CHAP TER- 2,
HISTORY OF JUTE INDIETRY

1, Introduction

The demand for rawjute is derived demand. i.e.
raw jute is demanded only for production 6f jute zoods.In
India jutemills came to be established in the 19f0's.
"]he_fi rst jute spinning mill was set up by Geo rge Acland,
an ex - official of the British Merchant Navy. He set up
hismil]l] at Rishra on the Westem bank of the river Hoogﬁly,
in 1955, Since the demand for jute cloth as a packing
material was expanding with the growth of world trade, the
jutemills found a ready market for their products. But
di fficulties of financing and procuring the requisi te
machinery prevented a rapid expansion, From the very
beginning the indigenous jute industry faced the competi tion
of the jute industry of ndee. But the superior advantage
enjoyed by the Indian industry in the fom of cheaper raw
material and labour as well as the lower level of taxes
enabled the Indian industry to survive in competi tion and
eam comparatively high profits, Around 1894, the Hastings
¥ills introduced a night shift and this sparked off protest
" by the Dundee Chamber of Commerce to the Secretary of State
for India, alleging violation of the Factory Act, and the lack
of trained inspectors to enforce the observation of the Factory
Act., by Indian mills generally.Sir John Leng, the Senior ¥.P.
for undee, visited India and inspected Indian jute mills. He
ended up with the tribute that "the hands in these mills ars
among the best paid native wo rkers in India," Not all Dundee
interests were appeased by Sir John's acquiescence in the
views regarding
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Labour Welfare held by the jute mill managers in India.
However, Dundee had several firms strongly interested in the
supplying of jute machinery to Indian mills and there were
probably firms, interested in both the Dundee and the Indian
Jute Industry. Dundee was also an " important centre¢ of
entrepot trade in jute. So, the Hostility did not break out
into open warfare. »

From 1855 to 1863-64 only one more mill was built,
but from 1963-64 onwards the growth of the industry was
fairly rapid. Jute was a monopoly of India and in this the
Bengal industry had a strong advantage. Hitherto Dundee,
which had successfully -killed the handloom industry,
controlled the entire market. But the Bengal industry soon
established its position. Of this Mr. O0' Connor, in 1876,
remarks : "While Dundee had only hand-woven jute stuffs made
in India to compete with, that city had practically the
monopoly of he world's supply, but the development of the
manufacturing industry here, in mills, furnished with the
best mechanical appliances moved by steam, has had the
inevitable result of shuttering Dundee out to -a great extent
from the Asiatic and Australian markets, and even ffom a part
of the American market". (J.E. 0'Connor, Memorandum, Account
of the Trade and Navigation of British India, 1875-76, p.
31). In 1882 there were in India twenty jute mills employing
nearly 20,000 people. Of these mills eighteen were in Bengal
and -seventeen in the immediate vicinity of Calcutta. The
industry was even MOre localized around Calcutta than was the
Cotton, industry around Bombay. The first jute mill was
started by a European and the industry remained always mainly
in the hands of Europeans. With the growth of the export
trade in raw jute, the jute pressing industry had also begun
to acquire importance in Bengal.

In India jute majufactures remained an industry
almost completely dominated by British, more particularly
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Scottish, businessmen right up to the end of the Second World ?
War. Among all the directors of jute mills listed in IIYB,
1911 (First Issue), we find the name of only one Indiabeiz}

" Luchmi Narain Kanoria, and he was on the board of directors
of the smallest jute mill in existence, the Soorah Jute mills
Co. Ltd., with net fixed assets of Rs. 785, 357 and 175 looms -
on 3lst Deéember, 1910. All the other jute mills were
controlled by the big British or European managing agency
houses, such as Andrew Yule and co., Bird and Co., F.W.
Heilgers and Co. All the companies which were formed after
1900 were rupee companies promoted by British or European
managing agency houses located in India. It is difficult to
find out the sources of their capital, but one can guess that
most of it must have come from British businessmen, Officials

and military men.

In view of the relative simplicity of processes
involved in jute manufacture and the recognized monopoly
India had in raw jute production; the almost complete absence
of 1Indian enterprise .on the manufacturing side seems
mysterious. It is not enough to say that enterprise was
deficient among Bengalesé or that Marwaris were interested
only in trade; for after all, many of the Parsi and Gujarati
industrialists on the other side on India had made their
money in trade and then. invested in industry. Why was that
process not repeated in the jute industry before the First
World War?

Part of the explanation lies in the fact that jute
was pre-eminently an export commodity both in its raw and in
its manufactured state, Wnlike cotton however, it was not the
raw material for a consumer good the demand for which already
existed. The market for jute manufactures had to be sought
out, and this search could be ™gmde only by businessmen who
had an intimate contact with the export trade. The export
trade in Bengal had almost entirely passed out of the hands
of the Indians. The size of the minumum viable unit in the
jﬁte industry also deterred the Indians form entering the
industry.

The Europeans in eastern India controlled the
export and import trade in most commodities, they controlled.
river transport and coastal shipping as also the railways.
The exbange banks were under exclusive European control. Some
banks under |



Indian control ceme up in the wske of the Swadeshi movement but
they d1d not hsve the capital or connectdons to chsllenge the supre-

mecy of the European banking,)

II. - Buropesn domination in Jute indusgtry.

In the juts trede itself, Europesn ( 'and American )
businssmen'were involved st almost every stage from the buyj.hg of
' jute from ‘the peasént up to tha shipping of Jute and jute fébrics
to foreign comtries. long after Dundee had éeased to be the cestre
of jute industry, t.ondbn continued to be thé entrapot for raw jut:é
and the srbiter in the matter of stendards for raw jute an?l jute
febrics, In the internal triade in jute, the Europeans wers the
dominant element as soon as one left the villages and ceme to the
big ma.rket:a such as Serajgupj, Narayangun j, Or Calcutta, The
Europesns were orgenised with trede sssocistions 8t every stage.
There were the Calcutta Jute Deslers’ Associstion, Cslcutta Jute
Fabrics Brokers' Agsociatiopn, Calcutta Jute I-‘abricé shi ppers
Association, Basled Jute shippers®' Associstion ( which was renared
Caslcutta Baled Jute shippers' Assoéiation in 1925 ), Cslcutta Baled
Jute Agsgsocistion, 8nd the Idian Jute M 1lls Agssocistion ( Indisn
Jute Manufactures Association until 25 July, 1902 ), The Indiai: '
Jute M.1ls Agsocistion ( IJMA ) had represantetives in meny of tha
gssocisted organizationé, such @s the Juta Fabricg Brokers' Associs-
tion.

The ties which linked the members of 8ll thesgses different .
organjstions to one snother 8nd to kg high offichels of the govem-
ment before the First World Wer were those of 8 common imterast

( with some conflicts which could be ragdily raconcl&d in a2 growing
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merket ) , 8 common language , und sbova 8ll, 8 comwmon social 3l

distence from the Indiens among whom they lived, The govemment
wes interested in increesing reilwsy revenues from the treffic in
jutes; the merchents &nd the mill-owners would heve no difficulty
in spproaching the officials of the Govemment, perticularly when
they we re concermed with directly productive departments such as
sgriculture, commerce 8nd industry, or rei lways.If' there wes 8
shortage of wagons for jute, & simple meeting between the committee
of the Indien Jute Mills Agsocistion 8&nd s higtlx offichal of the
rei lway concermned would be enough to remove thé shortage., I£f there
wes 8 difficulty sbout the spéce for storeg=2 of jute in the dock-
yards or jetties, another meeting with the officisl concemed
could be errenged ( I J M A usually had 8 represesntative on the
Calcutts Port Qormmissioners ). In the face of such recogni sed
mutuslity , of iserests, no formel discriminetion ag;inst Indien

merchents was called for.

The quasi homogeneoug nature of the interests controll-
ing trade in rew jute end jute menufactures did not depend only
on the formal &ssocistions; meny of the .fj.rms involved were &8s
interested in the shipping of rew jute as in the msnufacture of it.
In addition, Andrew Yule snd compeny floaied tvo stesmer compenies
to csrry jute, tesa &and other caxgo from eestern Benggsl 8ané Assam

vhen their tes output 8nd output of jute mills grew,

The Europetn jute milliowners hed, of course, no direct
control over the putput of jute, on which their prosperity end the
p:ﬁspedty of the tralde in raw jute depended.'ghey were continually
concemed sbout expanding this output. They urged the Govemment to
tiy to extend the sresa of jute cultdation and to increase the sverage

yield of jute ; if necessary, the finsnces might be found by imposing

8 smell expert tex on jute.



However, 8s fer es the sggregste supbly O LUE LLEEE
In Indis wes concemed, the Cslcutts jute mills 4id not reélly ’
have much csuse for worry. The aree under jui:e cultivagion wes
quite segsitive io price, perticulerly to its price relatively to
thet of rice, since jute and rice were competitive crops so fsr
8s land use was concemed. Further, slthough the sres un;xder jute
seems to have reached 8 pre-war peek in 1907-8, the sctusl output
weg higher in 1912 - 13, Finslly, the congumption of rew jute by
mills in India increased slmost stesdily fmm 2,248,0C0 bales
( 1 bale = 400 1b ) in 1899-1900 to 4,459,000 bales in -1509-10.
. 8and then, with 8 breek in 191C-11, snd 19.11-12, rose agein tov

exceéd previous records.

The Calcutts jute mills did not have to interfere with
either the Jute trede or the position of the cultivai-.or in order -E:-
get their rew materiel chesp. The cultivetors were no£ orgeniged into
eny 8ssocistion, there was hardly sny co-operstive movement 8mong
the cultivetors of esstem Bengsl, end the prices they obtsined
were‘eatirely outside their control, But in 1914 we find the IJMA
protesting egeinst the proposel of the Wwllector of Dacce to lend
'Re.250,000 ( Rupees 1v° s K&

.. Rrwsandonly ) to the ryots'’ of certsin districts of Daccs to

help ride them over the crisis ceused by 8 digsstrous drop in the
price cf jute, ( Tbé drop 1itself wes due to _the suddencegsation of
rore then 50% of the experts of raw jute becsuse of Britsin’sentry
into the First wWorld War ).‘ The m8in objection 6f the Committee wes
that such losns would ensble the " ryots' to hold on to their jute
and woulé create the impression that the govemment would come to
their 8id i1f prices of jute fell below certein limits. After the
protest by the domittee, which was communiceted throuogh ths Bengal
‘(Chember of Q)mmerce,Athe Govemment of Bengel decided to @educe the

emount of the losns to Rs.125,000, ( Rupees Omre LaMche /.@39/»\5 -

.o Live INEV TSI only ),




33—

II1I. Jute Indugtry before First World Wsr,

The Celcutts Jute Mills had to face some problamg othar
than conflict of interast with the cultivetors before the First World
war. Thefe were first of all problems of transport; the rsilway
system in epstem Indis sesms to heve been extremely strained from

_ the endp of the nineteenth century, snd the jute trade head to fight
with other interasts. such as 'the Coal trade, for the allogation
of wegons. But tha mills genarslly had an edge over unorgsni sed
intereasts becsuse of their shility to convince the right peopla
with the right srguments. IJMA generslly had an agreement with the
steamer compenies about the terms snd rates for trensgporting jute,
some timeg the sgreement broke down, and then the mdividual mills
had to srdve st sgeparata gsgreements with the stesmar compsnies. But
this was rather an infrequent occurence. Pregumebly, the ability of
the mill owners, to 8act aé 8 body, the common intergst of some
menaging egents in both jute snd stesmer kostsg, and the competftion
from the rsilwsys decressed the probability of breskdown of agresment
to 8 large extent, There wera 8lso occagsional disagreements with
the shippers of jute fabrics end other interests connectad with the

) trade.

But in the face of Bll these conflicts,IJMA formed in
l@? es en 8ssocistion of the jute mills, had one great strength,its
ability to spesk 8dd sct as a body. The mogt concrete expraassion of
such unity wes the short time sgreement. After & f£8ilure of price
fixing sgreementsto stébilize prices in 1385, the first short time
sgroemant wés arr:lved gt by the IJMA on 30 December, 1885. This
8g reement smogg mills took various forms, including the .3.4.”""%"“’3’
down of given percantages of looms end spindles, closing the millg

fer gpecified numbér of days, working the millg for a8 certsin meximum
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number of hours, and so on. An interesting part of the
agreement was that mills or their managements agreed not
to expand their production capacity in any way during the
validity of the agreement except when specific permission
was given. This was thus an attempt at controlling not
only production but also investment in an expanding market.
Even when the productive capacity of jute mills in India was
on the increase, the problem of unused capacity recurrently
arose, since the demand for jute goods fluctuated from year
to year /depending on the volume of world trade. The
persistence of surplus capacity is also attributable to
some extent to the quasi-monopolistic organisation of the
jute mills. IJMA generally tried to maintain high profit
levels by working shorter hours. The earliest instance of a
short time arrangement was in 1386. It is remarkable that
the working time agreement was successful for most of the
period under <consideration. The management committees
generally recognized that the working time agreement was
the most important item - on which a decision had to be
made. - Thus, within the limits imposed by the entry of new
comers, the IJMA did operate as a quasi-monopolistic body
for most of the period. Thanks to the quasi-monopolistic
organisation of the industry, profit E@éﬁl of 60 to 70
percent were not uncommon .in this industry. The number of
hours per week by mills before the First World War
generally fluctuated between 75 and 90, but it went down
briefly in 1910-11, to about 48 hours. In the later period
many of the mills failed to adhere to the short time
agreement, since those mills which had brought large
quantities earlier at rather high price found it difficult
to curtail production by curtailing working hours; but the
aggregate production-of all the mills taken together was

effectively curtailed and the gunny market again looked up.
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1, : Number of mills... s 22 3 24 ¢ 1l

‘3. : Nuuﬁers of looms..

-5

h-me gimy;;n of the jute industry during 1980-95 weas
refledted in the immense increese in the exports of jute mgnu- .
fectures from In‘d:ld. The jut'e industry wsas ;iot eble to rely on
the home merket to the game extent &8s the Cotton industry snd
thera was & close i:_elation between the growth of this industry
and the progress of the exports of jute menufectures. The progress
in the jute 1ndustzy. cenmnot be selé to have been as continuwus.
Jute, for more thsn Cotton, is & fluctusting crop, end the demend
for the pr.odhcts of the industry is perhaps not so stsble g8s the
demsnd for cotton goods. But the j-ute menufactures were & highly
orgeni zed body and the peridéds of éepression or seacke'xing of
demand were gerieré'lly met wth by en all-round short time, 8s
di scussed slreedy. Another notsble fact in connexion with the
growth of this industry was thet the rise in the number of separste
mills or comp&ni es ywre/was remarkably smell eas compared with the
growth in output or the number of hends employed. This cén_be seen -

from the following tesble =~

JUTE_MILLS, 1880 - 95.

51 no : Perticulars 0 1879-800 1884-.5) 1889-90 0 1894-95.

29
75,157

2. s Persons employed.. ¢ 27,494: 51,9023 62,739
4,946 : 6,926 : 8,204 : 10,048

4, s Number of sSpindles.. : 70,840 :,31,740: 1,64,245 : 2,01,217

Out of these 29 mills in 1994-95, 26 ( snd these gll th

lerger ) were in Bengal, centred round Cslcutte.
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The growth of the jute industry during 1895 - 1914 wes
unmerked by eny specisl feeture except its repidity. The plcture

of growth for the sbove period is represented balow :

Jute Industry, . 1895 - _1914.

5l no : Particulars s 1895-96 3 1901-02 : 1907~ 08: 1913-14

1.  :Number of Mills.. 28 s 367 54 3 64 :

2. : Parsons employed.. 3 78,114 :1,14,795: 1,877,771 :2,16,288:
3. s LOOMS oo : 10,169 : 16,1193 27,244 : 36,050:
4. 3 spindles .. : 2,14,679: 3,31,3825 5,62,274 :7,44,289;:

The old tendency for the number of mills to increasge
in 3 puch gmgller proportion than the number of hands, looms and
spindles 1s still marked, but not tO so grest an extent, Here another
interesting feéture is that the numb2r of loonxé and spindles has
incretised in 8 much gresater rstio than the number of hsnds emploYed;
This very possibly shows econony of labour, by the 1ntzpduction of
better machinery or on account of the mesnagement being on a8 larger
scale than before. The growth of the industry w8s not so rspid
during 1895-1900 on account of the prevailing famines, though thess
did not directly affect the industry, they did so indirectly by
‘stopping the export of the food-grains end other raw agricultural -
produce aut of Indias and thus dimini shing-the Indian demand fof
gunny bags. The industry 8lso suffered 8 few periods of depression,
such 8s thé one in 1905- 06. The growth of the jute mills took placsa
mostly amund Celcutta, "‘and thé extant of the industry outside.
tnis ares was insignificantIhe Bengal industry possessed 8 great
sdvantage in being near the source of the supply of raw jute, for
Bengsl ﬁad a8 monopoly of jute. Duripg this decade._v however;

competitiom was growing abroad, especigally in Germany and the United



States. But this did not interfere with the growth of of the Indian
'1hdustr§, and side by side with 8 large incrasse in the exports
of raw jute the exports of jute menufactures were also increasing

rapidly.

The profits of individusl mills depended to & large
extent on the msnagement of stocks of raw jute 8nd of jute manu-
factures, Bricesof jute varied very grestly between the immediste
post-harvest monthsg and the immediste pre-hafvest ones, and they
also varied enormously from one yesdr to the next. Under the circums-
tsnces, £he ability to buy rsw 'jute at the right times an_d in the
right quentities wes the most important factor in the dete¥mination
of projacts of individusl mills 8nd of groups of mills. So, the
mi.lis were extremely concemed shout thé reliabi lity of the snnusl
jute forecasts made Ly the Govérnment of Bengél. For the ssme
reeson, stability inthe j\ité trede was also'_crucial for the interasts
qf the jute mills. But so Jong &8s the trsde was primsrily in the

hands of Buropeans, the mills seem to have ragardad some gpeculation

as entirely healthy.

The jute industry had en slmost unbroken racord of prosper-
ity from 1895 onwards, the rastes of dividends on the face valué of
Ordinary shares went up to 25% in boom yesrs such s8g 1906 snd lo07,
for good compenies, such &g Budge - Budge ( managed by Andrew Dule ),
Howrah ( menaged by Ermgthasugen itd ), Fort Gloster ( managed by '
Kettlwell Bullen ), Standard end Union { both ¢ menaged by Bird snd
Company ), the aversge rste of dividend exceeded 12X for the ye8rsa.
From 1901 to 1910. ITYB, 1911 ( P.68 ) was quite optimistic about
the profitability of the industzry, in spite of the Hqtﬁdatidn of
Seebpone
stb—pars - Jut @ compsny and the temporary depression of the industry.
The estimetes of fixed investment in the jut= industry

show: three peeks in the nine yesrs from 16C5-06 to 1913-14, with
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with no distinct rising trend ( slthough investment waés highesi;

in 1913-14, in either reel or money termms );

This cen be seen from the following figures.

Yetr. Gross value of reel investment - (Rs., ’.o.oo )
lo05-C6 204; 65
1908-C9 | 200,9C
1013-14 . 283,13

It cen be rightly s8id thst this pettem of expansion
was due to the fact that the mensging egency firms in Calc&tta,
controlled the expension more or less 8s 8 group, thus, the capacity
wou-ld be bui ltv up to' the point vhere it was just & little more thsn
the demend that was foreseen 8nd then 8 period of sdjustment would
fdllow, until the demend sgsin outstrj.éped the capacity. But the
pulseting psttem wes 8lso due to the fact thet jute millsg came in
lumpy units; it wes often difficult to é(pand' the caspecity of
older units because of lack of space, or becsuse too much hsd to be
spent on redesigning the buildings ; on the other hand, new units
had to hsve @ i ng mum capécity. Between 1896 and 1900, ten jute
m. lls were added : of these one ( Delts ) wes reconstructed out of
ean old mill ( Sersjgunge ), one ( Gefdon Twist mill ) wss absérbed
by ona of the new compenies ( Anglo Indisn ), &nd one ( Arsthoon )
went down in the crisis of 1910-11, &long with Scﬂ)—'para,. Of .these
ten, Aggb-lndia wés- registered in the U.K. 8nd Gondolpers in
Frence, the rest were registered in Incdia. From 19011;:0 1908 arxothér
nine mills were 8added to the industry. Of these .S-ne w8s 8n Amaricsn
'mill, promoted by & former menager of the group of mills under
Thomgs Duff and Compeny. While the new units were being floated,

substsntisl expension was 81sO teking plsce in the older units.

The investible fund for most of the mills came from

‘investors resident in Indis : of the estimated nominel esptbal
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capitél ( equities plus debentures ). of %410 mllion invested
in the jute industry on the Hooghly in 1509, sbout 3f28 milliom
wes invested in eight compsnies registéred il;x the U.K., but this
lster smount hed mostly been invested before 1900. A large pr\opor—
tion of the initial cppitel probebly came from tﬁe ménaging agents
themselves. Some compgnies 8lso found practicelly 8ll the money
needed for working cepital in this wey ; but' since the substsntial
volumes of Working Cepitzl regulsrly went up efter the time of- the
jute harvest ahd went down a little before the next hézvest, 1t was

less costly -to borrow the money from the banks.

The Jute Industry, 1914-29,

The Eirst World war grestly strengthened
the position of the Indian jute industry. Before the war more thsan
half of ﬁhe-' rew jute produced in Indis was exported to foreign
count:d_.e.s, perticularly those of continent&l Surope 8nd the U,S.A,.
In most ofl these countries the industry ﬁad been bui lt up by
imposing import duties on manufactured jute, while raw jute was
imprted dti{:y-free. The U.K. took between 8 quarter 8snd s .third
of thé exports of raw jute from Indis. So the cutting off of the
continentsl markets, psrticulsrly Germeny &nd Austrie-Hungery, reants
8 drestic drop in the demend far rew jute, thev shortage of shipping

aggravated the situstion 8nd the prices of raw jute collspsed.

The divergent movements of the prices of raw jute 8nd
“ jute msnufectures dﬁr.hng the war are quite evident from the figures
in Teble below ( Tsble 2,1 ). The mills on the HOOghly had prscti-

celly 8 csptive supply of jute, and they also were monopolists,

Tabie Boa. M'}.MMM’WMMM w&uwvwvwai
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'xable 2 olo

——

Prices of Rew Jute 8nd Prices of Gunny Bsgs.

slno: Yesr : Prices of Raw Jute : Prices of Gunny Begs
( Calcutta ). ( Calcutta Ye
B Rs‘. | a. - P. ¢ Rs, - 18 Peo
i, : 1911 - 12 : 55 o o : 36 o o
2. H 1613 - 14 : 93 e} o : 42 8 o]
3. 1915 - 16 s 62 Y 0o : 43 (o) -0
4. 3 1917 - 18 31 53 P 0: 68 0 0
5. H 1918 - 19 3 85 o O : 58 (o) 0

source : Govemment of India, CISD : sStstisticel abstrasct for

British Indis from 1911 - 1912 to 1920 - 21.

nm“j@wen\amﬁmm«meemeé.

The beginning of the wér séw 8 weskening of the damend for
jute menufactures for peaqef-ul purposes, But as wall, was intensi-
fied the demsnd for sandbags', can&as, cermsacks, etc. nﬁra then
compensated for the fall in civilian deinand. The md 1ls obtained .
chéap labour which had besn zjeleas‘ed by the stoppege of rsilwey
construction and other ia_rgé public works owing to the war, 'fhey
could thus operaté an elghty hour week for mogt of the war period,
On scocount of prohibitive freights and the difficulty of obtsining
supplies of mechinery énd stores, the 1likelihood of new competitors

coming into the field wes made extremely remote,

As 8 result the jute mills mede very lsrge profits
during the war; it was calculated that th= rat.e's of net profits

( excluding interest ) to poid ~ up capital was 10 in 1914, 58 in
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3 1915, 75 in 1916 and 49 in 1917. Ti‘i_e dividends declared during

these yesrs were also very high by any standard . But because of

shortage of shipping and becauée of the fact that the whole

engineering, cspacity of the U.X. weg devoted tOo war work, there

was very little expension of the capscity of mills during these

years. This is evident from the figures of resl investment in the

jute mills 8and the figures of looms and spindles in jute mills in

India. The figurss ere shown in Teble 2.2,% Bfes .

Teble 2.2¢ An approximste measur= of gross fixed iwestment

in_the jute industry in_ Beagsl.

='Estimated Grogs veglue

Sl no: Yesr : Remark s.
of resl iavegtment in
s 3% Jute industry (Rg, _'000). s
1, : 1914 - 15 148, 90 | :
2. : 1915 - 16 s 135,95 H
3. : 1916 - 17 : 121,45 =
4, : 1917 - 18 H 63,21 :
5. ¢ 1918 -19 52,36 :
6. s 1919 - 20 s 101,03 3
7. lo2C¢ - 21 s 148,59 :
8. 1 1921 - 22 223,21 :
9. 1+ 1922 - 23 3 110,97 :
10, : 1923 -24 118,04 :
A&l. s 1924 - 25 : 83,78 :
12 H 1925 - 26 H 70,43 :
13 s 1s26 - 27 s 57,04 H]
14 : 1927 - 28 77,09 :
15 : 1923 - 29 : 125,23 :
sm;zrgg ¢ Private Investment ivn Indis, loCC - 1939, A K. Baéchi

( 1972 ), B/273.
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The war enabled the Indian Jute mill industry to hsave an
edge over ité competitors in other countrles, snd to smess huge
profits. But ik slso enéed the ~8bsolute control of the jute trade
end industry by Buropeens. The jut= mills hed slready been concernad
sbout the gpeculstion in jute carried on by Indign traders ( meinly
Merwsris ) just befors the war. The Committe= of the IJMA had |
submitted 8 draft of a Bill to the Govermment of Bengal aiméd at
suppressing the spaculetion in the *® bhitar bazar ', but the govemment
rejected the proposal as impracticsble. However, éfter the war IJMA
had to consider the question-of the ' futks ' market, or ' bhitar
bazsr ', practically évery year; the falling off of demand for jute
fabrics was often blamed on the operations of the future‘s market in

jute and jute goods.

Indisns seem to have capturad during the wer 8 large
part of the Capital of the jute mills. The azplsneeion ins not wbet
tme jmbe wmizbhs, The explanation is not that Burop=2sns were keen to
s2ll their shares in the compenies concerned, for jute shares conti-
nued, to carry very high dividend well up to 1926, Ome plalisible
explanetion is that during the war 8 large proportion of 'the. British

businessmen of Celcutts were either out in the front lines or engaged

in -other war worke.

Along with the Europesn sssocistions for different levels
of the jute trsde,there now grew up corresponding Indian associstiont
*» The Bengal Jute Dealers' Associstion, the East Indie Jute Associs-
tion, the Hetkhols; Beni jye Sebha, sné the Iddisn Jute Belers'
Associstion, 8nd s on. The end of the war 8lso ssw the entry into
the mf.ll industry of the first Indien-menesged mills, viz. the Birls

Jute Menufacture and Hukemchsnd Jute Mills Itd.
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M A fo«llou)ec‘.the policy of controlled production end expsnsion of the
jute industry even 8fter the First World War, The mills resched &n
agreement in 1921 to work only 54 hours 8 week 8nd this wes obser-
ved throughout the twenties. The world demsnd for jute menufactur-
es was expasnding during the twenties; céuntries such as Austrsaslis,
the U,8.4,, the Argenting, Cubs &nd New Zeslsnd were importing
lsrger quantities of gunny bags and gunny cloth , Neturelly,
both the outpht of jute and the cagpecity of mills 6ontinued to
expand, slthough the expansion of capscity by members of IJMA
waés subject to restrictions, fimmg outside the Agsocistion were
free to set up new mills or expsnd their capacity. Since the
profits of and dividends declared by the estszblished jute mills
were very high, snd siace Indisns had by the end of the war
become fomilisr with the jut= trsde in 8ll ites aspects, it wes
neturel that new mills should be estsblished. Real velues of
snnual gross investment in th2 jut2 industry in the 1920s were,
if eny thing, lower than during the prewar years. This is shown
in Teble 2.3.¢ 588 }.

Table no, 2.3: Reel velues of gnnuel gross investment in the jute

industiy.
Sl no: Y es r : Real value of investment : Rema rks
{ Ra. '000 ).,

1, : .1913-'— 14 : 283,13

2. : 1920 - 21 H 148,509

3. : 1921 - 22 3 228,21

4, :+ 1922 - 23 11,97

5. 2 1923 - 24 s 118,04

6. : 1924 - 25 : 83,78

Ibid,

%]
=

{6
.

-



~ bl - | ,

But becsuse of the lfimpy nature of investment in jute mlls, as

before the war, expension led to problemg of over-production of

jute fabrics which were sggrsvated by wide fluctustions in the

prices of Pybw drew jute). Since meny mills bought very large

quantities of jute in advence, they found it difficult to cut their

own prices &f they had rought rost of their jute desr.

Althoﬁgh the totsl exports of jute menufecturers d4id not

in fasct fall much until the onset of the depression in l929-3cC,

they did not g:'ro'w either; furthermore, the profits of meny mills

had been badly effected in some yesrs by fluctustions in jute prices.

The value of expozts is shown in Table 2.4 ¢ E58% jas below,

Tsble 2.4:
Expor_ts of jute menufactures from Indis.
Slno: Year - s Total value of jute menufact- : Remarks
ures sxported ( Rs. '000):
1. 1919 - 20 e 50C,155 :
2. :+ 1920 - 21 : 529,947 . s
3. ¢ 1521 - 22 : 299,957 s
4. 3 1922 - 23 s 404,942 :
5. 3 1923 - 24 s 422,836 :
6. 3 1924 - 25 g 517,566 s
7. 3 1925 - 2¢ 3 588,398 L : :
8. H 19'26 - 27 ‘ H 531,809 H
5. s 1927 - 28 : 535,643 :
10, : 1928 - 2% 3 - 569,049 s
11, 1929 - 30 3 519,268 s
12. 1930 - 31 3 318,945 :
Ssource :FIbid, P/280.
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Wweth the coming of the Wortlddepression sround Sept 2mber, 1929,
world sgriculture 8nd consequently the demand for both rew jute

and. jute‘umnufac'tures declined dresticslly.

The.‘.cnming of the depr2ssion 8ccentuated four problems
--which had alresdy been faced by the mills associsted in the IJMA,
The first was the problam of reaching sn agresment about hours of
work end the expension of capscity between the stronger 8nd weaker
members of the Agsocistion, and avan mora, between the new mills
and the member mills. Even in yeers of expanding dsmand, IJMA had
kept the 54- hour wesk aﬁd the agreemént ghout non-é:pansion of
cspacity, except under special permission. In 1928, the mills
secured large profit mergins because of the limitation of production,
but then serious questions Qere raised albout the wisdoin of the
policy when it wes found that oontinentzl mills wers expanding their
cepacity, snd that new mills wers coming up. As 8 result £he |
omrittee of IJMA decided in 1928 to sllow mills to ,work 60 hours
instead of 54, The restriction on working hours which had been
prevalent since April, 1921 ( 54 hour week ) wes given up on lst
July, 1929 ( 60 hours week ). But the change in policy was ill=-
timed ag the World-wide depx'ession very soon led to & sharp decline
in the demsnd for both raw jute and juts manufactureé. The agreément
to work 60 hours lasted from lAst July, 1929 to 30th June, 1930,
only, The rete of profit in the industry declined as a result of
decline in demand. Betw2en 1930 - 31 and 1933-34 there wes, in fact,

8 decline in the number of mills, in spindleage and loomege,

In 1928, IJMA had to sllow two mills, Waverlay and Craig,
set up during the war and mensged by Begg, Dunlop snd Company, to

extend their éapacity by 250 looms before they would sgree to join

the associsetion.
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wWith the ofiget of the depression, the problems of resching

vwo rking sgreements between new mills snd old mills became even more
gcute. The new mills hed mostly bean setUp during the ers of very
high prices for cepitel goods, 8nd 4did not have the huge regarves
which the older mills could fall back on. I JMA went beck to working
for 54 hours per waek gfter 30th June, 1930, in anA affort to stop the
fall of prices; from lst October, 1930 to 28th Februsry, 1931, the
associeted millg further agreed to work 64 hours but to closge down
for one week per month, snd from 2nd Marfh, 1931 they sgreed to

work only 40 hours 8 week snd keap 15% of thelr loomg éeal_ed.

It was natural that the new mills should find it unprofit-
sble to sbide by the sgreement, &nd.in 1931 two ndlls broke swey
from IJMA, because the lstter would not grent them specisl permission
to work longer hours. The existance of the Agsocistion itself wss
threstened, it hed less influence on totel output then before, &nd
thé restriction scheme geemed to hurt only»the member mills, the jute
industiy probsbly reached iﬁs worst stste in 1832, even though stocks

of jute mesnufsctures on hand were reduced,lUltimetely in May, 1932,
after th2 intervention of the Goveaermor of Bangsl, sn sgreement wes
;:eAached between th= member mills snd the mills outside IJMA. The
Assochtion mills sgreed to stick to the pravious srrangement of work-
ing 40 hours & waeek with 15% of the looms setled. Th= other provisions

of the sgreement were :-

8) thet outside mills would work 54 hours & week with their full

complement of mechinery,
b) thet the Agearpars Mill would be permitted to incresse the
number of its looms by 64,

c) that no other mill should increase its capacity during the

currency of the agreement,
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a) that the Premchsnd Jute end the Sree Henumen Jute M lls (both
under Indisn mensgement ), which would continue to . be the
members of the Associstion, would be given the privilege of
working with their full complement of machinery for 54 hours
8 week during the currency of the egreement snd that IJMA
would be st liberty to consider & similsr cleim from other
mills of the sssociation provided thst the privilege ‘did not
sffect more ‘than 4% of the totsal number of looms in mills

within the Association, including the Premchand snd the Sree

Henumgn Jute Mi llg.

These agreements seem to have bettersd the position of the
Indien Jute menufecturers &8s & whole, end from 19033 onwards there
wes 8n improvemen._t in the profits of the indﬁstry, with 8 bresk in .
1937 - and 1938, The sgreement is remarksble in two réspects; it
shows how side psyments csn be profitebly offered by members of 8
coeliation tO observe certein rules of the game., The sgreement elso
ghows the usefuiness of the government ss sn srbiter in bringing gbout
rmonopolistic arrengements, The success of the working time sgreements
of I JMA was to 8 lerge messure made possible by 8 low value of the

short term elasticity of demend for jute,

The depression beginning in 1929, hi_t the jute econony
of Bengsal when it was riding 8 high tide, The class to sguffer most
severely wes that of the cultivetors of jute, The index number of the
price of raw jute fell from 100 in 1928 snd 95 in 1929 to 63 in 1930
and to 49 in 1931, It oontinued to decline still further till it
reached the level of 3y in 1934. The scresge under jute which also
had reeched very high figures durlng the years 1926 - 27 to 1930 - 31
declined suddenly to & very low level in 1931 - 32 snd 1932 - 33 egnd
mede only & gredusl recovery in lster years. The situstion of the

pesssnt wes sO serlous that the Govt. of Bengsl aprointed Committeestp

e



that of the relstion between tha jute future market or * fmtks
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engui re into the jute problem in 1933 and sgsin in 1938. Both comm-
ittees paid specisl attention to the plight of the cultivator and
considered how the g.rowers of jute could bes better orgsnised and how

cultivetion of jute could be regulsted. However, they 81s0 psgsad

ugder review the condition of the jute mills,

The jute mills were able from lsthm, 1934, %o

relesse 24% of the 15%.0f looms setled esrlier: ther= 4id not seem

to be‘ any immediste sdverse effects on prices, eand profits of jute

mills appesred to improve in 1934 and 1935; thére wos 8 fall in
prices of manufactures in 1936-37 end the agneementb betwééh members
of the sgsocistion and outside mills slout working hours broke down.
Bmgress_ively lercer numbers of loomg were relessed ﬁnti 1, after
31gt Msrch, 1936; all loomsg were raleased from restriction. The
nurber of hours worked 8lso went up. As 8 result _prices fell, and

in spdte of tétal foreign demand responding well, profits of the
mills were s8ffected; they declined in 1936 snd further in 1937. To
check 2 further 1mbalance between supply &nd demend, the Govemment
of Bengsl promulgeted en ordinance in September, 1938, by which the
working hours of £ll jute mills were restricted to 45 hours per week.
Under the threat of legislstion by the Government of Bengel, all the
mi lls resched 2n sgreement under the aegiAs of IJMA; under this
Agreement, with the exception of the gsmeller units, 8ll mills were
in effect restricted to & 45 hour week at s meximun. From the end

of 1938, war demsnd begen to exerckse 8 strong influence on mill
production; but by the end of the 193C's, 1t was obvious thst under
normal conditions the cepacity of the world jute industry wes in
excess of the world demend for jute menufactures, since avaery attempt
st complste relsxstion of controls on totel production in the Indisn
industry had led to unwanted sccumulation of stocks.v ( this happen<d-

even in 1939, & faw months before the out break of the war ).

The gsecond problem which the deprassion aggraveted wes
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'futka bazar * esnd the jute mill industry. The question of inmosing
legsl restrictions on futures treding was reised by IJMA whenever
raw jute prices seemed'too high in relstion to the prices of manu-
factured goods,' but the problem did not seem to require any seﬁous 1
sction until the yearé of the dsprassion. An informal mee8ing of tha
jute interésts was held in 1932 under the auspicious of the Bangsl
ambar of Commerce, to oconsider the question of the futures market.
The interests attending the mesting wer= more or lass divided between
those on_the Indianbside and those on the side of the Eunopeans.'On
. behalf of the Indisn traders N,R, Sarkar, Prasideant of the Bengsl
National C.hamlﬁer of mmerce, urged the necessity for a futures
market in jute to iﬁon out discrebBHCies between seasonal supply and
yeer - long deménd, D;P. Khaitan ocomplsined that standards were
tampared with by the mills so that rejectidns' wera the highest
standard of jute being sold. On the Turopesn side, Mr., Luke, on
bahalf af the Calcutts Jute Deslars' Association, ssid that befora
. the birth of the °' futka' market, it wss nesarly alwa}s possible to
buy jute in the ' mofussil' 2nd to sell it in Calcutta 8t 8 price
vhich more thah coverad the costs but since the ' futks ' market
hed grown up on such 8 large scagle it had become 1mpossible to buy
in the * mofussil' st a price near the pesrity of the Calcutta price.
This partichlar complaint seemed to be viandicsted by the éirst réport
on the marketing of jute publighed by ihe Indian Central Jute
ommittee. It was found that Calcutta merchents, when sending price
informetion to their mofussil agents; 2lso included. the futures
price, e8nd this in turn influenced the prices pald by the * kutcha'
bslers. It was further stated; " Zuropean baslers, on the other hand,
cerry on business for the most pert in sccordanca with the movements
of genuine supply and éemand, snd Bre s<ldom entirely guided by

' futke ' which they & not regserd as s true barometer of trade

conditions. It is not clear what ' genuin2 supply &nd demend '’
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mesns 1h thi.s context, but presumably it means 8n estimste of the
annual demand for snd 'supply of jute manufsctures; this latter esti-
mate could probably be ' formed with greater certeinty by deslars in
close contact with the membars of IJMA then by dealers who operatéd

f reelance.

The thiﬁ problem, which hed csused somé_ public
discussion ioefore the depréssion,v but became almost the single’.most
controversial economic problem in Beagsl throughout the thirties,
was the'A relation between the mills and the growérs of the jute. Wheress
the mi lls were orgasnized v;lnto 3 highly effective cart'el, the pe'asant;,s
operated under condttiéns of stomistic - though far from perfect --
competition 'i‘here was soine' unofficial pmbaganaa wvhenever it was felt
that the growers were not'getting their due share of thé returns of
the industry, But sfter the dlssstrous £all in jute-prices in 1930,
vigo rous propegsnde was carried on to get the cultivators to restrict
tfar\ﬁeu;e ”jute»a:eas drasticselly, This prorsgsnde seems to' have hsd very
little affect; the sres under jute fell by nesrly 50% between 163¢-31,
1931-32, but went up by 25% in 1933-34, end meinteined the ssme level
~in 1934-35, in spite of the fact that the price of raw jute continued
to decline in 1932, 1933 &and 1934. The Bengsal \iute Engui ry C‘ommittee
of 1934 failed to arriv'e at av consensus sbout the proper metﬁods of
stebilizing the incomes of the consumer. The Governrent of Bengsl
compromi sed by instituiing from 1935 onwards a8 scheme for voluntery
're\striction;- cqltivators wers told to cultivate given frections of the
aress shown by them in previous yesrs. But inspite of some appsrent .
success, it wss onious during the crisis of the yesrs fzpm 1936 to
1038 thsat any favc;urable effects must be sttributed to factors such‘ '
6s 8 decline in prices in th= previous Year, or unfsvourable weatﬁer
conditions. Phe second Bangsal Jute Enqui ry Committee, reporting in

1939, recommended cmpulsory rastriction, and the Government of Bengal’
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instﬁituted & system of licensing of jute acreege under the Reguls-

tion of Jute Ares Act, 1940,

——

looking back-over this experiment, it seems cleer thet
the government could not possibly succeed in vhat they were trying
to do, first by propegends, snd then by some degree of compulsion,
that ig, to stsbilize the incomes of the cultivators. In ~'t.:he first
_ pllace,. the stsff of the Dapsrtment of Agriculture wss quite
inedequsate for the work of instrfiction 2ad persué-sioh that might be
necessary. The Gover_nmént of Beng2l was not prepsred, before th=
dlected provincisl government cama in 193‘7, to incur the smsll
incress2 in cost which meintsining &@#n adequate organisation for
compulsory crop restriction would involve. In the sec;ond plece, eny
rationsal pessent could see that it would pay him to violate the
govemment 's instructions 8nd increase the area under jute cultivated
by him, if in fact jute prices went up becasuse other pessénts |

restricted their crop according to govemmentezl instruction.

In the third plece, even in normal yesrs, the cultivator
had to pay the middlemzn & lsrge commission in on=2 form or snother,
‘ané &n increese in prices in the Calcutts mérket was reflected in the
prices obtained by the peesent ody in an sttenusted form, The oconmi-
”sgion peid in th‘e first instence to the miclldleman was pzdbably.
‘exaggerated; figures-of 5C% of the fingl price peid to the nidedleman
ware often quoted, &nd it wés a8lso believed that th= ghares of tl;ne
middlemen in the revenue wss higher in the case of jute thazn in the

case .of other egricultural products., The first Marketing Enquiry of
‘ the Indisn Central Jute Committee, however, found on the baggs of
,sevj.ieral case studies thst the prices paid to growers of jutz in

‘ Abctober, 1937 were between 76.4% end 82% of the Calcutts lsnded
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price. By contrast, the prpducers"of wheat 8nd linseed received
between 58.6 end 83,2%, and between.67,7. end 91.2% of the consumers'
price r.:;épectively. However, the hendling cherges of the middleman
were often fixed in money terms, snd the costsoftransportation by
rail snd stesmer wére relstively inflexible du:ing' the yesrs of ihe

depression, 8nd hence the percentage paid by the grower wes higher

itn the years of low prices.,

Mors serious‘lthan this was tha fact that for various
reesons , the grower of jute hed little holding power. Rast Béngal
had relatively poor rail communicastions, &nd the jut=2 growers had to
try to transport the jute to the big markets befors the s’c;reams dried
up efter the reins, 8lso the storsge facilities available to the
grower wefe negligible; the rigk of fire in the case of jute was grest,
and so was the loss o'bf value becausa of loss of colour owing to bad
storage.. But en overriding factor was the. need of the cultivator, who
generally had 8 very small plot or owned no land at 3ll, for cash. In
tha first’mafketing enquiry of the Indian Tentrsl Jute Committee it
was found that " in the marketing sesson 1937-38 growers in Ssst
1g:g-:w‘!;-lmq’disposed of two thirds of their jute during the_months of Jixly,
to October. In spite. of the fact that rivar communications, which in
this ares form tha most converunnt mesns of transport, are adequata
duriﬁg these months, it was found that gﬁéof jute had been disposad
of by the middle of September ". ( Indian 'Cmtral Jute Committee :
Repori o-n _the.niarketing and transport of jute 'in India, First Report,

P. 65 ).

Tha cultivator was generally hesavily indebted, and the

dagree of indebtedness hed probably incressad during the yesrs of the

agricultural depression, sincz the money lendar was:ofjtét"x also thea
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local trader, his pOwer‘ovser the cultivetor was considerabla. The
ravenue demands 9% the sﬁéte or the landlérd 8lco coincided in time
~ with the harvesting of jute, vhich was the main cash crop. 211l thes=
factors combined to con‘pel the cultivator to s2ll his jut:e Crop 8s

soon @s the harvest came in , or even befors the harvest if he had

borrowed mongy onthe security Of the crop.

The fact that the cultivator probsbly lost mo re by selling
his crop st th2 harvest time than by selling it through the middle-
Wan ig bome out by s comparison of the average harvest pricas with
“the sverage prices of loose jute in Calcuttse, published by IJMA,

The ( un-wegighted ) 8versge harvest prices of jut= in Bengal were s8s
given in column (i) and the ( unwéi-ghted ) aversge prices of loose

jute inCalcutts wera 8s in colum (2) balow:-

(1) (2)

period Rs.___B. R, ___ &.
1911-12 to 1l920-21 7 6 ] 12
1921-22 to 193C-31 9 7 12 6
1931-32 to 1940-41 5 1l 6 12.

It czn essily be seen that the prices of loose jute
j..n' Calcutta were higher than the harvest prices\ of jute in Bengsl by
32%, 31%, and 33%, for the periods from 1911 - 1912 to 192C- 21, from
1921- 22 to 1930 - 31 end from 1931 - 3'2 to 1940 - 41 raspectively.
The cultivator oo 1d nost -of his jute at the time of the harvest' when
the price was often the lowest of the yéar, and he could not generslly
take advankege of incresses in prices occurring l'ateriin the yesr.
Allowing for the crudeness of the dste 8nd for the fsct that the
qualities of jute 8re not specified, it seems thatt:g: spread betwaen

the harvest prices &snd the weighted annusl averﬁge of jut2 pricas in

Calcutta was on an aversge grester than th2 spr2sd betwe2n prices in
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the ' mofussil ' and in Cslcutta at the time of the harvest, 8s was
found by th= first merketing enquiry of the Indisn Central Jute

Comritt ee,

Thus it sppears thst 8 large part of the controversy sbout

_the stabi.ltzat'.ion. of jute prices'w-as not rea‘l\ly ahout the retum to |
the culﬁivator bﬁt about ghe division of the 'gaiﬁs from arbitrage in
jute between th2 mill-owner end tha treder; in @ period of falling
priceé ach gsuspected the other of getting 8 bd.gger slice of the
profit margin then before. This has s bearing on an analysis -of !
inveetment in eestern Indiez since a8 large part ofA the new invastment
was directly or indire‘c_tly' finsnced by profits in the jute trade,
Practicslly all of {:he_new millg 4set up by Indisns were mot only

promoted but slso lergely finsnced by people who were actively involved
in the jute trede,

The Bengsal Jute Inquir} bemmlttee.( 1038 - 40 ), mede an
examination of the bmblems srising out of the besic structure of the
industry. The industzy had the sdventesge of Bengal's monopoly of the
_ cultivat;on of juf.e, it wss highly concentrated around Calcutts snd
it hsad 8 s_tron'c;;, close-¥nit Association. The mills had uged thalr'
opportunities wisely to bulld up en slmost impregnsble finsncisl
position, snd were eble to give high retums in most circumstsnces.
Coriéeq'uently, they were content with the estsblished types of products |
and made no efforts in the direction of disersificetion of pmd@ction
or of widening their base of asctivity. Sxcept for &#lwo or three yeers
at the end‘ of the twenties &nd of the thirties th2 consumption of raw
juee by Indién Juté mi1lls was lower than the averege of the wsr y=8ars,
1914- 1918 and the jut=2 mills elways met the resulting bmblen: by
short time, shmxhkel HWorking sggeements. At the seme time, the high

retums ehsured by the jLite mills, their strong economic positions
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snd restrictive egreements proved immengely att ractive to outside

cepitalists, And in spite of 8ll efforts of the Association, new
entrants forced their way in and additions to capecity were continu-
‘ously made. The number of looms in jute mills increased by 70% per-
cent during the inter-war yesrs while production fluctua'ced widely
witki no marked upward trend, As the Bengal Jui:e Inquiry Committae
pointed out, thz short time agreements of Associstion mills produced
for them results in stabilization of prices of jute manufactures
which were immediately sstisfactory. However, thsy were highly
unsatisfactoiy. in the --long run becéuse, on the one hand, they
limited the possibilities of 2 permanent and continwus increase

in the demsnd for jute and jute products, snd slso msde the position
of the jute cultivstor even more »vuinerable, and the fluctusations
in the.prices of raw jute werzs gven larger than thsy 'would otherwise
hsvebeen. Moreover, becsus= of the gafa, rastrictive sttitude no
lasting solution for the problems of the industry could be found

and thare wascrezted a chronic load of overcapacity which mesnt @

pa2rmenently higher burden of cespital costs for th=z community,

The depression of the thirties finally rais=d serious
doubts sbout the flexibility snd the level of technical efficiency
of the mills on the Hooghly. The jute industry had relied for its
markets on the efforts of individual firms oversess; for racruiting

’ Apphenticed

men it had depended on its contacts with Dundee. Appzemtices ceme
out from the sres nesr Dundee 8nd sexved 2s th= technicel snd manage;
rial staff of the jute mills. sSo long 8s the mills were riding an
expending msrket, ‘no att=ation had been peid =ithar to markating
research or technical res=2srch in jute., But with the coming of the
depression it wes found that th=a mills haed been turning out too much
of the coarsa goods snd too
little of the finer varieties in which Dundee had snec.ialized Over

time thare hed taken place a change of production avay from sacking

to hessiesn and from guhny bags to cloth; but both these changes
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were ralative]_y slhﬁ?le ones, &nd had been promptad first by the

expansj_on of the North Americen market and secondly by the fact that
there were usuaslly stiffer import duties on guwny bags than on

hesgsian,

AThe deprassionfound the jute industry in a. criticsal situation,
A sub-Committee wss appointed in 1933 by IJMA to look at th=2 question
‘ of competition offerad by subétitutes. It was found that compatition
from paper bags, ' sisal-kraft', cotton bags apd bagging, grein
elev'ators,, and Afibres such 8s éissl and hemp r’x‘ad erodad the market
for jute to a considersble extent. It was 8lso said that " there is
no industry in the world which knows so little sbout its bHsiness aé
the jute industry;'. { s.G, Barkar, RepOrt on the sciantific and
technical development of tha jute manufactqring industry in Bengsal),
The Sub-committee RuFPyRREIR suggested the formstion of an sdvisory
comittee in London to look after the problemslbf jute marketing.
Along with this, in 1934, Dr. S.G, Barker, Dkxractor of Res'eérch,
Vool Indusgries Res=8rch Associétion,'v’as.s invited out to India to

prapere 8 raport on the manufaétuxing_aspects of the jute industry.

Dr. Begrker found thst the basic processe2s of jute
manufacture were mainly mecham.cal in naturs and had chenged very
litt l@ since th2 end of the ninete=nth century. Many of the machines
were very old ; but quite wellrmainta_ined and adequstz for their
simple purposes. The very simpliéi.i-y ;Df the processes and the fact
that the supervisors had lii:t l2e gciantific knowledge had led to s )
lack of initistive and technicel dev:lopment. The fact that the mills
ware complétely dependén.t upon machine mékers in the U.K., which
did not cster to the specific.ally' Indian’meeds, cont ributed to the
lack of devalopment of the chamicsl ’engineering side, Dr. Barker aléo
found among the techhical personnal of tha mills 8 complste lack of

., knowledge of the Chemical or other properties of th= Juep f¥bra
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itself., Finally, ther=z wes no sgency for supplying technicsl,
industri+1l, commerciai or sclentific intelligence to the industry.
The disteance from caitres of industry and res=arch in sdvancad
countries creatad 8 senee of 1soletion which 1ad to 8 complacent

sttitude anmong the technical personnel concemed with jute mills,

Dr. Barker;s raport 1s & very irlltere.-:ting pieca of
evidence, showing first that the dominance of the British msnagerisl
and technicel personnel waes not primerily dues to thz lavel oftheir
technicel knowledge, and secondly thset th2 basic conditions inhibit-
ing - eny mejor technicel bretk through independently of the sdvanced
ocountries spplied B.s much to ‘t':he forelign contrmolled sactor &s to the

sector controlled by Indisens.

while the jute m lls were looking belst'edly at ways of
improving tha metﬁoc_ls of menufecturing jute products snd é&f introduc-
ing new products ( Dundee hed slreedy specislized in the menufecture
of the finer types of juta goods ), the Government of Indis slso mede
8 move to improve _the on;z:anization of informetion 8nd resesroh in the
‘jute.indust'ry. 'I‘hevi oy sl Commigesion on Agricdlture in India had
already, in 1928, .wamed against regsrding th2 ronopolistic position
of Indie in the Jute tfade too'complacently, drewing 8 pointed
analogy with the é&se of indigo. It therefore considered ' it most
desirsble thet 8 Jute Committes which would witch over the interests

of 8ll brenches of the treds from the field to the factory should be

. formed's It suggastad thet sincz the export duty on raw and menufac-

- tured jute brought in 2 lzrge revenue ( Rs,45 million in 1926-27 )

for the Govt. of Indis, the expenditure on sdditionsl rasesrch and
on the promotion of tha interests of the trede generelly should be

met from centrsl funds.

The Governmant of Indis did not do anything until 1936,

when it snnounced the formastion of the Indisn CTentrel Juta Committee,
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representing 8ll int'erests. The functions of the committee would be

to ' undertska agriculturel, technological &nd economic resesrch,

the improvement of crop forecastig end statistics, the production,
testing &nd distribution of improved seed, enquiyries and refommenda-
tions relsting to bsnking &nd trensport fscilities snd tmsport routes
end the improvement of marketing in the interests of the jute industry
in India ". The Indien Central Jute Committee was actually constituted
in Jenuary, 1937. IJMA decid=d cn the estsblishment of & small:
resegrch lsboratory 2and an infﬁrﬂnation and staf.istical department

in Calcutts and tha sppointment of representstives abroed with effect
from 1637. Dr, Barker was appoihted Scientific Advisor to thaz Associa-
-tion, The cost of these propossls was not expected to be much more
thsn Rs,1,75,000. The resesrch depsrtment of the IJMi collsborsted
with Indian Centrsl Jute Committes but no remerksbls results were
obtained from such reaesrch beforz 1939,

-

s Jute industry after 1939.

During the Second World ¥Wur the demsnd for jute revived
and profits in this industry oversteipped the rat= of profit in ot‘her
Indiaﬁ industries. By 1942-43 the nmumber of mills rose to 113, loomag=

4to 67,774 and spindleage to 13,75 lakhs. In the middle of December
1039, the jute mills were exempted from ths Factorlies Act to ensble
them to work 60 hours 8 week. But this exemption wes not taken

adventage of by the mills exeept for short spells.

In the immedist= post wer period prosperity continued for
the first two yeér=. Then czme i.ndependence and' the partition affectir_:g
severaly the fortunes of the industry. As a regult of the psrtition
while th2 bulf of the raw jutve supply went to Faskistan, the jute mi. 11s
remeined in India. The difficulties in obtaining 8 steady supply o£

" rew materisls, the emergence of new competition from jute mills in
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Paki sten end elsewhere snd the dwindling demand‘fdr jute as a8
pecking -material -~ 6ll these created greve problems fo: the jute
ind’ustzy in the pest-independence period. The Koresn War ( 1950 ),

" brought about only a temporary spurt in demsnd and prices. |

The installed cspacity in the industry has remeined practi-
cslly unchanged at 1.2 million tons, The IJMA egreements have-stood
in the way of any incresse in loomagz above prawar level. Working

hours have fluctuated as well 8s the percentage of looms sgealed.

The search for substitute:s of jute products in pscking weas
accelerated during and sfter the Second World War by ‘the high prices
of jute menufsctures. While the index of use of -jutz in the U.S.A.
f2l1l from 160 in 1940 tb 83 in 1954, thé inde& for psper rose from
100 to 407. In-disa's relstive p0sit16n has 8lso suffera=d a decline,
In the years immedistely przceeding t}he Sécond vorld War Indis 1

produced sbout 60 percant of total world output of menufacturad jute,

in 1953-54, this shar:e fell to 55% percant.Broportion olf .exXports
fell from 89 to 86% percent . Certsin vérieties of jute products
catering to the U.3, market, formerly ragsrdad as India’'s .close
preserves cama to be supplied by continental snd Pakisten mills in the

post-independence period.

In los0, 'th.ére were 112 registered jute mills in the
count ry with a loomage of 72,161. Of thess mi 1l1ls, 101 wera located
in West Bengsl, The ‘tota-lvcapital investad in the industry exceeded
| Rs. 30 Crores.Over 3 lekh workers wers attached to this industry in

1950- S1.

In the post-independanca pe::ii:d, production of jut= goods

showed &n imprassive rise ;‘.rom neerly 1l0.56 lakh tonnas in 1948-49 769
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ié%s 1akh5“ ”'”' in 1980°- 81, although the number of mills

. dsclined from ‘113 in 1950 to 75°in 1980. Betwesn 1949-50 snd 1980-351

the p'roduct_{b‘ﬁ‘;‘f‘of hessian and "sércking increaged by 38.4% end 41,9%,
raspactiv ely, é‘lthough th.ere wei“e wide‘fluctuations in the intézv‘e‘n—
ing yesrs, However, it neads to be mentioned tﬁat the industry is
jpreéently facing 2 crisis. The nétuze of th2 crisis and reasons behind

it sre snalysed in the following chazpter.
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