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Abstract

Colonialism fundamentally changed the traditional pattern of Asian migration
and opened new avenues for trade and investment for migrant merchant
communities and occupational opportunities as indentured labour for agrarian
classes. The Indian communities who migrated to Sri Lanka during British rule
played vital and diverse roles in the colony's economic transformation. When
Sri Lanka transformed from a colony to nation with independence in 1948
citizenship emerged as controversial and crucial issue. With transfer of power
to Sri Lankan leaders their economic agendas and the requirements of
citizenship of the new nation these migrant communities were confronted with
critical problem of either expulsion or integration. The principle problem
addressed in this research will be the impact of citizenship issue on the Indian
communities and their responses. The proposed study will examine the
complex dynamism with which these communities deployed their respective
economic bargaining power and the potential political strength to overcome
these problems and successfully integrate into the new nation while
safeguarding their economic and occupational interests. The research for this
study will use primary archival sources and data from ethnological and

biographical studies of different Indian communities, personal interviews and
field research.
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1. Introduction

Migration of peoples from one area to another is an innate phenomenon
in the history of Asia. In the diverse Asian migration patterns from pre-colonial
times, movements of trading communities provide a fascinating aspect to the
history of the region. They not only exerted a crucial impact on the economic life
by creating markets for many surplus products of host societies but also by
providing channels for capital circulation at regional level. Besides, they
functioned as agents of cultural diffusion and interaction within the region,
eventually contributing to the ethnic diversity of new nations.

This paper focuses on the period of European imperialist expansion from
the sixteenth century that created new conditions changing the pattern and
degree of migrations in Asia. The Europeans opened many economies for
colonial exploitation and created new avenues and opportunities for migrant
communities, particularly to those of Indian and Chinese origin. Various Indian
business communities in large numbers were attracted by favorable
environment created by colonial expansion and diversified their economic
operations and their trading networks. Deviating from their pre-colonial role
these communities assumed essential intermediary functions in various
economies created ‘by the European capital networks in Asia. At the same time
colonial economic ventures created an increasing demand for labour resulting in
Indian indentured labour migration to different parts of Asia from the mid
eighteenth century and continued up to the mid twentieth century with direct
involvement of colonial governments. Both these streams of migration played a
critical role in the transformation of economies in Asia and in different ways
became essential elements of each colonial economy. Apart from these two
streams a considerable number of Indians migrated all over the Asia in this
period as bureaucrats and professionals both in government and private sectors.
At the time these colonies gained independence and in the context of creating
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their nation-states these migrant populations became politically and
economically vulnerable. Various policies adopted by nationalists in different
host countries in Asia, e.g. Burma, Sri Lanka, Malaysia, Singapore, Indonesia,
Cambodia, Laos, Thailand, Vietnam and Philippines determined in different ways
the fate and future of these communities. This article will discuss the
development in Sri Lanka relating to Indian immigration and problems of
national integration with some references to parallel situations in Burma and
Malaya.

Sri Lanka with its own pattern of ethnic diversity confronted problems of
ethnic integration and citizenship in the process of transition from a colony to an
independent nation. Under the British rule specially in the first half of the 20"
century there was a rapid strengthening of ethnic consciousness and identity. In
the 1920s, Sinhalese identified themselves as the dominant historical majority
and the Ceylon Tamils and Muslims as minorities. Apart from this, number of
immigrant ethnic groups of both European and Asian origin were considered
‘alien' communities in the society. Indians formed the vast majority of these
~ immigrants both in number and diversity. ' The notion of differentiation between
the indigenous and the immigrant aliens assumed a new importance in the
context of competition for political power in confronting colonial dominance.

The economic thinking among the dominant Sinhalese leadership in their
agenda for an independent nation was clearly autarchic which invariably
envisaged control or eliminate of Indian influence in the economy as an urgent
need in transforming the Sri Lankan colonial economy to a national economy.
‘hey considered the virtual monopolies held by Indians in many trading areas as

Among the immigrants who were living in the Colombo Municipality in 1931, 74.91% were
Indians. L.J.B. Turner, Report on the Census of Ceylon, 1931, Vol.l, The Ceylon Government
- Press, Colombo, 1931, p.138.
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obstacles to the development of agriculture and industries in the country. In
every possible way they tried to undermine Indian businesses in order to reduce
theirinfluence in the economy.’

The influence of the Indian immigrant communities both in the sphere of
labour and commerce in the Sri Lankan economy was wide and deep. Specially
the operation of Indian trading communities had a long history of centuries in the
pre-colonial economy in Sri Lanka. Under colonialism immigrant indentured
labour and various business communities of Indian origin performed crucial
roles in the operation of the colonial economy of Sri Lanka. These groups played
economic roles that the indigenous people were either reluctant or incapable of
playing. Their functions were essential for the survival and expansion of the
colonial economy. Therefore, they were able to gain favoured treatment from
the colonial state and strengthen their relative positions in the host society. *

2. Plantations and Indian Labour

With the abolition of slavery, particularly in the British Empire and the
French and Dutch colonies in the middle of the 19" century there was a severe
shortage of labourers in plantation economies of these colonies. India and China
became the obvious alternative sources of labour in sugar, tea, coffee, rice and
rubber plantations in these colonies. During the period 1852 to 1937,
approximately 2 million Indians went to Malaya to work in rubber plantations
and approximately 2.5 million to Burma to grow rice. Emigration of contract
labourers under the indenture system or Kangani system was maintained with
the support of the colonial administration in these respective colonies. *

M. Gunarathne, Role of Indian Business Communities in the Sri Lankan Economy, 1833-1949,

Ph.D. thesis, Jawaharlal University, New Delhi, 2011, p.169.

i For more details see Gunarathne, chap.4.
Report of the High Level Committee on the Indian Diaspora, Chapter 20 South East Asia,
p.252.
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Pre-colonial economy of Sri Lanka gradually transformed in to a
plantation economy with the introduction of commercial agriculture with coffee,
tea and rubber by the British since the 1830s. Colonial state directly involved
itself in facilitating the plantation sector by creating the foundations for
European capital investment. At the same time the pre-colonial and mercantilist
restriction were gradually removed. The administrative and institutional
apparatus of the colonial state intervened by creating a land market, procuring
immigrant labour and by providing roads and railways.” Since indigenous
peasantry refused to provide the essential services and resident labour force as
these offered no economic incentives, immigrant Indiané became the main
source of labour for the plantations from the mid of the 19" century. Thus
~ indentured Indian labour became the essential element in the Sri Lankan
~ plantation economy.’

In the second half of the 19" century European planters became a strong
pressure group on the colonial state. They influenced the policies of colonial
states to ensure an uninterrupted supply of cheap indentured labour.” While

.

_.. PV.J. Jayasekera, 'Plantations and Underdevelopment of Indigenous Agriculture: The Impact
~ of the Policies of the Colonial State in Sri Lanka', Paper presented to the 34" International
- Congress Asian and North African Studies, 22-28 August 1993, pp.17,20-21; Gunarathne,
~ Pp.49-50.

° Indian labour immigration to plantations in large numbers began at the end of the 1830s.
About 3,000 immigrations arrived in 1839. About 50,000 annual arrivals were recorded in the
- period of 1840-1860. In the 1870s the peak yeas of coffee exports, it rose to about 100,000.
~ By the 1880s permanently settled immigrant workers in Sri Lanka amounted to about
- 200,000. Donald R. Snodgrass, Ceylon: An Export Economy in Transition, Richard & Irwin,
lllinois, 1966, pp.25,26; Satchi Ponnambalam, Dependent Capitalism in Crisis; The Sri
~ Lankan Economy 194801980, Lake House Investments Ltd., 1980, p.7.

Jayasekera, 'Plantations and Underdevelopment of Indigenous Agriculture’, pp.15-16;
“Gunarathne, p.49.
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positively involved in maintaining continuous supply of labour the colonial state
was committed to their welfare through various regulations.” Under Ordinance
No.11 of 1865 and Ordinance No. 9 and 10 of 1912 the state provided for free
medical facilities at the government hospitals and dispensaries and under
Ordinance No. 34 of 1935 it offered a free supply of rice for plantation labourers.’

In the late 1880s tea industry replaced coffee and became the major
commercial crop. In the first decades of the 20" century with the war time
demands rubber plantations increased rapidly absorbing a considerable number
of immigrant labour. Then the numbers of Indian immigrations swelled annually
with the rapidly increasing demand in the plantation sector. Out of 2,289,006
total immigrants in Sri Lanka 1,063, 258 were Indian estate workers for the ten
years period of 1921-1930. The total resident estate population of Indian
labourers was estimated to be about 740,000 at the end of the 1929."

Later these migrant labourers were attracted to various low-wage job
opportunities of urban centres like Colombo and other developing towns which
were the main supply and service centres of plantations. They were also
gradually absorbed in large numbers to Government departments such as public
works, railways, harbour works etc. and to local bodies and various private
commercial firms for essential services. Apart from these there were a large

number of immigrant Indian labourers employed as domestic servants. "

3.Indian Merchant Communities
The second important component of Indian migrants in the Asian

8

See, Michael Roberts, 'The Master-servant Laws of 1841 and the 1860's and Immigrant Labour
in Ceylon', The Ceylon Journal of Historical and Social Studies, 8.1,2, Jan.-Decem. 1965, pp.24-
37.

° Ceylon Blue Book, 1929, p.51;1938, p.S1.

" Turner, Report on the Census of Ceylon, 1931, Vol.l, p.5; Ceylon Blue Book, 1929, p.S1.

" Ceylon Blue Book, 1929, p.S2.
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colonial societies was the various business communities who were already very
active in their trading networks all over the Asia. As some of these communities
had a long term connection with the Sri Lankan economy from the pre-colonial
era, new opportunities under colonialism for trade and investment attracted
them in large numbers. The greater involvement of the Indians in the new
economic ventures was evident in their vigorous participation in different
aspects of the economy as well as in their greater numerical presence. However,
this plantation economy developed alongside with the pre-colonial agrarian
economy of Sri Lanka where Indian business activities continued to be dominant.
These Indian communities integrated the Sri Lankan economy into the circuits of
colonial European capital. This dual involvement made these Indian
communities the agents of economic integration between pre-colonial and
colonial modes of production. Besides, by successfully adjusting to the emerging
- colonial economy, transforming themselves from their pre-British economic
roles they came to play dynamic roles, both collaborative as well as competitive
- and asintermediaries between colonial investors and indigenous entrepreneurs.
In fact they came to perform essential intermediary roles in the colonial
“economy.”

In this process specially Chettiars and Muslims of Indian origin came to
~ play diverse roles. They supplied capital requirements of the rural economy
-':.stimulat‘ed and aggravated by new economic developments and opened the
rural areas to the expanding market through their small shops and boutiques and
- atthe same time carried back village produce to the outside market.”

12

See Gunarathne, p.39, chap.4.

S.E.N. Nicholas, Commercial Ceylon, Times of Ceylon, Colombo, 1933, p.137; H.A. de S.
Gunasekera, From Dependent Currency to Central Banking in Ceylon, an Analysis of
Monetary Experience 1825-1957, University of London, London, 1962, p.205; A.C.L. Ameer
Ali, 'Changing Conditions and Persisting Problems in the Peasant Sector under British Rule
in the Period 1833-1893', Ceylon Studies Seminar Paper, Series 1970/72, No.3a, University
of Peradeniya, Peradeniya, [ ], pp.26-27; Gunarathne, pp.53,90.

13
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The expansion of the plantation economy created new opportunities for

"

capital investment for these Indian communities and their role acquired a new
significance. They came to engage extensively in the export-import trading
activities and in small scale industrial ventures exploiting each and eve'ry
profitable avenue. They became the main suppliers of rice, cloth and other food
items which were basic consumer needs of the expanding Indian labour
population in the plantations. They were able to maintain a virtual monopoly in
these areas using their vast trading networks all over Asia and effectively
marginalize even European competitors.

Banking and money lending became a significant aspect of the role of
Indian merchant communities, particularly of Chettiars and Muslims. In Asian
colonial economies Chettiars played a significant role as moneylenders and
bankers for the various levels of the indigenous society. They made a unique and
central contribution to the growth of the plantation economy in Ceylon, the
emergence of the Burmese rice market, and the development of Malaya's rubber
andtinindustries.

Although a number of European banks established their branches in
these areas European investments did not reach the lower and subordinated
levels of these economies. The activities of European exchange banks were
strictly limited to providing capital requirements of European enterprises
engaged in these areas. This banking system therefore, did not play a direct role
in integrating indigenous economic enterprises and in financing of the internal
market of local products. Indigenous societies were therefore, confronted on the
one hand with the serious problem of capital scarcity and faced with the

14

Gunarathne, p.108.
David West Rudner, Caste and Capitalism in Colonial India, The Nattukottai Chettiars,
University of California Press, Berkeley, Los Angeles, Oxford, 1994, p.54.

15
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difficulty of obtaining institutional credit in order to benefit from the expanding

colonial economies. On the other hand the monetization under colonialism

subjected them to highly exploitative usury practices of Indian moneylenders.

Chettiars, in particular readily ventured to profit from these requirements of

indigenous societies. Accordingly, in Asian colonial economies Chettiars played a
- contradictory dual role, progressive as creditors for indigenous entrepreneurs
and exploitative as usurious moneylenders to the indigenous sectors of the
-~ society.

b Chettira commercial activities in Burma followed a similar pattern to that

.

in Sri Lanka. Their operations commenced in Burma from the very beginning of
British rule.' Following the annexation of Upper Burma in 1885, numerous
astructure projects started by the British colonial government and expansion
of rice cultivation in the Irrawaddy delta region caused an unprecedented
nomic boom in Burma."” Rice was the main crop grown and was exported to
ope where there was high demand for it. The British even created a large

Nakarattars arrived in Burma with the British conquest of Arakan and part of Tenasserim in
6. The rest of Lower Burma fell in 1852. Upper Burma was not taken until 1886. But by then the
arattar-financed development of Lower Burma was already well underway. Nakarattars
‘to move into Burma in greater numbers following the conquest of Lower Burma. The first
or agency houses are reported in Moulmein by 1852 and in Rangoon in 1854. But it was not
he opening of the Suez Canal in 1869 that Nakarattars were really attracted to Burma in a
way. The canal dramatically reduced the transit time of trade with Europe and, in one fell
, opened up the European market for Burmese rice. Rudner, p.80. Operations for other
25 communities see Satyanarayana Adapa, “Subglobalization” and Regional Integration:
g-Asian Migration, Trade and Commerce, 19-20" Centuries, Paper presented to the ENIUGH
ess, 14-1 7 April 2011, London School of Economics, London, p.6.

..colonial authorities enacted the Lower Burma Land and Revenue Act of 1876, which
shed important changes in Burma's land tenure laws. The intended purpose of the act was to
settlers with a clear title of ownership to land that they occupied and on which they paid
for a period of twelve years. An additional, unintended consequence of the act was that it
settlers with land to morigage as security for loans to buy seed and fertilizer, and to meet
nses. Rudner, p.80.
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market for Burmese rice in some of their colonies like Sri Lanka, Mauritius and
India. After the opening of the Suez Canal in 1869, the demand for Burmese rice
grew and vast tracts of land were brought under cultivation. From 1855 to 1930
the area of the Irrawaddy delta used for rice cultivation increased ten times to
roughly four million hectares. Irrawaddy Delta therefore, became extremely
attractive to many Chettira firms.

The increased demand for rice in Europe created good market for
Burmese rice. This followed the distruption of rice supply to Europe from the two
existing major sources, India and America. In this favourable environment many
Burmese agriculturists were attracted from the northern heartland to the delta
to engage in the production of rice. As the British banks did provide them credit
the Burmese farmers were forced to borrow capital from Chettiar moneylenders
at high interest rates in order to acquire land at competitive prices and to prepare
them for paddy cultivation, to employ wage labour. As the demand for Chettiar
credit increased rapidly the bulk of Chettiar investments went directly for loans
to Burmese agriculturalists.” The Chettiars lent money on mortgages with land
as collateral but foreclosed them quickly when prices of land and rice increased.
Therefore, Burmese farmers often lost their lands as a result of foreclosure on
default of loans and evicted from their lands.”

The Malayan economy integrated into the world economy under the
British in the 19" century in the same way as Burma. By the late nineteenth
century Chettiars financed most of the opium trade in Singapore and Penang and

**  Reports for 1929 indicate that in Lower Burma (where Nakarattars invested the bulk of their

money) about Rs. 110-120 million was advanced in short-term loans to agriculturalists.
Rudner, p.82.

Manjori Mehrotra and N. Basistha, 'Collective Memories of Repatriates from Burma: A Case
Study of West Bengal', Refugee Watch, 37, June 2011, p.96; Samart Butkaew, '‘Burmese
Indians, The Forgotten Lives', Burmese Issues, 16.2, Feb. 2005, p.2.; Adapa, p.2.
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provided credit to Chinese traders playing a monopolized intermediary role
between British exchange banks and the Chinese traders. In the growth of the
colonial economy of Malaya from the beginning of the 20" century Chettiars
became the principal source of credit for the local Chinese and Malay owners of
tin mines and rubber cultivators as well as for the peasantry and European
planters. Malaya's tin industry developed simultaneously with her rubber
~ industry. Chettiars also entered the tin mining industry, both through foreclosure
- ondefaulted loans or through direct purchase. ™

As in the case of Burma and Malaya Chettiars functioned as bankers and
moneylenders at various levels of the plantation economy of Sri Lanka.
Particularly they became the capital source for the newly emerging indigenous
entrepreneurial class that ventured into new avenues of entrepreneurship by
taking part in economic activities associated with the new colonial economic
- structure but they severely suffered from lack of capital. As the European
merchant banks refused to lend capital directly to indigenous Chettiras readily
stepped in as the principal money lenders to this class and also played an
:lntermediary role between the merchant banks and the Sri Lankan borrowers.
Beside, the Chettiras along with the Muslims became the principal
oneylenders to both the rural peasantry and the urban and plantation workers.
All these three groups labourers, peasants as well as indigenous entrepreneurs
experienced both Chettiars and Muslims usurious exploitation as their interest
rates were very high. As moneylenders they invariably got involved in mortgages
‘and foreclosures of all types of property of the indigenous population.”

Rudner, pp.85,86,87.
= Formore details see Gunarathne, chap.4.1.
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