Jamsetji Nussarwan|i Tata

A Centenary Tribute

In the centenary year of Jamsetji Tata, a tribute to a giant among

entrepreneurs.

N BENJAMIN

setji Tata, whom Jawaharlal Nehru
nce referred to as a one-man Plan-
ing Commission, was one of the
most important builders of the modern
Indian economy. Heisbest known for the
Tatalron and Steel Worksin Jamshedpur.
Thiscompany aswell asmany other ventures
mooted by him only fructified after his
death on May 19, 1904 essentially owing
to the capital as well as the reputation
which hehad acquired fromhissuccessin
the textile industry. Besides, hisinvolve-
ment in this industry contributed to its
growth. If it became apremier industry of
India before 1947, it was partly because
of him. Itis, therefore, in fitness of things
if werecollect his contribution to the
Indian textile industry in the centenary year
of hisdeah.

It was 1864 that Jamsetji went to
England and studied the cotton textilein-
dustry and trade there. He became con-
vinced that the nascent industry in India
had a bright future and that he could play
aroleinit. In 1867 he bought aliquidated
oil mill at Chinchpokli in Mumbai and
converteditto AlexandraMillswith some
partners. On September 5, 1874 hefloated
the Central India Spinning, Weaving and
Manufacturing Company inNagpur. While
the other entrepreneurs concentrated on
Mumbai, he reasoned that Nagpur was a
more suitable placetolocateit. Harris, his
biographer, writes, “When Mr Tata first
announced hisintention of building amill
in what seemed a remote and backward
town, thepeopleof Bombay laughedat him
in scorn for ignoring the place which they
regarded as the ‘ Cottonopolis’ of India.
But Jamsetji Tataknew hisbusiness. Land
inNagpur wascheap, agricultural produce
wasabundant, and distributioncouldeasily
be facilitated, owing to the central posi-
tion of the town and the gradual growth
of converging railways.”1 Then, on Janu-
ary 1, 1877 the Empress Mills of the
company was opened. It was so named
because Queen Victoriaassumed thettitle
of the Empress of India on that day.

In 1885 he floated another company to
start a mill in Pondicherry to introduce
Indian manufactured textile goods in the
French colonieswithout being required to
pay prohibitiveduties. But theattempt did
not succeed.

In 1886 he decided to float another
textilecompany. Heissued acircular letter
tothe prospectiveinvestorson August 12.
He pointed out that the cotton manu-
factures of Indiawereof thecoarser kinds.
Hence, therewasaneedto“...to success-
fully spin from the indigenous staple a
relatively larger quantity of the finer
counts— say average 30s and 40s — at a
lower cost and with greater ease, with the
unskilled, but cheaper labour we arein a
position to command” .2 Headded, “Infact
the weaving of clothsof finer countsis only
aquestion of time. It must naturally follow
astheresult of asuccessful spinningof finer
yarns.” 3Withthisinview, heincorporated
the Svadeshi Mills Company. He bought
Dharams Mills at Kurla in Mumbai and
resold it to the newly formed company.
Findly, he bought the Advance Mills
in Ahmedabad and incorporated the
Ahmedabad Advance Mills in that city.
This name was chosen to suggest that the
mills were among the most advanced in
the industry.

With this introduction, an attempt will
be made in the following pages to throw
light on his contribution to the growth of
the Indian textile industry.

Cultivation of Egyptian Cotton

Tata was aware that the manufactures
of Indian millswere of an inferior quality
vis-avisthe manufactures of Manchester
and Lancashire. This was because the
British millsused thelong-stapled Ameri-
can cotton while the Indian mills had to
remain content with the short stapled desi
cotton. If the quality of the Indian manu-
factureshad to beimproved, it was neces-
sary to makethelong stapled cotton avail -
abletothelndian mills. With thisinview,
he wrote a 13-page monograph entitled
Memorandum respecting the growth of
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EgyptiancottoninIndia(Bombay Gazette
Steam Printing Works, 1896).

In this monograph, he put forward a
scheme of ‘vast importance’ and ‘in-
estimable value to our country’. He ex-
plainedthat if thelong stapled cottonwere
cultivated in India, the Indian peasants
would be cultivating a more profitable
crop on the one hand, and the government
would save foreign exchange through
lower imports on the other. In addition,
the mills would also gain by having
superior cotton at their disposal.

Tata discussed the method of cotton
cultivationin Egypt and therelated i ssues.
He pointed out that the average outturn
of clean cotton in Indiawas below 30 Ibs
per acreand eveninthebest of thedistricts
like Broach it was 100 Ibs, whilein Egypt
it was over 600 Ibs. Then he passed on
to what could be done in India. He noted
that the experiments conducted till then
had not been successful. Thiswasbecause
they were not carried out under suitable
conditions. He wrote, “The climate and
soil of Egypt are undoubtedly unique; but
inthisvast continent of ours, wehavesuch
varietiesof climatesand soilsthat it would
not be hard to be able to find al that we
want in some parts of the Empire” .4 Egyp-
tian cotton was sought to be cultivated as
akharif crop till then. Instead, conducive
conditions prevailed in the dry period of
the rabi season in India. Hence, he
believed that therewas' theinherent prob-
ability’ of ‘afair chance’ of successif the
cropping time was changed. He contin-
ued, “This province (Sind) in situation,
climate, soil, and more especialy in the
orderlyinundationsof itschief river (Indus),
bears such a close resemblance to Egypt,
that to me it promises the greatest hopes
of successinour experiments.” > Hethought
that thelndo-Gangeticplainsaswell as the
banksof theminor riversalsopresentedrich
silt, whichgavefertility totheNileValley.
Thus, heconcludedthat the Egyptiancotton
had abright futurein Indiaand urgedtrials
for its extensive cultivation.

It isinteresting to note that the govern-
ment recognised hisfirm of Tataand Sons
as official referees for the improved
varieties of cottonandlookedtoittodeter-
mine results of tests in the varieties of
cotton grown in its experimental farms.

It may be added here that from the late
19th century onwardsattemptswere made
to increase the area under the cultivation
of Egyptian cotton in India. These at-
tempts have met with little success. In
1944-45, 3.6 million bales of 400 Ibs net
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of cotton were produced in India. In this,
thesharesof medium, short andlongstapled
cotton were 61.06 per cent, 33.44 per cent
and 5.50 per cent respectively. This apart,
as of today also, it is the cultivation of
American cotton and not the Egyptian
cotton which has been a success. Never-
theless, Tata's effort to introduce long
stapled cotton in India needs to be appre-
ciated as a stepping stone.

Labour Supply

The millowners had often complained
about the inadequacy of labour supply.
Their grievance was that apart from the
highly skilled labour, which had to be
imported, even semi-skilled and unskilled
labour was in short supply. Tata had his
own ideas to cope with this problem.

Tata addressed some letters on this
subject and the one which he wrote to the
Bombay Millowners' AssociationonMay
26, 1897 deserves serious attention. He
wrote it in the context of the great famine
of 1896-97. Starvation, disease, death,
employment in relief works, gratuitous
relief, etc, were witnessed during the year
onascaleunprecedentedinlivingmemory.
He made two basic pointsin it. First, the
labourers drawn from Konkan and the
adjoining territories for the industry left
much to be desired. He lamented, “The
great stumbling block in the path of
progress... has always been the dearth of
efficient labour, which has hitherto pre-
vented us from fully supplying even our
ownwants’. Hebelieved, “ Thereisnot the
least doubt that, if we can secure suffi-
ciently steady and skilful labour for our
mills, alarge portion of these (finequality)
goods can be manufactured by us out of
Egyptian cotton either imported or grown
in our own country”.® He added, “The
existing conditions of labour make it al-
most impossible to use in our mills ma-
chines of a more elaborate type with the
latest improvements, through fear of dam-
age by careless and unskilful handling.
This places the industry at a considerable
disadvantageand precludesit from reaping
the benefits of any invention which would
enableit to hold its own against itsrivals
onthecontinent of Europeand el sewhere.”
The reason for this was the absence of
“healthy outside competition” consequent
to which the local labourer “...remains
master of the situation owing to his en-
joying a monopoly...."””

Tata suggested that this problem could
be resolved by the properly directed
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immigration of |abourers from other parts
of the country to Mumbai. True, thetrans-
port of alarge body of ignorant peasantry
over long distancescould beopento abuse.
Therefore, he suggested, “To divert this
stream of immigration into proper chan-
nels, the controlling hand of the state is
required in securing, for the superfluous
population of adistrict which cannot main-
tainit, ahomein another where remunera-
tivework is spoiling for want of labour” .8

He spelt out the kind of regulation he
envisaged. To begin with, two or three
travelling agents could be sent to the
districtslikely tosupply labour. They should
look for the likely agents who could pro-
cure labour. The assistance of the district
officialscould betaken becausethelabour
agents would be looked at with suspicion
both by labouring populationandthevillage
authorities. The idea should be to secure
the immigration of the entire family con-
sisting of, say, husband, wife and two or
threechildren. Beforeleavingtheir homes,
the men should be asked to sign a contract
in the presence of the village officias to
serve for at least three years. The ex-
penditure ontransport should betreated as
advanceto berepai d out of futureearnings.
During the first year of the contract, food
and lodging should be supplied as part
payment of wages, leaving two or three
rupees in the hands of the labourers. This
would mean the wage of an adult |abourer
upto eight rupees per month. However, the
employment of the children could bemore
advantageous. Their wagescouldbelower.
They could aso pick up the skills faster.

The Bombay Millowners Association
wassympatheticto Tatd sproposas. But they
were not acceptable to the government. It

did not want to involveitself in aproblem
which it considered to be basically that of
the privateindustry. Thus, Tata’ sproposal
was given up without a fair trial.
Tatabrought about atechnol ogical revo-
lution of sorts in the Indian textile
industry by effectingamajor technological
innovationinhisEmpressMillsinNagpur.
The latter had been started with 30,000
spindlesin 1877. The second-hand equip-
ment fitted in the mills caused trouble. A
good deal of it was also damaged by afire
in 1882. While looking for a solution to
the problems, Tata hit upon an idea. He
decided to discard the throstlesand mules,
and to replace them with ring spindles.
Thiswasabold decision becausethelatter
had been regarded as unsuitable by the
millowners of the US and trials were still
oninBritainwith scepticism. But Tatawas
convinced that with some modifications,
the new machineswould be a better ater-
native. Heimplemented hisproposal under
his personal supervision despite misgiv-
ings of the fellow millowners. The results
were so good, especially on the coarser
countswhichformedthebulk of theoutput,
that Tata scrapped every other type. This
raised theefficiency of themills, expanded
the production capacity and consequently
raised the profitability. He placed orders
for more of them. At first the reports of
his success were received with disbelief
in both the US and Britain. He placed
orders with Messrs. Platt Brothers for the
purchase of the new machines. But he
failed to persuade this company to manu-
facture them. Thereafter, he contacted
Messrs Brooks and Doxey, their riva
manufacturers. Tata pointed out every
manufacturing defect in the machines to
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enable them to improve the design till the
perfect machinewas devel oped. Mill after
mill went in for the new machines. Tata
had the satisfaction of seeing the con-
servative Platt Brothers fall in line and
agreeto manufacturing them but only after
their rivals had aready established their
reputation.

This was the first occasion when the
Indianindustry wastechnologically ahead
of its counterparts abroad and the credit
for this goes to Tata.

Cotton Duties

The imposition of the countervailing
exciseduty ontheproduction of thelndian
mills when import duty was levied on the
imports of British manufactures in 1896
caused great resentment in India. Likeany
other millowner, Tata stood for the
abolition of the excise duty because of its
deleterious effects on the Indian industry.
When he was in England, he had a talk
onthesubject with Lord GeorgeHamilton,
secretary of state for India. But Hamilton
argued that the Indian mills were
prosperous enough to pay excise duty. He
also said that if Tata thought otherwise,
he should produce convincing evidence to
prove his viewpoint. The latter agreed to
do so on hisreturnto Mumbai. Hedecided
to collect amass of statistics to prove his
contention. He addressed a letter to the
Bombay Millowners' AssociationonMay
11, 1901 seeking its cooperation in a sta-
tigtical investigation to determine the ef-
fects of the duty on the industry. After he
had secured whatever response he could,
he deputed his lieutenant B J Padshah to
frame and edit the final report which aso
reflected his own views. He printed the
report at his own cost under the title of
TheCottonIndustryof IndiaandtheCotton
Duties(Commercia Press, Bombay, 1902).
He brought out 200 copies to begin with.
Hesent acopy to Hamilton for hisperusal.
In addition, he circulated them among the
millowners and competent critics. There-
after, he brought out its second edition
with some additional material. It ran into
43 pages. Thereport setitsobjectas”...not
to pass judgment upon the cotton duties,
but to investigate the general condition of
themill industry, andtheeffect of the cotton
duties on its profits’ .10 It noted that when
the duties were levied, two impressions
were prevalent, viz, (a) the average profits
of the industry were high; and, (b) the
duties would be paid by the consumers of
cotton goods and not the producers.

The total number of millsin India was
186 in 1900. Thereport directly examined
58 mills. The earnings of the remaining
mills were lower. It further stated that
whatever be the condition of the industry
in 1880s, its profitswere not extraordinary
in 1890s. It continued, “ The average earn-
ings of 58 mills... are found to be just 6
per cent.... Thisfigure... is... obtained by
taking a set of mills whose average posi-
tion is better than that of all the mills of
thecountry. Theomission of onegood mill
(whoseprofitsaremiscellaneously derived
from spinning, weaving, ginning, dyeing,
financing, and trading by the establish-
ment of shops) pulls down the average to
5 per cent ...If the whole commission
actually paid (to the agents) had been
debited to profits, this memo would
have recorded an average earning of
4 per cent only.”11

The report also stressted that the
shifting of theincidence of excise duty on
the consumers by the mills was not
possible. It said, “Both spinning and
weaving profits have falen since 1896;
the spinning profits owing to increased
cost of production, moredirectly owingto
the slump in the Chinese market for
Indian yarn. Increased cost of production,
from the duty as well as other items,
together with the arrest of demand for
cloth owing to famine, may account for
the fall of weaving profits. But whatever
the causes, that prompt adjustment, and
transfer of a burden or a benefit to the
consumer (which is indicated by steady
profits), relied on by defenders of the
cotton tariff does not exist... because
both the extension and withdrawal of
capital take time in this industry. Exten-
sion becomes possible in two or three
years, withdrawal in less than a decade
would be very difficult. Under such con-
ditions, the cost of production only
partially rules prices; the determining
factor of value is demand.”12

Tata contributed to the growth of the
textile industry in some other ways too.
The Empress Mills were the first in
India where attention was given to venti-
lation and humidifying. Precautions were
taken against fires and automatic sprin-
klers were installed. A provident fund
scheme and a gratuitous pension fund —
the first of their kind in the Indian mills
—were built up. These funds took care of
the disabled and furnished gratuities to
families of those who died during their
working life. Tata instituted many prizes
for good attendance and efficient work.
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Apprenticeship schemes were also intro-
duced to train young men for their own
well-being aswell asfor the benefit of the
mills. Nor were the subordinate staff for-
gotten. A reading room, library and re-
creation ground were provided to them.13
Other millowners followed these staff
welfare measures in course of time. Tata
experimented withtheworking of themills
a night by introducing €electric light but
theeffort failed becausetheworkersfeared
that the electric light would damage their
eyes. He did not keep trade secrets and
shared his knowledge with other
millowners as well. On one occasion a
millowner sought his advice but could
not believethat it wasgiveninall sincerity
andsoturneditdown. Afterwardshefound
out to his dismay that he had mis-
understood Tataand that hisown decision
was wrong.14

In short, Tata was a great industrialist.
But his reputation as a great captain of
industry rested on his remarkable success
in the textile sphere. He erected/recon-
structed great mills in Nagpur, Mumbai
and Ahmedabad. Hebuilt hisfortuneswith
them which ultimately paved the way for
the implementation of his hotel, steel and
hydroelectric projects. In the process he
contributed to the material well-being of
many others. He turned casual labourers
into factory workforce. The profits earned
by his shareholders contributed to the
development of the equity cult. In short,
he played a notable part in the industrial
evolution of India. [T
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