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INTRODUCTION



INTRODUCTION

Transport 1is an important constituent of economic
growth. The shipping and shipbuilding industry occupied an
important place in the ‘services' sector. In‘ the bperiod
under perusal, the development of the ‘native' shipping and
shipbuilding industry within a colonial structure and the
problems faced by‘it in the céurse of sﬁch vdevelopment is

sought to be examined.

. Indigenous efforts in developing this industry had to
start from scratch. However, traditionallyvthe scenario had
not been as deplorable as it appeared to be in the late 19th
and early 20th centuries. Right from ancient times, Indians
had carried on maritime trade with different parts of the
world. Definite evidence of trade between India and the
West;rn countries 1in the first century A.D. has been
recorded in a book Vritten by a Greek sailor and called The

1

Periplus f the Ervthraean Sea. . Important trading

relations with the Far-East have been alluded to in Indian

literary texts like the Jatakas and the Kathasaritsagara.?

1.- R.C. Majumdar, H.C. Raychaudhuri and Kalikinkar Datta,
An Advanced History of India, Delhi, 1982 reprint,
p.202.

2. Ibid., p.206.



Commercial connections with the distant regions of Europe,
the Malay Islands and China, as also other countries on the
Pacific-Ocean continued to be active even during the period
of Mughal rule in India.? Along with shipbuilding 1Indian
shipping registered a significant decline in the British

period.

As far as shipbuilding in Indié was concerned its
origins, too, dated back. to early times. There is a
reference to methods of construction and repair in the 13th
century by Marco Polo.? This tradition reached its ;enith in
the middle of the 19th century when even the requireménts of
the British Indian Navy were met by a family of master

builders, the Lowjee Wadias of Bombay.5 Frigates 1like the

- —————— ——————— ——————————— — ————

3. Ibid., p.568 and Sumati Morarjee, ‘Indian Shipping
through the Ages', in N.G.Jog (ed.), Sumati Morarjee
Felicitation .Volume - Service to Indian Shipping,

Bombay, 1970, p.131.

4, Rear Admiral B.A. Samson, "Modern State of Shipbuilding
in India', in N.G. Jog (ed.), Sumati . Morarijee
Felicitation Volume - Service to Indian Shipping, p.69.
Indirect references to the existence of the practice of
shipbuilding in India were also made by travellers from
Egypt and Syria, as well as, 1in the accounts of
Alexander's Indian Campaign.

5. Rear Admiral B.A. Sanmson, &p.cit., p.70; Sumati
Morarjee, op.cit., p.132; A.H. Maru, Indian Shipping
since Independence, Bombay, 1969, p.5; Asoka Mehta,
Indian Shipping =-A Case Study of the Working of
Imperialism, Bombay, 1940, p. 18 and R.K. Mookerjee,
Indian Shipping - A History of the Sea-borne Trade and
Maritime Activity of the Indians from the Earliest
Times, Bombay, 1912, p.244.




"Cornwallis" and the '"Wellesley" were built, in 1813 and
1815 respectively, by this family - each ship having a

displacement of 1750 tons and with a fire power of 74 guns.6

But, in the years following the 1850's, Indian
shipbuilding registered a decline due to two reasons.
Firstly, it could not keep pace with the technological
developments coming in the wake of the Industrial Revolution
in Europe - the Indian shipbuilders who constructed in
timber lagged behind their_ European counterpArts who
developed and constructed steei ships.7 Secondly, the
majority in the Court of Directors of the East India Company
(on which sat a nﬁmber of .British shipbuilders and
shipowners) resented the attitude of the East India Company
in preferring Indian built ships over British built ones.
Consequently, due to the constant pressure exertéd by this
powerful bloc in Parliament, the East 1India  Company was

authorised not to use Indian built ships after 1815.8

6. Rear Admiral B.A. Samson, gop.cit., p.70 and D.L. Neogy,
‘Shipbuilding in India', The Modern Review, Calcutta,
January 1941, p.61.

7. H.M. Trivedi, Indian Shipping in Perspective, Delhi
1980, p.4 and Rear Admiral B.A. Samson, op.cit., p.70.

8. Sumati Morarjee, op.cit., pp. 132-134; Asoka Mehta,
op.cit: p-13 and Walchand Hirachand,  (hereafter
referred to as WH), ‘Why India Wants Her Own Shipping'
in India Speaking, American Academy of Political and
Social Science, U.S.A., May 1944, p.198.




The decline in shipping, in part, caused by the virtual
obliteration of shipbuilding, was in a major way greatly
aided by the policy of discriminatory protection in favour
of the British. The basic terms of the British Navigation
Acts in the 18th and'earlier part of the 19th centuries
proved detrimental to the Indian shipping trade as it kept
Indian ships out of British ports.9 In India itself, from
1811 the beginning of discriﬁination,could be discerned from
the fact that Fort William in Bengal promulgated separate
rates of import duties on goods carried by British and non-
British vessels the rate fof’tﬁe former being Seven and half
percent and that for the latter being 15%. Fort St. George
in Madras and Fort St. David in Bombay followed suit in the
years 1812 and 1813 respectively. Although these rates
operated against~the Dutch, the French and the non-British
Indian ships, France and Holland succeeded in extracting
favourable terms from England through constant warfare,

thereby 1leaving non-British Indian ships' as the only

sufferers under these discriminatory duties. !0

9. S.N. Haji, ‘A Mercantile Marine for India', New 1India,
Madras, 10 Aug. 1927, Commerce Department, (hereafter
Comm. Dept.), Government of India, (hereafter GOI),
£1.183-5(2), pt.B, National. Archives of India,

(hereafter NAI) and Asoka Mehta, op.cip, pp.15 and 26.

10. Sumati Morarjee, op.cit., F.134; Asoka Mehta, op.cit.,
p. 20 and T.S. Sanjeeva Rao, A Short History of Modern
Indian Shipping, Bombay, 1965, p. 43.




However, Vthe deciine in Indian shipping was not
markedly evident until the mid 19th century, when the policy
of discrimination became intertwined with an attitudé of
absolute protection and patronage by the Government of
India, through subsidies, to organised British shipping
lines in 1India  1like the British 1India Steam Navigation
Company (hereafter referred to as B.I.SiN. Co. or B:.I.Co.)
and ‘the. Peninsular and Oriental'Company'(hereafter to be

referred to as P&O. Co.),ll

Indian attempts in developing the shipping businéss in
this period floundered against the onslaught of British
competition. The Taté Line, started by J.N. Tata in 1894, had
to close shop in February 1895 and the Swadeshi Steamship
Company of Chidambaram Pillai (set up in 1906) 1lost its
entire capital of Rs. 10 lakhs and was forced to go into
liquidation due to such invidious measures as deliberate

12

rate-cutting, deferred rebates and, at times, the

British Companies were even not above resorting to

11. A.H. Maru, op.cit., p.7.

12. This was a system whereby a combine offered merchants,
sending their cargoes on its own ships, a rebate at the
year's end on total freight paid by them. If, before the
end of the year, any merchant sent his cargo through
ships belonging to any other company or combine, he
would forfeit the deposit offered by the first combine.
This system was devised to prevent new 1lines from
making inroads into the shares of an existing monopoly.



sabotage.13 The Government remained immune to all petitions
by the Indian entrepreneurs seeking State protection in this

regard.14 This set the trend in the years to follow.

A study in contrast is provided in the efforts of the
Japanese Government in developing its own shipping and
shipbuilding industry. 'Right from the Tokugawa era (1603
onwards), the importance of the shipping and- ghipbuilding
induétry as a vital component of national defence and an
important .segment of .profitable economic- growth was
recognised.15 From the'1880's,andiespecially after the Sino-
Japanese- War of 1894-95,the Government did virtually all

that it could to prise away coastal shipping from the

. ———— ————————— ———— = —— = ——— ——— -

13. Sir Vithaldas D. Thackersay (representing The Bombay
Millowners' Association) in Legislative Assembly
Debates, (hereafter LAD), Home Department, GOI, Simla,
12 Jan. 1922, Vol.l1l, p.1540; The Eastern Economist,
Delhi, 1 Sept. 1944, p. 250; Notes -Indian Shipping,
The Modern Review, December 1922, p.801; Frank Harris,
Jamsetji Nusserwaniji Tata-A Chronicle of His Life,
Bombay, 1958, ppP. 92-8; Rajat K. Ray,
Industrialisation in India - Growth and Conflict in the
Corporate Sector, Oxford University Press;,;Delhi, 1979,
p-94; G.D. Khanolkar, Walchand Hirachand, Man, His
Times and Achievements, Bombay, 1969, pp. 59-60; A.H.
Maru, op.cit., pp.6-8 and T.S. Sanjeeva Rao, op.cit.,
pp.67-73.

14. G.D. Khanolkar, op.cit., p.236 and T.S. Sanjéeva Rao,
op.cit., pp. 69-70. :

15. Yasuzo Horie, ‘Enterpreneurship in Meiji Japan', W.W
Lockwood (ed.), The State and Economic Enterprise

Japan, New Jersey, U.S.A., 1965, p. 183.
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control of foreigners and transfer it to native hands - the
state bought and built ships, as well as encouraged private

enterprise through subsidies.1®

It was the Scindia Steam Navigation Company (hereafter
to be referred to as Scindia Cd.), established in 1919 by
Walchand Hirachand, that was responsible for the attempt to
launch, once again, an independent indigenous shipping and
shipbuilding industry in India in the colonial period. The
industry was developed Ain the teeth of intense opposition
by British’vested interests'. Constant struggle had to be
waged by_this enterpfise in demanding administrative steps
to control ‘unfair' competition, while the colonial
governmentv followed the pattern of ‘social discrimination'
in favour of their own countrymen. The slow growth of this
industry was due to official indifference or hostility. The
progress of this industry like that of all other indigenous
-capitalisﬁ growth was ‘inspite' of the role of the colonial

structure rather than facilitated by it.17 The colonial

16. G.C. Allen, The Japanese Economy, London, 1981, p.5;
Jon  Halliday, A Political History of Japanese
Capitalism, New York, 197%, p. 56; B.C. Tandon,
Economic Development of Developing Countries,
Allahabad, 1969, pp.611-13 and Angus Maddison, Economic

© Growth in Japan and the U.S.S.R., London, 1969, pp. 28-

38. o

17. Aditya Mukherjee, ‘Indian Capitalist Class: Development
during 1927-47', S. Bhattacharya and R. Thapar (ed.),
Situating Indian History, Oxford University Press,
Delhi, 1986,p.249.




administration was not willing to help such a rival industry
in the colony.18 The continued efforts on the part of the
Walchand group to maintain their hold in the industry will
demoﬁstrate that the "shortage of entrepreneurial
capability‘ argument put forward by a sectionl of economic
historiansl® was fallacious. The confrontationist nature of
Indian big businessmen vis-a-vis the colonial state -and
foreign ehterprise, in their attempt to enter areas which

affected British interests, will be markedly evident in. the

course of this study.

18. Bipan Chandra, Nationalism and Colonialism 1in Modern
India, New Delhi, 1979, p.151.

19. E.g., L.C.A. Knowles, ‘Economic Development of the
British Overseas Empire', see, A.K. Bagchi, Private
Investment in India, 1900-39, Cambridge, 1972, p. 20.




CHAPTER - 1

The Scindia s and the Growth of Indian
Shipping-1: 1923-1928



Chapter I

THE SCINDIAS AND THE GROWTH OF INDIAN SHIPPING - I
(1923-28)

The year 1923 witnessed the signing of the First
Tripartite Agreement between the Scindia Co. and Lord Inch-
cape, the representative of British Shipping interests.
Prior to this, the Scindia cCo., whichvhad been formed . in
1919,l had struggled to keep its head ébbve water :in the
face of numérous difficulties foilowing it through the
years. The Compaﬁy was established at a time when, 1in the
period spanniﬁg the years from 1860-1925, the majority of
~the 102 shipping companies set up in India, with a total

nominal capital of about Rs.46 crores, were driven out of

2

the trade by British vested interests;¢ a fact which was not

—— - - ——— - - —— — —— W G ———————— ———————————

1. “The Scindia Steam :Navigation Company', Walchand
Diamond Jubilee Commemoration Volume, 1942, Walchand
Hirachand Papers (hereafter to be referred to as WH
Papers, fl. 75, pt (a), Nehru Memorial Museum and
Library, (hereafter NMML), New Delhi; K.V. Hariharan
(ed.), So I Rest on My Oars,ACollection of Writings and
Speeches of M.A. Master, 1947-70, Vol 1, Bombay, 1977, .
p« vii (foreword); G. D. Khanolkar, WH, Man, His Times
and Achievements, p.63 and Rajat K. Ray,
Industrialisation in India, Growth and Conflict in the
Corporate Sector, p.96. The Scindia Co. was registered
on 27 March 1919 with a nominal capital of
Rs.45,000,000 and after 4 months the amount was
oversubscribed.

2. ‘The Scindia Steam Navigation Company', in Walchand
Diamond Jubilee Commemoration Volume, 1942, WH Papers,
fl. 75(a), NMML; WH to Lord Wavell, 14 Aug. 1944, M.A.
Master Papers (hereafter MAM Papers), f1.160, NMML and
Bombay Chronicle, Bombay, 24 Feb. 1923.




denied by the Britishers themselves -for Sir Alfred Watson
(Editor, The Statesman) in his evidence before the
Parliamentary Joint Select Committee on the Government of
India Act stated in 1933:°

I recognise that 1India company after Indian

company, Wwhich endeavored to develop a coastal

service, has been financially shattered by the heavy
combination of British interests.

Given this, it was not surprising that the share of
Indians in the coastal and overseas trade of India was
miserable, indeed- it was a mere 5% of the total trade upto
the First World Waf.4 Thus, the lion's share of the trade

had passed into the hands of non-Indians.

It was amidst such deplorable conditions that the
Scindia Co. came into being. But worse was to follow. The
Company acquired the ship named “Loyalty', which was used as
a hospital ship during the First World War, from the

Maharaja of Gwalior at a price of Rs. 25 lakhs.?> Upon

3. . "The Scindia Steam Navigation Co., in Walchand Diamond
Jubilee...... Volume, 1942, WH Papers, fl. 75(a), NMML;

The Eastern Economist, {Sept. 1944, p. 250 and 'Asoka
Mehta, Indian Shipping - A Case Study of the Working of
Imperialism, p.49. :

4. Rajat K. Ray, op.cit., p.95 and G.D. Khanolkar,
op.cit., p. 173.

5. Memorandum (hereafter to be referred to as Memo.) of a
meeting at Sir William Bull's (of Messrs. Bull and
Bull, Solicitors) offices, 25 June 1925, WH Papers,
f1.588, NMML and K.V. Hariharan (ed.), So I Rest On My
gars .... of M.A. Master, Vol.1, p. vii. (foreword).
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enquiries,_ it was revealed that the cost of fgpairing and
reconverting the "Loyalty' into a passenger liner would be
guicker and cheaper in Englahd than in India;- it would cost
Rs.1 lakh or Rs. .ome.. and half lakhs and take six weeks iﬁ
England, while in India it would take 6 months and cost Rs.
10 lakhs.e-However, upon reaching England it was found that
no firm was willing to undertake repairs. Only after a
prolonged seaféh, was sucha firm found and, that too, one
which had. a personal rivalry against Lord Inchcépe, the
baron of British shipping. Lord Inchape was responsible
not only for creating obstacles in this matter but in
addition, he also threatened agents, who were approached by
Walchand to undertake shipping opérations with dire
consequences,; if they took up the latter's wor&,and to be
prepared tb lose the rebate that he (Inchcape) offered in

order, carry out his work.’

1

The moment the Scindia Co. pressed into operation its
shipping services, there began a rate war against it in
right earnest. In he rice trade between Bombay and Rangoon,
the B.I.Co. began their - .Customary policy, in the face of
competition, of progressively lowering their rates. The
rates plummeted from Rs.20 to Rs.6 perton.Deferred rebates
6. G.D. Khanolkar, op.cit., p. 65.

7. Ibid., pp.65-66 and Rajat K.Ray, op.cit., pp. 96-97.

11



of those merchants who had associéted themselves with the
Scindia's were‘cancelled.8 However, the British Government
turned a blind eye to petitionsby the Scindia's to help them
in entering the coastal trade.? The colonial. Government
would not dream of aiding an indigenous company which would
threaten British monopoly. Therefore,-in liné with this
policy, the Government did not grant a concession in the
form of éccepting_ a tender put up by the Scindia's for
carrying tQO'lakh tons of coal from Burma fo Calcutta. The
contract was awarded to a British firm for ten years at
rates whidh‘ﬁére kept'secret.10 This provided an ample view -

‘of the way vthe colonial policy was érienfed; British
progress at the cost of the Indians! In'.mérked contrast,
India paid large sums annually.in the form of subsidies to

the P&0. and BI.companies for carrying > - mails to and fro

8. "The Scindia Steam Navigation Company', in Walchand ---
Volume, 1942, WH Papers, {l. 75(a), NMML.

9. The Modern Review, December 1922, p.801l.

10. Ibid., p.802 and G.D. Khanolkar, op.cit., pp. '178-80.
This “secret' was kept on grounds of public interest,
as stated by the Government. Mr. Narottam Morarjee, the
Chairman of the Managing Board of the Scindia Co.,
however tore this statement into shreds. As reported in
The Modern Review of December 1922, he is stated to
have questioned the Government as to whether the
‘public interests' were European or Indian. In
addition, he pointed out that such a carriage did not
require special boats nor did it justify a ten year
contract. The reason, he averred, was that the
Government did not want the Scindia Co. to have their
legitimate share in this regard.

12



~between 'England and  India,as well as, Indian mails in
Eastern waters,including parts in India and Burma. In reply
to a query in the Legislative Assembly dn 13 September 1927,
the Government stated thét the subsidy payable to the
B.I.S.N.Co. annually was Rs.15,18,000 while a sum of $
22,000 was paid annually to the British Government as
India's share of the subsidy payable to the P&O Co. for

carriage of mails.ll

Tired, perhaps, by the ddgged peréistence ofi the
Indians in facing the hostility Qf  the British vested
interests and also considering the brospect of this quarrel
continuing for an indefinite period, Lord Inchcape made, what
he thought was; a very tempting offer, to buy up the
Scindia's. Lord Inchcape was prepared to give in exchange
for every share of the Scindia Co., rupees twelve and half
in cash and rupees twelve and half in six and hglf per vcent
cumulative preference shares of the B.I. Co., free of British
income-tax. Promises of large sums of money were made to the
agents and Directors of the Company.12 But the shareholders

11. LAD, 13 Sept. 1927, WVol.IV. p. 4201 and Bombay
Chronicle, 10 Apr. 1923.

Until the statement madeathe floor of the House in
1927, the Government had denied that “carriage of
mails' was aid to the companies carrying it. It was
supposed to be a 'business transaction' It cannot,
however, be denied that the Indian Company concerned
was not even allowed to submit its tender.

12. G.D. Khanolkar, op.cit., pp.184.

13



of the beleaguered company were not willing to capitulate.
fhey unceremoniously rejected the offer, motivated, as it
were, by the plea of Narottam Morarjee (the Chairman of the
Managing Board of the Scindia Co.) to give a thought "not to
immediate personal gain" but to the effect that the éale of
the fCompany would have on the industrial 1life of the

"nation.13 The Scindia's had won the first round.

But, if things had reverted back to their original
~state, it would;have beer difficult to SUrvive.in the face
 of ensuing rate wars and deferred rébates. Therefore,it was
necessary to come to some sort of a comproﬁise, if the
Scindia's were not to be wiped out. It appeared that Lord
Inchcape was willing to enter into negotiations because the
atmosphere in the country, what with the increasing clamour
for the Indianisation of the coasting trade, was not
conducive to a head-on confrontation. Such a course could
have harmed British intérests.l4 Consequently, an agreement
was signed, on 14 March 1923, between Walchand Hirachand and
15

Lord Inchcape, for a period of ten years.

©13. ‘The Scindia Steam Navigation Co.' Walchand .....
Volume, 1942, WH Papers, f1.75(a), NMML and Bombay
Chronicle,14 Feb. 1923.

14. Note on the Tripartite Agreement, Comm. Dept, GOI, 17
June 1938, 41.20-M.I.(7)38, pt.B., NAI.

15. 1Ibid.; “The Scindia Steam Navigation Company', Walchand
.....Volume, 1942, WH Papers, fl.75(a), NMML and Bombay
Chronicle, 17 Mar. 1923.

14



an

This Agreement which the Seindia's hed to sign in order
to survive was an extremely 'one-sided' one, extensively
favoring the British parties. In fact with its resources
heavily depleted due to the freight wars and faciné
astonishingly unsympathetic Government, the Scindia's had no
choice but to accept, what they termed, "a slave bond" .16
Although the Company had started with a fleet of seven
steamers'«aggregating about 630,000 tons gross, it was not
allowed,‘as per the terms of the Agreement, to incfease its
tonnage beyond 70,000 tons gross at the end of ten years
upon the expiry bf-the Agreement.17 The other terms of the
Agreement provided that the Scindia - Company weuld carry
cargo only and not passengers. It would not charge higher
rates of freight than those fixed by the B.I. Co. Despite
the faet that the Company had inaugurated its services by
carrying passengers end cargo from Bombay to England and the

Continent, it was now prevented from going out of Indian

waters and was to be confined to the coastal tfade of Burma,

Ceylon and India. '8 By virtue of this Agreement, the share

—— - —— — - G ——— W e - —— - — - —— -

16. "The '~ Scindia Steam Navigation Company', Walchand
«....Volume, 1942, WH Papers, fl. 75(a), NMML.

17. Note on the Trlpartlte Agreement, Comm. Dept., GOI , 17
June 1938, fl. 20-MI(7)/38, pt.B., NAI and 'The Scindia
Steam Nav1gatlon Company, Walchand . e Volume, 1942, WH
Papers, fl. 75(a), NMML.

18. Note on the Tripartite Agreement, Comm. Dept., GOI, 17
June 1938, {1.20-MI (7)/38, Part B, July 1938, NAL
Journal of Commerce, 4 June 1948, in WH Papexn, fl. 626,
pt. I, NMML and ‘“The Scindia ......Company;, Walchand

.Volume, 1942, WH Papers, %l.75(a), NMML.

15



of the Indians in thé coastal trade, which approximated 4.5
million tonnes in 1924-25, came to around 13-15 % only.19
‘The Scindia's were to exert constant pressure throughout the
period to try and improve the provisions of the Agreement.
However, - the redeeming feature of the Tripartite Agreement
was that it admitted an Indian company into a coastal
conference 'which had, hitherto, only been dominated by

British interests.

Side by side, the pressure of Indian nationalist public
‘opinion forced the Government to appoiht, in Febru;ry 1923,
‘an Indian Mercantile Marine Committee (hereafter IMMC) in
order to examiné the steps to be taken to dévelop the
mercantile marine of the country.20 The prelude to this
action taken by the Government, was the awakening on the
part of Indian nationalists regarding the pitiable state of
Indian industry immediately wupon the cessation of
hostilities in the First World War.?l pPandit Madan Mohan

19. Gokhale 1Institute, Notes on the Rise of Business
Communities in India, New York, 1951, p. 25 and T.N
Kapoor, 'Shipping, Air and Road Transport', V.B. Singh
(ed.), Economic History of India, 1857-1956, Delhg
1975, p. 25.

20. Memo of meeting at Sir William Bull's offices, 27 June
1925, WH Papers, fl. 588, NMML: The Scindia ....
Company, Walchand ....Volume, 1942, WH Papers, fl.
75(a) NMML and The Hindustan Standard,b31 July 1945, WH
Papers, fl1. 90, pt. II, NMML. ‘

21. Sumati Morarjee, 'Indian Shipping ...', N.G. Jog (ed.)
Sumati Morarjee Felicitation volume - Service to Indian

Shipping, p. 134.
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Malaviya (A member of the Industrial Commission appointed by
the Government after the War) recommended the establishment
of wvarious modern industries, including shipbuilding, to

meet the requirements of a growing country like India.??

Walchand Hirachand had approached various political
leaders and wurged them to take action to help in the
devélopment of an Indian Mercantile Mariﬁe. One of these men
wasvsir P.S. SiQaswamy Ayyaf who, on 12 January 1922, moved
a resolution in the legislative assembly to the effect that
a  conmmittee inciuding experts and non-official 1Indians be
appointed to prepare a séheme" which would help in the
growth of an Indian Mercantile Marine and the development of
shipbuilding."23 It is a measure of the prevailing attitude
of the times that the motion was adopted despite the

. - - —— g ———— ————— —————— —————

22. A.H. Maru, Indian Shipping Since Independence, p.9.

23. LAD, 12 Jan. 1922, Yol. II, p. 1531 and Statement by
P.S. Sivaswamy Ayyar, 12 Jan. 1922, WH Papers, fl. 611,
pt.II, NMML. .

The Resolution was worded as follows:

"This Assembly recommends to the Governor General in
Council that a committee, including experts and non-
official Indians, be appointed to prepare a scheme:-

(i) for the liberal recruitment of Indians as Deck or
Executive Officers and Engineers in the Royal Indian
Marine,

(ii)for the establishment of a Nautical College in
Indian waters for the purpose of training Executive

Officers and Engineers of ships,
Contd/---
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opposition of the Commerce and Industry Member, Sir Charles
Innes who, in keeping with the official policy, made the
usual sympathetic noiseé about understanding the desire of
the Indiané for their own mercantile marine but went on to
add, that Ihdia's position was different from that of Japan
(whosé case had been cited in the Resolution)24 as she was
not an island and therefore did not have the same vital need
for a navyAand, moreover, he said that the Bri;ish Navy was
doing the needful' for India (at a cost of $100,000 pér
annum).25 " This shows the extent of 'the keeping their eyes
closed attitude' as faf as Indian interests were concerned.
On the other hand the passing of the motion with minor
modifications coincided with the endorsement of the object
of Ayyar's resolution by the First Fiscal Commission (1921-

(iii) for the Creation of an adequate number of state
scholarships for providing instruction in the Nautical
Colleges and training ships in England, . pending the
formation of the Nautical College in India,

(iv) for the encouragement of shipbuilding and of the
growth of an Indian Mercantile Marine by a system of

bounties, subsidies and other such measures as have
been adopted in Japan.

(v) for the acquisition of training ships by gift from
the Imperial Government or otherwise,

(vi) for the construction of necessary dockyards and
engineering workshops in one or more ports.

24. Ibid. Refers especially to clause (iv) of the
Resolution.

25. LAD, 12 Jan. 1922, Vol.II, p. 1535.
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22). Walchand Hirachand; on behalf of the Scindia Company,
had submitted a memorandum to the Commission on the existing
state of sea transport and suggested coastal reservation for
Indian shipowners, abolition of practices 1like deferred
rebates and overnmental aid to Indian shipping in order to

‘ameliorate the situation.?2®

" All these pressures forced the deernment to appoint,
in 1923, a six member committee to qoﬁsider steps.in order
to develop the Indian Mercantile Mérine. The IMMC consisted
of three Eurqpeén and three 1Indian members. Théy were
Captain E.& Headlam (President of the Committee), Director,
the »Royalendian Marine; Prof. Sir John Biles, Consulting
Naval Architect to the India Office; Sir Arthur J. Froom,
Partner, Mackinnon, Mackenzie and Company; Mr. Lallubhai
Samaldas, Director, the Scindia Co.; Jadunath Roy, Bengal
Chamber of Commerce and T.ﬁangachariar, M.L.A.27 After a lot
of intense deliberations, the Committee Afinally submitted
its report in 1924 - it recommended that the coasting trade
of the country should be reserved for ships, the ownershib

26. G.D. Khanolkar, op.cit., pp. 181-82 and T.S. Sanjeeva
Rao, A Short History of Modern Indian Shipping, pp. 94-
95. :

27. Note on the Indian Mercantile Marine Comnittee,
(hereafter IMMC), no date, MAM Papers, fl. 20, NMML and
S.N. Haji, A Mercantile Marine for India, New India, 10
Aug. 1927, Madras, in Comm. Dept., GOI, fl. 183-s(2),
pt.B, NAI.
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and controlling interest in whiéh were predominantly Indian,
the Government should arrange for a separate Training ship
to give nautical training to Indians and that ships of
steamer companies plying on the coast must recruit the
trainees of the Training ship. It also recommended a scheme
for the Indianisatioﬁ of the Indian coastal marine within a
period of twenty five years. The Government was .also

exhorted ﬁo encburage. Indian citizens to enter the,
hitherto, neglected shipbuilding industfy through bounties

and subsidies.?8

It is suggestive, that out of the three European members
on the committee, the only voice of dissent came from Arthur
Froom, the representative of British vested interests in
shipping. He strongly opposed the reservation of the coastal
trade of India for Indian owned ships on the grounds that it
would result 1in inefficient service aécompanied, as a
corollary, with high freights due to 1lack of incentives
occasioned by the absence of fear of competition.29 This was
a récurring argument used by British shipping interests in
the years to come, whenever the issue of coastal reservation
for Indian shipping was raised.

28. Report of the IMMC, 1923-24, WH Papers, fl. 611, pt.2,

NMML and Note on the IMMC, no date, MAM Papers, fl. 20,
NMML.

29. S.N. Haji, *A Mercantile Marine for India', New India,
10 Aug. 1927, Madras, in Comm. Dept., GOI, fl. 183-
s(2), pt. B, NAI. A
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But, as always Indians had an answer to ‘such
allegations. Mr Sarabhai N. Haji (of the Scindia Co,»
unleashed a vitriolic attack against this attitude 6f
British vested interests represented by Sri Arthur.Froom. He
argued that the monopoly of the coastal and.overseas trade
by non-Indians represented a drain of roughly Rs 57 crores
per year. Further, he said that these vested interests
conveniently forgot: “that all harifime_ nations, including
Great Britain, had resérted to state aid in the  development

of their mercantile fleets. In fact, in Britain, 98% of the

coastal trade was in the hands of English companies.

This situation was made possible through state help,
such as the implementation of the highly discriminatory
Navigation Laws (beginning from 1646) which were repealed

oniy when they were no longer necessary.30 It was also felt

by the IMMC members, excluding Arthur Froom, that "given the

fact that Indians had proved successful in technical trades,
in which they possessed little or no practical knowledge or
experience, they saw no reason why, given a favourable

opporfunity/.they would not prove equally successful in the

shipping trade".31
piss
338.47623820954
"""""""" M7256 In Na2
30. Ibid. AR U GER
TH4230

31. Ibidﬂ
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Of course, there were éertain reservations regarding
the recommendations of the IMMC, especially the fact that
there was no proviso regarding guarantee of Indian entry
into the overseas trade (which accounted for ﬁo less than
Rs.43 crores out of a total of around Rs 57 crores of
shipping earnings in a year) which was equally important
and, in fact, closely related to coastal trade in térms of
econémic'progress-a fact recognised by countries like Japan
who provided massive state aid in ordér to facilitate quick
development of shippihg.32 The Boulter Report of 1926 (Mr.R.
Boultef. was the Acting Commercial Counsellor at Tokyo)
stated that the system of subsidising shipping services had
been 1in existence for nearly 30 yearé and concluded that
"the most important branch of industry which has been
substantially affected by the grant, since the war, of
special privileges to national enterprise is that of
shipping?33 Nevertheless, the Report of the IMMC was
welcomed because it recognised and suggested concrete steps
in order to meet India's need for her own mercantile marine.
However, the Government of India stepped in, as we shall see
later, to make the Report a virtual dead-letter. Meanwhile,
legislative efforts were made in order to legalize coastal

O ———— - - ——— ————————

32.- Ibid.

33. Quoted in "Boulter's Report', (1926), Comm. Dept., GOI,
f1. 720-S, pt.B, NAI.
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reservation for Indian owned vessels. The first effort in
this direction was the attempt by K.C. Neogy' to introduce
thé Coastal Traffic Reservation Bill in the Central
Legislature in 1924 - it‘was Walchand Hirachand who egged

34 Therefore,  all

him on into introducing such a measure.
possible channels, including approaching political leaders
for help, were utilised in order to develop the Indian -
shipping industry, "for Fhe proper¢gfowth of ﬁer own trade
and commerce and the economic develobment of her neglected
ports, for reviving an old avenue of. career of the sea of
'the sons of the so0il, and for building up the»huéieus of an
Indian Navy of the future for protecting and defending her

people both on sea and shore" .35

The Bill was not destiqed>to.be introduced in the
legislature. The Government of India used legal
technicaliéies to delay its introduction. They stated that
the Bill was ultra vires of Section 736 (b) of the Merchant
Shipping Act of 1894. Section 736 empowered the. legislature
of any British possession to regulate, bj. any act, the

coasting trade of that British possession ,subject to certain

- T ———— - —— ———— - -———————

34. Extract from the Legislative Department File re-Neogy's

Bill, 2 Sept. 1924, Comm. Dept., GOI, fl. 387-S, pt-a,

" NAI; WH to Scindia Co.,22 July 1925, WH Papers, f1.588,

NMML and ‘*The Scindia ..... Company’ Walchand
..... Volume, 1942, WH Papers, fl. 75(a), NMML.

35. A statement by Narottam Morarjee, 24 Oct. 1924, WH
Papers, fl. 611, pt.II, NMML.
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specified conditions. Condition (B) required that the Act in
question should treat all British ships in exactly the same
Imanner as ships of the British possession concerned.3°
Sensing that Indian public opinion would not accept the
Government of India's statement for what it stood for, =

iﬁ was decided to refer the Bill to the Law Officers of the
Crown. Behind these frenzied activities was the - everlooming
pressure of the British vested interests,The Board|of Trade
pronouhced the Bill as ‘'ultra vires' .of the Indian

legislature and Lord Inchcape stated that he was confident

that the Bill would not be passed.3’

But the Indians had built up their case anticipating
objeétions to the Bill. Averring that allegations like the
one insisting thatteBill involved the principle of flag
discrimination were baseless, they went on to state that the

coastal trade of a country was always construed by

36. Extract from the Legislative Department file re Neogy's
Bill, 25 Sept. 1924, Comm. Dept., GOI, fl. 387-6, pt.
A, NAI; Note of the Scindia Co., no date, WH Papers, fl-
588, NMML and Memo of meeting at Sir William Bull's
offices, London, 27 June 1925, WH Papers, fl. 588,
NMML.

37. Extract from the Legislative Department File reNeogy's
Bill, 2 Sept. 1924 and Telegram to the Secretary of
State for India from D.T. Chadwick, 26 Jan. 1925,
Comm. Dept., GOI, fl. 387-S, pt.A, NAI; WH to the
Scindia Co., 9 July 1925, WH Papers, fl. 588 and MAM
Papers, fl. 21, NMML and Letter from the Mercantile
Marine Department, Board of Trade to the India Office,
25 April 1925, Comm. Dept., GOI, fl. 387-S,pt-A., NAI.
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International Law as a matter of domestic concern in which
foreign interests could come in, not as a matter of right
but, as a matter of grace. Moreover, as Walchand Hirachand
pointed out to Lord Inchcape, the Bill was not intended to
wipe out British shipping interests but merely to allow them
to hold a certain portion of the trade, instead of the 100%
that they did at that time.38 As far as national interests
went, thi§ ought to have beén_ éonsidéred as quite
reasonable, but the British vested interests were outraged
by, . Wwhat they considered was, an easy way to step into

what they had taken ages to build up.39

Yet, the Bill did not discriminate against British
ships, as such, because any British ship which complied with
the conditions of the .license laid down in the Bill could
engége itself in the coastal trade of India.%? Moreover, the

argument, that India being a part of the Empire should not

38. Extract from the Legislative Assembly Department, 8
July 1924, Comm. Dept., GOI, fl. 387-S, pt. A, NAI; WH
to the Scindia Co, 9 July 1925, WH Papers, fl. 588 and
MAM papers, fl. 21,NMML and ' Examination of some of
the arguments against the Reservation of coastal
traffic of India Bill,' no, date, MAM Papers, fl. 45,
NMML.

39. Ibid. and Telegram to The Secretary of State for India
from D.T. Chadwick, 26 Jan. 1925, Comm. Dept.,GOI, fl.
387-S, pt. A, NAI.

40. “Examination of some of the arguments advanced against
the Reservation of Coastal Traffic of India Bill', no
date! MAM Papers, fl. 45, NMML.
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discriminate against British Shipping, lost its éredibility
because a 1look at vaernmental sources itself revealed a
different situation. "The position in Australia is that Part
VI of the Navigation Act (1912-25) provides that ships may
only engage in the coasting trade under license, but no
discrimination is made between Australian and other ships,
whether British or foreign as such .....(However) as a
matter of pfactiée, the cohditions_uhder which licenses are
granted are so severe (e.g. the payment of Australian rates
of wages) that no non-Australian shipowner is likely to be
willing to comply with them".%l Therefore, if in effect
Australia could reserve her coasting trade to her own

nationals, there was no reason why India could not follow

suit.

Repeating an argument, put forward earlier by Sir
Arthur Froom, British officials like Charles 1Innes, too,
felt'.that if reservation of coastal traffic to Indians was
allowed, Indian capital . would not come forward and,

consequently, there would be shortage of tonnage which would

. ————————— -t ———— ——— - — — ——— —— > = —— =

41. Quoted in E. J. Harding, (Dominions Office) to E.J.
Turner, (India Office), 7 Dec. 1925, Comm. Dept., GOI,
fl. 238-S(9), pt. A, NAI; Extract from the Legislative
Dept. File re. Neogy;s Bill, 8 July 1924, Comm. Dept.,
fl. 387-S,pt. A, NAI; Letter from the Mercantile Marine
Department, Board of Trade to the 1India Office, 25
April 1925 and ‘Examination of some of the arguments
advanced against the Reservation of coastal traffic of
India Bill/, no date, MAM Papers, fl. 45, NMML.
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lead to raising of freight rates, thereby, causing
dislocation in trade and industry thus spelling the ruin of
India's prosperity.42 M.A. Master (the General ‘Manager of
the Scindia Co.), on the other hand, held that even the cut-
throat competition, ruinous rate-wars and the deferred
rebate system, as also, Government patronage to British
vested interests had not proved»£o be a check on the éntry
of a number of Indian shipping companieé.into the trade; C It
showed that Indian capital was not shy in coming férward and
entering this industry.43 If a hiéh-risk area like shipping
in adverse conditions was not a sufficient deﬁerrent for
éntry of 1Indian capital into it, then, merely once
reservatioh'and other Government aid was given, there could

not be any question of Indian capital not coming forward.

However British officialdom got a rude shock when the
Law Officers of the Crown, to whom the proposed Coastal
Reservation Bill had been referred to, concluded that it was
‘intra vires' of the Legislature of India.%4 1t .is a

measure of the extent to which the.colonial Government could

A —————— - — - —— - ————————

42. Ibid.

43. Ibid.

44. Telegram from the Secretary of State for India, 8 Feb.
1925, Comm. Dept., GOI, f1.387-S, pt.A, NAI; Memo of a
meeting at Sir William Bull's offices, 27 June 1925, WH
Papers, f1.588, NMML and S.N. Haji to The Agents,
Scindia Co., 16 Feb. 1925, MAM Papers, fl. 23, NMML.
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go to, in order to achieve the end they desired, that the
Law Officers of the Crown were asked to reconsider their
opinion.- Unfortunately for the Government, there was no
change in the decision of the Law Officers, even after

45 But the long delay in waiting for the

reconsideration.
opinion of the Law Officers had served its purpose-the Bill

could not be introduced in the Legislaturef

Walchand, however, had done a lot inlpopularising the
Bill-money being no ébnstraint in this matter.46' The
Indianén were not willing to let sleeping dogs 1lie - it
followed, therefore, that upon not being granted pefmission
for the introduction of Neogy's Bill in the Central
Legislature due to the unwarranted delay, éngineered by the
Government, about more than a dozen menbers of the Assembly
gave notice of their intention to introduce the same Bill

for the Reservation of Coastal Traffic of India to Indian

45. Telegram from the Secretary of State for India, 8 Feb.
1925, Comm. Dept., GOI, fl. 387-S, pt.A,NAI and ‘The
Reservation of Coastal Traffic of India Bill - Opinion
of the Law Officers of the Crown, 20 Mar. 1925, Comm.
Dept., GOI, fl. 387-S, pt. A, NAI.

46. WH to the Scindia Co., 22 July 1925, WH Papers, fl.
588, NMML.

According to him, " This bill is the salvation of the
Scindia Co., from every point of view. If anything is
going to frighten, or rather, straighten Inchcape, it is
the passage or at least the agitation for this bill.
All possible ‘noise' should be made and I would
consider money spent on this "propaganda' as money well
spent."
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vessels. Their object was to ensure that, atleast one of
them would be adopted by virtue of securing a higher place
in the ballot for determining the matters to be taken into

consideration by the Legislature.47

In the ﬁeantime, the Government had done precious
little to implement the recommendations df the IMMC Repo;t.
Their vacillating.tactics were transparentlyﬂapparent, rfdr
in reply to>queries regarding this matter, they put forth

vague replies like "the matter is under consideration".48

'E#asperated by these delays, Sir P.S. Sivasawmi AYyar
moved a fesolution in the Legislature urging the Government
to accept the recommendations of the I1MMC. 42 once the matter
came up for discussion, the Government had no option but to
reveal the reasons for their inaction. Herein, the complete
nature of colonial policy was unveiled. As had been the case
earlier, during the motion by Sir P.S.Sivaswamy Ayyar for
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47. Endorsement to the Legislative Department, 17 Feb.
1925, Comm. Dept., GOI, f1.387-S, pt.A, NAI. Some of
the members who sought to introduce the Bill were
Amarnath Dutt, K. Rama Aiyangar, Devaki Prasad Sinha,
D.V. Belvi, N.C. Kelkar, M.K. Acharya, Jamnadas M.
Mehta, B. Das etc. :

48. Sir charles Innes in LAD, 23 Jan. 1925, Vol. V, p. 145;
Innes in LAD, 27 Aug. 1925, Vol. VI p. 290; Innes in
LAD, 8 March 1926, Vol. VII, p. 2098; The Eastern
Economist, 1 Sept. 1944, p. 251 and The Hindustan
Standard, 31 July 1945, WH Papers, fl. 90, Ft. 2, NMML.

49. LAD, 19 Mar. 1926, Vol. VII, p. 2800.
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moving the resolution for establishing a committée to
recommend steps for development of a mercantile marine in
1922, Sir Charles Innes took up the argument from where he
had 1left off in 1922, asserting that they had to balance
considerations of national sentiment (which he magnanimously
recognised) with economic considerations and interests on
the other.5° There was nothing new in hié- protestations
against - the principle of reserQinglcoastal trade of India
for Indian nationalé, other than the bandying of phrases
like :flag discrimination', 'expropriation' and it being a
deterrent to the economy as it’wéuld raise freight rates.
The case of Australia was again brought up - although, the
Dominions Office had admitted in 1925 that, in effect, the
Navigation Act of Australia had succeeded in reserving her
coasting trade to hef own nationals through a strict system
of 1licensing. He again raked up the principle of the Act
which did not discriminate against non- Australians. But
this appears to be a futile excercise in building up an
argument against the Indian effdrts in this direction, when
what the Indians were aiming for had already been achieved
by the Australians.?! Yet, even though his argqument appeared

50. Ibid.

5S1. E.J. Harding to E.J. Turner, 7 Dec. 1925, Comm. Dept.,

- GOI, fl. 238-5(9), pt.A,NAI; LAD, 19 Mar. 1926, Vol.

VII, pp. 2800-14 and “Reservation of the coastal
Trade,' no date, WH Papers, fl. 611, pt.2, NMML.
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to be faulty, Innes was successful in getting the resolution
adjourned to the next session, accepting only the part
regarding Nautical Training in the resolution.®? British

policy maintained its hold in this round.

Although the scheme for establishing a Nautical
Training Ship was accepted in principle, Charles Innes could
not refrain from making a snide remark about Indian
capabilities and character. On the floor of the House, on 19
March 1926, he is repofted to have said that "In the first
place, life on board ship... is a rough life. There .ié
rigoroué. disciplihe and it is a hard 1life which demands

53

character... -qualities presumably absent ambng Indians!

Colonial constraints cropped up again regarding
employment of these cadets in shipping companies,
especially, the British ones. The Scindia Company had,
before the establishment of the I.M.M.T%:. .. Dufferin,
successfully trained ‘and enmployed Indians in its own
steamsﬁips.54 The prospectus of the I.M.M.T.S. Dufferin gave
a list of eleven companies (including British lines like the
B.I.S N.Co., the P& Co. and tﬁe Mogul Line) who were

. ——— - —— - —— . ———— —————— —— -~ ———

52. LAD, 19 Mar. 1926, Vol. VII, pp.2815-16 and The Eastern
Economist, 1Sept. 1944, p. 251.

53. Innes in LAD, 19 Mar. 1926, Vol. VII, p. 2815.

54. G.D. Khanolkar, op. cit, p. 218.
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agreeable to accepting apprentices of the Training Ship and
promised help in providing employment to candidates on their
ships provided they were satisfactory as*apprentices.55 The
importance of Indians manning ships in their own waters was
emphasised by Motilal Nehru as a necessary precursor to the
development of a Mercantile Marine.%® 1In addition, that
august body representing the interests of Indian enterprise,
the Federation‘oﬁ'lndian Chahbers of éommérce and Industry,
in their:Resolution of 28 énd 29 December 1928, urged the
Government of 1India to make it obligatory for the ships
piying on the coast to give preferencgvin the employment of
their | officers to those who obtained the necessary
certificate of competency after undergoing training on the

7

Training Ship.5 However, George Rainy, the Commerce

Member, . referring to the FICCI Resolution, stated that the
need for Government assistance in this dtvection had "not

arisen".?8 This assertion, that the situation did not nmerit

55. George Rainy, Commerce Member in LAD, 11 Mar. 1929.
Vol. II, p.1633.

56. Statement by Motilal Nehru, 26 Nov. 1927, WH Papers,
f1. 611, pt.II, NMML. ‘

57. Proceedings of the Second Annual Meeting of the
Federation of Indian Chambers of Commerce and Industry,
(hereafter FICCI), Calcutta, 28 and 29 Dec. 1928, Comn.
Dept., GOI, fl. 499M.I/29, pt.B, NAI and The Southern
Indian Chamber of Commerce (Madras) to the Comm. Dept.,
Comm. Dept., GOI, fi. 20-M.I.(2)/31, pt.B, NAI.

58. George Rainy's Notes, 13 May 1929, Comm. Dept. GOI, fl.
499-M.I/29,ptB, NAL
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intervention by the Government,‘did not hold water as
subsequent events were to show. The Viceroy, Lord Irwin
struck a_sympathéticvnote in a speech at Kanpur in December
1926. He announced that "It is, however, no use training
Indians in this way unless they have a career open to them.
I hope, therefore, that British shipping companies will
cooperate to make the Training Ship a success by giving fair
oppértunities of employment to Indian cadets_"{59 This
speech was enough to send British ship owneré into a
flutter. A conference of British shipping interests held in
London a féw‘ months later veheméntly opposed any move
towards mandatory employment of successful cadets from the
Indian Training ship in British shipping companies while
simuitaneously insisting that it "would not be fair to
British Deck Officers to create a new source of supply". 60
British shipbing interests could not tolerate any
professions of sympathy on the part of the British
Government, as they felt that it would harm their interests.
In any case, the Viceroy's speech was not a directive to

59. Quoted 1in a letter from M.A. Master to G.L. Corbett,
Secretary, Dept. of Commerce, Comm. Dept. GOI, fl. 180-
S (156), pt.B, NAI; George Rainy in LAD, 11 Mar. 1929,
Vol. II, P. 1663 and Secretary, Indian Merchants
Chamber, (hereafter 1.M.C), Bombay to Commerce Dept., 29
OctinComm. Dept.,. GOI, 20 MI(2), pt.B, NAI.

60. Quoted in a letter from M.A. Master to G.L. Corbett,
Dept. of Commerce, Comm. Dept, GOI, f1.180-S (156), pt.
B, NAI.
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immediate action and the officials promptly denied any
knowledge of the said conference and fell into the groove of

inaction in this regard.®l

Until the end of 1928 the Government refused to take
~any action onlthe recommendations of the I.M.M.C., especially
those relating lto coastal trades, despite the deplorable
state of affairs in the Indian shipping‘ industry. Nearly
twenty four companies had to go into. liquidatioﬂ -between
1904 and 1527.62 Representations.by bodies like the 1Indian
Chamber of Comﬁerce, Calcutta and the Southern. Indian
Chamber of Commerce, Madras and the Indianv Merchant's
Chamber, Bombay; to the Government show that these bodies
were intensely aware of the harm the colonial Governﬁent wés
inflicting upon the development of an indigenous mercantile
marine. Their allegations were that the Government was
ignoring their represent;tions and hiding behind the cloak
of C.A. Innes' arguments, made on the fldor of the House in
1926, in the debate regarding P.S. Sivaswamy Ayvyar's

resolution. They could not understand why when other

countries, including Great Britain, had reserved,

61. C. Innes in LAD, 23 Mar. 1927, Vol. IX, pp. 2591-92 and
G. Rainy in 1LAD, 11 Mar. 1929, Vol. II, p. 1663.

62. WH to Lord Wavell, 14 Aug. 1944, WH Papers, fl.160,
NMML and The Calcutta Commercial Gazette, 25 June 1928,
in S.N. Haji, Indian Press Opinions on The Bill for the
Reservation of Coastal Traffic of India, Pamphlet
No.10, Indian Shipping Series, 1928, p. 26.
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effectively, almost the whole of their coasting trade to
their owﬁ nationals, India was to be denied that right. They
also averred that, despite Innes'recognition of the 1Indian
desire for their own mercantile marine, he had not one
consfructive suggestion to offer as to how the mercantile
marine should be built up. Instead, he opposed the principle
of _coastal reseryation for Indian vessels.®3 But the
deernment, while not willing to  implement the
recommendations of the Indian Mercantile Marine Committee
(and this .was stated in the British Parliameﬁt also) was
even less inclined to enter into an argument with the
commercial bodies exhorting them to take action.®* 1In fact,
such was their attitude that they professed to be unaware of
any information regarding particulars of the coastal trade

such as the degree of Indian participation etc.®d

63. Statement made by Mr. D.P. Khaitan, Senior Vice-
President of the Indian Chamber of Commerce, Calcutta,
before Sir George Rainy, 22 Dec. 1927, Comm. Dept., GOI,
fl1. 814-S(2), pt. B, NAI and Secretary, The IMC, Bombay
to the Comm. Dept., 29 Oct. 1927 and the Southern
Indian Chamber of Commerce, Madras to Comm. Dept., 7
Dec. 1927, Comm. Dept., GOI, fl.20. M.I.(2)/29, pt-B,
N.A.TI.

64. Note of George Rainy, 5 Nov. 1927, Comm. Dept., GOI,
fl1. 20- M.I(2)/29, pt. B, NAI and a Question in
Parliament, 21 Nov. 1927, Comm. Dept., GOI, fl. 238-S
(90), pt.c, NAI. .

65. C. Innes in LAD, 23 Feb. 1927, Vol. IX, p. 1192.
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In the late 1920'5) it became apparent that the
Tripartite Agreement was not working as it should have been.
The B.I; Co. were continuously fixing rates, and that too
lower rates (a reduction of as much as 25-30%) without

consulting Scindia's, thereby contravening the terms of the

66

agreements. Complaints were lodged by the Scindia's with

the B.I. Co. and the Government, only to be ignored. The
B.I.Co. was reported to have stated that the Agreement had
been a concession made by them and when two out of the three
parties to the Agreement felt emphatically that the rates

should be reduced it was "reasonable that there should be a

67

reduction". The Government of India and the India Office,

while aware of the existing state of affairs, stated that
"they did not have the right to interfere with the Agreement
which was already in existence till its expiry in 1932 .68
This was the .picture of the regressive hold that the

colonial Government exerted on Indian enterprise.

66. ‘Statement of the Scindia Co. showing how the spirit of
the agreement was not carried out by the B.I. Co.ﬁ no
date, MAM Papers, fl. 32, NMML; Memo. of meeting
between the Scindia Co. and representatives of the B.I.
Co. and Asiatic CO., London, 5 Sept. 1928, WH Papers,
fl1. 589, pt. I, NMML and Narottam Morarjee to Messrs. N
Morarjee and Co. (Agents, Scindia Co.), 28 June 1928,
WH Papers, fl. 589, pt-1, NMML.

67. Quoted in WH to Representatives of the Scindia Co., 12
Oct. 1928 and Memo of meeting between the Scindia Co.
and representatives of the B.I. Co. and Asiatic Co.,
London, 5 Sept. 1928, WH Papers, f1.589, pt-I, NMML.

68. N. Morarjee to Messrs. N. Morarjee and Co., 28 June
1928, WH Ppapers, fl. 589, pt. I, NMML.
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Compounding the problems of the Scindié's was the
allegation of smaller steamship companies (like the Bombay
Steamships Co.) that they were aiming at driving out the
smaller indigenoﬁs shipping companies through the medium éf
rate wars (also deferred rebates, grant of free passes to
shippers by passenger steamers) unleashed by the Conference)
of which the Scindia's were a party.69 The Scindia's are
reported to haQe declared thét they had opposed the B.i. Co.
in this regafd-but it appears that being a member of fhe
-Conference, they were perceived as being made of the same
mould as the B.I. Co. and the Asiatic Co.. and,so., it was
felt that they were bent upon creating an Indian monopoly in
the shipping industry.70 Thus the Scindia's appear to - have
been in a tricky situation, with the British vested
interests aidéd by Government policy preventing their growth
and the smaller Indian companies jealous of the ‘'miniscule'

gain they had made by entering the conference. This problem

was to recur in the next decade also.

The decade of the twenties was drawing to a close and

the Government was doing precisely nothing to develop the
69. Note of G.L. Corbett, 8 Sept. 1927, Comm. Dept., GOI,
fl. 15-M.I.(3)/29, pt. B, NAI; S.R. Khopkar (Bombay
Steamships Association) to Corbett, 20 Dec. 1927, 2
June 1928 and 17 Aug. 1928, Comm. Dept., GOI, fi. 15~
M.I. (3)/29, pt-B, NAI and Note by S.R. Khopkar, 12
Mar. 1928, Comm. Dept., GOI, fl. 15-M.I (3)/29, pt. B,

NAI.

70. Ibid.
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Indian mercantile marine. Therefore the Indian swung into
action Walchand Hirachand exhorted Mr. S.N. Haji (M.L.A. and
érstwhile assistant of Walchand Hirachand) to introduce a
Bill for the Reservation of the Coastal Traffic of India on

9 February 1928 in the Legislative Assembly.7l

The Bill was a frontal attack on British vested
interests. Thoroughlyialarmed, the Government and non-Indian
commercial bodies raked'up the old arguments put forward in
the Legislative Assembly in 1922 and 1926, when the concept
>bf ‘"reservation had been thoroughly vilifiedﬂby~the official
circles. It was contended  that the .Bill meant
*expropriation' and attempted the imposition of the
principle of "“flag discrimination"’? against British
shipping interests. They held that reservation introduced a

principle, new to British Law.’3 India, in their view did

71. LAD, 9 Feb. 1928, Vol.1l, p.262 and LAD, 13 Sept. 1928,
Vol.III, pp-698-99. A

72. Sir Walter Wilson (Associated Chambers of Commerce) in
LAD, 22 Mar. 1928, Vol.II, p.1900; S.N. Haji in LAD, 13
Sept. 1928, Vol.III, p. 701; The Amrita Bazar Patrika,
Calcutta, 18 July 1928; The Basumati, Calcutta, 30 June
1928, in S.N. Haji, Indian Press Opinions on the Bill
for the Reservation of the Coastal Traffic of India,
Pp.11-12; The Daily Express, Madras, 13 Aug. 1928, in

S.N. Haji, Indian Press...., p. 55; Capital, 19 July
1928, in S.N. Haji, Indian Press..... , pp. 42-43 and

Bombay Chronicle, 26 Mar. 1928.

73. The Basumati, .Calcutta), 31 May 1928, S.N. Haji, Indian
Press......., pp. 9-10.
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not need a mercantile marine.’% They insisted that (as in
the case of Chile and other countries which had at that time
begun reserving the coastal trade) reservation would lead to

freight rates registering a hefty increase:, harming the

economy.7$ Moreover, they stated that reservation was not

suited to Indian conditions as the coastal trade was largely
a seasonal trade.’® In addition, they declared that the
Bill, if passed would lead to-a breaéh of Internétional
Agreements to which 1India was a party, especially the

Convention and Statute on International Regime of Maritime

77

-_?brts. ‘They were also sceptical about the ability of

Indian capital replacing the gap caused by the prevention of
British companies trading on the coast-the estimated cost of
Rs.12 crores needed for bringing in an additional hundred

Indian owned ships would not, according them, be

forthcoming.78

- ———— ——— — ——— — - - ——— ————— ——————

74. Capital, 19 July 1928, S.N. Haji, Indian Press Opinions
..... . p-43.

- 75. Sir James Simpson (Associated Chambers of Commerce), in
LAD, 13 Sept. 1928, Vol.III, p. 714; Sir Victor Sasson
(Bombay Millowners Association) in LAD,20 Sept. 1928,
Vol. 1III, pp. 1128-29 and Capital, 21 June 1928, S.N.
Haji, Indian Press...... ., p. 41. A

76. The Amrita Bazar Patrika, 15 June 1928; The Calcutta
Commercial Gazette, 2 July 1928, S.N. Haji, Indian Press
ceee-., P. 29 and Capital, 14 June 1928, in S.N. Haji,
Indian Press....., p. 36.

77. George Rainy in LAD, 22 Mar. 1928, Vol.II, p. 1899 and
Capital, 14 June 1928, S.N. Haji, Indian Press......,
pp. 36-37.

78. James Simpson in LAD, 13 Sept. 1928, Vol. III, pp. 715-
16.
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British dominated commercial institutions 1like the

79

Bengal Chamber of Commerce and pro-British newspapers

like The Statesman®® did their bit for the British cause by

giving intense publicity to their arguments. For people like
Inchcape and the person writing under the name of "The

Ditcher" in The Capital it was a foregone conclusion that

this 'mischievous' Bill would not be allowed to be put into

the Statute Book.81

The Indians éountered every British claim with a
reésoning of their own. As regards thelallegation that there
\would be a breach 1in The Cohvention and statute on
International Regime of Maritime- Ports, they pointed out
that the Convention did not make an ekception in the case of
the | two principles of reciprocity and reservation.82?
Moreover, it waé not expropriation because coastal trade

merely precluded non-national ships trading on the coast and

did not confiscate them. Coastal Reservation was a domestic

79. Appendix II to Notes, Opinions on the Bill, 2 Sept.
1928, Comm. Dept./GOI, f1. 387-S(5), pt-A, NAI.

80. Haji in LAD, 13 Sept. 1928, Vol.III, pp. 708-9.

81. WH's interview with G.L. Corbett, 6 Feb. 1929, WH
Papers, fl. 589, pt.l1, NMML; Capital, 2 Aug. 1928, S.N.
Haji, Indian Press..... , p. 54 and Haji, in LAD, 13

Sept. 1928, Vol-III, p. 700.

82. G. Rainy in LAD, 22 Mar. 1928, Vol.II, p. 1899; Note of
the I.M.C., Bombay, no date, Comm. Dept., GOI, fl. 387-
S(5), pt. A, NAI and Capital, 21 June 1928, S.N. Haji,
Indian Press ......., pp. 40-41.
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preserve. further, the object was to be achieved by degrees
and not immediately at one go. 1In addition, flag
discrimination, by tenets of International Law, = was
mentioned only in connection with foreign trade and,
ﬁherefore, coastal reservation did not fall under its
purview.83 What the Indians would not tolerate was the
British objection to relinquishing to the Indians Rs; ten .
crores of the earnings from coastal trade, when practically
the whole of the overseas trade amounting to rupees fifty
cores of earnings was in their hands. The Bill did not
~introduce a principle new to British law for, thé British
Merchant Shipping Act (1894) expressly laid down conditions
under which not only the U.K. but ‘even the dependencies
within the British Empire might reserve their coasting trade
to their own nationals. The Australians had practically
reserved the same to her nationals.8% Therefore, it was not

the introduction of a new principle. The argument that the

83. Note of the 1.M.C., Bombay, no date, Comm. Dept., GOI,
f1. 387-5(5), pt. A., NAI; S.N. Haji in LAD, 13 Sept.
1928, WVol. III, pp. 701-04 and 706; The Basumati, 17
July 1928, S.N. Haji, Indian Press...... . PP. 12-13;
Capital, 2 Aug. 1928, S.N. Haji, Indian Press..., Pp.
50, The Hindu, Madras , 6 Aug. 1928 and The Indian
Daily Mail, Bombay ,in S.N. Haji, Indian Press....., p.
94.

84. Note of the I.M.C., Bombay, no date, Comm. Dept., GOI,
fl. 387-S(5), pt. A, NAI; R.K. Shanmukhan Chetty in LAD
20 Sept. 1928, wvol. III, p.1125 and Amrita Bazar
Patrika, 15 June 1928 and 18 July 1928. -
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coasting rates of Chile went ﬁp higher by 50% was challenged
on the ground that it was not correct, for neither wés any
Chilean authority cited in support of the statement that
Chilean trade suffered greatly since the reservation policy
wés inaugurated, nor was the Government of Chile preparing

to withdraw the measure.

Moreover,v it was said to be a fallacy to presume that
freights would automatically rise through the formation of a
t shipping ring or monopoly. It was shown that even without
the Bill coming’into force, the B.I. Co. had succeeded in
forming a monopoly. Not only'this, it also charged very high
rates of freigﬁt, thereby making a profit of 22% per annum
from 1901 to 1925. According to G.D. Birla, they charged
nearly four times the rate for coastal traffic than that of
the overseas trade to the U.K. Inspite of this,they posed
to be the "protector of the consumers interests'. Moreover,
India paid Rs 70% lakhs more annually in freights than she

would have in normal conditions.85

Possibly in a move to break completely the monopolistic
hold of a single combine, Haji simultaneously made a move

to introduce the ‘Abolition of Deferred Rebates Bill' in the

85. G D Birla in LAD, 13 Sept. 1928, Vol. III, pp. 726-27;
R.K. Shanmukhan Chetty in LAD, 20 Sept. 1928, Vol. III,
$1129-30 and Note of the IMC, Bombay, no date, Comm,
Dept., GOI, fl. 387-S(5), pt. A, NAI.
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Legislative Assembly on 9 February 1928.8% It was reiterated
that‘ the trade was by no means seasonal and the number of
steamers engaged.in the trade 'in the slack season was about
the»same as in the busy season. Therefore ,they were not laid
up but, carried lesser cargo than usual. In addition there
was 'nothing that would prevent the idle steamers from
= ; entéring'the overseas trade.8” As far as the issue of
development of a mercantile marine being dependent upon the
existence of a Navy was concerned, it was declaredlthat the
development of naval defence was, not a condition precendent
to, but arising from " the development of a national

mercantile marine - moreover, both were equally essential

for economic growth.88

It appeérs'that Indian nationalist public opinion was
firmly entrenched in the Bill's favour. A list of twenty
Indian Associations expressing their support for the Bill
was laid on the floor of the House. Aﬁong them. were the

Marwari Chamber of Commerce, the Southern Indian Chamber of

86. S.N. Haji, in LAD, 9 Feb. 1928, Vol. I, p. 263 and The

Secretary, Marwadi Chamber of Commerce to The
Government of Bombay, Comm. Dept., GOI, fl. 20~
M.I.(3)/31, pt.B, NAI.

87. The Basumati, 17 July 1928, S.N. Haji, Indian
Press...., p. 14 and Capital, 21 June 1928, S.N. Haji,
Indian Press......, p. 41.

88. Statement by V.J. Patel, 14 July 1927, WH Papers, fl.
611, pt.II, NMML and Capital, 2 Aug. 1928, S.N. Haji,
Indian Press......, pp. 50-51. ,
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Commerce, the Indian Merchants' Chamber and the Ahmedabad
Millowners' Association.®? Nationalist newspapers like the

Amrita Bazar Patrika, The Bombay Chronicle and the Basumati

¢ontinuously supported the Bill as opposed to the European

Press represented by the Capital and the Statesman.?9

Throughout the debate on the Bill during the motion to
refer it to the Select Committee, as also for the purpose of
circulating it for securing opinions, Indian ~nationalist

leaders and businessmen were very vocal in their support for

the Bill. Gandhiji, in an article in Young India, linked the
ruin of the Village cotton industry with of the decline of
national shipping as the fise of Lancashire neqessitated the
destruction of Indian shipping so that cheap Indian cotton
good could not travel on Indian vessels. Gandhiji recognised
the necessity of the bills for reservation of coastal
traffic and abolition of deferred rebates, even stating that
he was an "out and out protectionist".91 G.D Birla scoffed
at the British dig regarding “shyness of Indian capital". He
stated that when the Government of India could obtain

20-40 crores of Rupees from the country every year, it would

not be difficult to get Rs.12 crores to build an Indian

89. S.N. Haji in LAD, 13 Sept. 1928, Vol.III, p. 707.
90. Ibid., pp. 708-09.

91. Young India, 2Aug. 1928 s&G.D. Khanolkar, op.cit.,
p.222.
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fleet in‘ place of the displaced ones.??2 Lala Lajpat Rai
taunted the British capitalists who, having "grown fat on
Indian »richés, Indian trade and the exploitation of 1India"
were now complaining that the Bill was disériminatory. He
thought that it was strange that it were the Indian
capitalists who were to be deprived of their chance to

grow.?3

The Bill was referred to a §elect &ommittee, on 20
September 1928,94 meaning that the principle of reservation
was accepted.95 The tussle was not yet over-the. worst was

yet to come.

Although the principle of reservation was an anathema
to the Government, it could not in an atmosphere of rising

national consciousness,96 afford to alienate the Indians

92. G.D. Birla in LAD, 13 Sept. 1928, Vol.I11I, pp.715-16
and 726-27.

93. LAD, 20 Sept. 1928, Vol.III, p. 1145.
94. Ibid., p.1157.

95. Note of the Scindia Co., no date,  WH Papers,bfl.611,
pt.II, NMML.

96. FICCI circular in response to a circular, dated 27 July
1928 of the Associated Chambers of Commerce of India
and Ceylon, no date,MAM Papers, fl.69, NMML.

Purhottamdas Thakurdas, President of FICCI speaking at
the Annual General Meeting of the Federation at
Calcutta, 1928 said "Indian commerce and industry are
intimately associated with, and are, indeed an integral

Contd/---
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further. Simultaneously, British interests could not be
hurt. Hence it was time for a diplomatic move-the Viceroy, in
1928, called a conference of British and Indian ship owners
to solve the shipping problem.97 The outcome of this

conference will be discussed in the next chapter- .

Upto the year 1928, intense petitioning and legislative
efforts on the part ofbthe.Indians was witnessed in order to
wheedle conceesions out of a lackadaisical Government and a
hostile group of British vested interests which proved to be
a major stumbling block in this direction. At this time the
U.S. Government by its Merchant Marine Acts of 1920 and 1928
provided State aid in the form of construction loans out of
its revenues to its citizens for constructing vessels and

for the maintenance or establishment of ocean services (the

part of the national movement, growing with its growth
and strengthening with its strength ..... Much
misunderstanding is due to this important fact not
being sufficiently recognised. The ideal of the
national movement in the political sphere, namely to
make the Indian nation united, prosperous and
progressive, 1is also the ideal of Indian commerce and
industry in the economic sphere . M.

97. Note of the Scindia Co., no date, WH Papers, fl.611,
pt.II, NMML and K.V. Harlharan (ed. ) So I Rest on My
oars - A Collection of Writings and Speeches of M.A.
Master, p.291.
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figures were $125,000,000 for 1920 and $ 250,000,000 for

1928) .98

India, however was not so lucky, but lived in the hope

that concessions could be "wrenched' out of the wunwilling

colonial state.

——— T > > ———— T — —— - —— " T ——_——————_—— V> —— —— -

98. A. Lane Cricher, Ocean Routes in U.S. Foreign Trade
(Trade Promotion Series, No. 96, Washington), pp.1-2
Comm. Dept., GOI, £f1.34-M.I.(3)/30, pt.B, NAI.
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CHAPTER - 11

The Scindia’s and the Growth of Indian
Shipping-II : 1929-1938



CHAPTER II
THE SCINDIAS~ AND THE GROWTH OF INDIAN SHIPPING - II
(1929~-38)

This period witnessed a spillover of the problems in
the .earlier period. The issue of coéstal reservation was
hotiy debated with both sides ranged squarely against each
other.  In 1929 and 1930, the FICCI passed a resolution in
support of the leicy underlying'the_ Coastal Reservation
Bi_ll.1 Citing the fact that out of twenty nine Maritime
countries of the world, fourteen had reserved their coastal
trade- in favour of nationals éf the country, the FICCI
~asserted that India would have.madé as marvellous a progress
as Japan, but for the monopolies and the ‘!'favoured nation
treatment' that the British vested interests had received

2 Quite an opposite stand was

from the Government of India.
taken by the Associated Chambers of Commerce of India and
Ceylon (The Apex European commercial organisation) who, in
a circular to the Government, claimed that the Bill for
_Coastai Reservation amounted to wholesale " expropriation of
established interests and would do nothing but alienate the
sympathies of India's well wishers® and would "cause

1. FICCI Resolution on Shipping, 28 Dec. 1928, Comm. Dept.,
GOI, f1.499 - M.I./29, pt.B, NAI and FICCI Resolution,

14, 15 and 16 Feb. 1930, MAM Papers, fl. 69, NMML.

2. FICCI Resolution on Shipping, 28 Dec. 1928, Comm.
Dept., GOI, fl. 499 - M.I./29, pt.B, NAI.
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irreparable" harm to the country.3 At about the saﬁe time,
G.D.Birla responded to this letter by enquiring as to how
the economnic structure of - England would have been
"imperilled by the reservation of Indian coasting trade to
Indian -owned and Indian-controlled ships and whether the
‘balance sheet' of the two British shipping lines was the
foundation on which the the economic structure of England
was raised"?. Moréover, he could not perceiQé as to how it
would be in the iﬁterests of India that she should have no
shipping industry,and no Indian Mercantile Marine and the
only means. by which they éould be brought into being and

developed should be denied to her.?>

But the Government was not willing to 1listen to

reason®. Therefore, the Coastal Reservation Bill introduced

" by S.N.Haji plodded its way from session to session being

recirculated to elicit further public opinion by 30 April

3. The Times of India, 29 July 1930 and Letter from the
Associated Chambers of Commerce of India and Ceylon to
all Members of Parliament, Chambers of Commerce in the
U.K. and Others, 27 July 1929, MAM Papers, fl.44, NMML.

4. Statement of G.D. Birla, 27 July 1929, WH Papers, fl.
611, pt.II, NMML.

5. Ibid.

6. M.A. Master to N. Morarjee, 13 June 1931 and M.A.
' Master to E.C. Mieville, Private Secretary to the
Viceroy, 4 Aug.1931, WH Papers, fl. 589, pt.1, NMML.
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1930,7 and ultimately lapsed upon Haji's resignatione. The

colonial Government had succeeded, for the time being, in

-

protecting the British Shipping interests.

However, the Indian zeal did not flag in the face of
| such impediments. Notice of bills identiqalrto_Haji's ( as
tamended by the Select Committee)-wgre given to'the Speaker'
for the purpose of introduction in the Legislative Assembly.
- Mr.B.V.Jadhav gave notice of this motion in 1930 and the
Viceroy ~and the Seéretary of State for India, together;
agreed that the motion should be opposed.9 The Bill was
intrdduced in 1932 but lapsed in 1933 because it could not

10

be moved on two previous occasions. Colonialism had

exerted its 'muscle power"successfully !,

7. LAD, 23 Jan. 1930, Vol. 1,p.263.

8. Note of Comm. Dept., 23 Aug. 1932, Comm.Dept., GOI, fl.
20- M.I.(6)/31, pt.B, NAI; The Hindusthan Standard, ?1
July 1945, WH Papers, f1.90, pt.2, NMML and ‘The Scindia

Co.{ Walchand ..., Vol. 1942, WH Papers, fl. 75(a)
NMML. ‘
9. Note of Comm. Dept., 23 Aug. 1932 and Telegram from

Secretary of State for India to the Viceroy, 6 Sept.
1932, Comm.Dept., GOI, fl. 20 - M.I.(6)/31, pt.B, NAI;
Summary by Dept. of Commerce, 15 Nov. 1930, Comm.Dept.,
GoI, f1.20-M.I. (9)/31, pt.B and LAD, 18 March 1932,
Vol.II, p.936.

10. Dept. of Commerce Notes, 11 Sept. 1933, Comm.Dept., GOI
fl. 20-MI.(6)/31, pt.B, NAI.
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An important corollary to coastal reservation in the
development of Indian shipping was the meve to abolish the
'deferred rebate' system. The deferred rebate system
operated when companies issued a notice or circular to
shippers informing them that if af the end of a certain
period, usually four to six months, they had not shipped
goods by any vessels other than those dispatched by the
membere of the Conference, ﬁhevaould be credited with a sum
-equivalent to a certain part, usually 10% of the aggregate-
freights paid on their shipments during that period. This
sum would be paid‘over to then, if at the end of a further
period, again usually four to six months, they had continued
to confine their shipments to vessels belonging to the

11 The sum, thus paid was known

members of the Conference.
as the Deferred Rebate. This system, operating in the
coasting trade in India and elsewhere was harmful, especially,
in the. . Indian context as it prevented the entry of new lines
intq the coasting trade in order to facilitate the growth of
a National Mercantile Marine and fight powerful combinations

already in existence.12

Ably supported by Indian Commercial Associations 1like

the FICCI and the Indian Merchants' Chamber, (hereafter

11. S.N. Haji in LAD, 20 Feb. 1929, Vol. I, pp. 991-92.

12. Ibid.) pp.988-89.
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I.M.C.), Bombay, who'continually voiced.their opposition to
the practiée of Deferred Rebates,13 S.N.Haji sought to build
up his case for the abolition of deferred rebates.. In the
debate 1in the Legislative Assembly reéarding the Bill for
the Abolition of Deferred Rebates; Haji pointed out that the
actual position was contrary to the claims of the shippers
of the Conference lines offering such rebates. The latter
S£ated " that the system offered regulaf sailings, provided
high-class steamers and the shippers enjoyed the advantages
of uniform and stable rates.l? Haji showed that regular -
.sailings,were very much in operation before the'inauguratioh
of the conference system. Moreover, a clear examination
revealed that regular sailings in the trade  was not the
result of the ‘goodwill' of the shipowners towards the
shipper, but usually the result of the payment of the mail
subsidy, one of the conditions of which was that the
sailings must be regular.15 As far as availability of high

class steamers were concerned, Haji pointed out that this

—— s — . — ——— G e —— - D ———— - — —— o -

13. Secretary, Indian Merchants Chambers, Bombay to the
Dept. of Commerce 7 Aug 1934, Comm. Dept. GOI, fl. 15
M.I. (5)/54, NAI; Secretary Indian Merchants Chamber
Bombay to the Dept. of Commerce, 29 Oct. 1927, gCcomm,
Dept. GOI, fl. 20. M.I.(2)/29, pt.B, NAI; Proceedings
of the Second Annual Meeting of FICCI, 28 and 29 Dec.
1928, Comm.Dept. ,GOI, fl. 499 - M.I./29, pt.B, NAI and
FICCI Resolution, 14,15 and 16 Feb. 1930, MAM Papers,
f1.69, NMML.

14. LAD, 20 Feb. 1929, Vol. I, pp.996-98.

15. Ibid.
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occurred due to scientific achievement.1® Further, as far as
uniformity and stability of rates were concernéd, he showed
how the Bombay trade, where there was no Conference or
Deferred Rebate System,exhibited more stable rates than the
Calcutta trade where there existed a rebate system since
1919. For instance, on 15 December 1920, the Bombay rate
was 43s.9d and the Calcutta was 115s. On 3 January 1921,it
was the same (315.3d)‘for Bombay and 70s for Calcutta- the
fall . in rates in Calcuﬁta was not low enough to match the

expected rates, if there had been normal competition.17

Indian M.L.A.'s, in additioﬂ, supported the Bill for
the Abolition of Deferred Rebates as it removed av major
danger of the Bill fof Coastal Reservation, namely, the
perpetuation of an Indian monopoly. The abolition of
deferred rebates would have led to the 'healthy development
of 1indigenous coastal trade, a fact with which Haji was

wholly in AQieement.ls‘

‘The Government, as usual, turned a deaf ear to such
aréuments. On the contrary, it argued that the. deferred
rebate system was used against the Indian companies not
because they were Indian but 'because they ‘were breaking

17. S.N. Haji in LAD, 20 Feb. 1929, Vol. I, pp.998-99.

18. 1Ibid., pp. 1002-03 and 1021 and Bombay Chronicle, 14
Jan. 1930. _
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into a trade which had been built up by British companies

during the last fifty five years' and that the Bill, |if
119

passed, would perpetuate the 'worst-kind of monopoly
meaning in this case an Indian Monopoly. It appears that the
existence» of a 'British' monopoly was not an anathema to
these 'so-called' protectors of Indian interests.
Therefore, no action was to be takep regarding ' the
abbmination "of deferred rebates, althqugh -the Government,
perforce, had to admit that the syétem had been criticised
by eminent jurists as "immoral in ethics and unfair in
edonémics".zof Such an admission, and their subSeduent
inaction 1in this regard,reveals the debilitating nature of
colonialism.

The Scindia Company officials continued to air their
grievances through constant correspondence and meetings with
the Commerce Member and the Viceroy. As has been mentioned
previously, they were able to garner the support of eminent
nationalists like Motilal Nehru, Lala Lajpat Rai and, even,
.Gahdhiji. The latter, in an article, titled, The Giant and

the Dwarf, in Young India, dated 20 May 1931, criticised the

destruction of Indian industries by the Britishers. In this
connection, he mentioned the unfair competition by British

19. Sir James Simpson in LAD, 20 Feb. 1929, Vol. I, pp.1000
and 1001-2.

20. George Rainy in LAD, 17 Sept. 1931, Vol. V, p.578.
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Shipping interests against Indian Shipping.21

The formation
of the Indian National Steamship Owners Association (INSOA)
in 1930%2 provided an excellent medium to register their

protests against the existing status quo.

However, the winds of change were apparent to those who
cared to admit it. Lord Irwin, the 'liberal' Viceroy, was
known to be 'sympathetic' to the Indian cause and, hence, he
had called for a Conference of British and Indian Shipping
interests in 192823 to solve the problem ;of coastal
reServatiqn. But, sympathylwés not tantamount to action.
The outcome of the Conference was a forgone conclusion.
Although Lord IrWin, who présided over the Conference in
1930, sﬁated that "what is desired is to find, if possible,
some measure which would effect an increase, a definite
increase, 1in the number of Indian Ships and a revision of
the conditions of their economic employn‘\ent'!;24 the British
Shipowners were not expected to concur with him. Sir'George
Rainy, the Commerce Member, had, in September 1929,
anticipated that the new doctrine of negotiations might
21. G.D. Khanolkar, op.cit., pp. 222-3. |
22. Ibid., p. 242. |
23. Scindia Co., Note, no date, WH Papers, fl. 611, pt.2,

NMML and-K.V. Hariharan (ed.), So I ....of M.A. Master,

Vol. I, 291.

24. Quoted by Zafrullah Khan in LAD, 5 Feb. 1936, Vol. I,
pp.186-187; The Scindia Co, in Walchand Diamond Jubilee

Commemoration Vol. 1942, WH Papers, fl. 75(a), NMML and
Amrita Bazar Patrika, 31 Dec. 1940.
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fail.?® 1In any case, it did not require great clairvoyance
to predict the'outcome of the Conference as the British
officials and British vested interests worked hand in gldve
in order to achieve their ends. George Rainy, in a note to
Lord Irwin written on 24 June 1929 had sought to dissuade
the latter from bothering about reservation, "by observing
that "the forthcoming separation of Burma ( with which "and
othér_pfovinces 54% of the interpbstal cargoztrade of 1India
was carried) would reduce the coastél trade of 1India very

substantially... the remainder Qould be hardly worth
reSerQing as a means of creating a Mercantile Marine" .26
The. British interests were not willing. to cooperate and
bluntly stated that they had no authority from their Home

Boards to go into such matters.Z2?

Upon the failure of the Conference, a communique issued
by the Government, on 6 January 1930, read as follows: "The
Government of 1India will take into consideration, at an

25. Scindia cCo. Note, no date, WH Papers, fl. 611, pt.II,
NMML and G.Rainy in LAD, 23 Sept. 1929, Vol. IV,
pp.1206-07.

26. A.Raisman's Note, 2 June 1932, Comm. Dept., GOI, fl. 20-
M.I.(3)/32, pt.B, NAI.

27. 'The - Scindia Co'., Walchand - Diamond Jubilee
Commemoration Volume, 1942, WH Papers, fl. 75(a), NMML;
WH to George Rainy, 20 April 1941, WH Papers, £f1.589
pt.I, NMML; M.A. Master to Narottam Morarjee, 15 June
1931 WH Papers. f1.589,pt.I. NMML and Extract from The
Shipping World) 15 Jan. 1930, MAM Papers, fl.44, NMML.
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early date, the issues raised in the discussion which took
place at the conference on the development of an Indian
Mercantile Marine, as soon as it has been possible fully to
consider these issues. The responsibility will rest with
the Government of India of deciding what action should now
be taken and whether any useful purpose would be served by
inviting the intérests concerned to neet again".28 Neither

did the Government seem to have any intention of taking any
actioﬁ on the lines mentioned in the communique, nor were
they willing to aid Indian Shipping Companies_ by granting

subsidies and bounties.2? After the conference, the

Govérnmenﬁ was badgeréd. in the Legislative Assembly3° and
by the Indian National Steamship Owners Association,31 to -
make some move regarding the development of the 1Indian
Mercantile Marine, but it shied away from taking any action.

28. Quoted 1in The Scindia Co., Walchand Diamond Jubilee
Commemoration Volume, 1942, WH Papers, fl. 611, pt.II,
NMML; The Shipping World, 15 Jan. 1930, MAM Papers, fl.
44, NMML; MAM to Narottam Morarjee, 15 June 1931, WH
Papers, fl. 589, pt.I, NMML and M.A. Master to A.C.
Dutta (MLA), 7 Mar. 1961, WH Papers, fl.611, pt.I,
NMML. : ) .

29. WH to George Rainy, 20 Apr. 1931, WH Papers, £1.589,
pt.I, NMML.

30. B. Shahani in LAD, 29 Jan. 1931, Vol. 1I,pp.401-02;
B.Das in LAD, 29 Mar 1932, Vol. II, pp.2586=-87 and K.C.
Neogy in LAD, 11 Sept. 1933, Vol. V, p. 2453.

31. The Indian National Steamship Owners Association to the

Secretary, Dept. of Commerce, 11 Nov. 1930, Comm.
Dept., GOI, fl. 20-MI(2)/31, pt.B, NAI.
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in this regard by using such glib phrases like "the matter
is under consideration" or that 'the wuncertain political
situation"32 was not conducive towards the -development of
the Indian Mercantile Marine. Such excuses sufficed till
the 6nset of the Second World War as 'reasonable'  excuses

for inaction!.

The Tripartife Agreement of 1923, as we  saw earlier,
ran into rough weathér becauselthe British side continued to
contravene thé clauses and the Indian side while protestihg
against this, were unable to resist this tendency on the
part of the former. Before the renewal of the Agreement, in
1933, numerous meetings were held between representatives of
both sides, often accompanied by a representative of the
Government. Lord Inchcape persistently maintained that his
side was honest and that the Scindia's had not adhered to
the éerms of the Agreement, by giving private rebates fron
Karachi to Tuticorin.33 The.SCindia'S alleged that the
Agreement was not working as it should have, since 1927 ,
because,"... not only did the | B.I.Company favour

32. B. Shahani 1in LAD, 29 Jan. 1931, Vol.I, pp. 401-02;
B.Das in LAD, 29 Mar 1932, Vol. II, pp.2586-87; K.C.
Neogy in LAD, 11 Sept. 1933, Vol. V, p.2453 and MA
Master to A.C. Dutta, 7 March 1941, WH Papers, fl. 611,

- pt.I, NMML.

33. Minutes of interview between Walchand Hifachand, George

Rainy and Inchcape in London, 8 July 1931, WH Papers,
fl1. 589 pt.I, NMML.
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unjustifiably low rates of freight.;. but they give previous
indications of low rates to the shippers, who naturally make
the best out of a demoralised atmosphere... it is impossible
for the Scindia Company,unlike the B.I., to make up their
losses on Indian coéstal trade by plying their ships on more
paying routes, such as the Java, Africa and Persian Gulf

trades wherein, much more, remunerative rates are usually

maintained under'the_prevailing monopolistic conditions".34

The Scindia's were hampered by their inability, as per
thé terms of the Tripartite Agreement, to enter into the
overseas tradés ~or fix rates of freight jointly with the
B.i.Co.35 The Scindia's alleged that methods such as secret
rate wars and dumping of tonnage were emplofed to fight and

cripple their Company. Smaller Indian companies were

36

destroyed by open rate wars. The Scindia's were running

at losses due to low basic rates of freight. 1In 1930, the

34. Quoted 1in a Note of Scindia Co., 17 June 1929, MAM
Papers/fl.46, NMML; M.A. Master to Bhore, 7 Dec. 1932,
MAM Papers, fl. 77, NMML and Minutes of Interview
‘between Capt. Wedgewood Benn, Secretary of State for
India with M.A. Master, India Office, 1 Aug. 1929, WH
Papers, f£f1.589, pt.I, NMML.

35. Note of Scindia Co., 17 June 1929, MAM Papers, fl.46.
NMML.

36. Nalini R. Sarkar, President, Bengal Chamber of Commerce
to the Editor, Fairplay, 10 Nov. 1932, MAM Papers
f1.75, NMML and Memo of meeting between Directors of
the Scindia Co. and Representatives of the B.I.Co. and
Asiatic Company in London, 5 Sept. 1928. WH Papers, fl.
589, pt.I, NMML. _
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Compan? suffered a. loss of Rs.5.72 lakhs, which included a
provision of Rs.4 lakhs for depreciation; The Shipping
conference, at the beginning of the year, had been persuaded
to make a small increase in the basic rate ( from Rs.11l to
Rs.12 per ton) for freight between Rangoon and Bombay but
shortly after this was brought into operation, the non-
Indian companies reverted to the old rates  with
retrospective effect.3’ Along with this, the invidious
system of deférred rebates was very much in operation.38
‘The Government officials and the British  Shipping
representatives accused the Scindia's of demanding high
rates of freight which would not be. in the interests of the
consumers32, -Thé Scindia's denied this and stated that they
were' ready to fix even 1low rates of freight if the
conditions of the freight market and other circumstances
justified it; they were asking not for a high rate but an

equitable and economic rate. 40

The Scindia's, also, demanded an increase 1in the

—— — - — - — - ——— ——— ————_ — v ———————————

37. The Statesman, 19 Sept. 1930; The Bombay Chronicle, 14
Jan. 1930 and The Leader, Allahabad,19 July 1929.

38. The Bombay Chronicle, 14 Jan. 1930.

39. Minutes of Interview between Capt. W. Benn and M.A.
Master, London, 1 Aug.1929, WH Papers, fl. 589, pt. I,
and MAM Papers, fl. 49, NMML and The Statesman, 19
Sept. 1930. and MAM Papers, fl1.49, NMML.

40. Ibid.
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tonnage of the Company as this was absolutely necessary for
any progress 1in the road towards the development of an
Indian Mercantile Marine. Since the Government héd rejected
two out of the three options open in order to achieve this;
nameiy Haji's Bill for Coastal Reservation and subsidies and
bounties offered by the Government, the only available
option was an Agreement with the B._I.Co.41 Yet, the B.I.Co.
perceived this demand as a move to drive them out of the

trades.42

To this allegation came the counter query by the
Scindia's as to how their Company, with its limited
_resources, could knock them out of trades which had béen
established only recently.43 But the British Companies
suggested , even in l932,>that the restrictions on the

Scindia Co. should be allowed to continue.%4%

The B.I. and the Asiatic Companies, as a corollary to
the Tripartite Agreement, proposed, late in 1928,to bring,
subject to certain conditions, the Scindia Company into a
pool with them by including the earnings and tonnage of the
41. WH's Note,14 July 1931, WH Papers, f1.589, pt.I, NMML.
42. Note of meeting between the Directors of the Scindia

Co. and representatives of the B.I. and Asiatic

Companies, London, 12 Oct. 1928, WH Papers, fl. 589,

pt.I, NMML.
43. Ibid.

44. WH to Joseph Bhore, 27 July 1932, MAM Papers, fl. 77,
NMML. : .
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Scindia Company and of certain of the-‘earnings and
proportionate tonnage of vessels of the B.I. and Asiatic
Companies employed exclusively on the coasts of India, Burma
and Ceylon. One of the conditions of suéh a pool was that
the Scindia Company would agree to.the "Managing Agents in

India of the B.I. Company having the determining voice 1in

- the fixing of rates of freightsf’45 The Scindia's did not

: ?ind what the B.I.Co. had termed; 'a very generous offer' tp
be so. They " felt that it did not improve the ecoﬁomic
position of . the Scindia Co. or offer, it any opportunity of
future expansion. It; on the contrary, imposed new
restrictions and obligations. Moreover, the fact that the

B.I.Co. would have had the determihhgvoice, in fixing the

vates of Aveight, was anm anathema to them. The Diveclovs of .
the Scindia Co., therefore, rejected the "pooling

arrangément".

In circumstances such as these and at a time when the
Government was immune towards any move to develop the Indian

Mercantile Marine, the Tripartite Agreement was renewed, in

47

1933, to operate upto the year 1939. The Government had

45. Quoted in a letter from William Currie (of the B.I.
Co.) to the representatives of the Scindia Co., 12 Oct.
1928, WH Papers, f1.589, pt.I, NMML.

46. Ibid., MA. Master to Inchcape, 27 July 1929, WH Papers,
fl. 589, pt.I, NMML; Note of Scindia Co., 17 June 1929,
MAM Papers, fl. 46, NMML and M.A. Master to N.
Morarjee, 24 May 1929, MAM Papers, fl.50, NMML.

47. Note by Shariff Hassum, President of Association of
Small Steamship Companies, 21 Aug. 1934, MAM Papers,
f1.97, NMML and Note by Comm. Dept. 17 June 1938, Comn.
Dept., GOI,fl. 20-.I. (7)/38, pt. B, NAI,
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to shake off its ﬁsual stupor and bring about this Agreement
as it was recognised that the mood prevailing in the country
could not be ignored. A reference was made to the views of
the majority of non-official Indians being opposite to that
of ‘the Government?® as also to the fear that the
intransigence of Inchcape was likely to endanger the whole
cause of commercial safeguards for British enterprises in
India.%? The Government, therefofe, acted only when it

perceived a danger to its interests.

At the time of the signing. of the Agfeement, - the
Scindia Co. had carried only 15.3% of the éntire tradé in
one of its ﬁeak years (1930-31).50 The hew Agreement
regulated and apportioned the cargo carried by the vessels

of the three companies in the coasting trade of India, Burma

48. Part VI of the Report of 'the Conference on the
operation of Dominion Legislation and Merchant Shipping
Legislation, 1929, Comm. Dept.,GOI, fl. 281-M.I/32,
pt.A and S. Satyamurti in LAD, 5 Feb. 1936, Vol. I,
pp.187-88.

49. A.Raisman's Note, 2 June 1932, Comm. Dept., GOI, fl. 20-
MI(3)/32 pt. B, NAI and Aditya Mukherjee 'Indian
Capitalist Class and Foreign  Capital', Studies in
History, Vol. 1, No.1l, Jan-June 1979, pp. 117-118.

50. M.A. Master to WH, 19 May 1932, WH Papers, fl. 589, pt.
II, NMML. :
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51

and Ceylon according to certain specified percentages and

51. '*Indian Coasting Trade', no date, Economic and Overseas
Department (hereafter L/E), L/E/912, India Office
Library and Records, London, Note on Tripartite
Agreement, 17 June 1938, Comm Dept., GOI, fl. 20-MI
(7)/38, pt.B, NATI and Draft of AGreement, MAM Papers,
f1. 88 and 99, NMML.

According to the Agreement:

1. Share in the Carriage of Cargo by Cargo Vessels
(excluding Coal and Salt)

a. from Burma ports to ports on the coast of India
and Ceylon, in a year not more than 49% (B.I.G.)
11% (Asiatic Co.) and 40% . (Scindia Co.),

b. from Karachi to all India upto and including
Calcutta and to the ports of Burma and Ceylon
during a year to more than 50% (B.I.Co.), 7.5%
(Asiatic Co.) and 42.5% (Scindia Co.b

C. from Bombay to all Western, Southern and Eastern

' coast ports of India upto and including Calcutta
and to the ports of Burma and Ceylon during a year
no more than 46.7% (B.I.Co). 20% (Asiatic Co.)
and 33.3% (Scindia Co.), .

d.  from Calcutta to all Western, Southern and Eastern
ports upto and including Karachi and to the ports
of Ceylon in a year not more than 60% (B.I.Co.),
15% (Asiatic Co.) and 25% (Scindia Co.).

2. Carriage of coal and salt by cargo vessels:
62.5% (B.I.Co.), 25% (Asiatic Co.) and 12.5%
(Scindia Co.) '
3. Gross Tonnage:
a. the B.I. Co. not to exceed 3,60,000 tons
gross.
b. The Asiatic Co. not to exceed 80,000 tons
gross.
C. The Scindia Co. not to exceed 1,00,000 tons
gross

I am grateful to Mr. Aditya Mukherjee (My Supervisor)
for allowing me to make use of references, pertalnlng to the
India: Office Records, London, in his possession.
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allowed the Scindia Co. to increase its total gross tonnagé

52

to 100,000 gross tons. The Company was permitted to carry

passengers on the Rangoon-Coromandel Coast and the Rangoon -

Chittagong runs. >3

The rates of freight for the carriage of
cargo and the scales of passenger fares wefe to be jointly
fixed, in writing, by the parties after mutual consultation
and consent and none of the parties was to quote or charge
rates lesser than the ratés thus fixed{54 In the event of
any dispute, the matter was to be decided by arbitration.55

The Agreement had been an improvement upon the old one but

it fell far below Indian expectations.

The Government was not prepared to improve upon this,
although, the Commerce Members of the Government of India
reportedly stated, in the Legislative Assembly in 1933 and
1936 , that it was "the Government's responsibility to
‘develop the mercantile marine and ensure adequate
participation  of Indians in the coastal and overseas
trade".%% The coastal reservation policy, on thé other
hand, was sought to be postponed-on the ground that the new

52. Ibid. and The Scindia Co., in Walchand Diamond Jubilee
Commemoration Vol., 1942, WH Papers, fl. 75(a), NMML.

53. Ibid.
54. Ibid.
55. 1Ibid.

56. See LAD,11 Sept. 1933, Vol. V, p. 2453 and LAD, 5 Feb.
1936, Vol. 1, pp.187-188.

65



Constitution was in the makiﬁg.s7 Until then, the Government
sat tight, despite the the legality of coastal reservation
having been previously certified'by’the Law officers of ther
Crown. The B.I.Co., in the meanwhile, enjoyed é monopoly in
the carriage of'passengers and mails as per the terms of an

Agreement signed for ten years, on 26 May 1924, between the
B.I.S.N. Co. Limited and the Government of _India.58 By
writiﬁg down the values of its ships to nominal-figures, the
B.I.Co. cited 1low figures in its _ﬁenders and made it
impossible for any Indian company to build new steamers to
meet  thé requirements of the mail contracts and tender 'fér
the conveyance of mails.>? Thus, the Government's claim
that the Scindia Co. was'given an oppoftunity'to offer the

60

lowest possible tender was practically meaningless, given

the circumstances.

A move further aimed at hitting Indian shipping
enterprise was the issue of a Government circular, in 1934,

addressed to all 1local Governments and Administrations

57. S.N. Haji to M.A. Master, 30 Sept. 1932, -MAM Papers,
f1.75, NMML.

58. M.A. Master to Joseph Bhore, 7 Dec. 1932, MAM Papers,
f1. 77, NMML.

59. Ibid.

60. See LAD, 1 Dec. 1933, Vol. VIII, pp. 2452-53; LAD, .5
- Feb. 1936, Vol. I,pp.193-194 and Master to J. Bhofé,
Commerce Member-, 7 Dec. 1932, MAM Papers, fl. 77,
NMML. The contract with the BISN was extended from 1934

to 1937.
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asking them to advise the municipalities and 1local bodies
under them to import the materials required by them in
Empire vessels (meaning 'British Shipping)') in order to

assist and support Empire Shipping.61

In order to protect the Indian shipping Companies from
ruinous rate -wars waged by British Shipping Companies and
to secure a modest return on the capital invested by the
reqgular shipping lines serving the coastal trade, Walchand,
supported by the I.M.é., Bombay, proposed :a system of
licensing of tonnage operating on the coast by which at
least 50% of the tonnage would be reserved for ships under
‘national . ownership', control and management, as the share
of Indian shipping at that time was only about 20% of the
entire cargo carried in the coastal trade of 1India, Burma
and Ceylon.62 The Government, however, ‘'held that the

proposal could be accepted only if based on the existing

63

quota for, 1in their wview, an increase in the quota

allotted to the Scindia's would involve ‘'expropriation of

61. Zafrullah Khan, Commerce Member, GOI in LAD, 4 Dec.
1936, Vol. I, pp.26-28.

62. WH to Zafrullah Khan, 10 Dec. 1935, Comm. Dept., GOI,
fl. M.I.(9)/36, pt.B, NAI and Indian Merchants Chamber
to The Secretary to the Government of Bombay, Political
and Reform Department, 6 Jan. 1937, WH Papers, fl.29,
NMML.

63. WH to Linlithgow, 31 July 1936, WH Papers, f1.595,
pt.2, NMML.
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64 Nevertheless, Walchand pointed out

British interests’.
that the B.I. Company would have had to give up only a part
of‘their near monopolistic share in the coastal trade under
the proposed scheme. %2 But, the Government did not find the
proposal acceptable and, also, took refuge behind the
clauses of the Government of India Act of 1935, which

66

forbade "discfiminatory legislation". The Scindia's had

come up against the massive brick wail that was coionialism!

The Governmeht of India Act of 1935 proved to be an
aaequate Ainstrument in impeding the‘development» of Indian
shipping. Sections 113 to 116  provided commercial
Asafeguards to make any move to .“discriminate" against
British shipping, by protecting Indian Shipping a virtual

dead—letter.67

64. Commerce Department Note, 8 Jan. 1936, Comm. Dept.,
GOI, f1.20-M.I.(9), pt.B, N4 T T

65. WH to Linlithgow, 31 July 1936, WH Papers, fl. 595,
pt. II, NMML. -

66. Commerce Dept. Note, 8 Jan. 1936, Comm.Dept.,GOI, f1.20
M.I (9)/36, pt.B, NAI.

67. Letter from the Indian Chamber of Commerce, Calcutta to
the Secretary, National Planning Commission, 3 June
1939, WH Papers fl. 41, pt.II, NMML; The Scindia Steam
Navigation Company in Walchand Diamond Jubilee
Commemoration Vol. 1942, WH Papers, fl. 75(a), NMML,
Bombay Chronicle, 4 Feb. 1938 and Extract from Council
of State Debates, 7 Mar. 1935 Vol. I, Comm.Dept., GOI,
fl. 283-M.I/35, pt.A,NA\." o
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The principle of reciprocity incorpofated in the .1935
Act (meaning that British interests would not be subject to
any disability to which Indian interests were.not subject to
in the U.K.) proved to be a mere faéade because the said
principle could not be appliéd to interests which were
unequal - for there were hardly any Indian Concerns
operating in the U.K., which could be compared in size and
magnitude. to Britisﬁ concerns, threatening vindigenous
enterprisé in the export and import trade, shipping; banking
and insurance and tea and jute. Moreover, the British
Government,“even after a hundred years of industrialization,
gave 'preferential treatment to British capital in Kkey
industries and put restrictions on foreign capital in order

to protect national interests.®8

In this case, these sections of the Act were used to
make it impossible to reserve the coastal trade for Indian
vessels. or to subsidise Indian shipping. The Scindia
Company's representatives met Gandhiji in order tb ascertain
vhis views on tﬁe ,'discrimination' clauses of the Act and
found him to be highly critical of the ‘"policy of
accenuating the 1inequality between unequals" and stating
that" if the word 'discrimination' was to be used, it should

—— e S - ——— ————— ———— - —— - ————————

68. Aditya Mukherjee, Indian Capitalist Class and Foreign
Capital, Studies in History (S.I.H), Vol. I. No.1,
Jan.-June 1979, pp.117-118. .
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be against foreign interests, whenever Indian interests

needed it".%9

Therefore, as faf as the issue of coastal trade was
concerned, the Bill for the "Control of Coastal Traffic of
India", introdﬁced by Sir A.H.Ghaznavi in the Legislative
Assembly on 17 April 1936’9 was in keeping with the
'diécriminatory clauses' of the Government of India Act of
1935 (as it could not make provisions for the 'reservation'
of ﬁhe coastal traffic in favour of Indians, unlike Haji's
Bill qf:11928 which had aimed, ultimately, at complete
reservation of coastal traffic for Indian vessels).
Simultaneously, a similar bill was introduced in the Council
of State by P.N. Sapru.71 The Government's reaction was
predictable. The fears of British interests , having been
‘successful in inserting the ‘commercial discrimination
clauses', were nét in any way dimmed as far as Indian
efforts to build up their own mercantile marine was
concerned. The Bill itself was a modest measure, for it

69. WH to The Scindia Co. 24 Mar. 1938, WH Papers, fl. 602,
pt.1l, NMML and Extract from Council of State Debates, 7
Mar. 1935, Vol. I, Comm. Dept., GOI, f1.283-MI(35), NAI
Criticism of the clauses was widespread. P.N. Sapru
asked in the Council of State as to how there could be
reciprocity as envisaged by the Act when British hands
controlled 98% of coastal trade.

70. Bombay Chronicle, 4 Dec. 1938.

71. LAD, 17 Apr. 1936, Vol. II, p.4165.

70



could not 'reserve' the coasting trade of India for 1Indian
vessels - it only recommended a penalty to be imposed in the
event of unfair competitive practices being followed in the

coastal traffic of India.’?

Indian shipping companies and merchant chambers were
unanimous in their support for the principle underlying the
Bill as. it was étated, in the Objects and Reasons for
introducing the Bill, that it was necessary for the

encouragement of the development of an Indian Mercantile

73

Marine. Simultaneously, the Indians had "reservationé'
about the effectiveness of the provisions. cited in the Bill
in developing the Indiaﬁ Mercantile Marine as long as ‘the
énti-protectionist clauses of the Government of India Act,

74 The Government of India waé

1935 remained in operations
criticised for following an 'open door policy' as far as the
shipping trade was concerned and suggestions came in from

Indian quarters (Shipping concerns and commercial bodies)

—— . ———— i —————————— — - - ——— ——

72. "Extract relating to the Bill .for the Control of

Coastal Traffic', Comm.Dept., GOI, fl. 20-MI(2)-36,
pt.A, NAI. :

73. A Bill to Control the Coastal Traffic of India, 1936,
Comm. Dept. GOI, 20-M.I. (2)/36, pt.A, NAI and Bombay
Chronicle, 4 Feb. 1938. :

74. 1Ibid; The Secretary Indian Merchants Chamber to the
Secretary to the Government of Bombay, Political and
Reforms Department, 6 Jan. 1937, WH Papers, fl. 29,
NMML and Comm.Dept., GOI, f1.20 MI. (2)/36, pt.A, NAI.
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out scheme of li¢ensing of tonnage plying in the coastal
trade of India ( approximately around 51% for Indian owned,
managed and controlled ships) it would achieve the object of

the Bill, namely the development of an Indian Mercantile

Marine.’>

The Government, as was its wont, disregarded the
suggestion- it had made up 1it's mind to oppose the
measure.’® It also asserted that there was nothing, in the
Act of 1935, which would make it necessary fé reconsider
their policy onAshipping77 nér did they think that their
policy had failed to provide adequately for the development
of an Indian Mercantile Marine.’8 A FICCI Resolution ( in

1936) urged the Government, as it had been doing through the

75. Bombay Chronicle, 4 Feb. 1938; FICCI to Secretary to
the GOI, Dept. Of Commerce, 30 Aug. 1938, MAM Papers,
f1.136, NMML; M.K. Kapadra of the . Merchant Steam
Navigation Company to the Secretary to the Government
of 1India, Department of Commerce, 13 Jan. 1936, WH
Papers, fl. 595, pt.II, NMML and Shariff Hassum,
President, Association of Small Steamship Companies to
Hugh Dow, Dept. of Commerce,14 Jan. 1936, WH Papers,
fl. 595, pt.II, NMML. "

76. FICCI to Secretary to GOI, Department of Commerce, 30
Aug. 1938, MAM Papers, ‘f1. 136 NMML; M.A. Master to
G.L.Mehta; (General Manager, Scindia Co.), Feb. 1937,
MAM Papers, f1.125, NMML; Secretary, Indian Merchant’s
Chambers to the Secretary to the Government of Bombay
Political and Reforms Department, 6 Jan.1937, WH
Papers, fl. 29, NMML and Comm. Dept., GOI, f1l.20 -MI(2)
/36, pt.A, NAI; WH to H. Dow, Joint Secretary to
Government of India, 9 Jan. 1936, Dept. of Commerce,
GOI, f1.20 MI(2)/36, pt.A, NAI and Bombay Chronicle, 4
Feb. 1938. .
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years, to undertake measures to develop the Indian
Mercantile Marine.’? Obviously, the Government's bombastic
statements failed to make any creditable impactin <changing

Indian outlook.

In the debate on the Bill, the Government 1literally
became a mouthpiece for British vested interests 1like the
B.I.S.N.Co0.80 and Messers. Turner, Morrison and Co.Ltd.B;
which strongly opposed the Bill as ecdhomically unsound. on
31 March 1936, in thé motion for recirculation of the Bill
as 'feported. by the Select Committee ( on 22 March,
i938)82 and the motion, on 9 August 1938, that the Bill as
reported by the Select Committee be recommended to a Select
Committee,83 the Government was not constrained in

77. G.L. Mehta to M.A. Master, 13 Feb. 1937, MAM Papers,
fl1. 125, NMML.

78. Scindia ' Co. Note, no date, WH Papers, fl. 611, pt.II,
NMML, and LAD, 8 Apr. 1936, Vol. V, p.3711.

79 LAD, 5 Feb. 1936, Vol. 1, pp.187-188 and Scindia Co.
Note, WH Papers, fl. 611, pt.II, NMML.

80. Minutes of the Meeting of the Committee of FICCI, 2
Mar. 1936, WH Papers, fl.22, NMML.

81. BISN Co. to Principal Officer, Mercantile Marine
- Department Bombay, 25 Dec. 1936, Dept. of Commerce, GOI,
f1.20 MI(2)/36, pt.A, NAI.

82. Messrs. Turner Morrison and Company Limited, Bombay, to
the Principal Officer, Mercantile Marine Department,
Bombay, 9 Jan 1937, Dept. Commerce,GOI, £f1.20 -
MI(2)/36, pt.A, NAI.

83. Hugh Dow, Secretary, Comm. Dept. in LAD, 31 Mar. 1938,
Vol. III, p.2458,
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presenting an account of doubtful veracity in order to build
up its <case. It was stated, by the powers that be, that
seventeen out of the nineteen members of the Select
Committee seemed to dislike the Bill immensely.84 This was
" not correct,is .seenfrom the Seleét Committee's report,
according to Ghaznavi only four persons were opposed to the
"Bill-two of them being members of the Government and the
-ther two - being membersAof. the European group.85 The
Government objected to the Bill in principle and ésked
A.H.Ghaznavi to withdraw the Bill (the provisions of which
had been altered by theiéelect Committee) and at the same
time stated that they had no intention of bringiﬁg in
another bill in its place.86 Although, the motion for
recommitting it to a Select Committee was adopted and it was
hoped that the Bill would be adopted by the Assembly,

87 it never came up for

despite the Government's opposition,
discussion again in the Assembly. In addition, a similar
Bill introduced by P.N.Sapru in the Council of State failed

to secure enough voteé to facilitate the reference of the

84. A.H. Ghuznavi in LAD, 9 Aug. 1938, Vol. IV, p.198.

85. A.H. Ghuznavi in LAD, 31 Mar. 1938, Vol. III, p.2459.
86. . A.H. Ghuznavi in LAD, 9 Aug. 1938, Vol. IV, p.199.

87. Zafrullah Khan in LAD, 9 Aug 1938, Vol. IV, pp. 204-
206, }
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Bill to a Select Co&nmittee.88 The Government had
successfully ignored the dilapidated state of Indian

shipping over the years.

Whenever Walchand Hirachand had gone abroad, be it the
Vienna Congress in 1933 89 or Geneva and Paris,go_ he had
vociferously espoused the cause of the development of the

Indian economy ( especially shipping) which was 1in the

doldrums.?1 The Times of India, a pro-Government daily

criticised Walchand for painting such a gloomy picture
abroad, especially, when the Government was doing 'so ‘much"
for the country.92

Facts, however, prove that it was otherwise. In 1933,
Indian companies faced competition from Japanese companies

operating in Indian waters and indulging in heavy rate

93

cutting. The Government relegated this issue to ‘'matters

88. See LAD,9 Aug 1938, Vol. IV, p.207; Bombay Chronicle,
11 Aug. 1938 and The Eastern Economist, 1 Sept. 1944,
p. 251.

89. Extract from the Council of State Debates, 29 Sept.
1937, Vol. II, Comm.Dept., GOI, f1.20 MI/37, pt.I, NAI.

90. Speech of WH at Vienna Congress, ‘in Indian Chamber of
Commerce Proceedings and Reports, 8 May 1933, WH Papers,
fl1. 12, pt.I, NMML. ,

91. The Times of India, 19 June 1935.

92. Ibid.

93. 1Ibid.
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receiving their consideration'®4 which, in effect, meant

that no action was to be taken. The Government stated that

Indian companies were not barred from entering the overseas

95

trade. True, but the extent to which it was allowed to do

so, as per the terms of the Tripartite Agreement of 1933,96
was very negligible indeed. The gross tonnage of shipping
employed in the Indian coastal trade was 4,76,380 gross
tons, of whicﬁ Indian tonnage was 99,800 gross- tons and
British- tonnage comprised of 3,76,500 gross tons®?. The
INSOA, on - the one hand urged the Government to offer more
_ z o .
opportunities to Indians for carriége of mails.?® 1ndian
temberé were running high. At this time, the 1Indian
Commer¢e>Member, SirrJoseph Bhore, recommended to Walchand (
on the latter's pointing out that the Government was not
doing much for Indian shipping) that the way should not be

by direct assault but‘wresting concessions bit by bit?9°

- ——————————— ——— . ——— ——— ———_— - ———

94. "Extract from the Council of State Proceedings, 18 Aug.
1933, Comm. Dept., GOI, f1.282, MI(3)/33, pt.B, NAI.

95. Ibid.

96. See LAD, 1 Dec. 1933, Vol. VI, p. 2457.

97. Statement of Sir Firoz Khan Noon, 22 Sept. 1937, WH
Papers, fl. 611, pt.II, NMML and Zafrullah Khan in LAD,
5 Dec. 1938, Vol. VIII, p. 3781.

98. INSOA to The Secretary to the Government of India,
Defence Department, 14 Nov. 1938, WH Papers, fl1l.605,
NMML.

99. Bhore to WH, 10 May 1936 and WH to Bhore, 18 May 1936
in WH Papers, fl. 595, pt.II, NMML.
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the Commerce Member, an Indian and one who was sympathetic
to country's interests/probably felt that the mechanism of
célonialism could well destroy a recalcitrant indigenous
enterprise completely. Here was an example of an Indian
colonial functionary who seems to have tried his utﬁost. to

develop the caﬁse of Indian shipping.

In this connecﬁion, the Bhbré Awvard of 1935 assumeé
significance. The cirdumstances'ieading to this Awérd,loo
whereby 85% of tﬁe coastal trade on the Western Coast, in
‘éertain categories of cargo, was réserved for small 1Indian
steamship companies, was the culmination of ‘a long and
} protracted struggle by Indian steamship companies to obtain
concessions in order to survive. The problem of the smaller
Indian steamship companies, with very 1limited capital
resources, is important, in the sense that they did not have
enough résources' to wage 1long drawn out wars on the
entrenched British monopbly in Indian shipping. Both on the
Eastern and Western coasts of the country, the problens
faced by small indigencus companies éssumed alarming
proportions. On the Eastern coast, it was the Bengal Burma
‘Steam Navigation Company that was in deep trouble. The BISN
Company had increased their fare from Rs.12 to Rs.14 on the

. S - —— D - ———— ———— - G- ——————— V- =

100. "The Scindia S.N.Co' in Walchand Diamond Jubilee
Commemoration Vol. 1942, WH Papers, fl.75(a), NMML‘° and
LAD, 5 Feb. 1936, Vol 1, pp 189-90.

*
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Chittagong Rangoon route but réduced it to Rs.8 éé soon as
the Bengal Burma Steam Navigation Company was fo:medlol vin
1928. In addition to this, as ascertained by a Report of
the Intelligence Department, the deferred rebates>system and
other unfair »methods were resorted to like rewarding
passengers with handkerchiefs and oranges. When the Bengal
Burma S.No.Co. temporarily suspended their services in July-
1932, in_ order to repair their boat, the BIS& promptly
raised their fares for deck passengeré on the route by
Rs.2.102 Despite the Intelligence Branch Report of 23 May .
1932,  éo§érnment sources, however, had held that the BISN
Company's fafes had not altered from 1927 to May 1932. But,
they did admit, in December 1932, that ‘the fare on the

Chittagong and Rangoon route was raised by Rs. 2 in July

101. LAD, 8 Nov. 1932, Vol. V, p.1782.

102. The Leader, 19 July 1929; LAD, 12 Dec. 1932, Vol. V,
pp. 3079-80, and Intelligence Branch Report, 23 May
1932, Dept. of Commerce, GOI, f1.15-M.I. (4)/30,pt.

B, NAI.

It appeared to the Intelligence Branch that the BISN
officials reduced the fares and occasionally they would
let go a passenger free on receiving the Government tax:
of Rs.2/-only, but the same tickets were issued to
passengers whether the fares were paid at the
prescribed or concession rates. The accounts were
probably adjusted from a 'secret fund' allotted for
this particular purpose by the Board of Directors . The
rates . of the Bengal Burma Co., on the other hand, were
fixed - seldom were their rates for ordinary passengers
reduced and, if so, it was for invalids and destitutes
only.
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103

1952 by the BISN Co. The Bengal Burma Steam Navigation
Company was saved from sinking without a trace only when
the Scindia Co. became the Managiné Agents of the Company in
1934 and helped it to reorganise its services, which
continued to ply for eight years till the fall of Burma. 104
On the Western coast, the small steamship companies were
badly hit by the rate war Qaged by the BISN Co. - this issue
was highlighted by VArious newspapers and representationg by
Merchant Chafnbers.105 The Government, héwever, did not want
to 'interfere' as they hsd mever done so regarding similar

complaints in the past.106 It was a good 'excuse' to protect

‘British companies like the BISN.

103. J. Bhore, Commerce Member, in LAD, 8 Nov. 1932, Vol. V,
p.1782 and LAD, " 12 Dec. 1932,Vol. V, pp.3079-80;
Note of J.A. Woodhead, Secretary to GOI, Commerce Dept.
to Commander, Royal Indian Marine, Nautical Survey of
Port of Chittagong to Secretary to Government of India,
9 May 1932, Comm. Dept., fl. 15-M.I. (4)/30, pt.B, NAI.

104. The Scindia Co., in Walchand Diamond Jubilee
Commemoration Wolume, 1942, WH Papers, fl.75(a), NMML.

105. Bombay Chronicle, 18 Aug 1932; Free Press Journal, 14
Aug 1932 and Secretary, Indian Merchants Chamber to the
Secretary to the Government of India, Dept. of Commerce,
11 Aug. 1932, MAM Papers, fl. 75, NMML; T.Ryan, Connm.
Secretary in ‘LAD, 28 Sept. 1932, Vol. 1V, p.1489;
Shariff "Hassum to Secretary to the GOI, Dept. of
Commerce, 24 May 1932, Comm. Dept., GOI, fl. 15-
M.I.(2)/32, pt.B, NAI and Note by Shariff Hassum, 21
Aug. 1934, MAM Papers, fl. 97, NMML.

~106. Minutes of Interview which the Deputation of the Indian
Shipping Companies had with His Excellency the Viceroy,
28 Ooct. 1932, MAM Papers, fl.77, NMML and A
representation from the Deputation to the Viceroy, no
date, Comm. Dept., GOI, fl.15 -MI (4)/32, pt.B, NAI.
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A deputation of Indian Shipping Companies comprising of
the Scindia S.N.Co.,the Bengal Burma S.N.Co. and other small
Indian» shipping - companies met the Viceroy in 1932 and
enumerated their grievances. These included the problems
arising out of the rate wars on the West coast of India, fhe
disappointing non-development of the 1Indian mercantile
Marine and the Navy despite Government expressions regarding
the fact that they recognisgd the impoftance of' this to
India, a reference to the failure of the'Shipping Conference
and Government inaction inspite of their statement that they
would decide what action they should take for the
development of an Indian Mercantile Marine as also the fact
that there was no coastal reservation in India although it

was followed by other nations in the world. 107

As far as the problem of small steamship companies was
concerned, it &as .pointed out that if timely help was not
given, these companies would be wiped out of existence due
to unfair rate wars and other means adopted by the British
interests.198 - The deputation demonstrated this- by stating
that,in the 1920s,the B.I. Company used to charge Rs.5/- per

a ton over and above the usual rate of freight for cargo

107. K.C. Neogy in LAD, 11 Sept. 1933, Vol. V, p.2453.

108. A representation from the Deputation to the Viceroy, no
date , Comm. Dept., GOI, fl. 15-M.I.(4)/32, pt.B, NAI
and Council of State Debates, 23 Sept. 1932, GOI, fl.
282 M.I./32, pt.B, NAI.

80



from ﬁalabar to Karachi on the plea of direct or non-direct
sailing, but this toll on trade Qas_removed as soon as the
smaller companies enteredjthe fie1d.19? 1n this connection,
the Government had prepared itself in advance. The Commerce
Department, in a note prepared fbf the Viceroy, stated, that
it was understood that the Indian Shipping concerns were
going throﬁgh a‘period-of stress.but‘it-was also to be noted
that the wdrld was suffefing from aﬁ unprecedented degree of
depression and that it Qas inconceivabie that any form of
Government 'éction couldgguarantee the profitable operation
0

of shipping.‘11 However, the real reason could have been,

the fact that, due to the excess of freight- tonnage over
the world's- needs as a result of depression,111 it was
necessary‘ for British shipping to make whatever gains that
they could in Indian waters. Thus, it followed that the
Viceroy 1lent a very sympathetic ear to the deputation but
pbinted out that the BISN Co. which occupied a dominant
position in the Indian coasting trade,hadbenof considerable
service to the ecbnomic life of India during the 1last 50
years and added that the solution of the question should be

109. A representation from the Deputation to the Viceroy, no
date, Comm. Dept., GOI, fl1.15-M.I.(4)/32, pt.B, NAI.

110. Note prepared by the Commerce Dept. for the Viceroy, no
date, Comm. Dept., GOI, £f1.15-M.I.(4)/32, pt.B, NAI.

111. The Statesman, 18 Apr. 1930 and Board of Trade to
Foreign Office, 17 Apr. 1930, Comm. Dept., GOI, fl. 34-
M.I.(3)/30, pt.B, NAI. _
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found in such a manner as would meet the 'reasonable' claims

of all concerned.112

Therefore, négotiations and meetings betweén the
members of this coastal conference ( the B.I., the Asiatic
and ﬁhe Scindia companies) and the small steamship companies
- took place in order to discuss the terms by which the latter
could “enter the Conferencs. _The small steamship - companies
viewed with apprehension. the proposéd signing of the
Tripartite Agreement iﬁ 1933 between the BI, the Asiatic and
the ‘Scindiak = - they had fears that the Conference Lines
wsuld ultimately drive them into oblivion.113 However, their
suspicions of the Scindiak were misplaced. It was Walchand
and the Scindias who urged Bhore to help the small steamship

114

companies. The conditions imposed by the Conference in

order to take in the small steamship companies were as

1

follows: that they should not increase their present tonnage
during the period of Agreement (7 years), that they should

not trade on any route, except between ports from Bombay and

112. Minutes of Interview between the Deputation of 1Indian
-Shipping Companies and the Viceroy, 28 Oct. 1932, MAM
Papers, f1.77, NMML.

113. Shariff Hassum, President, Conference of the Small
Steamship Companies to Scindia Co, 26 Oct. 1933, MAM
Papers, fl. 90, NMML.

114. WH to Bhore, 2 Dec. 1933, MAM Papers, f1.90, NMML and
Scindia Co. to Shariff Hassum, 1 Nov. 1933, MAM Papers
£f1. .90, NMML.

82



Kafachi ,en the one hand and the ports South of Mangalore
upto Allepey on the other and vice versa; that they should
not trade between Boﬁbay and Karachi and that they should
quote the same rates of freight as those fixed by the
Conference. In return the Conference Lines would not carry
on a rate war against them.11® The Scindiaé, who were
treated in sufferanCe_by the Conference members, were not
'surprisea when the talks failed, due to thelBI refusal' to
egree to the proposal by small steamship companies to leave
the trade between Bombay and Karachi on the one hand - and
‘the ports south of Mangalore»upto Allepey on the other and
| vice-versa entirely to themselves, for they had already been
iifting‘ 77% of the trade by themselves in the last three
years.116 The B.I.Co., refused to agree to this and the
resultant deadlock made the problem more acute as‘ the
Conference Lines got ready to retaliate against the small
steamship companies who had reduced their rates,117 thereby,

115. M.A. Master to A.R. Raisman (Commerce Dept, GOI), 31
Oct. 1933, Comm Dept., GOI, f£l. 15-M.I.(2)/32,
' . Part B, NAI and ‘The Scindia Co., in Walchand
Diamond Jubilee Commemoration Volume, 1942, WH Papers,
f1.75(a), NMML.

116. Ibid.

117. Ibid.; WH to Bhore, 3 May 1934, Comm. Dept., GOI, f1.15-
M.I. (2)/32, NAI; Indian Chamber of Commerce, Calcutta
to GOI, Comm. Dept., 3 Sept. 1934 and Buyers and
Shippers Chamber:, Karachi to Secretary, GOI
(Comm.Dept.), 10ct. 1934, Comm. Dept. GOI, fl. 15-
MI(2)/32, pt.B, and "The Scindia Co., 1in Walchand
Diamond Jubilee Commemoration volume, 1942, WH Papers,
fl. 75(a), NMML.
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causing a great source of worry to Indian merchant chambers

118

who foresaw the further ruin of the Indian economy as a

result of the onset of rate wars.

The matter was referred to the Commerce Member, Sir
Joseph Bhore, who held a meeting of represéhtatives of
shipping companies engaged in the coastal trade on the
Western coastrof India on 11 and 12 January 1935, aﬁd,on the
basis of inteﬁsé confabulétions[conveyed his decision in the
form of :the Bhore Award.l1® The Award gave the small
steamship companies, comprising of the Eastern Steam
Navigation Co, the Merchant Steam Navigation Company, the
Malabar Steamship Co. and the National Steamship Compahy,
the right to carry 85% of the trades out of certain
categories of cargo on the Karachi-Bombay route and the
Cannanore to Allepey route. 120 The award was a major victory

for indigenous shipping enterprise and the role of the

Scindias in bringing this about was considerable.

Problems for the small Indian. shipping enterprise did

not end, for rate wars continued on the Eastern Coast from

118. Ibid.

119. Note of Commerce Dept., no date, Comm. Dept.,GOI, fl.15-
M.I.(7)/34, pt.A, NAI; The Scindia Co., 1in Walchand
Diamond Jubilee Commemoration Volume, 1942, WH Papers,
fl. 75(a) NMML and H Dow, Joint Secretary to GOI to
Scindia Co., 20 Dec. 1934, MAM Papers, f1.97, NMML.

120. Ibid.
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Febfuary 1935. The BI Co. drastically reduced the fares on
the Rangoon and Calcutta route to strike at the Agarwal
Steam Navigation Compény (established in 1934), plying on
the same rbute. The Government disregarded the Agarwal Co.'s
petition, stating that it was they who had reduced the rates
and started the rate war.12l Actually, this was not so - it
was only in vrespohse to a resolution passed by the
Passengerr Service League, Rangoon, on 17 ~M§rch 1935l"to
réduce the rate, ‘that this was done. But the BI,as oppoéed
to the Agarwal's rate .of Rs.10 per person,brought down their
fares from Rs.10; ultimately, to a level of Rs.6 and
finaliy, the Agarwal Co. ceased to operate. The BI Co. then
;bfought ‘back fheir fares to the original levell?? “Another

Indian enterprise had 'bitten' the dust.

Around this time, the Scindias appeared to be

1

frustrated by the terms of the Tripartite Agreement which
seemed to hem into a tight corner, making aﬁy spectacular
progress in the field of shipping, virtually, impossible.
Participation of Indian shipping in the coastal and overseas

trade of India was virtually negligible and this point was

121. S. Satyamurti in LAD, 9 Sept 1935, Vol V, p.594 and
LAD, 5 Feb. 1936, Vol. I, pp.190-93. Also see Telegram
from Agarwal S.N. Co. to Commerce Member, 27 Apr. 1935
-‘and letter to the same, 3 May 1935, Comnm. Dept , GOI,
£f1.15-M.I.(3)/35, pt.c, NAI.

122. Ibid. and Hugh Dow to Agarwal S.N. Co., 11 May 1935,
Dept. of Commerce, GOI, fl. 15- M.I.(3)/35, Part C,
July 1935, NAI. :
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repeatedly brought home to the Government on the floor of
the House,123 but it could not soften the rigid stance of
the Government who considered that they were doing what was

possible 'under the circumstances'.124

'The circumstances' included disapproval of coastal
reservation or even help through the grant of bounties or

subsidies.12%

Ironically,:as a contrast,around this time,
in the space éf'a year (béginning from May 1933), the German
Governmenf had placed a sum of R.M. 20 million as subsidies
to German shipping companies - a fact noted by the British
Embassy in Berlin and transmitted to the viceroy of
India.12® 1n contrast, the B.I. and P and O Co.'s had been
getting subsidies amounting to Rs.15 lakhs since 1923 for
the carriage of mails, wkg\.thgyg-\Né,;, no inclination

towards encouraging any Indian Company in this respect.127

i

Still, even in 1935 and thereafter, there was to be no grant
of subsidies to any Indian company.128 In Canada, the

123. S. Satyamurti in LAD, 1 Dec. 1933, Vol. VII, p.2457.

124. Ibid.

125. Note prepared by the Commerce Dept. for the Viceroy, no
date, Comm. Dept., GOI, fl. 15- M.I.(4)/32, pt.B, NAI.

126. Letter from the British Embassy, Berlin to Viceroy of
India, 19 Sept. 1934, Comm. Dept., GOI, fl. 33-
'M.I.(2)/34, pt.B, NAI.

127. Council of State Debates, Vol. I, 7 Mar. 1935, Vol. I,
in Dept. of Commerce, GOI, £f1.283-M.I./35, pt.A, NAI.

128. Bhore in LAD, 27 Feb. 1935, Vol. II, pp.1535-37.
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subsidy given by the Govérnment to its shipping came to
around $ 2,312,258 per year and it gave the assurance that,

if this proved to be insufficient, it would be increased. 129

The Scindia's were unhappy, given the fact that, from

1922 to 1935; they had lost about Rs.40 lakhs in rate-wars

130

unleashed by British firms. The Scindia's criticised the

action of the BISN Co. in'acquiring a controlling interest
in .the Asiatic ‘Company, which meant a breach of the
Tfipartite Agreement, for priof tq‘ the signing oft the
Agreement there had been é»division‘Ofnquotas for carriage,
with the Scindia's being denied tﬁé 50% of quota they had

asked for. Now .the BISN Co. by its action became more

131

powerful as it aéquired the Asiatic quota. Petitions to

the Government could not elicit any favourable response -

the Commerce Member, Sir Zafrulla Khan, put off the fequest

1

for arbitration by the Scindias by stating that he could not

force the BI to accept his arbitrationl3? Thus, this matter
129. WH to Sir James Grigg, Finance Member to GOI, 20 Oct.
1935, WH Papers, f1.595, pt.I, NMML.

130. WH to Sir Zafrullah Khan, 5 Sept 1935, WH Papers, fl.
' 594, NMML.

131. WH to Zafrullah Khan, 28 Nov. 1935 and 26 Jan. 1936 and
WH to G.R. Campbell (of Messrs. Mackinnon Mackenzie and
Company), 28 Nov. 1935, WH Papers, fl. 590, NMML; WH to
Zafrullah Khan, 30 July 1935 and 22 Aug. 1935, WH
Papers, fl. 594, NMML and WH to Zafrullah Khan, 22 Oct.
1935, WH Papers, fl. 595, pt.I, NMML.

132. Zafrullah Khan to WH, 26 Jan. 1936, WH Papers, fl. 596,
NMML. ,
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was consigned to the realm of ‘'sidetracked' issues.

As a result of getting a share in the passenger traffic
between the Coromandel coast and:Burma, the Scindia's were
forced to agree to the stipulation of the Conference to
raise the rates from Rs.10 to Rs.14 per pefson, as they wvere
‘not in a position to carry on a freight war. 133 In a
represeﬁtation to the Viceroy, they pointed out that the
Tripartite Agreement'had established nearly 80,000 tons more
of Eritish shipping on the coast, while only 30,000 tons of
Indian - shipping found further opportunities of running in
that trade (the share of the toﬁal coastal trade carried by

134 Therefore, they

Indian shipping came to only 22.9%).
urged for a revision of the Tripartite Agreement.l35 The
Viceroy , however, stated that the Agreement represented a
great improvement from the point of view of Indian shipping
~on the earlier Agreement of 1923, and that he had weighed
the 'criticism' levelled by the Scindia's. He declared that
he would undertake any action only after thé Agreement
expired in 1939.136 WalchandAexpressed his disappointment in

133. “Extract from Council of State Debates, Vol. I, 7 Mar.
1935, Dept. of Commerce, GOI, £f1.283-M.I./35, pt.A,
NAI.

134. WH to the Viceroy, 24 Apr 1936, WH Papers, fl1.595,
pt.II, NMML. :

135. Ibid.

136. Linlithgow to WH, 8 June 1936, WH Papers, fl. 595,
pt.II, NMML.
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a letter to the Viceroy and stated that it was merely a
- continuation of Governmental policy couched in polite

lan_guage.137

Considering the fact that the Indian participation in
the overseas trade was marginal, Walchand Hirachand
proposed,l in 1935, to start a passenger service between
Bombay and Europe, preferably between Bombéy and Italy.l38
The attitude of the British intefésts was stiff and hostile.
It waé quite apparent, from fhe statements of the P&O Company,
that they:did not want to allow the introducﬁion of a new
Indian'line (i.e., The 'Hind Lines' of Walchand Hirachana) '
into " a ‘trade totally dominated by them. 139 They stated
that they were not the only Line involved and that the
consent of other British and foreign Lines would be needed,
and they also felt that the Scindia Company of Walchand had
already obtained egough concessions through the Tripartite
Agreement.l49 Walchand recognised the ‘brush-off' and said
that the question of consulting other lines was not a

— T — R D ———— G W ———— - ————

137. WH to Linlithgow, 20 June 1936, WH Papers, f1.595,
pt.II, NMML.

138. WH to Alexander Shaw (Chair man of the P&0 Co.), 27
June 1935, WH Papers, f1l.594, NMML.

139. Alexander Shaw to WH, 2 July 1935, WH Papers, fl.594,
NMML.

140. Ibid.and WH to Alexander Shaw, 11 July 1935, WH Papers,
£1.594, NMML.
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‘plausible' excuse, as the P & O Co. dominated in the

passenger trade from Bombay to Europe.141

He protested
- against the term'concessions' used in relation ﬁo Indian
Shipping;142 wﬁat they received was part of their ‘'rightful
share!.which had been taken away by the Europeans. A draft
application for Government assiStance for the proposed trade
( Rs.2,20,00,000 for the proposed scheme for a ' period of
ten years with a guaranteed interest ét 3% per annum on the

)143 was unceremoniously brushed aside - an action

capital
not in consonance with their declared policy of ' furthering
the cause of Indian shipping.144 The Scindia's admitted that
the Government was right, when they said that it was
contravening the clauses»ofbthe Tripartite Agreement but
pointed out that the universal feeling in the country had
been in favour of the proposal and that the Government had
sacrificed the ‘'moral right' of the Indians to enter the

trade (despite the Tripartite Agreement which they had been

forced to sign in order to save themselves from being wiped

141. Ibid. and Bombay Chronicle, 22 Mar. 1939.

142. Ibid.

143. WH to Sir James Grigg, Finance Member to GOI, 20 Oct.
1935, WH Papers f1.595, pt.I, NMML and LAD, 2 Oct.
1936, Vol. VII, p.2242.

144. WH to Linlithgow, 24 Apr. 1936 and 20 June 1936, WH
Papers, fl. 595, pt.II, NMML. ,
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out) for the sake of the P & O co.143 1n any case, when the
British signatories to the Agreement had not been strictly
observing its terms to the letter ( by conducting 'hidden'
rate wars and the acquisition of controlling interest in the
Asiatic Co. by the B.I. Co.), the Scindia Co; could be
excused for demanding something, legitimately, necessary for
the development of Indian shipping. In this context, a
statement by Sir Rahimtooia M. Chinby_aésumes significance.
According to him, "it ié not the lack of initiative that
prevents Indian shipping from going to the overseas trade...
-but the real fact is that their hands are fettered and hence

146

they cannot take their share in that trade". Colonial

tentacles managed to restrict 1Indian shipping to a

"confined" position.

The scene on the Coastal trade front was deplorable.

147

FICCI resolutions, urging the Government to reserve the

coastal trade to Indian vessels to around 51% of the total

tonnage and to facilitate entry into the overseas trade,

145. WH to Linlithgow, 20 June 1936 and 31 July 1935, WH
Papers, f1.595, pt.II, NMML and LAD, 2 Oct. 1936, Vol.
VIII, p.2242 and The Scindia Co., in Walchand Diamond
Jubilee Commemoration Volume, 1942, WH Papers, fl.
75(a), NMML.

146. Statement by Sir Rahmitoola M. Chimba ., 2 Feb. 1935,
WH Papers, fl. 611, pt.II, NMML.

147. FICCI Resolution, 30 and 31 Mar. 1935 Comm. Dept.,
GOI, fl. 20-M.I. (2)/35, pt.C,NAL 4
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notwithstanding, the Governmeﬁt continued.to state that they
would do all they could according to the stated policy of
helping = Indian shipping; ;when ‘the occasion or.
circumsténces for such action arose!.148 But the 1Indians
castigated them for dancing to the tune of British companies
like the BI Co. and others.l%® At a time, when (in the late
30's) British Shipping in the Orient was threatened’by the
competitidn from other countries, the Imperial Shipping
Committee, by defining British Shipping as shipping
registered in the British Commonwealth, including the Indian
Empiré;  urged greater ‘cooperation between the Britiéh
shipownefs and the growing-mercantiieImarine in other parts
of the Europe. This elicited a derisive response from the
Indian side.Walchand stated that until India felt that even
national éhipping had its proper share of the trade, she
would not have any interest in the weakening a position of
British shipping in the orient.1?9 This was a fitting reply

by the colonial subjects to their colonial overlords.

As far as the employment of 'cadets' passing out from
the I.M.M.T.S. Dufferin was concerned, the same obstacles

were faced, wherein, British companies appeared reluctant to

- — —————— ——— - ——— — — ——— - ————— — ——— "

148. Zafrullah Khan in LAD, 8 Apr. 1936, Vol. V, p. 3711 and
Zafrullah Khan in LAD, 26 Jan. 1937, Vol. I, p.221.

149. A.H. Ghuznavi in LAD, 2 Sept. 1937, Vol. V, p.1023.

150. Bombay Chronicle, 22 Mar. 1939.

92



take them in.their employ. The Scindia Co. had been one of
the six institutional corporations offering scholgrships to
pufferin cadets, along with six écholarships awarded by the
Government151. The B.I., the Asiatic and the P & O Cos. did
not figure among the list of companies éwarding
scholarships. The other five assigners of the scholarship
were the Bombay qut Trust, the Karachi Port Trust, the
Karachi MUnicipalify, the Madras University and an

individual called R.N. Patrick.152 While British companies
had agreed.to.take Dufferin cadets as their apprentices,153
when 1t came to employment théy  were Very lackaaaisical
. about it, despite the Government's observation in the
prospectus of the IMMTS Dufferin that" the Government of
‘India consider that apprentices who give satisfaction would
be able to obtain employinent".154 Upto the end of August
1937, the number of Ex-Dufferin cadets employed by Shipping
Companies was as follows- The Asiatic Co.; 5, the BISN Co.,

16, the Mogul Line; 2, the Bombay Co.; 1, Messrs. Cowasjee

Dushaw and Brothers-1, The Eastern S.No.Co.-1, and the

O —— o —— . S S = —— - - — -

151. Indian Chamber of Commerce; Calcutta, 2 May 1931, Comm.
Dept. GOI, fl. 151-M-II(15)/31, pt.B, NAI.

152. Ibid.

153. George Rainy in reply to a question in LAD, 11 Mar.
1929, Vol.II, p.1663. ’

154. K.C. Neogy in LAD, 28 Sept. 1932, Vol. IV, p.1489.
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Scindia Co., . 40.155 Therefore, the Scindias employed nearly
60% of the total. Moreover, they took candidates rejected
by béompanies like the P&0 Co. as their own employees.156
The British Companies were known to be absolutely adamant
about not taking in Dufferin Cadets and the Government,whiie
professing its helplessness in forcing them to take these

157 yas not willing, despite

cadets as employees,’
exhortations by G.V.Pant ~and others in the Legislative
Assembly158 and by-FICCI,lS.9 to undertake legislation to
enforce this issue by making it imperative for all shipping
companies tb employ Dufferin cadets. Instead,. if stated
that such a situation had not arisen as to merit any fresh
“action in this regard.16o It was seen that when the true

picture came to be known to the Indian populace, the number

of candidates for admissibn to the‘ T.S. Dufferin fell

155. Statement laid on the table of the House, LAD, 13 Sept.
1937, Vol. V, p.1555.

156. zafrullah Khan in reply to a question in LAD, 4 Feb.
1936, Vol. I, p.17. ‘

157. Zafrullah Khan in LAD, 6 Mar. 1937, Vol. II, pp 1454-
1455,

158. LAD, 28 Mar. 1935, Vol.II, p. 2950.

ICCI Resolution, 2 Mar. 1936, WH Papers, fl.22, NMML;
FICCI  Resolution, 28 and 29 Dec. 1928, Comm. Dept.,
GOI, f£1.499-M.I./29, pt.B, NAI and FICCI Resolution,
14-16 Feb. 1930, MAM Papers, fl. 69, NMML.

159.

13

160. George Rainy in LAD, 28 Sept. 1932, Vol. IV, p. 1490.
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considerably by 1938.161 Yet, the Government tried to
bluster its way out of this situation by stating that they
had been maintaining the T.S. Duffefin at an annual cost of
about Rs.2 1lakhs since the last ten years, which was a
considerable subsidy to Indian companies who would have had

to bear the cost of training themselves.162

‘The Scindia's were quick to point out that previous' to
ﬁhis, the Indian'companies had been doing it themselves.. By
taking Dufferin -cadets as apprentices, it were ‘they'_fwho
were making the bufferin 'a successl63 and not the
'Government. The Government, in fact, had a history of acting
,.ohly upon prodding; therefore, the arrangements for higher
training in marine engineering only came about in 1935,
after continﬁous pressure by the Indian National
Steamship Owners Association.. 184 Therefore credit for all

development should be given to Indian efforts in wresting

whatever they could out of a reluctant colonial Government.

In 1937, the Scindia Company ventured to make an entry

161. Bombay Chronicle, 17 Jan. 1938.
162. Zafrullah Khan in LAD, 3 Sept. 1935, Vol. V, p.1l068.
163. The Times of India, 11 Dec. 1934,

164. Notes of the Dept. of Education, Health and Lands, 14
and 15 Nov. 1931 and Text of Haj Inquiry Committee
Report, in Comm. Dept., GOI, fl. 71-M.I.(4)/32, pt.B,
NATI. _
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into the Haj traffic a route, which till that time had been
the sole monopoly of the Mogul Line (a British company). The
Mogul Line had consistently indulged in heavy rate cutting,
whenever they perceived the threat of entry of fresh
competitors, and at other times they charéed. exorbitant
rates of fare.l65 The Haj Inquiry Committee had, in 1931,
proposéd an amendment of the Indian Merchantshipping Act in
order tofﬁ;nimum‘fare for all pilgrim‘shipé and recommended
an addition to the rule- making power of the Government so
as to enable it to deal with. this subject. Also, any company
giving illegal concessions was to be -penalised.166 These
recommendations did not find favour with the Government, due

167

to obvious reasons, and, hence, the Mogul Line, reigned

suprene.

Into this scenario, encouraged by Muslim leaders 1like
168

1

the Aga Khan and national leaders like Jawaharlal Nehru,
the Scindia's entered the trade with the S.S. Englestan
sailing from "Calcutta on 27 December 1937 (with 678

pilgrims) and the S.S. El1 Medina from Bombay on 3 January

- —— ———— — = ——— — ———————— —— -

165. Ibid,

167. Bombay Chronicle, 3 Jan. 1938 and 22 Aug. 1938.

168. Ibid- and Bombay Chronicle, 28 Dec. 1937.
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193g8.16° Although, they had asked the Government for an
assurance against rate wars, the latter stated, in a non-
committal manner, that if they feit that the state of
competition petween rival companies constituted a rete war,
then- action would be undertaken.170 This, certainly, was not

an assurance.

1938 was the year of a murderous rate war unleashed by
) the Mogul Line. Following a complaint by the Scindiak, the.
Government convened a conference, inviting representatives
ef both Companies, to examine the complaints of rate wars

and resolve the issue. This conference was a farce because
fhe Mogul Lines' representatines stated?%gey were present
Honly to watch and report the proceedinge to their Boardl’?
.which, 1in effect, meant that the problem was not to be
solved. To add insult to injury, the Agents of the Mogul
Line, Messrs. Turner Morrison and Company charged the
| Scindia's for having started a rate warl?3 This was

169. S.J. Pandya to The Secretary to the GOI, Dept of
Education, Health and Lands, 7 Oct. 1936 and M.W.
Yeats, Depy Secretary to the GOI, Dept of Education,
Health and Lands to the Manager, Scindia Co., 11 Dec.
1936, WH Papers, fl. 599, NMML.

170. Bombay Chronicle, 30 July 1938.

171. Ibid.

172. Bombay Chronicle, 4 Aug. 1938.

173. Ibid.
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absolutely untfue, for Messrs.'>furner Morisson & Co.,
themselves in a communique, issued‘on 1 December 1937, (that
is, even before the Scindia Company had berthed its.
steamers) sﬁated that ﬁat a recentvmeeting of the Directors
.oﬁlﬁTﬁrner, Morrison and Company, it was decided to enter
into a rate  warn. 174 Governmént representatives also
admitted that was so upon the oqset of a rate war and also
testified to the fact that Turner; Morrison and Company had

made statements to that effect.173

The Agents of the Mogul Line also publiéhed a leaflet
askihg Haj pilgrims to book their tickets in those ports
where they would obtain the lowest possible rates and also
announced reductions in their rates of fares from Bombay and
Karachi to Jeddah by Rs. 100 each, in the case of first and
second class return fares,and Rs.25 in the case of deck
return faresl’6 Upon representations by the Indian Meréhants
Chamber and constant questioning by Indian members in the

Legislative Assembly,177 the Commerce Member intervened and

fixed, with the consent of both parties, a minimum return:

174. See LAD, 21 Mar. 1938, Vol. 2, p. 1881.

175. Bombay Chronicle, 22 Aug. 1938 and Zafrullah Khan in
LAD, 19 Sept. 1938, Vol. VI, p. 2683, :

176. Ibid.

177. Ibid. and Bombay Chronicle, 19 Sept. 1938.
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fare of Rs.115 for the season:from Karaehi and fares from
other ports to be adjusted accordingly-this was to be
effective from 27 October 1938.178 However this failed to
work, with both parties levelling allegations of
undercutting of rates ageihst each other, and on 1 December
1938, the Mogul Line sent a Notification to the Government
mentioning that they had decided to terminate the
Agreemeht.179 No-action was taken against them end they were
free te quote their own fares.-ls0 The Governmeﬁt had no
power to control the British Lline. The subsequent events

relating to this issue will be taken up in the next chapter.

Thts, it was seen that this petiod was also one of
headlohg confrontation combined with arbitration and
negotiations with British vested interests and the coloﬁial
Government. This was also a time when the Scindia's sought
to obtain nationalist support for their cause. Prominent
leadefs'like Jawaharlal Nehru, G.V. Pant, Sardar Vallabhbhai
Patel among others constantly made appreciative speeches
regarding Sciﬁdia efforts. Jawaharlal Nehru on the occasion
of the launch of the El-Medina,on 3 January 1938, éaid ool I

commend the enterprise of the Scindia Company in running

178. See LAD, 14 Nov. 1938, Vol.VII, p. 2919 and LAD, 8 Dec.
1938, Vol.VIII, p.4111.

179 Ibid.
180. Ibid.
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this line...'181

and,on 23 December 1938, remarked "We have
been in the past a great maritime nation: and, even today,
Wwe have the talent, the trained men and the resources to:
build wup great shipping services. The Scindia Company has
been a pioneer in this field and, inspite of opposition and
obstruction, has made good. It has deserved its success", 182
.On anofher occasion Sardar Vallabhbhai Patel (at the opening
bf the Scindia House in Bombay ~on 23 Deéember 1938)
complemented the efforts of the Scindia Company by declaring
~that ".....they (the Scindia's)_must have had occasions in
their chécquered and.eventful career, when they might have
had to yield or compromise in order, sometimes, even to
’exist owing to the exigencies of the situation. But they
need not feel sorry for it, because they had kept the flag
of National Shipping flying all these yeafs".183 This
certificate of approval for the Scindia Company's work gave

it moral support to carry on the struggle.

The Scindia Co. had managed to survive, yet another
painful period fighting against a syétem which would have

been happy at its demise.

181. Bombay Chronicle, 3 Jan. 1938.

182. Statement of Pt. Jawaharlal Nehru, 23 Dec. 1938, WH
Papers, fl. 611, pt.II, NMML.

183. WH's Speech on the Occasion of the launching of S.S.

Jalaprabha by Sardar Vallabhbhai Patel, 20 Nov. 1948,
WH Papers, fl. 238, NMML.
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Chapter III

THE SCINDIAS AND SHIPPING DURING THE WAR YEARS
(1939-MID 1947)

Resuming the Haj traffic controversy, both the Lines,
competing on the Haj route, tried to garner Muslim support.
The Scipdia's had the backing of'His Highness,.the Aga Khan}
The Mogul Line apbroached the Jamiat- ul- Ulema but were
unsuccessful in obtaining the_irsupport.2 The Government,
while not unaware of the exisﬁing situation, did not feel
that it was necessary for the gfant of subsidies to Vthe
Indian Mercantile Marine.3 Yet, in the matter of the Haj
traffic, it was the Mogul Line that benefitted due to
‘Government benevoience. Following the allegations of rate
cutting by both‘the companies against each other, referred
to.in the previous chapter. The Government stepped in, in

1939, and allotted the share of the Haj traffic, ostensibly,

on the basis of the tonnage'and number of steamers made

- ——— e — —————— - — - Wn W > —————

1. His Highness, the Aga Khan's statement, 25 Jan. 1939,
WH Papers, fl. 611, pt. II, NMML and Bombay Chronicle,
26 Jan. 1939,

2. G.D Khanolkar, WH, Man, His Times and Achievements, P-
287. : '
3. Zafrullah Khan in LAD, 3 Apr. 1939, Vol. IV, pp.3188-

89.
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available by both companies.4 As the Mogul Line had seven
steamers and the Scindia's three, the allotment was 75% for
the formef and 25% to the latter?; and a charge of a minimum
return deckrpassage fare for a pilgrim from Bombay to Jedda

of Rs.121.°

Although, the cost of operations were rising and the
Scindia's protested against the clamping of an uneconomic
rate. The Government showed no inclination for an increase

in the rate of fares.’

It was very well for Mr. Radcliffe,
the Chaifman of the Mogqul Line to have.stated, on 8 November
1938, that "The Mogul Line desires to assure the Muslim
public -tﬁat it has_no intention of increasing the existing
rate of fares even if competition ceases... provided that
Government regulations for fhe trade do not reduce véssels
carrying capacity »or that other circumstances do not
materiaily increase the carrying cost".8 Such righteousness

4, The Assam Herald, 9 Dec.1939 and Chronicle, 23 Dec.
1939 in WH Papers, fl. 45, NMML; Scindia Co. Note, 19
Mar. 1941, in WH Papers,, fl.61, pt.XI, NMML and - G.S.
Bajpai, Education Secretary in reply to a query in LAD,
18 Mar. 1940, Vol.II, pp.1954-55.

5. Ibid. p. 1438. |

6. Scindia Co. Note, 19 Mar. 1941, WH papers, fl.61, pt.I,
NMML.

7. Ibid.

8. Ibid.
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was a sham. Even in the deployment of‘steamérs, the Mogul
Line played foul. 75% of the trade had been allotted'to them
on the ground that seven of their steamers. would be in
operation, but in actual fact énly.three were used;? a
number equal to that of the Scindia's. Yet, it were the
Scindia's who were criticised in certain quarters, for
askipg forrraiséd fares ahd a‘greater sharé in the trade
(about. 50%), on fhe grounds that they had no consideratioh

10

for the pilgrims. That the Mogul Line was, practically,

prospering by effectively'employing its steamers ( out of
the Haj quota) in the coastal trade, eScaped the notice of

many. Some Muslim leaders, however, came to know of this

11

subsequently. and when the Scindia's finally, had no

optioh but to.pkr out of this route (which was bound to

12

bring them to the, brink of economic ruin), in 1939, there

were many protests in the country.

—— - —— ———— g ——— — — —— - - ————

10. The Assam Herald, 9 Dec. 1939 in WH Papers, fl. 45,
NMML; Bombay Sentinel, 27 Dec 1939; and Scindia Co.
Note., 19 Mar. 1941, WH Papers, fl 61, pt.I, NMML.

11. Chronicle, 23 Dec. 1939 in WH Papers, fl.45, NMML. A
statement protesting against the forced withdrawal of
the Scindia Co. from the Haj traffic was issued by
Khwaja Hassan Nizami, a prominent Muslim leader.

12. Ibid; Free Press Journal, 24 Nov. 1939, WH Papers
f1.45, NMML and The Hindusthan Standard, 16 Nov. 1941,
WH Papers, fl. 45, NMML.
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Muslim leaders and the Port Haj Comﬁiffeés of the three
Haj ports in Bombay, Calcutta and Karachi rued.the fact that
with the withdrawal of the Line, which had been responéible
for raising the standard of comfortsr and amenities,
unsatisféctory conditions would prevail following a regress
to the monopolistic period.13 The FICCI also brought into
focus the double faced character of the Gpvernment which was
élwaYS "willing to arbitrate whenla_CQmpanQ managed by non-
Indians appealed to them to do so;.but when a conéern owned,
controlled and managed by Indians themselves... appealed to
théﬁ to help them to maintain their position in~5av trade
wﬁich.belonged as a matter of riéht to India, they expressed
helplessness and looked on. with unconcern  at the
strengthening rate war now raging fér (the) last  two

years."14

When the Conference of Shipping interests was held at
Simla, in August 1941, in connection with the Haj traffic,
the Scindia's showed their willingness to enter the trade

during the current season. 1°

They were willing to agree to
13. Scindia Co. Note, 19 Mar. 1944, WH Papers, fl. 61,
Pt.I, NMML; A.H. Ghuznavi in LAD, 18 Mar. 1940, Vol.2,

p. 1488 and Free Press Journal, 24 Nov. 1939, WH

Papers, f1.45,NMML.

l4. Observation by Mr. Jamshed N.R. Mehta, President of the
FICCI, 8 Apr. 1939, WH Papers, f1.590, NMML and PBombay -
_Chronicle, 2 Aug. 1939 and 11 Aug. 1939.

15. A.R. Mudaliar, Commerce Member in LAD, 11 Nov. 1941,
Vol. IV, p.593.
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any reasonable scheme like alternate sailings befween the
two Lines and also accept the rates of fares laid down by
the Gove_rnment.16 In addition, the Company asked fbr the
release of two of their cargo steamers ( which had been
requisitioned by‘the Government due to the war) in return
for engaging two of their passenger steamers for the Haj

17 For all this the Scindia's were willing to

18

traffic.
abstain from a ciaim for aﬁ eqdal share in the trade. The
Government could have taken over two British ships and
released the Scindia boats, as British shipping Companies
were provided with as muéhAfonnage as they wanted by the
British War Transport Board,19 yet they did not do so, and
explained to the Scindia Company that it was impossible to
'forecast' defence requirements and that they would

"endeavour' to release the two ships from requisition.‘?0

16. Ibid.; The Hindusthan Standard, 16 Nov. 1941 in
WH. Papers, £f1.45, NMML and M.A. Master to The Indian
Chamber of Commerce, 2 Nov. 1940, WH Papers, fl.61,
pt.I, NMML.

17. The Hindusthan Standard, 16 Nov. 1941, WH Papers, fl.
45, NMML and A.R. Mudaliar in reply to a question in
LAD,, 11 Nov. 1941, Vol. IV, p. 593. -

18.- The Hindusthan Standard, 16 Nov. 1941, WH Papers,
f1.45, NMML and The Scindia Co. in Walchand Diamond
Jubilee Commemoration Volume, 1942, WH Papers,
f1.75(a), NMML. :

19. 1Ibid.

20. A.R. Mudaliar in reply to a question in LAD,, 11 Nov.
1941, Vol. IV, p. 593.
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Subsequently, they declared that oﬁly one steamer could be
released.?l The Scindia's issued a statemenﬁ in mid-October
1941, to the effect, that they could wait for the release of
the second - ship, even till late January.22 But, the
Governmehﬁ made the presunptuous assumption that the
Scindia's, by their attitude in préésing for the relgase of
- a second ship, showed an unwillingness to participaﬁe'in the
tfade énd, hence, they (the Government) made alternative

arrangements fot the pilgrims23

-the Company chosen for the
. Jjob was, undoubtedly, the Mogul Line. The Government's
action came without allowing any time for the Scindia

24 vThe Commercé Member

Company to.give a reply in writing.
later admitted that the Company had, in fact, intimated,
subsequently, its willingness to accept the qualified

assurance proposed by the Government. 2> Yet, the case was

not reopened.

21. Ibid.;The Hindusthan Standard, 16 Nov. 1941, WH Papers,
£1.45, NMML.

22. 1Ibid.

23. Ibid.:and M.A. Master to Indian Chamber of Commerce, 2
Nov. 1940, WH Papers, fl.61, pt.I, NMML.

24. The Hindustan Standard, 16 Nov.1941, WH Papers,, fl.45,
: NMML.

25. Ibid. and The Scindia Co. in Walchand Diamond Jubilee
Commemoration Volume, 1942, WH Papers, fl.75(a), NMML.
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Onde.thejﬁégﬁl Line resumed its operations in complete
monopoly, the Government seemed to forget their
disinterestedness in rising operational costs ( which the
Scindia's had referred to ) in the previous season and came
up with an ingenious explanation, for offering subsidies to
the Mogﬁl Liné, by stating in a communique issued on 31
October 1940, that"... for the current'year, His Majesty's
Gerrhment and.the Government of India have decidgd to nmeet
a cqﬁsiderable part of the extra cost of voyages resulting
from war conditions and therefore, it has been possible to
keep the fares to be’éharged to pilgrim at a 1level much

lower than actual costs would justify".26

as referred to earlier, the Mogul Line had announced
that ‘fares would not be raised even if competition ceased.
but during the 1940/41 season, with the Government's
permission, - it succeeded in raising to Rs.195/- the return
deck passage fare between Bombay and Jedda?7 iﬁ contrast
with the earlier fare of Rs.121/ in peace times - an
increase of 15%. In addition, the subsidy to be paid by the
Goverﬁment was also contribﬁted as part of the cost.of war-
risk insurance as also an& expenditure arising out of delays

T ———— G — — - — . —— " ——— — e —

26. M.A. Master to Indian Chamber of Commerce, 2 Nov. 1940,
WH Papers, fl.61. pt.I, NMML and Scindia Co. Note, 19
Mar. 1921, WH Papers, fl. 61, pt.I, NMML.

27. Ibid.
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to ships.zg_ out of a total subsidy of Rs.4,50,000, His
Majesty's Government had to bear two thirds, leaving the
rest to be borne by the Government of India.29 This came
to a subsidy of around Rs.88 per passenger for that season,
as 5,062 passengers had been carried by the Line. Moreover,
the Line saved Rs.7.10 p per pilgrim owing to reduction in
‘the Jedda Sanitary Dues payable by the Shipping Companies.30

Therefore, the actual rate per passenger, as obtained by the
Mogul Line, was Rs.290.10 p which meant an iﬁérease of over
140% over the pfe~war period:31 Seeing the amount of subsidy
through which the Mogul‘Line prospered, after the Scindia
Company _had beeﬁ booted out of the routes despite popular
suppoft for its continuance, it is not difficult to conclude
that the Government followed-a very 'discriminatory’ policy
entirely against Indian interests. The Scindia's efforts in

the Haj traffic route came a 'cropper' because colonialism

could not tolerate indigenous competition against its own!

As far as the Tripartite Agreement (due to expire on 31

December = 1939) was concerned, the Scindia's cbnveyed their

—— — —— - - —— - ——— Y —— W ————

28. Ibid.

29. MA Master to Indian Chamber of Commerce, 2 Nov. 1940,
WH Papers, fl.61, pt.I, NMML. -

30. Ibid.
31. Ibid.

108



intentions of giving notice ( six months‘priof to its expiry
as per the terms of the Agreement ) to terminate 1it, in

order to secure better terms, for they had had to pay a

heavy price by agreeing not to enter the overseas trade. 32

Therefore, they urged His Excellency, the Viceroy to
intervene in order to help them in obtaining a better

deal. 33 - Correspondence with the Commerce Member was entered

into in order to secure a revision of the Agreement.34

Unfortunately, official sources felt that the revision of

the . T:ipartite_Agreemént was 'not an urgent' matter' given
the -ekisting circumstances of international hostilities.3?

In 1938, the Viceroy had stated that it was difficult to

accede to their request.35

32. WH to Linlithgow, 11 June 1938 and M. Slade (ICS) to
J.G. Laithwaite, 16 June 1938, Comm. Dept., GOI, £1.20
MI(7)/38 pt-B, NAI; Bombay Chronicle, 30 July 1939 and
M.A. Master to WH, 9 Feb.1939, WH Papers, f1.602, pt.1,
-NMML. '

33. WH to Linlithgow, 11 June 1938, Comm.Dept., GOI, £f1.20
MI (7)/38, pt.B, NAI.

34. M.A. Master to N.R. Pillai, 30 Mar. 1940, WH Papers,
f1.608, pt.I, NMML.

35. Linlithgow to WH, 23 June 1938, Comm. Dept., GOI,
£f1.20.MI (7)/38, pt.B, NAI and Telegram from Commerce

Dept. to WH, 26 Mar. 1940, WH Papers, fl. 602, pt.II,
NMML.

36. Linlithgow to WH, 23 June 1938, Comm. Dept.,GOI, f1.20
MI(7)/38, pt.B, NAI.
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In suﬁ, this was another obstacle to the development of
Indian Shipping. What the Scindia's wanted was that they
shéuld have 50% of the entiré coastal trade of India, Burma
and Ceylon, both in passengers, mail and cargo (including
salt and coal), that the restrictions on entering the
ovefseas tréde should be removed and the Scindia's alldtted
a share of 50% both in passenger and cargb trafficv in the
adjacéntltrades between India and the Persian Gulf,'.Africa,
the St:éits, as well as, the Haj traffic, plus reasonable
quotas in the passenger and cargo traffic in the India-Japan

37

and India-U.K. Continent trade. They wanted a five year

agreement upto 31 December 1944, terminable by a previous

notice of six months.38

The B.I. Co. was not prepared to accept the terms put
up by the Scindia's. They came up with terms of their own.

These were quite unreasonable. First and foremost, they

stipulated that the period of the agreement should extend

.upto twenty years.39 The coastal trade quotas were to be
37. ‘sScindia Company's Proposals for a renewal of the
' Tripartite Agreement, Statement A', no date,

" L/E/9/912,India Office Library and Records; Minutes of
interview between M.A. Master and A.R. Mudaliar, 19 May
1941, WH Papers, fl1.608, pt.I, NMML and Interview
between WH and Lord Wavell 7 July 1944, WH Papers,
f1.618, pt.I, NMML.

38. Ibid.
39. Terms authorised by the Boards of the B.I. Co. and of

the Asiatic Co., Statement B, 6 July 1939 L/E/9/912,
India Office Library and Records
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45% only and only cargo traffic was to be allowed in the

40 In addition, participation by

Indo-Japanese trade.
another 1Indian- Company in the trades covered by the
Tripartite Agreement was to be provided out of the Scindia

41 p qualifying feature was that it was

Company's quotas.
necessary for a settlement of the Bombay Steam Navigation
_Company'é dispﬁte (regarding rate war on the Konkan coast)
before the terms of thg’Agreement,éame into. opération.42
Not surprisingly,: the negotiations failed. Towards the end .
- of 1940, the Government, in a letter to Walchand regarding
revision >of the Tripartite Agreement, pointed'oﬁt that it
.Wwas "very difficult to expect British Shipping companies at
that time to come to an agreement as to what should be the
position at the end of the war..... Inspite of this factor,
the Commerce Member, is in communicétion with the principals
of the British Shipping Companies in England and.... await
their reply......“43 The Scindia's had thus to dig in their

heels and wait for a reply, which did not come till the

middle of 1944. The Government kept on dithering, using the

40. Ibid.
41, Ibid.
42. Ibid. and Bombay Chronicle, 11 Aug. 1939. The Bombay

Steam had an European Managing Agency: Messrs. Killick
Nixon and Co. S

43. Interview between WH and Lord Wavell, Viceroy of India,
-7 July 1944, WH Papers, fl. 618, pt.I, NMML.
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 excuse of the_exigencies of the " 'international situation','
especially in view of indications from the B.I. Co. that
they were not preparéd to accept the Scindia proposals.44'
Negotiations with the B.I. Co. having broken down and having

hoped that the Government would help then, this was,

instead, the answer they received.

vWaléhand agréed to allow the Tripartite Agreément to
coﬁe inﬁo force after the war was over, although hé wanted
to arrive at an agreement earlier in order to know 'where
the Scindia‘s stood'.45 Throughout this period, the Company
suffered in many ways. In 1942, the Company lpsf its ehtire_
Burma trade ( a trade which had been the basis ‘of the
Tripartite Agreement) and the B.I. Co. Co. was not prepared

to allow them to berth their steamers on these ({.e., the

Burma trade) routes but to hand over their steamers as
46

charters - an insulting proposition after being driven out
of the trade! While British Shipping continued to dominate
. this coastal trade and make as much money as it could, the

. Scindia Company's overseas participation was virtually nil

44. 1Interview between M.A. Master and R. Mudaliar, 19 May
1941, WH. Paper, f1.608, pt.I, NMML.

45. Ibid.

46. M.A. Master to R. Mudaliar, 13 Mar. 1942, WH Papers,
f1. 613, pt.I, NMML.
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and even the negligible extent to which it was engaged was
‘always in danger, especially when the Mogul Line dumped its
tonnége in order to prevent a single berthing of the Scindia
Company for the Red Sea Ports and therefore the latter could

not obtain fresh cargo. 47

The Scindia Co. was forced in 1942 to agree to a rate
of-Rs.22/- net on rice fr§m Karachi to Ceylon - a rate which
fhe B.I. Co. and the Asiatic Companies had laid down as
suitablé for them.4é The carriage of rice to Colombo from
.Karéchi had. been virtually_promised’to'the Scindia' Company
sy the Commerce Member, yet the BritiSh Ministfy of War.
Transport inquired of different Lines carrying Cargo on this
route and allowed certain 'syndicates' to make shipments
from Karachi to Colombo.%? The Scindia's, in 1942, fell
behind in the cérriage of their allotted quota of the
coastal trade according to the terms of the existing
Tripartite Rgreement, whilé-the Asiatic Steam Navigation Co.

and the B.I.S.N. Co. carried tonnage in excess. of their

respective shares of quota carryings. This was due to the

47. Interview of G.L. Mehta with R. Mudaliar, 25 April
1942, WH Papers, f1.613, pt.I, NMML.

48. M.A. Master to N.R. Pillai. Additional Secretary to the-
GOI, Dept. of Commerce, 29 Apr. 1942, WH Papers, fl.
- 613, pt.I, NMML.

49. Ibid.
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fact that the two British companies were allocéted steamérs
by the Ministry of War Transport and the Scindia Company,
instead of being aided in any such manner, suffered from the
requisition of a large number of vessels by the Government
for War purposes.50 The Governﬁeni, in addition, had the
gall to claim that they were looking after the "rights of

" the Company quite well", 51

Seeing fhat tﬁey were, literally, between the devii and
the deep sea, the Scindia's had decided to modify their
original proposals _by-not being - rigid regarding shares.
They agreed to., in thé case of cdastal' trade, consider
adjustment . on certain Lines, not strictly on a fifty—fifty
basis, against compensation elsewhere on the coast. They
wére prepéred to drop demands of share on the
Karachi/Persian Gulf, Rangoon/Singapore and Madras/Singapore
routes. with regard to distant trades, their original
proposal.vwas modified to refer to ‘'passenger and cargo
traffic between Bombay and four or five French and 1Italian
ports and they agreed to restrict themselves to cargo
traffic in the Indo-Japanese Trade. All these bconditions
were to be laid down in an agfeement lasting for ten

- — - —— T — - ——— . e — A P

50. Answer to a query by K.C. Neogy in LAD,, 12 Aug. 1943,
Vol III, p. 644.

51. Ibid., p. 645.
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years.?2 Moreover, they declared that they had asked for a
50% qudta_ as, in the event of any other Indian Company
participating in the trades covered by the Tripartite
Agreement, their share was to be allotted out of the Scindia
share.'53 To all events and purposes the Scindia proposals
were quite modest. But the B.I.S. N.Co., with their ‘great
financial clout,offered crumbs which would increase Indian

" share in the coastal trade by‘Iess than 2%, that is, from 23

% to about 259 54 Furthermore, they declined to givé the

- Scindia's any increased share of passenger and mail services

on the éoast and also went on to state that they would not
place any hindraﬁce on the Scindia Company's entfy into the
Indo-Continental . passenger and Indo-Japanese passenger
trade, but that would be subject to the agreement of

Italian, German and other British and non-British Lines.?2

The spectre of rate-wars, therefore, loomed large 1in

52. ‘Modifications in tge original proposals by the
Scindia's, Statement C., no date, L/E/9/912 India Office
Library and Records and WH to R. Haddow (BISN Co.) 3
Aug 1944, MAM Paper, £f1.137, NMML.

53. Bombay Chronicle, 30 July 1939.

54. Bombay Chronicle, 2 Aug. 1939.

55. R. Haddow to WH, 24 Aug. 1944, MAM Papers, fl. 137,
NMML; Bombay Chronicle, 2 Aug 1939 and The final
proposals of the BISN to WH, no date, L/E/9/912, 1India
Office Library and Records. .
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the event of such an agréemént. Moreover, the clauses,
pertaining to the share of Indian Companies desiring to
participate in thé trade covered by the AgreementAjto be
adjustad with the Scindia quotas, the satisfactory solution.
of fhe Bombay Steam dispute ( for it was a Company with
- European influence as 1its managing Agents were Messrs.
Killick Nixon and Co. ) and a stipulated period of 20 .years
faf the operation of Agreement/were mehanged.56 " on no
account were the Scindia's wiliing to accept such arbitrary
condiéions. Therefore, there was no rersed Agreemént57 due

to the implacable attitude of the Government of India and

the British shipping interests.

This, paradoxically, seemed to be the exact antithesis
of what the Imperial Shipping Committee had published in its
Rebort on Empire Shipping in 1939. The Committee recognised
the Jjustice of thé claim for expansion put forward by the
Indian shipping industry»and admitted that India should
have a larQer share in the coastal trade at that fime. The
Committee also had high praise for the vigorous management

and -efficient organisation of the Scindia Company and its

56. Ibid.

57. The Eastern Economist, 12 May 1950, p. 711 and The
Scindia Co. in Walchand Diamond Jubilee Commemoration
Volume, 1942, WH Papers, fl.75(a), NMML.

116



ability to leave the responsibility of a larger share in the

trade.58

But this did not carry weight with the Government,
despite ﬁhe spectacle of powerful csuntries, like Japan,
the U.S. and Britain themselves, displaying large mercantile
fleets. 1India was to be denied this even after Zafrullah

Khan had admitted in 1939 that the share of the Indians in

overseas trade was veryvsmall.59

Around the-closing years of the thirties, a severe rate
war was seen on the Konkan coast between the Bombay Stsam
Navigation Company with its European agents, 6n the one hand
and- the _Iﬁdian Cooperative Steam Navigation Company
(established arddnd 1910) andvthe Ratnagar Steam Navigation
Company (established 1936) ; both subs@diaries of the Scindia
Co., on the other. Each side accused the other of having
started the rate war. In a'pro—Bombay S.N.Co. 'article in The

Times of India, dated 24 June 1939, it was sought to.

‘demonstrate that the Bombay Steam Navigation Company had
been a pioneer concern, engaged in the shipping trade on the
Western coast for the bast seventy years, and 1instead it
were the iate entvants like the Indian Cooperative and the

58. Bombay Chronicle, 11 Aug. 1939; LAD, 3 April' 1939,
Vol.IV, p. 3200 and K.V. Hariharan (ed.), So I ...
Writings of M.A. Master, Vol.I, p. 291.

59. Zafrullah Khan in LAD,, 6 April 1939, Vol.1l, pp.3427-
28. :
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Ratnagar companies which had sought to dislodge leaders the
'éombay Steam Navigation Company.60 But the Scindia Company
pointed out the erroré in such an allegationbystating that
the Bombay Steam had indulged in a severe rate war in the
year 1922 and 1923 against the 1Indian Cooperative.61
Moreover, the two Indian Companies had already conceded that
they would not ply their ships beyond Paﬁjim, thus 1leaving
the Afield free for Bombay Steam in all it;-other trades. ©2
Yet; the Bombay Steam wouid not tdlerate anything less than
a monqpoiy for itself.®3 Hence, the rate wars continued.'The
Federétion of Indian Chambers of Commerce and Industry .was

among many concerned parties, exhorting the Government to
take effective steps in order to stop the fate wars on the

Konkan coast traffic.®4

The Government, perforce, enquired
~of both the sides as to whether they were willing to

arbitrate.65

- ———— ———— — ——— — ——— ——— - —————— o~ - ———

1

60. The Times of India, 24 June 1939.

61. The Times of India, 27 June 1939.

62. Ibid.

63. Statement of Jamshed N.R. Mehta, Pres. of FICCI at the
Twelth Annual General Meeting of the Federation. 8
April 1939, WH Papers, fl. 590, NMML.

64. Statement and Pronouncements by the Scindia Co.,1939,
WH Papers, f1.590, NMML; The Times of India, 27 June
1939; Zafrullah in a reply in LAD, 3 Apr. 1939, Vol.IV,
p.3209 and Bombay Chronicle, 27 Apr. 1938.

65. The Times of India, 24 June 1939.
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The problem assumed‘a piquant néte, as the Bombay Steam
Navigation Company had 85% of its capital held by Indians,
with five 1Indian directors’out of a Board of _seven.66- Oon
this note, the criticism levelled against the Scindia's was
that they . wefe playing upon "patriotic' motives to get

control of another Indian firm.67

The Scindia's, on their
part, maintained that their concept of a Swadeéhi company
wés, 6ne_.in which, as defined by Gandhiji, the ownership,
control and management was 100% _Indian.68 The Indian
Cooperative and Ratnagar Steam Navigation Companies suggested
£Q,the Government the name of Sardar Vallabhbai Patel as an
arbitrator:; acceptable to them;69 The Bombay Steam for a
long time did not deign to make agreply as to whether they
had any objection to the choice of the other two companies

70

regarding an arbitrator and continued with their rate

wars.71

66. Ibid.

67. The Times of India, 27 June 1939 and WH to the Scindia
Co., 24 Mar. 1938, WH Papers, fl. 602, pt.I, NMML.

68. The Times of India, 27 June 1939.
69. Ibid.

70. The Times of India, 27 June 1939.

71. Ibid.
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Meanwhile, tﬁe shareholders in the Bombay Steam
Navigation Co., who were ﬁredominantly Indian,were getting
reétless,' due to fluctuating. incomes as a result of the
rate wars and aéked their Indian Directors “whether the
"present attitude adopted by the Bombay Steam was in the
interest of' hational shipping or was for preserving the
prestige of an_Englisﬁ fairm managing that concern/72 The
Scindia's were also worried that this problem ' would
interfere‘ with the revision of the Tripartite- Agreement.73
This was proved to be true, as the B.I. S.N.Co. announced
that the settlement of this issue was a pre condition to the
signingiof avfresh agreement,74 Finally the Indian majority
in the.Bdmbay Steam Névigation Co. felt that it was better
to come to terms with Walchand and at the Annual General
Meeting of the Company on December 20 1939, it was resolved
to give the Company's Managing Agency to the Scindia’ co.”d
The rate wars, thus, came to an end. It can be said of the

Scindia Co., that, in this matter, they were, from the very

i ——— —— —— T - ks G ———— - —————

72. WH to G.D. Birla, 15 Oct. 1938 and 4 Nov. 1938, WH
Papers, £f1.590, NMML.

73. WH to G.D.Birla, 25 Nov. 1938, WH Papers,, fl. 590,
NMML.

74. Terms authorised by the Boards of the B.I. Co., and of
the Asiatic Co., Statement B, L/E/9/912, India Office
Library and Records and Bombay Chronicle, 11 Aug. 1939.

- 75. G.D. Khanolkar, op.cit., pp.298-99.
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beginning, hell bent on taking over the Bombay Steam which,

to certain extent, was an Indian Company.

Faced with the constant hostility of one of the world's
most powerful shipping combinés (i.e. the British Shipping-
interests), the Scindia's could not afford competition at
its  own backdoof through smaller companies, as well. For

their very survival, the Scipdia's needed a firm control, if

‘not near monopoly, over Indian shipping interests in order

to be able to provide effective resistance to the British

interests.

Reverting back to the scenario  in connection with
coastal reservation, a Bill for the Control of Traffic was
introduced for the fourth vtime in ﬁhe Assembly on 18
February 1939. This time the Bill was introduced by Sami
Venkatachelam Sheﬁty.76 This Bill did not make any progress
and, thereafter , died a natural death. Indian commercial
associatiohs, ‘as  well as individuals constantly. rued the
fact that the Indian Mercantile Marine continued to be

undeveloped77 and pulled up the Government for not securing

76. LAD,, 18 Feb. 1939, Vol.II, p.1119.

77. Indian Chamber of Commerce, Calcutta to The Secretary
National Planning Commission, 3 June 1939, WH Papers,
fl.41, pt.II, NMML; K.V.Hariharan (ed.), So
I....writings of MA Master, Vol.II, p.502; FICCI
Resolution, 30 Mar. 1940, WH Papers, fl.611, pt.II,
NMML and Bombay Chronicle 7 Apr. 1941.
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for national shipping a substantial participation in India's
coastal and overseas trades.’® The Government was castigated
for its attitude on progressive Bills ,like Haji's Bill and

Ghaznavi's Bill ,in connection with the coastal trade.’?

That 1Indian shipping was under developed 1is evident
from the fact that, in 1944, the country's share in the
, coéstai‘ trade (which after the separation if Burma. had a
" total value of Rs.87 crores) did not exceed 25% of the
total, while the share.in the oceaﬁic trade stood at the
_ ridicuiously insignificant feature  of 3%.80 | The
corresponding figures for Britain were79% in thevformer' and
66% in the latter.S8l India's total gross tonnage in 1940 was
1,31,748 only while that of England exceeded 17,891,000
gross tons.82 The picture was deplorable. Even the Imperial
Shipping Committee's Repor? on British Shipping in the

Oorient (1932), which recognised Indian aspirations to a

78. FICCI Resolution, 30 Mar. 1940, WH Papers, fl. 611
pt.II, NMML Bombay Chronicle, 7 Apr. 1941.

79. Ananda Bazar Patrika, (a translation), 21 June 1941, WH
Papers, fl. 610 pt.I, NMML.

80. 1Indian Chamber of Commerce, Calcutta to the Secretary,
National Planning Commission, 3 June 1939, WH Papers,
fl1.41, pt.II, NMML and The Eastern Economist, 1 Sept.
1944, p. 250. '

81. 1Ibid.
82. Ibid.
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greater share'in shipping operations,elicited no response
from the Government.83 Other countries in the world 1like
Italy; with a fraction of India's trade,.had a Mercantile
Marine thirteen times as much. As far as tonnage owned by
the U.S. was concerned, the figure_for 1944 was ‘30,000,000
gross tons. For the U.S., it was an increase of about three
times over their pre—Warr tonnage?4 ‘Simultaneously, gfoss
Indian tonnage t1?32,000 gr&ss tons) coﬁprised bnly 0.24% of
the world éotal. Yét, the Government did nothing to de?elop
the indigenous shipping indﬁstry for.their mother country
was beset with probleﬁs{@their ponnage.falling dfastically
(in proportion to world figures ) during the Wars. In 191@
‘,U.K. owned nearly 42% of wdrld Shipping and in 1918, only
34%. This plummetted to 26% in the inter-wWar period reaching
a low of 18% (out of 77 miliion tons of world tonnage in
1945). Therefore, they disliked giving any concessions to
the Indians.86 In fact, they admitted that they had made no

83. Zafrullah Khan in-a reply in LAD, 3 Apr. 1939, Vol.IV,
p.3200; Bombay Chronicle, 11 Aug. 1939 and K.V.
Hariharan (ed.), So I rest...... ee-... of M.A. Master,
Vol.I, p.291.

84. Journal of Commerce, 27 July 1944, MAM Papers, fl.156,
NMML.

85. Scindia Co. Note, 3 June 1944, WH Papers, fl. 617, NMML
and Lloyds List and Shipping Gazette, 9 Dec. 1944, WH
Papers, fl. 618 pt.II, NMML.

86. The Eastern Economist, 28 June 1946, p. 1905.
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representation to the British Government for furthering the
cause of Indian shipping as part of the Indo-British Trade
Agreement.87 WheneQer the Government took any steps to solve
shipping problems, the result was always a foregone
conclusion -the problems'cbntinued to remain. In July 1939,
the Government convened a conference at Shimla in order to
solve; the problems plaguing shipping.gs They had ignored
the.'Scindia Company'sirequést for calling it eérlier, as
their Chairman was to leaveifbr England in June. The
confefence was qalled after Mr. Waichand Hirachand depatted
'on_ < 10 June;' with invitations being issued on - - 11
June.8? Not only was the Scindia Co. unrepresented, but
purely Indian companies, like the Bengal Burma Co. and
others were not invited.?? The Conference, therefore, ended
in a fiasco. The Government, which was so concerned about
national shipping and recognised the fact that Indians had
not .been allowed to handle more than one and one-fifth of
the entire coastal trade of 1India, Burmé and Ceylon,
"accepted" ﬁheir responsibility to “help' shipping  in
87. See LAD, 24 Mar. 1939, Vol. III, p.2686.

88. Bombay Chronicle, 31 July 1939, and Amrita Bazar
Patrika, 28 July 1939.

89. Ibid. and Cable from WH to M.A. Master, 2 Aug. 1939,
MAM Papers, fl. 137, NMML.

90. Ibid.
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making substanfial progress._Thié_étatement was made by the
Indian Commerce Member, R.Mudaliar in 1940. 21 1t is quite
possible that his sympathy 1lay with the Indiaﬁs but , being
just a part of the coloniai stfucture, he could not be
expeéted to wrought miracles by contravening the dictates

of colonial policy.

in 11940, a Notification was issued by the Government,
ﬁwhicﬁ restricted ships on the Indian Register from moving
out of>the Coastal limits of India, Bufma:and Ceylon until,
and unless, they obtained a licence from theu Government?2,
Thié. was protested against, as if was downright
discrimination against Indian shipping; for British ships
were free 1in this réspect to ply wherever they wished,
although the Government insisted that ships on the British
Register were under the complete control of the Government
of U.K.?3 It is easy to conclude, that they would no£ have
been restricted by a Government which helped them even in
securing tonnage during the Wwar.

91. Statement of R. Mudaliar, 30 Mar. 1940, WH Papers,
£1.611, pt.II, NMML. :

92. A.R. Mudaliar in LAD,, 20 Feb. 1941, Vol.II, p.690 and
Interview between G.L.Mehta and A.R. Mudaliar, 25 May

© 1942 and Indian Chamber of Commerce, Calcutta - A Note;

9 June 1942, WH Papers, f1.613, pt.I, NMML.

93. Ibid. and Free Press Journal, 17 Sept. 1943, WH Papers,
fl1.616, NMML. Indian Shipping Companies 1like The
Scindia Co., The Merchant S.N. Co., The Malabar
Steamship Co. and others protested against this to the
Commerce Member.
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In 1940, tﬁe Scindia's were pulled up by the Conference
for asking for a rate increase on the Burma-India trade.%4
Alﬁhough the Government and the :representatives -of the
British Ministry of Shipping in India were quite aware of
the fact that British ships were alreadyl charging high
rates to places like Colombo, they (the Conference) were
adamant about not -acéepting the Scindia proposal of an

increase of Rs. 5/- net in the basic rate.?5 The scindia's

were; thus, thwarted in their efforts towards devélopment.

In 1944, the Sqindia's-sounded'out the Cbmmerce Member,
R. Mudalia:, regarding financial help for shipping.96 The
latter being quite aware, that Governmental policy would not
permit it, evaded giving an answer.?’ Upto 1940, the figures

reléting to shipping and aid to it were as follows:

94. Note of meeting between Pandya and Messrs. Brown,
Haddow and Hogg, 8 Apr. 1940, WH Papers, fl. 609, NMML.

95. Ibid.

96. M.A. Master to WH, 9 March 1944, WH Papers, fl.617,
NMML.

97. Ibid.
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UK. (%) INDIA %
92.8 INTER EMPIRE TRADE NIL
47.5 FOREIGN TRADE OF THE EMPIRE NIL
12.0 TRADE BETWEEN FOREIGN COUNTRIES NIL
93.1 COASTAL TRADE . 25.6

- ——————— ] ————— — ———————————— - A —— T — A P G B e - ——— ———— - t——

S S ————— T — . ————— G O G — ————— L G . ————— D G D A W —————

(a) SUBSIDY GRANTED
333,698 LINER SHIPPING (1924-1928) NIL

4002,183 TRAMP SHIPPING (1935/36) NIL
(b) PROPOSED SUBSIDY

10,000,000 LINER SHIPPING NIL

13,750,000 TRAMP SHIPPING : - NIL
"5,113,150 (c) INSURANCE RISK COVERED (1938-40) NIL
2,000,000 (d) MERCHANT SHIPPING RESERVE NIL

- — ———————— . - ——— ————— " W\ e W W T e = h TS W W R G G e e e G GED YD S G GEn g . - — — — — - -

Source:  SPEECH DELIVERED BY SIR BADRIDAS GOENKA, PRESIDENT
OF THE INDIAN CHAMBER OF COMMERCE, CALLUTTA, = 23 .
MAY 1941,WH PAPERS, f1.6W, PT.II, NMML AND MAM
PAPERS, fl.26, NMML.
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In 1946, when independence did not éeen to be such a
distant goal, the Scindia's took heart and made a
-representation to the Minister of Commerce, C. H. Bhabha,
that 1Indian shipping was the only industry which had not
receivéd any help from the Government.gg At long, last the
Government woke up to the possibility of allowing national
shipping to enter into the,bverseaé‘ trade and in this
:conneétion-entered into consultations with the Government of
Britain 99 The Scindia's were happy that fhe wheels of
'{3bureaucracy wefe actually moving at iong last..Suéh a move
by thevaovernment was possibly a reéognitionlﬁf the fact

that the time had come when dilatory tactiCS'would not work.

The discrimination against Dufferin cadets in the
matter of employment continued in this period also. On the
one hand, the Scindia‘'s had absorbed 54% of the trained ex-

cadets of the Dufferin into their Compahy100 while, on the

A — - > T W —— - — - —— - — = —

98. M.A. Master to C.H. Bhabha, 29 June 1946, WH Papers,
f1. 620, NMML. '

99. Speech. by WH at the Extraordinary General Meeting of
the shareholders of the Company, 5 Mar.: 1946, WH
Papers, f1.620, NMML.

100. "The Scindia Co.' in Walchand Diamond Jubilee
Commemoration Volume, 1942, WH Papers,, fl.75(a), NMML;
G.D. Birla on the occasion of the Annual Prize Day
Function of Dufferin, Dec. 1940, WH Papers, fl. 89,
pt.1, NMML and K.R.S. Captaln,Pre51dent Dufferin Old
Cadets AssociationtG.L. Mehta, 26 June 1946, WH Papers,
£f1.46, NMML.
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other, European companies showed the samé - lackadaisical
attitude in employing them as they had earlier and were
criticised for it, to no avail.101 Moreover, even in the
matter of recruitment to the Royal Indian Navy, the
President of the Dufferin 0ld Cadet's Association alleged
that they faced racial discrimination and colour prejudice
~with the Navy recruiting European Merchant Navy officers

out of the Royal Indian Navy Reserve (consisting mainly
of Indian officers) onlyvtwo wefe admitted out of forty‘nine
vacancies in two years 102 ye was grateful to the Scindia
Company's efforts in abéorbing Duffedin cadets.1903 Thus, the
Scindia's did a lot for'fostering Indian enterprise and in
the employment of Indians into their Company, when - the

Government was doing nothing in this direction.

The Government raised a storm of protest in the
country byv appointing Europeans in key positiors, in
éonnection with shipping in India. The appointment of Sir
' George Campbell as the Shipping Controller for India, in

101. Messrs. Turner, Morrison and Co. Ltd to the Governing
Body, IMMTS Dufferin, 19 Feb. 1940, WH Papers, fl.46,
NMML and Sir Purushottam Das Thakurdas on the occasion
of the Annual Prize Day Function of Dufferin, December
1939, WH Papers,, f1.89 pt.I, NMML.

102. K.R.S. Captain to G.L. Mehta, 25 June 1946, WH Papers,
f1.46, NMML.

103. Ibid.
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1939, evoked intense oppoéition, as he was knbwn to have
previous connectibns with leading British interests. An
appointee of this nature could not, but, fail to harﬁ
national interests.l9% The appointment of another European
as the Indién‘Shipping Advisor in 1942 was, literally a slap
in the face of Indian aspirants. This position to which
Capt. H.L. Davies was appointed was very important.as he had
to éoqrdinaté‘ the use of ships based in India, so as to
ensure, as far as Vpossible( that ‘the duty of meeting
défence requirements was shared impartially among the
compéniés concerned, that each Company was able to cérry its
alloftéd Aquota of its coastal trade requirements and that
this was utilised most effectively for dealing with India's
exports.105 Yet, the Scindia's were short by 56,308 tons in
the rice carrying trade of Burma.l9® The 1Indian Shippiﬁg
Advisbr was, moreover, subordinate to the Government of
India in respect to ships on the Indian Register and to the

Shipping controller in connection with ships on the British

104. Bombay Chronicle, 14 Sept. 1943; Master to Pillai, 16
Sept.1943, WH Papers, fl1.616, NMML; Scindia Co. to The
Additional Secretary, to the Government of India, Dept.
of Commerce, 29 Aug. 1940, WH Papers, fl.61, pt.I, NMML:;
The Indian Merchants Chamber to the Secretary, FICCI,
19 March 1941, WH Papers, fl.61, pt.I, NMML and The
Hindu, 25 Nov.1938, WH Papers, fl.45, NMML.

105. Government of India, Department of Commerce to Scindia
. Co., 20 Aug. 1940, WH Papers, fl1.61, pt.I, NMML.

106. The Scindia Co., 21 July 1943, WH Papers, fl1.614,
pt.II, NMML.
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Registerilo7 In this coterie of'Europeans, national shipping
could not hope to survive. Indian .commercial bodies
strongly protested against the nomination of European as
Shipping Advisors and on Shipping Advisory Committees ;108
withhﬁ. Collinson having been appointed as Assistant Indian
Shipping Advisor.109 Ultimately; the constant pressure paid
. off with the appointment of Mr. J.P Mehta of thé Scindia Co.
as the Jéint Controller of Shipping in 1943.110 The poét of
Indian Shipping Advisor was abolished with. Captain' Davies
becoming the Controller. ‘Both were to direCtﬁ the, newiy
-ngbqugj:Department of Control 6f Shippiﬁg and were
responsible to fhe Commerce Departmeht of the Government of

India.111

Indian shipping was, thus, able to get this concession

1

- ——— ———— — - - - ——— ———— -

107. Council of State Debates, 29 Nov. 1940, WH Papers, fl.
610, pt.I, NMML and GOI, Department of Commerce to
Scindia Co., 20 Aug. 1940, WH Papers, fl.61, pt.I, NMML.

108. Bombay Chronicle, 14 Aug. 1943 and The Indian
Merchant's Chamber to The Secretary, FICCI; 19 Mar.
1941, WH papers, fl.61, pt.I, NMML.

109. M.A. Master to The Secretary, The Indian Merchants
Chamber, 5 Oct. 1942, WH Papers, fl. 614, pt.I, NMML.

.110. Free Press Journal, 23 Aug. 1943, WH Papers, fl.614,

pt.II, NMML, and M.A. Master to N.R. Pillai, 16 Sept.

1943, WH Papers, f1.616, NMML.

111. Free Press Journal, 23 Aug. 1943, WH Papers, fl.614,
pt.II, NMML. . .
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after constant struggles with the Government of India. This

industry grew despite the obstacles strewn across its path.

_.Reférring to other problems faced by Indian Shipping
interests, one of the most controversial policies of the
Government was that of the requisition of ships belonging to
shipping companies, for meeting defence requirements, as a
'result -éf the War. The first point of diss;tisfaction_ came
-due to the feeling that Indian shipping was not given' any
help whén it was'uin dire straits and, vyet, wheni the
‘Government required its ships, it would have to offer
whaﬁever,it had on a platter.112 Moreover, it was stated by
the Indian5 in * the Shipping Conference convened by the
Government in Shimla, in 1940,113 that the proposed
requisition would seriously affect the position of Ihdian
shipping in the future.l14 It was still in an infant stage

of development with only about 1 lakh tons of shipping as
115

112. The Scindia Co., 1in Walchand Diamond Jubilee
commemoration Vol., 1942, WH Papers, fl.75(a), NMML and
M.A. Master to S.J. Pandya, 7 Feb. 1941, WH Papers,
f1.611, pt.I, NMML.

113. A.R. Mudaliar to WH, 31 May 1940, WH Papers, fl. 608,
pt.I, NMML.

114. The Scindia Co., a Note, 21 July 1943, WH Papers, fl.
618, pt.I, NMML. :

115. The Scindia Co., in Walchand Diamond ... Volume, 1942,

WH Papers, fl.75(a), NMML -and M.A. Master to S.J.
Pandya, 7 Feb.1941, WH Papers, fl.611, pt.1,NMML.
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The adhoc policy of the Government in requisitioning
Indian ships created major problems.116 Almost all the small
ships and . a substantial portion of the largé Indian ships
owned by Indian nationals were takeh by the Government,
leaving a number of Briﬁishﬁships on the British Register
to carry on in the coastal trade. This differential
treatment was meted out especially after an order,
ostensibiy on thé _gfound of ensuring the best possiblé
utilisation of 1Indian shipping, was promulgated, in 1943,
taking full control over Indian shipping.117 Indian shipping
companies protested against this discrimination and could
not see why ships on the British Register plying the Indian
coastal - trade were exempted from the order. 118 Moreover,

there was no evidence to show that Indian ships were not

- — - ——— - ————— ———— — - ——— o ——

116. The 1Indian Merchants Chamber to The Secretary, The
FICCI, 19 Mar. 1941, WH Papers, fl1.61, pt.I, NMML and
Secretary, Indian Chamber of Commerce to The Secretary
to The Dept. of Commerce, WH Papers, f1.70, NMML.

117. Presidential address of M.L. Shah at the Second
Quarterly General Meeting The Indian Chamber of
Commerce, Sept. 1943, WH Papers, fl. 70, NMML and the
Secretary of The Indian Chamber Commerce to the
Secretary to the GOI, Dept. of Commerce, 25 Sept. 1943,
WH Papers,, f1.70, NMML and A.R. Mudaliar in an answer
to a query by A.C. Dutta in LAD,, 3 Mar. 1941, Vol. II,
p.911. o

118. Presidential address of M.L. Shah at the Second

Quarterly General Meeting of the Indian Chamber of
Commerce, 18 Sept. 1943, WH Papers, fl. 70, NMML.
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being employed to their maximum capacity.119 The Government

remained unmoved.

Indian shipping services were completely thrown out of
gear due to the_policy of requisition. What made the policy
extremely unfair to Indian shipping interests was the fact
that nearly 75% of the Indian tonnage was requisitioned for
the carriage of men, maperials.and :munitions wifhinv two

years . of the warl20 and, simultaneously, allowed British

shipping to carry on commercial services along the coast.121

'The Indians found it difficult to stomach the complete
disorganisation = and disruption - of the Indo-Burma

trade,perforce, preventing the carriage of rice and food

122

stuffs from Burma into this country, where the crops in

——— — - ———————————— —— . — —— > ————

119. The Secretary of The Indian Chamber of Commerce to The
Secretary of the GOI, Dept. of Commerce, 25 Sept. 1943,
WH Papers, fl. 70, NMML and The Scindia Co. Note, 21
July 1943, WH Papers, fl1.618, pt.I, NMML.

120. Master to Kunzru, 22 Mar. 1941, WH Papers,, fl. 610.
pt.II, NMML; Scindia Co._. Note, no date, WH Papers, fl.
611, pt.I, NMML and question by K.C. Neogy in LAD, Mar.
1944, Vol.II, p.724.

121. M.A. Master to G.L. Mehta, 22 May 1942, WH Papers,
f1.613, pt.I, NMML and Conversation between Master and
N.R. Pillai, 27 Aug. 1942, WH Papers, fl. 613, pt.I
NMML.

122. Master to Kunzru, 22 Mar. 1941, WH Papers,, f£fl1l.610,
pt.II, NMML, Scindia Co., WH Papers, fl1.611 pt.I, NMML
and Speech delivered by Sir Badridas Goenka, President
at the First General Meeting of The Indian Chambers of
Commerce, 23 Mar. 1941, WH Papers, fl. 611, pt.I, NMML
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Bengal had already failed.l?3 Elsewhere in the world, import
of foodstuffs was considered to be a war measure but the
Government of India did not consider it necessary to release

ships for this purpose. 124

While the Scindia's kept on asking for the release of
their v_ships, the Government, instead, continued to:
requisifion additional ships. By 1943, only four to five
.ships on the Indian Register wereiléft on the free 1list.125
When thejGovernment'allowed the release of one ship of the
Scindiav Co. - (the Ei'Hind), in.1942, for carrying, in two
trips aléng with another ship of the .'Mogul Line', 5000
pilgrims -for the performance of the Haj, it was 'still an
. unfair measure as the Scindia ships,so released, had a far

smaller carrying capacity (only 900 pilgrims) than that of

—— - ———— - ——————— - " ———— - -

123. Master to Kunzru, 22 Mar. 1941, WH Papers,  fl. 610.
pt.II, NMML and Scindia Co. Note, no date, WH Papers,
fl1. 611, pt.I, NMML.

124. Ibid. and Interview between Master and A.R. Mudalia%,
21 Jan. 1941, WH Papers, fl. 611, pt.I, NMML. -

125. Free Press Journal, 14 Sept. 1943, WH Papers, fl.616,
NMML. Also Telegram from the Principal Oofficer,
Mercantile Marine Department, Bombay District, 11 Feb.
1941, Master to A.H. Ghuznavi, 12 Feb. 1941, Master to
A.R. Mudaliar, 11 and 13 Feb. 1941 and Extract from the
Memo.On War Time Financial Arrangement between His
Majesty's  Government and the British  shipowners
presented to Parliament, Aug 1940, WH Papers, fl.611,
pt.I, NMML.
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the ship belonging'to the Mogul Line.126 The Mogul Line Qas
at this time plying Six 6ut of their Seven ships for
commercial purposes.127 Thus, British shipé | prospered
carrying military stores along the coast as commercial
cargo128 while Indian companies éank deeper into a morass
created by the GoVérnment. As far as the Mogul Line Steamers
were concerned; the explanation éffered by the Commérce
Member for not requisitioniné any, or at any rate hot
requisitioning all of thenm ét the same time, w;s that
several of the Mogul Line SteamerS'Qere "not as suitable as
those of the Scindia Co.and thé£ they had been released in
order to carry Haj 'traffié - they were ‘also being
requisitionea and released from time to ﬁime as Government

requirements made it necessary.129 It is not difficult to

understand, why the Scindia's were not obtaining ‘the same

1

126. Interview between Master, N.R. Pillai and N.R. Sarkar,
Commerce Member, GOI, 27 Aug. 1942 and Conversation
between Master and N.R. Pillai, 27 Aug. 1942, WH
Papers, f1l.613, pt.I,NMML. -

127. Conversation between Master and Pillai; 27 Aug. 1942.
WH Papers, fl. 613 pt.I, NMML and Interview between
G.L. Mehta and A.R. Mudaliar, 25 May 1942, WH Papers,
fl. 613, pt.1, NMML.

128. Master to N.R. Pillai, 18 Dec. 1943, WH Papers, f1l.616,
NMML. .

129. Interview between G.L. Mehta and A. R. Mudaliar, 25 May
1942, WH Papers, fl. 613, pt.1l,NMML.
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concessions where the carriage of Haj traffic was concerned
when they were quite able to do so. The colonial structure
did not tolerate any competition against its own vested

interests, be it war or peace time!

Once the Lines had been requisitioned,.Indian shipping
sﬁffered_ more heavily as far as thequestion of hire and
compensation and loss of any ngsels Was cdncerned. in,1941,,
the position was such:that, the Britisﬁ Government had
settled.similar questionswithin six months of their taking
over: British Stéamers and in India, even after two -yéars,
the decision of the authorities was not known.l30 From 1941
onwards, the advance given to Indian companies fell far
below the actual amounts payable under the Liner Requisition
Schemne. In 1941, the shortagé for the ‘Scindia Co. was
around Rs. 2,73,655 per month on Steamers or nearly 40%
less than what was payable.13;AIn 1942, upto 30 June, the
total amount due to the Scindia Company was around Rs

132

47,00,000. Such problems regarding rates for - hire and

130. The Amrita Bazar Patrika, 24 Nov. 1941; Scindia Co. to
The Assistant Secretary to The GOI, Dept. of Commerce,
27 Feb.1941, WH Papers, fl.611, pt.1, NMML.

131. Master to WH, 27 Feb. 1941, WH Papers, fl. 611, pt.1,
NMML. :

132. Master to A.R. Mudaliar, 9 July 1942, WH Papers, fl.

613, pt. I,NMML and Master to Sarkar, 4 Sept. 1942, WH
Papers, fl. 614, pt.I, NMML.
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compensation continued upto 1944,133 thereby, severely

stunting the growth of Indian shipping companies.

British shipping interests were providéd with more than

rample tonnage by the British MiniStry of War Transport to
enable them to fulfil theif quota obligations .and tqf
maintain their position in the coastal and adjacent

trades. 134 The BISN Cb,_ was one .of 'such Lines that

beﬁefitted from this in Indial3® and, thus, succeeded-~in
perpetuating :its ﬁonopoly. ‘Moreover, from 1942 a
-'Replacement of Tonnagezscﬁeme' in U.K. (whereby companies,
which lost-shiés throuéh marine or war risks, were givenb an
opportunity to purchase ships built or to be built during

the War on Government account) greatly benefitted British

136

Companies. " Indian shipowners could not benefit from any

133. Master to A.R. Mudaliar, 6 July 1942, WH Papers,
+ fl.613, pt.I, NMML and M.A. Haque, Commerce Member, in
a reply in LAD, 1 Mar. 1944, Vol.II, p.724.

134. The Secretary of The Indian Chamber of Commerce to The
Secretary to The GOI, Dept. of Commerce, 25 Sept. 1943,
WH Papers, fl. 70, NMML and Narottam Morarjee and Co.
to Messrs.  Mackinon, Mackenzie and Co., Managing
Agents, The BISN. Co. Ltd, 27 Aug. 1943, WH Papers,
fl.616, NMML.

135. Ibid.

136. Government Plan for Replacement of Lost Tonnage
(London), May 1942, WH Papers, fl. 613, pt.I, NMML and
The Secretary, The Indian Chamber of Commerce to The
Secretary of the GOI, Dept. of Commerce, 25 Sept. 1943
WH Papers, fl. 70, NMML.
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such scheme and had problems relating to recompensation for
lost fonnage due to requisition.137 In addition, British
authorities increaeed the rete of depreciation granted to
British ships (on the original cost), from 4% in 1928
followed by 10% in 1932 and a further 10% in 1938.138 Even
this was not satisfactory to British interests who wanted a
depreciation allowance, not on tﬁe Vfirst cost but, on
probable replacement cost.13?2 and yef,’Indian pefitions for,
at least; 10% as a rate of deﬁreciatien on requisitioned
ships wasrnetuconsidered.l40 Therefore, the War'Years were
not kind té Indian Shipping, for the Governmert gobbled up
whatever little they had and did not spare a thought towards
offering them suitable compensation and concessions as they
did to British shipping.

The War years were, thus, very enlightening as far as
Governmental attitude was concerned. Therefore, Walchand did

137. Minutes of Interview between M.A. Master and A.R.
Mudaliar, 19 May 1941, WH .Papers, fl. 608, pt.I, NMML.

138. Master to R. Mudaliar, 28 Feb. 1941, WH Papers, fl.611,
pt.I, NMML.

139. Master te N.R. Sarkar, 9 Sept. 1942, WH Papers, fl.614,
pt.I, NMML and Bombay Chronicle, 7 Apr. 1941.

140. Master to N.R. Sarkar, 9 Sept. 1942, WH Papers, fl.
614, pt.I 29, NMML; Circular of Scindia Co., July 1941,
WH Papers, f1.612, pt.I, NMML. and Bombay Chronjcle, 7
Apr. 1941.
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not ‘put mﬁéhv store in thg much advertised Post-War
Reconstruction Plan.14l No fleet expansion was possible for
Indian shipping during thé'War and, in. fact, due to losses,
total Indiah tonnage fell to 1less than 100,000 gross

tons.142

In mid-l941, the Government of India had appointed a
Post~War Recbnstruction Committee, to consider Yarious vitai
matﬁers concerning economic and industrial problems of thé
country that were serlously affected as a result of the
repercussions of the Second World war.143 But, in respect of
shipping matters, no action was taken until about 1944,
Indian commercial bodies castigated the Government for not
formulating or communicating a.specific policy in connection
with the development of shipping in the post-War period.144

1

But from 1944 onwards, with Indépendence ~virtually a

141. Translation from Jugantar, 19 Dec. 1944, WH Papers,
fl1.622, pt.II, NMML. ' '

142. T.S. Sanjeeva Rao, A Short History of Modern Indian
Shipping, p. 136.

143. Ibid., p.136 and A.H. Maru, Indian Shipping Since
Independence, p.21.

144. Indian Chamber of Commerce Notes for discussions with
A.R. Mudaliar, Supply Member on 24 Dec. 1943 and
Muhammad Azizul Haque (Member of Commerce, Industries
and Civil Supplies) on 25 Dec. 1943, WH Papers, f1.70,
NMML and The Eastern Economist, 10 Dec. 1943, p.1061.
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foregone conclusion, some progress could be made. The
Scindia's drew the Government's attention.to the fact that
shipping and ship building did-not find any place in Post-
War Reconstruction Committeesf145 Only after this was a
Recdnstruction Policy Committee on Shipping reconstituted,
with the Government, for the first time, publicly admitting,
at the Committee's first meeting, that for a country of its
size, the length Qf'its coastLine'and.its strategic position
and being a part 6f one of the world's main sea-routes,
India possessed a;distressingly small number of deep sea
shipé, and this had been brough£ home; especially during the
stress of war time conditions; by‘her inability to transport
the necessary food supplies required by her.146 And, yet,
who but the Government was té be blamed for the existing

~state of affairs.

In such an unsatisfying situation as far as Indian

shippinq was concerned, the first meeting of the Policy

145. M.A. ‘Haque in reply in LlAD,, 14 Feb. 1945, Vol. I, p.
324; Master to WH, 18 Jan. 1944, WH Papers, fl. 617,
NMML and Interview of WH with Lord Wavell, The Viceroy
of India, WH Papers, fl. 618, pt.I, and MAM Papers,
£1.137, NMML.

146. The Amrita Bazar Patrika; 11 Dec.1944, The Star of
India, 8 Dec. 1944 and The Joint-Stock Companies
Journal, 30 Jan. 1945, WH Papers, f1.590, NMML; K.V.
Hariharan (ed.), So I Rest ...Writings and Speeches of
Master, Vol.I, P.292fﬁlhg Hindusthan Standard, 31 July
1945, WH Papers,, fl. 90, pt.II, NMML.
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Committee on Shipping under the Chairmanship of the Commerce
Member was held, late in 1944 in Bombay.147 A memo
circulated by the Government outlined the general
considerations of the Government in tackling important
questions relating to shipﬁing. It was stated in the memo
that, with the aim of securing an adequate share in the
world's carrying trade, steps should be taken to secure for
Indiah. shipping an increased share of the coastal trade,
including trade wifh Ceylon and Burma; a substantial share
in thé Near trades, as er example, Persian Gulf, East
Africaf Malaya aﬂd Dutch East Indies; a fair share in the
Eastern trades, especially those trades of which Japanese
shippihg would have been dispossessed and a fair share,
alsé, .in the trade between India on the one hand and the
U.K., the continent of Europe and North America on the
other.1_48 This memo came in for sharp criticism from Indian
non-official members to the Conference as “well as from
Indian shipping interests. The meéting,itself,was criticised
for the length of its duration, barely two hours, with no

concrete ' proposals for discussion and with no prospect of

147. The Eastern Economist, ' 8 Dec. 1944, p.642 and The
Amrita Bazar Patrika, 11 Dec.1944.

148. Ibid., and 'The Future of The Indian Merchant Marine
Planned Expansion', L/E/9/912, India Office Library and
Records, London. _
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early resumpﬁionfof their work, because the Commerce Member
vaguely expressed the hope that by the time the Committees
ﬁet "the Government of India, in consultation with the
British government, will be able to announce their policy as
to the reservation of coastal navigation."149 It was further
averred by the non-officials that the memo, in defining the
aim of the éountry's Post War Shipping Policy, merely:
repeated the relevant pagagraph in the Second Report of ‘the
Reconstruction Committee of the Viceroy's Council which
suggested that Indian shipping should have in the post- War
~ era an ‘inéreased share of the_coastal trade, é-}éubstantial
share 1in the Near trades and a fair share in the trade
between India on the one hand and Europe and America on the
other.'150 The Indian side, moreover, felt that the
proposals of the Government exhibitéd supreme indifference
to the problem of developing an Indian Mercantile Marine.1°1
Walchand Hirachand observed that the "whole of the Indian

coastal trade, two thirds of her trade with adjacent

countriés, half of the Indian overseas trade and a third of

149. The Hindu, 9 Dec. 1944.

150. Ibid.

151. The Hindustan Times, 15 Dec. 1944 and Translation from
.Jugantar, 19 Dec. 1944, WH Papers, fl.622, pt.II, NMML.
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the carriage of trade in the Orient" was a reasonable share

for Indian Shipping.152

At the Conference, the non-official spokesmen had made
certain pertinent queries regarding 'Governmental attitude
towards shipping and shipbuilding in India. They enquired as
to whether the Government agreed with the universal oninion
in the counﬁry with regardvto the national character of the
constitution of an Indian Merchant Navy; whether the
queynmenf would >reserve the coastal trade to sninbing,
oﬁned - and HCOntrolled by Indians and what stéps the
Government would take for facilitating the building of ocean
going ships in India and for securing them from abroad.They
also asked whether they had made or were prepared to make
representations,loHis Majesty's ‘Government, that the advance
of national shipping in India's maritime trades meant that
British shipping would have to_withdraw to that extent. They
queried about the steps the @overnment had in mind to
- ensure conditions of economic operation for.Indian shipping
and whether the Government- was fully in touch with
international arréngements and international agreementé in

regard to shipping and queried whether they were a party to

152. The Hindustan Times, 13 Dec. 1944 and The Eastern
Economist, 15 Dec. 1944, p.658. ‘
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such agreéments.and arrangements and if so, whether they had
taken effective steps for protecting the _interests of
" national shipping and its legitimaté advance and development
in the post-War period for carrying India's maritime trades
and also for the carriage of an adequate share of the world

trade as mentioned in the memo.1°3

Howevér, no light was thrown qn'theAvital.isSues by the
Government ét this Conference.l%4 This procrastination was,
as stated by it, due to the.fact.that no orders: had been
explicitly issued fromiLondon ahd_ﬁﬁat no clear policy could
be initiated until-thé post-Wér’needé of British shipping,
which waéAfacing the problem of ever increasing competition
from American Shipping, were accurately known.13% 1t was
feared by Indian interests, that under such circumstances,
the Government might be tempted to make British Vested

153. The Hindusthan Standard, 14 Dec. 1944 and The Free
Press Journal, 13 Dec. 1944 in WH Papers, f1.590, NMML.

154. Ibid.

155. The Hindustan Times, 15 Dec. 1944; Journal of The-
Indian Society of Engineers, Jan. 1945, WH Papers, fl.
590, NMML and William Currie to N.R. Pillai, 22 Jan.
1945 and W.G. Weston-, (Ministry of Transport), to H.A.
Rumbold (India Office), 18 Apr. 1946 and a Minute by
the Secretary of State, 12 Feb.1945, L/E/9/912, 1India
Office Library and Records, London.

It was stated by the Government that protectionism in
the form of reservation of Coastal Shipping was not in
Indian interests.
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interests put on an Indian mask, have them registered as
Indian companies with a rupee capital and even persuade them
to have a dummy majofity of Indian Directors.1?© Keeping in
mind the dilapitated nature of Indian - shipping, the
Government was  urged in view of the inadequate
infrastructure not only for commercial reasons butralso for
reasons of naval defence, to act quickly in meeting Indian‘

needs in the post-Waf period.157

The Governmeﬁt, moreover, was facéd with problems on-
both sidéé; those in dealing with Indian shipping problems;-
on ohe‘side) (as has been referred to éarlier) and, on the
other hand, some major differencés with British shipping
interests. The latter, recoghising that they were in danger
of 1losing their monopoly disagreed with the Govefnment in
the procedure to be maintained in the-matter of transfer of
traffic from the B.I. Co. and the Asiatic Co. to the Scindia
Co. The British interests wanted the discussions to take
place between the companies concerned, while the Government

conceived the matter to be of such importahce as to

156. The Hindustan Times, 13 Dec. 1944.
157. Times, 8 June 1945 and The Advance, 30 July 1945, WH

Papers, fl. 90, pt.II, NMML and The Amrita Bazar
Patrika, 30 July 1945.
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necessitate it being discussed between Governments only.1%8

The British shipping interests also demanded the payment of
a very substantial lumpsum ﬁo them by the Indian interests,
in return for which the latter would abandon a substantial
partAof their share of Indian coastal traffic.l®® It was not
enough for them that they had squeezed all they could during
the years they had ruled the roost in this country and, yet,
"they were bent upon éfaining resources out of an already

impoVerished country.

However, there was no scdpé‘for further delay. The
second meeting of the Reconstruction Policy Committee on
Shipping was held at New Delhi, on 26 October 1945, when a
Sub-committee Qas set up with C.P.Ramaswami Aiyar as
Chairmanv and 'M.A. Master, K.C.Neogy, A.H. Ghuznavi and
W.C.A. Radcliffe as members to recommend a tonnage target.
for Indian sﬁipping, to bé attained within a'period of five
to ten years; the share in various trades to be éecured for

it and the measures to be taken to prevent not only monopoly

but also the growth of too great a number of companies and

158. H.A.F. Rumbold to Mr. Anderson and Mr. Baxter, 1945,
L/E/9/912, India Office Library and Records, London.

159. Ibid.
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- ensure fair and equitable distribution of trades among the
véompanies.l6o

The Sub-committee, proceeding on the generally accepted
principle that the country should carry in its own national
bottoms at least 50% of all her maritime trades, @ decided
.that there should be immediate reservation of the entire-
coastal trade of India with a sharevof 75% of India's trade»
with Burma and Ceylon, at least 75%“in the geographiéally
adjacent trades with Africa, the ‘Midale East, Thailand,
Indo-China, Malaya and the Dutch ﬁast Indies 30% of the
trades ' formerly carried in'Japanese Vessels in the Orient
of which Japanesé shipping hadvbeeﬁ dispossessed and that in
regard to the distant trades with Japan) China, Australia,
Europe, U.K. and North and South Amefica, 50% should be the

1

target (the figures included both cargo and passenger

y.161

traffic For carrying the share of trade, prescribed

above, 2 million gross tons of Indian shipping was required

160. A.H. Maru, Indian Shipping Since Independence, pp.21-22
and T.S.Sanjeeva Rao, A Short History of Modern Indian

Shipping, p.138.

161. ‘The Indian Mercantile Marine Planned'Expansion: no date
and ‘Provisional Conclusions of the Shipping Policy Sub-
Committee; L/E/9/912, India Office Library and Records,
London. ’
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and the Sub committee recommended the attainment of this

target in the next five to seven years.162

The Sub-committee submitted its feport vin March
1947.163 This was approved by the .ReCOhstruction Policy
Commiﬁtee in the same month and the Government resolution
thereon, published in the Gazette of India Extraordinary of
12 July‘1947164, mafked a turﬁingrpoint in-thev history of
Indian Shipping. 'The Government agreed with the
recommendation of the Shipping Policy Committee in_ the
definition of Indian‘shipping.és that ‘owned, controlled and
.managed' by Indian'natidnals.165.The Govérnment had already
read the writing on the wall, for they had advised British
concerns with interests in India to be "in no doubt of the
trend of Indian opinion and that His Majesty's Government
would take no responsibility for a deliberate disregard of

Indian s‘entiment.'l-66 The Government also accepted that the

'162. Ibid. and Master to WH, 5 Sept. 1945, WH Papers, fl.

619, NMML.

163. A.H. Maru, op.cit., p.22 and T.S. Sanjeeva Rao, op.cit,
p.138.

164. Ibid.

165. The Eastern Economist, 4 Apr. 1947.

166. Viscount Wavell to Lord Pethick Lawrence, 24 Oct. 1945,
- The Transfer of Power, Vol.IV, p. 390
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coastal trade should be 100% Indian with the requisite

targets to be reached within five to seven years.167

Now - that the Government proved to be more receptive,
especially in the last few months precedinq. independence,
there was a general feeling of satisfaction after the
winning of-a long and'protracted battle against colonialisn.
it cannot,»hoﬁever, be denied that the poweré that be became
more hamenable only when they percei?ed that they could not

maintain their pernicious hold on this country.

The Government was exhorted to'adopt a firm national

policy and to cater to the need for acquiring new ships from

168

abroad. It was felt that it was very essential to build

up India's overseas trade specifically at a time when

British tonnage had been severely depleted due to the War169

and British shipping had, until then, offered the maximum

potential competition as they carried 99.5% of exports from

167. Bombay Chronicle, 15 Oct. 1947; The Times of India, 15
Oct. 1947 and National Standard, 22 ©Nov. 1947, MAM
Papers, f1.210, NMML.

168. The Eastern Economist, 4 Apr. 1947, p.621 and Notes of
The 1India Chamber of Commerce on Subjects to be
discussedI.T. Chundrigar, Commerce Member, GOI, to be
held on 25 Jan. 1947, WH Papers, fl. 70, NMML.

169. The Secretary of The Indian Chamber of Commerce to the

Secretary to the GOI, Dept. of Commerce, 28 Feb. 1947,
WH Papers, fl. 70, NMML. °
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India to the U.K. and 95% of the exports from U.K. to

India.l’0

Keeping this in mind, the Government sponsored a
délegation of Indian shipowners, under the chairmanship of
Walchand Hirachand, to attend a ~conference of British
shipownefs‘in ~London, on 15 July 1947, in order to discuss
the means by which the Indians could acquire essential
. tonnage in 6rder to ply in her coastal and overseas

trades.l71

Walchand Hirachand, however, had the'uncanny.fofesight,
:élready.shatpened by experience, to view the outcéme of the
conference with extfeme peSSimism_.172 The British interests
were far from helpful and insinuations were made against the
efficiency, cost and quality of service of the 1Indian
shipping companies.173 The British interests were not
prepared to discuss the questions of négotiating with the

Indian interests, as a whole, onthe fines of the

170. The Eastern Economist, 4 Apr. 1947, p.621.

171. The Eastern Economist, 4 July 1947, p.11.

172. Speech delivered by WH at a reception he{d in his
honour by R.M. Gandhi, President of the Indian
Merchants Chamber on 25 June 1947 and Indian Finance, 5
July 1947, WH Papers, fl.622, pt.II, NMML and The

Eastern Economist, 4 July 1947, p.1l1l.

173. The Eastern Economist, 4 July 1947, p.11 and M.A.
Master to WH., 13 June 1947, WH Pagers, fl. 625, NMML.
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recommendations made by the Shipping Policy Committee as
approved by the Government.174 They refused to éell any of
their ships and insisted that the Indian shipowners should
acquire the requisite tonnage on their own before tryihg to
secure any-share in the various overseas tfades;175 Having,
thus, dfawn a blank here, Indian shipping had no one else
but the Indian Government to turn to for providing succour

to the industry.

Of course, the prqblems.of Indian shipping were not
. completely» solved, bﬁt there arqée,é ray of hope, after
years of darkness, in the minds éf’ Ihdian entrepreneurs
that, at last, the wheels of bureaucracy were moving in a

forward direction.

174. Ibid.; Speech by WH, 18 Sept. 1947, MAM Papers, fl.210,
NMML : Minutes of First and Second Meeting between
British Shipowners and the Indian Shipping Delegation,
16 and 18 July 1947, MAM Papers, fl1.214, NMML and
William William Currie to W.G.Weston (Ministry of
Transport), London, 15 Apr. 1946, L/E/9/912, India
Office Library and Records, London.

175. Ibid.
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Chapter IV

THE S8SCINDIAS: AND THE DEVELOPMENT OF THE
S8HIPBUILDING INDUSTRY: 1939-1947

As far as the Indian shipbuilding industry in this
period was concerned,- the Scindia's were the pioneers. A
Note brought. out by the Scindia Compény in 1947. on the

shipbuilding yard at Vizag, read- as follows:1

Scindia shipyard at Vizagapatnam is the first
shipbuilding project of its kind in India,
established and equipped for the purpose of
building ocean going ships upto 10,000 tons dead
weight. After making preliminary enquiries, about
the suitability of the various locations in India,
the Scindia Steam Navigation Company decided, in
the beginning of 1940, to establish a shipbuilding
Yard at Vizag and on the advice of their
Consulting Engineers, Sir Alexander Gibb and

Partners selected the site on which the yard has
now been built. ’

To the average reader, this seemingly innocuous
paragraph offers no - hint of the numerous obstacles and
difficulties plaguing this infantrenterprise, seeking to
establish a foothold in the indusfrial set up under colonial
rule. For the Indian shipbuildingAindustry, the 1940's was a

tumultous decade indeed !

—— - ———— - G —— S D L S - ——— - - - e N

1. A Note on Shipbuilding Yard at Vizag, Scindia Co., 24
Dec. 1947, WH Papers, fl. 615, pt.I, NMML.

153



However, the interest in setting up an Indian industry
devoted to shipbuilding did not spring up overnight in the
postFi935vperiod- The germ of this idea was already present
as far back as 1918, when a representative conference which
had mét in Delhi had urgéd the Government to take measurés;.
as soon as possibie,-for the construction of ships in the
count:y. The Government: spokesman. responded to this
exhortation by stating on the flborx of the Legislative‘
.Coungil,_that "Shipbuilding..... is a vefy ancient industry
in India and i hope that immediately after the War 1is ended
and- the circumstances pefmit vigorous efforts wiil,ﬁe made
to revive it."? For centuries, Indian ships had been famed
for their elegance workmanship and utility. However, by the
19th century, this was a thing of the past, as the benefits
of the advanced technology concomitant‘with the Industrial
Revolution in Britain did not accrue to India. The switch
over t6 steel could not be made. In addition, the Jjealousy
of the British shipbuilders did not allow Indian built ships
to berth with their carg§ in London. Indian .shipbuilding
was, therefore, combletely wiped out by the 19th century.3

2.  ‘First Modern Indian Shipbuilding Yard', no date, WH
Papers, NMML and The Scindia Co. in Walchand Diamond
Jubilee Commemoration, Volume, 1942, WH Papers, fl. 75
(a), NMML.

3. Walchand Hirachand,\Why India wants her own Shipping)

India Speaking, p. 198. WH quotes Dr. Taylor, a 19th
century historian in this connection.
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‘ In fact, the Scindia Co. had planned' to set up_ a
shipbuilding yard in the year 1920Aitself.4 But upto 1935
nothing concrete could be achieved in that direction due to
various reasons. Although, the Indian Mercantile Marine
Committee's Report of 1924.had,récommended the grant of
construction bounties and other kinds of help for .the
establishment and development of a shipbuilding yard,

Lo d . : : I . e .
nothing was:?g implement the provisions mentioned in' this

i

respect.5 Around this time the Japanese Government assisted
the shipbuilding industry in Japan by subsidies upto 1918
and thereafter by a SYStém of rebates on import duties wupon

4. K.V. Hariharan (ed), So I Rest... Writings of M.A.
» Master, Vol.2, p. 576. The Scindia Co. had, in 1920,
invited Mr. Kneudsen, a great shipbuilding expert, for
help in starting a Shipbuilding Yard.Unfortunately, the
scheme could not proceed because the expert died of
ptomaine poisoning. Also See 'First Modern Shipbuilding
Yard', no date, WH Papers, fl. 610, pt.I, NMML and
Walchand Hirachand, "Why India wants her Own Shipping',

India Speaking, p. 198.

‘5.  WH to H.N.Kunzru, 25 Feb. 1941, WH Papers, fl. 610, pt.
I, NMML and Shipbuilding in the Dominions and India, 9
July 1943, MAM Papers, fl. 26, NMML.

Para 59 of the Report of the IMMC states that 'If a
Shipbuilding Yard is projected by an Indian company the
Government may aid that enterprise by (a) advancing a
cheap loan to the extent of 1/3 of the paid up capital
of that company and assistance in acquiring suitable
sites, (b) guaranteeing the giving of all Government
and Port Trust Work to this Shipyard at a cost not
"unduly higher than the cheapest price which can be
secured abroad for a similar class of work and (c)
legislating that, when such a suitable Shipbuilding
Yard is completed and established, all ships seeking
for a licence on the coast should also be required to
have been built in India.
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materials used in building and repairing ships.6 Despite
exhortations by  the FICCI7V the :Government by its
lackadaisical attitude, even years after the reporf,of the
IMMC .was presented, ensured that the progressiVe growth of
the industry was put paiad tp.g Indian entrepreneurs who
would have made the efforts to set up this industry, inspite
of the- official attitude, were - themselveé, hampered by
factoré which ‘threatened the existence 6f the shipping
industry in general. For instance, aftef the First World
War, the benefit of the Trade Facilities Act.iﬁ England . was
not extended to Indian shipping interests Qho were willing

and anxious to built ships in British shipyards.9

A policy of hindrance and hostility that was followed

by the Government, exacerbated by the debilitating rate wars

1

1

6. '‘Boulters Report', 1926, Comm. Dept., GOI, fl. 720-S,
pt.B, NAI. o

7. FICCI Resolution, 14, 15 and 16 Feb. 1930, MAM Papers,
fl. 69, NMML. .

8. The Hindustan Times, 25 June 1940; the Amrita Bazar
Patrika, 25 June 1940; Arthik Jagat, (a  translation),
30 June 1941, WH Papers, fl. 610, pt.I, NMML and WH to
H.N. [Kunzru, 25 Feb. 1941, WH Papers, fl. 610, pt.I,
NMML.

9. S.J. Desai, Secretary of the 1Indian Chamber of
Commerce, Calcutta to The Secretary, Department of
Commerce, 25 Sept, 1943, WH Papers, f£1.70, NMML.
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"which continued upto 1935,10 yas what motivated Walchand to

:state, in 1928, with extreme foresight:11

In view of the successful attempts of the British
shipping companies in the past, to wipe out of
existence all endeavours to build up Indian
shipping companies, by means which need not be
characterised, to expect 1India to start the
shipbuilding industry first, before conditions for
running an Indian shipping company under normal
and healthy competition are assured, will be to
place the cart before the horse. '

Thus, development of shipping capacity'was linked with

the development of shipbuilding.

From 1935, vigorous efforts were made in order t6 help
establish an indigenous shipbuilding industry; beginning
with negotiations for a suitable site in calcutta.l?
Thereafter; followed a saga of determined struggle, with the
Britishers refusing to yield an inch and the 1Indians, in

this case represénted by the Scindia Co., bent upon wresting

10. George Rainy's Notes, 13 May 1929, Comm. Dept., GOI,
fl1. 499-M.I./29, pt. B, June 1929, NAI; LAD, 1 Feb.
1927 Vol. 1IX, p. 330; G.Rainy in LAD, 2 Sept. 1927,
Vol.IV. pp. 38 and 59-60; The Scindia Co. in Walchand
Diamond Jubilee Commemoration Vol. 1942, WH Papers, fl.
75 (a), NMML, D.L. Neogy, Shipbuilding in India, Jan.
1941, The Modern Review, p. 61 and K.V. Hariharan
(ed.), So I Rest....Writings.of MA Master, Vol. II,
p.576.

11. Speéch by WH on the occasion of the Ordinary General
Meeting of the Scindia Co., 29 Oct. 1928, WH Papers,
fl. 326, NMML.

12. 'The Scindia Co., ~in Walchand Diamond Jubilee
Commemoration Volume, 1942, WH Papers, fl. 75(a)NMML.
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a mile. A close examination of the sequence of events, in
: this connection, helps in bringing into focus the array of
_problemé faced by an infant enterprise in a colonial
context; especially,when this enterprise came into direct

conflict with the metropolitan monopoly in this field.

The Scindia Co. was greatly interested in obtaining a
site at Calcutta for the purpose of setting |up a

shipbuilding yard. For this cause, endeavows continued for

13 without achiéving a modicum of success.

about: five years
Enquiries, "which were quite persistent, helped in .bringing

14 and, as soon as,

to xtheir attention a prospective Site
-negotiatiohs were started for acquiring it, the real hurdles
'arése. Until. then, the Government had made no efforts,
whatsoevér, to help the Scindia Co; in 1its quest for
suitable site and, in fact, Sir Thomas Elderton, Chairman of
the Calcutta ﬁort.Commissioners, replying to Walchand's
statement (in 1941) regarding'fhe lack ofvhelp from the Port
Trust, had blatantly declared that théy "had" informed the

13. The Amrita Bazar Patrika, 6 Jan. 1941; The Bombay
Chronicle, 6 Jan. 1941; The Hindustan Standard, 6 Jan.
1941, WH Papers, fl. 45, NMML and G.L. Mehta's Note in
reply to the Chairman, Commisioner for the Port of
Calcutta, 13 Jan, 1941, WH Papers, fl. 610, pt. I,
NMML. ' ’

14. The Bombay Chronicle, 6 Jan. 1941; The Amrita Bazar
Patrika, 6 Jan. 1941; The Hindusthan Standard, 6 Jan
1941, WH Papers, fl. 45, NMML and G.L. Mehta to M.A.
Master, 23 July 1940, WH Papers, fl. 610, pt.I, NMML.
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representatives of the Scindia Co. of the gite in their
possession.15 Heﬁceforth, British policy'aimed at practicing
one - thing, while professing another . Governmenfal
"assurances" Qere what, had led Walchand to. entertain the
hope of -acquifing the Calcutta site. In a speech, on the
occasion of an Ordinary General Meeting of the Scindia
walchand :
Company, in 1939, . had said, ".... we hgye been carrying
'on' negotiations for a site which, we are ad&ised will, be
suitable for our purpose and if the-Government of India, to
whom we are subject, will be pleased to help us in obtaining
thélTsame on reasonable terms and actively encourage us in
stérting this new industry, I hope to report to you next
year that we have been able to make satisfactory progress in
regard to our scheme for the starting of a shipbuilding yard

in this country".—16

However, in less than a year's time, it became gquite
apparent that neither was the Government going to help them
in obtaining their‘requirements ‘on reasonable terms' nor
‘were they going to show any inclination in rendering any aid

to the shipbuilding industry.

15. Note of Thomas Elderton, 6 Jan. 1941 (An extract from
the agenda of The Meeting of the Finance, Establishment
and Traffic Committee of the Commissioners for the Port
of Calcutta), WH Papers, fl. 610, pt. I, NMML.

16. WH's speech at the Ordinary General Meeting .of the
Scindia Co., 21 Dec. 1939, WH Papers, fl. 326, NMML.

159



The Calcutta Port Trust Commissioners sourcés appear to
be the villains of the piece, in the fiasco that followed.
As mentioned earlier, they had been absoiutely indifferent
towards the Scindia's request for help in securing a site.
And, when a site was found, at last, they started displaying

their true colours.

' buring ﬁﬁe negotiations, enormous conditions were..'
sought tovbe imposed on the Scindia's before the lease for
rentihg Vout the site 'near King George's Docks at the
Calcutta Electric Supply'Cérporatioﬁ._A rent which increased
from Rs. 1;78,000 per annum to nearly Rs..6,00,000 per annum
af the “end of’ninety years was sought to be charged.17 All
attempts on »thé part of the Scindia's to bring down this
rent, which they deélared wés prohibitive, proved to be of

no avail. Despite, the Scindia protestations that the burden

of such a high rent for a new industry would prove to be

610, pt. I, NMML, J. Elderton to M.A. Master, 15 Nov,.
1938, WH Papers, fl. 608, pt. I, NMML and An
accompainment to the letter addressed by the Scindia
Co. to the GOI, Dept. of Commerce, 31 Jan. 1940, WH
Papers, fl. 608, pt. I, NMML, and Narottam Morarjee and
Agents to the Secretary to the GOI, Dept. of Commerce,
no date, WH Papers, fl. 608, pt. I, NMML.

A detailed table of progressive increase in rent is
given as follows : -

Contd....
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unbearable;18 such entreaties fell on deaf ears!
Interestingly,.sir Thomas Elderton could not "deny" that the
rent .to be <charged was highly prohibitive for a newly
established industry (and he admitted that this was so) but
pleaded his ihelplessness‘ in reducing the rent, in view of
the terms of their lease with the Calcutta Electric Supply
Corporation due to which the rent could not be brought .ddwn
without brihging.about a reduction in the rent chargéd upon

Contd....
". Years - Rent Per Cottah Total Rent of the
: per Month (in Rs.) whole plot of 82-
: 2/3 Vighas per
year (in Rs.)
Upto 31-4-1945 _ 9/- 1,78,560
Upto 31-4-1955 11/4 2,23,200
Upto 31-4-1965 13/8 2,67,840
Upto 31-4-1975 15/12 3,12,480
Upto 31-4-1985 18/- 3,57,120
Upto 31-4-1995 20/4 '4,01,760
Upto 31-4-2005 22/8 4,36,480
Upto 31-4-2015 24/12 4,91,040
Upto 31-4-2044 27/- 5,35,680
Source : T. Elderton to M.A. Master, 15 Nov. 1938 and

Scindia Co. to GOI, 31 Jan. 1940, WH
Papers, fl. 608, pt. I, NMML..

18. Narottam Morarjee and Agents to the GOI, Dept of
Commerce, no date, WH Papers, fl. 608, pt. I, NMML and
G.L. Mehta to M.A. Master, 14 Jan. 1941, WH Papers, fl.
610, pt. I, NMML.

Although the Scindias had planned to buy the land, the

authorities flatly refused to allow them to do so,
hence, the need for renting the land. :
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the latter.l® Thus, it appears that .the Calcutta Port
Commissioners,while appearing to recognise the injustice of
the situation,were not beyond putting forth any explanation
suiting their purpése (of not allowing the coming up of an

Indian enterprise) in order to 'maintain' that situation.

The Scindia's sought help from all quafters from which
it would have been possible to solve the problem. However,
in vieh of thé cévalier’ attitude of the Port Truét
Authorifies, as also, the ‘'circumlocutory and‘ dilatory'
methods. adopted by the Government of India, no compromise
- was pqssiblezp:’éénerally,v Indian civil servants and
provincial Governmenﬁs took a different view (from that of
the Government of India) and it can be said to théir credit
that, if they failed, it was not due to any lack of effort

on their part.21 The Commerce Member of the Bengal

1941, WH Papers, fl. 610, pt. I, NMML and Minutes of
interview between M.A. Master and R. Mudaliar, 4 July
1940, WH Papers, fl. 610, pt. I, NMML.

20. The Scindia Co. in Walchand Diamond Jubilee
Commemoration Vol., 1942, WH Papers,fl. 75, pt. (a),
NMML and Arthik Jagat (a translation), 30 June 1941, WH
Papers, fl. 610, pt.I, NMML.

21. WH to Sir P.S. Sivaswami Aiyer, K.C.S.I., 16 Dec. 1940,
WH Papers, fl. 609, NMML; G.L. Mehta to M.A. Master, 23
July 1940, WH Papers, fl. 610, pt. I, NMML and Minutes
of interview between M.A. Master and R. Mudaliar, 4
July 1940, WH Papers fl. 610, pt. I, NMML.

The efforts of Sir Ramaswami in this connection were,
particularly, lauded by the Scindia Company office-
bearers. The former made the effort to come down to
Calcutta from Simla after Sir Elderton declined to go
to Simla to told discussions regarding the site.
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Government, Mr. Suhrawardy, along with other -Ministérs in
Bengal evinced keen interest in having a shipbuilding yard
in Calcutta. In a conversation with G.L. Mehta, General
Manager of the‘Scindia Co. he wondered why the rent of the
Calcutta Electric Supply Corporation could not be reduced.
In fact, Mrl’Suhrawardy even had a talk with Sir Thomas
Elderton regarding the unfairness of the rent charged.zz‘The
latter managed, as was his wont, to defend himself by saying
that.1he was 'helpless' in the matter.23'However, the fact
remains that Sir Eiderton was so powerful that hé could
reguiate happenings according to his choice. For exampie,
evenx.the Commérce Member of the Government of India, Sir
Ramaswami Mudaliar (to whom the Scindia's had looked for
support) could not make any headway with him. In reality,
the Chairman of the Port Trust was so important, that he
refused to accept the invitation of Sir Mudaliar to visit
Simla to discuss the matter. In that event, it was the
Commerce Member of the Government of India who had to come

down to Calcutta to delve into the issue.24

22. G.L. Mehta to M.A. Master, 23 July 1940, WH Papers, fl.
610, pt. I, NMML and Minutes of interview between M.A.
Master and R. Mudaliar, 4 July 1940, WH Papers, fl.
610, pt. I, NMML. :

23. Ibid.; Note of T. Elderton, 6 Jan. 1941, WH Papers
fl. 610, pt. I, NMML and G.L. Mehta to M.A. Master, 12
Febc 1940' _w_ﬂ Pa ers' fln 609, pto 'I' NMML.

24. G.L. Mehta to M.A. Master, 23 July 1940, WH Papers, fl.
609, pt. I NMML, WH to Sir P.S. Sivaswamy Aiyer, 16
Feb. 1940, WH Papers, fl. 609, NMML and WH's speech at
the Ordinary Meeting of the Scindia Co. 12 Dec. 1940,.
WH Papers, fl. 326, NMML. '
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Another clause sought to be clamped down on the
Scindia's for acquir}ng the lease on the land was the right
of re-entry >b§ the Port Authorities, in the event of the
land being required by them for port purposes, after payment
of suitable compensation. The Scindia's wanted a lease of
ninety nine yeérs without any option to re-enter, while the
Port Coﬁmissioners were willing, at the most, to give a
lease for twenty five years with certgin occupatidn and then
reserving the right to re-enter it any time aftérwards on

giving three-years notice. 2%

Quite~ naturally, there weré protestations' from thé
Scindia‘s and they proferred valid reasons for Opposing this
cOndition for obtaining a lease on the land. This sort of a
pre¥condition," according to them, could seem a fair
proposition for an industry like the textile, the jute or
any such similar indusiry,.but would prove detrimental not
only to the progress but also to thé existence.of a ship
building industry. It would not be practical to give up a
site which had been chosen with great thought to the abiiity
of fulfilling its requirements,'like that of the depth for
the launching of a vessel, as well as requiring an

25. Sir T. Elderton to M.A. Master, 15 Nov. 1938, Elderton
to Master, 7. Dec. 1939 and N. Morarjee and Agents to
the Secretary to the GOI, Dept. of Commerce, no date,
WH Papers, fl. 608, pt. I, NMML.
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investment of lakhs of rupeeé. Moreover; it would have been
impossible to bodily remove the ships which may have been
laid down at the site and set them up at another 'place.26

For this purpose, the Scindia's appealed to the Government

to help them out in this respect. 2’

It can be said to the credit of the Scindia enterprise
that they were eveh willing to compromise in the face of the
rigid stance of the Port Commissioners. They urged the the
Government Qf India and, in particular, Sir Raﬁaswami
Mudalié; to help them in securing the site, if not by ‘saie
then;" atleast through a lease.?8 Regarding the rent, they
stated that although it wbuld be'difficult to pay more than
‘RS.S0,000 per annum, they were prepared to agree to whatever
rate the Commerce Member could help in fixing up with the
Port Commissioners at his discretion.?® Even in the matter

of the right of re-entry, they were prepared not to create a

26. N. Morarjee and Agents to the Secretary to "the GOI,
Dept. of Commerce, no date, and Walchand Hirachand to
R. Mudaliar, 13 Feb. 1940, WH Papers, fl. 608, pt. I,
NMML. :

27. 1Ibid.

28. Ibid., and A.H. Ghuznavi in LAD ,18 Mar. 1940, Vol. 1I,
p.1435.

29. W. Hirachand to R. Mudaliar, 13 Feb. 1940, and 12 Mar
1940, WHPapers, fl. 608, pt. I, NMML; M.A. Master to
S.N. Morarjee, 2 Mar. 1940, WH Papers, fl. 609, NMML
and G.L. Mehta to M.A. Master, 14 Jan 1941, WH Papers,
fl1. 610, pt.I, NMML.
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fuss, if it helped them in obtaining access to the site.30

However, all this proved to be of no avail and even Sir R.
Mudaliar admitting to the futility of the situation where no
~solution appeared to be in sight, suggested that the

Scindia's start considering Vizag as a possible site.31

Despite this, the Port~Commissi9ners continued to act
in the same manner as before without giving a thought to the
~ benefits of having a shipbuilding yard,'és soon as possible,
in the country. They did everytﬁing possible to stunt this
effort and, _iﬁ fact, put up a defence for each éf their
»actions. But, they were not able to pull wool over the
Scihdia 'Compahy's eyesjnpartiéularf‘. Indian entrepreneurs
were not lacking in awareness of their inferior status under

colonial rule.

Not only did the 'Scindia's see through the flimsy
excuse of Sir Thomas, of being unable to reduce the rent,
but also castigated him for providing 'false' information to
the effect that the Port Authorities had brought into notice
the site near the King George's Docks. Thke Scindia's

maintained that they came to know about the site through

30. WH to R Mudaliar, 13 Feb. 1940, WH Papers, fl. 608, pt.
I, NMML. '

31. M.A. Master to S.N. Morarjee, 6 May 1940anWH to
Kasturbhai ' Lalbhai, 4 Apr. 1940, WH Papers, fl. 609,
NMML and WH to R. Mudaliar, 12 Mar. 1940, WH Papers,
fl. 608, pt.I, NMML.
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their own representatives in 1937 and not through the

offices of the Port Commissioners,32

The Port Aufhoritiés, apparently tried to push the
Scindia's off tovanother site,well, after .the latter had
examined the site near King George's Docks, in regard to its
suitability, and had already been conducting negotiations
for aéquifingvit. The alternative site;_recomﬁénded by  the
Calcutta - Port Commissiqners, was downstreah on the Howrah
sidé of_the river.33 1t was, but, natufal for the Scindia's
to pfbtéét against such attempts to get them out the way}
given .the -fact- that any new site neéded to be examined
thoroughly regarding its suifability and such an
investigation would take a couple of years and would
inordinately delay the setting up of a yard;34 which was,.
perhaps, what the Calcuttta Port Commissioners wanted. The
Scindia's emphatically, averred that having spent a great
amount of enerqgy, time and money regarding.the King George's

32. T. Elderton's Note, 6 Jan. 1941 and a reply to the Note
by G.L. Mehta, 13 Jan 1941, WH Papers, fl. 610, pt. I,
NMML. ' :

33. T. Elderton to M.A. Master, 15 Nov. 1938 and N.
Morarjee and Agents to the Secretary to the GOI, Dept.
of Commerce, no date, WH Papers, fl. 608, pt. I, NMML.

34. N. Morarjee and Agents to the Secretary to the GOI,
Dept. of Commerce, no date and M.A. Master to N.R.
Pillai, Joint Secretary to the GOI, Dept. of Commerce,
30 Mar 1940, WH Papers, fl. 608, pt. I, NMML.
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Docks site, they wanted that particular one itself while, at
the same time, they would not be disinterested in acquiring
an additional site in Calcutta to complement the first

one. 35

However,\,the Scindia's, for all their efforts, could
not obtain the site in Calcutta. It was a great shock for
them when the Comﬁerce Member indicated, contrary to their
expectations;b thét they would consider the question of
proposéd and other sites under examination and ‘that a
decision would be reached, by May 1940; which wouiq ybe
convé?éd . to the Scindia's and other shipbuilding
interests.36 Probably, the Commerce Member, perforce, had to
act in this manner, because he could not find a'solution to
the problem. This was what, perhaps, made Walchand Hirachand
declare, 1in December 1940, that "....little did I then
realise that even the active interest of an Indian Commerce
Member will be of no avail in making the European Chairman
of the Calcutta Port.Trust look at.our project from a broad
méterial point of view or realise the urgent need for
establising a shipbuilding yard in India"37 “

—— —— . - W - - . . ————————— — - —

35. M.A. Master to N.R. Pillai, 30 March 1940, WH Papers,
f1. 608, pt. I, NMML. . :

36. Ibid.

37. WH's speech at the Ordinary General Meeting of the
Scindia Co., 12 Dec. 1940, WH Papers, f1. 326, NMML.
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A nationalist newspaper 1like the Arthik Jagat, in

decrying the attitude of the Calcutta Port Commissioners,
attributed such a policy to the European majority ' in the
Port Trust, in which four of nineteen members were Indians
and the rest Europeans.38 In addition, the Chairman being an-
European, who was unsympathethic to 1Indian interests
aggravated the siﬁuation.39 The Scindia's were also dejected
by the attitude of the Indiaﬁ Commissioﬁers (Mention is made
"0of three of them) in the Port Trust,‘ who did not even
support the Scindia's in their argument;.40 Probably, their
official posifion was more dear to them than fighting for a

a nationalist cause.

Thus,vthe Scindia's had to look towards other pastures.
They,'.ultimately, selected Vizag and even in this matter,
there raged a contréversy. The Port Authorities at Calcutta
claimed that the Scindia's went to Vizag because it was
technically more suitable. The Scindia;s vociferously denied
this, saying that it was because they had been pushed out of
Calcutta, due to the fact that "16, Strand Road" (offices of

—-———— G - —— . — - — - —— — —— — tr —— — — —

38. Arthik Jagat (a translation), 17 Mar 1941, WH Papers,
. f1. 611, pt. I, NMML.

39, Elderton's Note, 6 Jan. 1941, G.L. Mehta's Note, 13
Jan. 1941 and G.L. Mehta to M.A. Master, 23 July 1940,
W H Papers, fl. 610, pt. I, NMML and M.A. Master to .
S.N. Morarjee, 6 May 1940,WH Papers, fl. 610, pt. I,
NMML. _ _

40. G.L. Mehta to M.A. Master, 14 Jan. 1941, WH Papers
£1.610, pt. I, NMML.
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the Port Trust) had an eye on the site, that thef had to
look towards Vizag..‘f1 - In this connection it 1is quite
apparent that at a time when newspépers and institutions,
like the Bengal National Chémber of Commerce and the Indian

Chamber of Comﬁer¢e,42'continuously espoused the benefits
that would accrue to Calcutta if it was chosen as a site for
~a shipbuilding yard; it would provide employment for labour -
" and with raw materials being readily 'availabie in the
| vicinity it was a viable proposition 4economica11y: -ﬁhe
. powers that be, however, remained unmovéd. More important
the isSﬁe}thch assumed importance, as stated by Mr. G.L.
: Mehta,43‘ was."not Whether one site wés more vsuitable than
the other, but that a policy was deliberately followed of
remaining blind to the country's needs, and not only

neglecting to do any thing about it but also setting about

in obstructing any attempts in this direction."

i 41. Elderton's Note, 6 Jan 1941, G.L. Mehta's Note, 12 Jan.

1941 and G.L. Mehta to M.A. Master, 23 July 1940, W H
Papers, fl. 610, pt. I, NMML and M. A. Master to S.N.
Morarjee, 6 May 1940, W H Papers, fl. 609, NMML.

42. Letter from The Indian Chamber of Commerce, Calcutta to

' the Secretary, National Planning Committee, Bombay, 3
June 1939, W H Papers, fl. 41, pt. II, NMML; Speech by
Dr. N.N. Law (President of the Bengal National Chamber
of Commerce) at the First Quarterly General Meeting of
the Bengal National Chamber of Commerce, 20 June 1941,
WH Papers, fl. 610 pt. I, NMML and Arthix Jugat.
(translation), 1 July, 1940, W H. Papers, fl. 610, pt.
I, NMML. '

43. G.L. Mehta's reply to T. Elderton's Note of 6 and 13
Jan. 1941, W H Papers, fl. 610, pt. I, NMML.

170



The Scindia's did not sit idle while waiting for the
Calcutta contract to fall into their hands. They were,

forever, busy scouting around for prospective plots which

44

would serve their purpose-Bombay, Okha and Rangoon were

some of the sites considered by them. Unfortuhately, these
sites did not appear to have been found favourable by them;
Bombay was.unsuitable be¢ause the necessary deptﬁ of water
without thé 'necessity»bf continuous dredging énd a site

suitable for having a minimum number of building' berths

. could not be found there4245 Okha prdbably appeared to be an

uneconomic proposition, ‘as ships would have had to go in

ballast from Bombay to Okha and to come back to Bombay for

loading cargo.46

Before the Scindia's could finally make their dream of
building an indigenous shipyard a reality, many more hurdles

had to be cleared. The site at Vizag was acquired on 13

——— - — ————— — ——— — — — — —— W - ————

44. WH to HE Sir V.T. Krishnamachari, Dewan Saheb, Baroda,
7 Mar. 1939, WH Papers, fl. 608, pt. I, NMML and M.A.
Master to D». S. Erulkar, 4 Mar 1940 and Alexander
Gibb and Partners to D.S. Erulkar, 14 May 1940W H
Papers, fl. 609, NMML.

45. WH to V.T. Krishnamachari, 7 Mar. 1939, W H Papers, fl.
608, pt. I, NMML. o

46. M.A. Master to WH, 31 July 1939, W H Papers, fl. 608,
pt.I, NMML.
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November 194047 and its foundation laid on 21 June 1941.48
This site was obtained on the basis of a ninety nine year
agreement.49 However, even acquisition was ﬁot without its
problems. There was the haggling involved in fixing a
minimum  rent, concomitant with  the usual regular
correspondence between the Government and the Scindia Co.
observed throughout this period. Ultimately, the
 persistence of the Scindia's paid off and although the basic
rate of Rs.70/- for 1006 square yérds'could ndf be brought
down, the decennial rent er‘fenting the site was reduced
from the original Rs.20 per 1000 square yards to Rs.15 per
1000 square yards.' While the Scindia's would have preferred
a rate of Rs.10 for the same,50 they appear to have agreed

to accept whatever reduction, as was available in the

47. G.L. Mehta to M.A. Master, 23 July 1940, and A Note on
the Progress of Construction of the Shipbuilding yard
at Vizag, Scindia Co., 5 Feb. 1941, WHPapers,fl.. 610,
pt. I, NMML.

48. K. V. Hariharan (ed.), So I Rest =--- Writings and
Speeches of M.A. Master, Vol.2, p.577 and the Scindia
Co. 1in Wdchand * Diamond Jubilee Commemoration

Volume, 1942, W H. Papers, fl. 75(a), NMML.

49. G.D. Khanolkar, WH, Man, His Times and Achievments,
p.378. The site was obtained after the Royal 1Indian
Navy waved its lien over it.

50. Note of interview between Messrs. M.A. Master, G.L.
Mehta and Young with Mr. S.N. Roy, Secretary,
Communications Dept., 24 June 1940, W H Papers, fl.
609, NMML and Master to S.J. Pandya, 5 Feb. 1941, W H
Papers, fl. 610, pt. I, NMML. :
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circumstances, in order to avoid letting the side go out of

their hands.

Thefe was nb grant of subsidy in the cost inQolved in
setting up of the yard, although the Scindias did hope to
- obtain it.%1 This was in stark contrast with the position ih
Britain, Japan, Canada, Australia and America,where shippers
reéeived state help for.building ships during the war and
even in peace time, ih the form of - loans, subsidies and
specific orderé.sthh Canada, the Government proQided the

necéssary aid in helping a ship constrﬁction programme of $

50 million in 1941 to construct a hundred ships.53A In Japan,

51. Mehta to Master, 23 July 1940 and Mehta to H.N. Kunzru,
" 10 Feb. 1941, WH Papers, fl1.610, pt.I, NMML.

52. Master to Jaisukhlal K. Mehta, Secretary, Indian
Merchants' Chamber, Bombay, 15 July 1941 and Note from
Mehta to Kunzru, 25 Feb 1941, WH Papers, fl. 610, pt.I,
NMML, Jugantar' (a translation), 19 Dec. 1944, WH
Papers, fl. 622, Vol.II, NMML; D.L. Neogy,
'Shipbuilding in India, The Modern Review, Jan 1941, p.
62 and Shipping developments in the U.S. (A Memo), 1
Apr. 1930, Comm. Dept, GOI, fl. 34-M.I. (3)/30, pt. B,
NATI. ' '

A place like Hong Kong, without having raw materials
built up its own ship-repairing and ship building®
industry by practically importing all its requirements
from abrsad, while India, possessing her own raw
materials, except for engines, propellers and some
machinery , could not make any progress in the
construction of its yard for many years.

53. WH to Kunzru, 25 Feb. 1941 and Master to J.K. Mehta, 15
July 1941, WH Papers, fl. 610, pt. I, NMML.
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'tbo, the shipbuilding industry progressed greatly due to
state pétronage from 1922-29, bounties were given to
shipbuilders 'on domestic .steél production and certain
éxemptions from import.duties. In 1929, loans on very easy
terms upto -% 3 million were given. Under their scrap and
build schéme; thirty one ships were built and actual subsidy
amounting to é%-6,50,000'and representing half the cost of

the vessels was given.54

In America, during the late 1930's
and the early 1940's, the picture of shipbuilding was very

‘bright. D.L.Neogy states in The Modern Review, dated

‘January v1941, that, "Private shipbuilding yards had theif
own share of shipbuilding well-defined and. the Naval
- Dockyards of the Government were not allowed to interfere
with private enterprise. Even when foreign countries
offeréd to build ships at even half the cost of that of U.S;
building yards, the U.S. Government or the shipping
companies did not look upon them as. a profitaﬁle concern.
Last, but not the least initially the US.Government gave
loans upto 75% of the contiact moﬁey as subsidy but later on
éhanged it to a gift amouﬁting to 33% of the total cost of
building a . ship in an U.S.building yard".55 | In stark

contrast, the Indian Government did none of these things.

54. Master to Kunzru, 22 Mar. 1941, WH Papers, fl. 610, pt.
II, NMML. _ :

55. D.lu. Neogy, 'Shipbuilding in India', The Modern Review,
Jan. 1941, p.62. :
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In fact, its policy, despite the recommendations of the
IMMC, was geared towards completely ignoring the Indian

shipbuilding industry.

The Scindia's wanted the Government's assurance that
they would help those interestéd in shipbuilding.56
qutunately, at this point of time, thé Scindia's were not
hampered by  a; problem -of shortage of capital. In an
Extraordinary General meetiﬁg of the Scindia Company held oh
12 February 1940, the shareholders had égreed to increase
the capital df the Compahy.from Rs,ﬂa crbres hfo Rs.2/4
crores to he1p the»Compan§‘in'going'éhead with its scheme
for_ laying out a shipbuilding and a ship repairing yard.57
Therefore, the.reason for development or, rather, the lack
of it, of an indigenous enterprise in this field was not due
to the fact that Indian capital shied away from investing in
such ventures dr due to lack of entrepreneurial skill, but
becéﬁse of théﬁimpact of British policies'on the economic
front in this country. In fact, the overall attitude of the

Board of Trade and the British Admiralty in India to the

whole idea of a shipyard in India (built by Indians) was,

56. WH. to Linlithgow, 11 June 1938, Comm. Dept., GOI, fl.
20-MI (7)/38, pt.B, NAI. .

57. WH to Sir P.S. Sivaswamy Aiyer, 16 Feb. 1940, WH Papers
f1.609, NMML; D.S. Erulkar to M.A. Master, 10 July
1940, WH Ppapers, fl. 610, pt.I, NMML and G. D.
Khanolkar, "WH Man ..., p.378. :
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according to Walchand Hirachand, entirely unsympathetic and

58 Moreover, Walchand did not consider that

unfavourable",
- the Government was to be credited for the Scindia Company's
acquisition of the Vizag site, as the former not only did
not offer any concessions nor did it provide any special
facilities, 1let alone any financial assistance or subsidy.
In addition, he stated that the port of Vizag had been
unremune;ative to the Governmént and the land had been lying
as a burden on the hands of the Government for a 1long

time.>9

With the onsef of the Seédnd World War in 1939, many
~Indian capitalists, including Walchand Hirachand, had
perceived it as a major opportunity for making an industrial
spurt. According .to Walchand, this was the appropriate
'period for the Government to '"build new industries,
especially key industries . and fill up the gaps in the
economié» system éo as to remove 1India's dependence on
foreign countries in respect of important manufactures,
"chemicals... and to remove'India's economic helplessness in
times of émergency when the supplies might be cut off, but

60

essential services and goods to be maintained". Indian

58. The Amrita Bazar Patrika, 6 Jan. 1941;  Bombay
Chronicle, 6 Jan. 1941 and The Hindusthan Standard, 6
Jan. 1941, WH Papers, {C. 45, NMML.

59. Ibid.

60. The Hindusthan Times, 25 June 1940.
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capitalists saw the war as a period. which would help in

loosening the shackles of colonialism.

The strangeness of Brifish policy towards Indian
. industry is discernible from the reported statement by Sir
Alan Lloyd, Commerce Secretary, on the floor of the Council
of - State, on 29 November 19{0, tha£ (the) "Government are
(was) not proposing to encoufage actively shipbuilding as
part of their war ‘effort".61 This was an astounding
statement coming_, as it did, in the wake of the Commerce
Member's assurance that "the Government Qould help in the
establishment of warvindustries."62 Furthermore, it appears
strange, that, given'the exigenciés of the war, when the
demand for more and more ships had been the outcry of the
British Government, nothing was done to help the 1Indian
shipbuilding ;nterests. Such a stance was in stark ' contrast

—— — —— ——————— - —— — — - G ——

61. See LAD, 29 Mar. 1941, Vol. III, p. 2095; An untitled
article by a Scindia Co. official, 30 Nov. 1940 and The
Hindusthan Standard, 6 Jan.1941, WH Papers, fl1l.45,
NMML; The Amrita Bazar Patrika, 6 Jan.1941; Bombay
Chronicle, 6 Jan 1941, Council of States Debates, 29-
Nov. 1940, WH Papers, fl. 610, pt.I, NMML; Letter from
the Secretary of Indian Chamber of  Commerce to the
Secretary to the Government of 1India, Dept. of
Commerce, 25 Sept. 1943, WH Papers, fl. 70, NMML. and
WH to Kunzru, 25 Feb. 1941, WH Papers, fl. 610, pt. I,
NMML.

62. The Amrita Bazar Patrijka, 6 Jan 1941; Bombay Chronicle,
6 Jan 1941; The Hindusthan Standard, 6 Jan. 1941, WH
Papers, fl. 45, NMML and Master to Kunzru, 22 Mar 1941,
WH Papers, fl. 610, pt. II, NMML. .

177



to a staﬁement made by Sir Ronald Cross, British Member of
Shipping, in a broadcast on 26 August 1940, that ‘"our
reéources are great but they cannotjbe too great to meet the
needs of the future andtwe should frankly welcome all means
.of increasing our shipping by the aid of the shipyards of
the Dominions or elSewhere".63 The Indians attacked the
Governmenf for not_considering 'shipping from elsewhere' as

including ' encouragement for the establishment of

64

shipbuilding in India, while simultaneously getting their

ships built in the Dominions of Canada and Australia in
order to meet their needs for ships as the yards in Britain,
although " working at full speed, were continually suffering

from incessant interruption, dislocation and destruction

owing to air raids. %%

63. WH to Kunzru, 25 Feb 1941, WH Papers, fl 610, pt. I,
NMML; An untitled article by a Scindia Co. Official, 30
Nov. 1940, W H Papers, fl. 45, NMML; An article titled,
'What is the policy of the Government of India towards
the establishment ofa  Shipbuilding Yard in this
country', (author not known), 19 Mar. 1941, W H Papers,
fl1. 61 pt. I, NMML and A. C. Dutta in LAD, 29 Mar 1941,
Vol III, p. 2095. '

64. W H to Kunzru 25 Feb 1941, WH Papers, fl. 610, pt. I,
NMML.

65. Ibid.; L.S. Bisht (Secretary of the Indian Chamber of
Commerce) to the Secretary to the Govt. of India,
Dept. of Commerce, 28 Feb 1947, WH Papers, fl. 70,
NMML, Master to Kunzru, 22 Mar. 1941, WH Papers, fl.
610, pt. II, NMML and Bombay Chronicle, 27 Aug. 1943.
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In demanding that the shipbuilding industry receive
official patronage, the Scindia's and others sought to show
.thét the development of this industfy was very essential for
the progress of the country, not only for overall economic
vdevelopment, but also as a means of defending the country
from a strategic point of view. In putting forward their
case, théy showed that. even powerful countries 1like Great

Britain and the U.S. with huge financial reserves of their

66

own ;gave prdtection to their industries so, by the same
logic, ~ Indians desefved special treatment in this
connection. They stated that it was very essential to have
théir -own' navy of subply' and ' a navy of defence' - the
former to meet the réquirements of her import and .export
trade, as well as, encourage the establishment of such
andillary industries as those supplying machinery and other
equipment that would be required for a shipbuilding
industry, .énd in war time, it was imperative to have an

adequate " Indian built fleet for defensive purposes, given

the country's long and vulnerable coast line complete with

66. Presidential Speech of Mr. K.D. Jalan, delivered at the
2nd Quarterly General Meeting of the Indian Chamber of
Commerce, 14 Nov. 1946. and also at the 21st Annual
General Meeting of the Chamber, 28 Mar. 1947, WH
Papers, fl. 70, NMML and Arthik Jagat, (a translation),
30 June 1941, WH Papers, fl. 610, pt. I, NMML.
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harbours and homestgads.67 Thﬁs, it is ciearly séen that the
Scindia's were not motivated solely by private profits but
also by a politico - ideological consciousness of the
immediate requirements of the country in setting up this

industry.

It was a major grouse of the Indian shipowners that
they were not only prevented from building ships, but also
that all theAshipé in their hands were requisitioned for
'war purposes', whilé ¢ases of British ships plying on the
coasta; 'traffic> routes, to make money for His Majesty'g
»Governmént; were Known. In addition adequate rates were not
paid for the hire of Indiaﬁ vessels and .in the case of 1loss
in attack, they were not suitably récompensed.68 Moreover,

the jealousy of the British interests is quite apparent in

67. Letter from the 1Indian Chamber of Commerce to the
Secretary, National Planning Committee, 3 June 1939, WH
Papers, fl. 41, pt. II, NMML; An article on 'WH',
Scindia Co., no date, WH Papers, fl. 75, (a), NMML;
Master to J.K. Mehta, 15 July 1941, WH Papers, f1l.610,
pt. I, NMML; Mehta's Note, 13 Jan. 1941, WH Papers,
fl. 610, pt. I, NMML; Interview of W H with H.E. Lord
Wavell, the Viceroy of India, 7 July 1944, WH Papers,
fl1. 618, pt. I and MAM Papers, fl. 137, NMML and The
Hindustan Times, 25 June 1940, NMML.

68. Bombay Chronicle, 3 Nov. 1945; Letter from the Indian
Merchants' Chamber to the Secretary, The FICCI, 19 Mar.
1941, and article, ‘Indian shipping and the Policy of
Requisition, (author not known), no date,WH Papers, fl.
61, pt. I,NMML; Master to R. Mudaliar, 28 Feb. 1941,
‘"WH Papers, fl. 611, pt. I, NMML; Circular No. 1097 of
the Scindia Co., 29 July 1941, WH Papers, fl. 612, NMML
and Scindia Co. Note, 21 July 1943, W H Papers, fl.
614, pt. II, NMML. .
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their policy of not allowing Indian built ships to be

accepted in the British Register.69

The war which proQided an excellent opportunity, lfor
the Government, to build up new key industries did not prove
_ beneficiél for India in this respect due to the deliberate
.apathy qf the people at the helm of affairs.’0 Despite the
need of ﬁne hour, Indian enterbrise was not to be encouraged
in any way and the analogy' Nefo‘fiddled while Rome burned'

71

is a fitting description for this situation. Newspapers

like Then Hindusthan Standard and the Basumati carried
articiés reporting a speech by M.A.Master on "Ihdian
ShippinQ", in 1945, which berated the Government for
complaining of the inadequacy of India's sea transport and
squarely laid the blame for this at the door of Governmental
shipping policy which had strewn numerous hurdles, all of
which were not ea;ily.surmountable, in the face of Indian

attempts to build a shipping and shipbuilding industry.’?

The media was thus used as an effective weapon to arouse

—— - ——— —————— . —— ——————

69. WH, "Why India Wants Her own Shipping', India Speaking,
p. 198. '

70. The Hindustan Times, 25 June 1940.

71. “What is the policy of ¢the GOl towards the
establishment of a Shipbuilding Yard in this country’,
(author unnamed), 19 Mar. 1941, WH Papers, fl. 61, pt.
I, NMML. .

72. The Hindusthan Standard, 31 July 1945, and The Basumati
31 July 1945, WH Papers, fl. 90, pt. II, NMML.
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public awareness and to draw a lucid picture of the existing

state of affairs.

The Government cleverly tried to skirt the issue of not
having given any subsidies to the yard at Vizag by
announcing that the Company had not asked for it. The
Scindia's shot back a sharp rejoinder, querying if the
vGovernmént would have been so: amenable, if such a
presentation was made in that direction.’3 This effectively
sealed the mouths of the Government and ﬁade them refrain
from issuing such statements in its favour.‘-it is a  fact
that no subsidy or aid was.givén in céﬁtinuation of a
practice followed even before 1940.74 Upto 1940, national

aid to shipping was as follows :

Table I
U.K. in £ India in &
47,732,480 Loans given to Shipbuilding (1921-40) NIL
320,000 Subsidies given to Shipbuiling (1939-40) NIL
10,000,000 Proposed Loans to be given to Shipbuilding NIL

2,500,000 Proposed subsidies to be given to Shipbuilding NIL

Source : Speech by the President of the Indian Chamber of
Commerce, Calcutta, 23 May 1941, WH Papers,fl.611,
pt. II and MAM Papers, fl.26, NMML.

73. An article by a Scindia Co. official, (untitled), 30
Nov. 1940, W H Papers, fl. 45, NMML.

74. WH to Kunzru, 25 Feb. 1941, WH Papers, fl. 610, pt. I,
NMML:; Speech delivered by Sir Badridas Goenka,
President of the Indian Chamber of Commerce, 23 May
1941, WH Papers, fl.611, pt. II, NMML and G.D.
Khanolkar, op.cit., p. 378. A
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Voices 1like that of Admiral Fitzherbert 'urging for the
development of the shipbuilding industry in India (August
1940) remained echoes in the wilderhess.75 It 1is strange
hearing such statements by an official who had been Vice-
Admiral of the Royal Indian Navy and who, to top it all, was
a Britisher. Not surprisingly, the Government remained

unmoved. '

The Scindia;s had to waste a lét;of time on a doomed
proposal, made at the instance of the Government of India
themselves, regarding bodily'transfer of a shipyard from
U.K. 1in order to facilitate the speedy settingiup of the
-_Yard.76 ‘The Scindia's, ’perhaps, made all the wiser by
experienée, ‘even assured the Government that the steamers
built in the Yard would be placed at the latters' disposal

during the War,77 in order  to prevent the Government

75. WH to Kunzru, 25 Feb.

1941, WH Papers, f1.610, pt. I, NMML. Also a Letter
from the Secretary of the Indian Chamber of Commerce to
the Secretary to the GOI, Dept. of Commerce, 28 Feb.
1947, WH Papers, £f1.70, NMML, Master to Kunzru, 22 Feb.
1941, WH Papers, -fl. 610 pt. I, NMML, Shlpbulldlng in
the Dominions of India!/ 9 July 1943, MAM - Papers, fl.
26, NMML and LAD, 29 Mar. 1941, Vol. III, p. 2095.

76. The Amrita Bazar Patrika and Bombay Chronicle, 6 Jan
1941; The Hindustan Standard, 6 Jan. 1941, WH Papers,
£f1.45, NMML; WH to Kunzru, 25 Feb. 1941, WH Papers,
fl1.610, pt. I, NMML and LAD, 29 Mar. 1941, Vol. 1III,
PpP. 2096-97.

77. Ibid. and The Scindia Co. in Walchand Diamond Jubilee
Commemoration, Volume, 1942, WHPapers, fl. 75(a), NMML.
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dithering in this respect. However, this proposal too, fell
by the wayside as the British Admiralty, the Board of Trade
and the Controller of Shipbuilding in the U K were not

favourable to it and rejected it.78

Despite the ‘entreaties
of the Scindia Co. to His Majesty's Government to offer help
in this connection by extending the necessary facilities
from the U.K., Sir James Lithgow (the Controller of Shipping
and shipbuilding in the U;K.), flatly refused to allow any

shipyard machinéry either new or second hand, to be exported |
to':India, ostensibly, due to the " 'extremely' serious
situation thét England was faced with and 'even if' some
ménhfacturers in England weré willing to sell such
madhinery, he would not permit them to do so0.’9 The 1India
‘Office informed D.S.Erulkar, Managing Director of the
Scindia offices in London, in July 1940 that although the
'Government of India had 'favoured the proposal, they (i.e.
the Indian Government) had not supported it and had not made
a specific recommendation thaf they supported the scheme. 80
This was a flimsy excuse, proferred in order to cover up the

78. WH to Kunzru, 25 Feb. 1941 and Note of The Scindia Co.,
15 Mar. 1941, WH Papers, fl. 610, pt.I, NMML.

79. Note of The Scindia Co., 15 Mar. 1941, WH Papers,
pt.610, pt.I, NMML.

80. Ibid. and Master to Kunzru, 22 Mar. 1941, WH Papers,
fl. 610, pt.II, NMML. According to Master, the- attitude
of the GOI can be described as follows "The GOI will
not say that India claims this assistance. The GOI will
only say give this assistance if you can."
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inaction preceding the final rejection. Another grandiose
plan had collapsed as far as Indian ship building enterprise

was concerned.

The Government ,by steadfastly refusing to consider the
Vizag project, created a lot of problems ieading to delay in
the progress of the Yard. It was a difficult situation as,
in the<‘extenuating circumstances of war,r acquisition of
neceséafy machineé}-machine tobis, steel aﬁd other necessary
mgterials_ from abroad was not going to be eaSy. Moreover,
this  provided the’éovernmentrwith the 'perfect excuse'! for
not aiding this industry in the form of hecessary help in
the shape of men and machinery.81 As Mr.Croft/of‘the India
Office, remarked in an interview with D.S.Erulkar, "the
attitude of the British Government would be that, while they
'fully recognised the importance of a vital industry such as
the shipbuilding industry in India, it was a question of
relativé' importanée. In other words, whether at that time
any men or machinery could be spared from the U.K., for the
purpose of'a shipbuilding industry, was a matter of relative
importancé.82

81. ‘What is the Policy of the GOI towards the
establishment of a Shipbuilding Yard in this Country;
(author unknown), 19 Mar. 1941, WH Papers, fl1.61, pt.I,
NMML and Arthik Jagat (a translation) 30 June 1941, WH
Papers, f1.610, pt.I, NMML.

82. Scindia Co., Note, 15 Mar. 1941, WH Papers, fl. 610,
pt.I, NMML. _ ‘ ' .
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The Scindia's had been running from pillar to post in
order to get their project classified as part of 'the war
effort'. They even met thé éommerce Member, Sir Ramaswami
- Mudaliar, asking him to reconsider the dguestion of the
shipbuilding project as 'war effort'. The latter promised to
do so, although‘he had his own reservatidns as he felt that
since it would.take three to four yeérs_for building ships,
it would 'be difficult to consider .the projecf» as ‘'war
effort'.83 VHOVever; M.A. Masteg, Generél Manager of the
Scindia Co.,f‘gtated positively that if the prdject was
: paésed as a 'war effort', the Company would .be' able to
deliver “the Ships in 1942.84 But, the Government dealt
another blow to the Scindia's when, in 1941, after hinting
that they would consider the Scindia project. as 'War
effort!, in a sudden volte faée, declared that they found
.the shipyard project of the Scindia's less attractive at
that time than before and, as such, obtéining the.license of
His Majesty's Government for the manufacture of machinery .

for' which orders were placed and also for the export of

- —— — D - o ———— —————

83. Minutes of interview between Master and R. Mudaliar, 19
May 1941 and S.J. Pandya to E.M. Jenkins, 21 July 1941,
WH Papers, fl.608, pt.I, NMML and Jugantar (a
translation), 23 June 1943, WH Papers, fl. 608, pt.I,
NMML.

84. Ibid.
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their shipyard machinery to India would be difficult.82
This was a turn around on the assurance by E.M.Jenkins,
Secretary to the Government of'India, on 9 December 1940,
that His Majesty Government "were - prepared to consider
favourably the question of enabling the Scindia's to buy
' ﬁachinery in the U.S. and to felease the dollar exchange for
that . purpose?86ﬁInterestingly, it appéars that .GoVernment
had been givihg such indefinite assurahces to the Company so
that, if ﬁhe need arose, they':could benefit from the
project. But $s~ébon as they found a way out in the form of
the AmericanALease and Lend Bill, no more sympathetic talk
was heard, for under this system they were able to secure
the much needed ships.87 Therefore, the.Scindia's were ' now
dispensable and ‘the reason proferred for not giving them
help was that of the uncertainty of the date when the
construction of ships woula be commenced in the Yardj.88 Upto

October 1940, the authorities were even reluctant to permit

T s - —— - - - —— — - S WD D - —— - — - —— -

85. Scindia Co. Note, 15 Mar. 1941, WH papers, fl. 610,
pt.I, NMML. : _

86. Ibid. W.D. Croft of the India Office in an interview
with D.S. Erulkar, on 30 Nov. 1941, had told him that

" they had given the application of the Scindia's their
careful consideration from the point of view of
treating the Scindia proposal for a shipyard in India

as a War measure. Such an indication had raised Scindia

hopes.
87. Ibid.
88. Ibid.
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pdrchase in America on the grounds that it would "upset the
dollar exchange position between America and India,"89
British policy sought to block éll those avenues through
which Indian enterprise would have benefitted. Undoubtedly,
it was the Government which, in the first place, was
responsible fof the delay in setting up the Yard, as also in
the uncertainty :egarding the time when the first Indian

ship would emerge from the Yard.

In 1940, it was broughtjto light that thev{Government
was building small trawlers (_eiéht in number) at Bombay and
was also building small ships. These were not being
constructed by any Indian enterprise, although Indian
,companies. like the Eastern Bengal S.N.Co., The Indian
Shipping Company Ltd. ( of L.N.Birla)and the Howrah Trading
Company Limited ( of K;D. Jalan) were building small vessels
at that time. On being asked why Indian EOmpanies were not
obtaining Government orders, despite the fact that they'ﬁere
capable of meeting their requirements, Sir Guthrie Russell,
Director Genergl of Engineering, merely stated that he would
"see what these companies could do for the Government."?0
Indian enterprise was, thereforé, grossly neglected.

89. 1Ibid. and Note by K.J. Shah on *The Repatriation of
India's Sterling Dept.', Feb. 1942, WH Papers, fl.72,
NMML L] )

90. Proceedings of the meeting with Sir Guthrie Russell,

Director Feneral of Engineering (Indian Chamber of
Commerce), 5 Sept. 1940, WH Papers, fl. 61, pt.I, NMML.
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The Government's recalcitrance towards the Scindia
Company's efforts is clearly apparent in their attitude
towards the latter's peﬁition for help in getting steel,
from the Tatas, for their workshops and for the hulls of the

ships which they proposed to"build. The Government,
instead, declared that it would only be made possible

- provided other'requirements' were satisfied®l '‘Requirements'’
- was just thé operative wofd, used, to disguise’ their real

intentions; for a Press Communique, issued by the Government

of India, dated 16 December 1940, read as follows: 22,

The Government of India have also been very
sympathetic to the scheme for establishing a
shipbuilding yard, a site for which has finally
been decided upon at Vizag. There are considerable
difficulties in starting a shipbuilding project,
in time of war, such as procuring the necessary
ships' . engines, Wwhich cannot be constructed in
India, and securing steel for the ships' hulls.
the Government of India having used their good
offices with His Majesty's Government to obtain
the necessary assistance from the U.K., so far as
the urgent needs of the war permit the U.K. to
furnish assistance and will continue to do all in
their powers to help in overcoming difficulties.

Made wiser through experience people, 1like Walchand

Hirachand and M.A.Master, saw the Press release as a sham.

They could not comprehend as to why the Government did not

91. “What is the Policy .... Yard in this Country', author
unknown. 19 Mar. 1947, WH Papers, fl.61, pt.I, NMML.

92. Extract from Press communique, GOI, 16 Dec. 1940, WH
Papers, fl. 612, pt.II, NMML.
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consider it to be its duty to remove obstACles in obtaining
machinery and steel instead of adopting an unhealthy .
attitude towards indigenous efforts at shipbuilding.93 In
fact, the Co. had already received a letter from
E.M.Jenkins, dated 6 Febfuary 1941, the contents of which

speaks for itself. It stated that:?4

even if the Government is able to provide the
steel necessary for shedding, it is in no way
committed to provide the necessary structural
steel and plates for shipbuilding which... will
entirely depend on whether more urgent demands on
the  supply available exist, when your demand
forward. S

‘The ' Company had, earlier, already acquired machinery.
(which they had been offered in 1940), on its own merit.

Suppliers in the U.K. and New York had offered them Rs.9

5

. lacs worth of machinery,9 even when the site had not been

finalised and the Scindia's were thrown into the horns of a
dilemma: because obtaining delivery of the goods could have
resulted in placing the 'cart before the horsef, - especially

keeping in mind the vacillating tactics of the Government.

And, when the administration condescended to make the

93. Master to Mehta, 20 Mar. 1941, WH Papers, f1.612, pt.2,
NMMIL,; Master to Kunzru, 22 Mar. 1941, WH Papers,
fl.610, pt.II, NMML; The Amrita Bazar Patrika and
Bombay Chronicle, 6 Jan.1941 and The Hindusthan
Standard, 6 Jan. 1941, WH Papers, fl.45, NMML.

94. E.M. Jenkins to WH, 6 Feb. 1941, WH Papers, fl. 610,
pt.I, NMML.
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_effdf£ .to make steel available; which, as they immediately
sought to inform the Scindia's, would involve overcoming
several difficulties, it was to impose a condition upon the
.Scindia's. This meant that the latter had to be prepared to
build ships for naval purposes. To this, too, the Scindia's
agreed96 and were even willing to compensate for any lack of
machinery vby utilising the services of manual = labour in

order to begin work. 27

That Qas*hot’ail! in promiéing to deliver steel, the
State came up'nwith anofher pre-condition, 'asking the -
‘Scindia's to.brdvide a specific date on which to deliver the
goods, that is, the ships, if it wanted to obtain steel.98
The sCindia;s immediately protested saying that unless they
knew in advance about the date when the supplies wauld come
in, it was not possible to predict beforehand the time to be

taken in producing ships..99

1

However, the Government

95. Master to N.R. Pillai, 16 Mar. 1940, WH Papers, fl.
609, NMML and WH to Master, 5 Apr. 1941, WH Papers,
£1.610, pt.II, NMML.

96. - Mehta to Master, 28 Jan. 1941 and Master to Pandya/ 5
Feb. 1941, WH Papers, fl1.610, pt.I, NMML.

97. Minutes of Interview between WH and E.M. Jenkins, 1
Apr. 1941, WH papers, fl. 610, pt.I, NMML.

98. Pandya to Jenkins, 11 July 1941, WH Papers, fl. 608,
pt.I, NMML and Mehta to Master, 28 Mar. 1941 and 22 May
1941 and WH to Master, 5 Apr. 1941, WH Papers, fl.610,
pt.II, NMML. :

' 99. Mehta to Master, 28 Mar. 1941 and 22 May 1941, WH
Papers, f1.610, pt.II, NMML.
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appeared to be adamant and, therefore; the Scindié!s had ¢to
bend a 1little, so that whatever little they had <attained
till that time was not wiped out. They estimated that they
would take around eighteen to twenty one months to deiiver
completed ships, if. the requisite high priorities very

awarded immediately.100

:it could not be denied that any sort of delay would
haQe.proved to be very'dear. Earlier, the Government had not
permitted the ‘purchase of materials from America on the
grouhds that it¥would affect the exchange position between
that cbuntry ahd India.-When they did agree to allow such
imports, in late 1940, the Scindia;s found to their chagrin,
that.the price of machinery in America was 400% higher than

the prices which they obtained for similar machinery in the

UQK. 101

- 71942 witnessed the escalation of conflict in the arena
of the Second World War and along with it increased the
purden on the Scindia's who had, until that time, already
faced numerous problems in dealing with the Government .1ike

that of obtaining a site for a labour colony, a railway

100. Pandya to Jenkins, 21 July 1941, WH Papers, £1.608,
pt.I, NMML. E :

101. Jenkins to WH, 9 Dec. 1940 and Scindia Co., 15 Mar.
1941, WH Papers, fl. 610, pt.I, NMML and Mehta to
Master, 28 Mar. 1941 and WH to Master, 5 Apr. 1941, WH
Papers, fl. 610, pt.II, NMML.
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Consequently, steps Qere taken for the removal of
machinery and stores to Bombay which left the Demolition
Squad oniy with the option of destroying the slips, the
workshops and the buildings in the workshops as well as the
buildingé- in the colony.lOG- It came. to the notice of the
Scindia's, that the Royal Indian Navy was proposing to
utilise . the buildings constructed by them. In that case,
they felt-that they were entitled to some,amount of rent for
the same.107 They believed thét they could not be blamed
for seeking to obtain some sort of return on their

investmént, especially, when a lot of effort had gohe, into

making such a progress in this yard as they had achieved.

| There .was a dispute between the Government and the
Scindia's’fegarding the cost to be borne for the transfer of
materials to Bombay. The Scindia's wanted the cost to be
borne by the Gove}nment and, according to them, Sir Guthrie
Russell had stated that the matter was receiving their
consideration.' But, the Government, instead, charged the
Company for having agreed to move without raising the
question of payment, as their shipyard labour had already
run away.108 In the face of such extreme statements, it is

106. Master to Mehta, 22 Apr. 1942, WH Papers, §l1. 608,
ptoII', NMML. '

107. Ibid.

108. Ibid. and Sir H.P. Mody (Supply Member) to Master, 12
Aug. 1942, WH Papers, f1.608, pt.II, NMML.
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connection and also the'necessary components required for
building a yard.]"02 They had, however, not remained idle all
this while. They had been extremely busy completing all the

work that required mainly timber in construction.193

Followihg .a ‘'scorched earth' policy of deliberately
destroying all industries, before the enemy had a chance to
strike, the Government ordered the demolition of the Yard in
eariy 1942 (after assuring payment of 80% of the cost of
machinery destrbyéd) under an ordinance providing for the
inéurance of certain propertiesvin British India.}04' The
Scihdia's, while not aiming to do anything that miéht help
the eneny, had no intention of allowing the destruction of
an enterprise which they had brought to a certain level of
construction and readiness for the building of ships, after

strenuous efforts and great difficulties and which, if

destroyed, would take a very, very long time to rebuild.105

102. Mehta to Master, 30 Oct.'1940, WH Papers, fl. 610, pt.I
: NMML.

103. The Scindia Co. to Commander A.W. Wood, Staff Officer
(Admiralty), Naval HQ, New Delhi, 24 Apr. 1941, WH
Papers, £f1.610, pt.II, NMML.

104. Master to Mehta, 22 Apr. 1942 and Mehta to Master 27
Apr. 1942, WH Papers, fl. 608, pt.II, NMML and Mehta
(as President the FICCI) to L.G. Pinnel, oOfficiating
Private Secretary to H.E., The Viceroy, 10 Mar. 1942,
WH Papers, f1.613, pt.I, NMML.

105. Master to Mehta, 22 Apr. 1942 and Mehta to Master, 27
Apr. 1942, WH Papers, f1.608, pt.II, NMML.
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difficult to sift the truth out of them, but it is true that.
help or no help, the Indian shipbuilding industry was in

dire straits.

In Bombay, itself, there was blatant discrimination
against Indian shipbuilding interests. According to
G.L.Mehta , the Government of India aqcepted the principle
vthat when repair workshops and ships Qere put up solely withv
a view to help in war effort and when workshops were not.
réquired by the concern putting.thém up for their nérmal
peace time requirements; the cost.'éf constructing such
~workshops and ships, as well as,ﬂthe cost of plant and
ﬁachihery for the,operatidn of workshops Were to be met by
the Government éf India. In this connection, the Government
rendered financial help to facilitate extensions to the

109 No such assistance was given to the

1

Scindia workshop inh Bombay despite the fact that, when the

Mazagaon Docks.

Government permitted them or hostilities ceased, they would
revert back to Vizag.llo E.M.Jenkins staved off their
argument with the lame excuse that their layout was cramped

"and unsatisfactory.111 It is intriguing as to how this could

109. Mehta to Mody, 1 July 1942, WH Papers, fl. 608, pt.II,
NMML.

110. Ibid.
111. Mody to Master, 12 Aug. 1942, WH Papers, f1.608, pt.II,

NMML and Conversation between Mehta, Master and
Jenkins, 25 July 1942, WH Papers, fl. 613, pt.II, NMML.
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be cited as a disqualifying factor, when even British
officials like Sir Guthrie Russell, Rear Admiral Turner and

Mr. Henderson had approved of the layout.112

A majér irritant at this time was the wrong impression,
created in the minds of the authorities in England, that the
Scindia company had abandoned its scheme for fhe building of
ships at‘Vizag; This resulted in_a_host.of problems like the
ban on the import of steel and machinary for - which orders
had been placed in the U.K.113 prior to this, the Government
'vVihad, even, refused to allow the import of two sets of
machinery Ifor which orders héd beén placed in the U.K. or
the grounds that the available.space Was necessary.for the
import of food grains.114 They did not consider the
shipbuilding industry to be important enough to deserve a
little amount of space~ A space, which would have been much

smaller than that occupied by one lac tons of wheat.

The Government had no compunction in sending a 1letter
to the Company informing them that, as the Vizag scheme was

indefinitely postponed, the property at Vizag was not

112. Conversation between Mehta Master and Jenklns, 25 July
1943, WH Papers, fl. 613, pt.II, NMML.

113. Interview between Master and Mudaliar, 25 May 1942, WH
Papers, fl1.613, pt.I, NMML and Master to Mody, 10 Oct.
1942, WH Papers, fl. 608, pt.II, NMML.

114. Master to Pandya, 3 Dec. 1942, WH Papers, fl. 608,
pt.II, NMML. : A
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iﬁsurable.115 The Scindia Company, virtually, had to beg the
Government not to adopt this attitude as the amount involved
was about Rs. 25-30 lakhsllé The Company, while facing such
stumbling blocks every inch of the way under colonial rule,
had, all along, been continuously onlthe lookout for support

from prominent individuals, 1like Jawaharlal Nehru and
others. 1In a letter to Jawaharlal Nehru and friends, dated
18 'June 1942; Walchand gavé a detailed description of the
problems faced by them due to the uncongehial stance adopted
by the Governﬁent. He, categorically, stated that the
Government concéntfated mofé on ship Frepairing than ship -
construction.117 Given the disheartening experiences of the
Scindia's withrthe Government, it will not be difficult to
contradict the statement of the Editor of, the pro-
Government newspaper, “The Times of India',dated 24 June
1941, which announced that the Government had "not been

inactive" in providing help towards the building up of the

115. Minutes of the Meeting of the Board of Directors of the
Scindia Co., 19 June 1942, WH Papers, fl. 612, pt.I,
NMML and Mehta%interview with S.R. Zaman, Additional
Deputy Secretary to the GOI., Dept. of Commerce, 22 May
1942 ,WH Papers, fl. 615, pt.1, NMML.

116. Mehta to Master, 22 June 1942, WH Papers, fl. 608,
pt.II, NMML.

117. WH to Panditji and friends, 18 June 1942, WH Papers,
FL. 613, Vol.I, pt.I, NMML.
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yard.118 The Government was certainly not inéctive, in fact,
it had been very much active in placing a spanner in the
works; ali aimed at indefinitely delaying the project.
Moreover, any encouragement that was given was, not

proferred towards Indian efforts but, directed at helping

British enterprise. An extract from The Indian Social
Reformer, dated 12 July 1941, referred to the aid given to a
firm headed by a Mr. Haddow, which in 1941, built a ship,
"The Travancére" as an addition to the Royal Indian Navy._119
At such a“ critical juncture, Dr. Grady of the American
Technical Mission adViSedvIndiah'entrepreneurs to stick to
repairing ships and wait for construction of ships after the

war.120

In addition, the authorities appear to have been so
paranoid about the possible success of the Scindia
enterprise :that, in 1941, they threatened to 1let the

shipbuilding scheme "fall through' if the Scindia's did not
118. The Times of India, 24 and 25 June 1941.

119. The Indian Social Reformer, 12 July 1941, WH pPapers,
£f1. 608, pt.I, NMML.

120. The Hindu, 19 July 1942 and Sir R.Lumley (Governor of
. Bombay) to the Marquess of Linlithgow, 25 May 1942,
The Transfer of Power, vol.II, p.1l16.

Dr. Grady of the American Technical Mission, which
visited 1India in 1942, had a poor opinion of 1Indian
industrialists and accused them of being solely
motivated by profit. : :
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entice labour and expefts from other shipyards or
establishments engaged in "War work" as well as provide
information about their own sources of labour - at the saﬁe
time, no encouragemeﬁt was provided by the State in
ebtaining the services of experts from abroad.12! The co. in
order to avoid unnecessary interruptions gave such
assurances and also provided the information that they were
| plahning to draw their'lebeur requiremeﬁts from their own
enterprise, that is, The Hindustan Construction ' Company
Ltd., as well as from various ehgineering_COileges like The
Vietoria Jubilee Technical ;nstitute, Bombay and the
Engineering College at Poona.122 The Scihdia's, on their
own, secured the serVices of six technical men, as well
as, the Shipyard Manager, Mr. Crﬁickshank ffom abroad. 123
The Scindia's were able to make progress entirely due tb
their determination to succeed in the face various
obstacles. They were not constrained by a lack of technical
expertise.

121. Minutes of Interview between Master and Jenkins, 22
Sept. 1941, WH Papers, fl. 608, pt.1, NMML.

122. Pandya to The Secretary to The GOI, Dept. of Supply, 24
Aug. 1941, WH Papers, «&. 608 pt. I, NMML; A
MacFarquhar, Deputy Secretary to the GOI, Supply Dept.
to the Manager The Scindia Co. 7 and 8 Oct. 1941, WH
Papers, fl. 608, pt.II, NMML; A.C. Dutta in LAD, 29
Mar. 1941, Vol.III, p.2096 and K.V. Hariharan (ed.), So

I Rest.... M.A. Master, Vol.II, p.577.

123. cable from WH to Jenkins, 15 Dec. 1941, WH Papers, fl.
608, pt.II, NMML. :
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Towards the end of 1943, the Directorate General,
Shipbuilding ‘and Repairs granted the permission of a
retransfer to Vizag.124 Hoﬁever, the shift did not change;
the status quo. During the period prior to,and during, the
two transfers, which was roughly around two years, the
Company had done repair and construction work to the effect
of approx1mately Rs. 90 1akhs.125 THe Government still,
reqgulated the activities of the Yard during the war.126 The
Governmentvpromised to help the Scindia's but did nothing of
the sort. ﬁhen the. latter asked for the Government's
permissioe to build a thousand feet jetty for fitting oﬁt
Vbig ships,‘ after protracted negotiations they were given
materials to construct two small jetties of twenty five feet
each.127 Such'e concession, virtually, amounted.to nothing.
An assurance that the Scindia's might be given the work of

constructing a floating dock at Vizag (for which they had

been waiting) also came to nought, obtensibly, on the ground

- ——— . - - —— . ——— - . ————

124. The Scindia Co.. to Sir Akbar Hydari, Secretary to The
' GOI, Dept. of Industries and Civil Supplies, 13 Nov.
1944, WH Papers, fl. 608, pt.II, NMML.

125. Ibid.

126. Speech of A.C. Chatterjee, Manager, Scindia Cco.
welcoming Dr. B.C. Roy, Premier of W.Bengal on board
the §S.S. Jala Usha, 3 Dec. 1948, WH Papers, fl. 625,
pt.II, NMML.

127. Speech delivered by S.J. Pandya at a party in honour of

Dr. S.P. Mukherjee, Minister for Industry and Supply,
GOI, 1 Jan.. 1948, WH Papers, f1.615 pt.I, NMML.
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that their overheads were high.128 The Scindia's lashed out
at this unjust allegation. They were quite open about the
possibility of cost escalation; the reasons for which, as
they stated to the Government, were beyond their control.12?
Even after sinking about a crore ana twenty lakhs of fupees
in the Vizag.Yard and in the orders for propelling and other
" machinery, the Government had not allowed this machinery to
be imported into Indiaﬂ'Intriguingiy, the British officials
stated that "Hitler' and not His Méjesty's Government or the
- Government of India ‘was responsible for the problem of
aelay iﬁ acquiring steel. 130 However, F.W. Ecker, Chairman
of the Aﬁerica Lend-Lease Mission to India had observed, on
15 February 1943, that:131

Steel and other industrial products are coming to

India under Lease-Lend to supplement India's own

production. They are used heir not only to

manufacture weapons but also for essential civilian
needs.

128. Master to WH, 10 May 1944, WH Papers, fl. 617, NMML.

129. The Scindia Co.to The Directorate General, Shipbuilding
and Repairs, 8 Dec. 1944, WH Papers, fl. 618, pt. II,

NMML.

130. Master to Waugh, 3 July 1943, WH Papers, Fl 608, pt.II,
NMML.

131. The Scindia Co.,. to The Directorate-General,

Shipbuilding and Repairs, WH Papers, fl1.618, pt.II,
NMML; Master to WH, 24 May 1943; WH Papers, fl. 614,
pt.II, NMML; The Scindia Co., to Sir Akbar Hydari, 13
Nov. 1944, WH Papers, fl. 608, pt.II, NMML and Master
to N.R:. Pillai, 30 June 1943, WH Papers, fl. 614,
pt.II, NMML.
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Quite - clearly, the Government can be accused of gross
misrepresentation of facts, in addition to not considering
the shipbuilding industry as falling under the .purview of
"essential' <civilian needs. But even thén, the Scindia's
stuck to their guns. They weré determined to build ships and
told the Government so.132

The post - War period was treated with scepticism by
: Fhe Indians; The Govérnmént of India issued a statement
advocating far reaching steps to encourage the fapid
industrialis§tion of India, with State'assistance and under
State control, and ‘cSntemp1ated, among other things,
bringing twenty basic induétries (including shipbuilding) by
Central legislation, out of the Provincial, into the Central
List133 in order to facilitate speedy reconstruction. The
Indian sidé was not so receptive to the Government's
realisation of the vulnerability of India's position'
demonstrated by her inability to find adequate shipping,
from her own resources, to provide for ‘the transport of the
food required by her.134 The Government had to face flak for
132. Master to WH, 9 Mar. 1944, WH Papers, f1.617, NMML.

133. Master to WH, 18 Jan. 1944 WH Papers, f1.617, NMML; The

Times of India, 27 Oct. 1944; The Hindu, 28 Oct. 1944;

Memo by L.S. Amery, Secretary of State for India

Office, 2 May 1945, The Transfer of Power, Volume V,

p. 100 and M.A. Haque in LAD, 12 Aug. 1943, Vol.III,
p.645.

134. The Amrita PBazar Patrika, 30 July 1945, and The
Hindusthan Standard, 3 July 1945 and The Advance, 30
July 1945, WH Papers, f1.90, pt.II, NMML.
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it, alone, was to be‘blamed fér the deplbrable  state of
affairs.l133 Walchand Hirachand cautioned the people of India
against being too optimistic over the much advertised 'Post-
War Reconstruction Plan' as he felt that it had not given

due recognition to the national maritime trade.136

The Scindia's had another problem on their hand, when a
. strike situation}developed in September 1945 owing to the
- dismissal 1of 700 workers by the Co. on the grounds that
enough orders were not béing obtained from the Governmeﬁt.
f In additidn, the President of the'Andhra_Regionai Council of
' the All iﬁdia Trade»Union Congress accused the cbmpany éf
giving a lame excuse to cerr their actions.137 This wasv
just another dimension to the.multifaribus problems faced by
the Scindia Co. Fortunately, by 24 'September 1945, the

strike ended and work went on, as before.

In 1946, in view of the mounting costs of labour and of
materials due to the extraordinary delay in acquiring, as
well as the shortage of, materials (including steel, timber

etc.), the Scindia Co. prepared a Note for submission to the

135. Ibid. and A.R. Mudaliar in a reply in LAD, 15 Feb.
1945, Vol.I, p.389. :

136. Juganter, (a translation), 19 Dec 1944, WH Papers, fl.
622, pt.II, NMML.

137. The Hindu, 27 Sept. 1945 and The Amrita Bazar Patrika,
27 Sept. 1945. | |
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Tariff Board regarding protection for the Shipbuilding
Yard.138 This proposal, too, came a cropper at the hands . of
the Colonial Government who refused to entertain a petition

for assistance to the Yard.13°

"VBut, the Government could not remain immune to the
| changing atmosphere in the country. In connection with the
War-Reconstruction pfogramme, Sir Ardeshir Dalal, member of
Executive Council (in charge of Planning and Development),
insisted on certaiﬁ safeqguards to protect and build up
Indian industrial interests.leiin a comment, Lord Wavell,
the Viceroy, stated thét it would be more reasonable and
beneficial to their own industrial interests, if they were
prepared to show some sympathy towards India's ‘ambition
towards industrialisation than rejecting such proposals
similarly. In this spirit probably, a Panél on Shipbuilding
| was appointed by the Government, in 1945, consisting of
Indian members; namely Rao Bahadur, Shivrattan Mahatta, Sir

Abdul Halim Ghaznavi, M.A. Master and Sir B. Rama Rao

138. Pandyavto Master and Mehta, 3 Apr. 1946, WH Papers, fl.
608, pt.II, NMML.

139. Note for Government assistance to Scindia shipyard at
Vizag, Apr. 1946, MAM Papers, fl. 193, NMML.

140. Viscount Wavell to Amery, Secretary of State for 1India
and Burma, 2 Jan. 1945, The Transfer of Power, Vol.V,
p.352 and Note by Lord Wavell, 11 May 1945, The
Transfer of Power, Vol.V, pp. 1026-27.
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'(Chairman).141 ‘The Chairman of this Panelz immediatély,
responded to the Scindia entreaties for help by stating
that he felt that the Report of the Panel would not prové
disappointing "to that Indian Company which had achieved so

much despite so many handicaps."142

Building of ships started, at long last, in 1946 and
the first of India'é 8@00 ton cargo ships were expected to
turn out in ‘twelve to-éighteen months.143 The hulls of two
steamérs were laid, one on 20 June and the other on 22
August 1946. A third gerth was:cbnstructed‘in addition .to

the existing two;144 But the problems were not over.

The departure of Sir B. Rama Rao for Japan, in 1947,
temporarily brought a halt to the activities of the Panel.

Therefore, for the time being, a report regarding what

141. Times, 8 June 1945, WH Papers, ¥l 90, pt.II, NMML and
WH's Speech on the occasion of the launching of S.S.
Jalaprabha, 20 Nov. 1948, MAM Papers, f1.238, NMML.

142. Speech by Tricumdas M. Goculdas, Resident
Representative of the Scindia Shipbuilding Yard
welcoming Sri Rama Rau and other members of the
Shipbuilding Panel, 24 Sept. 1945, WH Papers, fl. 615,
pt.I, NMML and The Amrita Bazar Patrika, 27 Sept. 1945.

143. The Advance, 24 Nov. 1945 and The Free Press Journal.
23 Nov. 1945, WH Papers, f1.608, pt.II, NMML; K.V.
Hariharan (ed.), So I fest... Writings.of M.A. Master,
Vol.II, p.577 and speech by WH at the "Extraordinary
General Meeting of the Company, 5 Mar. 1946 ,WH Papers ,
fl. 620, NMML. ,

144. G.D. Khanolkar, op.cit., p.403.
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assistance and facilities were to be given to the industry,

in order to allow it to grow on sound economic lines,145
could not be presented.
However, things improved after Independence.

Developments in the shipbuilding industry in independent

India will be discussed in the next chapter.

145. Speech by WH at the Ordinary General Meeting of the
Shareholders of the Co., 21 Nov. 1947, WH Papers, fl.
327, NMML.
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CHAPTER -V

Independence and its Impact on Shipping
and Shipbuilding : 1947-1952



Chapter Vv

INDEPENDENCE AND ITS IMPACT ON S8HIPPING
' AND SHIPBUILDING (1947-52) .

Independence removed thé major obstacle, namely the
uncooperative colonial Government, that had been dogging the
shipping and shipbuilding industry since its inception. The
period of. deliberately sébdtaging the growth» of an
independént enterprise appeared to be over. Attenﬁibn . how
shifted to the changing hature of the problemswfaced by the
shipping and 'shipbuilainéz industry as also' to the
reorientation of stfategies to be employed in order to

facilitate its growth.

Though the major problenms due to an unsympathetic
Government were over, Indian business was still faced with a
severe crisis; partially conjunctural and partially as a
result of India inheriting a backward colonial structure. As
for the first, the immediate post-War period posed a major
problem for industry the world over-difficulties arose
because of shorfage of machinery and capital goods, a
massive rise in prices and, in the case of 1India, food
shortage which meant that resources had to be channelised in
that direction; for example, foreign exchange had to be

utilised for food imports.

Secondly, because India inherited a backward colonial
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structure the problems were even more prondunced. India had
to import wvirtually all its capital goods, machines and-
technical know- how, as colonialism had prevented any

meaningful development in these areas.

It is in these conditions, inherited by independent
India, that the shipping industry was to attempt a new
breakthrouéh. ‘While Independence and a'national Government
opened up several opportunities the pafh ahead was not, by

any means, going to be easy.

The' new Shipping Plan announced by the independent
Government of 1India, in November 1947 had a broad-based
foundation resting on close cooperation between the state
and private enterprise. It was stated that they would,
hereafter, adopt every possible method of encouragement, as
was done in America and England, to develop their national
shipping. This assiseance was conditional, on the ground
that the Government should be invested with effective
conﬁrol in matters of policy making and general’
- administration - all this was enunciated in the principle of
mixed ownership and control by the Government and private
enterprise;1 a principle continuing in the functioning of
the Indian enterprise even today.

1. The Eastern Economist, 14 Nov. 1947, p.675; Bombay
Chronicle, 14 oOct. and 9 Nov. 1947; The Hindustan
Times, 10 Nov. 1947 and The Statesman, 10 Nov. 1947.
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The Government created, in 1948, a separate Department
of Shipping to be in complete charge of all matters
concerning shipping and shipbuilding.2 This gives an idea of
the stress 1laid by the Government upon developing this

industry.

A beginning was made in the overseas trade from 1947
with the first overseas service between India and America
being inaugurated by the Scindia Company on 17 March 1947.
Also, a regular liner service between India and thé U.K. was
started by the same Company in'i947-48 with all possible

help from the Government. >

Plans wefe made to assist Indian shipping companies in
ihcreasing their tonnage in order to reach the target of 2
million gross tons.?4 The Government was well aware that the
shipbuilding yard at Vizag would not be dble to turn out
tonnage at as fast a rate as was necessary and hence they

took pains to secure for Indian shipping the 'Victory' and

'Liberty' styled ships from the U.S.A.>
2. The Eastern Economist, 6 Aug 1948, p.211.
3. K.V. Hariharan (ed.); So I ... Writings and Speeches of

M.A. Master, Vol.I, p. 294 and National Standard, 22
Nov. 1947, MAM Papers, f1.210, NMML. .

4. D.M. Khatau's speech, 14 Apr. 1950, WH Papers, fl.326,
NMML. :

5. Bombay Chronicle, 5 Nov. 1947; The Statesman, 4 Nov.
- 1947, and The Eastern Economist, 6 Aug. 1948, p.211.
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_However, the Government realised the need of a more
broad based policy to secure a greater share in the overseas
trade for Indian shipping companies. Therefore, they entered
into negotiations and signed treaties, with Finland,
Austria, Czechoslovakia and Poland, which allowed a
reasonable and adequate proportion of the carrying trade
between' these countfies and India.® The Government also
helped Indian shipping companies to become full time members
of the Shipping ' Conference controlling ~ the
India/UK/Continent, India/North America, India/Australia and

7 The companies that operated in the

India)Malaya trades.
overseas trades in 1950 were the Scindia Co., The India
Steamship Company Ltd. and the Eastern Shipping Corporation,
with the first and the second operating in the
India/U.K./Continent trades and with thé Scindia's also
functioning in the India/North American trade.® The Eastern
Shipping Corporation éperated in the India/Australia and the

India/Malaya Trades.?

6. S.P.  Mookerjee, Minister for Industry and Supply in
LAD, 6 Feb. 1950, Vol.I, p.95; Eastern Economist, 23
July 1948, p. 149 and Capital, 24 June 1948, p.1102,
MAM Papers, f1.248, NMML.

7. Reply by Sri Prakasa, Minister of Commerce in LAD, 14 Dec.
1950, Vol.I, p. 894.

8. Ibid., p. 895 and The Eastern Economjst, 15 Aug. 1948,
p.259

9. Ibid.
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In order to facilitate the entry of Indian shipping
into all the important overseas trades and to assist in
solving ‘the difficulties experienced by Indian shippingA
companies in raising the.necessary capital, thé Government
prepared a scheme for setting up three Shipping Corporations
with a capital of Rs 10 crores each, with the Government
contributing not less than 51% of the total :capitai. The
expecﬁatioh was that eéch Corporation'would bezexpected to
have a minimum tonnage of 100,000 groés tons. Moreover, it
would supported by a Government assurance that the losses in
the firs£ five years would be made good by it.10 The reann
behind this move was the-Government's belief that, in a
still backward maritime country like-Ihdia, it was only a
Government controlled orgahisation which, by revealing its
interest in this branch of transport would be able to
encourage the flow of private capital and diversion of
private enterprise to shipping services, eliminate unhealthy
competition between Indian companies in the same trades and
to . prévent the establishment of private monopolies.11
However, ""it must be taken into account that in the pre-~-

independence period, perhaps a monopoly position was

.

10. The gaste;n' Economist, 6 Aug. 1948, p.211; Bombay
-Chronicle, 5 Nov. 1947 and The Statesman, 4 Nov. 1947.

11. Bombay Chronicle, 5 Nov. 1947 and The Statesman, 4 Nov.
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necessary for the Scindia's to survive the unfair State

patronised competition of the British shipping lines.

The first Government Corporation, The Eastern Shipping
Corporation, was registered in March 1950 with an initial

capital of Rs. 2 crores.l?

Necessary assistance was also
given ?o Indian shipping companies for acquiring additional
tonnage by furnishing information regarding availablé
facilities and arfanging liberal release of foréign

exchange.13

All this 'was a refreshing change fromv the
inactive attitude of the Government in the pre-independence

era.

The principle of total resefvation of shipping for
national  concerns was accepted and, officially, an
announcement to this effect was made on 15 August 1950.14
This was absolutely necessary for until 1948 pnly 30% of the
ships engaged in coastal trade were owned and managed by

Indians.15 The Indians owned 57 steamers of 1,421,512 tons

12. Sri Prakasa inLAD, 14 Dec. 1950, Vol.V, pp.894-95.
- 13. Ibid. |

14. Ibid. pp. 896-97; K.V. Hariharan (ed.), So I Rest ...
Writings and Speeches of M.A. Master, Vol.I, p. 295;
The Eastern Economist, 15 Aug. 1948, p.259 and K.C.
Neogy Minister of Commerce in LAD, 24 Feb. 1949,
Vol.II, p.1018.

15. Speech by S.P. Mookerjee (Minister for 1Industry and
Supply) at a tea party in his honour given by the one
Scindia Co., Jan. 1948, WH Papers, f1.615, pt.I, NMML.
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gross and,non—iedians 54 steamers of 2,96, 676 tons gross in
the coastal trade in India.l® To progressively increase the
ehare of of 1Indian shipping in the coastal trade and
ultimately.resefve it wholly to it, the Government announced
that they would freely license Indian owned ships for the
coastal trade.l? This policy was introduced under the
Control of Shipping Act, 194718 and amended by the Control
ef Shipping (Amendment) Acts of 1948 and 1950.1° Qnder the -
Act, fhe Government had powers to fix shipping rates in
respect of any ship engaged in the coasting trede with the
rates generally 1left +to be fixed-by the 1Indian Coastal
Conference and unless the rates appeared to be unduly
excessiﬁe, the Govefnment would not ordinarily interfere in
this matter. 20 Through this method, considerable progress
was made and by 1950, Indian shipping had grown to an
aggregate of 4 lakhs tons gross as compared to 1 lakh gross

tons in 1947.21

-—— - ———— — ———— — Y W - ———— P W = —— - -

16. C.H. Bhabha, Minister of Commerce in LAD, 11 Mar. 1948,
Vol.III, p.1817. '

17. K.C. Neogy in LAD, 24 Feb. ‘1949, Vol.II, p.1018.

18. S.P. Mookerjee in LAD, 6 Feb. 1950, Vol.I, p.95 and
'The Control of Shipping Act', 1947, MAM Papers, fl.
289, NMML.

19. Mr. Gopalaswami, Minister of Transport in LAD, 17 April
1951, Vol. III, p.3263.

20. Ibid.

21. K.C. Neogy in LAD, 9 Feb. 1950, Vol.I, p.1l61; Mr.
Gopalaswami in LAD,17 Apr. 1951, Vol.VII, p.3263 and
Presidential speech of K.R. Jalan at the 21st Annual
General Meeting of the Indian Chambers to Commerce, 28
Mar. 1947, WH Papers, f1.70, NMML.
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The growth of Indién shipping.after Ihdependence owed a
lot to the assistance provided by the Government to the
sector. No_ obstacles were laid on the path of prégress
unlike that perceived in the coloni  pefiod. Such was the
feeling of well-being at having won, at 1long last, the
principle of coastal reservation, that when ﬁhe BISN Co.
suggested (towards the end of 1949), to the Government, that
Vit Qould,bé content with having minority éhares in two Indo-
British shipping companies whigﬁ wduld ply on fhe coastal
trade under the Indian flag; it was generally felt that such
.aﬁ' _arrangement would go against the goal bf. total
reservation .of coastal trade. for Indian companies and
therefore should not be allowed.22 On no account, were the
Indians willing to yield an inch of the share that had been

usurped by colonial vested interests before independence.

In 1948, the course for training on the ‘'Dufferin' was
made more intensive and a Nautical College was to be opened
in Bombay.23 The Government wés leaving no stone unturned,
in order to make up for the shortage of trained personnel,
so that the shipping industry wduld not lag behind dh the

technological front.

22. The Eastern Economist, 16 June 1950, p.114.

23. Bombay Chronicle, 5 Mar. 1947 and The Eastern Economist
23 July 1948, p.149 and 15 Aug. 1948, p.259.
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As seeh in the previous chapter, building of ships had
begun in 1946 and the first of India's 8000-ton cargo ships
were expected to turn but in twelve to eighteen months. At
last, the. first Scindia ship, the §S.S. Jala Usha was
launched by Prime Miﬁister Jawaharlal Nehru on 14 March
1948 and the second, the VS.S. Jala Prabha by Sardar
Vallabhbhai Patel in the same year.24 On the occasion of the
first ladnching, Walchand Hirachand recounte@'his probléms
ahd difficulties and how there was no close communicationvin
the policy and conduct. of the Government and businessmen. 2>
This to a greaﬁ exténﬁ, was true and even in the years 1946
and 1947, the Scindia Company had been constantly urging the
,GoVernment to render some support due to escalating costs:;
- which made Indian shipbuilding a very expensive enterprise,
as also due to lack of adequate orders.26 This constant
refrain clearly shows that the Government, which was on its

way out due to the impending Indepehdence, was loth to take

. any choice.

S - . e Y . ——— G - G O - - ——

24. K.V. Hariharan (ed.), So I RBest ... Writing and
Speeches of M.A. Master, Vol.II, p.578.

25. G.D. Khanolkar,'WHi Man, His Times and Achievements,
pp.403-04.

26. Note by The Scindia Co., April 1946,WH Papers, fl. 61
pt.I, NMML and speech by WH as Leader of The Indian
Shipping Delegation to the U.K., 25 June 1947, WH

Papers, f1. 327, NMML.
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Jawaharlal Nehru, épeaking on the occasion of the
launch of the S.S. Jala Usha promised on behalf of the new
Government, that industry, and in this case , shipping and
shipbuilding would be allowed to grow.27 The Industrial
Policy Resoiuﬁion, announced by the Government on 6 April
1948, recognised the importance of the shipbuilding industry
and considered it vitally useful to the country during times
of. peéce ‘and war.28 pr. s.p. Mﬁkherjee, the Minister for
Industry and Supply promised to try and remové éuch bottle
necks in finance, supply of basic materials and other
neCegsary requirements,; in order to ameliorate the
disgiaceful condition that the industry was in.29 This was

carried out in actual practice, too;30

a far cry from the
Governmental attitude in the Colonial period. Even after
nearly a decade of existence, Governmental assistance was

required; as none had been forthcoming till then.

The Scindia's gratefully acknowledged the new

27. The Scindia Co. to S.P. Mukherjee, 26 Mar. 1948, WH
Papers, fl.615, pt.ITI and MAM Papers, £f1l.238) ~NMMLy,
Scindia Co. Note, 22 Oct. 1948, WH Papers, fl1.615,
pt.II, NMML and K.V. Hariharan (ed.), So 1 Rest
.. .Speeches of M.A. Master, Vol. II, p.578.

28. The Scindia Co. Note, 22 Oct. 1948, WH Papers, fl. 615,
pt.II, NMML.

29. Speech by S.P. Mukherjee, 1 Jan. 1948, WH Papers, fl.
615, pt.II and MAM Papers, f1.238, NMML.

30. S.P. Mookerjee in LAD, 1 Sept. 1048, Vol. VII, p.752.
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Government's attempts in encouraging fhe industry by placing
the material required at Vizag. under the "moveable class of
priority". This was done to remove the difficulties faced in
moving such materials along to ndn-availability of quick and

adequate railway transport.31

However, despite such measures, the Scindia Company
féund itself in. dire fiscal straits with no hopes of
re&arding returns in the néar future.32 In the year ending
on 30 June 1948, the net profits of the company amounted to
onlyiRs 16.89 lakhs and the figure for the previous yeér was
Rs. 41.80 lakhs.'ﬂowevef, these Rs. 41.80 1lakhs did not
accrue from the normal operationslof the year but were the
result of fortuitous circumstances, for the Government had,
in .that year, paid to the company a sum of Rs. 43.64 lakhs
on account of war time arrears.33 If these areas were

31. D.M. Khatau's (Chairman Scindia Co. ), speech, 14 Apr.
1950, WH Papers, fl1l.326, NMML; The Scindia Co. Note, 9
Aug. 1948, WH Papers, fl. 615, pt.II, NMML and K.V.
Hariharan (ed.), So I rest ... writing and Speeches of
M.A.Master, Vol.II, p.579.

32. The Eastern Economist, 26 Nov. 1948. p.915; Master to
P.L. Kumar, Development Officer, Directorate-General,
Industries and Supplies, 10 Aug. 1948, WH Papers, fl.

(948 awnd " Mehta to S. Boothalingam, Joint
Secretary, Ministry of Industries and Supplies, 17 Sept.
pt.II, NMML: A.C. Chatterjee's speech welcoming B.C.
Roy, 3 Dec. 1948, WH, Papers, fl.626, pt.II, NMML: D.M.
Khatau's speech, 16 Feb. 1951, WH Papers, f1.326, NMML;
WH to S.P. Mookerjee, 9 Jan. 1949 and 17 Mar. 1947, MAM
Papers, fl1.292, NMML and The Hindustan Times, 28 Jan.
1949,

33. The Eastern Economist, 9 Sept. 1949, p.407.
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excludéd the resﬁlts showed a net loss. In addition, the
~cost of building ships in 1India had assumed gigantic
proportions as compared with the .same in U.K. The
expenditure involved in bﬁilding a 8000 tonner in India was
nearly Rs.25 lakhs more than that incurred in for building a
similar ship in the U.K.3% By late 1949, the Scindia
shipyard was virtuélly on tﬁe verde of closure and it
appears that the'Company Qas not even in a position to meet
the maintenancevbill of the Yard, amounting to Rs. 60 . lakhs
per annum.35 They realised that, for. eight berths, Rs. 1o
crores would be required to build the Yard into a viable
economic proposition and this, they'felt, was not within

their means.3®

1

34. The Eastern Economist, 18 Feb. 1949, p.268; D.M.
Khatau's speech, 14 Apr. 1950 and 16 Feb. 1951, HNWH .
Papers, f1.326, NMML; WH to Sardar Vallabhbhai Patel,
10 Oct. 1949, WH Papers, fl. 615, pt.II, NMML and K.V.
Hariharan (ed.), "So I Rest ....Writings and Speeches of
M.A. Master, Vol.II, p.579.

35. The Free Press Journal, 23 Nov. 1949, WH Papers,
' fl1.615, pt.II, NMML and D.M. Khatau's speech, 14 Apr.
1950, WH Papers, fl. 326, NMML.

D.M. Khatau held that the annual burden of Rs.32 1/2
lakhs carried by the Company in the form of
interests and provision for a Sinking Fund was too
heavy to bear. :

36. The Eastern Economist, 28 Nov. 1948. and A.C.

Chatterjee's speech welcoming Dr. B.C. Roy, 3 Dec.
1948, WH Papers, fl. 626, pt.II, NMML.

218 ~



Panicky, the Scindia's entreated the Government for a
takeover.3’/ The Government on its part, too, on the lines of
the Shipbuilding Panel's Report (1947) expressed that it was
its duty not to 1let the Yard close down as it waé 'a
national asset'.38 The terms for the transaction took time
to be sorted out, but in the meantime, the Government in
response to an appliéation for a construction differential
subsidy, in terms of the U.K. Parity Priceé, which came -to
Rs. 120 lakhs (representing the losses incurred by  the
Company::in building vessels in India), a sum of Rs. 80
lakhs to the Scindia's.39 Although, this amount fell ' below

37. Master to P.L. Kumar, 10 Aug. 1948, WH Papers, fl1l.615,
pt.II, NMML; Mehta to S.Boothalingam, 17 Sept. 1948, WH
Papers, fl. 626, pt.II, NMML; WH to N.V. Gadgil, 16
Sept. 1949 and WH to Vallabhbhai Patel, 16 Sept. 1949,
WH Papers, f1.615,. pt.II, NMML and Scindia Co. to S.P.
Mookerjee, 28 Dec. 1948, WH Papers, #f. 615, pt.II and
MAM Papers, f1.248. NMML.

38. The Bombay Chronicle, 1 Sept. 1949, WH's speech on the
occasion of the launching of the S.S. Jalaprabha, 20
Nov. 1941, MAM Papers, f1.238, NMML; K.V. Hariharan
(ed.) So. I Rest. ....M.A. Master, Vol.II p.578; Free
Press Journal, 24 Nov. 1949, WH Papers, fl.615, pt.II,
NMML and G.L. Mehta to Sir J.C.Ghosh, Director General
of TIndustry and Supply, 17 Sept. 1948, WH papers, fl.
626, pt.II, NMML. ‘

Sir Rama Rau reported (1947) that "... if this Company
failed though lack of adequate Government assistance,
financial and otherwise,  the development of

shipbuilding would be seriously affected." This Panel
had been temporarily constituted by the Government.

39. D.M. Khatau's speeéh, 16 Feb. 1951 and 8 Feb. 1953, WH
Papers, f1.326, NMML and The Eastern Economist, 5 Oct.
1951, p. 557. -
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its expectations, the Company was grateful for it,4o
considering the fact that in pre-independent 1India there
would have been, in all possibility, no help of this sort

from the Government.

Siﬁﬁltaneously, Walchand had prepared a scheme to have
a Limited Company, with an authorised capital of Rs. 15
crores, in. which the Government would hold 49%, the
Scindia's 26% and the general~phblic 25% (and if there was
no subscription . from the general publie then the
‘Government's, share would become 74%)'in the quperation's
.‘fully paid up capital of Rs. 10 crores.?l consideration of
the scheme took‘some time, as the budgetary poSition was
tight, but in order to prevent the Yard from closing down
orders on Government account were placed with the Scindia's,
for building three ships of 8000 tons each and the subsidy
given for each ship was to be about Rs. 23 or 24 lakhs, out
of an estimated cost of Rs. 64 lakhs for each.%? After an
inspection of the Yard by some Nautical engineers from
France, who reported favourably on the project, and keeping
in mind the fact that the Yard should not be closed down,43

40. Ibid.

41. G.D. Khanolkar, op.cit, p. 409.

42. H. Mahtab, Minister of Industry and Supply, LAD, 20
Nov. 1950, Vol.V, p.165.

43. Master to P.L. Kumar, 10 Aug. 1948, WH Papers, fl.615,
pt.II, NMML; Mehta to J.C. Ghosh, 17 Sept. 1948, WH
Papers, f1.626 , pt.II, NMML and S.P. Mookerjee, LAD, 1
Sept. 1948, Vol.III, p.752.

: Contd/----
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the Government formed the Hindustan Shipyard Limited in
January 1952 and, on 1 March 1952, entrusted it with the
shipbuilding Yard at» Vizag.44 in accordance with the
Government's industrial policy; according to which the
establishment of the shipbuilding industry (one of the six
industries 1listed) was the exclusive responsibility of the
Governmept of India;és The assets of the Yard were to be
taken ovef at actual cost after deduction of gepreciation of
éll kinds.4® Iﬁ the new enterprise, the Scindia‘'s held a
one-third interest and the Government two-thirds. The
valuation of the Shipyard was‘provisionally agreed at Rs.
270 lakhs and the initial paid up capital of the new company

. was Rs. 389 lakhs.4%7

The Company in response to the information that .the
Government intended setting up shipyards in various
parts of the country, exhorted the latter not to
forget in coming to an early decision on Vizag. for
other yards would come up only after a lapse of 5 years
or so. Neglecting the Vizag. Yard could mean that there
would be no shipbuilding industry until the time the
new ones came up and this would prove detrimental to
the country's growing economic needs. .

44. D.M.- Khatau's speech, 8 Feb. 1952, WH Papers, fl.326,

' ‘NMML; Mr. Buragohain, Deputy Minister of Works,
Production and Supply in LAD, 14 Feb. 1952, Vol.I,
p.118. :

45. The Free Press Journal, 27 Jan. 1949, WH Papers,
£1.615, pt.II NMML.

46. Mr. Buragohain in LAD, 14 Feb.1952, Vol.I, p.119.

47. Ibid., p. 118; D.M. Khatau's speech, 8 Feb. 1952, WH
Papers, f1.326, NMML and K.V. Hariharan (ed.), So
Rest..... of M.A. Master, Vol.II, p.579.

I~
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By the time, the Yard was transferred to the Hindustan
Shipyard Company, the Scindia's had built eight steamers of
8000 tonnes each,*® a remarkable effort considering the fact

that they had always worked from a losing position.

It had been a spirit of nationalistic zeal which had
given then the strength to carry on in the face of all odds.
. The facf that the people of India were behind them, as
evinced from the congratulatory messages, that had poured in
on the occaSion of the laying of the foundafion stone at the
Vizag» Yard,49 spurred them on the face -6f British

‘recalcitrance.

Their failure to continue running the Yard and
eventually having to hand over the responsibility to the
Government does not provide any basis for the criticism that
Indian private enterprise had failed. It was the constraint
of the colonial situation that had left the Company in a |

beleaguered position.

48. Mr. Buragohain in LAD, 14 Feb. 1952, Vol.I, p.119.

49. “Messages of good wishes received on the occasion of
the laying of the foundation stone at Vizag.
Shipbuilding Yard, WH Papers, fl. 610, pt.I, NMML.

The list includes, among many others, Chunilal B. Mehta
(FICCI) Sir. P.Thakurdas, Seth Kasturbhai Lalbhai, Sir
Lala Shri Ram, Mr. D.P. Khaitan, Mr. K.C. Neogy, Sir
Badridas Goenka and even H.E. Sir Hugh Dow, Governor of
Sind. A
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By the time a favourable national Government came into
existeﬁce, the industry had already missed repeated
opportunities and was, then, faced with extremely ad§erse
economic conditions; like the unavailability or very high
prices bf"capital goods and ships in the world market. A
backward colonial structure, thus, proved to be a great

deterrent to growth.
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CONCLUSION

The development of the Indian'shipping and shipbuilding
industry 1is a saga of a continuous and dogged struggle
against colonial rule. Colonialism was a shackle preventing

free and unstinted development of this industry.

The Coionial Government:followed a consistent policy of
" support to_British ecbnomic interests at the cost of 1Indian
interests. It turned é blind eye to such evils plaguing the
industry, like the infamous "rate - wars' .and the invidious
system of "deferred rebates'. It also gévé direct Afinancial
‘aid in the form of subsidies to European firms. Not only
this, it refused to take action on recommendations of
committees set up by it, if such recommendations turned out
to have a pro-Indian slant (as seen in the case of the

Report of The Indian Mercantile Marine Committee of 1924).

Legislative action, which sought to bring about a
progressive change in the Indian shipping and shipbuilding
industry, was smothered by the Government. Governmental
assurances and promises with regard to petitions 'entreating'
their aid were meant to be broken. Often,‘even such promises
were not forthcoming; they either ignored Indian demands or
méintained a stoic silénce. Whenever they perceived that
colonial interests were being threatened due to the demands

made by Indian enterprise, they assumed the. stance of an
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"injured party' and maintained that the Indians wére
indulging in "racial discrimination. Actually, the boot was
very much on the other foot for 1Indians were constantly
discriminated against in the shipping sectof and even their

‘entrepreneurial ability' was sniggered at.

Colonialism was bent upon adopting an unyielding
position and even when ité hold loosened, as during thg two
World Wars, it continued to place obstacles in the road
towards progress. For.example, the import of raw materials
from abroad for thé shipbui1dihg industry was prevented;
shipping and, particularly, shipbuilding were not declared
as part of the “war effort' despite repeated demands and so

on.

Political pressure exercised by British shipping
magnates on the Government and the clout of the Colonial
.bureaucracy proved to be a potent combination in retarding
the growth of shipping. The reason why shipping in India
remaingd in such é miserable position was due to the fact
thét shipping was a traditional area of British dominance
and the resistance to any competition in this area was
formidable, ! especially given the situation that Britain was

- - e G - . . — - —————————— - —— -

1. Aditya Mukherjee, "Indian Capitalist Class: Development
during 1927-47, S. Bhattacharya and R. Thapar (ed.),
Situating Indian History, pp.257-58.
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progressively losing its dominant position in the world to
the U.S. and other countries. With the Government not
willing to let the Indiéns make any gains whatsoever, the
SCindia's wére coerced into the dismally unequal Tripartite
Agreemeﬁt which helped in maintaining British monopoly
auring'.the War years. If there had been-nd such agreement,
it is quite possible that the British monopoly could have
been brokeﬁ in the form of competition unleashed through
raté Qars. At least the Agreement helped in giving them
seéurity. This is a major reason why the industry did not
witness spurts of growth during‘the War yeafs, unlike other

industries like cotton textiles, steel, etc..

The growth of shipping was due to the stubborn
bersistence of people like Walchand and his team consiéting
of able persons like M.A. Master, G.L. Mehta etc. who were
willing to take risks in, what‘can_be termed as a no-win
. situation in the wake of economic, technical; legal and
pbliticai obstacles to development. It was' Walchand who
realised that "economic independence was the key to

"2 Moreover, public opinion,

political and social freedom.
judiciously utilised by Walchand, was a factor which even

the Government could not always afford to discpunt. The

2. Chairman and Members, Municipal Council, Vizag. to WH, 1
Sept. 1990, WH Papers, fl. 610, pt.I, NMML.
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Company officials coﬁsistently hobnobbed with nationalist
leaders in.the congress in order to garner théir support.
They also got one of their own men elected fo the
Legislative Assembly in order to sbearhead important
1egisiatioﬂ like the Coastal Reservation Bill. Whatever the
Company achieved was on its own merit, whether it be for
training personnel on its own (even before the I.M.M.T.S.
Dufferin was established) Or_.in Asécuring progfessive
increase in tonnage (however meégre) alloted to them by the

~Tripartite Agreements.

Thus; there can be no doubt that 'indigenoﬁs shipping
enterprise developéd 'inspite' of colonial constraints-that
the Scindia Company managed to hobble its way from 1919 to
1947 speaks volumes of the zeal and competitiveness of
Indian entrepreneurs in entering areas of traditional

British dominance.

The whole period was, therefore, marked by conflict and
cooperation. Conflict, more often than not, persisted at all
times against» British shipping inferests and their
protector, the ColonialVGovernment. However, all - out and
consistent hostility towards the Government and British
interests was not possible at all times. The Scindia's had
to seek Government cooperation (using as much pressure és

possible to achieve it) in several spheres; such as positive
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legislation in favour of Indian shipping, Indianisation of
critical appointments, Government orders and subsidies,
permission to 1locate and start the shipbuilding industry
allocation of foreign exchaﬁge and permission to- import
capital goods and.so.on. Cooperation also took the form of
agreement with the opponents when there was no other way to

avoid being wiped out.

Independence did not bring with it a complete
elimination éf prqblems fot the industry. The difficulties
féced by the;Scindiafs underwent a change in nature. There
were conjunéfural probiems caused by the crisis faced by the
iﬁdustry throughout the World in the post-War period; like
the shortage of machinery and capital goods and an enormous
rise 1in prices. Such problems were compounded in India by
- virtue of 'inheriting a backward colonial structure' which
necessitated the import of essential components like capital
goods, machines and technical know how - all of which had
been sadly neglected till then. However én important point
is thaf, at the time of Independence, there came a
sympathetic Government which was, at 1least, willing to
listen to the problems of the Scindia's unlike the previous
Colonial Government which had repeatedly turned a deaf ear

to the woes of the Indian shipping industry.
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What matters here, ultimately, is that the Scindia's
emerged at the time of Independence, battered and
beleaguered, but nevertheless, a winner for having 'managed

to stay put for nearly three decades.

| After Independence, the bold initiatives taken by the
independent Government of India, with regard to_the shipping .
and shipbuilding industfy, guaranteed its further
deVelopﬁent. Although, this industry like other Indian
industries{'suffered a severe crisis, partially»conjunctural
and partially as a result of India 'inheritingz a backward
~ colonial structure, measures like the Shippihg Plan of 1947,
the creation of a separate Department of Shipping (concerned
with shipping and shipbuiiding), securing ships from abroad,
as also the signing of international treaties to facilitate
entry into the overseas trade, all contributed to the

1

forward march of this industry.

For the first time, overseas services started operating
with the U.S.A., the U.K., Finland, Czechoslovakia, Poland
and other countries. In addition, Iﬁdian shipping grew to an
aggregate of four lakh tons gross by 1950 as compared to the

one lakh tons gross at the time of Independence.

However, despite this spurt in growth the Scindia's
agreed to hand over their shipyard at Vizag. because they

could not have, indefinitely, continued to incur losses as a
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result of having been continually delayed previously in the
carrying out of their operations by ‘a hostile Colonial-
Governmeht, as also the mounting costs of production after
Independence. In addition, the Government (which considered
shipbuilding to be ifs 'exclusive' responsibility) could not
permit the closure of the Yard. Hence, the takeover was
mutually beneficiai for both the Government and the'
Scindia's - the former holding a two-thirds interest in the
new enterprise (i.e. The Hindustan Shipyard Company) ahd the

latter one-third.

In thé final analysis, it is pérceived,\therefore, that
indigenous enterprise successfully. fought and survived
'inspite' of colonial constraints. Such problems were faced
notl only before the grant of Independence, but also after
it. It was the legacy of Colonialism, i.e., the inheritance
of a 'backward Colonial structure,' against which the Co.
struggled to survive-and, when it was apparent that the
difficulties were enormous; the Government stepped in and
ensured, -through its able support, that this  'indigenous

enterprise' did not vanish into oblivion.
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