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PREFACE

The poverty of the Indian peasant has become almost .pro-
-verbinl.. Various schemes of rural reconstruction with a view to
belping the farmer out of his present miserable condition are in
the air, Some attempts have already been made partly by the
“State and; partly by private organisations in this direction. But
compared with the magnitude of the problem the success achieved
by such efforts is bound to be meagre in view of the limit
resources at their disposal. The situation has become so desperal
that almost heroic remedies will be necessary to achieve substantial
results. The attack will have to be on all fronts, because any
attempt at piecemeal improvement here and there is not likely to
succeed. -

Systematic studies into the condition of the rural population
have been made in different parts of the country, and these have
thrown considerable light on the actual state of affairs. .Among
the various circumstances which conspire to reduce the income of
the agriculturists is the system of marketing now prevalent in the
country. This is such that even if the agriculturist succeeds in
rgising a larger and a better crop, he may not realise the full
reward of his efforts, so long as the marketing system remains
what it is. The Royal Commission en Agriculture recommended
therefore, that 8 marketing survey be made as a preliminary to
measures of improvement in this connection. The Agricultural
Marketing Department which has recently come into existence
as & branch of the Imperial Council of Agricultural Research has
made some progress with the marketing survey of different pro-
ducts in the country. Their report on Wheat has been recently
issued and those interested will look forward with interest to the
result of their work in connection with other commodities.
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Whereas the resources of an organised department with large
sums at its disposal for the purpose of such an investigatipbn
are obviously greater, the work of such a department is, by its
very nature, somewhat restricted to certain types and forms, which
does not leave full discretion to the Marketmg Officer concerred.
Aun independent mvestxgator into the conditions of marketing
will, on the other hand, have to face difficulties involved in sisgle-
handed work, but nevertheless would be able to get into greater
personal contact with the parties concerned, and would bq’ able
to use great initiative in the handling of his subject. While the
marketing survey which is now being conducted by the Govern.
ment of India will be of considerable use to students of Economics,
it is well known that the economic point of view is not fully re-
presented in the personnel and the machinery of the present orga-
nisation. In future, it will be left more to the students of Econo-
mics to continue this work of studying the marketing methods of
the country with a view to timely changes and improvements.
From this point of view a greater contact between the Economics
Departments of the different Universities and the Marketing De-
partment of the Gbyernment'of India, which was contemplated by
the Royal Commission on Agriculture, but which -does not exist
in practice, would bave beed dé&sirable.

" The present book is an attempt to make a systematic study of
the marketing of raw cotton in the country from the farm to the
Exchange. Cotton is the most important commerical crop in the
country, and has a highly developed ‘organised market’. The
ihtricaci_es of ‘an organised market’ need to be fully understood,
because its methods are being extended to other articles of trade
also. This book is the first systematic attempt of its kind, and
shows what private effort can achieve in this sphere provided
the co-operation of the trade is obtained. The structure and
arganisation of the internal trade of the country on the one hand,
and the working of the Cotton Exchange on the other, have a
vital bearing on the price which the consumers pay and the
agriculturists receive. Mr. Dantwala has examined these prob-
lems with a critical insight into them, and has suggested
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market, which is the apex of the modern marketing system.
And it is here that the problem of marketing is the most
complicated. Speculation is ‘often thought of as belonging
to the domain of the vulgar, and the elite in society avoid
speaking about it in public. But the speculative market,
or to be more correct the futures market, if properly regu-
lated, has certain very important economic functions to
perform in the present economic system. But the matter of
graver concern is that if the whole mechanism is faulty,
there is no other agency that will do greater harm, both to
_the producer and the consumer. It is, therefore, imperative
to investigate the position of the futures market for which-
ever commodity it exists.

It can be said without fear of contradiction, that there is
no agricultural commodity in India, for which the specu-
lative market is as highly developed, as in the case of cotton.
Its comparative importance in the world market is second
to no other crop grown in India.

It is our intention in this work to examine the movement
of raw cotton from the farm to the exchange. By its very
nature the study is divisible into two parts. In the first part,
we shall examine the marketing of cotton from the time it
leaves the farm and reaches the exchange, or to be exact the
cotton exchange at Bombay. We describe the various stages
in cotton marketing, consider their economic significance,
try to ascertain how efficiently and economically various
Enarketing services are performed to-day, and finally sugges!
improvements wherever possible. ‘The study will thus be
both descriptive and critical. B ’

The scope of investigation in this field is admirably 1laic
down b'y the Royal Commission on Agriculture. While
f:oncludmg the chapter on marketing, they point out the
1mportance. of the collection and study of exact informatior
on the subject, and then proceed to lay down an exhaustiv¢
Schedule. fo.r the research work that could well be undertaker
by provincial departments—necessarily, therefore too ambi
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tious for an individual. The present study, however, seeks
to fulfil the requirements laid down by the Royal Commis-
sion. The various aspects which the Commxssnon suggested
for investigation are as under :—

1. A survey of production, ‘internal consumption and
the export trade.

2. Extent to which production is localised and, in some
instances, to which it is seasonal.

- 3. The relation between the producing and the consuming
centres and the state of communication.

4. Conditions of demand and a general appreciation of
what is demanded in terms of both quality and quantity.

5. A critical examination of the marketing machinery,
the efficiency of the markets, their physical conditions, their
administration and the facilities they offer.

6. The relation of the cultivator to his primary market
including the influence of debt upon his freedom of choice
as to when and where he will dispose of his produce.

7. Comparison of price between market and market.

8. Amount of storage available as well as the considera-
tion of the most suitable place to store.

9. The various type of middlemen and the services
rendered by each.

10. The position of the co-operative movement and the.
extent to which savings in distribution costs can be secured
by co-operative sale.

11. Movement of prices over a period of years and the
extent to which seasonal fluctuations appear and to which
prices differ between one locality and another.

12. Analysis of the whole price structure and as far as
possible, the measurement of the margin attributable to the
various functionaries concerned.

13. The existing system of marketing intelligence and the

methods by which the utilization of such intelligence can
best be extended.
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Almost all the above aspects have been examined by us
in this work as far as possible. ;

The Indian Central Cotton Committee has done some
valuable work in this direction, by investigating the
marketing and financing of cultivators’ cotton in differf:nt
cotton growing areas. It has, however, examined only a few
problems connected with the subject and even in that it has
not been able to achieve the desirable degree of accuracy
and completeness. The Committee itself ‘has admitted this
in the preface to its general report.

But the one most important aspect of marketing, to which
no reference is made by the Royal Commission or any
subsequent enquiry into agricultural or trade economics, the
one which forms the subject matter of the second part of
this work is that of the futures market. In the second part,
we have examined the working of the cotton exchange in
Bombay which §s by far the chief centre of futures trade in
cotton in India. But before doing so we have devoted a
chapter to the theoretical study of the evolution of the cotton. -
market, its structure and its economic value. After giving
a short history of the growth of the cotton trade in Bombay
we have proceeded to describe and comment upon the work-
ing of the cotton exchange in Bombay, as managed by the
East India Cotton Association. In the last chapter we have
examined some aspects of prices on the organised commodity
markets with special reference to the Bombay cotton market.
The point of great interest in this respect is the determina-
tion of the ‘spread® between prices in the Central and
upcountry markets. ,

Hitherto no attempt has been made to systematically study
the growth of the futures trade in Bombay, much less of
t!le organi§ation_that conducts and controls it. Public atten-
tion on this subject was to a certain extent attracted by the
two cotton contracts Bills—of 1930 and 1931—introduced in
:.Zes for:yhbaz;y Legislative Council. But. we may be permitted

y a perusal of the debates in the Council brings
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home with greater force, the need for some scientific discus-
sion on the subject. That the organisation of the exchange
has a vital bearing on the price that the agriculturist receives
is 4 fact brought out by every book on the subject of com-
modity markets. .-

Few of us know that the conduct of speculatwe trade
affects those problems with which we, as consumers, are
faced ; as an illustration it may be pointed out that a faulty
technique of the futures market or even its absence may
considerably increase the cost of our clothing. It is the
facility provided by a futures market for hedging the risks
of fluctuations in. price, that makes possible the marketing
of cotton at the present low margins.

Many of the important questions connected with the
cotton trade of Bombay have been subjects of acute contro-
versies. The discussions which appear in the press on these
subjects are more or less coloured by party interests. It is
one thing to write or speak on the subject as an interested
party, and another to treat it from the point of view of a
student. The people who are to-day engaged in the business
have not the leisure—and in a large number of cases perhaps
also the equipment—to study the problem critically. Perhaps
the laisses-faire is working in .their favour, and silence,
therefore, is golden. If any conscious planning is to come,
it can come only from a dispassionate study of the whole sub-
ject. Very often in such commercial pursuits the interests of
the producers, traders and consumers are in conflict, but the
primary producers are mostly ignorant and the consumers
indifferent as to the issues at stake, and the whole show is
run by the traders alone. At present things are allowed
to take their own course; the Government in India is still
adhering to the lazssez-fazre policy, because it suits the
economics of the Empire. Whenever the question of regulat-
ing the trade in cotton comes before the Bombay Legislative
Council, the Government members declare with an air of
righteousness that the Government has no intention of
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interfering in matters of trade.! Thanks to its unpopularity,
any such declaration of policy is acclaimed by the nationals
of this country. In any other country, such a declaration
would exasperate public opinion. _

This work is an attempt to collect first-hand data on this
important problem, and to discuss the same in the light of
theory and practice in other countries with due reference to
local conditions. Such studies in other leading commodities
would go far to help the creation of a public opinion towards

a suitable legislation or other action in the interests of the
country.

1 I may state here Mr. President, that it is the policy of Government
to interfere in trade as little as possible and they were most anxious to
repeal the Cotton Control Act which was a War Measure as scon as possible.’’

Bombay Legislative Council Debates,
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schemes of im provement in the light of the experience of other
countrics, ’

This work was done by Mr. Dantwala as a research student in
this school during the years, 1980-88. During bis investigations
he had the opportunity of being in contact with the trade at
different stages of its operations. The work has been considerably
revised and in parts rewritten in the light of further information
before publication,

C. N. Vakil

School of Economics -
and Sociology,

University of Bombay

Slst August 1937,



ACKNOWLEDGEMENT

The author acknowledges his indebtedness to the
‘University of Bombay for the substantial financial help
‘it ‘has granted towards the cost of the publication of
this work.

M. L. DANTWALA
-248h August, 1937.



CONTENTS

Page
EDIrToR’s PREFACE. v
INTRODUCYION xvI

Chapter 1
INDIA'S PLACE IN THE COTTON WORLD. L

India’s cotton crop. Production, area under cotton
compared with other crops, cotton production and its
value, varieties in Indian cotton, production by prov-
inces. Trade in cotton, early trade, }the Industrial Be-
volution and the Indian trade. Export of cotton, our
best purchasers. Imports of cotton, countries from which
we import. Consumption of three main varieties of
cotton by nine principal countries, Japan’s cotton con-
sumption. Consumption of Indian cotton by Indian
Mills, Manufacture of cotton goods. India’s Hand-
loom Industry, supplies nearly 25¢/, of the home
market for cloth.

Chapter 11
MARKETING—FROM FARM TO EXCHANGE, 10

Marketing is a part of agricultural economics, mean-
ing of market and marketing, growth of marketing,
importance of marketing to the farmer. A descriptive
sketch of marketing in general—picking, ginning and
pressing, the ginning rates, suggestions for preventing
high rates. The middleman in the cotton trade; his
economic services, the question of his elimination, the
drawbacks of the existing system. Village sales vs.
Market sales, the preference for village sales, the rea-
.son of the preference.



CONTENTS
Chapter 111

DEFECTS AND MALPRACTICES IN MARKETING.

Absence of information regarding the ruling prices.
Will official posting of Bombay prices be of any help
to the farmers? Secret biddings of prices, its true signi-
ficance, Adulteration and watering, the harm done,
effect of adulteration on prices, the motive behind the
practice, legislation for its prevention, the Cotton Trans-
port Act, 1928, how far is this legislation effective?
The pretext for watering cotton, it defeats its own
purpose, the extent of the evil, the history of legisla-
tion for its prevention, the Cotton Frauds Act, Cotton
Ginning and Pressing Factories Act, 1925, the licens-
ing of factories. Disputes or Vandhas, the nature of
the trouble, how it arises, the practice is not so un-
just as unscrupulous, dispute committees. Lack of stor-
age facilities—physical as well as financial, warehous-
ing.

Chapter IV

IMPROVEMENT BY CO-OPERATION AND REGULATION.

Co-operative marketing, the aim and advantages of
co-operative marketing, its importance to the Indian
farmers, structural organizations in the co-operative
system; Membership contract, the American system.
Grading.' its benefits to the farmer, the Oklahoma
market enquiry—a lesson., Pooling —advantages, makes
cotton more marketable, introduces equity, the pooling
period, feeding the market. A survey of co-operative
marketing in India:—

Gujarat, History of the movement, constitution of
societies, their working, pooling, co-operative ginning,
the sale organization, co.ordination by a societies’
union, general remarks. The Karnatak. History of the



CONTENTS ki
Page

movement, the working, grading but no pooling, the
conduct of sale, auctions, the financial aspect, seed
distribution, general remarks. Khandesh. History of the
movement, merely commission shops, their working,
difficulties in pooling. Cotton marketing in America, a
brief sketch of the process, the primary markets, bu}ers
and sellers, co-operative marketing, membership cam-~ °
paign, orderly marketing, pooling, financing. Revival
of War Finance Corporation, the Agricultural Credit
Act, the Federal Farm Board, its achievements and
omissions, its stabilization project, President Roosevelt
and the A. A. A. Regulation of the interior markets.
Need for regulation, Berar ‘Cotton and Grain Markets
Law 1897, the Bombay Cotton Markets Act, Notifica-
tion of 1981 by the Government of the Central Pro-
vinces, General criticism. |

Chapter V
FINANCE YOR PRODUCTION AND TRADE OF COTTON. ’ 107

Finance for the cotton cultivator, Difficulties in agri-
cultural finance. Financial position-of the cotton culti-
vator as ascertained from some typical cotton growing
villages in C. P., Berar and Gujarat. Percentage of
borrowers in cotton cultivators, borrowing per capita
and per acre,— from the investigation of the I. €. C. C.
Effect of indebtedness on marketing, whether ascer-
tainable from the time of sale of cotton. The sources of
finance for the cotton grower, the Money-lender, the
Middleman, the Co-operative Societies, their respective
quota ete. The money-lender vs. the co-operatives, the
ideal system,

Financing of the inland trade in cotton. Relation ;
between the methods of trade and the banking system-
Importance of inland trade in India.. Types of various". .



xii

CONTENTS

cotton merchants and their financial requirements. The
itinerant trader, the local upcountry merchant, the
Bombay Merchants and their agents. Different agencies
which supply finance for internal trade; their methods
of work:—The indigenous banker, the Imperial Bank
of India, its relation with the co-operatives. The
Joint Stock Banks. Disadvantages of cash finance com-
pared with credit finance; the Bill-Market, disappear-
ance of Mudati hundi and its effect on trade finance.
Warehousing as aid to finance, the question of their
location, their establishment by the railways.

Chapter VI

EVOLUTION OF THE COTTON TRADE TECHNIQUE.

Effect of mechanical inventions on cotton trade.
Trade methods before the inventions. Effect of dis-
crepancies between the transport service and the
communication service on trade. Their adjustment
by change in trade methods. The first steamer service
between America and England and the beginning of
sale of cotton *to arrive’® on the basis of samples. The
trans-Atlantic cable and the growth of the system of
selling on grade. The growth of the ¢Basis’® contract,
grades in cotton, Universal standards, the Basis grade—
the Middling. The growth of futures trading, the
commodities markets of today. The spots and the
fotures,—-their meaning and their use. Fundamentals
of the futures contract, short selling and its usefulness
in price making, selling on basis—why devised? Qua-
lities essential in a commodity for featuring on a
fotures market. Hedging—its meaning and utility to
the farmer, to the spinner, to the importer and the
exporter, and to the financier. The basis, its meaning,
the constants and thé variables of the basis, weather



CONTENTS, ik

Page:

and the basis, trade and the basis, effects of the
change in basie on different trade positions, The system
of tscall” trade, its technique and its function, the
buyers’ call and the sellers’ call. Relation between
speculation and the trade, growth of exchanges, a
logical development, the New York cotton Exchange.
Trade Associations and their contribution to market-
ing. Exchanges as a type of trade associations. Econo-
mie services of the exchange—provide a continvous
market, serve as a clearing house of information, ease
financing, level the prices. Internal organization of
an exchange, Committees for quotations, arbitration,
survey, etc. Maintaining a ¢‘Ring”™. The Clearing
House, its functions and utility. The difference system,
its effect on Cash—Futures relations, the various
difference systems,—the fixed difference system, the
periodical difference system, the commercial difference
system, the spinning value differences—limitations of
each.

Chapter VII

GROWTH OF THE COTTON MARKET IN INDIA. 174

Trade between 1875-1917, the Bi)mbsy Cotton Asso-
ciation and the Bombay Cotton Exchange, the nature
of trading in those days, The Cotton Contracts
Committee 1917. The Cotton Contracts Board, estab-
lished in 1918. The birth of the East India Cotton
Association. The Cotton Contracts Act, 1922. The
Wiles Committee. The Cotton Bill of 1932, Aims and
objects of the East India Cotton Association, its organi-~
2ation—the Board of Directors, Standing Committees
etc., the pbysical equipments in the spot market at
Sewri, the market structure—brokers and traders, the
Spot business. ' ' ’



xiv CONTENTS
Chapter VIII Fage
ORGANIZATION OF COTTON FUTUKES TRADE IN BoMmBAY. 197

The Futares Business, the trading proceduré, the
scring’’. Hedging, its history and its details, broadening
the contracts, a single hedge contract, the controversy
between the Bombay Mill-owners Association and the
East India Cotton Association, the delivery months,
continuity in hedging. The clearing house—its working,
periodiéal settlements and tenders. Arbitration and
appeals, Surveys. Glaring defects in the organization
and working of the Association. .The Teji-Mandi
Business, its technique, its effects. The Unauthorized
Cotton Trade in Bombay. The Mahajan Association,
its legal position. Illegal trade. The Kacha Khindi
business, Ank-Farak. Criticism of the existing organi-
zations. Should the futures business bé controlled or
not? Governmeént control Vs. control by trade. Control
of futures trading and control of Exchange organization.
The powers of the Board of Directors. Monopoly control
and unitary control. Need for co-ordination.

Chapter IX

©COTTON PRICES: THE THEORY AND ITS APPLICATION TO PRICES
IN THE BOMBAY MARKET. 236
Factors affecting the cash prices in ¢otton, analysis
of demand and supply. Relation between casti snd
futures prices, the parallel movement, factors whick
disturb the relation. Efféct of Hedge delivéry system
on futures prices, Price study of thé Bombay Cottoni
Market. The parity between Bombxy and New York
cotton' price. Factors governing the parity. Thé method
- of ‘determining parity. Relation' betweén the Centrsl
Market and the upcountry markets. Coniparisort be-
tween the Bombsy pricés and the prices it the Dhulid
Market for a whole season,



CONTENTS xv

Page
Chapter X
SUMMARY AND CONCLUSION. 252
The necessity of organised marketing. Regulation of
primary markets. Government legislation for improving
marketing. Control of the produce exchanges. Systema-
tic surveys for every commedity by the State.
APPENDIX. 261

INDEX. 266



INTRODUCTION |

When a country is said to be economically backward
what is meant to be conveyed is that it has not kept pac
with the -development in modern economic thought an
practice. India is often referred to as a backward countr,
in this sense and somewhat rightly. Many of our ecc
nomic organisations are much behind the times. Though i
other walks of life to be up-to-date may mean to be fashion
able, in the sphere of economic pursuit, it is the very sin
qua non of progress. If we, both as individuals and as :
nation, want to survive the struggle for existence that is s
frantically going on to-day, we must make haste to give uj
all antiquated methods of production and distribution.

Being primarily an agricultural country, agricultura
economics is the first ta attract our attention. We have beer
lamenting over the low yield per acre of our crops, and the
growing deterioration of the soil. Increased attention i
given both by the Government and the Universities to agri
cultural research.! Till recently, however, research in agri
culture was mainly confined to botanical improvements, fo!
example, towards a higher yield per acre, or keeping the
crops immune from the devastation of insects.{That agri
culture has another entirely different aspect, the business
aspect, is either not realised at all or realised very im.

N

! The Government of India took up in right earnest the gquestion o:
improvement of agricultoral marketing from 1935. They appointed Mr
A. M. Livingstone as the Agricultural Marketing Adviser, and a Centra
Staff of 18 Marketing Officers. By the end of the year, 92 full-time Market:
ing Officers were operating throughout India and Burma. In addition 82:
officars were nominated to deal with marketing questions in smaller Indiar
States and Minor Administrations. Seversl preliminary marketing survey
reports have been submitted by the Provinces and States, from which the
Central Marketing Staff will compile an All-lndia report on each important
commodity. This is expected to be followed by practical market develop
ment work. The first investigations cover main cereals, fruitand live-steck
products. The survey of the marketing of wheat is now published.
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perfectly) Although this aspect of agricultural. economics
has existed ever since the disappearance of the domestic
economy, it has been greatly accentuated after the remark-
able growth of commercial crops. Crops are now grown by
farmers not for their immediate consumption, but mainly
for selling them to others. As it is said, they produce for
8 market, Hence the factor that counts in the problem of
agriculture is not so much the quantity that is grown by the
farmer as the financial return for it. A layman will argue
that a farmer will get more if he grows more, but a student
of economics knows that that depends primarily upon the
elasticity of demand. In the case of cotton, statistics prove
that ‘other things being equal, the larger the supply the
less the value of that supply’. In 1924, the U. S. A. grew
13.628 million bales of cotton, the average price for the year
was 23.0 cents; the value of the cotton crop was therefore,
1,567 million dollars; in 1926 she grew 17.977 million bales
of cotton, the average price for the year was 12.4. So the
value of the crop was only 1,115 million dollars or less by
452 million dollars in spite of an increase in production of
more than 4 million bales. _
TWe will be concerneq in this book not so much with the
size of the crop, or its curtailment, but with the manner of
* disposal of whatever crop is grown by the farmers.[In the
case of agricultural produce the act of sale is not merely an
act of exchange, it is also an act of production in its most
technical sense)(Before the produce of the farm becomes
finally consumable, it has to undergo a variety of operations
during which both time and place utilities' are imparted to
it.. It is but a truism to say that these utilities should be
imparted at the minimum cost}} : )
Hence the problem of marketing what the farmer produces
is a two-fold problem, which may be described as an effort
to realise the maximum price at the minimum cost. Though
the lowering of cost will cause an increase of the return, it
must be remembered that there are other factors than the



INTRODUCTION

When -a country is said to be economically backward
what is meant to be conveyed is that it has not kept pace
with the -development in modern economic thought and
practice. India is often referred to as a backward country
in this sense and somewhat rightly. Many of our eco-
nomic organisations are much behind the times. Though in
other walks of life to be up-to-date may mean to be fashion-
able, in the sphere of economic pursuit, it is the very sine
qua non of progress. If we, both as individuals and as a
nation, want to survive the struggle for existence that is so
frantically going on to-day, we must make haste to give up
all antiquated methods of production and distribution.

Belng primarily an agricultural country, agricultural
economics is the first tq attract our attention. We have been
lamenting over the low yield per acre of our crops, and the
growing deterioration of the soil. Increased attention is
given both by the Government and the Universities to agri-

~ cultural research.! Till recently, however, research in agri-
culture was mainly confined to botanical improvements, for- -
example, towards a higher yield per acre, or keeping the
crops immune from the devastation of insects.{That agri-
culture has another entirely different aspect, the business
aspect, is either not realised at all or realised very im-

! The Government of India took up in right earnest the question of
improvement of agricultoral marketing from 1935. They appointed Mr
A. M. Livingstone as the Agricultural Marketing Adviser, and & Central
Staff of 18 Marketing Officers. By the end of the year, 92 full-time Market-
ing Officers were operating throughout India and Burma. In addition 923
officers were nominated to deal with marketing questions in smaller Indian
States and Minor Administrations. Several preliminary marketiog survey
reports have been submitted by the Provinces und States, from which the
Central Marketing Staff will compile an All-India report on each important
commodity. This is expected to be followed by practical market develop-
meat work. The first investigations cover main cereals, fruit and live-stock
products. The survey of the marketing of wheat is now published.
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perfectly) Although this aspect of agricultura,l_economxc.::
has existed ever since the disappearance of the domestic
economy, it has been greatly accentuated after the remark-
able growth of commercial crops. Crops are now grown by
farmers not for their immediate consumption, but mainly
for selling them to others. As it is said, ‘they produce for
a market, Hence the factor that counts in the problem of
agriculture is not so much the quantity that is grown by the
farmer as the financial return for it. A layman will argue
that a farmer will get more if he grows more, but a student
of economics knows that that depends primarily upon the
elasticity of demand. In the case of cotton, statistics prove
that ‘other things being equal, the larger the supply the
less the value of that supply’. In 1924, the U. S. A. grew
13.628 million bales of cotton, the average price for the year
was 23.0 cents; the value of the cotton crop was therefore,
1,567 million dollars; in 1926 she grew 17.977 million bales
of cotton, the average price for the year was 12.4. So the
value of the crop was only 1,115 million dollars or less by
452 million dollars in spite of an increase in production of
more than 4 million bales. _
TWe will be concerned in this book not so much with the
size of the crop, or its curtailment, but with the manner of
disposal of whatever crop is grown by the farmers.{In the
case of agricultural produce the act of sale is not merely an
act of exchange, it is also an act of production in its most
technical sense)(Before the produce of the farm becomes
finally consumable, it has to undergo a variety of operations
during which both time and place utilities are imparted to.
it. It is but a truism to say that these utilities should be
imparted at the minimum' costu : B
Hence the problem of marketing what the farmer produces
s a two-fold problem, which may be described as an effort
o realise the maximum price at the minimum cost. Though
he lowering of cost will cause an increase of the return, it
nust be remembered that there are other factors than the
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factor of cost that go to make the price. In fact, the problem
of maximum price is both more important and more difficult
than the problem of minimum cost, because the scope for
economy during the process of marketing is much less than
the loss due to either artificial or avoidable influences de-
pressing the prices. The adjustment of supply to demand
and the maintenance of an equal opportunity for those who
sell and for those who buy, are things that are difficult to
accomplish. '

The theory of Territorial Division of Labour, an off-shoot
of the Industrial Revolution, made for an increase in the
distance between the producing centres and the consuming
centres. And with the-increase in distance the complexity,
not only in the physical process of marketing but also in its
technique became greater.! The prices for the,commodities
that have a world market are determined independently of
the cost of production in any particular country, especially
when it does not supply the bulk of the demand. The price
that a farmer receives for the cotton is, broadly speaking,
determined by deducting the cost of distribution (market-
ing) from the price prevailing in any central market. The
" farmer is a residual claimant, and therefore it becomes all
the more imperative to investigate all the deductions that
are made from the price that is paid by the ultimate con-
sumer, and to reduce them to as small a sum as possible.
To put it in scientific phraseology, we must ascertain what
percentage of the consumer’s rupee is represented in the
price that a farmer gets.

The Royal Commission on Agriculture was, we “think,
the first to draw pomted attention to the importance of the
subject of marketing in the rural life of this country.
Reporting in 1928, the Commission observed that *‘no syste-

1 This poiat is explained in Chapter II.
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matic survey of conditions under which agricultura_l produce
is marketed in India has yet been made in any province’”."

The experts. who were especially invited to help the
Banking Enquiry Committee laid great stress on the
question of marketing. Mr. MacDougall submitted a special
Enclosure on ‘Marketing’ to the Central Committee. In the
very opening paragraph he states that ‘there -is one great
problem before India—to increase the prosperity of the
Ryot...... .There are only two ways—Co-operation (in its
broadest .aspect) and Marketing.?It appears that the various
Provincial Banking Enquiry Committees as well as the
Central Committee were alive to the importance of the
subject, for, each one of them has devoted a special chapter
to marketing in their report.

The world is getting alarmed at the growth ‘of its produc-
tive capacity. The cry in Western countries .is not how to
produce more, but how to dispose of the same. The Govern-
ment of the U. S. A. under President Roosevelt sought the
‘way out’ in systematic destruction and .curtailment of
crops. England and France, countries with Empires to fall
back on, found escapes at Ottawas and in Imperial prefer-
ences, while few other nations of the world are free from'
fetters such as steep tariffs, elaborate quotas, ‘‘blocked’”
currencies or exchange clearings. In India the need to
produce more, and produce it better is not yet over, but if
our industrial development is not to outrun our capacity to
dlsp9§e of what we produce, we need to pay much greater
attention to problems of marketing. Mr. MacDougall; the
expert on the Banking Enquiry Committee was right in his
warning that ‘if steps are not taken to organise export in such
a way as to meet the modern requirements of world trade,
then the greater the quantity of produce grown in this coun-
-try, the greater will be the internal congestion’.-And this is

1 Report of the Royal Commission on Agriculture, p;ge 885,

’ . . '
paslfx;;l‘o.suu XIV, Report of the Centra‘l Bn.nkmg ‘Efm_lulﬂ.ry Ggmm;t;oe.
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no mere imagination, for did we not witness the sorry spec-
tacle of Calcutta buying Australian wheat when one million
tons of wheat were rotting in the Punjab ?* Of what uyse is
the_production, if no means are available for its disposal?
““‘Several witnesses have stated before us that the reputa-
tion of India’s agricultural products is very low’’ write the
Central Banking Enquiry Committee.? But the scope
of enquiry both of the Agricultural Commission and
the Banking Committees did not permit them to make
a thorough investigation of the problem. The 'Royal
Commission themselves have made this clear. “‘It was clear
from the outset of our enquiry that it would not be possible
for us......to examine in detail the marketing and distribu-
tion of each important crop in every province...... v

The selection of cotton as a commeodity for investigation
was made for more than one reason. Cotton is one of the prin-
cipal crops of this country and forms the biggest item in our
_ foreign trade. The marketing of a commodity which has a
big foreign market must necessarily be very careful, efficient,
and above all organised, if not standardised. The foreign
purchaser must have a high regard for the system of our
business. Trade with him must be very smooth and easy.
The absence of these attributes gets discounted in -the
price, and the grower of the commodity has ultimately to
suffer. - '

Besides, it is only in the case of commercial crops like
cotton that all the modern aspects of marketing become
fully visible. Only a few commodities have a speculative

1 Report of the Central Banking Enquiry Committee, Evidence Volume.

! They quote a paragraph from the report—dated the 25th March, 1930—
of Dr. D, Clouston who was deputed by the Imperial Council of Agricultu-
rol Research to the British Industrial Fair. The learned gentleman says
that ‘the reputation of India’s agricultural products ip the world’s market
is low. The price paid by the consumers in Europe for them is based very
Jargely on that reputation, and this reacts unfavourably,upon the price
te:glved.by those cultivators who bave improved the quality of their
produce.’ o '

Report of the Central Banking Enquiry Committee, page 208,
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Questionnaire No. 1

(addressed to merchants and farmers).

Name
Profession
Address

I. Local Marketing Practice.

Where do you buy your cotton?

(1) From adjoining villages (2) In
local market.

Where do you sell your (a) Kapas,
and (b) Cotton? (1) Locally (2) in
bigger market.

Is your market regulated? If not,
do you want it to be so regulated?
Give reasons for your answer.
Where do the Kapas and Cotton
carts assemble?

Do you employ Dalal or Adatiya
for buying (1) Kapas (2) Cottonp
Do you employ Dalal or Adatiya
for selling (1) Kapas (z) Cotton?
What types of cotton arrive in your
market? Give approximate differ-

ence between best and worst types. -

What weights are used in your
Market for (1) Kapas (2) Cotton?
Give their relation with some
standard weight.

Who pays for the weighing of (1)
Kapas (z) Cotton?

(a) Kapas
(b) Cotton

(1) Kapas
(2) Cotton
(1) Kapas
(2) Cotton

(1) Kapas
(2) Cotton

(1) Kapas
(2) Cotton

IL Defects in the Marketing System.

Are there frequent disputes at the
time of weighing between purchaser
and cultivator? Does the cultivator
suffer any injustice from this?

To what extent cotton is watered in
your inarket?

Rs. As. P.
per
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15. Are different types of cotton freely
mixed? Does mixing of Kapas take
place? .

16. Are the rates of ginning and press-
ing excessive?

17. Are any storage facilities allowed to
the cultivator for unsold cotton by
the Ginners? If so, of what sort?

18. Is the number of middlemen or the cost
of their services excessive?

III. Cost of Marketing.

19. Which of the following services are Effect transaction
performed by (1) Dalal (2) Adatiya. Advance money
Weighing
Supervising ginning
- -pressing
Making payment
Dispatching
Anything else
20. How much is paid for (1) Dalali (2) 1. Dalali, Rs. As. P.
Adat? per 2. Adat

Items Ra. As. P. per

. Cartage

. Pressing

Pala mixing

. Zari arranging

. Cartage on bales

Adat

. Discount

. Insurance

. Rajlway Freight

. Transit Insurance
. Bombay Tax

. Bombay Cartage

. Mukadami

. Sample allowance
. Jatha charges

. Interest.

. ‘Any other

21. For which of the following items,
and how much, do you deduct from
Bombay Price to arrive at Local
Price? .

-
OV XV OUNHWH~
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IV. Financing of Cotton

Do you give advance to cultivator
(a) on crop (b) other-wise?

Do you give advance money to your
customers? If so, on what basis and
conditions?

Do you get money on your (a) Kapas
(b) Cotton dokra (c) Bales? If so,
from whom?

What financial help do you receive
from the following.

V. General.

Is the local price higher in view of
Bombay parity? If so, to what
extent? What is the cause of it?

Do you hedge your purchases and
sales? .
Do you trade in futures market for
purposes other than of hedging?

Give approximately the share in the

total business of the following.

(a) Kapas — From

(b} Cotton

(c) Bale

(1) Gin owners

(2) Local Shroff

(3) Imperial Bank

(4) Other Banks

(5) Bombay Adatiya
6r Mukadam

(1) Local Merchant

(2) Agent . of Indian
owned  Bombay
firms or Mills

(3) Foreign Compa-
‘nies © -
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Questionnaire No.

2.

(addressed to ginning and pressing factories).

Name
Place
Factory owned by

Are there frequent disputes between
the purchaser and cultivator, at the
time of weighing? Do you think the
farmer suffers injustice from this?

What weights are used for weighing
Kapas, Cotton and Seed?

Kaba‘s Cotton Seed

Are different types of cotton freely

mixed? Does mixing of kapas take
place?

To what extent cotton is watered at
your place?

Do you allow the cultivator to keep
his unsold cotton in your compound?

Do you keep a godown?
Do you also trade in Cotton?

‘Do you finance the cultivator or

your customers? If so, on what basis
and conditions?

How many (a) ginning (b) pressing
factories are there in your town?
Do you consider their number large
in view of the capacity of your
market?

Does your factory work at night?

(a) Ginning factories
(b) Pressing factories



14. Please fill in the following form.

YEAR

Was your factory
working? If so,

work done.

Rate of work Average expenses
pool  working rebate.  per bale of boja.

Total amount of
work done in
the town.

1927-28
1928-29
1929-30
1930-31

XIONAddY

<93
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Act:—
Berar Cotton and Grain Markets, 102.

*  Bombay Cotton Contracts (1921), 177, 180, 222, 229.
Bombay Cotton Contracts (1982), 183, 184,
Bombay Cotton Frauds, 46.
Bombay Cotton Markets, 108.
Cotton Ginning and Pressmg factorles, 49, 570.
Cotton Transport, 47.
Dekkan Agriculturists® Rehef 115.
Usurious Loans,115.

Ank-Farak, 226.

. Arbitration, 198.

Association: .
The East India Cotton, aims and objects 165; formation
178, 179; opposition of the Mahajan Association, 182-184;
working, 187; Constitution, 188, 189; directors, 190-192,
organization, 192-196.
The Shree Mahajan, 179, 223, 224,
The Bombay Millowners’, 52, 202, 203, 205.

Banks:—
Joint Stock, 129, 180,
‘Imperial of Indm, Co-operative Credit Societies, 118, 119,
180; financing cotton trade 131, 132; Clearing House, 210.

Banker, indigenous, 126-128.

Basis, 162-156.

Berar, 16, 22, 102,

Bill:
Cotton Control (1931), 181.
Bombay Cotton Contracts Act, Amending, 186.

Call, Buyers®, 157-159; Sellers®, 159.

Clearing House, 176, 218-218, 284-236.

Commission, Royal on Agriculture, 14, 29, 117, 118. ,

Committee: g
Bombay Bankmg Enquiry, 30, 81, 84, 127n. -
Bombay Cotton Contracts’ Acl:, (Wlles), 180, 181, 191, 211,
218, 224.
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Central Banking Enquiry, 108n, 122, 123, 124, 129n, 133n,
C. P. Banking Enquiry, 30, 109, 110.
Indian Central Cotton, 8, 14, 35, 86, 37, 43, 47, 48, 50,
57, 112, 118.
Indian Cotton (1919), 20n, 28, 24, 26, 29, 45, 47.
Co-operative Societies:
Credit, 117, 118.
Marketing, 77-90, 92-95.
Cotton:
Consumption, 7, 8.
Cost of cultivation, 109, 112.
Crop, 1-4.
Indaustry, 9.
Time of sale, 112.
Delivery months, 210, 211. .
Delivery Order, 218.
Difference, 169, 170-
average system of, 171.
commniercial, 170.
spinning, 172.
Disputes (vandhas), 58 et seq. )
Exchange, 161, 164, 166-173; New York Cotton, 1460, 162, 205;
New Cotton (Bombay), 197.
Farm Board (Federal), 97-99.
Financing:
Cotton cultivator, 107-109, 113; sources of, 114-119.
Cotton merchant, 122, 1%3. ’
Futures, 144-147.
Garside (Mr.), 239.
Ginning, 21-28, 39; Co-operative, 87.
Grades, 4, 142, 143; tenderable (Bombay), 199, 202, 207-208, 212.
Grading, 68 et seq.
Gujarat,. 17, 22, 50n, 60, 77-88, (17.
Hand-loom, 9.
Hedge contracts, 198 et seq.
Hedgmg, 147 et seq.
Hoffman (Mr. G.W.), 237, 238.
Hundi 127, 128, 129. .
Japan, 6, 7.
Khandesh (West), 16, 17, 22, 26n, 58n, 60, 88-90, 117.
Market, 10; feeding the, 76, 77; regulating the, 101-106.
Marketing, 10 et seq; in the U.S.A. 90, 91;
Co-operatxve, necessity of, 64, 65, in Gujarat, 77. 85; in
Khandesh, 88-90; in Karnatak, 83-88; in the U.S. A. 92-95
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Membership Contract, 66, 67.
Middleman, 28-36, 116, 117,
Mixing, 42 et seq.
Money-lender, 114, 115, 120-122.
Oklahoma, market enquiry, 69-78; 93.
Oomras, 200, 207. )
Options, see Teji Mandi.
Parity, 242-244, . -
Picking, 18 et seq.
Pooling, 74 et seq.
Prices: :
absence of information, 53, 56.
cotton,.286-240.
secret bidding, 56, 57.
upcountry, 244-250.
Settlement, 175, 177, 178.
Sewri, 194, 197
Speculation, 160, 161.
Spots, 148, 144; Bombay business in, 194, 195,
Tariff Boatd (Indian), special 1936; 8, 9.
Cotton Textile Industry Enquiry, 1927, 205n, 207n.
Teji-Mandi, options, 219-222.
Vandhas, see disputes.
Warehousing, 62, 184, 185.
Watering, 53 et seq.
Yield, of cotton per acre, 8, 110.



CHECKED
2003 68




[ ouTel el s §7 /205"

&Z)Wa)a/%/ 7';'5 v/
 Onypelip 2w
Colfen X Glaio

Received

Lent on on

/753

Name of borrower

S

‘SERVANTS OF INDIA SOCIETY'S LIERARY |
L . 'POONA 4. :

1. Books aiawn ftgm‘ the library 'rhay“ r-lotu be; '

- retained for longer than a forﬁnight.

P. Borio_weré will be held strictly responsible ”
for" any damage’ dong_ to bq_oks while they 7
are in their possession, - . T A

i, - - e I
Y L ., . N "
Sttt d s




