were by and large confined to 

relatively prosperous tovms likE?Rangoon and Moulmein, 

where they financed trade between Burma and India, and 

only indirectly financed agricultural production by 

providing loans to indigenous moneylenders, who in turn 
5 lent it to the Burmese peasants. The magnitude of their 

business was rather small, owing principally to two factors; 

the low demand for agricultural credit, and the tenurial 

system that existed before 1876, whereby the peasant was a 

squatter and not the proprietor of the land he cultivated6 , 

.and hence could not provide the type of security which 

the Chettiars usually demanded as moneylenders. 

In view.of these facts, the assessment that the 

"Chettiars played only a marginal role in the early decades 

of 1 ower Burma's economic expansion" 7 appears to be quite 

reasonable. 

5. Chester L. Cooper, op.cib_, p.29; see also, Michael 
Adas, 'Immigrant Asians and the Economic Impact of 
European Imperialism: The Role of the South Indian 
Chettiars in British Burma' The Journal of Asian Studies, 
Vol. XXXIII, No.3, May 1974, p.383. 

6. Cheng Siok Hwa, 'The Rice Industry of Burma: 
(1852-1940), (Kualalumpur; l968), pp.137-138. 

7. Michael Adas, op.cit., p.388. 
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It was during the second phase - from the 1870's 

and 80's to 1929 - that the Chettiars established and 

proliferated their business to such an extent that they 

became the largest financers of commercial rice production. 

They were able to gain this ascendency .largely due to the 

changed economic environment. 

The opening of the Suez Canal was a momentous event 

for them as it served to integrate colonial Burma with the 

world capitalist economy: Burma was hereafter required to 

produce and supply rice for an ever increasing market in 

Europe; even in S.E. Asia, with the development of the 

plantation economy, the demand for rice increased because 

of the migration of rice-eating Indian labour to these 

plantations. With the growing demand for it, the price 

of rice shot up, and the Burmese peasants were consequently 

encouraged to shift from part-time to full-time cultivation, 

and to bring more and more land under cultivation; 

simultaneously, as the competition for land intensified, 

land values also increased. These factors contributed 

towards increasing the demand for credit in the rural 
8 sector of lower Burma. 

Another event that was, for the Chettiars, ,perhaps 

as important as the opening of the Suez Canal, was the 

pa~sing of the "Lower Burma Land and Revenue Act" of 1876. 

8. M. Adas, op.cit~, pp.390-91. 
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This Act provided that proprietorship of Agricultural land 

would rest with the peasant who had occupied, and paid tax 
0 

on, a piece of land for a continuous period of 12 years.' 

The peasant also obtained a permanent heritable and 

transferable right of use and occupancy in the land, 

provided he paid the revenue regularly. Given the fact 

that the Chettiars generally lent only against the best 

security, which included land among other things, it would 

be reasonable to assume that the passing of this Act 

attracted the Chettiars into the field of direct agricultural 

financing. 

It was precisely during the 1870's and 80's that 

the Chettiars began to extend their operations into the 

fertile rural lov1er Burma, and from this period onwards the 

Chettiars ~teadily expanded their money-lending business 

until they became the principal financiers of Burmese 

agriculture. By 1929, they were at the height of their 

prowess, having invested over Rs. 75 crores in their 

b . . B 10 uslness ln urma. 

9. 

10. 

Notes By The Indian Advisor¥ Committee To· The 
Burma Nattukottai Chettiars Association On 
The Land Nationalisation Act 1948 (K.E.s.c. 
Ltd. Buildings, Chettinad, Ramnad Dist. N.D.), 
p.4. This document will hereafter be referred 
to as N.B.T.I.A.C.; see also J.F. Cady, 
A History of Modern Burma, (Cornell University, 
1955) p. 155. 

B.P.B.E.C.R., Vol. I, pp.210-11. 
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From the 1880's onwards the Chettiars had been 

acquiring immovable property when loans secured against 

such property were defaulted. 11 During the great depression . 
this process was accelerat.ed tremendous! y, and a large 

portion of their liquid capital was frozen into immovable 

property, the value of which was fast depreciating. The 

Chettiar firms were so badly hit that it has been estimated 

that about 400 out of the 1650 firms operating in Burma in 

1929 collapsed. 12 Thus 1929-30 marks the end of the 

prosperous years of Chettiar enterprise in Burma. 

It took the British sixty years and three wars to 

bring Burma completely under their rule: {he Arakan 

Division and part of Tenasserin were the first to come 

under British Rule, in 1826; the rest of the potentially 

richer lower Burma came under colonial rule in 1852, 

while upper Burma was annexed last, in 1886. 13 

Long before lov1er Burma became a part of the Indian 

Empire, the British had realised the importance of the 

Delta Region as a potential market for British manufactured 

goods and as a source of raw materials. Therefore, soon 

after the occupation of lower Burma, attempts were made to 

11. J.R. Andrus, 'The Agrarian Problem in Burma', 
Pacific Affairs, Vol. XIX, No.23, Sept. 1946, p.262. 

12. Memorandum presented to the Representative of the 
Government of India with the Government of Burma on 
behalf of the Chettiar's Overseas Association, Karaikudi, 
dated 27th January 1945, Karaikudi, p.2. This document 
will hereafter be referred to as Memorandum of Chettiar 
Overseas Association, Karaikudi. 

13. NBTIAC., p.2. 
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. l . l l . t t . 14 open up the reg~on for co on~a exp o~ a ~on. 

Prior to the occupation of Pegu, almost the entire 

lower Burma was covered with dense and marshy swamps, 

"wherein lived a sparse population subsisting on fishing 

and salt-making and the tillage in odd clearings of rice 

sufficient only for its own needs."15 In the pre-British 

period, domestic economic growth was checked by several 

restrictions imposed by the then ruling Konbaung dynasty -
. . h 16 such as the ban on r~ce exports, sumptuary r~g ts, etc. 

After 1852, the colonial authorities set about to remove 

these constraints so as to promote growth and fully 

exploit the economic potential of this deltaic region by 

importing legal, political and commercial institutions and 

all the paraphernalia that goes with colonial rule. Thus 

transport and communications and embankments were improved; 

private investors were encouraged to build processing plants 

for rice - an item which was to be, in the years to come, 

of great importance in the export trade of Burma - while 

British and Indian merchants imported manufactured goods 

into Burma, thus providing "stimulus to surplus production 

on the part of Burmese agriculturists. n17 

14. J.S. Furnivall, Colonial Policy and Practice 
(New York University, 1956), p.63; see also 
M. Adas, op.cit., p.387. 

15. NBTIAC., p.l. 

16. M. Adas, ~.cit., p.387. 

17. ibid., p.387. 
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With the establishment of British rule in· lower 

Burma, certain changes were also introduced in the land 

tenurial system. In place of the loose noncontractual 

usufructuary rights (termed dama-u-gya) that had prevailed 

in the pre-British period, the British introduced the 

18 squatter system of land tenure. Under this system, 

any person could clear and settle any vacant land. The 

cultivator was, however, liable to eviction by the government 

though he was generally allowed to remain in occupation as 
I 

long as the land revenue was paid regularly. The chief 

objective of the British government in this period of 

experimentation in evolving a stable land tenurial system 

was to open up and develop the lands in louver Burma in as 

short a time as possible so that adequate revenue could be 

obtained. The government was also seized with the idea 

of introducing some form of peasant proprietorship since 

it was thought that such a system would be most conducive 

to the stability and prosperity of the region. 19 (It 

should, however, be noted that until 1876, no proprietary 

right was ·granted.) 

In the meanv.Jhile, O\·ving to the increasing demand 

for Burmese rice in the European and Asian markets, an 

export trade in rice was beginning to grow. In 1845, 

18. Cheng Siok Hwa, Rp.cit., op.l37-138. 

19. Ibid., ;pp;l37-138. ·. :_; .'.' 
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the rice exported from Burma amounted only to 74,000 tons 

but by 1865, a decade after the British had occupied 

lower Bunna, the export of rice had risen to 1,60,000 tons 

and further increased to 5,00,000 tons by 1869-70.
20 

Encouraged by the profitable employment opportunities 

in Lov.,rer Burma, a steady stream of immigrants from Upper 

Burma and India began pouring into the delta region. 

Amongst the· immigrants from India, who included the 

labouring classes, traders, meTchc:nts, and clerks, were 

the Nattukott ai Chet tiars of South India. 

As indicated earlier, the Chettiars migrated into 

Burma in three ·waves. The first wave arrived in 

Tenasserim around 1826, soon after its occupation by the 

British; their business was "informal' :Tioney lending 

among their compatriots ... in small Burmese tovms 11
•
21 

Their operations were not properly organised and were 

1 t 11 t b ,... 1 • • f. 22 on a sea e oo sma o e or muc11 s1gn1 1cance. 

The typical Chettiar agency had not yet come into 

existence. 

In response to the growth in trade and the 

opportunities arising out of the colonisation of 

Lo,aer Burma, there came the second and ·more organised 

20. Chester L. Cooper, OQ.c!t~, p.8. 

21. ibid., .p.29., ': ·, .... _ .. --. ~·-' . :- . 
22. N.R. Chakravarthy, op._cit., p.56. 
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wave of Chettiar migration. These Chettiars organised 

the first Chettiar 11 agency" or firm in either Rangoon. or 

Moulmein between 1850 and 1852. 23 More such firms came 

to be established in quick succession in these two towns 

and, until the 1870's, the Chettiars firms were concentrated 

in these towns, where they financed the trade between Burma 

and India. 24 · It is .important to note that at this time 

they did not finance agricu1 ture d irect1 y: they merely 

provided loans to the indigenous moneylenders who in turn 

provided credit to the Burmese agriculturists. 

It is equally important to note that generalisations 

about Chettiar activities that do not differentiate between 

the role of the Chettiars in the periods before and after 

the 70's and 80's of the 19th century are very misleading. 

Thus it is said that it was with Chettiar capital that 

11 jungles were cleaned, swamps drained and the best part of 

the country brought under cultivation". 25 Another equally 

sweeping, though perhaps more subtle contention is that, but 

for th~ capital provided by the Chettiars, Burma could not 

have developed economically as rapidly as it did. 

23. B.l(.B.E.C.R., pp.200-201; see also, Allene Masters, 
'The Chettiars in Bunna - An Economic Survey of a 
Migrant Community', Population Revievv, A Journal of 
Asian Demography, Vol.I, No.I, January 1957, p.28; 
see also, V .A. Seshadri Sharma, Naqaratharu Varalaru 
(A History of the Na ttukottai Chettiars f (Tamil) 
1970, p.93. 

24. M. Adas, op.c~t_._, p.189; see also, Chester L. Cooper, 
op.cit., p.29. 

25. Niemorandum of Chettiar Overseas Association, 
(Karaikudi, 1945), p.1. 
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While these views are correct as far as Chettiar 

activities in the post 1870-80 1 s are concerned, they 

provide a totally false picture of their activities in 

the period prior to this date. 

The first point to be noted is that in the early 

decades of lower Bunnas economic development, as is typical 

in a colonial economy, it was the Europeans who dominated 

the key s~ctors of the economy like banking, large-scale 

processing, foreign trade, transportation etc. 26 At the 

same time, internal marketing was controlled by the several 

thousand jungle brokers who directly purchased the paddy 

from the producers or the rice merchants and "non-Chettiar 

Indians or European agents who supervised purchasing 

t . t th . . 11 " 27 opera 1ons a e r1ce m1 . s. 

The second point to be noted is that although the 

economy of lower Burma experienced an upsurge - the area 

under paddy cultivation increased from 6,00,000 acreas in 

1852-5328 to 17,12,000 acres in 1870; 29 and the rice 

exports increased from 74,000 tons in 1845 to 1,60,000 tons 

in 1861 30 and to 3,63,000 tons by 1869-7031 - yet, until 

the opening of the Suez Canal, most agriculturists produced 

26. M. Adas, oo.cit., p.387. 

27. ibid., ·p. ~-8..:.B_~~~:+ _:., - ~, . I 0 

28. Chester, L. Cooper, op. cit., p.44. 

29. NBTIAC., p. 2. 

30. Chester L. Go 0per, OQ.Cit., p. 8. 

31. NBTIAC., p.2. 
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for the market only on a part-time basis. 32 Thus it was 

reported that till as late as 1870 rice was grown on 

small holdings by peasant cultivators for their family 
\ 

and the surplus, if any, was sold only if they were 

assured of a good price and if there was an adequate 

demand in India, China and Upper Burma; 33 quite often, 

when there was "little demand for paddy, much of the 

crop might • • • 
. 34 

be left unrea ped. " One would therefore 

go along with Michael Adas' conclusion that "the early 

growth of export production was based on inputs of cheap 

and abundant land and additional labour, normally generated 

within the agriculturists own family, and n·ot upon large 

inputs of capital."35 

Partly because of this low demand for credit, and 

partly, perhaps, because of the tenurial system which, as 

indicated earlier, disabled the cultivator from providing 

the type of security the Chettiars generally insisted upon, 

Chettiar activity during the period prior to the 1970-SO's 

was rather limited: they confined themselves to financing 

trade and only indirectly financing agriculture. 

32. · M. Adas, op.cit., p.389. 

33. J.s. Furnivall, oo.cit~, p.85. 

34. ibid., p .85. 

35. M. Adas, oe.cit., p.389. 
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It was the opening of the Suez Canal in 1869 that 

revolutionized the delta's economy and paved the way for 
the 

the third andLlargest wave of Chettiar immigrants into Burma, 

The opening of the Canal, by providing a direct channel for 

Burmese rice to the European ~arket, gave a tremendous impulse 

to commercial rice production. Thus, immediately after the 

opening of the canal there was a striking increase in the 

export trade, in the area under paddy cultivation, in the 

number of steam rice-mills and even in the population of 

lower Burma. 

The rice exports, which averaged 3,63,000 tons for the 

three years ending 1869-70, 36 leaped to 5,44,285 tons in 

1871-72 and to 7,47,005 tons in 1872-73; by 1873-74, it was 
37 8,35,824 tons. In 1380, the exports of rice from Burma by 

sea were larger than in any previous year and amounted to 
38 9,28,750 tons. In 1869-70, the area under paddy cultivation 

was only 1, 72,000 acres; during the following year 21,785 

acres of additional land was brought under paddy cultivation 

and in 1872-73 another 1,02,200 acres of land were brought 

under paddy cultivation. By 1880, the area of land under rice 

cultivation was 3,089,213 acres. 39 Thereafter, for upward of 

thirty years, the average rate of increase exceeded 1,50,000 
40 acres a year. Likewise, there was a tremendous increase in 

36. NBTIAC., p.2. 
37. See Government of India, Department of Commerce & 

Industry, Separate Revenue, Statistics etc., 
April 1882, Prog. r\Jo.597. 

38. ibid., Prog. No.592. 
39. ibid., Prog. No.592. 
40. NBTIAC., p.2. 
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the number of steam rice-mills, from 3 in 1867 to 26 in 1872.

41 

Simultaneous with this growth and expansion was the 

steady increase in the price of paddy, which had been more 

or less stationary around Rs. 45 to Rs. 50 per hundred-baskets 

(100 baskets = 46 pounds) in the decade prior to the opening 

of the canal, shot up to Rs. 70 per hundred baskets in 1870 

and thereafter increased steadily and was in 1880 quoted 

around Rs. 85- Rs. 90 per hundred baskets in Rangoon. 42 

In the meanwhile the colonial authorities, with a 

view to fully opening up lower Burma for colonial 

exploitation, enacted in 1876 the nLower Burma Land and 

Revenue Act". By providing that any person could acquire 

f~eehold of agricultural land after occupation and payment 

of land revenue for 12 years, this Act was, to some extent, 

responsible for attracting immigrants into lower Burma as 

it provided the necessary incentive for people to come in 

and occupy all the available land and bring it under 

41. NBTIAC, p.2. 

42. Cheng 5iok Hwa - The flice Indust!Y of Burma, 
1852-1940, (Kualalumpur, Univ. of Singapore, 1968) 
p.73. By 1880 the price of paddy had, in fact, 
slumped from what it was between 1877-79, viz. 
Rs.90, Rs.lOO, and ~s.llO per hundred baskets. 
See Govt. of India, Deptt. of Commerce & Industry, 
Separate aevenue, Statistics & Commerce. April 1882, 
Prog. No.586/97. 
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It was the emergence. of these opportunities, 

coupled with the governments free land policy, that 

accounted for the large influx of immigrants from upper 

Burma and India and, to a lesser extent, from China, into 

the boomingdeltaic region of lower Burma. It was estimated 

that between 1850 and 1900 the population of lower Burma 

increased approximately from one million to over four 

million. 44 This increase in population intensified the 

competition for paddy lands and, along with the rise in the 

wholesale prices of paddy, contributed to increase the 

value of land. 45 

The immigrant, and even the existing cultivator, 

was faced with the need for credit with which to purchase 

or enlarge his land holdings; apart from this, finance was 

needed for clearing shrubs from plots of virgin land and 

preparing it for cultivation, for the purchase of tools 

and cattle, for hiring labour and more immediately, in the 

case of the immigrant, for maintaining himself and his 
46. 

family until the harvest. 

43. Speechof Thakin Nu, Prime Minister, in support 
of the Land Nationalisation Bill, at the Sixth 
Session of the Parliament of the Union of Burma, 
11th Oct. 1948; I consulted the offprint of the 
above speech at the residence of the late S.R.M. 
Soloyappa Chettiar (Hony. Secretary, Burma 
Na ttukottai Chettiar Association) in Palaibur .•.. 
3ee para 2, p.l2. Progs. of the Parliament of 
Burma 1948. 'Ne shall hereafter refer to the 
above document as Speech of Thakin Nu (1948). 

44. M. Adas, op.cit., p.388. 

45. ibid., p.350-51. 

46. Chester L. Cooper, ~£.cit., p.21. 
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These factors contributed to stimulate the 

demand for credit in the agricultural sector of lower 

Burma and, since this demand could not be v,rholl y met 

by the indigenous moneylenders, the Chettiars, seeing 

prospects of good business and profit in financing 

agricultural production, came forwa:rd to take advantage 

of these new opportunities • 
• 

It was under these circumstances that in the 1880's 

the Chettiar business houses which were already firmly 

established in R.angoon and Moulmein and other important 

urban centres, began to extend their operations into the 

villages of the deltaic region. 47 Branches or sub-agencies, 

known as "Ulkades" or "Kattukadais", of the Chettiar firms 

were established in a number of small towns and villages, 

f h . h 1 th . l 1 . d . 48 some o w 1c were a ong e ra1 way 1nes an r1verways. 

The annexation of Upper Burma by the British in 

1886 offered opportunities for the Chettiars to extend their 

operations northwards, and in 1890 they established their 

business in Mandaley, in 1891 in Myingnan, in 1892 in 

Meitkila, in 1894 in .::ihwebo, and other centres of trade 
49 in Upper Burma. 

47. Chester L. Cooper, op.cit., p.30; see also, 
M. Adas, op.cit., p.391. 

48. P.J. Thomas, 'Nattukottai Chettiars- T.heir Banking 
3ystem' 1 Raja Sir Annmalai Chettiar Commemoration 
Volume ll941), p.847; see also, A. Savirinatha 
P i 11 a i , M • P • B • E • G. R. , Vo 1. I , p .11 7 6 ; and s e e a ls o 
M. Adas, oo.c1t., p.391. 

49. B.P.B.E.C.R., Vol. I, p.20l. 
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Alongside this movement of Chettiar capital from 

centres of trade to the remote villages and towns in the 

interior of lower and upper Burma, there was also a fresh 

wave of Chettiar migration from Calcut'ta and the Madras 

Prestdency. As stated earlier in Chapter I, there were 
around 

as many as 120 Chettiar firms in Calcutta j · -JJ8j ·o, engaged 

in the export-import trade and in moneylending. After 1869, 

with the emergence of profitable opportunities for the 

employment of capital in the booming deltaic region of 

lo'ltver Burma, quite a large number of these Calcutta based 

firms are reported to have wound up their business in 

Calcutta and migrated to Burma. 50 It is said that in 

Burma these firms not only conducted moneylending but also 

exported the cheaper and better Burmese rice to India and 

51 
Ceylon, and established rice mills in Arakkan. The 

principal business of the firms that remained in Calcutta, · 

numbering around 60 in 1910, was the collection of deposits 

and loans for use in Burma as also elsewhere, and the 

export of rice to Ceylon. 52 

It should be borne in mind that this movement of 

Chettiar capital from Calcutta and the Madras Presidency 

to Burma, as well as within Burma, was a process that 

continued well into the 20's of the twentieth century, with 

50. Somalay 'Calcutta' in Sri Kasi Nattukkottai 
Nagarachathiram Nutranda Viya Malar (Tamil) 
1963, p.41. Hereafter referred to as SKNNNVM. 

51. Ibid. , p. 41 •. 

52. B.P.B.E.C.R., Vol.I, p.l90. 
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the number of Chettiar firms and subagencies operating in 

Burma multiplying decade by decade. 

There is a paucity of data on Chettiar operations 

in Burma for the period from the end of the 1880's to the 

1920's. However, an attempt will be made, with the help of 

infer· ential and other piecemeal data, to survey their 

activities till the 1920's. 

Though this lack of data prevents us from ascertaining 

the growth and extent of Chettiar operations, the 

infer: ential evidence of the general expansion and growth 

of the delta's economy suggests that their business 

flourished. 53 

Thus, from the 70's of the 19th century, with the 

rising demand for Burmese rice in the European and Asian 

markets, there was a steady increase in the area under paddy 

53. In 1907, there was, however, a huge crash caused 
by a world wide stringency in money supply because 
of which several Chettiar firms collapsed. The 
number of such firms that collapsed is, however, 
not available. According to the Burma Banking 
Enquiry Committee Report, the number of Chettiar 
firms operating in 1910 was 350, with a working 
capital of Rs. 15 crores. In view of the fact 
that there was a crash just 3 years earlier it 
would appear that both the number of firms and the 
capital employed in the period before 1907 was 

1 would greater than the 1910 figures./ See B.P.B.E.C.R., 
rne11ca~e Vol.I, p.61; see also, N.B.T.I:it.C., p.l5. 
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cultivation, as the following table shows :-

~~reage Under Paddy Cultivation in Lower Burma, 
for Selected Crops Years : 1852-1933 

1852- t 53 

1872-'73 

1882-'83 

1892-'93 

1902-'03 

1912-'13 

1922-'23 

1932-'33 

Acreage 

600 

1872 

3446 

5087 

6713 

8082 

8870 

9711 

Source : Chester L. C~er, Moneylender and the 
Economic Development of Lower Burma, p.44. 

· Alon~vith this increase in the acreage under paddy 

Cultivation there was a concomitant increase in ~ice 

production, leading eventually to a growth in the Export 

Trade 

Decinneal Exlort of Rice and Paddy from 
Burma ! 1865/66=- 1~39/40 

Years ExQort 
( '000 tons) 

1865/66 - 1970/71 399 
1871/72 - 1880/81 810 
1881/82 - 1890/91 981 
1891/92 - 1900/01 1463 
1901/02 1910/11 2169 
1911/12 - 1920/21 2176 
1921/22 1930/31 2676 

Source : Cheng Siok Hwa, Rice Industry of Burma 
1852-1949, p.201. 
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This increase in the Export of rice led to an 

increase in the price of paddy which, except for marginal 

fluctuations, continued in its upward trend unti~ the 

depression : 

1865 

1870 

1875 

1880 

1885 

1890 

1900 

1902 

1904 

1905 

1906 

1908 

Source 

Wholesale Price of Paddy in the· Rangoon Markets 
1865 - 1931, Selected Years 

Price 
(Rs.7100 baskets) 

50 

70 

65 

85 

95 

95 

.95 

1.00 

110 

105 

120 

135 

1909 

1911 

1912 

1914 

1916 

1918 

1920 

1922 

1924 

1926 

1928 

1930 

1931 

Price 
(Rs./100 baskets) 

110 

130 

160 

120 

110 

100 

180 

195 

195 

190 

160 

130 

75 

Cheng Siok Hwa, Rice Industry in Burma 
~852- 1949 ' p.73 

The available evidence tends to suggest that the 

value of land was also increasing during this period. 

Owing to the lack of data it is not possible to construct 

a time series for land values, but citing some specific 

cases may serve to illustrate what may have happened 

generally. 
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The per acre price of paddy land in a certain area 

of Pegu District increased from Rs.l8/- per acre in 1900 

to Rs.46.83 in 1911-13, an increase of nearly 170%.54 

In another area of the same district, the value of land 

rose from a range of Rs.l7.34 - Rs.l9.85 to a range of 

Rs. 34- Rs.61 per acre in 1913-14. 55 

The third Revision Settlement Report of the Thaton 

District (1913-15) also indicated an increase in land value 

since the last settlement, as the Report put it, "as was 

to be expected, the price of land has risen considerably 

since the last settlement. The increase for paddy land is 

from Rs.22/- per acre to Rs.67/- ••• The average value of 

all classes and kindsof land is Rs. 7~- per acre". 56 

The Second Revision Settlement Report of the Maubin 

district of 1925-28 also recorded an enormous increase in 

the value of paddy land. As the Report put it, "over the 

district as a whole, the statistics indicate that the value 

of Paddy land has increased by 216 per cent. While in the 

embankment protected tracts the rise in value has been no 
57 less than 300 per cent, and in some cases 600 percent". 

The above account is intended merely to show the 

all round expansion and growth of the Delta's economy 

54. Chester L. Cooper, oo.cit., p.48. 

55. ibid • ' p. 48. 

56. NBTIAC., p.l7. 

57. ibid., p.l7. 



from 1870 onwards. Conditions such as these provided 

an adequate basis for iv1oneylenders to operate successfully, 

and it is quite certain that the Chettiars, with ample 

funds at their disposal and a wide network of firms, took 

full advantage of the situation. 

The Chettiar sub-agencies that had mushroomed over 

several areas of the Irrawady region would have catered to 

the ever increasing demand for credit, providing long tenn 

loans against the security of the newly developed fertile 

land, and crop loans during the flourishing cultivation 

season from March to September against the security of the 

t d . 58 s an 1.ng crop. The steadily increasing paddy prices and 

land values, coupled with the relatively high interest 

rates ranging from 18~~59 to 36?( ~ and sometimes even 45% 
60 

per annum, must have enabled them not only to secure 

repayment of their loans in either c·ash or kind but also to 

reap handsome profits. Vlhen the debtors failed to repay 

their loans the colonial legal system came to their aid and 

they took possession of the land, the value of which was 

steadily going up. 

58. A. Savirinatha Pillai, M.P.B.E.C.R. -Vol. I., p.1177. 

59. Evidence of U Po Tin, Asst. Registrar, Cooperative 
Societies, Pegu East Division, Royal Commission on 
Aqr~culture in India, Vol. XII, Evidence taken in 
Burma, 1928, p.l04. 

60. Chester L. Cooper, OR.cit., p.37. 
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Information oh Chettiar activities for the third 

decade of the twentieth century is relatively less scarce. 

We have the Burma Banking Enquiry Committee Report providing 

fairly useful data on the nature and volume of their business. 

The data provided in the report is based partly on the 

findings of a special survey carried out by the Burma 

Nattukottai Chettiar Association in 1928-29, partly on the 

inside information provided by a Chettiar member of the 

Commission and also partly on the independent enquiries made 

by the Commission itself. Since there is a paucity of other 

sources of information on Chettiar activities during this 

period, one is forced to rely on the Banking Enquiry Committee 

Report. Moreover, given the fact that the 20's represented 

the peak period tn their activities, it should be reasonable 

to assume that the data provided by the report is a fair index 

of their activities in the 20's. 

There were, in 1929, 1650 Chettiar firms operating 

all over Burma 61 of these, 360 firms, i.e. 1/5th of the 

total number of firms, were located in Rangoon. 62 The 

heaviest concentration of the firm was in lower Burma; it 

was estimated that there were 1443 firms in the whole of 

lower Burma, inclusive of the firms in Rangoon. 63 The share 

61. See B.P.B.E.C.R., Vol. I p.203. 

62. ibid., p.203. 

63. ibid., p.203. 
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of upper Burma was only 195, excluding the Federate~ 3han 

f 
. . 6i. 

States, where 12 firms were reported to have been unct1on1ng. 

The concentration of Chettiar firms in lower Burma is 

indicative of their involvement in the financing of rice 

cultivation. Almost all the 1083 Chettiar firms in lower 

Burma (excluding the 360 Rangoon firms} were located in the 

13 principal rice growing districts of the region, as the 

following table shows :-

Distribution of Chettiar Firms in the 
13 Main Rice-Growing Districts 

District 

Pegu Division 
Pegu District 
Tha rrawaddy " 
Hanthawaddy 11 

Insein 
Pro me 
Toungoo 

II 

II 

Irrawady Division 
Basse in ll 

Henzada II 

Myaungma " 
Maubin " 
Pyapon It 

Tenasserim Division 
Thaton 
Amherst 

" 
" 

Total 

No. of Firms 

125 
110 

45 
40 
70 

65 

100 
70 

110 
55 

100 

30 
30 

940 

Source N.R. Chakravarthy, Indian Minority in Bunna -
Divide and Decline of an Immigrant Cofumunity 
TLondon, 1971), p.62. 

64. B.P.B.E.C.R., p.203. 
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In the course of their moneylending operations 

the Chettiar firms penetrated into as many as 217 

villages and towns of Burma. Of these, 155 were in 

lower Burma, 55 in upper Burma and 7 in the Shan 

. ·~t t 65 
~ a es. 

The Bunna Banking Enquiry Committee has also 

provided a fairly useful estimate of the total 

working capital of the Chettiar firms in Surma 

in 1929, which it estimated to be around 75 or 

80 c rores of rupees. Of this amount only Rs. 4 c rores 

were invested in upper Burma; of the remaining 76 crores 

invested in lower Burma, the share of Rangoon itself 

was 33 crores, while the rest of lower Burma accounted 
66 

for 43 crores. Unfortunately, the Committee did not 

indicate in sufficient detail the method by which it 

calculated the working capital of the Chettiars. All 

that we are given to understand is that to start 

with the Committee prepared a list of cities, towns 

and villages in which Chettiar moneylending firms 

65. B.P.B.E.C.R., Vol. I, p.203; see also, 
V.G. Nair - Varungala Burma (Tamil) 
(Colombo, 1932), p. 100. 

66. Bij>j_~~·9·R~~-· Vol. I,p.210 • 



178 

operated, followed by an estimation of their-capital 

investment in each one of the centres of activity. 

The Committee further estimated that out of 

the total Chettia r working capital of Rs. 75 c rores, 

over two thirds, i.e. more than 53.5 crores, was the 

capital of the proprietors of the firms, 11.5 crores, 

were deposits from Chettiars, and 10 crores was borrowed 

from the European :Sanks and also included the deposits by 

non-Chettiars such as Marwaris, Chinese and Burmese. 67 

Of this 10 crores, 3 crores was from the European banks 

in Burma, 1.3 crores from the Banks in Madras, and 

5.7 crores were the deposits from the non-Chettiars 

indicated above. 68 

The Banking Committee also examined the sectoral 

distribution of the working capital and estimated that 

of the Rs. 4 crores of working capital in upper Burma, 

Rs. 3 crores were invested in financing·trade while only 

1 crore was invested in agriculture. 69 In the case of 

lower Bu:rma it was just the reverse: while Rs.45-50 crores 

was invested in agriculture, only about 21-26 crores was 

invested in trade. 70 That in comparison to lower Burma 

67. B.P.B.E.C.R., Vol.I, p.211. 

68. ibid., p.213; see also U. Tun' Wai, Burma's Curren~ 
and Credit (Bombay, 1953), p.45; and see Allene 
Master, op.cit., p.23. 

~9 • B. P • B. E. C. R. , V o 1 • I , p • 211. 

70. ibid. ' p. 211. 
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Chettiar investments in upper Burma were extremely small 

is not very surprising; as a largely dry zone, upper 

Burma experienced frequent crop failures and fluctuations 

in harvests. This uncertainity in farming and the 

consequent lack of adequate security made money lending in 

the agricultural sector relatively less attractive and thus 

discouraged many Chettiars from venturing into this area. 

On the contrary, in lower Burma, not only was the land 

extremely fertile, the rainfall dependable and the harvests 

regular, but the prices of paddy and land 1..vere high. Lower 

Burma thus provided a more adequate basis for money-lending. 

It was under these favourable conditions that Chettiars 

loaned vast sums of money to the agriculturists. 

The agricultural loans provided by the Chettiars 

were principally the crop-loans and the long-term loans. 

According to the Burma Banking Enquiry Committee Report, 

the total amount of crop loans required annually for the 

whole of Burma was around Rs.20 crores and of this amount 

Rs. 16 crores were utilised in lower Burma while 4 crores 

. d . B . 71 were requlre ln upper urma. The committee further 

stated that the Chettiars either directly or indirectly 

provided about 10-12 c-rores of the crop-loans in Lovver 

Burma (two-thirds of the total amount) and about Rs. 5 

million, or one-sixth of all crop-loans, in upper Burma. 72 

These crop-loans were generally taken in instalments. The 

71. B.P.B.E.C.R., Vol.I, p.74. 

72. ibid.' p.68. 



1S0 
Burma Banking Enquiry Committee provided the following 

rough breakdown in terms of the time when the loan was 

sought. Of the total crop-loan requirement of Rs. 20 

crores, 6 crores were taken between April and June, to 

meet the initial expenses of cultivation such as the 

purchase of seeds, implements and cattle. 73 Money was 

also required for meeting household expenditure and for 

paying advances to the ploughmen. The next instalment 

was taken between July and September and was roughly of 

the order of Rs. 10 crores. 74 This sum was often used to 

meet the wages of transplanters, besides food and other 

household expenditure. The last instalment was taken 

sometime in November, just before the harvest, and amounted 

75 to about Rs. 4 crores. The duration of a crop loan was 

generally 7 to 8 months, and these loans were normally 

expected to be repaid in full immediately after the harvest. 

The Banking Enquiry Committee estimated that out 

of their total investment of 45-50 crores in the 

agricultural sector in lower Burma, short term loans 

76 accounted for 10-12 crores. The balance was invested 

in the form of intennediate term and long term loans. 

73. B.P.S,E.C.R., ·'l,lol.I, p.76. 

74. ibid., p. 76. 

75. ibid. '. ·p_. 7.6. ~ " 

76. ibid.' p.211. 
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The security usually demanded by the Chettiars was land, 

gold or jewellery, and houses; they were said to have 

sometimes lent against the s~curity of paddy and other 
77 produce, and standing crops. 

By 1929, the Chettiars had become the mainstay of 

agricultural credit in lower Bunna, and their operations 

through a net-work of firms was exceptionally wide-spread. 

They not only did the largest part of direct moneylending 

to the agriculturist, but also supplied credit to other 
78 money-lenders. Thus it was said that in Prome District 

the "Chettiars lend one-third of all the crop-loans directly 

and finance the Burman lenders to such an extent that 

Chettiar' s money forms two-thirds of all the loans. n79 The 

Banking Committee said that in certain areas of Hanthawadi 

80 % "they are the only money-lenders 11
; in Tharrawady 99° of the 

loans were ascribed to ~he Chettiars. 81 The extent of 

Chettiar operations as compared to the operations of other 

money-lenders is brought out by the following figures: in 

1927-28, for income-tax purposes, 1587 Chettiars were assessed 

on an estimated total assessable income of over Rs. 3 crores, 

while 1315 other money lenders were assessed on an estimated 

82 total assessable income of Rs. 65,00,000. 

77. B.P.B.E.C.R., Vol. I, pp. 82-83. 
78. ibid.' p.67. 

v 
79. ibid.' p.68. 

80. ibid.' p. 67. 
81. ibid.' p.67. 
82. Cheng Siok Hwa, OQ.Cit., p.184. 
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However, all the Chettiars were not equally wealthy, 

and so this point is not brought out in most works on the 

Chettiars, and as there is some mis-apprehension on this 

point, it needs to be very clearly stated that the Chettiars, 

inspite of belonging to a very closely-knit social grouping, 

did not allow social considerations to take precedence over 

economic ones. No amount of sociological jugglery can gloss 

over the fact of economic differentiation within the community. 

We get a fair idea of this differentiation from a 

very important document of the Burma Nattukottai Chettiar 

Association showing details of Chettiar landholding in Burma 

sometime in the post 1945 period. Though the data does not 

strictly pertain to our period, it does provide a fair 

indication of the situation. The document, which provides a 

breakdown of Chettiar landholders, is reproduced below :-

Size of holding No. of firms Total acreage 
(In acres) 

Below 1000 574 2,17,164-11 
1000- 2000 194 2,69,429-14 
2000 - 3000 125 2,94,600-22 
3000 - 4000 72 2,44,649-66 
4000 - 5000 38 1,74,226-61 
5000 6000 19 97,159-54 
6000 - 7000 8. 52,339-46 
7000 - 8000 6 43,900-17 
9000 - 9000 4 34,588-73 
9000 -10000 2 - t 18, 360-12 
Above 10,000 12 2, 72,157-50 

1054 17,18,575-31 
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(This data along with certain other information was 

provided by the Secretary, Burma Nattukkottai Chettiar 

Association, to Shri Kanam Pillai, Charge'd Affairs, 

Embassy of India, Rangoon, Covering letter dated 22nd 

Oct. 1953, Ref. No.137/53/54, has been cross-checked by 

referring to a list of landholding of member firms of 

the Burma Nattukottai Chettiar Association.) 

The above data provides a fair ind ic at ion of the 

stratification within the Chettiar community. 574 firms 

with a holding of 2,17,164-11 acres, and an average 

approximate holding of 378 acres per firm, can be classified 

as the really small firms, while firms having a holding 

ranging between 1000 and 5000 acres can be said to compose 

the middle strata of the community. Under this category we 

have 429 firms with a total holding of 9,82,905-16 acres. 

The remaining 51 firms with a holding of 5000 acres each 

can be considered as the large finns. 12 of these 

possessed more than 10,000 acres, and one possessed 

80,000 acres. 83 

83. See Letter from Secty., B.N.C.A., to Kanam Pillay, 
dated 22 Oct., 1953. 
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Because of the growth of business, and the 

economic differentiation within the community, an' 

urgent need was felt for an organisation which could 

exercise some control over, and also co-ordinate, the 

multifarious activities of the growing number of Chettiar 

firms. A need for an organisation that could consolidate 

and strengthen their overall economic position was also 

felt. 

It was to meet these ;needs that the Burma 

Nattukottai Chettiar Association was formed. The 

Association was a member of·the Federation of Indian 
/• 

Chambers of Commerce and Industry, and had a membership 

of 1498 firms by 1929. 84 It was specifically charged 

with the responsibility of protecting the vast commercial 

and economic interests of the community. 

In the course of its activities the Association 

strove to infuse a sense of unity among the various 

competing Chettiar firms, and in this direction organised 

meetings and conferences of the Chettiars at frequent 

intervals. The first All-Burma Nattukottai Chettiar 

Conference was held in Ringoon in Nov.-Dec. 1924. I was 

fortunate enough to gain access to the text of the 

Presidential address and the printed copy resolutions 

84. B.P.B.E.C.R., Vol.I, pp.l95-196. 



passed at this conference. 85 185 
In his Presidential Address Shri T .s. Nagappa 

Chettiar, the proprietor of the TSN Firm, urged his 

kinsmen to strengthen the position of the Association. 

He pointed out that there was currently less unity and 

more competition among the Chettiars. He also deplored 

the practice of taking intra-Chettiar disputes to the 

courts rather than settling them at the Chettiar 

Panchayats. He appealed to them to change with the 

changing times and requested them to venture into fields 

other than money-lending, such as trade and organised 

modern banking. 

Among the major resolutions passed at this 

conference were :-

(a) The establishment of a mo:iern joint stock 

Chettiar Bank, the directors and shareholders 

of which were to be Ghettiars. 

(b) in order to effectively represent the interests 

of the community in Burma, it was requested that 

the Chettiars come forward and contest elections 

for the legislative assemblies, municipalities, 

and town corporations. 

85. {1) Burma Nattukottai Chettiar Kalin Mudalav- adu 
Mahanadu; Thiruvalaz T.S. NagapRa Chettiar Kalin 
r:lukuvarai Pirasangam' ( Tenkanchi, 1924), pp .1-11. 

( 2) Burma Nattukottai Chettiar Kalin Mudulavadu 
Mahanadil Niraiveriya Theermanangal, (Rangoon, 1925), 
pp.l-8. 
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(c) It was requested that the Chettiar firms should 

not charge excessive interest rates on loans to 

their own kinsmen, and that Chettiars should not 

borrow from non-Chettiar sources. 

(d) It was requested that the Government inform 

the Chettiars in cases where landholders had 

failed to pay land revenue of a particular land 

before that land was put up for auction. 

(e) It was urged that the commercial banks in 

Burma lower their interest rates on loans to 

the Chettiars since the same was much higher 

than the rates orevailing at banks in Calcutta 
1 

and Madras. 

(f) It was resolved that the tenure of the Agent 

m the Chettiar firms in Burma be reduced from 

three to two years. 

(g) Consideration on the resolution as to whether 

disputes amongst the Chettiars be settled 

within the community, viz. through the medium 

of the Chettiar Panchayats, or outside the 

community, was postponed to the next conference. 

Though the association th~ically represented the 

interests of the community as a whole yet, as some of the 

above resolutions indicate, the a~sociation and the 

conferences held under its auspices was sometimes used as 

a forum for effectively representing the interests of 
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certain influential Chettiars. 86 

The Establishment of the Association marked a 

major change in the organisational development from 

the traditional Chettiar caste panchayat; the formation 

of the association is also a clear indication of the 

economic differentiation within the community, which has 

been discussed above. 

Having surveyed the growth and development of 
we 

Chettiar activities uptil 1928-29,~ow pass on to a 

discussion of thei~ Business organisation and financial 

management. 

The Chettiar firms in Burma, as elsewhere, were 

either partnership finns or sole proprietor concerns, in 

either case, the head office or the proprietor of these 

firms was in Chettinad, while the branch firm was managed 

by an Agent. The principal agency or firm in Burma was*, 

in most cases, located in ~angoon or one of the other 

major trading centres. 

86. Apart from the Burma Nattukottai Chettiars' 
Association, the Burma Indian Chamber of Commerce 
was also utilized as an organisation for 
representing their interests. As many as 13 
leading Chettiars were members of the organisation 
in 1925-26. They included the AKACTV, AKRMMCT, 
AKRivUVlK, PKN, RMP, SM, SAR.lvi, SKRSKR, SMAAA, SiRM.MA, 
.3R1'<1MCTUiSIR, SRYJv1RN1 and T.::iN firms. See: The Burma 
Indian Chamber of Commerce, Reports of the 
Committee and Correspondence for 1925-26, 
1926-27, Rangoon 1929 pg. V. 
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A large portion· of the capital of the Chettiar 

finn was provided by the proprietor or the partners, 

(as the case may be); money was also borrowed from 
' 

relations and members of the Chettiar caste. The larger 

Chettiar firms had direct dealings vvi th the European Banks 

from vJhom they got loans and overdrafts. Apart from this, 

they also accepted deposits from ~arwaris, Chinese and 

Burmese. Thus, it 'vvas estimated by the Surma Banking 

Enquiry Committee that out of the total Chettiar working 

capital of over H.s. 75 crores. over 2/3rds, i.e. 53.5 crores, 

was the capital of the proprietors or partners of the firm; 

11.5 crores were deposits from Chettiars, and Rs. 10 crores 

was the sum borrowed from the European Banks and the 

deposits by non-Chettiars such as Marv11aris, Chinese, and , 

the Burmese. 87 Of this 10 cro.:res, 3 crores was from 
~ 

European Banks in B~rma, 1.3 crores from the Banks in 

Madras such as the Imperial Bank of India, Chartered Bank, 

the National City Bank etc. and 5.7 crores were the deposits 

of the non-Chettiars indicated above. 88 The smaller 

Chettiar firms, which did not have access to the Eurooean 
' 

Banks, borrowed from the bigger Chettiar firms and from big 

i:'larvvari firms like :1ai 3a~adur '3ansi Lal Abirchand, 

~anigram Jamuna Das and others. 89 

88. _IhP.~.E._C.~i.., Vol.I, p.213 and pp.218-219. 

89. Confidential Notes on the guestion of Compensation 
Payable to Indians for Nat~onalization of Paddy Lands 
(A document prepared by the Burma Nattukottai Chettiar 
Association Subheading III "Chettiarst (N.D.) f. 3. 

L h!l!tiool of tSus/l')essA 
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A. noteworthy .feature of Chettiar money-lending 

operati~ns in Burma, as elsewhere, was that capital was 

never allowed to remain idle; it kept shuttling between 

the sub-agencies in the small villages and towns and the 

princi~al firms, which were located in one of the larger 

trading centres, and vice versa, depending on the demand 

for credit at a particular time in a particular area.90 

Thus between April and November, the paddy cultivation 

season, capital was required, as has been indicated already, 

for buying various inputs and to meet household expenditure. 

At the end of the cultivating season the paddy brokers came 

to the villages and purchased the produce, the money the 

cultivator received for the produce was given to the 

Chettiars as repa}~ent of the loans they had earlier provided. 

The Chettiars now used this money to finance the threshing 

and transportation of paddy to the trading centres. 91 When 

the demand for credit was small during the slack season, 

the sub-agencies sent part of their capital to the principal 

firms at the trading centres where it~_was utilised in such 

activities, other than financing agriculture, that the 

Chettiars were engaged in. 

90. B.P.B.E.C.R., Vol. I, pp.92-93. 

91. Ibid., p.93. 
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There is ample evidence that besides moneylending 

some of the Chettiars also carried on trade in rice and 

timber. Among these were the Chettiars who had come from 

Calcutta to Burma, and they are reported to have established 

rice mills in the Arrakkan region and also to have carried 

on trade in rice. 92 Apart from these ex-Calcutta firms, 

several other Chettiar firms were also engaged in the rice 

trade. So important a force were they in this line of 

business that they were considered not merely as middlemen 

but "as potential rivals of the millers (European) as they 

brought rice for India an'd the Straits 11 •
93 In so far as 

procurement of paddy (for export) was concerned, one can 

say that they had an edge over the European mill· ers, since 

the rice was easily acquired in the normal course of their 

moneylending operations. Elaborating on this point; 

J.S. Furnival noted that the Chettiars "had done much to 

destory the independence of large numbers of Burmese 

cultivators, to whom they advanced on ruinous terms and 

when the harvest time comes around, it usually turns out 

that to satisfy the moneylenders claim, the debtors' whole 

crop of paddy has to be made over to him (the Chettiar), 

and the Chettiar instead of selling it at a low rate to the 

European miller shipped it to Madras". 94 That the Chettiars 

92. .Somalay, SKN'NNVM, p.41; see also, Vysiamitran, 
2-2-1920, p.4. 

93. J.S. Furnival, oo.cit., p.96. 
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were also securing loans in kind is confirmed by 

Shri A. Savirinatha Pillai in his evidence to the 

Madras Banking Enquiry Commission of 1929. According 

to the evidence gathered by him, the Chettiars obtained 

50% of the crop of the agriculturist. 95 The weekly 

journal of the Chettiars, 'The Oolian 1
, by regularly 

publishing quotations of paddy prices in the various 

markets enabled them to keep a constant watch on the 

prices of paddy. 

The Chettiars also either established or acquired 

a number of rice mills. According to the evidence of the 

Indian Industrial Commission of 1916-:17, 16 rice mills 

out of a total of 318 were under Chettiar ownership. 96 

Quite a few of these had originally been set up by the 

Burmese with the help of Chettiar capital but gradually, 

on account of bad management and the resultant losses, 

these mills got into the hands of the Chettiars. 97 Among 

·the important rice mills of the Chettiars was the M.M.P .L. 

Palaniappa Rice Mill at Akyab; with it Registered Head 

Office at Nemuthapatty in Ramnad district, it had branches 

spread over Burma, India and Ceylon. In ~urma, besides 

Akyab, it had branches in Dedaye and Rangoon. 98 

95. A. Savirinatha Pillai, M.P.B.E.C.R., p.ll77. 

96. See Report of the Indian Industrial Commission 
Minutes o_f_ Evidence 1916-17 ~ Vol. V, Punjab, Assam 
B~rma & General (Cal., 1919), p.543. 

97. Evidence of Mr. English, Commissioner, Maymyo, IIC, 
1916-17, Vol. V, p.638. 

98. Thacker's India Directorr.l915, Commercial Industries 
Section, Rice Mills, p.71. 
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A specimen copy of an Insurance receipt for Timber 
exported by a Chettiar from Moulmein in Burma' to Tondi, 
a small port in Madras, dated 29th Jan. 1920. 
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Apart from rice, the Chettiar f~rms were also · 

exporting considerable quantities of timber to India. 

From the August 7th 1911 issue of "The Vys iami tran 11 we 

gather that 5000 tons of timber were shipped from Burma 

to the small port of I"· ondi in Ramnad dis.trict. 99 

An important figure in the timber business of 

Madras was P.A. Chockalingam Chetty. He commenced his 

business around the year 1902, though it was said that his 

ancestors for three generations had been dealing in timber. 

This firm imported ·huge quantities of timber from Burma and 

it was said that every week a consignment of logs was either 

shipped or floated ashore from Burma. Among his customers 

were the Government of Madras and private contractors in 

lv1adras, and the dominions of Hyderabad and Mysore. 100 

An examination of the ledger of the A.M. Chettiar 

firm of Moulmein for the year 1919 revealed tha1: along with 

money lending they were also exporting huge quan.tities of 

timber to South India. 

The Chettiars also possessed quite a few saw and 

timber mills in Burma. As in the case of the rice-mills, 

some of these were originally set up by the Burmese with 

99. Vysiamitran, 7-8-1911. From the Swadesh~"mitran 
(the nationalist Tamil daily published from Madras) 
of 8-5-1896 we gather that Shri NAR Arunachellam 
Chettiar, a businessman based at Moulmein, possessed 
a cargo ship with a load capacity of 810 tons. 

100. Southern India - Its, History, Peo:ele, Commerce and 
Industrial Resources, compiled by s. Playne, 
Ed. by A. Wright, (London, 1914-15), pp.646-649. 



the help of Chettiar capital, but owing to 

mismanagement and losses, passed into th~ 

hands of the Chettiars. 101 There were as 

many as 18 saw-mills under Chettiar owner

ship, out of a total of 189 mills in 

1916-17.102 

19 t -~ 

The above account shows that the Chettiars 

did not hesitate to employ their capital in fields 

other than moneylending. This diversification and 

dis,~:sal of their capital into different fields of 

economic activity would surely have helped in 

averaging the risk, and in maximising the profits. 

At any rate, the pursuit simultaneously of two or 

more economic activities is a unique feature of 

Chettiar entrepreneurship. 

However, it was the financing of agriculture 

that took up a major part of Chettiar capital. Loans 

in Burma were classified into five main types on the 

basis of the form of advance made and the mode of 
103 repayment. These were : 

1) Ngwedo - A loan given in cash with 

principal and interest repaid in cash. 

101. Evidence of Mr. English, I.I.C., Vol. V, 1916-17, 
p. 638. 

102. I.I.C., Minutes of Evidence, Vol.V, p.543. 

103. Cheng Siok Hwa, oo.cit., p.173. 
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2) Sabado - was a loan given in kind with the 

principal and interest also paid in kind. 

3) Sabade - This was again a loan given in kind 

but while the principal was paid in kind, the 

interest was to be paid in cash. 

4) Sabanyun - was a loan made in cash, while the 

principal was to be repaid in cash, the interest 

was to be paid in kind. 

5) Sabape - Was a loan made in cash at the 

beginning or the middle of the agricultural season. 

The loan {both the principal and interest·) \Yas 

to be repaid in kind at harvest time. 104 

Of all these loans the Chettiars mainly dealt with 

Ngwedo loans and to a smaller extent with Sabape loans. 

Though the Chettiars deny that they resorted to Sabape loans 

there is evidence that they did provide these loans. 

According to A. Savirinatha Pillai, Assistant Commissioner 

of Income tax, Southern Range, the "Chettis themselves obtain 

.· lt . .,1 05 50 per cent of the crop of the agr~cu ur1sts in return 

for the loan advanced. He further stated that by acquiring 

paddy in this way and selling it, they could, given the 

upward trend in the prices of paddy, easily secure repayment 

of their loan and the interest.106 

104. Cheng Siok Hwa, op.cit., p.l73. 

105. A. Savirinatha Pillai, M.P.B.E.C.R., p.1177. 

106. ibid., p.ll77. 



•.' ... 

A specimen copy of a promissory note of a Chettiar firm 
of Moulmein (Burma), dated 14th Jan., 1889. The amount 
lent against the promissory note was 22,300/-. 



Loans were further classified, on the basis of the 

period of the loan, into long term, intermediate term and 

short term loans. Long term loans were lent for the 

purchase of land, ~xpensive implements, repayment of large 
107 

debts etc. These loans were secured by mortgage or 

against the security of land, houses, jewellery, etc. 

The duration of this loan was, in the case of Chettiar firms, 

usually 3 years, though sometimes it was allowed to run on 

if the security was adequate and the interest was paid 

regularly after every harvest;os. Intermediate term loans 

were generally provided for house-building, the purchase 

of cattle, carts etc. These loans were also lent against 

some security and were to be repaid within ?-5 years~09 

Short term loans, also known as crop-loans, were 

given for cul~ivation expenses and the living expense of 

cultivator and his family. These loans were to be repaid 

in full after the harvest; 110 short term loans were 

issued against the security of primissory notes. 

The rates of interest on all these loans was 

determined by and dependent upon the size of the loan, its 

107 Chengsiok Hwa, op.cit., p. 175. 

108 Allene Masters, op.cit., p. 24. 

109 Chengsiok Hwa, op.cit., p. 175. 

110 B.P.B.E.C.R9, Vol. I, pp. 75-76; See a~so, 
Allene Masters, op.cit., p. 24. 



A specimen copy of a cheque issued by a Chettiar firm 
of Rangoon, dated 8th April, 1920. 

J 
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duration, the time of the year it was sought, the kind 

of security offered, and the prevailing rate of interest 

in the unorganised money market. On the whole, small 

loans were charged a higher rate of interest than the 

large loans. 111 The interest rates generally varied 

between 18% and 36% per annum, but were sometimes as 

high as 45%. 112 

Long term and intermediate term loans were, as 

already indicated, lent against the security or mortgage 

of land, houses, jewellery etc. Since the rates of 

interest were fairly high, it often happened~ especially 

if paddy prices registered a fall or if there was a 

bad harvest, that the debtor defaulted in repayment of 

the loan. The failure of repayment inevitably involved 

the loss of the mortgaged property. Since land consti

tuted a major part of the security or mortgage offered 

by the debtor, there was a steady flow of land from 

cultivator to creditor. 

This persistent trend of loss of lands by Burmese 

peasants to non-agriculturists, particularly the Chettiar 

moneylenders, noticed first around the 1880's, was a 

111. Cheng Siok Hwa, op.cit., p.174; see also, 
Allene Masters, op.c1t., p.24. 

112. See Royal Commission on Agriculture in India, 
Vol. XIIt Evidence taken in Burma~ (1928)l P.•75, 
and p.l04; see also Speech of ThaKin Nu { 948), 
p.17; and also see Chester L. Cooper, op.cit., p.37. 



continuous process which assumed alarming proportions 

during the depression of 1930. 113 Given the nature 

of the tenurial system the British had created, this 

trend was in a sense inevitable. Thus, as already stated, 

under the Lower Bunna land and Revenue Act of 1876 ·the 

squatter over a piece of land obtained a permanent 

heritable and transferable right of use and occupation 

in land after the payment of land revenue continuously 

for a period of 12 years. The Act also provided that 

a cultivator could obtain an occupancy right by paying 

a nominal land revenue for a single year so as to enable 

the cultivator to use the land as security for loans to 

cover the purchase of such things as food, cattle and 
114 seeds, and cultivation expenses. The moneylenders, 

it was said, made good use of this provision by moving 

in to take the occupancy right before full heritable 

permanent ownership could be acquired. 115 It is ir6nical 

that the colonial authorities who set out to create some 

form of peasant proprietorship in Burma by making the 

title of land heritable and transferable und~r the 1876 

Act, in fact ended up by preparing the ground for the 

extinction of peasant proprietorship. It should be noted 

that this was also precisely the period when land values 

113. J.R. Andrus, op.cit., (1946) p.262. 

114. J.F. Cady, op.cit., p.158. 

115. ibid., p.158, 



20 1 
..f-

and prices of paddy had started increasing and henc~ 

land acquired a sale or exchange value and therefore 

began to be used by the moneylender as a security for 

loans. 116 Consequently, from this time onwards, viz. 

in the 80's, 90's of the 19th century, there was a steady 

transfer of land from the cultivators and agriculturists 

to non-agriculturists moneylenders and though several 

attempts were made by the authorities to check the process 

of land alienation, because of the strong opposition of 

the Chettiars, the Burmese land-lo!rls and the European 

merchants, nothing was done until as late as 1939. 117 

It was estimated that by 1926 non-agriculturists 

held 3.5 million acres of land out of a total of some 

18 million acres of cultivable land. 118 By 1929/30, viz. 

before the onset of the depression, the Chettiars owned 

as much as 5,70,000 acres of fertile land in the thirteen 

main districts of lower Burma. This was 6% of the total 

. d 1 d 119 f. b d rd occup1e an , no mean 1gure y any stan a • 

It needs to be pointed out that the process by 

which Chettiar moneylenders became landlo!rls was not pure 

chance or accident, as is quite often made out in works on 

Burma, but the result of the logic inherent in their credit 

116. NBIIAC~_, p .1. 

117. Speech of Thakin Nu, (1948), para 3, pp.l3-14. 

118. ibid., p.15. 

119. NBTIAC., p.7. 
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system. Since the bulk of Chettiar operations was in 

the Irrawady region, it may be reasonably assumed that 

they loaned against the best land, and when the repayment 

of the loan was defaulted, the Chettiars took possession 

of the land. 

The Confidential Note on the Question of 

Compensation Payable to Indians for the Nationalisation 

of Paddy Lands, 120 drafted by the 'Burma Nattukottai 

. Chettiar Association, has listed the following methods 

whereby Chettiars generally came to possess land: 

(1) Vol_~!lt.<lry .Sale in Settlement of Debt: When 

a deb .t accumulated and the debtor was unable 

to pay, he sometimes settled with his creditor 

by conveying a portion of his property in full 

settlement of the debt· •. 

( 2) Court Sale un<ie:r.:..Jv\oney_Q_gs;_~: If the 

Chettiars were unable to realise their dues 

from the debtor, they filed a suit in a court 

and obtained a money decree and attached the 

propertJ.;· :. • Thereafter, the court authorised 

the property to be sold in a public auction 

and the creditor sought the permission of the 

court to bid at the auction so as to set off 

the purchase money against the dues. Since the 

creditor was usually the highest bidder he 

secured the property. 

120. This document was consulted by me at the residence 
of the late Shri Solayappa Chett iar, the former 
Secretary of the Burma Nattukottai Chettiar 
Association, in Palathur, Ramnad district. 
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( 3) Couri. S?le under Mo;rtgage Decree: Under this 

method the Chettiar filed a suit for the 

realisation of the mortgaged property and 

obtained a decree, and after the normal period 

of six months for redemption of the property, 

the property was sold, as in the above case in 

public auction. The remaining procedure was 

the same as in the above case. 121 

It is stated that the Chettiars purchased the 

property only when they found that their full dues were 

not being realised by the sale. 122 One is a bit sceptical 

of this argument in view of the fact that land values were 

on the whole rising during the period 1880-1929. Moreover, 

since tee Chettiars usually demanded the best land as 

security for the loan, the sale value would ordinarily 

have been far greater than the amount (the loan and the 

interest) due from the debtor. Thus the fact that the 

Chettiars purchased land in a public auction in the face 
that 

of competition from other bidders would indicate jthe -
ownership of land was profitable. That this was in fact~ 

so was inadvertently admitted in the Confidential Note. 

Looking back at the turn of events, the Rote stated 

rather critically that "they (the Chettiars) thought 

121. Confidential Note, .Q_Q.cit., Sub-heading 
'How Chettyars came by the Lands', pp.4-5. 

122. ibid.' pp. 5-6 •. 



rather foolishly that if they purchased the land they 

· h ll · t 1 t t · · 1 • ul23 m~g t se_ ~ a er on a a n~g1er pr~ce. 

Several writers have striven to stress upon the 

assumption that basically the Chettiars were not interested 
and 

in acquiring landLthat they were forced into landownership 

by circumstances. 124 One writer has even suggested that 

their business organisation was not equipped for land-

ownership since "ownership necessitated constant surveil

lance of property and some responsibility for the 

collection of rents and indirec~ly, production on land. 11125 

As already indicated, the trend among the Chettiars was 

to diversify their activities into different fields, such 

as trade and ownership of mills etc. Of significance in 

this context is a certain memorandum of the Burma 

Nattukottai Chettiar Association to the Chairman of the 

Central Board of Revenue. Listing the losses incurred 

by the Chettiars during the Japanese occupation of Burma, 

the memorandum incidentally throws light on the nature 

of the business of the Chettiars in the pre-war period. 

According to the memorandum the Chettiars were, apart 

123. Confidential Note, Qp.ci~, p.6. 

124. Golay Anspach, et.al., Underdevelo~ment and Economic 
Nationalism in S.E. Asia, (Cornell, 1969), p.220; 
see also N.R. Chakravarthy, op.cit., p.58; and see 
also Memorandum of Chettiar Overseas Association, 
Karaikudi (1945), pp.l-2; Allene Masters, op.cit., 
pp.28-29. 

125. Allene Masters, op.cit., p.29. 
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from moneylending, also engaged in the collection of rent from · 

their lands. The rent so collected, largely in kind, was stored 

126 in granaries and subsequently exported from Burma. In the 

face of this evidence it is a little difficult to accept the 

hypothesis that their business organisation was not equipped for 

landownership. Leasing out lands to the tenants and securing 

the rent does not call for any elaborate organisation. The 

question of ownership of land by the Chettiars assumes its real 

significance when seen in conjunction with their involvement in 

rice-milling and in the rice-trade. 

In any case, considering that the 'Chettiars owned as much 

as 5,70,000 acres of fertile land in 1929 and bought land them

selves at public auctions when the proceeds of the auction would 

have secured them their dues, the arguments regarding their dis

inclination to be land-owners do not appear plausible. 127 

126. Memorandum of the Burma Nattukottai Chettiar Association 
to the Chairman, Central Board of Revenue. (This document 
was made available to me for consultation by Sri AKACTAL 
Chidambaram Chettiar of Kottaiyur), p.l, para.3. 

127. In fact the Burmese Newspaper 'Thuriya' in its issue of 
19th Feb. 1930 had stated that 11 in the recent years 
Chettiars have aimed at obtaining possession of agricul
tural land and for this purpose have seized it more readily 
when loans were in arrears, holding it and working it 
through tenants. 11 Making a specific reference to the 
Maubin district, the paper stated that the Chettiars had 
taken over 30,000 acres of paddy lands in each of last 
three years. 

The majority of the members of the Surma Provincial Banking 
Enquiry Committee (viz. 5 out of 8 merr1bers) endorsed the 
view expressed by the nev.,rspaper and added that this was 
due to "the increase of rents and the disappearance of 
difficulty in finding tenants." However the Chairman and 
another member of the Committee disagreed with the above 
view (the Chettiar member of the Committee kept himself 
out of the debate). &ee, B.P.B.s.c.R., Vol.I, 1929-30 
(3angoon, 1930), pp.l98-199. - · 



Another argument that has been advanced is that 

the Chettiars, in accordance with their preference for 

liquid capital, would not have been inclined to lock up 

their funds in landholdings. 128 However, this principle 

would apply strictly to the smaller firms only, which .. 
operated with a small quantum of capital. The large and 

medium firms, which cor:1ma nded a 1 arger pool of capital, 

were quite prepared to invest their capital in fields 

other than moneylending, if such an investment provided an 

adequate return. 

The transfer of land to the Chettiars, and the 

ownership of land by them, was profitable as long as the 

prices of paddy and land values were high; however, with 

the onset of the depression and the sharp fall in prices 

of paddy and land, the ownership of land became distinctly 

unprofitable. Thus, in discus sing the ownership of land 

by the Chettiars, one needs to distinguish between the 

pre-depression and the post-depression periods. 

The calamitous effect of the depression on 

Burmese agriculture, trade and more specifically on 

Chettiar moneylending operations was heralded with 

128. Allene Masters, oo.ct_t., pp.28-29. 
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the collapse in the wholesale prices of paddy. Thus · 

the price of paddy, which had been Rs. 160 per hundred 

baskets in the Rangoon market in 1929 came down to 

Rs. 130 in 1930 and plummeted toRs. 75 in 1931. 129 

A Burma Nattukotta~ Chettiar Associati?n document provided 

a different set of figures. According to it , the whole-

sale prices of paddy in lower Burma fell from Rs. 240 in 

1929 to Rs. 155 in 1930 and to ii.s. 60 in 1931.130 

Land values also registered a fall. Thus, in Pegu 

district, where Chettiar operations were quite consider

able, land values had, by the 1932-34 session, fallen by 

25% from the values of 1924-25.131 The average sale 

value of land, which was about ~s. 92 per acre, 132 fell 

to Rs. 68.36 per acre by 1932-34. 133 Similarly, in the 

Amherst district, from the highest price of over Rs. 300 

per acre in 1927-28 in certain developed tracts, the 

value came down to Rs. 230 per acre in 1931-32, a fall 

of 26%. 134 

129. Cheng Siok Hwa, op.cit., p.73. 

130. Confidential Note, op.cit., Subheading Depression 
of 1929-30, p.7. 

131. NBTIAC_,_ p.16; see also, Chester L. Cooper, 
op.cit., p.48. 

132. Chester L. Cooper, QE.cit., p.48. 

133. NBTIACL p.16. 

134. Ibid., p.l7. 



The net result of these developments was that 

it became virtually impossible for the agriculturist 

to repay his loans and often even the interest. When 

outstanding loans could not be repaid, the Chettiars 

went to court in settlement of their dues. Thus, 

hundreds of thousands of acres of land got into Chettiar 

hands during this period. The extent of this land 

holding is shown in Table No.5 • As the table shows, 

Chettiar holdings of land increased from 5,70,000 acres, 

which was 6?~ of the total cultivated area in the major 

rice-growing districts, to 23,93,000 aGres, which was 

25% of the total cultivated area. In addition to these 

land-holdings, it was estimated that another large area 

of 10-20% of the total cultivated area in lower Burma 

was mortgaged to them. 135 A considerable amount of real 

estate in Rangoon also came into their possession during 

this period •136 

The smooth functioning of their system of money

lending required the maintenance of a balance between 

their liquid assets and investment in immovable property; 

hence, this drastic conversion of their capital into 

immovable property created a serious crisis in their 

moneylending system. 

135. Allene t•lasters, op.cit., p.29. 

136. Ibid., p.29. 



Year 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

lABL£ No. 5. 

Clas.sj.j}cation of Occupie~_f_J;..and in__i_he 

13 Principal Rice-growing Districts ( 1 000 1 s) 

Total Total Area Percentage % of area 
agricul- agricul- occu- area occupied occupied by 
tural tural area pied by Ghettiars Chettiars 
land occupied by to area occu- to total 

by non- Chet- pied by non- occupied 
cultivators tiars agriculturist area 

9245 2943 570 19 6 

9305 3212 806 25 7 

9246 3770 1367 36 15 

9266 4139 1782 43 19 

9335 4460 2100 47 22 
9408 4687 2293 47 24 

9499 4873 2393 49 25 

Source . No_tes by the Ind~an Advisor_y__f_9mmi ttee to . 
the Burma Nattukottai Chettiars Association 
on tne Land N-aTfonalisation Act of 1948, -
K.E.S.c. Ltd.· Blags., Chettinad, Ramnad 
Distt., p.7. 
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This crisis was further intensified as the 

European banks began calling in the loans they had 

advanced to the big Che ttiar and !v1arwari !inns. The 

latter in turn applied pressure on the smaller firms 

and demanded immediate repayment of their loans. Being 

unable to bear this pressure many small Chettiar firms, 

and few large ones, collapsed. 137 It was estimated 

that as many as about 400, of the 1650 firms that were 

operating in 1929 collapsed during the depression. 138 

The 1930's can be considered as the end of the 

era of large scale Chettiar financing in Burma. With 
to 

the bulk of their capital frozen in/immovable property, -
their activities were largely limited to the management 

of the lands in their possession. 

1 ~. 

-·- .. • J 
. - . 

137. Among the larg~ firms that collapsed during 
this period were such reputed firms as T.S.N. 
Chettiar and S.A.R.M. Chettiar firms. Both 
these firms were adjudicated insolvents with 
debts of 50 to 70 lakhs of Rupees -
Confidential Note, op.cit., p.7. 

138. Memorandum of Chettiars Overseas Association, 
Karaikudi (1945), p.2. 
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CONCLUSION 

Chettiars in Indo-China 

About a decade after Indo-China had come under French 

colonial rule viz. in the 1870's, some enterprising Chettiars 

came over to this area from Singapore in search of prospects 

for good business. 1 They started their moneylending operations 

in the urban centres and port towns and in course of time 

gradually extended it to the rural areas. In the urban centres, 

it was said that importers and exporters obtained tttrade loans 

from Chettis on a large scale". 2 In the agricultural sector 

they were an important source of both short and long term 

credit. While short term loans, sought by the agriculturists, 

during the cultivating season, were advanced on the security 

of standing crops and promissory notes, the long term loans 

were advanced against the security of land.· According to 

Virginia Thompson the short term loans of the Chettiars 

generally bore a very usurious rate of interest ranging from 

15% to 257b per month; 3 The failure of the Annamite debtors to 

repay their loans, as during the period of bad harvest between 

1905-1907, often resulted in the foreclosure of land by the 

Chettiars. It was during 1905-1907, a period of bad harvests, 

that the Chettiars, owing to large scale defaults by Annamite 

1. SRM Ramaswamy 'Indo Chinavin Charithiram' (Tamil) 
Dhanavanikan 30-3-1933, p.21. Ch. Alagappan 
'Vietnamil Nagarathar, Kalin Theyva · Thirupani' 
SKNNNVM, p.148. 

2. A. Savirinatha Pillai, MPBECR, Vol.III, p.1177. 

3. Virginia Thompson : French Indo China, London, 1937, p.224. 



The above specimen document indicates a Chettiar's 
dealings with a French Commercial bank in Saigon 
Indo-China, dated 22nd Oct., 1937. 
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debtors in repayment of their loans secured a grip over the 

country. 4 And by the 1930's were said to have been in 

possession of l/4th of the land holdings in Cochin China. 5 

Their moneylending business in Indo China was fairly lucrative 

and enabled them to clear handsome profits. Upto 1920 the 

Chettis it was said cleared a profit of about 10% on loans. 6 

It has been further estime.ted that since 1900 the Indo-Chinese 

had paid to the Chettiars as much as 182,000,000 piastres? 

Of this amount 42,000,000 piastres was repatriated to India 

while 40,000,000 piastres was reinvested in new loans in the 

country. 8 

The extremely lucrative business of the Chettiars 

in Indo China attracted more of them to the area. By 1930 

it was estimated that there was approximately 120-130 principal 

Chettiar firms operating in Indo China with an investment of 
. 9 about Rs. 5 crores. 

The period from 1880 to 1930 vvas an important phase 

in the evolution of entrepreneurship in the Chettiar community. 

4. Virginia Thompson,. op.cit., p.225. 

5. ibid.' p.225. 

6. ibid. ' p.225. 

7. ibid., p.225. 

8. ibid.' p.225. 

9. SR.M Ramaswamy, oo.cit., p.? 
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Their lucrative business in moneylending and trade in colonial 

Burma, Ceylon, Malaya, Indo-China among other areas, enabled 

s,ome among them to accumulate over a period of time, huge 

fortunes. Part of this accumulated capital began to find its 

way, from the early 20th century, into some of the industries 

and modern incorporated enterprises in South India • 

The period 1880-1930 also marked the end of the era of 

traditional Chettiar business enterprise. The Changing economic 

and political conditions in the colonial countries of South and ' 

South East Asia made it increasingly difficult for them to 

operate on their traditional lines. The depression of 1930 

gave a rude jolt to their very system of moneylending. The 

delicate balance between liquid capital and immovable assets 

in the form of land and urban property, which they had been 

precariously maintaining until the depression was completely 

upset thereafter. The economic crisis in these colonial 

countries provided a fillip to the nationalist movement in 

these areas, which avowedly expressed its hostility towards 

the Chettiars. 10 By forcibly acquiring large land holdings 

the Chettiars became visible exploiters of the people. During 

this period attempts were also made, as in Burma, to induce 

certain sections of people to refuse to pay their dues to the 

Chettiars; 11 There was also about this time, imminent prospects 

as in Ceylon and Burma, of double assessment o"n Income tax. 12 

10. Allene Masters, oo.cit., p.29. 
11. Usha Mahajani, The Role of Indian Minorities in Burma 

~nd Malaya, p.19. 

12. ibid., p.19, Weerasooria, op.cit., p.156. 
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These various factors,in a sense, prompted the Chettiars to with
draw part of their capital and profits from the overseas 

countries to India. 

Moreover even their traditional business organisation and 

practices were found to be unsuitable by the 20's of the 20th 

century and were either modified or discarded altogether; thus 

caste sodality increasingly receded into the background. As 

indicated earlier in this chapter, disparities of wealth or 

economic differentiation within the Chettiar community became 

a noticable feature, and consequently some of the non-economic 

forces which had bound the Qhettiars together when they had 

started business in the overseas countries became, in the course 

of time, inept. 1'hus ~he institution of cast·e pancha.yat which was 

utilized for settling disputes amongst the Chettiars, became 

defunct in the course of time and the Chettiars were found to 

be increasingly taking recourse to the courts to have their 

disputes settled. 
13 

Likewise, the"Nagara Viduthi" and the assembli 

of the elders gave way to the ~hettiar association. A much larger 

body, the Chettiar association though, theoretically, intended 
to provide spatial unity to the larger number of ~hettiars in a 

particular region, in fact came to be dominated by the wealthie.r 
chettiars, to whom the Association served as a pressure group. 

In the meanwhile a section of the cnettiars had on their 

own begun to realise and feel the necessity of diversifying tneir 

capital from mere moneylending to other fields of economic activit 

such as trade, Commission agency, and organised modern banking. 14 

13. T.S. Nagappa Chettiar avarkalin Muguvarasi pirasangam 
Burma Nattukkottai Chettiar Kalin Muduvaladu Mahanadu 
{Ten Kanchi, 1924) fr. 6-7. 

14. Chockalingam & Co., General Merchants & Cimmission Agents, 
Rangoon. Dhanavanikan, 12-10-33, p.6~ 
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It was the depression of 1930 which provided an 
' 

occasion for the Chettiars to divert part of their capital 

to India, for investment in industries and other modern 

incorporated enterprises. 



CHLlPT BR I II 

THE RISE AND DEVELOPMENT OF CHETTIAR 

CAPrrALISTIC ENTERPRISE 



21.8 

Having discussed the circumstances that 

led to the migration of Chettiar capital from Madras 

Presidency to the overseas areas and its subsequent 

investment in moneylending and trade in those areas, 

we now turn to examine a rather neglected aspect 

of Chettiar entrepreneurship, their participation 

in capitalistic enterprises in South India. 

From the late 19th century ovmards, some large Chettiar 

houses, though still engaged in moneyle~ding and trade 

operations in South India and various overseas 

areas, began to gradually invest par~ of their 

accumulated capital in various industrieq and 

non-industrial modern incorporated enterprises. 

The Chettiars Who entered industry did so 

not by breaking away from their 'traditional activities', 

viz. moneylenging and trade, but combined the two. 

In other words, the transition from the stage of 

moneylending and trade to that of industry, was not 

entirely smooth; the old modes of business enterprise 

coexisted with the new. This, in fact, was t~ 

distinctive feature of Chettiar enterprise during 

the period 1880-1930. 

This peculiar phenomenon has, however, to 

be viewed in the light of the great odds against which 
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they attempted to enter industry. To begin with, 

the degree of industrialisation in Madras Presidency 

in the late 19th and early 20th century was much less 

than in the Bombay and Bengal !Tesidencies. 1 Rao 

Bahadur F. Theagaraja Chettiar, in his evidence 

before the Indian Industrial Commission (1916-17), 

listed the following factors as being responsible 

for the industrial backwardness of Madras JP.residency:: 

(a) the lack of :tracili ties for the generation of 

power, (b) the absence of coalfields and minerals 

and (c) the chronic problem of transportation and 

com.munication. 2 

Secondly, there were also the problems involved 

in procuring and transpo~ting the raw-materials. This 

was brought out by P. Somasundaram Chettiar in his 

evidence to the Indian Industrial Commission (1916-

17). .!ccording to him, speculators made big purchases 

of raw <Jotton in the cotton growing areas of South 

India and sent it to Bombay and Tuticorin for export, 

anticipating higher prices in countries such as 

Japan. These speculators were even provided with 

1. A.K. Bagchi, Private Investment in India 1900-1939, 
(Cambridge, 1972), p. 189. 

2. Written Evidence of Rao Bahadur P. Theagaraja Chetti 
(Witness No. 204), Indian Industrial Commission 
(hereafter referred to as I.I.C.), Minutes of 
Evidence 1916-17, Vol. III, (Madras & Bangalore), 
P• 51. 
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concessional railway freight rates. The South 

Indian mills were thus deprived of the local raw 

material and had to make purchases in Bombay and 

Tuticorin. They now faced the difficulty of 

transporting this raw material as the freight rates 

to and between port towns was much lower than 

those between the port towns and the interior. 

Thus the mill owners of Coimbatore w:ere transporting 

their raw cotton from Bombay "to Calicut 115 miles 

away from Coimbatore and then rebooked to Coimbatore 

as the freight from Bombay to Coimbatore direct 

is more than from Bombay to Calicut and then to · 

Coimbatore. n 3 Apart from these problems there 

was also the difficulty in securing machinery and 

other accessories for industries as well as the 

competition from British manufactured goods. 

Coupled with these physical constraints 

was the larger problem of a lack of private Indi 1:11 

capital for investment, and in this context it 

should be noted that Indians seeking to enter 

industry had to have a considerable amount of 

capital to be able to survive in a highly competitive 

3. Written· evidence of Rao Bahadur P. Somasundaralll 
Chettiar (Witness No. 25 3), I. I. C. , Uinut es of 
Evidence (1916-17), Vol. III, (Madras & Bangalore), 
P• 444. 

0 
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market. !.s indicated in Chapter I, the wealthier 

classes preferred, during this period, to invest 

in operations like moneylending.4 The European 

banks did not extend credit to Indian investo.:t' 's to 

any significant extent; as Vidya Sagar Pandya 

(Secretary,nindian Bank Ltd.) put it, the European 

banks 11had no systematic scheme or symp.atheti.c 

desire to finance Indian trade and industry. n5 

Over and above all this was the income-

tax policy of the Government of India which, by 

regarding capital repatriated from abroad as liable 

to taxation as business profit,- discouraged the 

Chettiars from repatriating their excess capital 

from the overse~ areas. 6 

Apart from there .hind~al}~ep there were also 

serious economic constraints imposed by colonialism 

4. Chapter I, p. 4Z-

5. M.S. Natrajan, A Study of the Capital Market of 
Madras Presidency, (it Phil. Thesis, Univ. of 
Madras, 1934), p.45. 

6. A Savarintha ::rillai, Written Evidence, Madras 
Provincial Banking Enquiry Committee Report (1929), 
Vol.III, p. 1180; see also, Speech of Rao Bahadur 
S.R.M. Annamalai Chettiar, Progs. of the Council 
of Governor of Fort St. George, July 1916- June 1917, 
(Govt. e~ Press, Madras, 1917), p.901 • 

• 



222 

which made very difficult the flow of private 

capital into industrial enterpri~es. The most 

important of these were the strong European hold 

over the organised money market and the foreign 

trade (which have already been discussed in Chpater I 7 ) 

and the strong European hold over industry - a supremacy 

that remained unchallenged till the 1930's. 

Taking the cotton textile industry as a case 

in point, it is seen that a few European Managing 

Agency houses, viz. Messrs JR.. F··· Harvey & Co; N/s Binny 

& Co. Messrs T. Stanes & Co., were able, through their 
' ' 

effective control ~er the textile industry, to ward 

off any challenge to their supremacy. The location 

of their mills further aided them in maintaining 

this supremacy. The mills of Binny ~ Co. were 

.situated in the city of Madras, those of .A.. F. Harvey 

in Tinnelvelly, while T. Stanes & Co. had its mill 

in Coimbatore. 8 By spreading out in this way, 

they not only minimised competition amongst them~ 

selves, but were also able to effectively curtail or 

thwartlic the potential :fOr the rise of Indian industcy 

in these areas. The history - at least until 

7. Chapter I, PP.- 24-37 
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1930 - of the mills under the control of these 

three managing agencies can be charactrised as one 

of expansion and growth leading to the establishment 

of a virtual monopoly. The Binny's were the first 

to enter thetextile industry when they set up the 

Buckingham Mill Co. Ltd. in August 1876. It started 

with an initial capital of Rs. 5,00,000 which was 

subsequently, in October 1876, raised to Rs, 7,0o,ooo.9 

Likewise, from 15 1 000 spindles in 1878 the company 

had, by 1890, 35,000 spindles~0 while the 500 

powerlooms installed in 189311 enabled it to 

produce fine quality cloth for both the external and 

internal market. Messrs Binny & Co. were also the 

managing agents of. the Carnatic Mill Co; established 

in Madras in 1881, with an initial capital of 

Rs. 7,oo,ooo. Starting with 16,500 spindles and 

. 129 looms in 188412 the Carnatic Mill had, by 1890, 

a total of 29,048 spindles and 491 looms. 13 

8. N.C. Bhogendranath, Development of the Textile Industry I 
in Madras, (Univ. of Madras, 1957), pp 10 .. 13. 

9. The House of Binny (Published by Binny & Co., Madras, 
1969), pp. 84-85. 

10. N.c. Bhogendranath, gp. cit., p. 1 1 • 
11 • The House of Binny, p:" 116. 

12. ibi_i,pp. 89-90. 

13. N.C. Bhogendranath, O£.,cit., P• 1 2. 
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Equally powerful and dominating was the 

managing agency house of .A. F. Harvey. Making a rather 

modest beginning in 1879 "as a purely cotton exporting 

firm", 14 by 1929 this firm had come to possess the 

biggest group of mills, viz. The Madura Mills, which 

comprised the Tinnevelly, Coral, Madura and Pandy an 

Mills, established in 1885, 1888, 1892 and 1925 

respectively. 15 Beginning from 1924, all these 

mills were, one after another, aJilalgamated into the 

parent company, and came to be known as the Madura 

Mills Ltd. 16 

Messrs T. Stanes & Co., the other reputed 

managing agency house, along with Arbuthnot & Co., 

founded in 1888 The Coimbatore Spinning & Weaving 

Co. Ltd. 18 However, with the failure of Arbuthnot in 

1906, T. Stanes assumed full control over the mill. 19 

The Coimbatore ipg. & Wvg. Mills Co. Ltd. had the 

distinction of being the first textile mill to be 

established in Coimbatore20 - an area which later 

became the centre of the textile industry in South 

India. Specially important is the fact that for 

14. N.C. Bhogendranath, op.cit., p. 13. 

15. ibid, p. 13 and p. 28. 

16. ibid, p. 29. 

· 17. illi.d., p. 12; see also, The House of Binny, p. 103 • 

18. :·.N,."d .. Bht3c;eridrMath, o.Q~:i:t...,~, p. 1 2, 

19. ibid, p. 12• 

20. ibid, p. 15 .. 
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eighteen years it was the only mill in that area. 21 

The purpose of this brief sketch is to 

highlight the extent of European control over the 

textile industry, for it is against this back~op 

of European control over industry, as also the 

organised money market and foreign trade, that the 

exertions of Chettiar entrepreneurship has to 

be viewed. 

It is constraint?to such as those discussed 

above that would explaL~ the relative smallness of 

Chettiar investment in th~ field of industry in 

the pre-1930 period. In fact, the entry of the 

Chettiars into modern industry in a big way in the 

post-1930 period was essentially due to : (a) the 

creation of a suitable environment for industrial 

investment, which was the result of the weakening 

of the British hold over the Indian economy 22 

and (b) as indicated in the earlier chapter, the 

changing economic and political conditions in 

the vaxious British colonies in South-East Asia which 

21. N.C,Bhogendranath, op.cit. pp.11-15 

22. A.K. Bagchi, op.cit., p. 206. 

~- .... 
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made it less secure for the Chettiars to operate 

on their traditional lines. 23 

Curiously, it was by way of text,iles that 

the Chettiars, like the entrepreneurs of Bombay, 

entered industry; and what .is more, in the field 

of industry, their investment in textiles was, until 

1930, by far the most. 

Among the first Nattukottai Chet'tiars to be 
I 

associated with any modern incorporated enterprises, 

though in collaboration with one of the leading 

European business houses of Madras, was P. Somoso

onthram Chetty. He was one of the Directors of the 

Madras Cotton Cleaning Co. Ltd.~ Floated sometime 

in the 60's of. the 19th century with a paid-up 

capital of rupees 2.5 lakhs, this company was very 

closely.associated with Messrs Binny & Co. 24 

P. Somosoonthram Chetty was also co-opted in 1877 

as a Director of Binny 's Buckingham Mill Ltd .• 25 

The first bold Chettiar venture in the field 

of textile industry came with the setting up of the 

Malabar Spinning & Weaving Mill Co. Ltd. at 

Calicut in 1888. 26 The capital for this company 

23. It was the co-incidence of these two factors that 
would largely explain the inflow of Chettiar 
capital into industry in the 1930's in a much more 
vigorous manner, than. earlier. 

24. The House of Binny,pp. 71 and 85. 

25. i~, p. 85. 

26. N.C. Bhogendranath, £P.cit .• , p. 11. 



7ABL£ No.I:,. 

Analysis of Working 

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

1924 
Rs. 

- - - - - - - - - - --------
Profit 

Depreciation 

Reserve Funds 

Divid~nd 

Dividend rate per cent per 
annum 

Highest and lowest price of 
shares 

2~ 64, 652* 

63,000 

50,000 

1,20,000 

20 

350-265 

-------------------

Year ended December 

1925 
Rs. 

1926 
Rs. 

1927 
Rs. 

- - - - - - - - - -
1,30,667 

78,496 

90,000 

15 

305-365 

1,28,935 

78,778 

60,000 

15 

325-275 

1,46,326+ 

19,378 

60,000 

10 

332-300 

1928 
Rs. 

93,356 

34,689 

60,000 

10 

332-285 

- - - - - - - - - - - - - - -
* Includes Rs. 212,062 being enhanced price of cotton and yarn since the last balance sheet. 

+ Includes Rs. 40 1 000 transferred from ~ividend Equalisapion Fund. 

Source : A.S. Pearse, The Cotton Industry in India (Manchester, 1930), p. 266. 

Balance Sheet of the Malabar Spinning & 

Weayin~ Co. Ltd. as on December 31, 1928 

(17,696 Ring Spindl~s) 

Rs. Rs. 

Capital • • 6,00,000 Gross Block • • 15,47,896 . 
Reserve Fund . . 9,50,000 Less Depreciation •• 12, 13, 395 

Sundry liabilities including Net Block •• 3,34,501 
profit and loss account •• 3,41,248 Liquid Assets . . 15,56,747 

TOTAL • 18~91,248 TOTAL • 18,91,248 • • 



fanily~the zamindars of Devakottah, and the _Desa

mangalam Namboodri:rad family of Travancore. 27 

Till 1900, W/s Kalianjee Soondarjee & co. and 
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M/s Vandarwandas. Purshotamdas & Sons were the Man§.ging 

Agents. In 1902, ALAR (Somasundaram} Chettiar became 

the ManaginG Agent of the company; 28 Rao Bahadur 

J?. Somasundaram Chettiar was also for sometime, the 

Managing Agent. 29 The mill ran into considerable 

difficulties in the year 1899, but managed somehow 

to tide over it30 and by 1920 was paying a dividend of 

501" to its shareholders~ 1 The bal~ce sheet and an 

analysis of the working of the Malabar Spg. & Vlvg. Mills 

Co. Ltd. as on December 31, 1929, is appended.See-rable NO·b· 

27. This oral testimony was given by ALAR Somanathan 
Chettiar when the writer interviewed him at 
Devakottai, in June 1973. 

28. N.C. Bhongendranath, op.cit., p.12. 

29. Rao Bahadur JP'.Somasundaram Chettiar, Written 
Evidence, r.r.c., p. 443. 

30. c.s. Chockalingam Pillai, Biogr <WhY of Rao Bahadur 
:P. Somasundaram Chettiar, (Tamil) ( Coimbatore, 
1921)', pp. 3-4. 

31. N.C. Bhongendranath, op.cit., p. 34. 
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The Malabar Mill also had the distinction of being 

the first textile mill to be floated by a South Indian 

entrepreneur, but what is most remarkable is that it 

was established at a time when the European business 

houses like Binny & Co., ~.F. Harvey & Co., T. Stanes & 

Co., themselves had just entered or were entering 

the field of textiles. 32 The period 1900-14 is a 

striking contrast to the earlier period in that there 

is a much greater. degree of participation by the 

South Indian entrepreneurs in the textile industry. 33 

In the earlier period, viz. 1875-1900, most of the 

capital invested in the industry belonged either to 

"the local English traders or Bombay capitalists • .-34 

Rao Bahadur :P. Somasundaram Chettiar, the Managing 

Agent of the Malabar Spg. & Wvg. Mills Co. Ltd., was 

among the successful South Indian entrepreneurs to 

emerge during ·t;his period. In partnership with the 

AT.t.A..."R. Chettiar family he founded the Kaleeswara Mills 

at Coimbatore in 1910.35 The paid-up capital of 

this :Q)):ill, amounting to Rs. 6, 50,000, "was principally 

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

32. N.C. Bhogendranath, op.cit., PP• 10-13. 
33. ibid., p. 15. 
34. Interestingly, it was the Indian entrepreneurs from 

Bombay who established the first two textile mills in 
Madras. The first of these was the Southern India 
Spg. & Wvg. Co. Ltd., established in 1874 with a 
capital of Rs. 5,00,000. M/s Jaha;ngir Hormujee were 
for a short while its managing agents until Moolji 
Jatia took it over. The latter, along with Soonderdas 
Moolji, founded the Madras United Spg.& Wvg. Co. in 
1875. N.C. P.>hoj.e"JT0-1\a.tf, ~.c,{. ff·9-to. . 

35. c.s. Chockalingam Pill~, op.cit., pp~$-5. 



subscribed by merchants, ba11:kers and vakils". 36 

In addition to Kaleeswara Mills, he also established 

the Calicut Tile Co. at Feroke in Malabar; a ginning 

factory and a bank at Ariyalur in the Trichy district; 

a paddY husking mill at Arni, in North Arcot district; 

and another ginning. factory at Ibllachi, in the 

Coimbatore district. 51; 

Besides promoting mills, the Chettiars were 

also acquiring defunct mills and starting them again. 

This was the manner in which the Koilapfl,tti Mills 

was acquired by the Natukottai Chettiar bankers, 

R.Iv'JMST. Vairaw~ Chettiar and M.IM. Ramanathan 

Lm Chettiar, iJ 908. 38 The Koilpatti Mills was originally 

established at Koilpatti in Tinnevelly district, 

with a paid-up capital of Rs, 5,.oo,ooo by "some 

Muhammadans n 39 in 1892.40 liter a short while the 

mill incurred financial losses, went bankrupt, and 

was ultimately closed down in 1908. Thereafter 

"the property came to court sale, and was bought 

by two Nattukottai Chettiars for nearly seven lakhs 

--------------------
36. E.

1
Somasundaram Chettiar, Written Evidence, L,I.C. 

Vo · III, p. 443. 

37. C.S. Chockalingam Pillai, op.cit., pp. 4-5. 

38. H.R. Pate, Madras District G~etteers - Tinnevelly 

Vol~ I,. (Madras, 1917}, p. 213; see also, Thacker's 
Ind~a D~rectory, 191§, Cor~ercial Industries Section 
Cotton Mills Sub-Section, Madras FTesidency, p. 23. ' 

39. H.R. Pate, op.cit., p. 213. 
40. N.C. Bhogendranath, gn.cit., p.12. 
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of rupees. u41 After remaining idle for nearly one 

and a half years, the mill was recommissioned and 

renamed as Kamakshi Mills. Apparently, this was 

only an 'ad hoc • and temporary arrangement, because 

by 1911 an altogether new mill was floated in place 

of the Kama.kshi Mills named as the Chidambaram 

Vinayagar Mill, it was floated with a paid-up 

capital of Rs. 7,oo,ooo. The original owners , 

R.MMST. Vairawan Chettiar and M.LM. Ramanathan 

. Chettiar held two-thirds of the shares. 42 

Between 1911 and 1920 no new textile 

mills were established in Madras Presidency. Though 

the 1914-18 war, by cutting off imports and 

partially throwing open the domestic market to the 

Indian entrepreneurs, did afford an opportunity for 

the South Indian entrepreneurs to enter indUstry, 

they could not take advantage of these circumstances. 

because the machinery aD4 other accessories required 

for the mills had to be secured from Great Britain.43 

The entrepreneurs had, therefon} to wait for the war 

to end and fortunately for them the climate, both 

41. H.R. F·ate, op.cit., p. 213. 

42. N.C. Bhogendranath, op.cit., pp. 12 & 15; see also, 
H.R. Pate, op.cit~, p. 213. It was from the 
Thaker's India Directory, as indicated in no. 38, 
that one secured the names of the two Chettiars who 
had acquired the old mill and floated the new • 

. 43. N. C. Bhogendranath, op.cit., p. 25. 



economic and po1i tical, in the post-war period waJ3 • 

extremely favourable for investment in industry. The 

lifting of the wartime prohibitions a:nd controls 

followed by the resumption of commercial intercourse 

with the_overseas countries resulted in a boom.44 

Moreover, the launching in the 20's of the non

cooperation movement, with its boycott and swadeshi 

programme, contributed towards strengthening the 

hand of the IndiaJl entrepreneurs. 

~Earumuthu Theagaraja Chettia;r, who WaJ3 to 

emerge in post-independent India as one of the leading 

figures in the field of the textile industry, controlling 

thirteen textile companies (sixteen mills) in addition 

to a Bank and Insurance companies, made his beginning 

in this period by establishing the Sri Meenakshi Mills 

in Madura in 1921.45 It had by 1929/30 a paid-up 

capital of Rs. 14-,0!'1,700.46 ~was characteristic of 

most Chettiars, Karumuthu also built up his fortunes 

through moneylending and trade in Ceylon a:nd South 

India - a base that had in turn been bull t on land 

44 •. N.C. Bhogendranath, op.cit., p. 28. 

45. ~., p. 28; see also, V'.A. 
Seshadiri Sharma, Nattukottai NagarathaT Varalaru 
(Tamil). f. ta3 · 

46. A.S. Pearse, The Cotton Industry in India - being 
the report of the journey of India (1930). See 
under 'List of Cotton Mills in India', in the 
Appendix, p. 242. 
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rents. 47 Until our period of study, the Karumuthu 

g.coup, while investing in industry, was also engaged 

extensively in moneylending and trade. 

The next step in the direction of investment 

in the textile industry waa the establishment of the 

Mahaiaxmi Mills Co. in 1925 at Madurai by SS.N. 

Lakshmanan Chettiar. 48 As was the case with almost 

all the mills established by the Chettiars; the 

managing agents of these two mills were the fo~ers 

themselves, their close relations and members of 

their ovm community. The managing agents of these 

two mills were Theagaraja Chetty & Co. and SS.N. 

Lakshinana Chetty & Co. 49 

The famous A.R.AR.SM. faJllily of Devakottai 

also had a mill at Madras. 50 The exact date of 

its establishment is not known, but one can assume 

47. G. Baldwin, Industrial Growth in South India 
(New York Free !Tess, 1959), p. 263. 

48. N.C. Bhogendranath, op.cit., p. 29; see also, 
V.A. Seshadiri Sharma, op.cit.,:P• 151. 

49. Kothari's Investors Encyclopaedia, 1949-50, p. 323 
and p. 282; see also, A.S. Pearse, op.cit., p. 242. 
This was true of practically all the mills founded 
by the Chettiars until 1930. Thus, ·each of these 
mills was a close preserve of relatives, friends 
and members of the Chettiar community. It is 
possible that this might have been a means for 
raising the large amounts of capital required 
for such industries, especially when such 
capital was not forthcoming from the joint stock 
banks. 

50. A.S. Pearse, op.cit., p. 242. 



1A. OO.MJ?AR.ATIVE STUDY OF 1fHE STRENGTH OF THE COTTON MILLS IN THE 1IAllR.83 

J?.RESIDENOY UNDER THE CONTROL OF THE CHETTIA."R.i. AND Tim :EUROi''EA.N BUSINESS HOUS.iBJ 

Name of the Mill 
and ;grop_r~etE!. 

1) M.aU.abar SQg. &: W•vg 
Mills Ltd:;,. 
A.L.A.R.Somasundaram 
Ohettiar· (Agent: 
Kallai ~~- Malabar) 

2) Kaleeswara Mills Ltdl. 
Diwan Bhadur P •. 
S omasundaram Chettiar 

Lo.cratiom 

Kallai 
(l!Talabal"') 

3) Sri Chidambara Vinayagar Koilpatti 
Mills (formerly the 
Koilpat'!?;i Mills};; 
R.ti.M.S .T .. Vairawan Ohettiar 
M.L.M.Ramanathan Ohettiar 

4) Somasundaram Mills Ltd., Madras 
{formerly the A.R •. A.R •. S .M. 
Spg. Mills) 

5J) Sree Meenakshi Mills Ltd. Madura·. 
Messrs Theagaraja Chetty 
& Co.,, Managing Agents 

6 ) Mahalaicmi Mills Co •· 

7) Madura Md.lls;; 
Tinnevelly Mills 
Coral Mills: 
Madura Mills 
F.'and.yan Mills 
A.F.Harvey, Mg.Agents 

8) The Buckingham and 
Oarnatic Mills;; 
Binny & Co., Mg.Agents 

9) Coimbatore Spg •. & Wvg •. 
Oo.,Ltdt; 

. r 

Madura 

Madura 

Ma<ft'as 
Madras 

Cbimbatore 

O'oimbatore ~Mill$ Ltd., Ooimbatore 

T..Stanes & Oo; M·:.Agents 

Year o£ 
establi-

shment 

1888 

1910 

Total 
laid Upl 

capital 

6,.oo,.ooo 

6,50,.000 

7 ,!oo,.ooo 

1 o,,75,ooo 

SJP'li.ndles; Looms Average 
No. G! 
hands 
employed 
daily 

17 ,.696i - 689 

294 1i.403 

15.000 - 800 

-
1921 14 ,.07,. 700{) 12,.480 - 354 

19J25 

1892 

1876 
1889 

1888 

1908 

N.A. 7,.040 

1 j,.tO ,;70 ,.900 4 6 IJ71 2 
50,,572 

- -
11 ,A44J. -

1 ;,400 4;,354 
1 ,,333 4,516; 

1J;302 1j967 

393 5i96 

Source :: A.S .. Pearse, The O.otton Industry in India bei~g the report 
mf the journey to India,.. 1930j. Ap~.endix,, 'List of C'otton 
Mills> in India', p) 242.. N.C.Bhogendranath, _Development o£ 
Temile Industry in Madraso (Univ. of Madra.a., 195)7),. PP-• 10-
13,; &. P•- 15. 



that it was set up some time prior to 1925, for in that 

year the AR.AR.ill!. firm and its subsidiaries, engaged 

~ a wide variety of activity ranging from moneylendL~g 

and trading (in Ceylon and South India) to industry, 

was declared insolvent, and assignees were appointed 

by the High Court of Madras over all the estates bel~nging 

to the f nm-ily.51J C tl th AR "l'O SM S • • ~ onsequen y, e ·4~~· • p~nn~ng 

Mill was acquired by Somasundaram Chettiar and was 

thereafter known as Somasundaram Mills Lta. 52 In the 

field of industry as a whole, until about the 1930's, 

it was cotton textiles which accounted for the bulk 

of Chettiar investment. As is indicated in Table No.7. 

they had by 1930's established 9$ many as six cotton 

terittile mills. 

Given the various constraints under which 

these mills operated, it appears that they performed 

quite favourably in comparison with the well established 

Europe~ O\~ed mills. For want of data one is unable 

to ascertain the degree of profitability of the 

Chettiar cone eTOS.) vis-a-vis the European owned 

firms. However, the dividend rates of the AL.AR. 

Chettiar's Malabar Spg. & Wvg. Co. from 1920 

onwards and P. Somasundaram Chettiar' s Kaleeswara 

Mill from 1934 onwards clearly show that in spite 

51. W.S. Weerasooria, The Nattukottai Chettiar Merchant 
Bankers in Ceylon (Sri Lanka, 1973), p.38. 

52. A.S. P·earse, op.cit., p. 242 



lABL£ No. g-, 

A.l SAMPLI SURVEY OF DIVIDll'ID RATES IN SOD 

OF THE TEXTILE MILLS IN MADRAS 

Year Buckingh51m O'J>imbat ore Madura Cora.JL. Tinne- Madra6? & Carnatic Sp:g .. &.: Wvg. Mialabar KaJ.ees-Mills MILlS 
United Mills:0 Mills. Velly Spg., & war a 
Mills Mills; Mills. Mil1S3 

1919 - 10 60! 35 60) 20 

1920 ,_o 80 80 100 50 ';() 
1921 10 50 100 80 100 50 50 

1922 20 75 75; ... 87.5 40 40J 

1923 20 50 20 - 30 12 30 

1924 20 20 20 x;a 40J 12 20) 

1925 20 8 22.5) 40 12 15 

1926 10 10 19 - 40 12 10 

1927 10 12 15 40 12 10 

~ xb; b> 10-· 1928 10 12 20 

1929 10 8 25 8 10 

1:930 10. 8 24 - -
1931 1o 10 - 5 

1932 10 2.5 10 .... 6 

1933 10 ~ 10 - - - -
1934 10 - 5 - - - 10 20' 

1935 10 3 10 - - 4. 2Q; 

1936 7 .5; 5 10) - - 3 15 

So:urce • N .C.Bhogendranath,, Development of the Textile Industry • 

in Madras (Univ:•. of Madras~, 1957), :QP) 36, 61,, 74 1 _. and 46 

In: 1924;, CoraJ. Mills W$3 amalga..mated with Madura Mills. 

x"fil Im 1927, Tinnevelly Mills.was a)Ilalgamated with Madura Mills; 
in 1929 the Pandyan Mills;) aiao under the managing agency of 
Messrs A.F .He.rvey, was aJ!lalgamat ed with the Madura Mills;. 

The latter was floated in 1922 .. 
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of internal and external competition, and other 

economic constraints, the Chettiar Mills were on 

the whole working reasonably profitably. This is 

testified by a perusal of Table No.~· 

' The sugar industry was another field that 

attracted a certain amount of Chettiar capital. 

Once again, it was the established families of 

!.L.AR. and AR.AR.SM. Chettiars which acquired the 

two sick mills viz. the Lakshmi Sugar Mills at 

Alwartirunagiri in Tinnevelly district,?~ and the 

Pettai Sugar Refining Co. at Tachanaloor, also in 

Tinnevelly district; 54 both these mills were engaged 

in producing sugar by refining jaggery .5~ The size 

of these enterprises was perhaps small, but the 

significant fact is that these mills were being 

acquired and operaced at a time when the European 

business house Parry & Co. had secured a virtual 

mo~opoly over the production of sugar and spirit in 

53. •J.lhis inform at ion was provided by .AL.AR. Somanat-han 
Chettiar when the writer interviewed him at Devakottai 
in Ju.ne 1973. see also H.R. Pate, pp.cit., P• 226 

54. Thackers India Directory, 191~, Commercial Industries 
Section, sub-section: Sugar Factories in Madras 
Presidency, p. 80; see also H.R. Pate, ~cit., p. 226. 

55. H. R. Pate, op.cit., p. 226. 
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the Madras J?.residency. 56 

I 

The Lakshmi Sugar Mill was established by a 

native of Attur. The mill, though small, could not, 

however, be worked successfully and changed hands 

several times before being acquired by the AL.AR. 

family.57 

The Pettai Sugar Mills Co. was acquired by 

AR.AR.SM. Somasundaram Chettiar in much the same way. 

It was founded in 1895 by some Muhammadan businessman 

and worked unt~l 1910, but thereafter incurred financial 

losses and passed into the hands of AH..A,..tt.SM. 

Somasundaram Chettiar, who had until then been 

assisting the mill financially. 58 The mill was then 
. 

renamed af3 the A."R..AR.SM. Sugar Mill and had a paid-up 

capital of Rs, 3,001 000 subscribed by the proprietor 

himself. 59 That the mill was working successfully 

until 1925 is borne out by the fact that its paid-up 

capital for the manufacture: of sugar was raised 

to Rs, 4,50 1 000 in addition to Rs. 21 ?0 1 000 raised 

for the establishment of a distillery. 60 Herein we 

56. Hilton Bro~Am, The Parrys of Madras, A story of British 
enterprise in India (MadraS, 1954), PP• 163-64. 

57. H.R. Pate, op.cit., p. 226. 

58. ibid, P• 226. 

59. Thackers India Directory, 1915, Sugar Factories 
in Madras Presidency, p. SQ. 

60. Thackers India Directory, 1923, Sugar Factories 
in Madras Presidency, p. 87. 
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have the classic case of a Chettiar entrepreneur not 

merely entering industry but also being prepared to 

introduce innovations and to venture out into new 

fi~lds. However, with the failure of the entire 

network of the AR.AR.SM. firms, the sugar mill 

passed into the hands of the official receiver, 

who was one , ·.AJiVR~T-~. Veerappa Chettiar, the zamindar 

of Thevaram,Devakottai. 61 The mill was subsequently 

named after him. 

T~e spirit of enterprise and innovation shown 

by AR.AR.SM. Somasundaram Chettiar in venturing into 

new fields is also exhibited in the attempt by the 

Chettiars to establish a paper mill at Punalur in 

Travancore state62 during the second decade of the 

20th century. The mill, however, suffered from the 

inevitable want of good machinery, chemicals and expert 

advice and was hence not a commercial success. 63 

Another noteworthy Chettiar venture;~ in the 

field of industry was the establishment of a modern 

cycle factory at Madras in 1925 by S.A.A. Ar.Lnamalai 

61. A.Savirinatha Pillai, op.cit., .p. 1178; see also, 
Thacker's India Directory, 1929, Sugar Industries 
Section, p. 70. 

62. ~~;,:x~x:diX£3. A.Savarinatha Pillai, op.cit., p.1178. 

63. Rao Bahadur S.R.M. Annamalai Chettiar, Speech in 
the Legislative Council of Madras. See, Pro_gs. of 
Council of Governor of Fort St. George, July 1916 -
June, 1917, p. 902. 



Chettiar. 64 A member of the Burma India Chamber of 

Commerce, Annamalai Chettiar was also conducting, 

through his firms, considerable moneylending business 

in Burma. 65 

The Chettiars also established large number of 

. '11 . th T . ~· t . t 66 Of th r1ce m1 s 1n e anJore ~ls r1c • ese, some 

of the prominent ones were those of the AR.AR.SM. 

firm and the RM.AR.J.R.RIVI. firm at Kuttalam, and that 

of M. T. T.v. f±Jmn in Kumbakonam. 67 

These, in short, were some of the industries 

in which Chettiar capital was sought to be invested. 

In the light of the evidence furnished in the preceding 

sections of this paper, one could quite satisfiably 

conclude that Chettiar investment in industry as a 

wh-ole was by no measure small~ given the condi tio:ns 

of colonial rule, the state of industrialisation 

in the Madras Fl'esidency, and the fact that an 

enormous amount of Chettiar capital was locked in 

64. See 'Oolian' (The Tamil Weekly pUblished from Karaikudi, 
ed. Rai Chockalingam), 10.11.1925, p. 8. 

65. The Burma-India Chamber of Commerce, Re~ort of the 
.Committee and Corres ondence for 1925-2 and 1926-27 

Rangoon, 1928 ; See under List of Membersas on ____ . 
31st March 1928, -.P• 5. 

66. A. Savarinatha Pillai, op.cit., p. 1178. 

67. Thaker's India Directory, 1923. See Under section 
Commercial Industries, sub-section Rice Mills in 
the Madras F.residency, P• 77. 



241 .... 

the various overseas countries. 

Besides these purely industrial enterprises, 

the Chettiars also promoted, and were associated 

with, a number of modern joint stock compw1ies 

and banks. I shall now consider some of ~he 

important companies which the Chettiars promoted. 

They were: (1) The South India Commercial 

Corporation established in Madura, sometime in the 

pre-war period, with a paid-up capital of Rs. 1, 00, OOo. 

The corporation (of which SR.MA.R. Ramaswamy'· 
68 

Chettiar and RM. Nagappa Chettiar were :!?resident 

and Secretary respectively) apart from running a 

bus service between Madura and Karaikudi was also 

engaged in importing motor cars and motor cycles 

from England. 69 (2) The private firm of Ramaswamy & Co. 

68. SP~AR. Ramaswamy Chettiar provides a cla~sic example 
of an entrepreneur combining moneylending with 
investment in land and modern incorporated enterprises. 
Ramaswamy Chettiar 's principal business was money
lending, vJhi ch he conducted through a netvvork of 
firms spread over Burma, Cochin-China, and Madras. 
He was also "the owner of a rice mill at Thillai
vilagam, and of an oil mill at Patukottai, which 
are together estimated to be worth a lakh of 
rupees." He was also a director of the Indian Bank. 
Apart from all this, he was also investing in land: 
around the second decade of the 20th century he 
bought the Sillattur Zamindari in Tanjore district, 
which had an estimated annual income of Rs, 40,000. 
Ramaswamy Chettiar's othe~ landed property included 
"two villages in the dist:ncts of Ramnad ••. (with) 
a yearly rental of Rs. 5, 000." Southern India - Its 
fiistory, JP)eople, Commerce and :g:j.dustrial Resources, 
compiled by Somerset .Playne, ed • .Arnold Wright, 
(London,_ 1914-15), P• 479. 

69. The Vysiamitran, see the 12.1.1914 issue, p. 1. 
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established in Madras in 1907, by PL.NK. Meenatchi 

Sundaram Chettiar, OR.MOM. ~: Subr~a:Q.~: Chettiar 

and AL.AR • .Arunanachalam Chettiar. The concern was 

principally engaged in importing various kinds of 

' 70 ( ) cloth from Manchester and Germany. 3 The firm 

of Muthoo & Co., which specialised in import-export 

business,t'U"ounded by two leading Nattukottai Chettiar 

Bankers-cum-Merchants, PM!. Muthiah Chettiar7~ and 

SR.MM.CT. Muthiah Chettiar. 72 (4} The three Electric 

Corporations set up in the commercial towns of 

Devakottai, Hanad~han and Karaikudi were also the 

result of Chettiar enterprise. 73 Lubin Bertram & Co.74 

PSNC. Palniappa and_ Bros., 75 the Madras Railway 

:Provincial Company 76 were some of the many such 

joint stock concerns floated by the Chettiars. The 

organisation of .their business (be it in the nature 

of industry o~ trade ) on the basis of limited liability 

70. Southern India, ed • ./Arnold Wright pp. 692-6. 

71. l'N&.. Muthiah Chettiar's firm conducted moneylending 
in Burma and Ceylon. He was also a member of the 
Southern India Chamber of Commerce, a director of 
the Indian Bank Ltd. and many other commercial 
and financial com}Janies. Southern India, ed •. Arnold 
Wright, p. 646. 

72. Thacker's India Directory, 1915, See aection Madras, 
sub-section Merchants, Agents, Trading-firms etc. p. 65. 

73. A. Savarinatha Pillai, ~J:.i., p. 1178. 

74. The proprietor of this firm was C. Murugappa Chettiar. 
The firm Lubin Bertnam were General Merchants, 
Contractors and Commercial Agents. Thacker's India 

· D¥e_ctQ.r.~., 1915, p. 62. 
75. ibid., P.57. 
76. "Dhanavysia Ooliantt (A Tamil Weekly published from 

Karaikudi, ed. S. Murugappa Chettiar); see the 
11.11.1921 issue, p. 2. 
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can be considered as constituting a new stage in 

Chettiar entrepreneurial activity, a stage heralding 

modern capitalist enterprise. 

This trend was also carried over by the 

Chettiars into the field of banking. Thus The Indian 

Bank Limited, established as early as 1907 after 

the failure of Arbuthnot & Co. was backed by Chettiar 

finances to a large extent. 77 This bank, one of the 

first of its type in Madras, "was intended by its 

fonnders to be purely iUdigenous in its aims, and 

to ••• afford banking facility to Madras merchants 

and manufacturers. "78 The Bank started with a paid-up 

capital of Rs. 10,00,000 in 190779 and we learn from 

'The Swadeshamitram' (the Tamil nationalist daily) 

of 30. 1.1908, that the subscribed capital had gone 

up to Rs. 17,75,000 by 1908, and that a further sum 
. 80 

of Rs. 2,25,000 was expected to be subscribed shortly; 

of the Rs. 17,75,000, nearly two-thirds was subscribed by 

the Nattukottai Chettiars. 81 The growth of the la.ank is 

testified to by the increase iU its deposits, viz. 

77. 'Swadesamitran', 30.1.1908; see also, M.S. Natarajan, 
op.cit., pp. 59-60. 

78. M.S. Natarajan, op.cit., p. 60. 

79. ibid., p. 60. 30-1 - 1908 

80. 'Swadesamitran', 30.1.1908 

81 • ill.£· 



from Rs. 41,00,000 in 1917 to very nearl~· Rs. 1,93,00,000 

in 1930. The following table brings out the progress of 

the Indian Bank since 1917: 

Year 

1917 

1920 

1923 

1926 

1929 

1930 

The Progress of the Indian Bank 

{Figures in 1000's of rupees} 

JP'aid-up Reserve Total Cash 
c,apital & Rest Deposits Balance 

1000 292 4118 1056 

1000 424 5825 1361 

1279 641 6800 783 

1279 831 11366 2274 

1279 1309 18662 3872 

1279 1429 19256 3335 

Source . M.S. Natarajan - A Stud~ of the Capital • 
Market of Madras P:r-esidenc;y '(D.Phil. 

Thesis, Univ. of Madras, 1934), il· 79. 

The Chettiars closely associated with the bank since 

its inception were SRMMA A.nnamalai Chettiar, who later 

earned the title of 'Raja Sir', J.MA Muthiah Chettiar 

and SRM.AR Ramaswamy Chettiar. &_"2 . The diversion of 

capital by some of the wealthiest Chettiars, on 

howsoever small a scale, from moneylending to orgg1ised 

banking, was another significant step in the development 

of modern enterpreneurship among certain sections of this 

connnunity; it was a defi.nite advance over the traditional 

banking system in so far that the Chettiars now had 

82. Thaker's India Directory.1915, see under Section 

Madras, p. 52. 



access to greater financial resources (which in turn 

tremendously increased their financial powep) and 

in that their risk was circumscribed to their share 

of the subscribed capital. 
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At this stage, it n€eds to be stressed that those 

among the Chettiars who entered industry and other 

modern incorporated enterprises were essentially the 

wealth~r Chettiars, commanding enormous economic 

reso~ces of their own. It is, however, curious that the 

Raja Sir Anna~ai group, one of the wealthiest families 

of South India, did not attempt to enter industry until 

the post 1930 period. Even their participation in 

modern incorporated enterprises -- principally the Indian 

Bank ~td. and the Bank of Chettinad Ltd. -- was 

in relation to the wealth they commanded, quite insigni

ficant. The major operations of this group remained, 

until the 1930s, moneylending and trade in Burma, 

Ceylon, Malaysia. 

Before concluding we should take up for 

consideration the Japanese Scholar Shoji Ito'~ 

remarks on the suprosed late entry of Chettiar 

capital into industry in the Madras Presidency. Shoji Ito, 

·in his article entitled 'A Note on the Business Combine in 

India- With Special Reference to the Nattukkottai 
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Chettiars' nublished in the journal Developing 

Economies, 83 has expressed the view that the adaptability 

of Chettiar traditional institutions to their traditional 

activities "retarded their entry into the modern sector 

of the economy". 84 He goes on to argue that it was only 

with the bankruptcy of their traditional activities 

in Burma in the 1930's that an occasion for entering 

industry presented itself to the Chettiars. 85 
I 

That their entry into industry and other modern 

incorporated enterprises was not late has been amply 

substantiated in the preceeding section of this Chapter. 

Also, the very fact that the Chettiars were entering 

industry from the late 19th century onwards disproves 

the myth that the adaptability of their traditional 

institutions to their traditional activities retarded 

their entry into the modern sector of the economy. 

Such theories remain confined to the realm of hypothesis 

as there are serious limitations in the quantifying the 

effects of traditional social institutions on the 

economic motivations of businessmen. 

83. This article was published in the Sept. 1966 
(Vol. IV, No. 3) issue of the journal. 

84. Shoji Ito, op.cit.,. p. 374. 

85. ibid., p. 372. 
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Shoji Ito has overlooked what seems to be a 

peculiar feature or pattern in the evolution of 

Chettiar enterpreneurship under conditions of Colonial 

rule. Thus the Chettiars did not give up their 

traditional activities to enter modern industry in the 

1930's but combined mone~ending and trade operations 

with ownership of land and industrial enterprises. 

Thus the Raja Sir group, foT example, in both the 

pre and the post depression period, was on the one 

hand extensively conducting moneylending and trade 

and investing in land, while on the other establishing 

and operating modern incorporated enterP.r-tses. 

As for the argument that the bankruptcy of the 

traditional activities of the Chettiars in Burma was 

the occasion for their investing in industry, it 

should be noted that the depression of 1929/30 was 

basically a temporary crisis ana. that there was no 

collapse of the financial structure of the Chettiars.86 

It was a crisis that made the system of moneylending 

temporarily less secure and less profitable 

than it had been in the pre-1930 period. It was only 

the Chettiars belonging to the middle and lower stratas 

of the community, and owning small amounts of capital, 

8G. This is confirmed by the following evidence: "the 
Chettiars dominated foreign investment in Burma ••• 
even after the depression. It was estimated in 1941 
that they were still the largest single foreign 
investors, holding 36 per cent of all foreign 
investments".· Allene Masters, "The Chettiars in 
Burma - .;An economic survey of a Migrant 
community", Populatio·n Review, Vol. I, No. 1 , 
Jan 1957. P~ 23 
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who were hit by the depression. The wealthy families 

such as those of Raja Sir, in fact, stepped up 

their economic activities. This is borne out by the 

iact that, between 1931-41 Raja Sir An.namalai Chettiar 

founded the Bank of Chettinad Ltd., The Chettinad 

Corporation Ltd., The Burma Commercial Corporation 

Ltd. and several other concerns which conducted 

e«tensive business in Burma, Malaya, Ceylon, Indo

China etc. 87 

It can be argued that the entry of the 

Chettiars in a comparatively big way into industry 

and other modern incorporated enterprises in the 

1930's was primarily because of the loosening of the 

hold of European capital over tl:e Indian economy 

and the subsequent creation of an environment suitable 

f · t t · · d t 88 m1 t ak · t~ or lnves men ln ln us ry. r1us, lng u~ 

textile industry ks a case in point, it was precisely 

during and af~er the depression that their occured 

an enormous growth in this industry, as is indicated 

by the following table : 

8!l. B. V. Narayanaswamy Naidu, "The Nattukkattai 
Chettiars and Their Banking System, Raja Sir 
Annamalai Chetti Commemoration Volume 
~amalai University, 1941 , p. 472. 

88._ A.K. Bagchi, QD.cit,, p. 206 



Year 

1929-30 

1930-31 

1932-33 

1933-34 

1935-36 

1936,..37 

1937-38 

1938-39 

Progress. o-f' the Textile Industry in: Madras~ 

(Cap:itaJ. im Lakhs of Rup~es) 

Number 
of Mills 

20, 

22 

23 

29) 

39 

44 

48 

54 

ca.pitaJ. 

246 •. 15 

296.08 

282.27 

303.01 

336.00 

362.97 

382.23 

452 •. 14 

Looms: Spindles Labourers 

5039 6.975;64 -
5:033 753520) -
5137 7945.64 38769 

4083 846230 41208 

5834 1034830 54854 

5684 1123622 56875;. ' 

5893 10137!96 6;3.711 

6;332 1315 .. 954 68100 

Source :: N .C.Bhogendra;nath - Development of 
Textile Industry in Madras1 (Univer-

sity of Madras 1957) p:p; •. 52 &: 64. 

249 
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It will be seen from the above that between 

1929/30 and 1938/39 there was nearly a 175 per cent 

in crease in the number of textile mills. It is 

important to note that almost all these mills were 

being floated by the Indian entrepren·eurs, 89 a)llong 

whom were Karumuthu Theagaraya Chettiar and Sarna

sundaram Chettiar, who ventured in a big way into 

the textile industry. 

It can therefore be suggested that rather 

than examine the question of the smallness or the 

lack of Chettiar investment in industry in terms of 

the hold of tradition over the 8hettiar community 

and the role of social institutions in retaining 

Chettiar activity in traditional grooves, it is more 

meaningful to consider the more tangible material 

constraints on the entry of Chettiar capital into 

industry. 

89. N.C. Bhogendranath, op.cit., p.64 

•••• 
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C 0 N C L U S I 0 N 

This ·_study, as stated earlier, has been an 

attempt to trace the broad ~ontours of entrepreneurship 

in the Chettiar conmnmity of Tamilnadu during the 

period 1880-1930. From the foregoing study it would 

seem that tb.e Chettiars, like their coUl).terparts 

in the North,were not found lacking in qualities 

of enterprise, namely those of risk taking and profit 

making. Moreover, it also needs to be emphasised that 

the evidence in this study does not suggest that 

social factors ever hindered or stood in the way; of 

the Chettiar' s drive to take advantage of economic 

opportunities as and when they arose. 

It wou~d be worthwhile here to summarize and 

put into perspective the main features of Chettiar 

enterprise between 1880-1930. It was, as shown above, 
• 

the lack of investment outlets in Madras during 

the 19th·century and concomitantly the emrgence 

during the same period· of economic opportunities in 

parts of South and South East Asia that resulted in 

the phenomenal migration of Chettiar capital to the 

latter areas. To take maximuin advantage of the 

economic opportunities which had arisen in the over-

seas countries, the Chettiars developed ~a€m institutions 



and business practices which enabled them in the given 

circumstances to function and operate effectively. 

These institutions and1 practices, as stated above, 

included the caste panchayat, the Agency system, the 

provision of Intra-Che~tiar credit facilities, the 

organisation of fu~ms on partnership basis, the 

practice of fixing interest e* rates at temple mee~ings 

of leading dhettiar businessmen. ,ALl these practices 

and institutions were developed in response to the 

specific needs of the time and help e:i to augment their 

operational efficiency and capital mobilization. 

Amongst the· overseas areas where the Chettiars 

operated, they were most prominent in Burma, Malaya 

and Ceylon. While in Burma their investments were 

essentially in money lending and land and only 

marginally; in trade, in Malaya and Ceylon, on the 

other hand, apart from money lending the Chettiars 

had considerable investments in Rubber, Tea and Coconut 

Estates, besides trade. S·ince the returns of capital 

investment$ were relatively high in these newly 

opened up colonial areas, the Chettiars were able, 

over a short period of time, to amass and accumulate 

substantial capital. 

From the last decade of the 19th century part 

of this capital began to seek entry into industries 

and other modern incorporated enterprises in Madras. 



In the field of industry, their investments were largely 

in cotton textiles. It should, however, be noted that 

those among the Chettiars who were successful in making 

the transition to industry during 1880-1930 did not 

give up their traditional business enterprise to enter 

modern industry but combined the two. This, in fact, 

was the . Charaeteristic feature of Chettiar enterprise 

during the period 1880-1930. However, until 1930 

their investments in large scale industry were not very 

substantial. The relatively greater association 

and participation of the Chettiars in modern industry 

since 1930 was partly the result of the creation 

of a more favourable climate for industrial investment 

in India, and partly the result of the jolt ~d 

setback which their traditional business activities 

in money lending and trade received during depression. 

This study has revealed, significantly enough, 

certain str,iking similarities in the pattern of the 

evolution of enterprise between the Chettiars and another 

import ant traditional business community, the Marwaris. 

It is seen, to begin with, that both these traditional 

business communities hailed from regions which were 

basic2lly inimical and hostile to the pursuit 

of commerce and would perh~s explain, to an· extent 
' 

their long tradition of migration to distant areas in 

lJ"Llrsuit of their vocation. 
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Coming closer in point of time we find a close 

resemblance in the response of the Marwaris and the 

Chettiars to the emergencee of economic opportunities 

in areas which had come under colonial rule. Thus, 

like the Chettiars who mi~ated to distant commercial 

centres within and outside India, you have the Marwaris 

migrating to Calcutta and later to Western anl Southern 

India. The process and the mode of migration of 

the Marwaris also has a number of characterstics in 

common with the Chettiars. Thus the Marwaris also 

developed, in response to the specific needs of their 

activities, a host of institutions and a network of 

asscoaiatior.s which enabled them to adapt themselves to 

the new situations and to function as efficient 'Resource 

groups'. 1 The institutions and practi~s that they had 

in common includrothe Agency system, the provision of 

easy credit facilities. amongst themselves, the organisation 

of Marwari Caste Association etc. 2 Lastly, another 

common characterstic is that both accumulated their 

capi tcil through usury and trade and were relatively l.::llte 

in making the transition to Industry. 

1. Thomas A. Timberg, 'A Study of a 'Great' Marwari 
Firm 1860-1914' The Indian Economic and social 
History Review, Vol. VIII, No. 3, Sept. 1971, 
PP• 264-66. 

2. ibid., pp. 265-66, see also, S • .A. Kochanek::, 
Business and Politics in India (California,1974), 
PJ?• 133-135 

• 
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Scanty as it is, in the existing literature on 

the Chettiars -- from Thursxon3 to Michael Adas4 

the accent and focus has been essentially on their money 

lending activities. The overemphasis .: on this aspect 

of their enterprise has produced certain misconceptions. 

Thus the Chettiar is often depicted and descr·ibed 

as a hereditary banker or money lender whose sole 

concern was to provide credit and to secure the interest 

on it. It has been suggested that "unlike the Marwaris 

and Jains their business is almost exclusively banking; 

and they do not combine with it trading and other 

occupation". 5 Carrying this argument forward it is 

suggested that the Chettiars had no desire for o~ming 

land or rubber --)tea -- and coconut - estates and 

that such of these estates and land which had come under 

their possession was not the result of their 

•deliberate design but was thrown upon them by the 

failure of their debtors to pay up". 6 The above 

al~gt.tm.ents are clearly not tenable. I have cited 

ample evidence to show conalusi vely that the Chettiars 

3. Edgar Thurston : Castes and Tribes of Southern India , 

Vol. V (M to F) (Reprint, Delhi, 1975), PP• 249-71. 

4. Michael Adas, "Immigrant- Asians and the Economic 
Impact on Imperialism: The Role of South Indian 
Chettiars in British Burma", The Journal of Asian 
Studies, Vol. XXXIII, No. ), May 1974, pp. 385-401. 

5. P.J. Thomas, 'Nattukottai Chettiars- Their Banking 
System' Raja Sir .Annamalai Chettiar Commemoration 
Volume, 1940, p. 840. 

6. ibid., P• 843. 
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were not disinclined or averse to investment in land 

or rubber and coconut estates, trade etc. Thus in 

Malaya the Chettiars were not only acquiring rubber estates 

and gardens in the course of money lending but were also 

buying up rubber estates and developing ·.Vi-rgin forest 

land into rubber gardens. While in Ceylon the Chetti ars 

were ee~Ra±±y actively engaged in the Import-Export 

trade of the Island in such commodities as cotton goods, 

rice, tobacco and coffee etc.~ in Burma, though their 

principal investment was iri money lending, the 

Lconsiderable Chettiars had ~--e- investments in:'.land am. were 

also engaged in the export of rice and teak. Thus the 

Chettiars, like entrepreneurs anywhere else, were 

basically motivated by considerations of profit 

and when profitable investment opportunities arose the 

Chettiars did not hesitate to take advantage of it. 

Nar: for that matter did the caste system, the 

joint family system and other socio-religious values 

ani practices inhibit or prevent thELChettiars from 

taking advantage of economic opportunities. On the 

contrary, son:e of the business practices and institutions 

which they had developed in response to their specific 

needs during the early years of their business enterprise 

in the overseas areas were, in course of time, 

promptly discarded and ignored when they were found 

to have outli~ed their usefulness. A case.in point 
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is the institution of the Chettiar Caste Panchayat. This 

body, composed of the elders of the Chettiar community, 

sought to amicably settle all disputes within the commuijity. 

However, in course of time., with the growing economic 

polarisation within the community, this body was found 

to be obsolete and the Chettiars -increasingly took 

recourse to colonial courts for settlement of their 

disputes. Similarly the assembly and meetings of 

leading Chettiar businessmen at Chettiar temples or 

'Nagara-vidhuthis' in important commercial centres, 

where general financial matters were discussed and infor-

mation e~changed, gave way in the 30's of the 20th century 

to the Chettiar Associations and Chambersof Commerce. 

These were much larger bodies and strove to protect 

the vast economic interest of the community in an organised 

way. 

The Japanese scholar Shoji Ito has expressed the 

view that Chettiar traditional institutions •were too well 

adapted to traditional activities" and that this "'retarded 

their entry into tlle modern sector of the economy• 7• This 

view is again unsubstantiated. In view of the evidence 

cited in ChC!f>ter III of this study it would seem that the.ir 

entry into· modern industry was not very late. The Chettiars 

had by 1930 promoted as many as 6 textile mills, a modern 

joint stock bank - the first of its kind to be floated by 

Indians in Madras - a paper mill, a few sugar mill&, 

7. Shoji Ito, 'A Mote on the 'Business Combine' in India-
with special reference to the Nattukkottai Chettiars', 
The Developing Economi~ (Toky:o) Vol. IV, No. 3, 

Sept. 196 p,p. 374. 
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and a number of modern incorporated enterprises. 

Moreover, in examining this question of Indian 

participation in industry during colonial rule 

one has to take note of the tangible constraints 

faced by Indian entrepreneurs in this respect, 

which included, among other factors, the lack 

of adequate industrial growth in South India, the 

European hold and monopoly over industry, foreign 

trade, and the money market, infrastructur~ bottle

necks etc. It was precisely owing to these factors, 

and also to the fact that investment in usury and trade 

continued until 1930 to be profitable, that Chettiar 

investments in industry, in comparison to their 

total investment during the period of this study, Waf3 

quite insignificant. 

As a closely knit financial group, the .Chettiars 

were able to make their presence felt in South India 

and a section of the Chettiars began to PlaY, from 

around the first decade of the 20th century, a very 

dominant role in the economic life of Madras. Thus, 

through the Indian Bank Ltd., the Raja Sir ,!nnamalai 

Chettiar group associated themselves with the formation 

of the South India Chamber of Commerce and eventually 

came to dominate the activities of the Chamber. 8 

... 
8. S.A. Kochanek, op.cit., p. 151-53. 
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In conclusion, one may say that this study, 

essentially a preliminary exploration, which may be 

followed by a more detailed investigation, indicates 

that the Chettiars did respond favourably, given the 

colonial matrix, to economic opportunities much the same 

way as their counterparts in the North • 

••• 
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