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Evolutm_atmgn Business |

India 1s-attempting econonic development via e mixed 'ecoﬁcnv, that
is, mwch public enterprise, but with a private sector as well, The
Indisn "mix® cnvisages the subordinat:.on of private enterprise to the
requirements of an ove!\-all' plan 2nd the eventual nationaliutfwn of
key industrial sectors, S

Two important realities condition this choice of a mixed-oemw as
the instrument for development. The reservation of certain sectorsto
private enterprise reflects the exist_encov of a small group of mpurtam
Indien industrislists’and businessmen who have made a start toward ine
dustrializing Indie, The socialist flavor of Congress is derived not
on]yvfrom the general twentleth century skepticism concerning the power
of the "invisible hemd” to synchronize individual self-interest with the
public good but from certein specific eircumgtances as wbll.. Intellectual
| 1eaderéhip in the civil services, the professions, the universi‘bies,i the
ALl India National Congress and in the. trade union m&ment has come
largely fm the intelligentsia who have. had little contact with Indien
) busineaa and who naturally conceive their role in India's economic
© development as government functiooaries and well-paid experts, rether then

as business enterprisers, Their p:roperw ties tend to be with land -
ownerehtp.! | |

1. A recent writer for The Hindu Wﬁ' Review asks why there is
such a stomm of protest over _ 8 ‘ecting property rights in land
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The mixed economy is thus a compromise. As T. V. Krishnamachari,
Minister of Commerce and Industry, pointed outs

. » « .In any attempt to became self-relisnt, an underd

country contemplates a type of industrisl picture as if it hes to

write on a clean slate as presumsbly they did in Soviet Russia and

to some extent they now dc in Chine.

But that position does not now cbtain in India, A great deal of

development has taken place in the privete sphere though there are
very large gaps to be filled.l

Transition to Modern Industry
The existence of Indian business is usuelly teken for granted and

attention focused on its shortcomings. Actuslly, the fact that some
Indien businessmen have been able to meke the transition from traditional
business activities of trade, banking, and moneylending to large~scale
industrial operations is an aﬁzazing, phenomenon since in India alom,

of all Southeast Asiaz, have the local inhabitents dominated local M
and commerce, taken an increasing part in foreign trade, an'l controlhﬁ ~
much of modern business enterprise-~factories, plantetions, mineg, and
banks organized in the joint stock linited liability companies. Tiis
transitiog is a big step in any culture, but particularly in one like
Indiav*a,where, superimposed on the traditional hierarchy and social
rigidity of Indian society, was the added hierarchy of the Br!.tiah
ruling "caste."

but scarcely a murmer over proposals vitally affecting business property
and answers his question as follows: :

The bulk of the Congressmen are drawn from the agricultural
classes and they are not bothered about what ims happening to the rich
industrial and business community. But attempts to fix a ceiling on
land holdings and the distribution of excess land with little com-
pensation are bound to produce a controversy not only amongst the
agricultural population but also as between the rural and urban -
pop\llatimo e o o ‘ l

New Delhi Correspondent, "Amendments to the (:onstitﬁtion" Jan. 3, 1955, p.2
o a 8 y Deco 13, 195&’ ptlo0 ‘
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Most of Indiats modern industrialists have been recruited from trading
and banking commnitiss which go far back into Indien history, Thers
is no caste injunétion against other groups engaging in trade, and indesd
some have, but these are exceptions to the gensral rule, The chief
trading commmnities amonget ‘the Hindus or Jeins (Ja:l.n:lsm being an offe
| _shoot of Hinduism and not. really very distinct) have been the Gujaratis
and Mgmmri«s, Sindhis, Multanis, and Chettiars, and the many subdivisions
| thereof, The Hindu trading communities belong to the vaishya caste,
definitely one of the hs,.gherpastes but ranking below Brahmins and
Kehatriyas, (i.e., princes who controlled the land) in the originsl
‘hiqrarchw.o.f Vedic times, The lecding non-Hindu businsss communites
have been the British, the Parsis (f.oilm-rars of the Zorosstrien foith who
mm from Persis some 1200 years ago), the Jews, and certain loslem
groups-fomer Bindu trading castes comverted to Moharmadaniam. The
Parsis, Gujaratis, and Mam_gr:.s bave so far been the most important
groups in the development of modern industry, that is among the Dndisns,
(For more detailed information on Indien business communities see
D. R. Gadgll, "Notes on the Rise of Business Comunitiss in IndLap
Preliminary Memorandwm, I.P.R., New York, 1951 and H. B. Lamb, "Developw
ment of Modern Business Communities in India," in Lsbor, Msnagement and

Economic Growth in Procoedinge of & Conference on Human Resources and
Labor Relations in Underdeveloped Countries, Ithaca, New York, 195ko)

It may sound like a tautology to say that in India it is the traders
who engage in trade, banking and industry, but given the caste orientation
of soclety, which interposes bstween the totsl society end the individual,
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or rather family, an intermediary group with strong loyalties, the gult
between traders and nontraders is socially and economically wider snd
more formalised than it is in the West, where &1l functional groups tend
to worahip the seme gode and aspire to similer goals, And though the
trading commmnities among thenselves tend to have the sems sconomie
value soales, ae compared, say, with other elémenﬁ in Indian society,
even they do not form & homogeneous functionsl or economic class, but
are themselves divided into quite distimt separate coummnities based om
religion, geographic origin, a common encester, snd other beliefs snd
customs, Indisns have & atrong sense of loyelty to their fellow castemen,
‘.l'hl;ough the comuity frequently come Job opportunities, education and
special training. Thoughthe actuel ét-mtme of busginess iz family
oriented to & largs degrée»even where so=called publicl companiss are
launched, controli of these comp&ies reaides in the family managing
agency firm through a menagemsnt contractecommunity affilistion 'appears
to be very importent in providing banking emd aocinl links, & cultural
melien amd educationnl' lsvel which msy explein why several families of

a given community emerge simltéhcously into the stresm of mcdern ine
dustry, into which other families belonging to othsr ca:munitioé have
long since been lawnched, | '

Bombay 1850

and economice-Bombay becsme the home of indigenous modern enterprise in

1. A& public company is one which sells shares to the public in
contradigtinction t6 a private limited liability company which cannot
sell shares to the public, L 4
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India Besides a good, moist climate sultable to the cotton tea:tﬂo
indugtry (and textilss tend to be the first modern industry in countries
that borrow their technology from sbroed), Bombey hsd a magnificant
natural hnrbor, early developed extensive port faollities, and becams an
important entrepot. Under the “proteciion of British law and oxder
traders from far and near flocked there from the early aeve:rbeanthl
century on, the earlisst groups being the Gujaratis and the Parsis from
M Oujarat who became the leading locel trading commnities. British
traders also cems, but Bombsy wes blessed by the fact that the British
were not so interested in Bombay as in Calcutis. Thers were few British
houses there in the early ninsteenth century and these were not ss large
as thelr Caloutta counterparts. The possibilities of extrscting weilth
from the Bombay hinterlmd were not so abundent as they were in the

) rich Gangetic plain and Assom hill country which channeled goods for
export into Caloubta.

Cotton and opium exports to the Orient which did originate in Westorn
India were handled by local traders right up to en including the export
frade. The fact thet much of the hinterland .of Bombay, vhere these |
products origimted, remained princely territory may have helped Indisn
traders to play the predominant role in this trade end Llater to entar
modern industry. Many Gujarati and Parsi business families in Bombay

had fadily and business ties with the Gujarati states, in some of which

important Gujarati business families beld the position of hereditery prime
minister, as was the case with the family of Sir Lelubhai Samaldes, father
of the present Indisn ambassador to the United States and a leading
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promoter and sponsor of irﬂustrial ventures in cement and shipping in
Western India. Gujaratis had for centuries been bankers, navigators,
shipbuildai's, and export traders; the Prasis appear to have entered these
fields chiefly ‘afte_r the British arrival. After the British conquest 1t
was apparently easier for Indiens to engage in the export trade with
Africa and the Orient than to breek through the British mencpoly of trade‘
(at first Ade Jure, v_ested in the East India COnlg;xny, end later ds faétq)
between Iniia and Great Britain, It was the leading Parsi erport fims
dealing in cottm and cotton yam which want into cobton textile wm-
factnri.ng in Bombey in the 1850's, jnst as, at about the same ‘b:l.l-,
British and Scotch jut; dealsrs we:nt{ into jute mamufecture in Caloutta.
With the Americen Civil War the price of cotton soared, cotton exports
were daflécted temporarily to Europe, huge fortunes were made in Bdnbuy, ’
and cotton dé’alers like the Parsi Petit fanily comverted their speculative
profits into buﬁ.ding more and more cotton textils nmills,

Even before Indians built textile mills (and, indeed, thia mav ex-
phin why they m able to do so) Indian businses in Bombay hed acquired
considerable liquid uéalth ard some stetus vis & vig the British, During
the early ninateenth century British trading firms in Bombay solicited the
support and cooperation of leading Indien merchents in their efforts o
bring pressure on the authorities to help promote Bombey, British traders
baiag eom:lnced fhat the British Govermment of India, 1ocated in Caleutta,
furthered Calcubta's econmnic developmant agzwtha expanse of Bombay in
such mat.t-ers as mds, taru'fs, port developlnent, and later railmads.l

1. Years 1ater, an cbserver writing for & British finanda:l. Journal
in Caleutta on the development of Indisn business leadership in Bombay
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‘The Pareis have playedabjrolaihlndigneeomc development.,
their spectacular sooial and ecabm.tc rise being associsted with British
rls, The British used them as both sconomlc and political brokers with
the Hindu population; the Parsis were quick to s eise their new opportue
nities and profit by them, They began as little businesemen, dealers in
mry'hhing from bottles to gunpowder, camp followers of the British mlitery
establisiments, By the eai-]‘y nj.ﬁeteenth century the more smocessful
Parsis had become big dealers, ﬁnﬁwing plantation crops for export,
owning fleets of ships used in their export trade snd enjoying imporbamt
corcessions from the British commissary. When the British set up the
Bonbay Chamber of Commerce in 1836 thay made it a joint venturs with
Parsis comprising over a ﬁ::lx‘d of the charter members, It was customary
for Brltish ﬁ.ms to have Parsi guaran’oee brokers and sommission agents.
The Parsis were quick to learh Englieh, to pick up Western education,
and even many Western manners and customs--intoxicating liquor, cricket,
and even dress, Wealthy Parsi women were the first to come out of the
seclusion of women in Bombay society. On occasion the Parsis dined with
the British. Besides the strong incentive in a tiny wminority grohp of
only one hunired thousand pecpls to attach themselves to the ruling power
was the added fact that it wes essier for the Parsis to detach themselves
from the cultural tredition of India since they were mot really an
organic part of that cultm.k This relationship of more or less

considered that part of the secret of Bambay's succe:s was the greater
harmany there between British snd Indian business, who "looked upon
‘business as a business, not &s a racisl controversy.® %"Evesdropper,®

"Bombay Businessmen," Indian Finance, May 26, 193L, p. 1300,
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equslity between the British and the Parsis must have helped the Pareis
‘ploneer the cotton textile industry sincs, for Indisn treders to set up
Western textile mills, they had originally to hire British engineers and
menagers to run the p]ama. Fo'r subject peoples to hire thelr masters,
. the aubaect paoplsa nesded voth prcstigo and economic power,

n the years following 1860 many businese omunitias set up texe
tile plants in Boubay~--the Gujgrati, the British, Moslem and Jewish
, groups; and lster South Indlans and Marwaris, Te_xtile production spresd
to other perts of Indls, soms of it under the direction sd contral of
Bombey textile magnstes and British interests, but most of it organized
end rus by local people 8s wis the case in India's second largest textile
city, Ahmedsbed in Gujarat. |

Once the textile industry was firmly established, the next great
bhurdle for Indian business wes to move on, out of textiles into other
lines of business activity, a transition which it has been hard for most
Oujaratd and Parsi textile men to make, Tvo important families, the
 Tatas, a Parsi family, end the Welchsnd Hirachands, a Gujarati femily;
hisve made outstending industrial comtributions in the nontextile field,
Jo N. Tata born in 1839 and Walchand Hirachand born in 1882 hed many
advantages, Both families had been city bankers eu wholesale traders,
the Tates in Bombsy engaged in export trade with China in the 3.850'58,

the Welchand famlly in Shalapur, southeast of Bambay, where they hed lomg
bad an extensive metwork of trade relations with smell traders in cloth

in the intericr of Indis. In addition to wealth both families wented
their sons to learn English and to recelve a liberal arts education.
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Both 'a;ttended Elphinatone College in Bombsy. Both men were eur.trm‘.l;
enterprising and nontraditional in their outlook.
The masing rsnge of interest and endmm' of J. N. Tata became

a legend. He axperimented with many achamea, sone successful, some une
mcessful; his interests in dwelomem ranged from agriculture (ho
tried to promote the production of a long steple cotion in India) to
ecientific institutes and heavy industry. The Tate famlly plonsered the
steel industry in India, built important jiydroslsctric installations
which brought mich needed pover o Bombey, and in additien to bextiles,
run loc&nouve and engineering 'canpanias, chenical companies, om oil
mills, and so on. It is s:l.gniﬁcant that the Ta'ba firm which has had
mtereats far wider than mere noney ma.king has ended up controlling

the largest single aggregation of Rupee capital in Indiaol
: ‘be_e:‘z of gr_ogt assia'tsance to the development or the Tata enterprises to
‘have the Bombsy Stock m:change'dmloping at the seme time and under the

It nwust have

laadsrslﬂ.p of another famous Parsi, Sir S. B, Bharucha, enthusiastically
dubbed "prince of brokers and broker of princes" s:'mce he was trustee |
to the large esta‘beorthenahara;jaofcwalioram cbanneledmhotthis
weslth into Tata firms, A faaous Parsi. barrister, Sir P, S. M. Mehta,
renowned for his leadership in winning for Boubay the most liberal
charter in local self-government pbaséssad by any city in India, was
also helpful since he sponsored and bacame chaimn of the Central Bmk

of India, the great Tata Bank,

l.Appendix IIX, "Interlocking of Inbterests and Concentration of
Control Through Cormon Mansging Agents and Msneging Directors" in

Business Organiszation, Administration, and Manqg%nt in India ;g '
ﬂo Pe Ac‘m&m §Lons snd COQ, ? ° g
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 Walchand Birachend, efter some difficulty, persuaded his family to
allow him todeparb from the safe and respectable business of financing
wholeaale trade in piece goods aud to ent.er the uncertain and less
honoriﬁc business of financing oonatmction pmjec‘bs. He developed a
succqsstul construotion bmas, but saw an oprortunity for even wider
activities through joining the Tata Construction Campany in 1920, which
had larger financisl resoﬁrcea. This firm eventually became & Waléhemd
cCOonpany. 'rhe Walchand famﬂy bas ccmentratad on construction, engineering,
J.:I.ght matals, machine tools, sugar mills and p;.antations, shipping,
In launching the ambitious Scindia Steam Nevigation Compeny in ,1920, old
Bombay Gujarati textile families like ths I&orax;deeq. erd the xhntaus
also took part, as well es Sir Lalubliai Sameldas and a dis‘binmﬁahad :
‘Parsi t@cﬁie man, Sir Dinshew Wacha,

Rise of the Marwaris snd Indisn Business Todsy

The most dynamic business commnity in India todsy is the Merwerl
comnmity, Their story birings us to Calcutta, A striking feature of
Indien businees. in the Bengal and Calcutia srea is the fact that.; due to
a wide variety of ciroumstances there wes a break in continuity with
whatever ol;! treding end banking groups there wers in the area disappearing
~ early in the British occupation and new elsments emerging only recently,
The Marwaris, the moneylending snd trading caste originating in reuote
Rajesthan, were the new y&up destined to play the uadm role in -

Indian ehterptise i.n Calcutta, They converged on Calcutta during the
nineteenth cent.nry, heving built thenselves mlidly into the economic life
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of many up-country towna and villages supplylng grain, tes, jute and rice
a:id oil seeds to the Calcutta markets, Gredually they supplanted whate
ever Bengali traders were in the field and became a key eiement in the
Jute plcture as Jn& brokers, who collscted Jute from rural areas anmd
brought 1t to Calcutta, but they resained until efter World War I very
lsyered ix.nk.:the Caleutta economic hierarchi. They hed to face a formidable
cmh;txliam;of the greatest single concentraticn of British politicel
and ecancmic power in India with all the Joint stock banking and all
the induatxy; that is large-scale nodern industry, in British hands end
vith British economlc interests well orgenized into powerful trade
assoclations, And, in addition, they had the handicap of being regarded
as foreigners by the Bangalis; spoke a difterent 1angmge, had little
education and came from sn area that hed hed alight conbacts with the

West. In coxitfast, the Bangeli intelligentsia cestes had been among the
first to leamn Englislj;.; acquire & Wesfem education and jJoin the ‘c.{vil '

‘ service‘.v Furthexmore, meny of these Marwari businessmen came quite
rapidly up from the ranks of petty trade and moncylending, and like many
self-made men, tended to concentrete exclusively on the aﬂam of
business. The Calcutta Marwaris were unaffected by the wave of political
agitation that swept over Bengal at the time of the threatened partition
in 1905, this agitation being led by Bengall intellectusls. Hence, in

After World War I there was a sudden breakthrough, Loading Marwari,
fanmilies began buﬂ,ding Jute mills, By this time they had cane to om
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a dominant share in the stocks of the Pritish managed jute industry and
were sppointed to directorships in these firms. The Birle family, of
shom G. D. (barn 189L) is perhaps the most influential Marwari business-
man in India today, launched the Birls jute mill in 1919. This trsding
and banking family came from a village in fepda_l }!qja.gbhan ‘where tﬁerg
were no roads, no schools, no newspapers, ahd only a handful could read
and write. After acquiring soms arithmetic and a smattering of English,
Birla cormenced working in the family business at the age of twelve,

He speaks with bititerness in his book, *In the Shadow of the
Mahatma," of the time when as a broker in Calcutta he could not use
the 1ift to go up to British business ‘offieea, but had to welk, and
when he arrived in the office could not sit down. Today Birla Brofhera
controls concerns in many lines of trade, banking, industry and
agriculture located in many places. The Birlgs have pioneered textile
machinery production, bicycles, and the auto industry. Now they can
sit down with Nuffields and work out mutually satisfactory arranguments
for producing cars in India. Other Marwari families in Bombey, Delhi,
Kanpur, and especially Calcutta, have also extended their business
interests into modern industry in the years since 1920. Perhaps the
most colorful figure is S. R. Dalmia, "a man who believes that work is
mrahip,"lwho started from nothing, has made and lost seversl fortunes,
end now coxitrola a wide variety of financial, industriasl and commercial
enterprises, including many newspapers, Very active in the speculation
accompanying Vorld War II, the Marwaris have bought up companies previously
run by other groups and whole managing agencies, as well as built their
own plants, Today a good meny textile mills, mines and plantations,

1. Found in advertisements of the Dalmia-~Jain enterprises.



.mw and pgper mills, and engineering works, &s well as jute mills,
are in Marwari hands. These new economic empires, small by Western
standards, but looming lsrge on the Indian scens, are bullt around a
handful of families and are frequently interlocked by marriages within
these families., Today eight Marwsri business families hold five
hundred and sixty-five directorships in Indian industry, banking and
i.nauranoa.l |

At the other extrems is the once overwhelmingly dominant British
business cammnity which has not been expanding its interests perceptibly
in the last thirty years, and, furthermore, has been meingly
inter-penstrated by Indisn cepital and Indian capitalists. Several
leading British menaging agencies have becoms public comanieé, thus
enabling Indians to buy up control of the real entreprenaln-ial unit
shich runs industrial eowanias.z

This amasing bresvthrough of the Marwaris fiom traditionsl business
activities to a dominant position in wodern industry demonstrates that

1. "Combination Movement in Indian Industry", M. M. Mshta, Friends
Book Depot, Allahsbad, India (1952), page 29.

2. Acocording to one estimate, made for public rupee companies
registered in Bombay and listed on the exchanges, the proportion of
assets of companies controlled by British managing asgencies fell
from 30,8 per cent paid up capital (L3 per cent of gross assets) in
1912 to 8.9 per cent of paid up capital (3.6 per cent of gross assata)
in 1948. (The British along with Gujarati and Parsi businesemen jointly
control the managing agency, (or the big oemsnt combine,) Andrew
Brimmer, "Some Aspects of the Rise and Behavior of Business Communities
in Bombay," unpublished paper, Center for Internstionsl Studies, M.I.T.,
Cerbridgs, Mass., 1953, Tsbls I.
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it can be done however difficult it may be to undertake such new roles
as dealing with a lsbor force, hiring a professional staff, delegating
authority, and acquiring capital from the public. Those who do make
the transition frequently retain much of the psychology of traditional
Indien business men - great secrecy in business, sole reliance on
relatives or fcllow castemen in positions of trust, emphasis on a quick
return, rather than larger profits over the long pull. The problem is
further agprevated by the fact that mﬂe control of Indian industry
resides largely in the family managing agency form which possesses
wealth made in trade and speculation, the ownership of Indian industry
has been more and more diffused, with the increase in the number of
®gublic® corporations, The mansging agency contract spells out the
company's obligations to the managing agency firm with scant reference
to the managing agency's obligations to the .campany. While in theory
the managing agency Mwes the.company as 8 parent its child, there
have been cases vhere the company treasury is used to nurture the
managing agency = to repair the agency's losses in trade and speculation
or to ball out another company run by the same agency. There is today
considerable agltation for terminating managing agency contracts,

Indian business today operates at vastly different levels and
eludes any simyule stereotype. There is a handi‘nl of top flight
industrialists who think of themselves and,and act as, leaders in
relation to business and even the nation. Indiat's most efficient
business men have rationalized their management practices and industrial
processes, publish adequate records, and keep plant up to date by the
plowing back of profits.
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Describing India's top business leaders, a prominent socialist
wites in somewhat grudging praise:
‘the oligarchy is a closed~-preserve. The son succeeds the sire,
It is generally so in every country but in India it is particularly
so. Sons and relations--comunity men at the farthest--reach tthe
height of Simla'. Fresh blood finds it as difficult to enter the
Oligarchy as the proverblal camel the eye of a needle.
These oligarchs, abls, honest, hardworking and public-spirited
though they be, primarily act, after the lsws and logic of
capitalisme-in their own interests. Of course they will argue
3 la Adam Smith, that in serving their private interests, through
some divine alchemy, they also further public weal. Shall we
accept the furtherance of the public weal merely as a bye-product?l
Below them are the second string industrialists, many of whom are
Just beginning to plow some of their profits from stock and bullion
market speculation into industrial ventures. These usually lack the
prestige and background of wealth nscessary to ensble them to escape
from the Indian business stereotype, though they may in the course of
tima, since they have after &1l taken the first step. Way below them
in psychological, social, cultural and economic distance are the
' emnerabls traders and money lerders who furnish Indian agriculture
and handieraft production, sectors of the Indian economy which comprised
over 57.5 per cent of the national income in 19L8-)9.

This pyramid like structurc of business enterprise confronts an
objective situation in which the tasks are great. The industrial
sector of the Indian economy is small relative to the totalj it produced

6.6 per cent of the national incame in 194B-l9. It is overweighted toward

1. Asoka Mehta, "Who Owns India?", Chetana Prakashan Ltd.,
Hyderabad, 1950, page 2L, It is interesting that in the days before
independence, Mehta, the socialist,opposed Government owmership of
industry, while Sir Lalubhai, the industrial leader, advocated it,



156

toxtiles, ciiton and Jute--and is wsak in heavy industry and producers!
goods., It is geographically concentrated since most of it is located
in Bombay and Bengel priwinces, leaving other large areas with little
or no modern industrial enterprise. The control of this industry

is concentrated in the hands of certain important families in a small
nanber of business communities.

There are, however, signs of new trading groups buying or building
industrial companies. V¥ith the exception of the Karamchand Thapar
family, the business men vho belong to communities other than the big
three controi a smaller number of companies. It is quite frequent
for a managing agency to run jJust one "public" company. Perhaps this
48 but the nucleus of a new commercial and industrial empire in the
making, but it may also be a new pattern of more diffused control. The
evolution of commercial capitalism into industrial capitalism is a
painfully slow process, but it is definltely going on in India today,
whether or not at a sufficiently rapid pace to | satisfy the demand of
India's intellsctusls for jobs and to win the race against population

increases.

Altered Status |
The fact that some members of the money lending and trading

communities have gone into modern industry has tended both to increase
their economic power and alter their status. If an Indian intellesctual
wants to derogate a given Indian business man, he describes him as more
of a trader and speculator than industriaslist.

The economic role of Indiat!s leeding industrisl pioneers has been
closely related to national aims, Though there is still some opposition
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to industrialization; witness Vinobi Bhave's land gift movement which
is dedicated *(.o the building of s decentralized agrarien utopia. The
current toward industrialization is a strong one which goes way back
into the 19th century, when a leading criticism of India's British
rulers was that they, to quote the late Justice M. G. Ranade,
regarded India a8 & plantation of England, growing raw produce to
be shipped by British agents in British ships, to be worked into
fabrics by British skill and capital, and to be re-sxported to
India by British merchants to British firms here. 1
Government Cormissions, from the Famine Commission of 1880 on, have
echoed the danger of an ever greater percentapge of the population
backing up in agriculture. The Congress persistently criticigzed
British hostility, indifference, and ineffectiveness with respect to
measures needed to stimmlate industrisl development. Efforts to
perform this function of encouragement were attempted by private
orgenizations in which other groupe participated, along with certain
business men. There was the Swadeshi movement for the production md
consumption of home manufactured articles in the early 20th century,
the series of industrial conferences at that time, and more recently
the All india Manufacturers! Association, formed by the distinguished
South Indien Brahman engineer, Sir M. Visvesvaraya. In 19LL cn the
eve of Indla‘'s independence, prominent business leaders proposed the
so-called Bombay plan containing ambitious targets for the rapid
industrialization of Indla through the combined efforts of bu#inasa

1, Quoted by Walchand Hirachand in "Shri Welchand Hirachand, =
Short Biographical Sketeh," published by the Walchand Diamond Jubilee
Celebration Committee, Bombay, 1942, page 25L.
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and government,

The hard lines between business and non-business communities have
becoms somewhat lsss hard, Cther groups, especilally in South Indis,
have entered business; menbers of the Naidu Community of Coimbaztore,
with an agricultural backgrouné, i.e. land owners of good cotton
growing land; entered the cotton trade, then cotton ginning, end thence
pionsered the textile industry in the (oimbatore area. To some extent
the business communities have had to hire managers and experts who
belong to other commnitizs, at least at a certain stage. Thus, at
one time nost cotton textila engineers anvd plant managers were rarsis;
znd in Madras Brehmana, with their grester education and knowledge of
English have held importgnt posts in the bank.ng and business world,

With their emergence from trading and traditional banking iato
modern industry they have taken up advancet;i education and entersad the
professions. Modern business needs lawyers, engineers; accountants,
and teshnologists. And members of the leading business communities have
entered all these professions, first the Parsis, then Gujaratis and,more
recently Mérwaria and others. As members of business communities enter
the professions, the business community becomes less functionally
distinct and pure-~in the stereolype sense, In fact, a cultural znd
econonic gulf tends to emerge within the community between thnose who
have entered nmodern industry in Indiats leading oifies and those who
have stayed behind in Rajasthan,as well as between the different
generations, the older generation possessing little, if any, education

beyond & training in quickly caleculating interest rates and profit nargins,
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confronting a younger gensration which has attended college and
professional schools, and in some instances even gone abroad for
advanced education.l
| In the case of Indis's largest corporations there is increased

association of psople from different backgrounds on the board of
directors. Either to attract funds from all groups or to register the
importanes of the stock ownership of different groups or individuals,
public companies have directors who come from different business
comrunities and from non-business groups, witu a liberal sprinkling of
Sirs and Rajahs; either fisr prestige purposes or because of their
sizable investments in the firm. So the necessity of mobilizing
capital beyond the family or community has lead to increased contacts
between different groups. FEchoing this same tendency for industry to
be less community orlented than trade is the fact that industrial
assocliations are usually organized on the basis of funetion, irrespective
of community, while chambers of commerce are frequently limited to
traders of a given business community.

Charity, the most honorific use of wealth, has also become less
coimmunity focussed. As an Indian business leader enters the national
stage, 1.0. becomes a "big" business man, socue of his charity is made

available to the nation: hospitals for all, schools of commerce and

1. Millmen, Harry Abram, The Marwari: A Study of a Groub of the
Treding Castes of India, M.A. in Znthropology, University of California,
195k
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and scholarships open to all, and research institutions to serve the
nation., Here also the Tatas have been pre-eminent.

Soms business communities or their members heve played a rols in
the independence movement. Dadabhal Nsoroji, & distingulshed Parsi,
is called "the father of his country®” because he dramstised India‘’s
plight’ befors the British Farlisment (he being the firet Indien
elscted to that body) and helped to organize and direct the All India
National Congrese (1885). Later, when Congress came out unequivocably
for cutright independence, the role of business became that of
finsneial support and pressure group (the Gujarati business community,
a8 a community, has been closest to Oandhi, a fellow casteman).

From the 1920's on Indian business pushed many specific economic
reforms--caleculated both to help Indian business, and to help achieve
Indian indcpendence. For, as Sir Lalubhai Samaldas pointed out at a
public meeting in Bombay in 1929:

The political domination and the economic domination of a

country went hand in hand and unless Indis wes economically

free wa could not dream of being politically free. If India
were to remain permanently wxier the domination of British
capitalists as a price for the development of her industries, it
were better that she did not develop her industries at all. 'Let
us first of sall nationslize our industries,® concluded Sir

Lalubhei, tand let us earn more and spend less. Then and then

only we can be economically free. And with the dawn of the
economic freedam, political freedom was bound to follow.' 2

1. Dodavhai Nsorojl, Poverty and Un~British Rule in India

2. The sccount of this meeting was given in The Modern Review,
Oct., 1929, page 465, Sir Lalubhai was st that time director of
saveral Indign and British corporations.
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Thease reforms included tariffs to stimulate Indian industry, a
reserve bank to give the Indian banking system sreater stability and
coordination-~Indian business wanted this to bs run by the government
and not by British private enterprise-=currency adjustmenta to stimlate
Indian industrial devslopment (Indian business felt the Rupee over valued
vis 3 vis the Pound), the setting up of an Indian merchant marine and
shipbing policias to bresk the monopoly power of the Furopsan shipping
pool; railroad adminlstration by the state, rather than by private
Br:lt.f!.sh companiee and 80 on. On some of these issues they won and on
the rest they at least gave expression to Indian interests vis 2 vis
the pritish, as witness the femoue dissents of Sir Pursho Tandas
Thakurdas, chief spokesman of the Gujarati business community and
Indiﬁn representative on many Govermment commissions. (Sir P. belonged
to an old banking and trading firm engaged in the cotton business,
organized the Indisn Merchants! Chamber in Bombay in 1907, and today
directs some 50 corporations, British and Indisn.) To give added weight
and power to their position, Indisn business organized the Federation
of Indian Chambers of Cormerce and Industry in Delhi in 1926 so that
Indien business might spesic with a stronger voice in the face of the
far better organized British business elements in India. The Federation
has been lead by the leaders of Indla's leading business communities,
with a sprinkling of business men from other groups, and hss attempted
to unite Indian business.

Indian business, while it did not actually go to jail for the

indespendence cause, did non-cooperate on occasion following Gandhits
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lead as in the Round Table Conferences in the thirties, and actually
resigned from high posts in the Covernment zs & protest against the
British sending Congress leaders to jail in the early LO's. G.D. Birla,
who was very close to Gandhi, went on z'epéated missions to kngland to

work for a peaceful resolution of the Indian-British conflict. One

AR

gets the impression from Hr. Birla's booke that in the politicel
spectrum of pre-independence days,' Indian business leaders, who
coxist.ituted along with Gandhi Pprogressive Indian opinions,® provided

a bridge between a radicsl Congress and a reactionary British Parliaw
ment, Indian business thus became a kind of balance wheel and fulerum
as well as a source of funds and a pressure group with sufficient
sconomic power to wring immediate concessions from the British,

But with independence Indian business is no longer part of a
United Front against British rule. And with the growth in economic
poﬁer of Indian business it is increasingly viewed by many intellectusls
a8 the nevw "vested interest." Today G. D. Birla in his public speeches
to Indian business men 1s trying to educate them to a realization and
acceptance of the new economic and political realities so different
from the days of British rule.

Ist us analyse our position before independencs, We were the

main spokesmen on economics on this country. In the first place,
we understood the question better than the politicians and sconomists.

1. G.Do Birla, In the Shadow of the Mahatma, a Personal Memoir,
Orient Tongman's, Bombay, Calcutta, Madras, 1953, pages 5e=7b,
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Secondly, there were only two interests in those days, the
British interests and the Indian interests. We always talked
of the Indian interests and the people rallied round the slogans
that we uttered.l

He goes on to describe the present situation:

I fear we have not yet realized fully that there are some
other people also who are talking of economics. They also talk
in terms of Indian inmterests without knowing that we are speaking
the same language with a different approach and different
intention.2 ’

Telling Indian business that high income taxes are here to stay, he
said:

After 2ll, a man does not becoms virtuous, & man's name

and fame is not built up only through wealth. There are 8o

many other methods, and one of the methods is to create something,

to do somsthing which will serve the country.3

Actually, the new situation,with a Government now responsible
to Indian needs and pressures,has great potentialities for the develop-
ment of Indian business. To be sure, the mixed economy raises problems
as to the division of functions and spheres of operation between the
Government and business, problems which have not yet been ironed out,
‘a8 a process of vacillation and accomodation has been going on during

these first momentous years following the transfer of power.

1, Hindustan Times, March 8, 195L.

2. Ibid.
3. Ibid., March 7, 1954
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Thase years provide no real test either of the industrialistt's
ability to expand industrial capacity, or of the Govermment's ability
to stimlate rapid industrial development. Due to the combined
impact of inflation, resulting from war, end shortages of both food
and raw materials, such as cotton and jute, caused by partition, the
chief emphasis of India's first Five Year Plan was nsturally to stop
the inflationary spiral and to expand food and raw material pmduction.
These goals meant a modest Government e:épendi‘hure program, with chief
emphasis on agriculture and allied fields, Since these goals have
now been acliieved, there is a good prospect that the second Five
year Plan will explore the possihilities for Government speed-up
of the industrialization process, via s many sided program which will
include Government run plants in some instances, Government eﬁcouragment,
fiscal and otherwise, of private and cooperative enterprise in other
cases, and Goverrnment use of a dynamic fiscal policy to sustain and
build over-all demand. If recent speeches reiterating the socialist
goal of Congress in the ultimate future ere any indication, this new
phase of experimentation and evolution will be worked out in a some-
what bewildering atmosphere of socialist slogans, if not socialist
acts and the outcome is not clesr, either as to how rapidly industrial
development will take place or what modification of social, economic
and political relationships will obtain. .

'Perhaps more disturbing for Indian business than the talk of
evential soclalism are the immediate restrictions placed on business
vhich aim to freeze the employment ststus quo and the emphasis on |
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creating jobs in unproductive lines of employment, which cannot compete
with the machine unless hedged in by special safeguards. According

to Nehru, India should introduce highef techniques “only when they
wAll add to employment and not displace people."* It is obvious

that only in the context of a really expanding economy can this
question of rationalization (;f industrye--which Indian industry needs--
be in any way satisfsctorily resolved,

1. Hindustan Times Weekly, March 7, 195k.




