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CHAPTER I
Introductory
APPOINTMENT OF CoMMITTEE AND TERMS OF REFERENCE

The Textile Labour Inquiry Committee was appointed by the
Resolution of the Government of Bombay in the Political and Reforms
Department No, 1988/34 dated 13th October 1937, The following
is the text of the Resolution :—

. “The Governor of Bombay is pleased to appoint a Committee of
Inquiry to be known as the Textile Labour Inquiry Committee consisting
of the following members to investigate into the question of the adequacy

' of wages and kindred matters in connection with the textile industry

.in this Provinee :—

1. Jairamdas Doulatram, Esquire, Chairman,

2. Vaikunth L. Mehta, Esquire,

3. D. R. Gadgil, Esquire,

4. 8. A. Brelvi, Esquire.

* (2) The Committee will be advised on technical matters by the
following four Associate Members :— ‘ :

1. Sakarlal Balabhai, Esquire, M.L.A.,
2. 8. D. Saklatvala, Esquire, M.L.A.,
3. K. K. Desai, Esquire, M.L.A.,

4: R. A. Khedgikar, Esquire, M.L.A.

{3) Mr. 8. R, Deshpande, Assistant Commissioner of Labour, Labour
Office, Bombay, should act as Secretary to the Committee.

(4) The terms of referenice which the Committee should be asked
to consider are :—

1. To examine the wages paid to workers having regard to the
hours, efficiency andtconditions of work in the various centres of
the textile industry in the Province, to enquire, in this regard, into
the adequacy or inadequacy of the wages earned in relation to
8 living wage standard and, if they are found in any occupation,
centre or unit of the industry to be inadequate, to enquire into and
report upon the reasons therefor, and to make recommendations
regarding : - |

(@) the establishment of a8 minimum wage.

(b) the measures which the employers, the employees and the
Government should take to improve the wage level,
wo-mo Bk R 650—]
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(¢) the remuneration of workers engaged on night shift, and the
regulation of night shift work.

(d) standardisation of wages and musters, and
(€} the methods of automatic adjustment of wages in future,

2. To report whether in view of the present condition of the
industry an immediate increase in wages can be given in any occupa-
tion, centre or unit of the industry, pending the conclusion of the
Committee’s work and the preparation of its report and to make
recommendations in this behalf.

* 3. To report on any matters germane to the above.

(5) The Committee should be requested %o -submit its report to
Government as soon as possible.”

ProcEEDINGS OF THE COMMITTER

2. With a view to expediting the work of the Committee, especially
in regard to their interim recommendations, the Chairman issued
a communique from Lahore on 23rd October 1937 requesting all interested
in the problems before the Committee to send preliminary memoranda
to the Secretary before 7th November 1937. The Secretary subse-
quently.addressed an official letter on 27th October 1937 to 76 bodies
and persons requesting them to submit preliminary memoranda on
matters arising out of the Committee’s terms of reference so as to reach
bim on or before 7th November 1937, Of those addressed, 16 furnished
preliminary memoranda.

3. The first meeting of the Committee was held on 12th November
1937 when several matters of procedure were discussed. The terms of
reference required us to make certain investigations and recommenda-
tions relating to the textile industry in this Province. A doubt arese
regarding the interpretation of the word *textile * and it was considered
necessary to ascertain whether the word referred to cotton textiles alone
or whether 1t also included other textile fabrics such as silk, wool, ete.
A reference .was, therefore, made to Government on the subject.
Government replied that the words “ textile industry ” referred only
to the cotton textile industry. Copies of the correspondence with
Government on this subject will be found in Appendix C.

4. On 30th December 1937, Government addressed a letter to the
Chairman informing the Committee that Government intefided shortly
to enact legislation dealing with sickness and old age benefits,
Government’s letter on the subject will be found in Apendix D. .

8, 'The questionnaire relating to interim recommendations was
ready by 17th November 1937 and was issued the next day to 205 bodies
and persons with a request that replies to it might be furnished by
4th December 1937. A copy of the questionnaire will bo found in
Appendix A,
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6. The following table containsinformation regarding the number-
of bodigs abd persons addressed and the number of replies recelved to

the Committee’s questionnaire :—

Bombay., Ahmedabad. Other Centres,
Number | Replies | Number Repliea [ Nomber Repliea
addressed, | moeived. |sddressed, | received, |addressed. | received.
Millowners® Asso- i 1 1 1
ciations.
Textile Trade 8 ) 2 2 6 2
Uniona,
Cotton  Textild 66 59 8 57 4l 30
Mills.
Othors . 2 2
Total .| 11 69 81 80 47 32

7. From 18th November 1937 to 13th December 1937 wken public
sittings of the Committee commenced, several meetings were held to
frame the main questionnaire and to discuss various other matters.
JIn view of the confidential character of the information asked for from
the mills reparding profits made during the first six months of 1937,
it was decided that no reference should be made in the course of
the oral examination to the profits of individual mills during the first

half of 1937.

8. The public sittings of the Committee commenced on 13th December
1937. There were eight such sittings. Particulars regarding the dates
of the various sittings and the names of the witnesses who appeared
befare us will be found in Appendix B. Two witnesses, namely,
the Commissioner of Labour, Bombay, and the Labour Officer, Bombay,
were examined by the Committee in camera, The Committee dispersed
on 26th December 1937 and again met on 6th January 1938, Before
considering the evidence and other material, the Associate Members
were invited to give their advice on the various matters arising out of

the second term of reference.

INTERPRETATION OF TERMS oF REFERENCE

9. It was contended by the millowners that the second term of
reference was merely an enabling one and’ that it was not incumbent
upon the Committes to submit an interim report. We do not agree
with this view. The Resolution of Government appointing the Lommittes

suo-m Bk R 50—1a
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i8 clear on the point. Paragraph (4) of the Resolution states that
“the terms of reference which the Committee should Be asked t9
consider are :—

(1) To examine the wages paid to workers.... _.and to make
recommendations regarding the establishment of a minimum wage

{2) To report whether in view of the present condition of the
industry an immediate increase in wages can be given in any occups-
tion, centre or unit of the industry, pending the conclusion of the
Committee’s work and the preparation of its report and to make
recommendations in this behalf.”

The wording of the Resolution leaves no room for doubt that we have

been asked to make recommendations relating to both the terms of

reference. The submission of the report under the second term of

reference is.as obligatory as under the first. It does not, however,

follow that the Committee must necessarily recommend an increase in -
wages. What is left tothe discretion of the Committee is not the question

of making or not making an interim report but that of recommending

or not recommending an immediate increase in wages.

10. Certain further issues have been raised with regard to the
exact interpretation of this term of reference. Difference of opinion
has mainly centred round the phrase “ present condition”. The
Ahmedabad Textile Labour Association, for example, says in its
memorandum that by the term *‘ present > we may understand either
the last week or month or the whole period since the new trends became
evident. Though this simplifies the matter, it seriously underestimates
the diversity of the possible interpretations of . the term. In one
sense, the present is always with us; but the present, as a particular
point of time, is in the future & moment before we grasp it, and is already,
in the act of grasping, merged into the past. It must be remembered
that the present is a product of the past and that it projects into the
future. The determination for any purpose of a particular span of time
as the * present’ is thus bound to be somewhat arbitrary, based
on convenience and propriety. in relation to the purpose in view.
In our term of reference, the *“ present condition ™ is related to any
immediate increases in wages that can be given. The ‘‘ present ” for
our purpose, therefore, is a span of time over which decisions regarding
immediate increases in wages can fairly be based. This, in its turn,
will depend on the character of the increase. The more fleeting and
temporary the wage increase, the shorter is the period of time necessary
for its determination, On behalf of the millowners it has Leen urged
that, as most general increases in wages tend to be semi-permanent, no
increase in wages should be held to be justified unless given conditions
have lasted for a comparatively long period, say, two years. We consider
that even though the * present” may be defined in varying ways to
suit particular needs, its interpretation in this case could not possibly
be stretched to the extent desired by the millowners. As we understand
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it, the * present '’ for our purpose should be such a period of time as
would elearly reflect the ability of the industry to afford an increase in
wages. And, as industrial profits are often calculated or distributed
- over six-monthly periods, a period of six months may be taken as
a long enough “ present ” for us. This does not, of course, mean, that
we confine ourselves to a consideration of only the last six months.
It merely means tha$, in our opinion, a8 study of the conditions of the
last six months, in the lght of the history of a few previous years, and
in relation to such future trends as we can. justifiably forecast, is sufficient
to determine whether * in view of the present condition of the industry *
an, immediate increase in wages cam be given.

11. The other parts of the term of reference do not esll for any
detailed comment. We may only note that we have been asked to confine
our sattention to the * condition of the industry.” The word
* gondition ”’ which the Oxford Dictionary defines as “ mode of being,
state, position, nature * is broad enough to cover everything connected
with the industry. But only those aspects of industrial conditions are
relevant to our purpose which enable us to determine whether an
immediate increase in wages can be given. The presence of labour
unrest, for instance, may make it desirable or necessary that an increase
in wages should be immediately given ; but it could not be a factor in the
condition of industry determining its ability to give a wage increase.

12. The condition of the industry is to be studied in relation to
céntges or units, We take this to mean that, in places where there are
many units, the centre as a whole i8 to be studied, and that individual
units are to be considered in scattered and isolated areas. The condition
of the industry cannot be studied in relation to occupations, We, there-
fore, take the reference to occupations to mean that in case an immediate
increase can be given,(in view of the present condition of the industry),
such an increase may be related to the differing wage levels obtaining m
the varicus occupations.

ADEQUACY OF DaTa

13. The Chairman of the Bombay Millowners’ Association, Im &
statement made by him during the course of the oral evidence, ohserved
that interim recommendations in regard to wages could not be framed
in view of the limited data before the Committee. We are, however,
of opinion that the material placed before us is sufficient to enable us
to gauge the present condition of the industry. In response to the ques-
tionnaire relating to interim recommendations, ample material has been
furnished which has beea supplemented by the information elicited during
the course of the oral examunation. The oral examination itself led to
certain further inquiries, in reply to which we have subsequently received
very valuable additional information. The position in respect of wages
has also been ascertained by us from the point of view both of the
employers and the employed, and during the course of our examinstion
of the Commissioner of Labour and the Labour Officer, Bombay, we have
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been able to supplement the information available in the replies to the
questionnaire and in the publications of the Labour Office of the Govern-
ment of Bombay. Lastly, we have been able to obtain relevant statis-
tical and other information regarding prices of cloth and cotton, imports
and exports of yarn and piecegoods and other factors which have
a bearing on the condition of the industry. We cannot, therefore,
subscribe to the view that the data before us are Insufficient to enable
us to deal with the second term of reference. .
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CHAPTER II

Survey of the Indusiry
ExTENT AND DISTRIBUTION

14, Although the cotton textile industry in the Bombay Province
is mainly concentrated in three centres, namely, Bombay, Ahmedabad
and Sholapur, there are also cotton mills in other parts of the Province
in scattered and isolated areas. The mills in these areas may be divided
into three groups : (1) mills situsted in Gujarat other than those in.
Ahmedabad, (2) mills in Khandesh and (3) mills in the rest of the Province..
In the first group there were four centres of the industry containing nine
mills employing an average daily number of 6,997 persons in 1936.
In the second group there were four centres of the industry containing
five mills employing an average daily number of 8,435 persons and in
the third group there were five centres contsining seven mills employing
an average daily number of 5,541 persons.

15. We may here note briefly the progress of the industry in the
Province during the last ten or eleven years. The following table shows
the position of the industry since 1926 :—

TasLE I
Progress of Cotton Mills in the Province of Bombay since 1926*
(Year ending 31st August)
‘ ' Approximate quantity of
Average umed
Num- | Number of | Number of | number of cotton oons
Year. - [berof | epindles Joomsa persons

Miile. | installed. installed. employed Cwt Balea of

daily. 392 lhe.

1926-27 ..; 211 | ©58,93,375 1,22,788 2,57,458 654,49,535 15,567,010
1930-31 .| 218 | 62,900,233 138,153 2,50,357 54,70,906 15,863,116
1936-37 ..| 210 | 61,00,211 1,41,471 2,43,493 59,13,404 16,89,5644

16. It will be seen that in the Province as & whole, there were
210 cotton mills employing 2,43,493 persons during the year ending
31st August 1937. The number of mills in 1936-1937 was very nearly
the same as in 1926-27 although it had gone down as compared to the
year 1930-31. The numbexr of spindles as compared to 1926-27 has
increased slightly but the number of looms installed is appreciably greater
being 152 per cent. more than in 1926-27. The employment position
recorded & fall of -4 per cent. as compared to 1926-27. A considerable
increase, however, appears to be in the quantity of cotton consumed
by mills, which has gone up from 54,49,535 cwts. in 1926-27 to
59,13,404 cwts. in 1936-37.

17. We may now briefly examine the position of the industry in the
two important centres, namely, Bombay and Ahmedabad. In Bombay,
as the following table will show, the number of mills working has

* Table compiled from the fignres published by the Bombay Millowners® Asacciati
in their annual charts, it 7. -
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diminished considerably since 1926-27, having fallen from'83 in that
year to 69 in 1936-37, It may be stated that as compared to 1926-27
the number of spindles, the number of looms, the average number of
persons employed and the approximate quantity of cotton consumed
by mills declined by 167 per cent., 10-5 per cent., 29°1 per cent.
and 16'7 per cent. respectively :—

Tasrg II

L}
Progress of Cotton Mills in the City and Island of Bombay since 1926*
(Year ending 31st August)

Average Approximate quantity of
Num- | Number of | Number of | number of Pgott.on con%umed.y
Year. |berof | spindles Iooms persons :
: Mills. | installed. installed. employed
daily, Cwts, Bales of
392 lba,
1926-27 ., 83 34,866,826 74,645 1,54,398 34,80,750 9,94,500
1930-31 ..| 81 34,27,000 76,975 1,29,057 29,37,858 8,389,388
‘193837 ..| 69 28,89,509 66,753 i 1,09,479 28,985,644 8,28,184
18, While during the last ten years, there has been some decline

i the cotton mill industry of Bombay City, Ahmedabad presents
a different picture. In that centre, as the following table shows, the
number of mills increased from 66 in 1926-27 to 81 in 1936-37.
As compared to 1926-27 the number of spindles, the number of looms
and the average daily number of persons employed have risen by
409 per cent., 590 per cent.and 32'7 per cent. respectively. The
approximate quantity of cotton consumed has also increased from
10,51,960 cwts. to 17,22,511 cwts. or -by 637 per cent :—

TasLE IT1

Progress of Cotton Mills tn Ahmedabad since 1926*
(Year ending 31st August)

: Average Approximate quantity of
Num- | Number of | Number of | mamber of cotton consumed.
Year. |berof; spindles _looms persons
Mills. installed. installed. employed
daily. Crvte. Bales of
392 ibs.
1928-27 ..| 66 14,02,948 30,721 56,011 10,51,960 3,060,560
1930-31 ., 76 17,43,623 40,022 69,562 14,48,328 4,13,508
1936-37 ..| 8l 19,76,370 48,833 . 74,302 17,25?,51} 4,92,146

* Table compiled from the figures published by the Bombay Millowners’ Association
in their annual charts, :

L



9

Recext HisTorRY
v .

19. The Indian cotton mill industry during the last two decades
has naturally been subject to the general movements of growth and
recession which have affected economic activity all over the world.
It shared in the hectic post-war boom and in the consequent severe
depression ; it looked up a little during the period 1925 to 1929 and was
again affocted by the depression which followed. The history of the
industry has not conformed fully to the general pattern of cyclical
movements in the world. The post-war boom lasted a year or two longer
in tfe cotton industry in India and the years following the
depression were partially relieved by the intensification of the
Swadeshi sentiment. The grant of protection also modified the general
influences. All through, however, certain peculiar trends have persisted.
There has been & rapid expansion of the Indian industry, especially
in woven goods, & steadily rising share taken by it of the total home
market, the dispersion of its location throughout the countryy with
Bombay continuously losing ground and Ahmedabad fully maintaining
its position.

20. At the end of the War, Bombay City dominated the Indian
cotton textile industry and Ahmedabad held the second place, far
ahead of any other centre. In the post-war period, however, while
the Bombay industry experienced no expansion after the boom of
1920-22, Ahmedabad continued to expand pari passu with the growth
. of the industry in other Indian centres. The Indian Tariff Board
(Cotton Textile Industry Enquiry), 1927, found the Bombay industry
in a severely depressed condition as.a result of many factors, chief among
which were the loss of the export yarn market, the increasing competition
from Japan, the spread of the industry in other Indian centres and the
aftermath of boom conditions. The second enquiry conducted by the
Tariff Board in 1932 revealed almost all these conditions unchanged in
any essential, except that industrial unrest had added to'the difficulties
of the Bombay industry. The following table shows the position of
the industry, m Bombay and Ahmedabad, re]atlver to its position
in the whole of India :—



TasLe IV

Number of mills during the year Produotion of yarn, Production of Woven goods of all
. ending 31st August. {(Miliions of Pounds.) descriptions. ‘
: . {Millions of Pounds,}
1919 1927 1932 1637 1018-19 | 1026-27 | 1931-32 | 1936-37 | 1018-19 | 1926-27 | 1931-32 |1936-37
Bombay . 85 83 81 89 3086 - 346 322 277 177 266 264 251 -
Ahmedsbad o8 86 7 | sl 73 106 162 163 71 108 149 | 170
Rest of India .. 122 187 180 220 236 366 492 614 102 160 259 381
Total ..| 268 336 339 a70* 616 807 060 1,054 350 539 872 782
Percentage of—
Bombay to aliIndia.| 829 | 24-7 | 239 | 186 49°7 42'8 333 26:3 | - 50'6 402 39-3 | 821
Ahmedabad to all| 19-8 19-8 23-0 21°9 11'0 13:1 16+ 8 158 20'3 195 22-2 217
Rem! India tosl] 47-3 567 631 696 384 441 50-9 532 29-1 a1-3 1 468° 2
B . ’ .

*Excluding Burma.

01
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21, Protection has been an important factor influencing the fortunes
- of the industry in recent years. Prior to 1927, the only relief granted
to the cotton textile industry by Government in response to its many
and incessant appeals for help, had been the abolition of the excise duty.
During that year, however, the first measure of protection was granted
in the shape of & duty on the imports of yarn. Since March 1931,
there has been a substantial rise in the duties on the imports of cotton
piecegoods. These duties were, in the first instance, levied at 25 and
31 per cent., for revenue purposes. .In 1932, as a result of an inquiry
by the Tariff Board into the dumping of Japanese goods, the duties
on goods of non-British origin were raised to 50 per cent. The
non-British manufactures were subject for & short period to as high
& duty as 75 per cent., but, on the ratification of the Indo-Japanese
Agreement in 1934, these duties were brought down again to 50 per cent,
In 1936, as a result of the recommendations of & Special Tariff Board
Enquiry, Government reduced the duties on British piecegoods from
25 per cent. to 20 per cent,

22. TIn order to understand the “ present condition ” of the industry
in its proper perspective, we proceed to review the position during recent
years in some detail. In the period after 1929 the textile industry all
over the world suffered from bad times* and the experience of the
Indian industry, except for an interval, was in the main the same. It is
generally agreed that the world depression set in during the year

. 1928-29, The first signs that the depression was lifting were observable
in somé countries during the middle of 1932. But though the
onset of the depression was universal and almost contemporaneous,
the recovery has been halting, partial and localised. ‘While conditions
in some countries were already beginning to improve in 1932, others
experienced the worat times in 1933. The period from 1932 to 1936
was thus’a period of @ varying character. During this period though
in almost all countries outside the gold bloc, the depression seemed to be
lifting, the degree of the improvement as well as the extent to which
it affected different fields of economic activity varied considerably.
It was only towards theend of 1936 that improvement became
8o general and pronounced as to warrant the statement that the period
of depression was definitely over. The League of Nations Survey of
‘World Production and Prices (1936-37) summarises the position at the
end of 1936 in the following words:—* World productive sctivity
continued its upswing during 1936. Total primary production reached
ond passed the level of 1929, the previous peak. Stocks of raw
materials and foodstufs continued to decline ; the industrial production
of the world exceeded considerably the peak level of 1929. The rise
in commodity prices continued at an accelerated pacet. All these
indices of recovery became specially marked during the latter half of

* ““ It may, therefore, be concluded that in most countries the most important cause
- of unemployment in the textile industry, as in industry in general, during the last
ten years has been ths eyclical factor.”” International Labour Office, The World Textile

Induatry, Vol. I, page 287. . i

1 Page 7.
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the year 1936. The World Economic Survey (1936-37), published by the
League of Nations notes that * the major element in rising price-levels
seems to have been the rather sudden spurt in the prices of raw materials
and certain foodstuffs in the last quarter of 1936 and the first quarter
of 1937 "*.  And though this spurt, part of which was due to speculative
operations, was checked in April 1937 “ not all the gains were lost when
prices fell sharply ” in that month. The same World Survey in dealing
with the position as it stood in July 1937 remarks: *“ The increased
demands for raw materials which have led to an expansion of international
trade and to greater prosperity in the agricultural and mining countries
constitute an important element of the present economic situation.”f
And although some hesitancy and a few signs of disequilibria or structural
weaknesses may lately have been noticed in some of the great
manufacturing countries, the forces making for increased industrial
activity still continue to work strongly.

23. A study of Indian economic activity during the last eighteen
months also leads us to very similar conclusions, Most indices of
economic activity have shown during this period & well marked upward
trend as can be seen from & study of general conditions presented mn the
first chapter of the Review of the Trade of India (1936-37). The indices
to which we would draw special attention are those of (i) industrial

_production (ii) industrial profits and (i) wholesale prices. While
the first two show more or less continuous progress from the low levels
prevailing in 1933, the wholesale price index shows no marked improve-
ment till the later months of 1936, In that period, however,
it begins definitely to rise and a rapid upward movement continues
through the early months of 1937. Another set of significant figures to
which attention may be drawn are those of internal trade. There has
been a slow but steady recovery since 1933-34 in the total volume of
internal trade and this recovery has been shared by the trade in cotton
piecegoods,

Indian Inland Trads

(Figures in thousand Mds.)

— 1933-34 1034-35 1935-38 1936-37

Total - . 628,484 667,967 678,967 736,839

Cotton Piocegoods. . . 8,441 9,898 10,132 10,521

24. The cotton textile industry of this Province is, of course, vitally
influenced by all the general factors, mentioned above and the pronounced
. recovery in this industry began also to be felt in the last half and more

* Page 85.
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particularly in the last quarter of 1936. This is confirmed by market
reports and the annual reports of certain cotton mills.¥ -

25. The factors that prominently mark the recent period are:
~ (i) decline in imports of piecegoods, (ii) recovery of the home market,
(ili) expansion of exports and (iv) increased efficiency of production.

26. The rising tide of imports of Japanese piecegoods has been
& dominant factor in the post-war history of the Indian cotton textile
industry. All demands made by the industry for protection have been
based mainly on the adverss effects of unchecked Japanese importations.
From 1921-22 imports of piecegoods from Japan showed a rapid and
continuous rise, reaching a peak point of 562 million yardsin 1929-30.
The depression, the protective duties and the Swadeshi sentiment all
tended to check the imports in the succeeding two years but in 1932-33,
helped especially by the depreciated yen, they again shot up and reached
the highest level they had yet attained, of 579 milllon yards. An
immediate increase in the duty on Japanese imports first put a curb on
them and the Indo-Jopanese Trade Agreement of 1934 confined them later
within definite limits. The recent revision of the Agreement has further
narrowed the limits and brought down the quota of the imports of cotton
piecegoods allotted to Japan. The basic allotment has been reduced
from 326 million yords to 283 million yards and the maximum allowed
in any “ piecegoods year ' from 400 million yards to 358 million yards.
Further, certain loopholes in the former agreement, notably the one
relating to fents, have now been closed. The imports of fents from
Japan, which had been only one million yards for all sorts in 1932-33,
rose to 37 million yards of all sorts (which included 23 million yards of
only cotton fents below four yards in length) in 1934-35. This very
substantial importation of fents will now be checked as the new agree-
ment limits the importation, in one year, of cotton fents not exceeding
four yards in length to 8 maximum of 895 million yards.

27. While Japanese imports had to be checked by State action the
imports of cotton piecegoods from Lancashire have suffered a natural
decliné. From the beginning of the depression, Lancashire imports have
dwindled rapidly each year. The reduction in the duties on the imports
of British cotton piecegoods effected as a result of the recommendations

* The Annual Market Review for the year 1936 issued by Messrs. Premohand Roy-
chand & Sons, Ltd., says =—

** Even the Bombay textile mills which suffered most during the depression appear
to have turned the corner, and are reported to be making satisfactory progress ™
(p. 19) and “cotton mill shares, almost neglocted up to the last quarter, found
encouragenient from reports that the off-take of local mill cloth had considerably
improved "' {p. 32).

The Reports of the Directors, for the year ended 315t December 1936, for an important
group of mills in Bombay City contain the following observations :—

** Intense competition made it difficalt to keep the machinery fully employed at
remunerative prices. Towards the end of the year, however, the Company was able
to effect some substantial forward sales snd your Mills have since been fully
ewployed at mich better margins,™
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of the special Tariff Board of 1935 has failed to rally them and ’chey have
not shared in the recent improvement in the Indian market. This
indicates that the imports from Lancashire are not likely in the near
fature to rise above the low level to which they declined during the
depression.

TaBLE V

Table* showing the Imports of Piecegoods excluding Fents into India
JSfrom United Kingdom, Japan and other Countries

(Quantity in millions of yards)

Year. K?:éfleo(in. Japan. a.'l]i‘(:s?énf:roi];. Mminprlg‘tii?;ﬁ .
1918-19 L ssl 238 1,097 1,451
1910-20 - 963 78 ' 1,064 1,640
1920-21 A 1278 Cae ] 1482 1,581
1921-22 . 947 20 1,080 e
1922-23 | 1,440 108 1,577 1,725
1923-24 o 1,308 123 1,467 1,702
102425 . 1,509 BT . 1,801 1,970
1925-26 S onems |0 217 1,540 1,954
1928-27 o L4857 244 1,767 2,259
1927-28 .| 1530 323 1,936 2,367
1028-29 o 1442 7 |- 1,800 1,808
1029-30 .| 1,238 562 1,882 2,419
1930-31 . 520 a2l 882 2,561
1031-32 .- 376 340 753 2,090
1932-33 . 586 579 1,193 3,170
1033-3¢4 . 415 . 341 761 2,945
1934-35 . 552 374 944 3,397
1935-36 . 440 496 947 3,671
1036-37 - 334 417 764 3,672

* Review of the Trade of India in 1936-37, p. 42.
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28. This table brings out clearly the gap in the Indian market created
by the decline in imports. And in view of what has been said above,
this incremwed share of the home market seems to have been permanently
sscured by the Indian industry.

29. The Indian industry depends almost entirely for its market
on the home consumer. The exports of cotton piecegoods from India
in 1935-36 amounted fo only about 2 per cent. and in 1936-37 to
3 per cent. of the total production of the industry. The bulk of the
Indian demand comes from the cultivating classes and the capacity of
the Indian market to absorb cloth, therefore, depends largely on the
purchasing power of the agriculturist, which, in its turn, is dependent
upon the production and prices of agricultural commodities. The
dependence of the demand for cloth on the results of the agricultural
season has ever been a characteristic of Indian economy, and, in the past,
it was the hand-loom weaver more than any other artisan that
suffered from the effects of a famine. This explains why the spurt in
the wholesale prices of agricultural products in the last quarter of 1936 .
was immediately reflected in the greater activity of cotton mills. Though
agricultural priees have not remained at the level they attained in the
first quarter of 1937, they continue at & level well above that reached in
the years of the depression. The increased activity in industry and
trade has stimulated the urban cloth markets. The effects of this are
to be specially observed in the demand for finer goods.

30. Bombay at one time used to have a very large market for yarn
in China and a considerable market for its piecegoods in Africa and
the countries of the Near East. The China yarn market was lost during
the War and a very large proportion of the piecegoods market during the
decade after 1918. The main reason for the loss. of the piecegoods
wmarkets was, of course, the incursion into them of competing Japanese
goods, .

Eaxports of Cotton Piecegoods from India

{Million Yards)

Post-war (5 years) average. ‘ 1931-82 [ 1933-34 19356-36 1936-37

245°8 . I 1048 I 564 -2 101-6

'31. The above table gives some idea of the extent of the loss of
exports after the war. The year 1933-34 recorded the lowest point of
these exports; but since then they have tended to recover a little and
the recovery during the year 1936-37 has been specially marked. Though
exports form a very small proportion of the total Indian production
their importance is not negligible so far as the mills in Bombay City
are concerned. The recovery of export markets has been, it should be
noted, mainly at the expense of Japan and is, only to & small extent, due
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to any preferential treatment. The increase in exports, especially to
the free markets, in 1936-37, may be taken as indicative of both
an increased efficiency of production in Bombay and a weakening of
the competitive position of Japan.

32. Increased efficiency in production is said to have characterised
most Indian industries during the last few years.* Buring periods of
depression producers are naturally driven to explore all channels of
effecting economies and improving methods of production ; and it is
the usual postulate of trade cycle theorists that the efficiency, of both
technical and business methods, in industry increases during the
downward curve of the cyele. This is apart from the gain in average
efficiency due to the weeding out of the more inefficient producers over
a long period of bad years. The influence of this factor is, however,
not easy to determine or evaluate. It has perbaps been of the greatest
- importance in Bombay of all the textile centres of this Province.
As the Indian Tariff Board (Cotton Textile Industry Enquiry), 1927,
pointed out'there was considerable scope as well as need for improvement
in efficiency in this centre and the Board made a number of specific
recommendations in this behalf. The depression in Bombay has
also continued for a long period and the pressure to attain greater efficiency
has, therefore, been continuously present. The improvement in the
quality of production and its diversification and the reduction in the
proportionof labour employed for a given amount of mechanical equipment
(so called “rationalisation™) have been most marked in Bombay.
Ahmedabad no doubt continues to go finer but in that centre this may
be taken as a normal tendency. The industry there has never been,
for any length of time during the post-war peried, under the necessity
of effecting special economies. The gain in efficiency has thus been
most probably of the degree normally to be expected in & centre dominated
by alert business men. It is possible, therefore, that as Bombay started
at a somewhat lower point of efficiency the difference between the two
centres in this regard bas to some extent narrowed down during theplast
decade. In Sholapur and in other centres it is not possible to discern
ay definite trend towards increased efficiency.

Soume Sercial FEATURES

33. We may now consider some notable features of the cotton mill
industry in the Bombay Province during the last decade. One of these
has been the movement towards the manufacture of finer goods. So long
as the mill industry was content with catering mainly for the demand
for course cloth it could not hope to capture the entire Indian market,
For that purpose it had to produce finer and more diversified goods.
The lead in this matter was taken by Abmedabad. In fact the Indian

* The progross of the Bombay wmills “is due partly to increased efficiency with lower
ocost of production and partly to precccupation of competitors with producing materials
for internal requirements ”. Annual Market Review, 1036 (Mesars, Premchand

Roychand & Sons}), p. 18,
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Tariff Board, 1927, held that Bombay had let go its opportunities
in thispwegard and that this explained partially the depressed
condition. of the Bombay industry in 1926. Since 1927, however,
Bombay has made a considerable advance in this direction, and its
production is today, on the whole, much finer and more diversified than
it was in 1927. Ahmedabad, however, continues to maintain the lead
that it has always taken in this respect. Thus, a3 the following table
shows, Bombay has gone fine in recent years and Ahmedabad steadily
continues to go finer still :—

TasLE VI
Average Yardage per Pound of Piecegoods
Bombay City. Ahmedabad.
Year. G G
Te rey
nnblewyhed. Coloured. unbleached. Coloured.

1926-27 ‘e 417 4-82 4-70 b 67
1031-32 .e 460 5 0] b-14 5064
1036-37 L 478 486 553 637

34. The Indian Tariff Board, 1927, found that the outstanding feature
of production of piecegoods in Bombay was the comparatively small
proportion of Dhoties manufactured. This feature has since
disappeared, and the character-of Bombay productlon is now much
the same as that of Ahmedabad.

TasLE VII

Table* showing the Production of Dhoties, Longcloth and Shirtings,
“Coloured Piecegoods and Total Piecegoods in the Province of Bombay.
(In Millions of Yards) )

—

i
. ! 1926-27 1931-32 193637
_ Percentage Percentage Percentage
Produc-| to total | Produe.| to total [Produc-! to total
tion, produc- | tion. produc- tion. produe-
tion. tion. tion,

(A} Tota} Production :

Bombay Lsland ..; 1,135°0] 635 | 1,216°0] 55°6 | 1,156°1 492
Ahmedabsd .. 5073 284 | 7812 357 | 0689 4I'l
Rost of the Bom: 14401 &1 | 1902 37 | 2278 97

bay Provinee. ‘ o
Total .| 17863 1000 | 21833 1000 —2.347-21 100°0

*Based on the figures published in the monthly statistics of Cotton Spinning and
Weaving in Indian Milks.

woe-m Bk R 50—3
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TaBLE VII—conid.
.1926'27 1931-32 1936-37
_ Percentage Percentage Percentage
Produc-| to total | Produc-| to total |Produe-| to total
tion. produc- tion. produc- tion. produc-
tion.* tion.* tion.*
(B) Production of
Dhoties :
Bombay Island ..| 1502 i3 2 2876 236 317-3 274
Ahmedabad 241'9 47°7 319'8 40'9 282-9 29-3
Rest of the Bom-| 502 349 651 34-2 684 301
bay Province. ) o
Total 442-3 248 6725 J30°7 6686 285
(C) Production of Long-
cloth and  Shirt-
sngs ;
Bombay Islend ... 3740 33:0 | 435'5 35'8 | 3875 335
Ahmedabad 869 171 170-9 219 213:0 22-1
Rest of the Bom- 18-6 12-9 344 18°1 3ar7 166
bay Provinoe.
Total 4795 268 840° 8 293 638-2 27-2
(D) Production of
Coloured Goods ;
Bombay Island ..| 417'3 36-8 2838 233 2185 18° 8
Ahmedabad 128-1 25'3 208-7 26'7 310-9 32:3
Restof the Bom.| 50'9| ~353 | 629' 278 688 30-3
bay Province. ]
Total .. 50681 93¢ | s454] 249 | ses2| 255

35. A third special feature of the Bombay industry in recent years
has been the introduction during the last decade of what is known as

 rationalisation

* efficiency schemes *

The introduction of these

schemes has been prominent in both the spinning and weaving
departments. The 1934 Wage Census conducted by the Bombay Labour
Office reveals the progress achieved in this direction till the date of the
Census, Since that time “‘ rationalisation ™ has proceeded much further

* In the oase of (B), (C) and (D), the percontages ngen are to the total production

in each of the areas,

A A e
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and the number of workers in “ rationalized ” occupations is today
much greafer, In Ahmedabad, the tendency towards rationalisation
*was little in evidence in 1934, Since the Delhi Agreement, however,
“ rationalisation, '’ has been introduced to some extent in the spinning
department. It has, however, not yet spread to-the weaving sheds.

36. There has also taken place in the Bombay industry & considerable
smount of what may be called financisl reorganisation. The Indian
Tariff Board, 1927, had drawn attention to the overcapitalization brought
about during the boom period in Bombay and had suggested that
& process of writing down of capital was essential. There are still to be
found in Bombay isolated mills from among those instanced by the Indian,
Tariff Board, 1927, as clear cases of overcapitalization, which continue
to be capitalised at the level of 1926 without further additions to their
plants. In spite of this it may be recognised that the process of writing’
down of capital has been carried out toa certain extent in Bombay during
the last ten years. In some cases this writing down has been effected
by the shareholders agreeing to it in order to wipe out losses and to
induce new capital to come in, that is, in order to make the financial basis
sounder for future operations. In a majority of cases, however, the
writing down has been the result of change of ownership. A large number
of mills have failed and have been forced into liquidation. This has been
a long-drawn process which has involved inevitable neglect of plant and
other equipment., Although mtills have changed hands at a low level of
prices and the capitalisation of the new units has been favourable, the
process may not necessarily have improved the general position of the
industry.

Mot Bk B 5039
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CHAPTER III
Wage Position
- DATA AND GENERAL SURVEY

37. In question mo. 7 of the Committee’s questionnaire relating to
interim recommendations, those addressed were requested to state
in detail what cuts in wage rates, bonuses, allowances, ete., had been
effected in the various centres and units of the industry since 1933 and
what were the reasons therefor. In reply to this question a large mass.
of detailed information was received. 1In view, however, of the variations
prevailing in the basic rates of pay in the various centres and in
different units in the same centre of the industry and also because of the
variations in the methods of wage payments, methods of granting
sllowances, etc., it has not been possible to tabulate the data so as to
indicate the exact extent of the reduction in the net earnings of the
operativea.

38. Except in the case of Ahmedabad, we found that in the oral
evidence tendered before us there was no agreement between the
representatives of millowners and labour about the extent of the cuts.
In fact, the range of variation in the estimates furnished by the two
was very wide. For instance, while the Tepresentatives of the Bombay
Millowners’ Association stated that the fall in wages in Bombay amounted
to 16 per cent. as compared to July 1926, the representatives of the
National Federation of Trade Unions and the Trade Union Congress
held that the reduction in earnings as compared to July 1926 amounted
to 25'3 per cent, in the case of time-workers and to 36 per cent, in the
case of piece-workers. In Sholapur also, while the representatives of
the mills stated that there had been only a single wage eut of 12} per
cent, since July 1926 and that too only in the case of those earning
more than Rs, 13-8-0 per month, the representatives of labour assessed
the reduction in earnings as being over 20 per cent. In spite of this,
however, we have been able to arrive at some conclusions in this matter
with the aid of the very careful and detailed enquiries made from time
to time by the Bombay Labdur Office, the results of which have been
incorporated in the reports published by that Office. Both the
representatives of the millowners and of labour accepted these reports
as being on the whole reliable, In the discussion which follows regarding
the present level of wages in the various centres and units of the industry
and the extent of the reduction in wage rates and earnings since 1933,
we have for the most part relied on the enquiries into wages made by
the Bombay Labour Office. The latest Labour Office report on this
subject containg information for the year 1934, but in order to enable
the Committes to obtain more recent data, the Labour Office instituted
a special enquiry into wages peaid in the cotton mills in the Province
during July 1937 and the provisional results of this enquiry have been
made available tous, We may briefly outline here the basis on which



21

the three wage reports of the Labour Office have been compiled. The
1926 Engesry did not cover all the centres in the Province, but included
only Bombay, Ahmedabad and Sholapur, and, even in these three
centres, it did not cover all the cotton mills but was based on a representa-
tive sample of the mills. The Wages and Unemployment Enquiry
of 1934, while it included all the cotton mills in the Province, did not
cover all the operatives but only a representative statistical sample
of employees - n numerically important selected occupations was
considered. The General Wage Census of 1934 related to all the units
in the Province and covered all the employees. The information
regarding wages collected during these enquiries was for a single pay-
period.

39. Before we proceed to analyse the wage position in the different
centres of the industry and to assess the reductions in the wage rates
and the earnings of the operatives as compared to the year 1933, we
may state the limitations of the data. Compansons between two
different points of time naturally imply that the same sets of facts are
being eompared. While comparing earnings in the cotton textile
industry, however, this is not always possible and a margin of error
has to be allowed for changes in the conditions of work and employment,
the character of production, etc. An outstanding change in the conditions
of work has been the reduction in the statufory hours of work from
60 to 54 per week with effect from January 1935. This factor has
influenced the output of the opératives and their earnings, in varying
degrees. Nor has its effect been the same in the different centres,
units and occupations. The second important factor affecting earnings
is the introduction of what is known as “‘rationalisation ” which has
in recent years made considerable progress, especially in Bombay,
both in the spinning and the weaving departments. In Ahmedabad,
it is to be found mostly in the spinning department oMy. The inter-
‘vention of this factor addsto the difficulties of making comparisons
between two points of time. And lastly, as has been pointed out in
Chapter II, the character of production has considerably - changed
during the last ten years, the tendency for the mills in Bombay City
being to go fine and for those in Ahmedabsd to go finer still. This
factor has an important bearing on the earnings of operatives, although -
on the facts before us we are not in a position to assess its extent. Among
other minor factors affecting earnings to which reference has been made
from time to time in the evidence before us, are the existence of what
15 known as “relay system ™ in Ahmedabad mills, the effect of the
" enforcement of the Payment of Wages Act and the effect on production
of night shift working. We are not in a position, however, to determine
the exact influence of these factors on the earnings of the workers.

PosiTion IN DiFFerENT CENTRES

40. We now proceed to discuss the wage position in the various
centres,
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Bombay City and Island

41. At the beginning of the year 1933, the wage position in Bombay
was more or less the same as in the year 1926 when the workers
were in receipt of wages which were made up of basic rates of pay plus
& dearness of food allowance of 80 per cent. in the case of piece-workers
other than women and of 70 per cent. in the case of time-workers and
women workers. In the middle of the year 1933, individual mills in
Bombay began either to reduce the basic rates of pay or the dearness
of food allowance, the mills lowering the basic rates being, however,
much smaller in number than those which lowered the dearness of food
allowance. Because of these cuts and those effected in other parts of
the Province, the Government of Bombay instructed the Labour Office
to make a special investigation, the report on which was published in
June 1934. According to this report, the earnings of cotton mill
operatives in 10 selected occupations in Bombay were lower by
16-94 per cent. in December 1933 and by 21-0 per cent. in April 1934
as compared with July 1926. Subsequent to the publication of the
report, the Bombay Millowners’ Association introduced mm July 1934
a schedule of wages for certain numerically important unrationalised
categories of time-workers. Because of the reduction of hours of work
from ten to nine with effect from January 19356 the Association recom-
mended to the mills that the percentage of dearness of food allowance
should, in the case of piece-workers, be raised from 35 to 40.

42. The General Wage Census Report (1934), at page 72, thus summa-
rises the wage position in Bombay in Qctober 1934 :—* If the average
daily esrnings of all adult workers in all cotton mills in Bombay City
in October 1934 are compared with the average daily earnings of all
adult workers in the 19 mills selected for the 1926 enquiry, it is found that
the general reduction in wages as between July 1926 and October 1934
was one of 16 per cent.” The Bombay Millowners’ Association
contended that the above wage position held good even in 1937, because,
according to them, the wage census was taken subsequent to the cessation
of wage cuts and the introduction of the minimum schedule. In the
elucidation of this question there are two separate problems involved.
In the first instance, it is necessary to explain the discrepancy between
. the results yielded by the Wages and Unemployment Enquiry and those
of the Wage Census. The discrepancy is, however, only superficial,
For the two results refer to two different things. The Wages and
Unemployment Report by comparing the earnings of persons in comparable
cocupations arrives at the extent of the wage cut effected, while the
percentage reduction figures of the Wage Census report mentioned above -
refer only to the average daily earnings of all adult workers. As already
pointed out, inasmuch as the adult workers in 1934 included & much
larger proportion of workers working in ‘‘ rationalised ” occupations
and on finer production, the average earnings in 1934 will not show the
full effect of the cut as compared to 1926. The disparity may further
be partially explained by the fact that while the Wages and Unemploy-
ment Enquiry confined itself to occupations among *“ process ” operatives
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alone, the Wage Census took account of the non-process operatives as
well. Thg.Jatter, we are told, did not suffer as high & wage cut as the
former did. Thus, while the Wage Census figure represents correctly
the extent of the reduction. in the total earnings of the entire labour force
as between, the two dates, the extent of the wage cut suffered in 1934 by
a person who did the same kind of work as in 1926 is more correctly
represented by the results of the Wages and Unemployment Report.

43. Thesecondissneraised bythe millownersis that of the extent of the
chango that has taken place during the period October 1934 to date. The
millowners claim that the level of earnings today is the same as in October
1934 snd have cited in support the observations in the Wage Census
Report (page 83) which, however, are not based on any specific enquiry.
The provisional results of the July 1937 enquiry made available to us
which are given in the table below do not completely uphold this conten-
tion. These results show a slight improvement in the earnings of time
workers between the two dates. But they also show a definite fall in the
earnings of all categories of piece-workers included in the table. This
means perhaps that the increase of 5 per cent. in the dear food allowance
was insufficient to offset the reduction in production consequent on the
reduction of hours from 10 to 9. If, however, as has been claimed, the
production has been almost completely made up, the worsening of the
position as compared to October 1934 can only indicate a reduction in
rates. We are not in a position to express any view on this matter except
that whatever the reasons, the results of the 1937 enquiry point to
s further slight worsening in the average earnings of certain numerically
important categories of cotton mill workers in Bombay during the last
three years. ‘

44. As we have already stated, exact comparisons over two points of
time are not possible when changes in the conditions of work, etec., take
place. It is conceivable that the full effect of a cut may not be revealed if
during the interval the distribution of the labour force among the higher
and lower paid occupations has changed or the character of the work
entrusted to an operative has changed without a corresponding change -
in his remuneration. In such circumstances, the only way to determine
the extent of the wage cut will be to compare earnings in wholly
comparable occupations. The following table compares the average
daily earnings in certain numerically important occupations in July
1926, in December 1933, in, Qctober 1934 and in July 1937 :—



TasLe VIII

Table showing earnings of Cotton Mill Workers in Bombay City and Island in certain selected Occupations in July 1926,

i December 1933, in October 1934 and in July 1937

Percentage Percentage |4 dailvl P ta
inofease (1) inerease (+)en‘:llizrllggi (f’l. d in:rr:::e (g-f)
Average | Average or Average or workers) or decreace
_ daily daily |decrease (—) daily dqcrease {(—} and average | (~—) in July
QOccupations. earnings | earnings |in Decomber| earnings | in October daily rates 1937 as
in July {in Decem- 1933 as in Qcto- 1934 as (T. workers) | compared
1926, ber 1933, | compared | ber 1934, con;lpgn‘ald in uly with
with Jui with July | .
v 1098, 1937.¢ | July 1926,
A Rs, a. p. |Rs. a. p. Rs. 8, p. Rs. a. p.
Drawing Tenters . .- MP, ' ¢8| 12 8 —96| 106 —2016 0151 —2-98
Slubbing Tenters - . MP; 1 8 3| 1 310 —10°8| 3 2 ¢ — 19-10 110 — 23°60
Inter Tonters . . MP, 1 4 61 3 2 — 680 & 010 — 17"8% 016 6 — 4'39
Roving Tenteis . . MP 13 8] 1 2 4 — 678 1 0 2 - 17"80 014 10 ~ 2458
Ring Biders . . MP 1 3 rO 18 7 — 1641
' 014 10 — 825 013 8 — 15°46
Do. - .. WT| 015 2 ‘LO 13 2 — 1319




Tarwallas

Do.
Doflers
Weavers—2 Loom
Winders Grey
Windems Colour
Reclers

Weighted average

.. .-

M.T.

W.T.

M& W.T.'
M.P,

W.P.

W.P.

w.P

015 &

‘Ifo12 10 —16°76 ;
013 2 —12-22 0i2 11 —15'80
014 3 B IRT —18°37 | :
0i2 1| 01010 ~10°34] 010 2 —15"86 010 5 i —13-79
113 4/ 1 810] =153 1 8 1 —24-72 158 - 14
011 9 0 911, —1560 0 911!  —15(0
011 9 — 7°84 x
014 H 013 5 —10+ 06 012 8/ —1508
cwn|on o +07| 010 2 — 587 0 BI[| —1832
i
1 48,112 —16°94] ¢ 15 9 —28'79 0156 5 —25°40

*Provisional figures for day-shift workeis excluding those working as double substitutcs and in overlapping  relay "
L]

g6
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Ahmedabad

45. Wages in Ahmedabad mills were reduced by an all-round cut of
156 per cent. in June 1923. After this $ill 1929 no general changes were
‘effected. In ‘that year, the Textile Labour Association made a demand
for the restoration of the cut made in 1923, As a result of the Arbitration
proceedings following this demand, the Umpire awarded an increase -
of b per cent. to weavers and 8 per cent. to spinners with effect from
1st January 1930. From 1930 to May 1934, when the Labour Office
‘Wage Census was conducted, there were no further changes of a general
character. The Wage Cut and Unemployment Enquiry of 1934 showed
that in April 1934 wages in Ahmedabad mills were 5 to 6 per cent.
higher than in 1926 because of the increases granted im 1930. The
General Wage Census showed that in 1934 the earnings were higher
by 4*4 per cent. as compared to July 1926. Fn January 1935, consequent
-on a demand for a wage cut of 25 per cent. by the Ahmedabad Mill-
owners’ Association, there was anag reement between the Ahmedabad
Millowners® Association and the Textile Labour Association, known
as the Delhi Agreement. In pursuance of this agreement there was
a uniform reduction of 6} per cent. in the earnings of all time and piece
workers, except weavers whose earnings fell below Rs. 41-4-0 for
26 working days on the basis of a 10-hour day. In September 1936
the Ahmedabad Millowners’ Association asked for a general cut of
20 per cent. in wages, but the Umpire rejected the demand and recom-
mended the continuance of the Delhi Agreement. The following table
compares the results of the July 1926 Wage Enquiry with those of the
1934 Wage Census and the enquiry made in July 1937 :—
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Table showing earnings of Cotion Mill Workers in Ahmedabad City in certain selected Occupations in May 1926
in December 1933, in May 1934 and July 1937

48

* | | ! : .
‘ : . ~ Porecntage P. rcentage Percentage l Percentage
iincresse (4} incresse {+) | increase (+) iincrease {4}
jor decrease or deorcase or decrease | or dec
Average daily|Average daily (—)in Average daily (—)in May [Average daily(—)in July K-)in July
Occupations. earnings in | eamnings in . December | earnings in 1934 as earnings in 1937 as 1937 as
-May 1026, | December & 1933 as | May 1034, | compared | July 1937.* | compared | compared
1933, : compared with Mny ! with May with May
- i with May - 19:8. 1826. 1934.
' 1926, )
[
Rs. a. p. Ra. &. p. . Rs. a. p. Rs. a. p.
DnmngTentem MP! 1 1 3 1 311 ¢+ 4+ 156 1 40 + 1694 01511 - 1773 — 2042
WPl o015 8 12 4! 4170 1 3 0 + 21-28 015 9 + 053 - 1711
Slnbbmg Tentom M.P. 1 4 3 1 611 @ + 82 1 511 + 823 1 2 6 — 905 - 1697

Do. . WP 1 41 151, + 50 1 4 0 — 04l 11 6 — 13-28 — 12-92
InterTonfaem .e M.P, 11686 1 610 . + 248 1 5 8 4+ 2381 ; 11 4 — 095 — 20000

Do. . WP| 015 8 ils + 148 117 + 1530 1 2 1f] 4+ 1888 + 2-84
Roving Tenters .. MT.&ZP! 1 0 4 1 31 + 168 (IM:I;’ o vepes 015 17 — 4°69 — 17-98

.P.}

Do. .. WTI.&P 01510 1 310 + 25'3 %Wfi’f . 015 8 - 1'06 — 1466
Siders (Singls side) . MEWT| 015 2 .1 010 + 11'0 1 0 & 4+ 824 015 8 + 2-20 — 558
Biders {Two sides) .. M.&EWT 1 610 1 8 0 4+ 51 1 79 + 401 1 510 — 438 — 807
Doffers (Rlng&l‘mme) M&WT| 010 8 011 7 + 10°3 oIl 3 + T14 010 7 + 079 -~ 593
Winders Grey . MP| 01410 0121 ¢ — 185 ol2 7 — 1517 0 911 — 33°15 — 21-19

Do. .. WP, 011 8 o101 - —~ 71 011 0 — 638 0 8 5 - 28-37 — 2348
Winders Golour - MP. 1 2 3 o1mli1 i - 237 013 14 — 26- 04 011 4 — 3780 — 1500

Do. . WE! C¢14 6 01211 — 109 013 5 — 147 010 3 | - 2831 — 23760 -
Reelers . MP! 015 0 014 11 - 06 013 3 — 11-87 011 @ — 2333 — 1321

Do. . W.P. 014 5 012 2 — 156 011 7 — 1966 | 0 8 6 — 41°04 - 26" 62
Weavers Two Looms .. MP| 113 5 114 1} + 51 114 8 + 425 ¢ 1 811 — 15-30 — 1876
Weavers Three Looms .. MP| 2 6 6 111 91 o= 279 215 7 4+ 23590 | 2 1 6% — 1299 [ — 290°60
Weavers Four Looms . MP, 3 8 4 2 0 91 .— 397 E 2 4 74| — 3267

Weighted aversge .| 1 410 | 1.6 0 | + 56| 1 511 | + 520 ; 131 ] — 840 | — 12'03

* Provisional figures for day-shift workers excluding those working as doublo substitutes and in overlapping relay.
t Average for three workers only. iRelates to one mill only.
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46. The above table shows that in Ahmedabad the earnings in certain
numerically important occupations were lower in July 1937 as compared
to May 1926 by 8-4 per cent. As compared to May 1934, however, -
they were lower by 12°93 per cent. 'The worsening of the position
between May 1934 and July 1937 appears to be due to the cut of
6% per cent. effected as a result of the Delhi Agreement and to the
loss in production suffered by piece-workers as a result of the operation
of the Indian Factories Act of 1934 which reduced the hours of work
from 60 to 54 per week.

Sholapur

47. We have already referred to the difference of opinion between the
representatives of the millowners and the representatives of labour
regarding reduction of earnings of operatives in Sholapur. This difference
arises mainly becanse of the operation of what is known as the food grain
allowance paid in the mills at Sholapur with which we deal in some
detail in & subsequent paragraph. .

48. Between July 1926 and December 1933 there were no general
alterations in the basic rates of pay in Sholapur. In January 1934,
however, all the mills effected a cut in wages of 12} per cent. in the
case of all operatives other than those earning Rs. 13-8-0 or less per month.
The Labour Office Enquiry into Wage Cuts and Unemployment of 1934
estimated that the wage level in certain selected occupations was sbout
10 per cent. lower than that prevailing in December 1933 and about
17 per cent. below the level of July 1926.* According to the General
Wage Census of 1934 the earnings of cotton mill workers'in all occupations
were less by 20°5 per cent. as compared to July 1926.

49. During the period of high prices, after the war the first increases
given in Sholapur were paid in kind and were known as a food grain
allowance. The system was to give all operatives who had worked for
a certain number of days in the month a quantity of grain for which
& certain amount was deducted from their wages. The quantities of grain
given to the workers and the amount deducted varied slightly as between
mill and mill, but generally they were 18 seers of jowari and 2 seers of
turdal for a deduction of Rs. 2 per month. It has been estimated by
the Labour Office that, during the pericd of high prices the workers who
were entitled to it reaped a considerable benefit from the food grain
allowance. The value of the grain given exceeded Rs. 8 at one time,
in 1920. With tlie fall in:the price of grain, however, the advantage
to the workers ‘of this ‘concession began, to diminish. By the year 1931,
owing to a further drop in prices, this advantage ceased to operate.
If, therefore; the earnings of the operatives in July 1926, are compared
with those prevailing in July 1934, it is found that although the cut in
wages, introducéd .in January 1934, was one of 12} per cent., the
extent of the dimiinutioii" in’ ther eninings of the operatives was one of

* Page 86. .
t Vide Genorsl Wage Census Roport, 1984, Part 111, page 3L
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205 per cent. The following table from the Labour Office Report
on Wages and Unemployment in the Bombay Cotton Textile Industry
(page 80) which compares the price of grain from 1926 to 1933 ,given
to the workers for a monthly deduction of Rs. 2 is of interest in

this connection :—

Months.
Year.

January. July.

Ras. 8. p. Rs. a. p
1926 .. .. . .. 396 3 8 4
1927 .. .. .. 4 51 403
1028 .. . .. . 313 2 3 48
1920 . .. . .. 31110 31311
1930 .. .. . . 498 3 311
1931 . . . .. 115 0 198

¥

1982 .. . . .. 112 7 213
1033 . .. .. .. 113 6 115 4

— a

50. It is clear that, although .he Sholapur mills did not effect a wage
cut until January 1934, they were able actually to reduce their wage bills
considerably from 1931 onwards, because of the fall in the price of grain.
We give below a table containing comparative earnings of the operatives
in selected occupations in July 1926, December 1933, July 1934 and
July 1937 :—



TaprLe X

T'able showing earnings of Cotton Mill Workers in Sholapur City in cerfain selected Occupations in July 1926,
in Decembir 1933, in July 1934 and in July 1937

1 Percentage | Average dauly

increase (4 ) inf;ioric;z;tﬁe) { carnings (P. mf;ﬁ-“fig,"o,

Average daily | Average daily [or decrvase (—) | Average daily oF ducteass (_)]- workors) and duorease {— ) in-
Occupations. earnings in earnings in in D:oember | carnings in in J;l 1934 g5~ 2VOTage daily July 1437 as

July 1926.  [December 1933 | 1033as com- | July lygd, [0-HF “SL8S ) rates (T.0 | oUY STAR

ared with Jut]’ 1926 workers) in Juf 1926
. uly 1926 yOIRES L July 1937.% ¥ Toeb
Rs. 8. p. Rs. a. p.- Rs. & p. Rs. a. p.
Drawing Tenters . .. MP, 012 4 01211 + 473 011 2 —~ 946 ¢ 9 8 — 2]-62
Slubbing Tenters . MP 013 3 014 8 T 10069 ¢1211 -~ 1008 011l 4 — 1441
g

Inter Tenters M.P. 612 9 013 2 + 327 011 4 ~ 11*}11 010 ¢ - 1556
Roving Tenters .. MP| 011 4 012 3 + 809 010 1 — 11°03 09 8 — 1
Sidem.(Single Bide) .. -MT. 011 5 010 7 -~ T30 0 9 8 — 1533 0 810 — 22-63
Tarwallas - .. MT. 09 2 08 0 - 12°73 0 8 2 — 1091 0786 — 18°18
Doffers (Ring and Frame) .. All, T. 08 2 07 3 — 11-22 0 7 6 — 816 0 70 — 14-29
‘Weavers—One Loom .. M.P 0l4 6 012 5 — 1437 011 4 — 21" 84 0 10 10 — 25*29
Weavers—Two Loom .. MP 199 1 80 — 680 1 5 4 — 1715 1 511 = 1489
‘Winders Grey .. W.P 0 6 2 0 411 = 20-27 O 5 8 — 1081 0 4 b — 28-38
Winders Colour . WP G 6 8 0 8 4 — 2-58 0.6 3 ~ 385 051 — 21'79
Reelers . .. W.P 06 9 05 8 — 18-52 0 810 — 13-568 0 41 — 39-51
Weighted Average . 013 1 012 ¢ — 828 011 3 -— 14701 011 4 — 13-38

#Provisional figures for day-shift workers excluding those working as doubile substitutes.

0¢



31

B1. As the above table shows, in Sholapur between July 1934 and July
1937 the yyage position has slightly improved in the case of weavers in
spite of the reduction in the hours of work brought about by the introduc-
tion of the Indian Factories Act of 1934. In the case of all other
occupations for which figures are given in the above table the position in
1937 appears to have worsened as compared to July 1934, The
apparent disparity revealed by the table between the decreases in, the
earnings of all occcupations, other than weavers, in 1937 and the slight
increase in the average earnings of all workers is due to the fact that
the average is a weighted one. ‘The weight for weavers who are—among
the selected occupations the most numerous and the best paid and who
have gained slightly during the period—accounts for this.

Other Centres

52. No informatign regarding the level of wages prevalent in other
centres is available prior to December 1933, as the 1926 Labour Office
Enquiry into Wages did not cover them. It appears from the replies
raceived to our questionnaire that in most of these centres, cuts in wages
were effected in the year 1933-34. Some of the mills in these centres,
however, also effected cuts thereafter. The manner and the extent -of -
these cuts have not been uniform. It is, therefore, difficult to makeany-
generalisations as regards the cuts and their effects in these centres.

53. Although the Labour Office collected information regarding Wages
for these centyes both for the ‘Wage Cut Enquiry and for the Wage Census
of 1934 the manner in which the data have been presented does not
permit of any comparisons being made, between the results of these
two enquiries. It is however possible to compare the results of the
December 1933 enquiry with the provisional results of the July 1937
enquiry, Comparative tables based on the results of these two
enquiries are given below. The figures in the tables show that in all
these "centres, barring few exceptions, earnings in all the selected
occupations have fallen between December 1933 and July 1937 :—

TasLe X1
Table showing earnings of Cotton Ml Workers in the Poona, Barsi,
Tikekarwads and Karnatak Areas in certain selected Ocoupations
vn December 1933 and n July 1937

Average daily Po
. reenta,
Average daily | Somings (B | 0 e (+) or
Qcoupation earnings in :g:rkemhalilld deoreaso (—) in
. o December r?&{T ¥ July 1937 as
1933 Workers).in comipared with
July 1937, December 1833,
Rs. a. Rs, a.
One Head Drawing Tenters .. M.P, 011 % 01t PS‘ + 608
Stubbing Tenters - MP, 013 1/ o1 8 — 1083
Inter Tentors <. MP 012 1 010 2 — 1586
Roving Tenters .. M.P, 611 1 0 98 — 12-03
Single Side Siders M. EW.T. 0 8 ¢} 917 1 — 619
- Tarwallas .« MT. 0 &6 7 0 51 — 8§96
Doffers M. &W.T 0 6 2 05 3 + 18]
Ono Loom Weavers .« MP, 0 811 0 8 7 - 3714
Two Loom Weavers v M.P. 015 3 1 0 2 + 6 0i
Winderas M & WP 0 68 8 06 8 — 9383
Reolsrs v. WP 0 6 8 0 4 8 - 3060
*Provisional figures,
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TasLe XIT

Table showing earnings of Cotton Mill Workers in other Centres
n Gujrat (excluding Ahmedebed) in certain selected Occupations

wn December 1933 and in July 1937
g IR
Average daily | (P. Workers) { 10To8s0
. earnings in | and avera or decreass (~)
Occapation. December daily ratg: l:s'gﬁly 19331
1933, (I. Workers) with Dl:el:;;eber
in July 1933
1937.* ‘
Rs.a. P Rs. a. p.
One Head Drawing Tenters .. M.P. 014 5 011 ¢ — 20-23
Slubbing Tenters (Single Side). M.P. 11 8 012 6 — 20-72
Inter Tenters (Single Side) .. M.P. 1 00 013 4 — 16-67
Roving Tenters (Single Side) .. M.P, 014 & 011 4 — 21-84
Siders (Single Side) M. & W.T. 012 9 011 4 — 11
Doffers M 2WT. 0 711 0786 — 526
Two Loom Weavers -« MP. 110 6 1 6 0 — 16- 08
Winders Grey .. W.P 0 8 b5 0 7 8 - 891
Winders Colour .. WP ¢ 8 8 011 0 + 26-92
Reelors .- W.P, 0 9 8 07 4 — 2414

* Provisional figures,
Tasre XIIT

T'able showing earnings of Cotton Mill Workers in Khandesh Centre in
certain selected Occupations in December 1933 and in July 1937

Averago daily Percentage
A . Serngs increase (+)
verage deily | (P. Workers) d .
. earnings in and average °".n Seu';e“i‘;):(w )
Ocoupation., December dajly rates ;s comy d
1933. (T. Workers) | 0 P et
in July 1633
1937.* e
Rs. 8. p Rs.a. p
One Head Drawing Tenters M.g. 013 9 012 4 — 10730
&P .
Slubbing Ténters (Single Side). . M.g. 0 1310 011 1 — 19-88
&P .
Inter Tenters (Single Side) .. M.g.t 013 1 o1 8 ~ 10°83
&P
Roving Tenters (Single Side) .. M.g. o 01111 010 4 — 13-29
&P
Single Side Siders .. M.T. 010 4 010 9 + 403
Doffers .- MT. 60 6 0 0 6 1 + 139
Tarwallas <« MT, 0 8 0 0 8 3 + 313
One Loom Weavers .. M.P. 010 10 01010
Two Loom Weavers .. MP, 142 1338 — 2-48
Winders (Groy and Colour) ., W.P, 017 2 0 8 3 - 1279
Reclers . + WE 0 8 3 0 411 — 40°40

*Provisional figurea.
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54, From the replies we have received to question No. 7 from
individual mills in the Province, it appears that three factors were
‘largely Mtrumental in bringing about the cuts throughout the
Province. These were: (@) trade depression, (b) apprehension that with
the introduction of the Indian Factories Act of 1934, hours of work
would be reduced and therefore labour cost per unit of production
would increase, and (¢) the tendency for the various units to cut down
wages a3 soon a8 others had done somordertosafeguard their competi-
tive position.

Cost or Livineg

55. The representatives of labour who appeared before us made
prominent mention of the increase that had taken place during the year
1937 in the cost of living of the workers. Most of them have referred to
the cost of living index numbers compiled and published by the Bombay
Labour Office for Bombay, Ahmedabad and Sholapur. No examination
of the wage position would be complete without a reference to the
changes in the price level of commodities consumed by the working
classes. For this purpose we Tely upon the working class cost of living
index numbers compiled by the Bombay Labour Office.

56. The hase period adopted for the new cost of living index number
series for Bombay, namely the year ending June 1934, more or less
coincides with the time when wage cuts were effected in Bombay.
This index number rose appreciably during 1937. From Awugust
to October, it stood at 108 and declined to 107 during the months of
November and December.

57. The index number series for Ahmedabad starts with the year
ending July 1927 as the base. In January 1935 when the Delhz
Agreement regarding the 6} per cent. cut came into operation, the cost of
living index number for Ahmedabad stood at 72. The index number
remained stationary till December 1936 and rose during 1937 and it
stood in November 1937 at 77 as against 71, the average for 1935.

58. The Sholapur cost of living index number starts with the average
for the year ending January 1928 as the base period. In 1934 which was
the year in which a 12} per cent. cut was effected in Sholapur, it stood at
72. Ualike the Bombay and the Ahmedabad indices, the Sholapur index
has remained almost stationary. While it was 72 in 1934, it was only 73
in November 1937. In September 1937 it was, in fact, one point below
the 1934 level. We have no information about the changes in the cost
of living in the other centres.

59. We do not propose to make any estimates of the changes in the
real wage position mainly because we do not know in what manner the
wage levels prior to the cuts were related to the cost of living. .

Mot Bk R 50—3



32 CO-OPERATION IN DENMARK,

also receive direct aid, The total amount of loans granted
in this way amounted in 1913 to about £1,250,000, and the
cases in which the Government has had to resume possession
owing to non-payment of annuities have been very few,
the total loss being estimated, in the evidence given before
the American Commission, at not more than £520 in all,

We pass now from direct State aid to consider the
thoroughly successful semi-co-operative Land Mortgage
Associations, which play a unique part in Danish economy.
These organisations were based originally on the Prussian
* Landschaften,” and are a fairly faithful copy of them,
They were first regularised in Denmark by a law passed
on 20th June, 1850, which granted them exemption from
stamp duty on bonds and certain facilities in their pro-
ceedings against debtors, At the same time a certain amount
of Government control and inspection was made obligatory,
as in Germany, and this, in thc opinion of Danish experts,
has proved most beneficial.

At the time when the first of these societies was established
money was extremely scarce in Denmark, and was frequently
hoarded, so that it was almost impossible to obtain a loan
even if the security were excellent. The mortgage credit
societies, through their Treasury bonds, thus provided a
flexible and easily handled instrument of credit and exchange.
The method adopted is as follows -

A number of land proprietors band themselves together
to borrow the capital they require, on the basis of a first
mortgage not exceeding 60 per cent of the value of each
man’s property. When a new member joins the associa-
tion and requests a loan his property is surveyed and valued.
Loans are seldom granted for more than 50 per cent of the
value, although 60 per cent is legal. These loans are not
paid in cash, but in bearer bonds at various rates of interest.
Such bonds—which are exempt from taxation—are secured
by the collective liability of all the proprietors, each man’s
personal liability being limited to the value of his own
property. A small bond, therefore, enjoys the same security
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as a large one, At the same time, by a law of 1861, per-
mission has been granted to issue the bhonds in series, so
that the collective liahility holds good only for the particular
series to which the borrower belongs, The advantage of
this, as M, Desbons remarks, is that * the number of mem-
bers for whom each borrower bears liability cannot be
indennitely increased and new comers cannot share in the
reserve fund created by the older members, which is only
just.”

The reserve fund alluded fo is created out of a small
supplementary payment, varying from two to five per cent
of the total, which is placed on deposit and repaid when
the lcan is liquidated. The borrower also makes a contri-
bution towards the expenses of management. The repay-
ment of the loan itself is spread over a period of 80 years,
and is effected on the amortisation system of equal half-
yearly payments, covering both principle and interest,
The amount of these payments will, of course, depend upon
the interest borpe by the bonds; the purchaser has the
option of taking bonds at three, three and a-balf, or four
per cent, and he will need to calculate the relative advantages
of these issues, not enly by the rate of interest but by the
price of the bonds on the market, for he receives his loan
at the face value of the honds, and thus loses in selling them
if they are below par.

There are, in all, eleven of these associations, of which
iwo will need separate discussion. In order to provide
better facilities for marketing the various types of bonds
issued by them, the Royal Danish Mortgage Bank was estab-
lished in 1908, to buy up the bonds and issue in their place
a single type of bond of its own. This makes for greater
clearness and security on the foreign market, and bonds
have been sold by the bank to the amount of £25,000,000,
at rates of three and a-half to four per cent. The capital of
this bank, amounting to £1,250,000, was provided by the
State.

Of the eleven associations, two are differently constituted

b5



34
CHAPTER IV
Trends in Produetive Activity, 1937

o ,
ProvucTioN OF YARN AND PIECEGOODS

60. We may begin the evaluation of the * present condition * of the
industry by a study of such general statistical indices as indicate the
nature of the upward trend of its productive activity during 1937.

61l. Perhaps the best indication of the extent to which productive
activity has increased in 1937 as compared to previous years is given by
statistics of the production of yarn and piecegoods and the consumption
of cotton by mills. The statistics of production of yarn and piecegoods
are not available for months later than August 1937. The following
table which sets out the latest available figures, shows the extent
of the increase in production during the eight months of the
year 1937 over the years 1935 and 1936, These figures indicate the
extent of the increase in activity that has taken place in all centres.
The first notable increase in production occurred in December 1936 ;
and, barring slight fluctuations, the upward movement continued
during the subsequent months. The figures of the consumption of
Indian raw cotton by mills in Bombay and Ahmedabad, published by
the Indian Central Cotton Committee, are available up to the end of
December 1937. These figures also tell'the same tale of almost
continuously increasing activity in Bombay during the twelve months
of the year 1937. As the figures relate to the consumption of only
Indiap raw cotton they cannot be taken fully to reflect the extent of
the increased productive activity in the various centres :—

TarrLE XIV

Table* showing the Production of Woven Piecegoods (including Hostery
and Cotton Goods mized with Silk or Wool) and Yarn in Mills in the

Bombay Province—1933 to 1937
‘Woven Pieceggods. Yarn.
Yeoar, Bombay | Ahmed- | Bombay | Bombay | Ahmed- | Bombay

Island. abad. Province. | Island. abad. Provinoce.

(In tholusands of (Yards.) {In thojusands of |Pounds.)

* 1933 (Annual) ..| 9,70,110 | 8,75,948 | 2042452 | 2,51,763 | 1,867,640 | 4,95,129

1934 { , ) ..| 9,46,130 | 10,583,522 | 22,03,428 | 2,47,164 | 1,81,865 | 5,05,316
. Y

1935 ( ., ) .. 12,32,618] 0,668,647 | 24,12,745 | 3,08,122 | 1,64,863 | 5,50,435

W

®*Based on the figures published in the Monthly Statistics of Cotton Spinning
and Weaving in Indiap Mills,
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TaerLe XITV—conid.

Woyen Piecegoods. Yarn.

Year and Month. | Bombay | Ahmed- | Bombay | Bombay | Ahmed- | Bombay
Island. abad. | Province,| Ialand. abad. | Province,

{In th'ousends of {Yards.) (In thofusands of P,ounds.)
1936 (Monthiy)
January ... 1,03,028 | 73,004 | 1,94,414| 25352 14,8511 46,011
February ..| 97,480 | 75974 ) 1,890,581 | =23603] 13,700 43618
March  ..| 97,6141 78.395] 1,93536 | 22,850| 13493 42,167
April .| 08624 8L8I9| 18127 | 24782| 13,850 | 44,783
May o 1,02,052 81,552 | 2,01,719 25,007 14,948 46,135
June . 1,038l 77,678 | 1,907,880 24,371 14,312 44,763
July .. 1,00,069 73,814 | 1,92,688 23,541 14,265 44,263

August. oo 91,253 68,608 | 1,77,472 21,848 12,777 41,508
September .. 80,264 73,492 | 1,82,931 19,969 12,222 38,772
Ootober ..| 90,081 76,823 | 1,86,102 21,768 12,429 40,902
November .. 82,768 74,690 | 1,75,891 19,914 11,904 38,006
December ..| 1,01,9556 98,203 | 2,22,302 23,974 14,244 44,062

Total ..; 11,66,470 | 9,34,652 | 23,13,652 { 2,76,988 | 1,63,031 | 5,15,860

1937 {Monthly)

Januvary .. 1,01,808 80,655 | 2,11,410 24,159 14,306 43,620

Februery ... 93,764} 78,098) 192,948 | 23497) 13530) 4s454
March .| 102170 | 85973 | 207,712 | 23937] 14238 43,613
April .| 207356 | 00,838| 219,240 | 24701 | 14,004 | 44,480
May -4 LILG54 | 91,035 223444 | os4se| 14,561 | 45,659
June | 10837 | 88,136 { 218845 | 25136 14,076 | 44.645
July | L0281 80,025| 216,082 26918 14973 45517
CAugust . L10,452 [ 83,643 | 215501 | 26,135] 14,626 | 47,408

Total .. 849,505 | 6,90,20] ) 17,05,152 | 1,99,895 1,14,214 | 3,57,400

xo-n_BkBm—&l
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. TasLE XV ‘
Consumption of Indian Raw Colton* in Mills in Bombay Province
(In Bales of 409 Lbs.)
Year and Month. Bombay Island. Ahmedabad. |Bombay Province,
1933 (Annmal) .. 5,28,343 3,47,363 10,73,410
1984 (. ) .. 5,63,320 3,90,530 11,63,189
1936 ( ,. ) 6,69,538 3,01,766 11,79,905
1936—
January . 58,856 30,207 1,07,045
February .. © p4,283 27,879 08,627
March . . 52,817 26,067 * 94,600
April . . 57,982 26,564 1,01,565
May . 56,881 28,261 1,01,660
June 54,444 26,429 96,718
July . 50,746 25,538 92,762
August .. . 48,071 23,366 89,400
September .. ‘ 44,004 21,434 82,738
October . 48,405 21,558 87,454
November . . 44,084 22,130 82,766
Degembar . . 562,321 26,018 93,488
Potal . 6,22,084 3,065,461 11,28,821
1937—
January . 54,582 27,182 96,486
February . 51,450 26,405 91,5620
March . 52,120 26,677 92,968
April . . 55,838 26,925 98,659
May . . 57,491 26,938 99,769 .
June - . 56,383 26,014 97,218
July . . 60,449 27,110 1,02,435
August . . 59,703 25,974 1,03,402
September .. . 59,770 27,205 1,05,407
October 35.30?; 80,805 1,15,378
November .. . 61,088 23,802 : 1,04,263
December .. . 66,931 30,344 1,16.309
Total .. 7,01,808 . 3,25,47{- 1 12,28817

*Compiled from the figures published in the weekly issues of the Indian

Prade Journal,
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Stocks AND DEspaTCHES OF CLOTH

62. Uther figures which bear out the same conclusion are those, for
example, of the stocks of tloth on hand or the despatches of goods by
rail. The figures of the stocks of cloth on hand are specially revealing
so far as Bombay City is concerned. Stocks in Bombay show a drop
from the high figure of 128,000 bales of cloth on 30th September 1936
to 78,000 bales on 3lst December 1936. This indicates that the
considerably increased demand during the last quarter of 1936 was
immediately met, to & very large extent, from stocks and that it was
reflected in productive activity a month or two later. In Bombay,
the stocks of cloth throughout the year 1937 have remained at & much

lower level than during either of the two previous years.* The figures

relating to stocks, furnished to us by some individual mills in Ahmedabad,
do not show any well-defined movement. We attribute this to the
relatively smaller importance of forward sales in the Ahmedabad
sales organisation ; under a system of day to day sales, stocks would
tend to increase with increased production.

63. The despatches of yarn and piecegoods by rail from Ahmedabad and
‘Sholapur, which may be taken to represent the despatches of the products
of the mill industry in those centres, have also maintained a high level
-during the year 1937. These figures, no doubt, indicate fairly the volume
of the demand for the products of these centres from other parts of India.
They show much more clearly than the figures for Indian raw cotton
<consumption the extent of the increased demand. The despatches
from Ahmedabad during the twelve months of 1937 were higher by
8'7 per cent. than the despatches for 1936 and those from Sholapur
were higher by about 23 per cent. In the following table the figures for
despatches from Ahmedabad are based on information contained in the
Labour Gazette. Similar figures are not available for Sholapur. The
statistics for Sholapur have, therefore; been compiled from the weekly
figures of despatches by rail from Sholepur published in the Indian Trade
. Journal. Special attention may be drawn to the figure of despatches
from Sholapur during October 1937 and to the large increase in the
despatches both from Ahmedabad and Sholapur during the last quarter
of 1936 as. compared with those during the preceding nine months.
Similar statistics for Bombay City have not been given because the
assumption that despatches by rail from Bombay represent entirely
the produets of the industry of that City cannol validly be made.

* This statement is based on monthly figures of stocks confidentially supplied to th
Committes by the Bombay Millowners® Association. ¥ suppiied bo the
»
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TasLE XVI
Table showing the Quantity of Cotton Piecegoods despaiched by
Rail from Ahmedabad and Sholapur .
Quantity in Indian Maunds.
Year.
ear ‘ Ahmedabad. Sholapur.
(1) (2)
1934 . e .- A 3,20,421
1835 ‘e ve . 12,72, 717* 2,89,167
1936
January .. .e . 1,71,000 . 21,397
February .. .. . 1,74,000 29,078
March =~ .. . . 1,98,000 19,107
April . .. . 1,956,000 21,717
May .. . . 1,72,000 20,383
June .. e . 1,386,000 19,742
July .. . . 1,45,000 19,147
Aungust . . . .. 1,33,000 2],604
September .. . 1,79,000 16,693
October .. . 2,42,000 31,540
November .. . oo 2,19,000 30,489
December .. .. 2 2,60,000 35,031
Total .. 22,24,000 2,85,928
i
1937 4
January .. .. S 2,51,000 38,356
February .. “ . 1,'10,000 25,502
March .. . . 2,056,000 25,219
April .. . 2,53,000 24,256
May . . . 2,06,000 24,045
June e .. . 1,73,000 17,366
July v . . 1.67,000 23,062
August - - . 1,72,000 23,124
September .. R . 2,12,000 26,889
Ootober ., v . 2,38,000 44,472
November .. s ve 1,85,000 36,311 -
December .. .. . 1,586,000 22,709t
Total .. 24,18,000 3,561,311

*Figures for eight monthe ending Decomber 1934,
1For three weeka. -

Source :—(1} Lahour News from Ahmednbad pubhshed ‘in the monthly issues
of the Labour Gazelts.

(2) Weekly issues of the Indian Trade Journal,

Ld LP
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64. Statisticsofnightshift working perhayps indicate moreconvincingly
than adything else the pressure of demand on the industry. We are
aware that nightshiftmay be a feature of depressed as well as of prosperous
times. In fact, the Indian Tariff Board (Cotton Textile Industry
Enquiry), 1927, had.suggested the adoption of double shift working by
the Bombay industry as e measure of economy. But, it hasbeen admitted
in evidence before us by the representatives of millowners that night
shift working during the year 1937 is to be taken as an index of increased
demand and not of the need for economy. We give below a table .
showing by months, for the years 1936 and 1937, the number of mills
working night shift and the number of workers employed on night shift
in Bombay and Ahmedabad. There bas been no notable night shift.
activity in centres other than these. A marked increase in the number,
both of mills working night shift and of workers employed on night shift,
took place in Bombay and in Ahmedabad during the period Novémber
1936 to February 1937 ; and, in Bombay, the number of workers rose
steadily almost month by month as the year progressed. The average
number of workers employed on night shift in Bombsay during the first
quarter of 1937 was roughly 30,000, By the last quarter of the same
year it had increased to over 45,000, In Ahmedabad, an increase over
the February level began only after September 1937. The number of
workers on-night shift in that centre increased from an average of 23,000
for the first quarter of 1937 to an average of over 33,000 for the last
quarter. Special attention may be drawn to one feature of the Ahmedabad
figures for the last quarter of 1937, which is, that night shift working
in that period spread over a very much larger number of mills than
in preceding months :—

TasrLe XVII
Table* showing the number of mills in Bombay and Ahmedabad -
" working night shift and the number of operatives employed

during 1936 and 1937
Bombay. Abhmedabad.
Yoar. Month. .
No.of |No-of opera.| No. of 0. of opera-
mills tives on mihs tives on
* | night shift. | night shift.
1938 ..| January . 35 20,386 34 14,449
Fabruary .| 38 30,804 30 13,227
March . 39 30,647 29 12,029
April - . 38 36,834 3l 12,452
May - 38 . 27,828 30 12,300
June . 37 27,365 36 12,301
July . 33 22,013 33 12,936
August v 30 21,033 29 12,620
September . 29 17,851 23 9,637
October . 29 17,808 29 11.016
November . 30 19,471 29 11,651
December .- 36 22,301 37 16,748

*Based on figures published in the Labour Gazetie.
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TasLe XVII—conid.
Bombay. Ahmedabad,
Year. Month.

No. of Noi;_of opera~ . ¢ (No. of opera

. ives on il tives on
* | night shift. ' night shift.

1937 ..| January 38 26,362 39 19,710

. February 42 31,989 48 25,161

March 43 33,301 45 24,9356

April 42 34,566 45 22,902

May 40 34,657 44 23,674

dJune 40 - 35,856 41 24,500

July 48 39,588 44 25,430

August 47 43,106 44 26,060

. Septem ber 48 45,804 50 28,330

* , October 47 46,326 b6b 32,2085

| November 48 44 701 58 34,089

J December 416 45,480 57 33,527

65. The conclusions that may be drawn from the above table are
supported by the following statistics supplied to us by the Ahmedabad
Millowners’ Association. These relate to the number of looms worked on
night shift from January 1937 to November 1937 in a few selected mills.
These figures also indicate the increased pressure of- demand and its
intensity during the last quarter :—

TasLeE XVIII

Number of Looms wo'rking on Night Shq'ft Jrom January to
N o-vember 1937 in 21 Cotton Mills in Ahmedabad

= o el
|
1937 .| January ! 7,669
" +.| February : 9,062
" ..| March . 9,023
: .| April . : 7,983
” May . .. 9,300
s .| June . 9,193
" .| July o] 9,363
" .| August - 8,801
" .| September . .y 10,085
" .i October . :'-L}i' | 10,904
" »+| November |L . 11,400
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ExPoRTS AND IMPORTS

66. "Th a previous Chapter we have indicated the importance to the
Bombay industry of an expert market. It may be assumed that almost
the entire volume of experts of cotton piecegoods from the Bombay
Province is made up of the products of the Bombay City mill industry.
On this assumption, exports during the year 1936 formed about 5 pef cent.
of the total production of Bombay. No real increase in the volume of
these exports took place before the month of November 1936 ; in that
month the exports suddenly shot upwards. There was a slight fall
during the next month, which was followed by a sharp recovery in
January 1937. The volume of exports kept at the January level during
the first three months of 1937; it experienced another big upward
movement during April and May. In subsequent months it continued
t6 maintain a high level. The figures for both exports and imports for
December 1937 show a remarkable fall. This perhaps represents
the natural reaction after the very brisk trading that took place
in the post-monsoon months, especially October. A similar fall is
to be observed in the figures for the corresponding month of 1936.
On the assumption made above, regarding exports from the Bombay
Province, the exports of piecegoods from Bombay during the
first eight months of the year 1937 formed about 13 per cent. of the total
production in that centre during the same period. This shows the very
large improvement in export markets that has taken place during the
last year and the special bemefit derived therefrom by the Bombay
industry.

TapLe XIX
Table showing the Exports of Indian Cotton Manufactures
Jor 1933-1937
{In thousands of yards)
Year. Bombay Province. All-Indis.
1933 (Annual) - . 38,206 59,128
!
1084 ( ., ) .. . . 30,064 52,278
1935 ( o ) .. .. .. 48,104 ! 88311
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TasrLe XIX —contd.
Year and Month. Bombay Province. All-Indig,
1936—
January . e - 3,857 5,607
February .. . . 3,727 5,466
March ., . .. 5,364 7,926
April .. .. . '3,086 4,908
May . . .. 2,622 | 4,509
June .- . . 4,667 | 6,839
July v . .. 4918 7,018
August . . . 4,786 7,565
September .. . .. 5,862 ° 8,659
October . v . 4,888 8,154
November .. . . 9,534 12,271
December .. e .o 5,029 6,855
Total for 12 months .. 58,318 85,777
1937—

January ‘e . .. 8,038 11,748
February .. . . 8,177 10,908

' March .. . . 8,634 12,197
April . .. . 14,011 17,825
May T . - 17,643 22,661
June . . A 17,517 22,724
July - . .- 17,424 22,774
August . e . 15,868 21,676
September .. - 14,862 20,758
October - e . 12,531 18,400
November .. . . 21,706 26,623
December .. .. . 9,204 13,274
Total for 12 months .. 1,686,214 . 2,21,373

Source.—Monthly issues of Accountarelating to the Sea-borne Trade and Navigatiom
of British India.
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67. A decline in the imports of piecegoods cannot be taken as
indicative of increased activity in the industry within the country. Such.
a decline T may, however, indicate an improvement in the condition of the
industry in so far as the industry is relieved thereby of competition of
outside products. The statistics of monthly imports, which we append
below, show a declining trend. Imports from the United Kingdom attained

& level slightly lower than even that of the previous year. The imports
from Japan are naturally affected by the political sitwation in that
country. From about February to September 1937 they remained at
& remarkably low level. This was a result obviously of the outbreak
of the Sino-Japanese War and the pressure on Japanese industry entailed
by it. During the month of October Japanese imports suddenly reached
the very high figure of 51 million yards ; the imports during November
were only alightly lower but fell considerably in December. Theincrease
in imports during the last quarter is probably the result of an earnest
effort made by Japan to retain its hold on the important Indian market
and perhaps to obtain exchange for necessary purchases of raw
materials abroad. Even so, the total Japanese imports during 1937
asmounted to less than two-thirds of the total imports for 1936. It is
not possible for us to attempt any estimate of the future trend of Japanese
imports, That depends on a variety of factors, such as the duration
of the Sino-Japanese War, the availability of foreign exchange to
Japanese industry for the purchases of Indian raw cotton needed by it,
etc. In whichever direction events may move, it is clear that the
happenings of the past year have seriously affected the competitive
position of Japan and that both in our home and in our export markets
the Indian industry is finding itself at present, and will continue to
find itself in the near future, in an improved position vis-a-vis the
industry of Japan.

TasLe XX
Table showing the Imports of Piecegoods excluding Fents into India

Sfrom United Kingdom, Japan and other Countries for
1933, 1934, 1935, 1936, and 1937

(In thounsands of yards)
. N Total from all
Year. United Kingdom. Japan. : dountries.
!
1933 (Annual) .. . 445,285 372,107 823,206
1934 ( ., ) .. . 514,841 344,159 873,359
195 ( . ) .. .. 481,325 488,391 982,625
i .
i
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TasLe XX—contd.
. . Total from all
Year. United Kingdom. Japan. . coantries.
1936—
January . 36,833 54,287 92,038
February . e 27,583 32,004 60,660
March . e 51,671 36,233 89,187
April . .. 37,866 i 47,039 86,281
y . .. 27,066 38,476 66,577
June .- . 26,925 - 38,256 86,061
July .. .. 25,568 39,312 86,859
Auvgust .. . 25,7% 32,385 58,826
September .. e 26,205 37,989 65,082
October .. . . 27,811 34,721 63,231
November .. . 24436 39,908 65,268
December .. . 22,901 32,045 56,183
Total for 12 months .. 360,189 462,855 835,253
1937—

January .. . 27,112 37,868 66,191
February N 27,853 18,702 47,655
March . 34,797 20,270 56,781
April . . 31,845 20,438 54,268
May . . 24,782 19,243 45,791
June .. R 20,972 7,067 29,304

July .. . 21,630 9,173 31,796
Aungust ‘e . 19,882 11,800 32,2566
September . 20,283 20,547 42,246
October .. . 22,506 51,160 74,686
November .. . 20,791 48,927 71,378
Dacember .. . 16,566 27,904 46,637
Total for 12 months .. 289,009 292,884 598,978

Source—Monthly issues of Accounts relating te

Navigation of British Indin.

the Sea-borne Trade and

68. All the indices examined above point uniformly to a considerable
upward movement. The statistics for the production of goods for the
first eight months of 1937 show a monthly average, which is, in all
centres, higher than the monthly average for 1936 by more than
10 per cent. Consumption of Indian raw cotton in Bombay and
despatches of goods from ‘Ahmedabad and Sholapur xeveal continued
increased aotivity for the whole of the year. Increased night shift
working indicates pressure of demand; and the figures of exports
and imports show expanding markets for the Indiar industry and
a decline in the strength of competitors.
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CHAPTER V
Financial Position
Takt CONSOLIDATED BALANCE SHEET

69. After an examination of the various factors enumerated in
Chapter IV, we have arrived at the conclusion that the condition of
the cotton textile industry bas decidedly improved in the year 1937
and that it has emerged out of the period of depression. The improve-
ment is s little more noticeable in Bombay than in the other centres,
but the facts adduced in the previous Chapter all go to indicate that the
profit-making capacity of the industry, as a whole, has increased.
The results of the full year 1937 are not before us, but those for the
first half of 1937 are available to a large extent. These need to be
examined against the background of the position of the industry as set
forth in the following tables which contain information about the various
centres from 1931 to 1936. The method of presenting the ‘financisl
position is that adopted by the Special Tariff Board, 1936, but as we
explain subsequently in this Chapter, we do not accept some of the
assumptions underlying the calculations made. For instance, there is
the provision proposed for depreciation, the propriety of which we have
examined in detail, and there are the charges payable to managing
agents the incidence of which has also been commented upon by us.
Further, there is the inclusion in these statistics of the results of the work-
ing of concerns which are over-capitalized or which have heavy finanecial
commitments to which too we have alluded. It is subject to these
reservations, therefore, that we wish the figures presented in the Table
to be viewed.

TampLe XXI
Financial Position of the Bombay Cotton Ml Industry
J— - | 1931% | 1932% | 1933* | 1934* 19351 1036t
Number of mills .. 68 kil 87 al 64 84
Number of spindles . .[2,830,664 2,058,648 2,425,168(2,629,848 2,702,982} 2,687,895}
Number of looms ..] 83,395 36.3971 54,274 655,408 61,9413 60,088¢
Rupees |vn lakhs.

Capital paid up ..f 18,18 13,64 11,06 11,32 11,78 11,78
Reserves including carry

forward .. 5,29 4,686 4,73 4,18 4,03 4,26

Original cost of land,
buildings and machi-

nery . ..| 86,25 37,04 30,71 3118 31,28 30,93
Depreciation fund | 13.20 13,78 11,86 11,83 12,43 11,92
Net Block ..[ 23,05 23,28 18,86 19,35 18,86 19,01

Annual depreciation .
written off 8 o]  m 47 38 4

Net result as per profit &
losa acvount .

+1¢ —20 ‘ —18 43 21 40

* Figures taken from the Report of the Special Tariff Board, 1936, pp. 53-54.

t Figures regarding financial position taken from the cownsolidated balance sheets
of the Millowners Association, Bombay, *

1 Spindles and looms installed.
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TasLe XXT—contd.

1 -
— 1931* | 1932* | 1933* | 1934+ ; 1935¢ 19361
After actually debiting— Bupes finlakhs |
{1} Agents' allowance. . 4 5 4 4 t 4 5
(2) Agents’ commission. 11 9 6 11 8 10
{3) Tnterest on deben- ;
tures and loans . 87 86 46 41 l 38 40
{4} Depreciation . 25 10 12 14 14 16
127} Lwo! e8| 70 : 64 7
Gross Profit .. L,43 90 | 50 1,13 l 85 LIl
(i) Deduct chargeable— | i
(1) Agents’' allowarce. 4 51 4 5 | 5 5
(2) Agents’ commission. 16 16 I 12 15 14 15
{3) Interest on deben- ! i
tures and loans . 88 89 59 55 | 49 53
(i) Depreciation accord- i
ing to maximum 1 .
Income-tax allowance.| 1,47 1,5t ! 1,24 1,26 1,27 1,26
255, 261 19| 201 195 1,99
Net losa after providi
foritems (i) and (ii) I
above .. . 1,12 1,71 1,49 88 E10 88

* Tigures taken from the Report of the Special Tariff Board, 1936, pp. 53-54.

t Figures regarding financial position taken from the comsolidated balance sheet
of the Millowners® Assgciation, Bombay-

TasLe XXI1
Financial Positton of the Akmedabad Cotton Ml Industry
— ’ 1931* | 1932* | 1933* { 1934* | 1935¢ 1936t
Number of mills ' 60 62 62 | 62 7 68
Number of spindles .:1 605,49111,665,580/1,738,862.1,774,456] 1,729,630% [1,696,2103
Numberoflooms .. 36,8261 38,813 | 40,862 | 43,61/ 42,8821 | 42,8968
' Rupees vn lakhs.
Capital paid up . 415] 422 402 414 4,37 431
Reserves including carry 3,61 3,74 3,85 3,65 3,23§ 3,45§
mmun iginal 15,92 | 16,82 [ 17,32 17,82 17,89 17,51
Demﬁon fund . I 580{ 606| 626 64 5.76 5,88
Net Block . l 10,32 10,76 | 11,06 | 11,41 12,13 11,63

* Figures taken from the R of the cia] Tariff Board, 1936, b6-57.
v vk Spe th ba.lllrnee gheets of

1 Figures

individual mills,
1 Spindles and looms installed.
§ Reserves only,

financial position taken !rom
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TapLe XX11—contd. 1

L 4 -
—_— 1931* 1932* | 1933* 1934* 1936t 1036t
Rupees | in lakhs.
Annusl  depreciation| 61 55 36 50 46 | 30
charged. _
Net results as per profit 70 66 27 32 21 15
and less account.
After aotuslly charging—
(1) Agenta’ com- 37 40 24 29 28 25
mission.
{2) Depreciation .. 51 55 36 60 46 39
L]
88 95 60 79 74 64
QGross Profit ..| 1,58 1,80 87 111 i 95 77
Deduot—
(i} Agents’ commission 45 46 43 48 46 43
chargeable. . .
(ii} Deprecintion at 4+ 5! 80 76 79 82 81 79
r oent. of original
ock.
1,14 1,22 1,22 1,30 1,27 1,22
Net profit or loss afterf 44 +38 -35 —19 —32 —45
providing for items
{i} and {ii) as above.

* Figures #aken from the Report of the Special Tariff Board, 1936, pp. 56-57.
mi'}'lsFigureu regarding financial position taken from the balance sheets of individ_ual

TasLe XXIII
Financial Position of the Sholapur Cotton Mill Industry*

e 1934 1935 1936
Number of miila ,. . b b 6
Number of spindles installed .. 2,80,692 2,80,692 2, 81.232
Number of looms installed .. 5,838 8,058 6,143

*Figures oulled out from the balance sheets of individual mills,



48

v TaBLE XXIIT—contd.

1934

—_— 1935 1936
Rupees in lakhs.
Capital paid up - 66 66 66
Reserves 1,23 1,23 1,44
Block account—original value . 4,95 5,01 5,10
Depreciation fand 1,66 1,58 1,60
Net Block ‘ 3,39 3,43 3,60
Annual Depreciation charged .. 2-1 ‘4 -8
Not results as per profit and 5-8 1-0 5
lgss account.
After actually charging—
1. Agents’ commission .. 1-5 1-0 2-6
2. Depraciation 2-1 -4 -8
3-6 1-4 32
Gross Profit . - 9-4 2-4 37
i
Dednot— E
{$) Agents’  commission] 2-2 1-5 3-1
chargeable.
(#) Depreciation at 4 per 20 20 ! 20
cent. of the original ‘
block. g i
22-2 216 ; 23-1
I
Net loss “after providing for| 12-8 19-1 19-4

items ($) and (is} as above.

70. Both the Ahmeda.bt-id and the Bombay Millowners’ Associations.
have submitted consolidated statements of financial position from which
they wish us to conclude that the industry in both the centres cannot

bear any additional burden.

71. The consolidated balance sheet of the Bombay mill industry which
covers 64 mills shows for thie year 1936 & net profit of Rs. 40 *48 lakhs,
This profit is, however, converted into.a loss of Rs. 704b lakhs, if
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provision for depreciation iz made at the scalilmof b per cent.
on the machinery valued originally at Rs. 20,77 lakhs and at 24 per
cent. 3if buildings valued originally at Rs. 8,74 lakhs. Actually the
amount provided for depreciation is Rs. 15°80 lakhs deducted before
arriving at the net profits and Rs, 2553 lakhs apportioned out of the net
profits in the appropriation account making a total of Rs. 41-33 lakhs -
for the year, The dividends disbursed amount to Ra. 24-09 lakhs on
a paid-up share capital of Rs. 11,76 lakhs. On the other side of the
appropriation account an amount of Rs. 10°79 lakhs is shown to have
been drawn from the reserve funds, the equalization of dividend funds
and other miscellaneous funds. No detailed figures of the kind available
for Bombay have been furnished on behalf of the industry in Ahmedabad.
But the consclidated statement of financial position, which has been
submitted, shows a profit of Ra. 30-97 lakhs for 44 mills and a loss of
Ra. 2275 lakhs for 21 mills.* This figure is arrived at after allowing for
depreciation to the extent of Rs. 40 lakhs against the original block-
account’ of Rs, 1825°87 lakhs. The commission charged by managing
agents amounts to Rs. 20-60 lakhs as against Rs. 9-95 lakhs charged
during the year in Bombay. The aggregate amount of dividends paid
comes to Rs. 2112 lakhs on a paid-up share capital of Rs. 44888 lakhs.
The profits of the five mills in Sholapur amount to Rs. 3-7 lakhs. The
managing agency commission charged amounts to Rs. 2-58 lakhs and
the depreciation provided for is Rs. 0-59 lakhs, the value of the gross
undepreciated block being Rs. 510 lakhs, The dividends disbursed
amount to Rs. 3:51 lakhs on a paid-up share capital of Ra. 65- 85 lakhs,
It is only in Bombay that the figures for 1936 show some improvement
over those for 1935. The details are given not necessarily to point to
any improvement over the previous year but for the purpose of
comparison with the position as it obtains at pesent. '

72. It is necessary to point out here the risk of depending on the
consolidated finanocial statement of the industry in any one centre for
determining the profit-earning capacity of the industry in that centre.
The consolidated statement is merely the summation of the figures for
& pumber of units, some weak and some strong and some of average
strength. The inclusion of the figures of one single weak unit may slter
the perspective altogether, as is illustrated by the case of Sholapur,
Even in Bombay, the consolidated statement presents a very different
picture if the figures for a large group of mills which has heavy liabilities
a8 & legaoy of the past are excluded. The following table illustrates this
observation :(—

*The res given by the Ahmedabad Millowners’ Asgotiation in a.statement
submitted in the course of the oral evidence were asfollows :—

Year. | No.of mills. Profit, Loga:
Ra. Rs..
1438 .. 60 32,065,344 11,860,576

Mo.X Bk B 50—4 ' . - -



TasLe XXIV*

{Rupeea in lakhs)
Total No. of Milla making Amount of " 5 il
. oLt 8
Year, No. of Blockt Account. | Paid up Capital. | 5 ebon%:;!: ” é?;l:eBam."
* Profita. | Losses. Profit. Loss.
Ra. Rs, Ra. Ra. Ras. R,
1934 ‘e 54 4 13 71,50 10,00 23,968,096 10,88,54 1,81,98 . 1,05,69
(44) {34) (1e) (75,43) (6,67) (17,81,26) (7,10,64) {1,06,87) (62,86)
1038 . 58 41 17 57,43 28,22 25,66,36 11,48,98 1,89,69 1,29,47
{48) (41) {7 (57,43) {4,48) {18,40,19) (7,70,98) (1,24,73) (64,38)
1930 . 53 a7 18 70,12 15,02 26,43,16 11,009,058 1,70,17 1,17,56
(46) 87) {8) (70,12} (4,48) {20,34,71) (7,33,06) {1,25,21) (58,12)

09

: *Pigures taken from the balance sheets of individual mills. .
fFigures of blook acoount are as given in the halanoe sheota—depreciated for some mills and at cost for others.
Note.—Figurea in brackets are exclusive of one group of mills in Bombay.
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73. In Bomba.y, again, the purchase of certain mills in the boom period
at the then prevaﬂmg prices crippled the profit-earning capacity of
the mills making these purchases. It also affected adversely the finances
of other mills under the same management. 'This is another illustration
of the difficulties involved in the use of a comsolidated statement.
Moreover, a consolidated statement will not truly reflect the excellent
financial condition and profit-earning capacity of mills like the Bombay
Dyeing group inBombay or the Ahmedabad Calico group in Ahmedabad.
It is for this reason that a.ttempts have to be made to scrutinize, with
the aid of other material, the various component parts of the consoli-
dated balance sheets and profit and loss accounts.

Financing OF INDUSTRY

74. The financial basis of the entire structure of the mill industry is
the share capital. It is Dot necessary for our present purpose to go into
the different modes of raising share capital and of distributing the return
on it. It is pertinent to refer, however, to the adequacy or otherwise
of this basic fund in relation to the total capital requirements of
an industrial unit. The proportion that share capital bears to the total
working capital and to the portion of the capital that represents fixed
assets, otherwise designated the block account, varies from centre to
centre and from unit to unit. It will be seen from tables on
pages 45, 46, 47 and 48 that these proportions to the gross block account
for Bomba.y, Ahmedabad and Sholapur are 38 per cent., 25 per cent. and
13 per cent. respectively. The Indian Tariff Board (Cotton Textile
Industry Enquiry), 1927, commented adversely on the over-capitalisa-
tion of a number of units in Bombay and held such over-capitalization
as partially respomsible for accentuating the depression which had
overtaken the industry. According to the Indian Tariff Board (Cotton
Textile Industry anuu'Y). 1932, during the interval between 1927 and
1932 the industry in Bombay had not failed to pay adequate attention
to the recommendation of the earlier Tariff Board that the 'defect
of over-capitalization should be rectified by the drastic writing down of
capital. In Ahmedabad, on the other hand, a certain number of units
suffer from the defect of ‘under-capitalization which may hamper their
working at a time of crisis, and may even, in other years, necessitate
resort to borrowings at high rates of interest. Under-capitalization,
unfortunately, offers s temptation to the share-owning interests as it
enables them, as was the case particularly at Sholapur in the days of
the boom period, to earn a larger rate of return on their investment.
The initial under-capitalization may, however, be rectified subsequently,
if the concern does well, by the building up of reserve and other funds
out of the annual profits.

75. The reserve and other funds also constitute varying
proportions of the total resources in the three principal centres:
The percentages for Bombay, Ahmedabad and Sholapur are 52,
63 and 58 respectively. The reserve, depreciation and other
funds may be invested soparately—as is the case with two of

no-u Bk R 50—da :
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-the leading mills in Sholapur—or they may bé used in the business of the
.concerns themselves, as is the practice with a large majority of the units .
in all the three centres. But when the funds are separately invested, -
the returns from the investments should be included in the gross
income before gauging the profit-éarning capacity of the concerns.
The funds have been built up as & result of the working of the mills
over a period of years and are a part and parcel of their property and
assets. The depreciation fund figures prominently among the accumu-
lated funds. The manner in which depreciation is provided for varies
considerably, especially in Bombay. One of the usual methods is to
create out of the profits a fund which is added to year after year, and to
allow the original cost of the block to be shown at the undepreciated
value on the assets side. Another common practice is to set off annually
the amount provided for depreciation against the value of the block
.on the assets side, showing the block at its depreciated value year after
year. Again while some mills provide for depreciation on the debit
gide of the profit and loss account before arriving at the net profits,
others take out the net profits first and then provide for depreciation
as an appropriation out of the profits or reserves. Unless the actual
practice in this respect is standardized, it is difficult to compare the results
of the different centres and also those for different years.

" 76. The consolidated balance sheet for Bombay, however, takes
account of all the varying practices followed and, therefore, facilitates
the task of comparison. The figures for the outside Liabilities of the mill
industry under the various heads are shown in the following table :—



TaBLE XXV

Anaglysis of Funds secured by the Textile Mills in Bombay, Ahmedabad and Sholapur*

. (Figures in thousands)
Bombay. Ahmedabad, Bholapur. H
: Loans.
1934 -1936 1936 1934 . 1935 19638 193¢ 1938 1936
(66) {59) {66) {76} (78) {73} (6} {5) 5
Rs. Ra. Rs, Rs. Ra. Rs, - Ra, Ra. Ra.
(a) Mortgage Debentures .| 15,198 16,969 17,017 1,773 954 cees 4,776 4,610 4,427
{5) Becured :— .
1, From Banks . 10,774 13,208 11,878 1,085 8,652 b,799 1,008 98¢ 2,540
2, MsnagmgAgenta. 2,621 7,138 6,701 200
3. Othor 3,237 3,946 665 1,418 Lé63 112 1,556 2,339 3,020
Total(s) ..| 16,832 24,202 19,242 3,401 5,315 5,911 2,664 3,200 6,460
{¢) Unseonred :—
1. Managmg Agentl 49,327 52,897 67,017 8,918 9,604 32,917 . rres 1,220
2. De . 13,028 9,916 12,768 46,397 50,927 62,842 1,626 2,323 1,482
3. Ot er . 23,688 13,754 8,236 44 268 41,814 12,231 457 1,659 104
Total {c) .. 86,043 81,367 88,900 89,681 1,02,246 97,990 1,983 3,982 | " 2,786
Total (a+b+¢) ..| 1,17,878 1 ,22.628 -1,25,168 1,04,756 1,08,514 1,03,801 9,323-' .11.891 13,673

'Egures taken from the balance sheets of individual mills.
Figures in brackets represent number of mills.
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This table shows that the gross borrowings are higher in Bombay than
in: the other centres. At the same time, the proportion of the block
account which is financed out of deposits and other unsecured liabilities is
higher in Ahmedabad than in the other two centres. This practice of
financing the block by borrowings has so far stood the test of time and
has come to be recognlsed as a normal feature of the financial structure
of the industry in Ahmedabad, where the leading indigenous bankers
are themselves partners in seveml firms of the managing agents of cotton
textile mills.

77. The two main components of the assets side of the balance sheets
of mills are the block account and the stocks of cotton, cloth and stores.
The proportion of the value of the stocks to the total working capital
varies from year to year, being dependent on the briskness of the trade.
The block account represents land, buildings and machinery, and, in
some balance sheets as remarked earlier, the original value of the three
items is shown on the assets side, while in others what is shown is only
the depreciated value. If the latter practice is followed, the difference
between the depreciated and the original value represents the amount
of depreciation provided over a series of years. Where the original
value is shown, the gross value will include the amount of the depreciation

¢ provided, as in the consolidated balance sheet in Bombay. The fixed

capital is provided by the amount of the paid up share capital, the
reserve and other funds (including the depreciation fund if exhibited
separately as a liability) and by borrowings either in the shape of

- . debenture loans or other secured or unsecured loans, Thus it will be -

seen that the block account is financed from various sources and not
out of the share capital alone.

Costs AND CHARGES

78. We have not before us consolidated statements of the profit and
loss account of the mill industry in centres other than Bombay. On the
basis of the Bombay statement for 1936 the percentages of the various
items in the working cost are approximately as under, though these
_ proportions are, for obvious reasons, liable to variations :~-

Cotton yarn waate ete. . .. 51-1 percent.

Stores . . .. 89, A

Dyeing and Bleaching uha.rgeu . e 0°8 ,,- 4

Labour wagea . . . 22-5 ,, .

Mill salaries . e 283 5w

Manuifacturing oharges molud.mg repairs and 2 9 .
depreciation.

Establishment charges including office allow- 2 2 . »
snce and commission.

Interest._ . .. re .- 2-1 , .n

Power and Fuel .. v . 51, .

Proit .. “ ' ™ S
——

(000 ,,
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Two broad facts emerge from an examination of this table. The first is
that thegost of the raw material is nearly equal to the other costs of pro-
duction put together, and that if the cost of raw materials goes down
even slightly the margin for profit widens appreciably. The second
is that the ontlay on wages is a little under a quarter of the total cost of
production. The other items also account for a little less than 25 per
cent. of the total cost of production,

79. In Bombay, the cost of power was brought down by Ras. 11 lakhs
in the year 1936 as compared to the previous year although production
was on & somewhat larger scale. Another saving that may well have
accrued in recent years in all centres is in respect of interest on various
types of loans, A possible exception may be the interest charges on
debenture loans. It has been mentioned in the course of the oral evidence
that substantial savings have been effected in this direction and full
advantage has been taken of the easy money conditions that have
prevailed during the last four years. The consolidated profit and loss
account for Bombay does not, however, reflect this reduction very clearly
a8 will be seen from the following table :—

*  Total " Intereat in lakha of Rupees.
borrowings .
Yoar. {in crores of
Rupees). Charges. Given up. Net.
1933 . .e 12-20 63-19 13-30 49-89
1934 . .e 12-60 59-39 13-46 45-93
19356 .. .. 12-71 53-29 11-57 41-73
1938 A . 12-18 59-29 iz2-o1 45-38

80. There is no uniform practice in the industry about the payment of
allowances and commissions to managing agents. In Bombay, commis-
sions are paid on profits, being limited mostly to 10 per cent. of the profits
with & minimum allowance payable per annum. In Ahmedabad,
commission is based on sales while in Sholapur it is based on deliveries.
There is an additional office allowance payable in Bombay, but none
either in Ahmedabad or Sholapur, with the exception of one concern
at the latter centre. The commission charged and the net profits at
the three centres during the last three years are given in the following
table :—

Annual commission Net profit or 1088 aa
actually charged. Profit md Loas Aocount.

1033 | 1934 | 1935 | 1936 | 1933 | 1934 | 1936 | 1936

}
{Rupeesin {lakha).!,

Bombey - el st o]l ]| e
Abmedabed .. Lo ]2 |28 25| 2 [2| !l
Sholapur - |as {ae l2e | L. (58 [1ce {os
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The figure of office allowance in Bombay has moved during these years™
between Rs. 4 lakhs to Rs. 43 lakhs, and the uniform amount
paid by one mill in Sholapur has been Ras. 18,000. During the last
ten years, the maximum amount of commission paid in any single
year was in Bombay Rs. 25°40 lakhs in 1927, in Ahmedabad Rs. 3962
lakhs in 1932 and in Sholapur Rs. 5:65 lakhs in 1927. In years of
depression the remuneration to managing agents on the basis of sales,
deliveries or production becomes disproportionately. high as compared
to the total gains of the industry. Whatever the system of payment,
it can well be asserted that full payments on the stipulated scale are
unjustifiable in a period of depression,” accompanied by wage cuts,
such as has been experienced by the cotton textile industry in the
Bombsay Province during the last ten years.

81. With the fluctuating fortunes of the industry during the last ten
years share-holders have received dividends smaller in comparison with
those of the ten years preceding 1927. That the dividends paid during
the boom years were unduly high was the definite finding of the Indian
Tariff Board (Cotton Textile Industry Enquiry), 1927.



Bombay (1). Ahmedabad (2). Sholapur (3).
—_— Percentage Pementaée . l’ercenza;
Numborof | ppguns. | 0psdp | Nomberol | spouny, | fopu0 P | Nomburel | smount, | S ELP
capital. capital. capital,
(Rupees in la/khs.)
1027 7 61-28 34 e .. ] 18:03 281
1928 .. 73 2808 | , 17 .. ) 5 14-74 224
1020 .. 76 23-42 147 veer 5 12-42 18:9
1980 .. . 7 19-15 14 . ‘} ] 5-85 89
1931 .. . 68 18-05 14 . oo 5 856 99
1932 .. 71 1858 13 5 6-03 105
1933 . 57 1269 11 . . 5 4-05 7-5
193¢ .. y 61 21-14 18 75 32 69 5 4-87 74
1935 .. . 84 20-98 1-8 76 28 61 5 3-67 56
1036 .. 64 24-00 20 8 21 48 5 3-67 56

{1) Figures taken from consolidated balance sheeta.
{2) Figures taken from balance sheets of individual mills.
(3) Figures taken from statements supplied by mills,

19
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These figures show that the percentage of dividend paid has varied
in Bombay from 3-4 in 1927 to 1'1 in 1933, the maximum amount paid
in dividends in any one year being Rs. 61-28 lakhs for 1927. The
industry in Ahmedabad and Sholapur has been more fortunate,
and the proportion of dividends to paid up share capital has in no year
gone down to the levels it has reached in Bombay. If the present level
of dividends in Ahmedabad and Sholapur seems low, it is only as viewed
against the background of & series of more prosperous years.

SCALE oF ALLOWANCES

82. This question of return on capital brings us to an examination of
the criteria—which however we do not necessarily accept—adopted by the
. Tariff Boards of 1932 and 1935 in determining a fair selling price for
the products of the cotton textile industry. It was urged by the
representatives of the Ahmedabad Millowners’ Association that the
case for an immediate increase in wages should be examined in the’
light of the views expressed by the Two Tariff Boards sbout the scale
of allowances for the overhead charges and the return on capital
investment. In our opinion, the tests to be adopted in ascertaining
a8 fair selling price vis-a-vis the price of imported yarn and piecegoods
cannot be applied in determining the level of payments within the
industry itself and in determining whether at a particular period there
is justification for a readjustment of the level of wages. The entire
problem has to be viewed in a different light. The line of approach
that we have adopted is to examine whether the present condition
of the industry indicates any improvement over the past and, if so,
whether the improvement is substantial enough to warrant an increase
in wages. : :

83. Nevertheless, we may examine the financial basis of the fair selling
price adopted by the Tariff Board, in view of the importance attached
to it by the millowners. After allowing for depreciation, the Tariff
Board of 1936 makes an allowance for interest at 4} per cent. on
working capital, which it roughly estimates at one quarter of the block
value. This rate of interest was allowed at a time when the bank
rate was higher than it is to-day by half a per cent. The commission
payable to managing agents, according to the Tariff Board, is hmited
to the usual Bombay rate of 10 per cent. of the profits befoge deduction
of the provision for depreciation. In Ahmedabad the amount of
commission actually paid is, however, much higher than the maximum
rate fixed for determining a fair selling price. Lastly, the Special Tariff
Board, 1936, fixes the return on the total fixed capital or block
expenditure at 8 per cent. a8 against the rate of 8 per cent. fixed by the
Indian Tariff Board (Cotton Textile Industry Enquiry), 1932. Money
conditions are much easier to-day than they were in 1935. The bank
rate, a8 noted above, is lower by half a per cent. and above all, the
investor i8 readier than he waa in the depression period to put his
money in industrial enterprises. We understand that by the term
“ total fixed capital * or * the block expenditure” on which & return
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of 6 per cent. has been allowed by the Tariff Board is meant the gross
figure 8 the undepreciated block. Against that block, however,
provision is made for depreciation through a depreciation fund or
otherwise. If the over-all percentage of return is to be allowed on the
undepreciated block, it stands to reason that against it should be set
off the interest which the depreciation fund would have earned by
being used as working capital or by being invested in securities or by
being deposited with banks. A similar set-off will have to be allowed
for the interest which can be earned by the separate investment of the
reserve and other funds which ordinarily go to finance the block as
& whole. A further set-off should be allowed in respect of the capital
borrowed from outside to finance the block account. Interest on
this at the stipulated rate is charged and provided for in the profit
and loss account and the portion of the block account represented by
such borrowed capital cannot be expected to earn & return twice over,
If the earning capacity of the entire block account has to be determined
at the flat basic rate of 6 per cent. adopted by the Tariff Board, it is
obly proper that on the portion of the block account which is financed
by outside borrowing there should be a set-off equal to the interest
paid.
DerrecIATION

84. Before proceeding to our task of assessing the improvement that
has occurred in the financial condition of the industry in 1937, it is
necessary to deal, in some detail, with the question of the proper
allowance for depreciation to be made by the individual units and the
industry as a whole. Depreciation is defined as the shrinkage in
value caused by the wearing out of an asset owing to its use in the
business, and the main object of providing for depreciation is to keep
the original capital intact. Another factor which cannot be ignored
in this connection is that of obsolescence. In fixing the adequacy of
the provision to be made, account has to be taken of the fact that from
year to year new and improved machinery is being invented, capable
of manufacturing goods cheaper, better and in greater quantities.
For these reasons, it is necessary to examine thoroughly the contention
of the millowners that no betterment can be deemed substantial unless
a margin of profit is available after providing for depreciation at
the rate of § per cemt. on machinery, 2} per cent. on buildings
and 7} per cent. on the bleaching and dyeing plant, which are the
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maximum rates permitted by the Incometax authorities. The
following- table shows the details about the depreciation allowance
at various centres for the year 1936 :— '

(Rupeea in Crores}
Deprecia-
tion a.i‘.l the Maximom | Valae of
.| over-all rate provided | block for
r‘g{:}:ﬁ Dl:?i)z:cm of 4 per Amount since years
Clentrea. undepre. | hitherto | CeRt: 0B the | provided 1927 shown
cintod. | vrovided, | original | in1936. | and the in
- | e "| block for year. |column 8.
) the year . :
1936.
1 | 2 . 3 4 & 8 7
l
Bombay | 3083 | 11-92 1-24 0-41 69 | 44-43
[ . (1927)
Ahmedabad ? 1751 6-88 9-70 0-39 ~57 18-51-
i (1934)
Sholapur 5°10 1-50 0-20 | 0-008 -1 3+81
i (1927)

These figures of depreciation provided are exclusive of the actual
amounts spent by various mills on the repair of buildings and machinery
and also of the additions to or replacement of the plant that have been
made from year to year. Details of the amounts spent on these-
two heads in Bombay are shown in the following table whlch contains
figures for the years 193436 :—

Repairs, Addition to Block.
Your. Build- | Machi Land and | Machi.
ings. nery. Total. |p o dings.| nery. Total
(Rulpees in lak}hs.)
1934 o ozm 747 10-24 2'56 | 5490 57-46
1935 .| 383 1033 14-16 6-86 | 4641 5326
1036 .| 488 9-83 14-41 666 | 6796 | 8451

85. In examining the amount of depreciation to be provided various
factors need consideration. The first is that the provision for depreciation
will be unnecessarily large if the plant and machinery that are to be
depreciated were bought at inflated prices such as those prevailing during

~the boom period of 1917 to 1922. In Bombay, for instance, very large
additions to plant and equipment were made during these years. The
incidence of depreciation charges on a heavﬂy inflated block account is -
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necessarily onerous. Another consideration is that if depreciation cannot
be prowided for in & given year then the arrears of such depreciation may
encroach upon the profits for subsequent years and thus convey a mis-
_leading idea of the profit-making capacity of the industry in those years.
This will apply especially where many units in a centre have not provided
for fair depreciation for & number of years. The productive capacity of
a concern during a year should be judged mainly in relation to the
charges payable for that particular year.

86. It has also to be noted that while the percentages referred
to above represent the maximum rates at whick the authorities of
the Income-tax Department permit deductions, the amount of such
suthorized allowance may' actually be less because no provision
is permissible on building, plant and machinery against which
cent. per cent. depreciation has already been allowed. When the mill-
owners claim that the allowance for depreciation should be calculated on
the income-tax basis they overlook the fact that a figure calculated at the
flat rates referred to above or at an over-all average of 4 per cent. to
4} per cent. does not represent the exact amount for which provision
requires to be made. In paragraph 49 of its report, the Special Tariff
Board, 1936, has noted this feature and observed: “On basis of the actual
allowances granted by the authorities the average debit for depreciation
works out to 2§ per cent. on the fixed capital expenditure...... instead
of the average of 4 per cent. which has been used to show the financial
position of the Bombay cotton mill industry ., Similarly, with reference
to Ahmedabad, the Board remarks: “ On ba.sis of these allowances the
average debit for depreciation works out to 386 per cent. on the original
- Block value of these mills instead of the over-head average of 450 per
cent. which has been used to show the financial position of the Ahmed-
abad mill industry . The Indian Tarff Board (Cotton Textile Industry
Enquiry), 1927, referred to the floatations of the boem period which
called for heavy depreciation being provided on the inflated figures of
the block account, the exclusion of which figures, the Tariff Board
further showed, presented the picture in truer perspective.

87. We have given above the maximum provision made in any
one year for depreciation during the last ten years. For Bombay,
this amount is Rs. 69 lakhs on a total block of Rs. 44,43 lakhs
in the year 1927. This gives an over-all proportion of a little
over 1'5 per cent. in a year when dividends dishursed amount.
to Rs. 61°28 lakhs and commissions and allowances are Rs. 30-85
lakhs. For Ahmedabad, the highest allowance, namely, Rs. 57 lakhs
on a gross block of Rs. 19,51 lakbhs, works out at a little under
3 per cent. in the year 1934, while for Sholapur the maximum percentage
of allowance works out at 2°6 per cent. in 1926-27. The claim to have
the financial position of the industry judged from the standard of an
over-all depreciation allowance of 4 pex cent. to 4} per cent. can, there-
fore, smmely be sustained. The only comment that we can offer on
this position is that while depreciation at a minimum rate is held to be

. the first charge on profits, several mills on one ground or another do not
_actualy _provide -for_it. Under-depreciation has been ¢ommon, gven
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with concerns which have paid dividends, especially in Bombay, and
. commissions and dividends have been accorded precedence over
depreciation. But while in times of depression there. may be under-
depreciation, in times of prosperity there may be a tendency to over-
depreciate and care has to be taken to avoid over-depreciation which
may have the indirect effect of checking any improvement in the
level of wages.

88. We may briefly review the main features of the financial position
of the industry as analysed by usin this chapter. The consolidated state-
ments, furnished by the Millowners’ Associations of Bombay and Ahmed-
abad, have to be examined in the light of the various considerations we
bave set forth above. Over-capitalization of some units and the heavy
financial liabilities of a few others continue to affect adversely the profit-
earning capacity of the industry, as a whole, and a truer perspective is
obtained when the figures for such units are excluded from the
consolidated statement. The scrutiny of the financial position shows
that, even in centres and during periods specially affected by depression,
provision for depreciation and allocation to reserves out of the profits
have been possible. The extent of such provision in the past is clearly
indicated by the proportion of the reserve, depreciation and other funds
to the gross block account, figures for which are given in paragraph 69,
We have cited some figures about the expenditure incurred in Bombay
during the last three years on renewal and repairs. Re-equipment, we
have noted, appears to have been in progress during the recent abnormal
times. Dividends and commissions cannot, for obvious reasons, be on the
same scale now as in the post-warperiod. The fact that, all through this
period, sums which, in the aggregate, are fairly substantial have been
disbursed to shareholders and managing agents indicates, in a manner, the
power of resilence possessed by the industry. We have next examined
the millowners’ claim for an over-all return of 6 per cent. on the gross
block account. We have given our interpretation of ‘the * scale of
allowances " fixed by the Tariff Board for determining a fair selling price,
although we have made it clear that we cannot accept the scale as
a basis for our calculations. Lastly, we have emphasised that, while
provision for depreciation is essential, the claim of the industry that it
ghould be assured of provision for depreciation at the rate of 4 per cent.
to 4} per cent. of the gross block account cannot be conceded. The
grounds for our conclusions on the question are set forth in detail in
this chapter, the principal among them being that provision on the scale
proposed is not the rule even with concerns which make profits and pay
dividends. With the return to normal trading conditions, there may
arise a tendency to over-depreciate, which will, in our opinion, need
to be checked.

THE BETTERMENT,

89. Our next task is to assess the betterment that, in our opinion, has
been secured in the various centres of the industry during the year 1937.
The preparation by the Bombay Millowners* Association ofa consolidated

" statcment showing the results of the working of individual mills during
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the first half of 1937 has facilitated our task. These results are
summaf#ized below —

Number of mills 2 64

Profit for the half year (for 56 mills ; after deducting
Yosges for 8 mills ; after deducting Agents’ com-
mission ; without deducting depreciation on income-

tax hasis) . o . Rs. 386,82,659

Agents' commission Rs. 8,74,202

Depraciation on income-tax basis . Ra. 56,95,892

On this basis it is calculated that the net loss after providing for full
depreciation will be Rs. 11-39 lakhs. These figures, represent clearly,
an improvement over 1936. The extent of the improvement will be
evident from the following statement which shows how the figures of
the year stand, by comparison, on the assumption that the working of
the mills in the second half of the year 1937 haa been as satisfactory as
in the first half :—

Additional
. Actuall charge in g
Item, fPrpvl&%d'iz chsrgedg;l 1937 as com- Roemarka.
orim 1854 1636, pared with
a 1936,
(Figures in| lakhs.)
Agonte' commission ..| 17+48 (a) 996 7-83 (2) The figures re-
. present twice the .
Dopreciation <o 113-92(a) 13- 80 {c) 9812 provision shown in
the foregoing table
Interess .. 60-00 (b) 4638 13-62 submitted by the
Bombay Millowners®
Office allowance 404 (H) 452 42 Association.

‘ (5) The figures are on
the basia of the
actual amounts
olaimed in 18936.

(¢} The figure| re-
presents the amount
of depreciation pro-
vided for hetfore
erriving at net
profits.

Total 196-3¢ 76-64 110-69

Calculating the loss for the full year at twice that estimated by the
Bombay Millowners® Association, we arrive st the figure of Rs. 22-78
lakhs. Against this has to be set the additional charge of Rs. 119-869
lakhs which has been provided while calculating the loss. In case the
provision under various heads had stood as in the provious year, the loss
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would have been converted into a profit of Rs. 96:91 lakhs. If we
compare this with the profit of Rs. 40-48 1akhs made by the industry in
1936, we get a betterment of Rs. 5643 lakhs in 1937, assuming that the «
position in the second half of 1937 remained the same as in the first half.
Actually, the position improved appreciably in the second half of 1937.
In the absence of similar consolidated balance-sheets and profit and
loss account statements for Ahmedabad and Sholapur centres it is
difficult for us to evaluate definitely the improvement in the general
situation which may have occurred in these centres as well.

90. The factors that have led to this improvement have already
been examined at length in Chapter IV. All the indices of improvement,
were more in evidence in the second half of the year than in the first
balf. On the basis of the working of the first half of the year, we have
estimated above the betterment that Bombay may have secured for
the whole of the year 1937 irrespective of the increased measure of profit
that is likely to have been earned in the second half. For the other
centres, though we are unable to arrive at any definite estimate on the
basis of the figures for the first half, we are of opinion that the results
for the full year are bound to be better than in 1936, because ot the
operation of the various factors enumerated in Chapter IV. The
increased activity of mills due to larger night shift working in Bombay
and in Ahmedabad has led to a rise in the number of workers employed
and in production. The growth in the number of aorkers employed
may be taken as a rough measure of increased production. Calculating
in round figures, the increase in the number of workers due to greater
resort to night shift is in the neighbourhood of 10 per cent. both in
Bombay and Ahmedabad.

91. The recent increase in night shift working is, by admission, in
response to the growth in the demand for cloth that took place in the
latter half of the year 1937. Mills have resorted to night shift, even in
times of depression, to reduce the overhead charges and to lower the
working cost. But while it is acknowledged that night shift working
results in appreciable gains, it is difficult accurately to assess the benefit
that hss been derived by the industry from the increased night shift
working of the past few months. Apart from the advantage that accrnes -
from the saving in overhead charges and in the working costs, there is
the additional advantage conferred by the increased production that
results. Particularly, in times like the present, when the larger volume-.of
goods that is turned out finds ready markets, the additional margin that
18 earned on such production is an important factor in estimating the
increased profits, Again, in Bombay because of the increased
consumption of electricity there is a saving in power charges per unit.
The continuous working of mills also results in some saving in
fuel charges even where coal is used. Lastly, in both the centres,
with the rapid consumption of raw material and the equally rdpid
disposal of manufactured goods, that were the features of the second
half of 1937, the incidence of interest charges should have gone down.

Taking all these factors into consideration, we estimate that the results
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for the second half of 1937 should have been substantially better than
for the fjrst half both for Bombay and Ahmedabad. In Bombay,
the gain will be substantial enough—it will not be very wide of the
mark to observe—to wipe off the loss of Rs. 22°38 lakhs for the
year as caloulated on the basis of the consolidated statement for the
first half of 1937 after providing for full depreciation even on the
income-tax basis. For Ahmedabad the betterment may be estimated
approximately at two-fifthy of that secured in Bombay. *

no-l Bk B 50—
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CHAPTER VI
Profit Margin

MANUFACTURER'S MARGIN

| .

92. While it is comparatively easy to indicate that conditions in the
cotton textile industry have improved considerably during the past
15 months, a quantitative measurement of the extent of the improve-
ment presents numerous difficulties. We have attempted in the foregoing
chapter, chiefly with the help of information regarding the financial
results of the Bombay industry during the first half of 1937, to measure
the extent of the improvement in the trading position of the industry
during that period. We have also indicated that additional gains are
likely to result from greater productive activity and greater employment
on night shift during the succeeding six months, The major part of the
improvement in the industry at the present time is, however, due to
an entirely different factor. The large gains which; labour contends
are accruing to industry at present, are, in the main, due to the
widening of the profit margin in industry as a result of the fall in the .
price of cotton. It is obvious that, in calculating the extent of this
margin, we cannot but proceed very cautiously. At the same time,
an adequate discharge of our term of reference pecessitates some
quantitative evaluation of the effect of the price fall on the margin
of profita.

93. The difference between the price of a unit of cotton, on the one
hand, and a unit of cloth, on the other, can, under certain conditions,
be regarded as an index of the margin of profits in the cotton
fextile industry. The nature of this index and its limitations
are made clear in the following quotation from a recent U. 8. A.
publication. The author in dealing with the marginal index most
commonly used in the U. 8. A., “ the grey goods replacement margin ”,
observes : “ For short-term periods there is & general inverse correlation
between the price of cotton and the grey goods replacement margin.
This would normally be the case when the price of cotton is
falling, and, owing to general firmness in the grey goods markets, cloth
prices do not decline =s rapidly, and wice versa. Actually this
correlation is much less definite than might be supposed, owing to the
great number of outside factors which influence the action of the cloth
market in addition to cotton prices. As an index of earnings, the
manufacturer’s margin needs to be qualified in several Important
respects, &8 it is simply the gross return after deducting the value of
cotton used. Consequently, for short-term comparisons, from one
year to the next, for example, it is satisfactory. For the establishment
of long-term trends, however, allowance must be made for changes
occurring in the various component costs other, than raw mateial costs,
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such as labour, supply and power costs, and local and state taxes . *
In Indig, we have no standard cslculstions of such margins. For
our present purpose, however, this need not act as a serious handicap.
For, what we have to determine is not the extent of the margin, but
merely the extent to which it has widened during recent months on
account of the fall in the price .of cotton. Assuming any given
manufacturer’s margin at which the normal trading profits during 1937
were being made, we need merely to ascertain the further widening of this
margin which was brought abo® by events subsequent to August 1937.
So long as the other elements entering into the cost of production of
cloth remain the same, and the level of cloth prices remains stable,
the fall in the price of cotton would be fully reflected in the margin of
profits. As the other elements of cost are not likely to vary to dny
cotsiderable extent during the period which we are considering we think
that it would not be unsafe to base our calculations regarding profits
on the movements of cotton and cloth prices.

Corrox Prices

94. A quantitative measurement, of the results of the fall in the price
of cotton presents certain difficulties. In this Province, thére are
several centres of the industry, each with its different methods of
buying cotton and of selling cloth. The type of cotton purchased
also varies from centre to centre. The three main questions with which
wo are faced here are (z) the extent of the fall in the price of different
varietiea of cotton, (b) the length of time over which the price fall
would be maintained, and (¢) the extent of operations over which the
effects of this price fall would be available to manufacturers.

95. Ithas been contended by the millowners that they were unable, for
a nuniber of months after the price fall began, to reap any benefit from.
it as they held considerable stocks of raw cotton, purchased at prices
ruling before the fall in the price of cotton. - Through the courtesy of
the Indian Central Cottor Committee, we have been supplied with
figures of the stocks of raw cotton held on 3lst August 1937 by mills
in the major centres of the textile industry in this Province, For
purposes of our calculations, it may be granted that these stocks
represented cotton purchesed before the price fall began in August.
From these figures we find that the stocks held on 3lst August 1937
tepresented roughly 29 per cent. of the receipts of cotton by mills
during the previous twelve months in Bombay, 23 per cent. in Ahmedabad
and 37 per cent. in Sholapur. Assuming that the average monthly

* Kennedy, Profits and Losses in Textiles, 1936, page 124.

The International Labour Office, The World Textile Industry, Volume I {1037),
page 1569, has the following :— '

* The mill margin, or the difference between the cost of the raw material required
to make up & given quantity of cloth, and the eelling price of that esme volume of
oloth, is one of the basic financip! factora in textile manufeoturing. It is the mill
margin ‘which eupplies the fund out of which the textils entreprencur pays for

Inbour, power, administrative expenses, taxes, depreciation, eto., and from which he

iakes the net profite, if any,”
ol Bk B §0-{a
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consumption was the same as in the previous 12 monthly period these
stocks would be equivalent roughly to 3}, 2} and 4} months’
consumption respectively. In view of the much greater productive
activity in recent months, however, the above calenlations may have
to be slightly modified. It may therefore be assumed that these
stocks would have met the cotton requirements of the mills for
& period of, subsequent to 31st August, three months in Bombay, two
months in Ahmedabad, and four months in Sholapur. These estimates
are obviously very rough, and they dognot mean that- during these
months the mills abstained from making purchases of cotton. In fact,
the information beforc us shows that considerable purchases—of
forward and ready cotton—were made by mills during the closing
months of the last year. So long, however, as the millowners
manufactured goods out of cotton in stock on August 31st they did
not reap the extra profit due to the recent fall in the price of cotton.
The figures of stocks of raw cotton held on 31st August are, therefore,
useful in indicating the period from which this extra profit would begin
to accrue to the industry in any centre. This consideration has,
however, no importance if we assume that the existing low level of
cotton prices will last for the whole of the present season. In that
case the carry-over from the purchases of the previous season into the
present season will be balanced by the carry-over of the purchases
of the cwrrent season into the mext cotton year.

96. We have not sufficient information to enable us to determine the
extent to which the mills have already made purchases of cotton. We
have been told that financially weak mills profited the earliest from
the fall in price as they do not carry large stocks of cotton. On the
other hand, the financially strong mills, though they may carry large-
stocks, are in a position to make forward purchases on an extensive
scale. The extent to which cotton is purchased forward also differs,
for various reasons, from centre to centre. It is not necessary for our
purpose, however, to enter. into these details of purchases. For
we base our calculations on the assumption that the level of cotton
prices will continue to remsain depressed during the whole of the
current season. ‘

* 97, The following extracts from a review of the prospects of the
cotton season 1936-37 express adequately the grounds on which the
foregoing assumption may be made :— -

** Unlike laat year, which was marked by a general anxiety during July and August
owing to drought, the orop this yesr had an excellent start and, until now, there has been
1o major complaint from sny cotton district. In short, the prospects for the growing
crop in India are regarded as normal. . . . Acoording to the Burean report issued in
October the U. 8, A. promises a bumper crop of over 174 million bales this season with
& record yield acre, The crop prospects in Egypt, Russia, Brazil and China are
oqualiy cheerful. ... In other words, the position Iast year was that the world
production of the raw material was equal to consumption and there was no longer the
problem of excessive supply. - . . The aituation, however, is changed now, and
undoubtedly, the supply is in excess of copsumption. . .. ’ I

While all the cotton markets of the world are in & depressed state, Indian cotton finds
iteelf in peoulisrly more unfavcurable ciroumstances. Although the total supply of
Indisn cotton, including the growing orop, is about normal, the ofi-take prospects are
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not cheerful, Last season, axports of Indian cotton amounted to 4,325,000 bales,
During the current season exports to all outside copntries are likely to dimini In
Japan, itfports of raw cotton are permitted only under the system of licenses. The issue
of licensea will depend mainly upon the available supply of foreign exchange. Even
otherwise, Japan should be expected to curtail her cotton textile production in, view of
the faot that the entire economic system in that country is now placed on ‘s war baais.
While opinions differ as to the total number of bales that Japan may take from India
during the current season, all are unanimous that her takings will be much smalier than
last year. In the case of Germany and ltaly, the ability to pay for importa has definitely
detariorated, Exporta of Indian cotton to Great Britain are not likely to be better than
last year because American pricea are lower in parity and, besides, the Lancashire
maochinery is not capable of using more Indian cotton. Quite apart from individual
difficulties of the principal foreign buyers of Indian cotton, the faot should be recognised
that, at present, Indian prices are substantially above their normal relationship with
Amtla;::cana. In other words, Bombay happens to be the dearest cotton market in the
wor| . ..

It i» sometimes arguned that in view of the imoressed activity of the Indian
mills owing to the Sino-Japanese hostilities, the comsumption of raw cotton in
Indis wou!ld inoreass. While a general increase in consumption is expected, it is felt
that the incresse cannot be enough to make up for the deficienay in exports. More-
over, the current dearer parity price for Indian cotton should lead to larger imports of
foreign growths, and, in fact, it is reported that large quantitiea of actual American
cotton have already been bought on Indian account for shipment. Therefore, present
indications point towards a large carry-over of Indian cotton at the end of the current
scagon, and henoe, under the mere weight of supply, the Indian market cannot be expected
to recover appreciably, especially if the sompetition of Americans continues.””*™

98. This estimate of the prospects of the current season was formulated
towards the end of October 1937. The situation as portrayed therein
. has not ‘changed in any important particular during the last three
months. Indian crop reports continue to be favourable, foreign demand
for Indian ootton is not yet active and Indian cotton prices are a little
above their normal relationship with those of American cotton. Only

- & failure of the Indian cotton ¢rop on a large scale or phenomenally
large purchases of Indian cotton by the Japanese or some other equally
improbable event can lift the Indian cotton market from its present
depressed condition. The basis of our calculations for the widening of
the profit margin is the extent by which the level of cotton prices in
the 1937-38 cotton season is lower than the level of cotton prices for,
say, the two previous seasons. It is not, therefore, mecessary for our
purpose to ascertain whether the opportunities presented by the marked
price recession during the last few months were fully availed of or not
by all the mills,

93. Wenow proceed to caloulate the extent to which the level of cotton
prices of 1937-38 was lower than the levels obtaining in the two previous
years. The prices of Broach cotton are the ruling' factor in the Bombay
market and affect the prices of all other varieties of Indian cotton. Apart
ﬁ"om F. G. Broach, there are two other hedge contracts in which con-
siderable transactions take place in the Bombay market. They are
F. G. Bengals and Fine Oomra. These three contracts together do not
cover all the varicties of Indian cotton but they are the only three active
contracts. Spot rates are quoted for a very large number of varieties ;
but even here the spot rates for Broach, Bengal and Oomra are held to

“Im;il: Cotion Review for the acason 1936-37, Chunilal Mehta & Co., Ltd., Bambey,
pages i-y. ‘
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~bethe most important. The Ahmedabad industry consumes from among
* Indian cottons chiefly Broach cotton and Dholleras, the latter being
. included in the Broach class. The most important varieties consumed
by the Sholapur industry are Barsi-Nagar and Hyderabad Gsorani;
,and thege fall in the Qomras class. The Bombay mills spread their
purchases over a much larger number of varieties of Indian cotton than
mills in other centres. A majority of these varieties are, however, to be
found among those tenderable against either the Broach or the Oomra
contract. We are advised that the prices of Broach and Qomra cotton
will correctly indicate the course of the prices of Indian, cotton
. consumed by the industry in the Bombay Province. We confine our
study of cotton prices to prices quoted in the Bombay market, because
. these constitute the major influence in determining prices paid in the
~ other cotton markets of the Provinee.
.100. Large quantities of foreign cofton are also consumed by the
‘industry, especially in Abmedabad and Bombay. The receipts of foreign
" cotton at the mills formed 36°9 per cent. of the total receipts of all
“ecotton in Ahmedabad during the years 1934-35 to 1936-37. The
corresponding figure for Bombay was 204 per cent. and it was only
9°B per cent. in'Sholapur.

'101. Among foreign cottons the most important are the East Africans ;
they accounted for the bulk of foreign cottons consumred in the Bombay
.and Ahmedabad mills during the last three years. Next in importance
“are the Egyptians. There are & number of important varieties of East
African cottons. We were advised that the prices of one of these—
Kampala -A, R.—would faixly represent the trend of prices of East
African cotton as & whole. No similar standard quotation of any’
Egyptian variety in the Bombay market could, we were told, be
indicated.

102. Wegive below the data on which we base our conclusions regard-
ing the 1937-38 level of cotton prices. The data comprise the hedge
oontract and spot rates for Broach M. G. and Qomra Fine cottons, and the
'8pot rates for Kampala A. R. cotton on the Bombay market for the cotton
years 1935-36 and 193637 and for the months September 1937 to January
1938, The data thus available to us for a comparative study of price
levels are the quotations for two entire previous years, on the one hand,
and on the other hand, those for the hedge contract rates and the
Eampala spot rates for five months of the current year and the spot rates
for Oomras for three months: We have also worked out quarterly averages
‘to facilitate comparison. The monthly and the quarterly figures
show the considerable fluctuations that take place in prices within any
cotton year, A comparison of the price quotations of a part of one year
"with the complete set of figures for other years would, therefore, leave
‘room for a considerable margin of error. Nor can we take it for granted °
that the price quotations of the eatlier part of a year necessarily bear
a certain relation to prices that may rule during subsequent months.
Even go the uniformly low level of the hedge contract rates and the
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Kampala prices and the low level of the spot ratea for Oomras, in spite
of thg fact that the arrivals of this variety in Bombay were, till the end
of January, much smaller than during the same period in the previous
yesr, point to & definitely depressed condition of the market. ‘These
price statistics, read in cobjunction with the considerations regarding
future prospects set out above, make it difficult to resist the conclusion
that the Indian cotton market will continue to remain depressed during
this year. It is further proper to hold that the average level at which
prices will rule during this season is indicated by the course of hedge
contract rates for the past five months. The data can certainly be used
for arriving at a general estimate though they may not lend themselves
to etact mathematical calculations. A study of these price quotations
thus leads us to assume that the average price level for Indian cottons
for'the year 1937-38 will be at least a fifth lower than that of the two
previous years. As an estimate of the prices at which cotton will be
available to mills we consider the above estimate to be a fairly conserva-
tive one. The estimate is conservative, especially in view of the fact
that the mills have had considerable opportunities of effecting forward
Purchases at much lower prices during the last few months. A necessary
element of uncertainty regarding future conditions must, however, be
set off against this consideration. We, therefore, consider it fair to esti-
mate that the price levels for Indian cottons this year will rule about 20
per cent. lower than in previous years. Estimates regarding the prices

of foreign cottons need to be made even more cautiously. Previous . |

years disclose larger variations in these prices than in the prices of Indian
cottons and the somewhat higher parity of Indian cotton may result
in rendering their price level firm. - The absence of & forward market in
these cottons in Bombay must also be taken into account. On weighing
all these considerations we think that it will be fair to estimate their
average price level for this season as being about 15 per cent. lower than
the level of the previous years. We may make it clear that our calcula-
tions do not represent statistical forecasts of price levels ; they are only
estimates of the total advantage that the industry will obtain a8 a result
of the cotton purchases of this season compared with previous seasona.
As such, we believe, they will be found to be fair and reasonable.



TasLe XXVII

" Table* showing the Monthly Highest and Lowest Rates
Hedge Contract Rates

(In ilnpees per Candy)
1935-36 1936-37 1937-38 ‘
F. G. Broach. FPine Oomra. F. . Breach. Fine Qomra. P. G. Broach. Fine Qomra.
Months. - :
H L H L H L H L H L H L
April-May. Dec.-Jan. April-May. Deo.-Jan. April-May. Deo.-Jan.

Beptember 208 191 188 170 222 210 109 187 101 171 173 151 -
October 219 208 200 1890+ 294 217 200 . 104 169 154 149 135 )
November 220 214 211 194 220 218 201 196 186 155 151 138
December 226 217 208 198 231 218 211 197 173 161 159 145
Janusry . 222 T 198 203 185 231 226 200 202 178 168 162 152

- . March, Mareh.
February 199 187 183 170 220 220 211 202
March 198 187 182 169 252 227 238 208 .e

' May. May.
April 204 195 180 180 251 225 240 212 . -
May 201 187 180 184 238 227 231 216 .

July-Aug. July. July-Aug. July.

June . 223 211 208 193 240 222 234 214 "

Jug | 22 222 219 202 218 102 212 192 ;

g Deec.-Jan. Deo.-Jan.

Auguet . 229 220 107 188 195 178 193 172 ..

A e e £ 1 Lt nn



TapLe XXVII—eonid.
. Spot Rates
{In Rupees per Candy)

193536 1636-37 1937-38
P.G. Fine Kampals . Q. Fine l Kempsla F.G. Fine Kampala
- Broach, Oomrs. A, K‘. Broach, Oomra. A. R. Broach. Oomra. : .
H L H L H L H L H L H L H L H L H L
Boptember .. 221 20| .. .. 346 3821 | 228 224 .. 358 848 | 17T 1M} .. . .. 368 332
October .. e e es 358 846 | .. .. o 378 880 | .. .. o4 . 320 312
November .. o o 226 218 860 848 . . 207 200 | 374 369 . . 154 154 | 812 302
December .. e e 220 200 | 369 862 | .. .. 214 201} 88 378 | .. .. 181 151 307 208
Janoary .. e 210 184 | 366 328 | .. .. 212 205) 388 378 | .. “ 168 153 | 316 3508
February .. 191 188 188 175 | 324 306 | 227 219 | 214 204! 376 366
March 200 188 188 174 | 813 807 | 262 226 ( 241 210 451 373 .
April 207 108 | 1193 1.86 837 817 | 251 228 242 214 | 448 415 .
May . 207 200 106 188 | 337 825 | 240 228 237 217 | 488 4l0
June 224 211 | 213 108 | 350 343 | 240 222 236 216 441 41l o
July 248 223 | 224 205 | 363 845 | 218 198 | 213 186 | 407 383
Avgust . 230 221 | 206 206 | 346 838 | 197 176 | 188 188 386 364 .

*Compiled on the basis of figures published or supplied by the East India Cotton Association.

8L



TABLE" XXVIII

Quarterly averages of Rates of Cotion (Raw)

(In Rupees per Candy)
Hedge Contracts. Spot Rates.
—_— K.t:‘m!gh. Remarkes,
Broach Domra Broach | Qomra AR 2 .
" | Fine. | F.G. | Fine.
September to November 19356 214 196 215(a) 223(b} 352 {a) September 3rd to 14th; (b) November 22ud
' . ~ to 30th. . .

Pecember 1936—February 19368 . | 207 189 190(c} 196 340 (¢) February 25th to 28th.

March—May 1936 L 198 183 200 188 325

June—Augurt 1936 224 201 225 210(d) 347 (d} Up to 8th August.
-~ Beptember—November 1836 218 196 225(e} 203(f) 364 (¢) September 1st and 2nd only ; (f) November 4th to

”:__; . end, o

December 1936—February 1937 225 205 223(g) 208 377 (é) From February 8th to end.

March—May 1037 238 226 238 ‘228 424

June—Aagust 10377 .. " 209 202 208 212(h)| 400 | (B) Up to 2nd August.

September—November 1937 . 168 150 176(k) 154(D) 826 (¥) September lat to 4th; (/) 30th November.

Decomber 1937 and Janusry 18381 170 153 . (m) 167 306 (m) No quotation.

*Compiled on the baaia of the figures published or supplied by the East India Cotton Association.
tTwo monthly averages only.

T

i)



18
PricESs or CLOTE AND YARN

1037 We may now consider the other aspect of the profit margin, that
is, the price of cloth. The Calcutta and the Bombay wholesale index
numbers both contain a group index number for the prices of cotton
manufactures. ‘The Calcutta group of cloth price quotations consists
almost entirely of quotations for varieties of imported cloth. That index
number is, therefore, not suited to our purpose. The Bombay cotton
manufactures group index is in this respect better constituted. Even
that group index, however, contains some quotations for imported varie-
ties ; it was also compiled many years ago and is‘not capable of reflecting
fully the present cloth market conditions. We have been supplied with
some figures of prices of different varieties of cloth that obtained in
Sholapur and Ahmedabad during various months of 1937. We do not,
however, know the extent to which the prices of these varieties represent
cloth market conditions in these centres ; we do not also know whether
these varieties are standardised and whether the price quotations have
been obtained in a uriform manner. Some individual mills in Ahmed-
abad have also supplied us with figures of the average price obtained by

.each of them for its total cloth sales for the different months of 1937.
Most of these figures, of average price realised from cloth sales, show a
uniform tendency for cloth prices to rise during the first half of the year ;
from the imiddle of the year they decline a little, but at its end maintain
a Jevel higher than at the beginning. We cannot, however, use these
figures as indicating the trends in the cloth market. They represent
average prices of the total cloth sales of each individual mill for each
month. The composition of the total cloth sales would necessarily differ
from month to month ; for this reason these average figures are mutually
not comparable. We base our conclusions, therefore, mainly on the
price quotations for cloth published fortnightly by the Bombay Mill-
owners' Association. The quotations are for the prices of standard
varieties of drills, dhoties, long-cloth and shirtings and have been
published regularly for a series of years. The most important recent
trend revealed by these figures is for the prices of drills, long-cloth and
shirtings to slag a little and for the prices of dhoties to rise. We bave
had prepared an index number of these price quotations in order to obtain
an accurate idea of the total effect of the various price movements. The
index is & weighted index ; the weight given to each quotation is calculated
according to the proportion that the production of each variety
of cloth which the quotation represents, bears, in the particular period,
to the sum of the production in that period, of all the varieties for
which the price quotations are available. As production figures for
long-cloth and for shirtings are not separately available, these two quota-
tions have been combined and the weight of the appropriate production
figures attached to this combined quotation. Production figures for
the last four months of 1937 are not yet available. The index number for
these four months has, therefore, been weighted according to the average
production of each variety during the first eight months. We have thus
exercised all the necessary care in the preparation of this index number ;
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and it may be taken to represent fairly the trend of cloth prices In
Bomba} —_—

: TasrLe XXTX
Composite weagkted Index Numbers af Cloth Prices per Pound, 1933-1937.

{Base 1933 100)

833 .- . 100
934_. - . 99
935—
January-March .. . 99
April-June . .. 97
July-September.. - . 96
October-December . 95
936—
January-March .. . 94
April-June .. - 93
July-SBeptember.. - .. o3
October-December " 82
037—
Ja!l:)uary . . 04
February o 94
March R . 94
April .- . 06
May .. . 97
June .. . 97
July ) . . 08
August .. e 28
September . - 97
October . . 86
November . . 96
December o 96

104. The index number points to a continuons decline in the prices of
cloth from 1933 till the lowest point was reached in the last quarter of -
1936. It then rapidly moves forward to a high point in May and June
1937 ; from this high level it declines by a point and.remains at this
shghtly reduced level for the rest of the year. The index number for
December 1937 thus stood at a height above that for 1936 and for the
Iast quarter of 1935 and at a level equal to that of the third quarter of
1935. It reveals no downward trend in cloth prices in recent months.
These data lead us to the conclusion that cloth prices have so far
in the current year been above the level of prices for 1935-36 and
1936-37 and that it is unlikely that the average prices obtained for
cloth for the whole of the current season will be lower than the averages
" of the two previous years.

106. Some reference may be made in this connection to forward sales
of cloth effected by the mills. We have been supplied by the Sholapur
millowners with definite information regarding such sales. The figures
which represent the total forward sales by all the mills together, show
that on 23rd December 1937 these mills as a whole were sold in advance
to about three months’ production capacity. Exact information of
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this type is not available for other contres. We have, however, been
advised that a number of Bombay mills have made forward sales extend-
ing in 8mme cases to as much as aix months ahead. We were also told
that dealers might have entered into forward contracts for even a longer
term, but that the millowners themselves did not think that forward
sales for a longer period were in their interest. We were advised that
forward sales would not amount to-more than two months’ production
in Ahmedabad. The comparatively small extent of forward sales in
this centre was, we were told, due to the radically different character of
its sales organisation, it being the usual practice in that centre to sell
cloth from week to week and from day to day.

106. On a priors grounds the cloth market should have received
a setback in August last on receipt of the news of the fall in
the price of ootton. Ordinarily, a pronounced fall in the price of
raw materials should lead to expectations of a fall in the prices
of the manufactured goods and the immediate reaction of the traders
would be to hold back, waiting to take advantage of the reduced
prices. Such a movement, however, did not take place in the Indian
cloth market either immedistely or after an interval. This
indicates that demand for piecegoods has been active and that
informed opinion in the piecegoods market does not expect cloth prices
to follow the trend in the price of cotton. The maintenance of the low
level of stocks of cloth referred to in a previous chapter, strengthens
the same conclusion. Wae are, therefore, justified in holding that mills
do not find any difficulty today in disposing of their inoreased production,
-~ at existing prices and it is unlikely that they will experience such difficulty
in the near future.

107. In its evidence, the Bombay Millowners’ Association laid
considerable stress on the likely effects on cloth prices of the
heavy importations from Japan during the last quarter of 1937. The
Association also placed us in possession of certain reports regarding
- special efforts planned in Japan to stimulate these imports. It is not
possible for us to enter at any length into this question. We shall
content ourselves with only two observations. Firstly, a country
exporting goods under & quota restriction has ordinarily no incentive -
to depress prices unduly. Secondly, though the imports from Japan
reached an unusually high level in October 1937, they do not yet seem
to have had any depressing effect on the prices of cloth in India. -

108. It is necessary to say a few words about the price of yamn.
The data are not so easily available nor can they be definitely
interpreted in this case. It is, in the first instance, difficult to
ascertain the proportions, of yarn consumed in the weaving sheds and
of the yarn sold, to the total mill production of yarn. The
fluctuations in the prices of yarn will affect only that portion of yarm
production which is sold. ¥igures for 1936 and 1937 supplied tous
by the Sholapur mills show that approximately a fifth of the total yarn
production of Sholapur was sold, four-fifths being consumed in the
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weaving sheds. Of the three major centres of industry, Sholapur sells
the largest proportion of its yarn production. Im Bombay, it will
perhaps be safe to put the proportion of yam sales to production at
about one-sixth. In Ahmedabad sales of yarn are in negligible
quantities. For lack of data again, we cannot ascertain the proportion
of the proceeds of the sales of yarn to total realizations. A rough
estimate would, perhaps, be 15 per ecent. for Sholapur and 10 per cent. for
Bombay. The same lack of data which makes it difficult to assess the
importance of yarn sales in total realizations makes it even more difficult
to compile an index number of yarn prices. Beyond the statement that
most sales are for counts below 20s, for which we have the suthority of
the Tariff Board*, we have no information about the distribution of the
total yarn sold, among different counts. It becomes, therefore, impossible
to compile a proper weighted index number of the price of yarn. We have
bad, in the circumstances, to prepare an unweighted index number. For
the preparation of this index number we have taken into account the
prices of the following counts of yarn 103s, 20s, 32s, and 60s.

109. Yarn prices show much greater fluctuations than the prices of
cloth and seem to follow much more closely the variations in the price of
cotton.. Our nnweighted index number in the table below brings out
the fluctuations. It further shows a fall in the prices of yam during
the last quarter of 1937. But even so, the prices in December 1937
are two points above the average price for 1935-36 ; they areat the
same time 2 to 3 points below that of 1936-37. This means that if
prices remain at about the same level as in December 1937—an
assumption indicated by the course of prices in January—the
average realisations from yarn sales would be about. the same as in
previous years. For the industry asa whole, realizations from yarn
sales form a very small proportion of total realizations. Even in
centres where yarn sales are of importance, quite a considerable further
fall in prices will be necessary before the margin of profit is materially
affected. Looking to the comparative unimportance of yarn sales and
to the fact that yarn prices are even_today on a fair average level,
we consider that it is unnecessary for us to take account of this
factor in our calculations :— '

Tasre XXX

Unweighted Index Numbers of Yarn Prices per Pound, 1933-1937
{Base 1833=100)

1933 . .. 100
1034 .- . 89
1636—
January-March . 113
April-June o - ilo
July-September s 109
Qotober-December . 112

- - * Indian Teriff Board Reporb, 1032, page 38,
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. TasLE XXX —contd.

»w 1936— -

January-March .. .- 106
April-June v . 104
July-September C 103
Qctober-December -~ .. 102

1937—
January ‘e .o 108
February .. .. v 110
March et v 112
April .- . 115
May e . 118
June . A ¥ |
July IR o 114
August .. .. 11
September - . 111
Ootober . . Ry
November T . ‘109

* December . e 108

ComMoniTy PRICES

110. We must, in this connection, also examine the course of prices
of agricultural commodities and other raw materials. It has been
argued tbat there is a definite downward trend in the prices of
all agricultural products and that this will soon be reflected in the
conditions of the cloth market. The Indian countryside constitutes
the most important single source of demand for the products of the
Indian cotton textile industry and any slump in agricultural prices
will react unfavourably on the fortunes of that industry. We cannot,
however, read in the price data available to uws any signs of such
a general slump. There is no doubt that there has been a distinet
fall in the prices of certain commodities. Prices of raw materials,
in gengral, have further not been able to maintain the high level that
most of them attained during the first quarter of 1937. They are,
on the other band, mainteining a level distinctly above that reached
during the years of depression.” The composition of the various groups
of raw materials in both the Calcutta and the Bombay wholesale index
numbers is not very satisfactory. They may not thus be very safe
guides in this matter. Yet they serve to bring out the general character
of the movements during the last two yesrs. '



TabLg XXXI '

Index Numbers of Wholesale Prices in Bombay cmd Calcutta by Groups
(Pﬂoes in July 1914= =100)

Bombay.* Caloutta.}
Period. Other | o | AN Other | i1 | gupe | Hides | Al
Cercals, | Pulses. | food Seeds Com- | Cereals, | Pulees. | food seeds Raw and Com-
graine. * imodities grains, i Skins. | modities,

1914 End of July . .e 100 . 100 100 100 100 100 100 100 100 100 100 100

1933 Annual Avemge . .- B84 Kk 144 63 " 98 a6 84 L 74 41 59 87

1934 " ” ) . 77 73 140 a6 95 69 84 a7 92 1) 61 89

19356 v 82 78 141 95 99 75 86 101 107 &0 50 9%

1938 lot Qunmrlyh Avomge (J anu- 79 75 123 95 85 78 8 107 100 54 76 1
ary to

1938 2nd ?uartarly Average (April 77 70 119 97 L1 78 5 113 08 50 65 )1
to June) . .

1036 ad Quarbu;rly Average (Julyto] 85 5 124 98 97 79 il 105 104 45 68 91

tem ber)

1938 4th Quartuerly Average (Octo- 89 78 124 88 88 81 78 112 103 61 76 93
ber to December).

1937—January ae . 97 " 82 127 88 104 81 93 113 108 51 86 a8
February .. . 85 76 128 88 103 79 92 115 109 b2 83 89
March .. . 100 86 136 101 110 78 " 84 111 110 54 83 100
Avpril e . .96 85 139 100 108 79 84 118 114 62 84 103
May .- . 29 86 141 101 109 78 86 . 120 ils 63 83 103
June e . 92 84 141 100 106 75 87 123 114 BT 81 ‘102
July ‘e . 06 87 141 100 106 78 90 126 120 57 79 104
-August . . 23 87 142 W00 106 78 89 129 119 56 81 105
Beptember ‘e ‘e 04 87 139 100 108 78 90 132 120 66 81 104
October B . 93 856 143 97 105 78 80 137 117 58 T8, 105
November . . a1 85 152 a5 106 74 20 137 114 63 74 103
Deacember . . .92 86 146 97 104 72 92 136 118 b0 74 102

*Figures taken from the Labour Gazeile.
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111. It would take us too far out of our proper sphere if we launched
on & discussion regarding the recent trend of these prices. We may,
however, express briefly our view of the present situation in this regard.
We do so with a due sense of the limitations and uncertainties involved.
It seems to us that a pronounced fall has come about this season only
in a few major commodities, chiefly in raw cotton and ground-nuts.
Even after the fall, the prices of ground-nut maintain a level much .
higher than the depression level. On the other hand, some products
like linseed stand above the level, even of the latter part of 1936.
In several other products, such as wheat, rice and jute there have been
recessions, yet their prices still keep well above the depression level.
There is thus no evidence of an all round decline. There are also no
indications of a general pature which would raise a presumption in
favour of such a decline. It should be realised that the movement of
prices during the last agricultural season, especially during the first
quarter of 1937, was essentially of a temporary character. The sudden
upward movement in the demand for raw materials sent up their prices
-too high. A natural reaction is being experienced this season. This is,
however, not a sign either of a falling off in the demand for agricultural
products or of the beginning of a slump in agricultural prices.

112. Indices of productive activity in the country representing indus-
trial and mineral production are also on the upward grade. Demand for
cloth from urban and industrial centres should, theiefore, continue to
rise. Abroad, there have been talks of a slackening of the pace of
production and of small recessions follawing boomlets ; but the statisties
of production and trade continue, in most important countries,
to maintain a high level. No indications are forthcoming to show
that the demand from industrial markets for raw materials will slacken
to any considerable extent in the near future. -Barring the element of
" political uncertainty, which overcasts the entire horizon, there appears’
to be no impediment in the way of the steady progress of
economic recovery. We conclude that though in individual commodities
a price fall—which may have some repercussions—has taken place,
no general decline in the prices of raw materials is indicated and that
Indian and world economic conditions do not suggest the possibility
of such a decline.

WimENInG OF PrOFIT MABGIN

113. The extent of the fall in the price cotton thus clearly
points to a substantial increase in the manufacturer’s margin.
The distribution of the total cost of production among its various
component parts, as shown by a study of the consolidated balance
sheet presented by the Bombay Millowners® Association for 1936,
has been giver in & previous chapter. The financial statement
submitted by the Ahmedabad DMillowners’ Association does not
contain the details necessary for making a similar apalysis. It is
not, however, necessary for our present purpose to have exact
percentages and we adopt as a working hypothesis the following

wo-I Bk R 50—6
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distribution of the average component costs* for the mill industry of
this Province :—

Cotton .. . . . 50
Wages .. . .- .., 22+5
and 25
Salaries . .. .. o 25
Others : ’
. Power, Fuel, Stores, Depreciation, Interest
Commission, Taxes, Profits, ete. .. 23

We shall use this distribution only for the purpose of noting what the
various cost elements are and for very roughly indicating their compara-
tive magnitude. Itis clear that raw materials and wages are overwhelm-
ingly the most important elements in cost, and it is chiefly the variations
in these two that affect the manufacturer’s margin of profit. Even
considerable variations in expenditure on other items will only slightlv
affect the margin.

}M4. We shall now estimate the extent to' which the margin “will
widen in 1938. We begin a consideration of this question with
the level of profits obtaining during the latter half of the

“year 1937 as our starting point. An estimate of this level will
be found in the chapter dealing with the financial position. In
that chapter we have arrived at the conclusion that the working of
the year 1937 will without allowing for any advantage that may accrue
from the fall in the price of cotton enable the Bombay industry to earn
reasonable depreciation charges and to declare fair dividends. In reach-
ing this conclusion we have also allowed for the recent rise in the prices
of stores etc. What are the likely variations in items of cost other than
cotton and Jabour during the year 1938 ? Power and fuel charges are
unlikely to increase in Bombay, but it has been suggested to us thata smali

.increase in the cost of coal in other centres may take place during 1938.
Prices of some of the materials included in the item stores, etc., may
also increase further during the present year. There are no indications
that conditions in the money market will be less easy during this year
than they have been in the past; no addition to the proportionate
incidence of the interest charges need, therefore, be expected. With an
increase in the volume of business the amounts of commissions may
increase, but hardly their proportion to cost per unit. Depreciation we
bave already discussed in detail and allowed for adequately. The main
allowance for an increase to be made during 1938 will be for a possible
increase in the prices of coal and of some of the stores consumed. If stores
represent 10 per cent. of the cost of production, even an over-all 10 per
cent. increase in their prices will affect the total cost only to the extent
of 1 per cent. We, therefore, consider it fair to put the possible
increment in cost elements due to factors other than raw materials and -
labour during this year at between 1 and 1'5 per cent. of the total cost.

115. The estimates of additional profit due to the fall in the price of
raw cotton will vary from centre to centre in proportion to the consump-
tion of Indian and foreign cotton in the preceding years. We deliberatelr

*This is roughly the distribution shown by the Bombay Millowners' Association
consolidated balance sheets for the yoars 1935 and 1936.
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say preceding years, because any substitution of foreign cotton for
Indiag during the current year will be the result not so much of the
needs of production as of .the price relationship in favour of foreign
cotton. More American cotton may be bought not because the
-character of the production requires it (this is evidenced by the very
small consumption of American cotton in the last two or three years)
but because the advantage to be obtained from its purchase is even
_ greater than the advantage obtained from the purchase, as in former
years, of Indian cotton, Purchases of American cotton may thus be
said to represent even an extra source of profit, which, however, we
shall ignore. In Ahmedabad the proportion of foreign cotton to total
-consumption of cotton has in some years been as high as 2/5th; in
Sholapur it is usually 1/10th. 'Assuming that the price of cotton
-accounts for half the total cost of production and calculating the widening
of the margin on the basis of a 20 per cent. fall in the price of Indian
-cotton and 15 per cent. in the price of foreign cotton, we find that this
widening amounts to 9 per cent.of the cost of production for Ahmedabad,
"9°b per cent. for Bombay and 9°75 per cent. for Sholapur. For the
Province as a whole, the average reached would be a little over
'9'3 per cent. We reduce this percentage by 1°3 for meeting
as indicated above, a possible increase in the other elements of cost.
This leaves us with a net widening of the profit margin by 8 per cent.
116. ‘The assumptions involved in the calculations of the widening of
the profit margin may be restated. They are that the average price
&t which cotton will be available to the mills in the cotton year 1937-38
will be equal to the average price obtaining for Indian and foreign
cotton during the months of December 1937 and January 1938. In view
-of the general depressed condition of the Indian cotton market, the
large forward purchases that have slready in all probability been made
by the mills at rates even lower than those for these two months, and
the considerable spot purchases that are going on at current rates,
our assumption is, we believe, fair, We have, it oay be reiterated,
made our calculations regarding the extent of the average fall
8o conservatively as to allow for a fair measure of fluctuations. Our
assumption regarding cloth prices is that the average price obtained by
mills for the year October 1937 to October 1938 will not be lowef than
the average price of the two previous years. The index number of
cloth prices compiled by us was already during the last quarter of the
year 1937 more than one point above the level of the year previous to
October 1, 1937, and more than two points above that of the year
previous to October 1, 1936. Thus sales have been effected for some
months past at prices above the average price which is the basis of our
. calculations. Forward sales covering anything from two to six months’
future production have been made at current prices. For our
assumption to prove correct it is only necessary that cloth varying from
four to eight months’ production in the various centres—which remains.
to be disposed of during the period to which our calculation refers—
should not fetch prices so low that taking account of the transactions
-already effected the average of the year is brought even below that for -
1935-36 and 1936-37. .
Mot Bk R 50—6a
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CHAPTER VII

Conclusions and Recommendations

CoNcrLusioNs

117. We have, in the foregoing chapters, sketched in some detail
the * present condition’ of the cotton textile industry of this
Province. With ‘that picture before us, it now remains to formulate
our conclusions. This is a task that is much more difficult than -
that of understanding the condition or evaluating the betterment,
We have also in this matter abmost no precedents upon which to
proceed. It may be noted that while our study of the industry has.
o far as details are concerned taken account of only the three major
_ centres, it has for all the principal factors covered the Province as

a whole. Neither the time at our disposal nor the nature of the
issues involved permitted a detailed study of individual units in the
isolated centres of industry. In considering whether the general
condition of the industry, employing as it does thousands of workers
in 16 centres in the Province, warrants an increase in wages, it is
not possible to enter into the history and financial position of the
individual unit. It will, however, be obvious that most of the general
considerations we have put forwsrd apply as much to the individual
units in scattered areas as to the big centres of industry.

118. Before we proceed further it is necessary to explain what we
understand by the phrase “an immediate increase in wages can be
gtven ” in our terms of reference. Do these words refer to the ability
of the industry to bear an increase and is the ““ability to bear”
to be interpreted in the sense in which industrialists use that phrase ?
The determination of the ability of the industry to bear a wage
increase is fraught with enormous difficulties. So far as we are
aware, this concept has never been defined with clarity and precision.
There are two main problems involved in its consideration. What is
the unit of industry which is to be ' considered in conmection with
this determination and how is the ability to be determined ? Various
answerg have been proposed to the first question. The unit may be
either?he marginal unit or the * representative firm * or the average
unit. By its very definition, the marginal unit is unsuitable for this
purpose. If we hold that industrial activity is being continuously
extended to the furthest limit that any set of circumstances warrant,
then the marginal unit in the industry - will be & unit which just
cannot bear any alteration of the circumstances in an unfavourable
direction. With reference to & marginal unit, therefore, an increase
in any item'of the cost of production will not be justified unless the
margin has been temporarily lifted and there have, in the meanwhile,
come into being mo new marginal concerns and no new extensions
of the activities of old concerns tewards the new margin. Recent
statistical investigations have found the concept of the  representative
firm > to be a will-o-the-wisp which no attempt should be made
to chase. The average is a seemingly better device, though in essence.
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it is ﬁnerely a mathematical abstraction. The consolidated position

- on which the Bombay and Ahmedabad millowners rely for most of
their arguments is really a kind of an average. While discussing the
financial position of the industry we bave already drawn attention to
the dangers involved in the use of thaf particular average. In addition
to what has been said there it should be remembered that, in an industry
where all units have to possess capital equipment and resources
on & large scale, the process of weeding out the inefficient is necessarily
a slow one. In Bombay, there are instances of concerns which have
over a series of years—good and bad—not been able to set aside
€ven s small proportion of funds for depreciation. - Ordinarily, sach
concerns would be taken into liguidation or their financial structure
radically altered. It is obviously not fair to take into account such
concerns when considering the question of the ability of the industry
to pay. They, however, affect the average, in some instances, to
a very considerable extent. Again, there have been numerous changes
in the ownership of mills in Bombay in recent years, and a large
number of the newly constituted concerns have yet, so to say, to find
their feet. The results of their operations cannot be taken as
indicating the ordinary profit-making capacity of the industry ; yet
they would affect the consolidated position. The idea of getting over
these difficulties by selecting a few mills and examining their working
had to be rejected for obvious reasons.* For, no such selection could
be really wholly representative and the onclusions derived frorm such
& atudy would be criticised by one or the other side as being vitiated
on account of the misleading basis.

119. The determination of the * ability ™ presents perhaps even a
larger number of complex problems than the choice of the unit, apart from
the statistical problems involved in measuring the operations of industry,
the net product of these operations and the variations in the net
product. This determination is possible only if a large number of
other factors are taken as pre-determined. An attempt to calculate
the ability of the industry to bear a given burden involves an enquiry
mto whether the industry is at present economically and efficiently
managed and whether all the burdens it carries are equitable
and just. It is not possible for us in this Report to enter into issues of
this character. )

120. 'We, therefore, interpret the term “ can be given ” not as  ability
to bear ”” in such technical sense as the phrase may possess, but in the
more ordinary sense of trading conditions permitting the industry to give
the increase. Such a commonsense interpretation suits the theme.
The structure of industrial costs is essentially not rigid. A considerable
number of adjustments are always possible and are being continually
made. Technical inventions are proceeding apace. There is always
scope for changes in business methods and management technique.
Efficiency of labour can also respond to favourable changes in its

*The difficulties involved in the concept of the “reputable™ or reasonably

eflicient " firm as defined in Australisn law are discussed by E. M. Burns—Wages and
the State, 1926, pp. 378379,
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terms of employment—as convincingly shown recently by the
production of the weaving sheds after the introduction of the 9-hour
day. Finally, even ideas regarding the proper -magnitude of
commissions, dividends and business charges may alter. The wage
that an industry can bear is thus essentially indeterminate, within
fairly wide limits. We, therefore, conclude that we shall discharge
our responsibilities adequately if we consider whether there 1is
an approach to normal trading conditions in the industry, and,
if these conditions show e&n improvement warranting an increase,
correlate the increase in wages to the extent of the improvement.

'121.  We may here examine some of the grounds on which exception.
has been taken to an increase in wages being granted. The plea has.
been put forward that mow that the industry has begun to look up,
the first claim on the profits should be that of provision for depreciation.
The question of the sppropriate provision for depreciation has been
dealt with at some length in Chapter V, and here we would content
ourselves with the observation that the level of wages for the industry
as a whole cannot be allowed to remain depressed merely because
some weak or inefficient units fail to earn enough to cover provision
on an adequate scale for the depreciation of their plant and’
machinery. Secondly, provision for depreciation to be adequate need
not be at the rate of 4 per cent. to 4} per cent. of the value of
the undepreciated block, as is evident from the provision made in
the past by some mills that have paid- dividends out of profits.
Nevertheless, we agree that provision has to be made for depreciation
before arriving at the net profits. In framing our recommmendations
for the different centres we have taken into account the amount of
increased provision, if any, required for this purpose in the principsl
centres.

122. The argument about precedence being given to the re-equipment.
of plant emanates mainly from Bombay. In Bombay, this primary
duty was to some extent overlooked after the post-war boom period,
but a certain measure of re-equipment has been in progress since the
subsequent reconstruction. Figures of the amounts spent for the
purpose have been given in Chapter V. 'These clearly show that even
in the last few years of depression the amount of capital expenditure
on replacement and renewal has not been meagre. In addition, it may
be observed that the larger profits from normal trading for 1937, which
the proposed increase in wages will not affect, will slso be available
for the purpose. The problem of re-equipment presents no obstacle
either in Ahmedabad where the industry is of more recent growth than
Bombay, or in Sholapur where the larger mills have reserves on which
they can draw. . .

123. Considerable emphasis has been laid by the millowners on the
temporary nature of the present conditions and the need for waiting
for a long period, say two years, before considering whether a wage
increase can be given. We have already stated our view that the
present improvement is not of a purely temporary nature. It seems to



87

us that, there is little justification in the plea of the millowners that the
workers should not make a demand for increase in wages till improved
" oconditions have obtained over a long period. In the first instances
it will not be possible to find, under the present fluctuating conditions,
a period of two years which at one time or another does not show some
temporary recession. In the second instance, it will be difficult to
persuade workers to refrain from putting forward demands for increases
as soon as clear signs of prosperity are evident. That is why labour
demands are numerous in the early years of recovery. This feature
has not been wanting even in the present world recovery as the
following extracts from the World Economic Survey (1936-37), will
show : * As production and profits have increased, a renewed drive
for higher wage rates has been launched in many countries. A rising
cost of living may have added impetus to the movement, but........
the movement seems caused more by a desire to cobtain a share of
increasing profits than by pressure from a xising cost of living '*.

124. The fact that in all the three principal centres of the industrv
in the Province the workers’ wages have been subjected In recent years
to cuts in varying proportions serves to add force to such a desire.
We have enumerated in Chapter III the reasons for the wage cuts,
the extent of the cuts, and the effect of the cuts on earnings. Demand
for the restoration of the cuts have been made on behalf of labour
from all the three principal centres. As, however, in accordance with
the terms of reference, our line of approach has been to determine the,
possibility of an immediate increase in wages in the light of the present
conditiona of the industry, we do not propose to examine in detail
whether the grounds on which the cuts were claimed as being
justifiable hold good any longer. In the course of our review of the
Pposition, it has been made clear that the depression, which was adduced
a5 the principal justification for the wage cuts, has lifted gnd that the
capacity of the industry to earn profits iz distinctly better to-day than
it was when the cuts were imposed. It is not inappropriate for labour,
in these circumstances, to entertain the hope of being able to participate
in the relative prosperity which the industry now enjoys. It is because
of the reassuring position of the industry that we hold that it can weil
face the future in a spirit of confidence and can meet, out of the
substantial betterment that has accrued and will continze to accrue
for the greater part of the current year, additional charges of a reasonable
magnitude for raising the wage level.
© 125. We have in Chapter VI already estimated the net widening
of the margin of profit due to the fall in cotton prices in the Province
as a whole and for the three principal centres in particular. We consider
this surplus, amounting to 8 per cent. of one year’s total costs of
production, as being available for distribution in such ways as may be
thought advisable. We consider that the general recovery and the
recovery in textiles are not temporary as they are based on trends which
aro visible in almost all aspects of ecomomic activity in most

*Page 113.
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countries of the world. “ The increase of activity . . . . i3 not
uniform for all countries, the variations depending in part on the stage
of the general recovery in which the national economy as a whole
happens to be. But the geperal upward trend is unmistakable.
All indications seem to point to the conclusion that this upward trend in
the textile industry is likely to be of some duration.”* The improvement
of the last year and of the current year due to trade recovery we do
not propose to emtrench upon for an increase in wages. For this
year it is only the surplus resultitg from the fall in the price of
cotton upon which we would draw. In order, further, that the
industry may have time to adjust itself to the proposed increase
in the annual wages bill and that the additional burden may be
met without difficulty in the subsequent years as well, we suggest
an increase not to the extent of the entire but of half the amount
of the surplus. The increase in the total annual wages bill would
thus amount to a sum which the industry could find for a period
of two years from this year’s special profits due to the fall in the price
of cotton. /

126. 'While proceeding to determine this amount in terms of the wages

bill we must take into consideration one contingent factor to which
our attention has been drawn by Government}, narmely, the proposed
legislation relating to sickmess and old age benefits. It is difficult to
estimate the effect of this contingent factor in statistical terms.
We may, however, allow for four weeks’ wages as the possible cost to
-the industry of this legislation for the years 1938 and 1939 on the
basis of one week's wages in 1938 and three weeks' wages in 1939.
Assuming the wages bill to be 22°5 per cent. of the total cost of
production we find that within the available 8 per cent. of the cost of
production an average increase of about 12 per cent. in wages can be
given. We give the details of the calculations. An increase of
12 per cent. in the wages bill means a rise of 2°7 per cent.
in the cost of production. The increase for 2 years will therefore
amount to 5°4 per cent. of one year’s total cost of production.
The cost on account of the proposed legislation as calculated
on a wages bill, inclusive of the proposed increase of 12 per cent.,
amounts approximately to 1°94 per cent. of the cost of
production. The total cost of the 12 per cent. increase in the wages
bill, together with the possible addition on account of the proposed
Iegislation during the next two years, will amount o 7°34 per cent.
of the total costs of production of the industry for one year. This is as
against the available margin of 8 per cent.

127. Finally, it may be made clear that while we have calculated the
proposed increase in wages on the basis of an estimate of the special
profit that the industry is likely to receive as a result of the fall in the
price of cotton, the ground on which we feel justified in'recommending
any increase in wages is the cumulative effect of a general improvement
in the condition of the indusirv. A widening of the margin as

*L.L.O. The World Textile i';ﬁtrsw. 1837, Vol. I, page 318.
tPlcase see Appendix D, ;
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a resylt of a fall in the price of cotton may come about even during
years of depression. It would then be regarded merely as a windfall
and if the workers claimed and obtained any share in such a windfall
that would be of a temporary nature. The profit due to the fall in
the price of cotton to-day isalso a partial windfall but it accrues during
vears of good trading profit. Even at margins ruling during 1937,
all mills, whose financial structure or technical equipment were not
essentially unsound, should have earned substantial profits. It is this
beiterment—the result of a general trade recovery which we consider
should normally last for some time—that is the true basis of our
recommendations. It was possible to obtain only for Bombay complete
and comparable figures of financial results for a period so recent
a9 the first half of the year 1937. For other centres, the financial
results for the latter half of 1937 could not be estimated satisfactorily.
On the other hand, approximate calculations regarding the prospective
gains due to the increased margin of profit could be made for all the
centres of the industry. We have, therefore, thought it convenient
to measure the proposed extent of the increase in wages in terms of
those gains. Our recommendations leave untouched the results of
normsl improvements in trading conditions. They further give the
millowners & margin of two years within which they should be able to
make the necessary adjustments to render it possible for the industry
to bear the proposed increase in wages in subsequent years.

- RECOMMENDATIONS

128. It has been suggested that any increase in the wages bill proposed
by us should be distributed in such a manner among the various categories
of workers as to afford special relief where it is most needed. It was,
for example, proposed that so far as Bombay was concerned this should
be done through an adjustment of the minimum wage schedule of the
Bombay Millowners’ Association. On various occasions and from
different quarters the claims of particular classes of workers were brought
to our notice as meriting special treatinent. For example, the entire
¢lass of winders and reelers in all centres of the industry earns a wage
that is admitted on all hands to te low, and this ¢class—as the tables in
Chapter 111 will show—is among those whose earnings have fallen the
most in recent years. There are, again, other classes of unskilled workers,
especially among non-process operatives, such as women sweepers who
get a particularly low remuneration for a whole day’s work. Among
piece workers, our attention has been specially drawn to frame-tenters
who have suffered the most in earnings because of the reduction of hours °
from ten to nine as they have not been able, for a- variety of Teasons, to
make up their production. The case of two-loom weavers in Bombay
mills has elso been brought to our notice. The contention of the Bombay
Millowners’ Association that their member mills work up to a minimum
level of Rs. 35 per month-cannot be sustained, for in a number of mills
the average earnings of full-time fwo-loom weavers amount to no more
then Rs. 31-32 per month. There are also the claims of workers on
night shift and of those in * rationalized ™ occupations. We recognise
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the importance of the claims of all these classes of workers. We also
. realise that the individual occupational approach has a considerable
attraction. The reasoms for rejecting this approach are, however,
overwhelmingly strong. It raises an enormous number of compli-
cated problems. The low level of the earnings of reelers and winders is
attributed by millowners to larger numbers of women having to be
employed than are required. No slight differentiation in their favour
(which after all is all that we could have done) can give this class any
relief. The entire question of weavers’ earnings is again wrapped up in
the problem of framing a satisfactory standard schedule of basic rates and
allowances. We have given only two instances of special problems. The
total number of occupations of workers in textile mills as shown in the
1934 Wage Census is over 200. Each occupation presents the problem
of correlating its earnings to the labour and skill mvoived and for all
occupations together thére are the innumerable problems of mutual
relationship. In rejecting the individual occupational approach we are
also fortified by precedents. It is unusual when dealing with generab
questions of the wage level ina whole industry to complicate the issue
by dealing separately with each occupation. The existing methods of
remuneration and the existing differentials have to be taken for granted.
These matters are best dealt with by adjustments for individual occupa-
tions from time to time or as a whole in a systematic effort at
standardisation. The millowners themselves, when granting general
increases or effecting cuts, have always used the simple formula of an
over-all percentage.

129. The second and the easier alternative will be to recommend
that wages in the various centres and occupations should be
increased by an over-all percentage. We have avoided this course
of proposing a uniform rate of increase for workers in all occupations
and in all categories of earnings, because in our view the need _for relief
is much greater in the case of the low paid workers. Accordingly, we
have divided all the workers in the industry into five categories and have
recommended a sliding scale of increases which will so operate that the
workers in the lower categories will earn a mate of increment larger
than those in the higher categories. A flat rate of increase on a percentage
basis will also accentuate the disparities in wages that already exist
between mill and mill. To avoid this, we have so arranged the categories
that the rate of increase is scaled down as the level of earnings rises.
The lower paid workers will get a larger rate of increment than those
who are better paid. At the same time, because of tht_: shdm_g scal_e.
" mills in which the general level of payment is comparatively high, will
not be called upon to increase their wages bills in as high a propertion
as the mills where the scale of wages is lower.

130. Any scheme of graduated rates of increase creates inevitably the
problem of steps. Unless special provision is made, anomalies will arse
in regard to the increments obtained by workers earning wages just
above and below the point at which the rate changes. It is impossible
to remove the anomalies entirely, but their extent can be diminished
by providing steps at the dividing lines. We have done this by
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recommending that no person in any particular category’ of earnings
shall get? #s a result of the increase, a total wage higher than a certain
maximum. We may explain the provision by illustrating how it works
out in our lowest category of earnings below Rs. 13-8-0. In the
absence of such a provision a worker whose earnings in a 26 day
pay-period amounted to between Rs. 13-1-0 and Rs. 13-7-0 would,
 because of the higher incremental rate, get a total wage more

than that of a person whose basic earnings were Rs. 13-8-0. We
have, therefore, provided that no one whose earnings were less
than Rs. 13-8-0 should as a result of the incremental addition get
a total wage of more than Rs. 15-8-0. By the operation of this
provision a person earning Rs. 13-8-0 will get a wage at least about
2 annas more than a person earning just below that figure. It has
also the consequence, however, that all those whose earnings fall
between Rs. 13-1-0 and Rs. 13-7-11 are brought together on a uniform
level of total earnings at Rs. 15-8-0. Workers within this range of
earnings do not get the full increment of their category. Such anomalies
are, however, inseparable from any scheme of graduated rates, and the
steps we have suggested are so designed as to keep them down to

a minimuin,

131, We recommend that a difference should be made in the treatment
of time-workers and piece-workers in determining the incremental rates °
to which a worker is entitled. While both the increment and its rate
will depend on the net earnings of the individual piece-workers, the
rate of increment of time-workers will be based .on the fixed time
wage of full-time workers in the particular occupation. Thus, if the
standard monthly wage of women sweepers in a mill is Rs. 12,
2ll women sweepers who are paid on that basis will be entitled to the
rate of increment of the category below Rs. 13-8-0; and if the standard
monthly wage of doffer boys in any mill is Rs, 16-4-0 all doffer boys
whose earnings are calculated on the basis of that standard wage
will get an increment shown against the earning category in our Schedule,
Rs. 13-8-0 and below Rs. 26. We cannot, however, adopt the same basis
for piece-workers. Their occupational categories are less well-defined
and there i1s no standard rate of earnings fixed for them. Information
available to us also shows that considerable variations take place in
the average earnings of some classes of piece-workers even from
month to month. We are thus led to recommend that the basis both
for calculating the increment and for detormining its rate should be
the actual earnings of each piece-worker, With a similar basis for
time-wgorkers, it may be possible for a time-worker whose earnings
fall just above the line of division of a category to abstain from work
for a day and yet suffer no loss, as this would transfer him to a category
with a higher rate of increment. It is possible for time-workers to
calculate during any pay-period the total wages they have earned up
to any point of time and estimate whether it will just profit them to
stay away for a day. Piece-workers usually do not, until the pay-day,
know with acouracy the total wages they may have earned in any
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pay-period. It is therefore impossible for them to take advantage of
our scheme to remain absent.

132. The categories of earnings have been fixed on the basis of
a month of 26 working days. We attach supplementary schedules in
Appendix E to illustrate how our recommendations will operate where
the pay-period is of longer or shorter duration. Lastly, we have
excluded from the purview of our recommendations all workers in receipt
of earnings of Rs. 75 and above,

133. In view.of our findings regarding the * present condition of
the industry > and in the light of the conelusions formulated in this
;hapter, we recommend increases in wages as shown in the following

chedule =

SCHEDULE
Category of earnings. ;Balaotinerease.' Remarks.,
1 3 3
!
Below Rs. 13-8 -.1 3 Ankas in the Provided that no person falling in thie
' Rupee. category shall reeeive more than Rs. 15-8
! aS a result of the increase. |
) i ,
Rs. 13-8 and below RBs. 25.' 2} Annas in the Provided that no person fafling in this
| Rupes, category shall reecive more than Rs. 28
] _ as a result of the increase.
ns.'zsanuelowns.as..*s‘\nms in the Provided that mo person falling in this
Rupee. | category shall receive more than
Rs. 39-4 as a result of the inerease.
Rs. 35 and below Rs. 40..[ 1} Annas in the Provided that no person failing in this
Rupea. *  eategory shall receive more than Rs. 43
. as a result of the increase.
Rs. 40 and below Rs. 75.., 1 Anna in the Provided that no persom faliing in this
Rupee. . eategory shall receive an inerewse in
- earnings of less than Rs. 3.
Rs. 76 and over .| Nil.

(1) The basis on which the increase will be calculated shall be the net
earmings of each indimdual worker for each pay-period.

(2) (a) In the case of time workers, the rate of increase for an individual
worker in any occupation is indicated by the rate shown in the Schedule
against the category of earnings within whick may fall the wages to which
a worker in that occupation working for the full pay-period is eritled.

(b) In the case of prece workers, the rate of increase to which ar individual
worker will be entitled is indicaled in the Schedule by the rate shown against
the category of earnings within which may fall s net earnings during the
pay-period. _ _

(3) The earnings shown in the Schedule above relate to a pay-period
of 26 working days. . '
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(4) In pay-periods containing less or more than 26 working days, the
categories, of earnings shown in the Schedule should be adjusted in the
proportion which the number of werking days in the pay-period bears to 26.
The mazrmum and the mintmum limits shown in column 3 of the Schedule
should also be adjusted in the same proportion,

(5) These recommendations apply to the entire body of workers (as defined
in the Indian Factories Act but excluding all persons employed in a clerical
capacity) employed in the coiton textile indusiry in the Bombay Province.

134. The percentage increase in the wages bill resulting from our
recommendations will not be the same for each centre of the industry.
Without knowing the exact level of present earnings in every occupation
and the frequency distribution of workers in each occupation falling
within the earning categories framed by us it is impossible to ascertain

" accurately the increase in the amount of the wages bill. We have,
however, made certain calculations in order to arrive at an approximate
idea of the additional cost involved. These calculations are based on
the data of the 1934 Wage Census and in making them we have placed
the entire number of workers in any occupation in the earning category
indicated by its average monthly earnings during the census month.
The absolute amounts will, no doubt, vary today from those arrived at
in this manner on the basis of the 193¢ Wage Census data, bat the
percentage of the increase to total wages vielded by these caloulations
will be approximately the same.

135. We find that the percentage of increase calculated in this manner
is 9°0 for Ahmedabad*, 11- 9 for Bombay, and 143 for Sholapur. These
differences in the percentages are only to be expected as the level of wages
is different in these centres. Apart from its fairness, we were induced to
adopt a uniform set of categories and increases for the industry as a whole,
because we. found that this method worked equitably and in a manner
suitable to the circumstances and conditions of these three important
centres,

136. Abmedabad did not suffer from the depressmn practically till
11933 and has throughout the recent years maintained a fairly high level
of commissions. It has also been a centre of expanding activity, On the
other hand, it effected a wage cut a year or more later than the other
centres and the extent of the cut was smaller than it was elsewhere.
It has shown during the last ten years a proportionately higher advance
in its wage level than any other centre. The recovery also began to
be felt in Ahmedabad some months Iater than in Bombay.

137. The Bombay industry has suffered from long years of depression.
It has gone down in its comparative position in Indian industry as a whole.
Many mills in this centre have been permanently closed and many others
have changed hands during the intervening years. On the other hand,
the wage cuts in this centre have been large. In recent years the
comparative increase in efficiency has been greater than in other centres.

*In Ahmedabad the cuts under the Delhi Agreement were made after the date of .
the Wage Census. The cuts must have led to a shifting of some groups of workers from
a higher category of earnings to Jower categories as compared with 1934 and will result
in glightly increasing today the percentage of cost as calculated on the 1934 data.
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Its share of the home markets has been expanding and it has gained
considerably from the recent extension of the export market. All
indices show that the recovery began earlier in this centre and its progress
wags greater than in either Ahmedabad or Sholapur.

138. The recovery in Sholapur did not perhaps begin as early or
progress as far as in Bombey. But the Sholapur industry, though not
expanding, i3 in a very strong financial position. It has been able to pay
dividends throughout the years of depression in spite of the high interest
charges that some of the mills bear. It has always paid its workers at
2 low level of wages. Further, on account of the operation of the grain
allowance it obtained a considerable saving in the wages bill at an earlier
date than elsewhere.

139. It is difficult to attach precise weights to the various
considerations set forth above. On a balance of all of them, bowever,
we have come to the conclusion that the grading in the incidence of the
wage increase resulting from our recommendations is fair and proper.
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APPENDIX A
TEXTILE LABOUR INQUIRY COMMITTEE

Questionnalre relating to Interim Recommendation

(1) What is the profit of your concern
exclusive of depreciation for the first
¢ months of the current year ! Please also
atoate, what commission has been caloulsted
in arriving at this figure ? Pleass bring up
these figurea, if possible, up to tho end of
September 1937. ‘

(2) What would be the depreciation on
the income-tax basis for the same period ?

(3) Please eupply annual statements of
profite and depreciation and agents’ com-
missiops from 1933 to 1934,

(4) Please atate the average daily number
of persons employed, the total wages bills
ond the total produoction of sloth and yarn
during #ix monthly periods from Januvary
1933 to June 1837, If ible, please bring
up the figures to end of Septembar 1937.

(5) Has your financial position improved
during thie year? I so, what are the
factors which bave brought about the
improvement; ?

(6) Do you think that the cotton textile
industry hds been benefited or ia likely to
benefit as a reanlt of the present position
of the cotton and oloth marketa ? If so,
1o what extent ?

-
{7) Pleass state in detail what outs in
wage rates, bonuses, allowances, eto., were
effected in your mill or in your centre since

Ist January 1933 and the reasons therefor.

(8) Im what direotion and to what oxtent
have the conditions which may be held to
have justified these wage cuta changed
today ¥

(8) Are you of the opinion that in view
of the present condition of the industry
an immediate increase can be given in any
ocoupation, contre or unit of the industry ¥
If so, what should be the extent of the
inorease ! Please state the factors which
you would take into comsideration in
caloulating the increase.

¥o-I Bk B 850—7
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APPENDIX B

Names of witnesses who appeared before-the Textile Labour

S0 p o ts

Inquiry Commitiee
13th December 1937

Millowners’ Assoclation, Bombay

Mr. Dhar#msey Mulraj Khatau (Chairman).

Sir Chunilal ¥V, Mehta, K.C.5.1.

Sir Hormasji P. Mody, K.B.E,, M.L.A. (Central).
Mr. F. Stones, 0.B.E., M.L.C. (Bombay).

Mr, T. V., Baddeley.

Mr. T. Maloney {Secretary).

14th Decomber 1937

National Trades Union Federation and All-India Trade Umon Cougress

il.

i3.
14,

15.
16.
17.
18.
19.

21.

-

BEBE

20,

(Provincial Committees)

Mr. Jamnadas M. Mehta, Bar-at-Law, M.L.A. (Bombay).
Mr, R. R. Bakhale.

Mr. Umar Rajab.

Mr. 8. C. Joshi, M.L.C., Advocate.

Mr. 5. V. Parulekar, M.L.A. (Bombay).

Mr. 8. A. Dange.

Mr. R. 8. Nimbkar.

Mr. 8, P, Bhise.

15th December 1937
The Girni Kamgar Union, Bombay

Mr. A, A, Alwe.

Mr. G. L. Eandalkar.

Mr. G. R. Taldeokar.

Mr. Dhaku Janu Lad.

Mr. V. V. Pa.ra.njpg. »

16th December 1937
The Millowners® Assoclation, Ahmodabali

Mr. Kasturbhai Lalbhai.
Mr, Nanddas Haridas.

17th December 1037
The Textile Labour Association, Ahmedabad

Mr. 8. . Banker.

Shrimeti Anssuys Sarabhad.

Mr, 8. P. Dave,

Mr. A. 8. Pandya. : ,
Mr. N. H, Shaikh,
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APPENDIX B—conid.
[ B4
The Mil} Kamdar Union, Ahmedabad

27. Mr, Maganlal Patel (Jt. Secretary).
28, Mr. J. Bukha.ri..
(Mr. 8. A, Dange actoad as advisor).

20th Decemlor 1937

The Millowners® Assoeiation, Bombay

*Mr. Dharamaey Muiraj Khatau (Chairman).
*Xir Chunilal V. Mehta, K.C.S.L
*Sir Hormasji P. Mody, K.B.E., M.L.A. (Central).
*Mr. F. Stones, 0.B.E., M.L.C.
28, Mr, V. N, Chandavarksar, Bar-at-Law.
*Mr. T. Maloney (Secretary).

21st Decomber 1937
Representatives of Mills in Sholapur,

3¢.- Mr. W, T. Cullen representing the Laxmi Cotton Mills and the
31. Mr. F. Light Vishnu Cotton Mills, Shelapur.

32. Mr. Vallabhades G. Mehta, representing the Jam Shri Ra.njlbsmgh]i
Mills, Sholapur.

33. Mr. V. R. Bhatis, representing the Narsinggirji M&uufacturmg Co.,
Sholapur.

34. Mr. Hiralal Sheh, representing the Shelapur Spinning and Weaving Co.,
Sholapur,

22nd December 1937

35. Mr. J. F. Gemnings, C.B.E, Bar-at-Law, Commissioner of Labour,
Bombay.

36. Mr. N. A. Mchrban, Assistant Commijssioner of Lakour, Bombay.
23rd December 1937 '

37. Mr. A, W, Pryde, LP., Labour Officer, Bombay.
24th December 1837

The Bombay Millworkers’ Union -
38. Mr. D. K. Jagtap, M.L.A. (Bobmay).

“The Lal Bavts Girni Kamgar Union, Sholapur
30. Mr, 8. G. Serdesai.

40. Mr. Q. D. Sane.
.(Mr. R. 8. Nimbkar acted as adviser).

*Appeared before the Committec also on 13th December 1837,
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APPENDIX C
No. 316

OsrioE oil- THR TEXTILE LABOUR
Inquiry CoMmIrTRE, TowN HALL,
Bombay, 13th November 1937.

From , .
JATRAMDAS DOULATRAM, Esquire,
Chairman, Textile Labour Inquiry Committee, Bombay ;
To
TBE CHIEF SECRETARY TO GOVERNMENT, .
Political and Reforms Department, Bobmsy.
8ir,

I have the honour to invite attention to Government Resolution No. 198834 dated
13th Octobex 1937 in which the personnel and the terms of reference of the Committee
were announoed. In the terms of referenoce it is stated that the Committee should make
certain investigations and recommendations relating to the “ testile’ indastry. The
uee of the word textile suggests that the Committee i charged with making investiga-
tions and recommendations not merely relating to cotton textiles but all textile fabrics,
such as silk, wool, hosiery, ete. At the same iime, opinion is almost nnanimous among
the members of my Committee that it could not have been Government’s intention to
ask the Committes to cover all textfie industries but to confine its attention only to the
cotton textile industry. I have, therefore, the honounr to request Government to favonr
me with an early expreesion of their view on thip matter.

I have the honour to be,
Sir,
Your most obediant servant,

{Signed) JAIRAMDAS DOULATRAM,
Chairman,
Textile Labour Inquiry Committee,
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APPENDIX C—ocontd.
No, 1888/34-B.

PoLITIcAL AND REPORMS DEPARTMENT :

Bombay Castle, 20th November 1937.

From
St CHARLES TURNER, E.C.LE., C8.1.,
Chief Secretary to the Government of Bombay,
Political and Reforms Depaztment ;
To .
Tue CHATRMAN,
Textile Labour Inquiry Committes.
Subject.—Torms of reference of the Committee.
' 8ir,

With refererice to your letter No. 315, dated the 13th November 1037, I am directed
Lo state that the view of the members of the Committee that the words ** textile industry »
mentioned in Government Resolution No. 1088/34, dated the 13th October 1937, refer
t0 * Cotton Textile Industry * alone is correct.

1 have the honour to be,
Sir,
Your most obedient sexrvant,

(Signed) C. W. A, TURNER,

Chief Secretery to the Government of Bombay,
Palitical and Reforms Department.



From

To

Sir,

1 am directed to invite attention to paragraph 4 of the Press Communique
No. P. 205, dated the 17th Aogust 1937, regarding Government™s Labour Policy and to
the circular dated 19th October 1937, issued by the Commissioner of Labour on the
subject {copies enclosed)* and to state that Government have under contemplation the
introduction of Legislation for certain sickness and old age benefits, which maight, if
sccepted by the Legislature, entail an addition of three to four wesks' wages to the
annual Wege Bill. I have to add that in the view of Governnient such legislation cannot
in any case come into force before six or seven menths.

- 102
APPENDIX D
No. 693/34-B.

PoOLITICAL AND REFORMS DEFARTMENT :

Bombay Castle, 30th December 1937,

H. F. KNIGHT, Esquire, C.L.E.,
Chief Secretary to the Government of Bombay,
. Political and Reforms Department ;

Tae CHAIRMAN,
Textile Labour Inquiry Committee.

Subject—Legislation regarding sickness and old age benefits.

I am to request that these facts may be taken into consideration by the Committee.

1 have the honour to be,
Sir,
Your mest obedient servant,

(Signed) H. F. KNIGHT,
Chief Secretary to the Government of Bombay,

*Knclosures not printed.

It may take & longer period.

Political and Reforms Department.
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APPENDIX E

SUPPLEMENTARY SCHEDULES

Schedule of Earnings for a Pay-period of 14 Working Days

Category of earnings.

Rate of increase.

Remarks.

Bolow Ra. 7-4-4

e

Re. 744 and
Ry, 13-7-5.

below

Rs. 13-7-56 and
Ra. 18-13-6.

below

Ra. 18-13-6 and
Ra, 21-8-7.

below

Rs. 21-8-7 and below

Rs. 40.8-2,

Rs. 40-6-2 and over

.{ 3 Annas in the

Rupse.

24 Annas in the
Rupee.

2 Annas in the
Rupeo.

14 Annas in the
Rupee.

1 Anna in the

Rupee.

Nil.

Provided that no person falling in this
. category shall receive more than
Rs. B-5-6 as a result of the increase,

Provided that no person falling -in this
oategory shall receive more - than
Rs. 15-1-3 as & result of the incresse.

Provided that no person falling in this
category shall receive more than
Rs. 21.2.2 as a result of the inorease.

Provided that no person falling in this
category shall receive more then
Rs. 23.2.6 ag a result of the increase.

Provided that no person falling in this
category shall receive an increase im
camings of less then Rs. 1.9-10.

Schedule of Earnings for a Pay-period of 16 Working Days

Catogory of earnings.

Rate of increase.

Remarks.

Bolow Re. 8-4-11

Rs. 8.4.11 and below
Re. 15-6-2.

Re, 156-6-2 and below
Ra. 21.8-7.

Ra. 21.8.7 and below
Ra. 24-9-10,

Rs. 24.9:10 and helow

Ra. 44-2-6,

Ras. 40-2.6 and over

.| 3 Annas in the

.+ Nil.

Rupee.

2} Annas in the
Rupoe.

’ 2 Aonss in the
Rupee,

1§ Annas in the
Rupee.

{1 Apna in the
! Rupee.
i

Provided that no person falling in this
category ahall receive more than
Rs. 9-8-7 as a result of the increase,

Provided that no person falling in this
category shall r1eceive more than
Ra. 17-3-8 as a result of the increase.

Provided that no person falling in this
catogory shall receive more than
Rs. 24-2.6 as a result of the inorease.

Provided that no person falling in this
category shall receive more than
Rs. 26.7-5 as a result of the inorease.

Provided that no person falling in this
category shall receive an increass in
earnings of less than Ra, 1-13.6.
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' APPENDIX Ba-conid. L
Schedule of Earnings for a Pay-period of 27 Working Days . -

Rate of inorease.

Category of earnings, * -Remarks,

Below Ra. 14-0-4 +{ 3 Annas 'in the| Provided that no person fallmg in this
Rupee. category ehall receive more than

. . Rs, 18.1-6 as & result of the increase.
Ra. 1404 and below| 2} Annas in the| Provided that no person falling in this
Rs. 25-15-5. Rupee. catego receive more than

Rs. 28-1-3 aa a result of the increase.
Re. 26-16-6 snd below| 2 Annas in the] Provided that no person falling in this
Re. 36-5-6. Rupee. category shall receive more - than

Ra. 36-5-6 and below
Re. 41.8.7.

Rs. 41-8-7 and below
Ra. 77-14-2.

Rs. 77-14.2 and over

.| Nil,

1} Annas in the
_Rupee.

1 Anna in the|
Rupee.

Rs, 40-12-2 as & tesult of the inorease.
Provided that no person falling in this

category

- shall receive more than

Rs. 44.10-6 as & result of the incraasse,
P

Provided that no person falling in this
category shall receive an increase in
earnings of less than Rs. 3-1-10.

’
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