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PRELIMINARY. 

This enquiry 'Was referred to the Tariff Board by the Government I 

of India in Commerce Department Resolution No. 341-T. (100), 

Terms of refereDce. 
dated the 9th April, 1932, which was issued 
in the following terms:-

" By the Cotton Textile Industry (ProteCtion) Act, 1930, 
protective duties were imposed on cotton piecegoods for a 
period of three years in order to give the cotton mill industry 
in India temporary shelter against foreign competition. These 
duties are fixed at a lower rate on piecegoods of British tha.n 
on those not of British manufacture. By the same Act the 
operation of the duty imposed by the Indian Tarifl' (Cotton 
Yarn Amendment) Act, 1927, was extended for a further period 
of three years on account of the unfair competition arising from 
the prevllIlence of inferior labour conditions in China. These 
duties will expire on the 31st March, 1933, An assurance was, 
however, given by Government to the Legislature, when the 
Cotton Textile Industry (Protection) Bill was under consider
ation, that before the termination of the three-year period the 
effect of the duties on the production of cotton. piecegoods ill 
India and on the Indian cotton textile industry would be 
examined in a Tariff Board enquiry. 

2. Since the Cotton' Textile Industry (Protection) Act was 
passed three noteworthy changes have occurred. In the first 
place, the rates of duty imposed on cotton piecegoods under the 
Act have been'rlllised by two successive Finance Acts; and are 
now levied at a rate substantially higher than the Legisla~ure 
found to Ibe necessary to give temporary shelter to the indigen
ous industry. In the second place, a very large increase has 
occurred in the imports of piecegoods made wholly or partly 
of a.rtificial silk, and the duties on such goods have been raised 
to the rates applicable to goods made wholly or partly of real , 
silk. Finally, the Government of India have decided to dis
cuss at the forthcoming Imperial Conference at Ottawa the 
question whether Great Britain and India. should enter into It . 

trade agreement embodying a preferential !ariff regime so de-
signed as to benefit the trade of both countnes. . 

3. The Government of India consider that the Tariff Board . 
enquiry should now be undertaken. The Board is requested' to . 
examine the following questions a.nd to make recommenda-, 
tions:- ' 

(1) Whether the claim of the Indian cotton textile indus-, 
try to protection has been established; 

(2)If the claim is found to be established in what form 
protection should be given and' to what extent j 

, Tji ) 
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(3) If it is proposed that protection should be given by 
means of import duties-

(a) whet4er the same rate of protection is required 
~gainst th~ competition of goods ma.nufactured 
In the UnIted Kmgdom as against the competi
tion of goods manufactured elsewhere; and 

(b) what rates of duty are recommended in respect of:
(i) cotton piecegoods, 

(ii) piecegoods made wholly or partly of artificial 
silk, and 

(iii) cotton twist and ya.rn, according as they are 
manufacturea-

A.-In the United Kingdom, 
B.-Elsewhere. 

. In making its recommendations the Tariff Board will take all 
.relevant considerations into account including that stated in 
part (b) of the Resolution adopted by the Legislative Assembly 
on the 16th February, 1923. In particular, the Board is 
requested to consider how its recommendations will affect the 
handloom weaving industry. 

(4) Firms or persons interested who desire that their views 
should be considered by the Tariff Board should 
address their representations to the Secretary to the 
Board." . 

2. On the 11th April, the Board published a Press Communique 
reproducing these terms of reference and inviting firms or persons 

M th d f . interested to send their representations by 
e 0 0 enqUIry. the 25th May. Appendix I contains a copy 

of this communique and a list of the associations, firms and persons 
from whom representa.tions were received. In the middle of June 
8 questionnaire was issued to these associations, firms and persons 
and also to others, I who had applied for copies or who were known 
to be in possession of information likely to assist the Board in its 
enquiry. It is a matter for regret that, while the questionnaire 
wa-s sent to 30 mills which are not represented by any association 
or-Chamber of Commerce, only four of them sent any reply at all, 
Rnd even these four sent replies which were so incomplete as to be 
of little value. In view of the undertaking given by the Board 
not to disclose the figures of costs submitteo by mills or their iden
tity, there was little justification for the refusal of these mills to 
respond to the Board's request for information. Since they stand 
to benefit equally with other mills by the imposition of any protec
tive duties which ma.y be adopted in pursuance o~ our report, their 
conduct in our opinion betrays 8 deplorable lack of public spirit. 
When an enquiry into the ~rant of protection to an industry is 
referred to the Tariff Board. it must be understood that the indus-' 
try is under an obligation to place the Board in possession of all 
the information which may be required. While the Mill owners' 
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Associ'kions and most of the Chambers of Commerce which have 
been tha.chief spokesmen for the industry, particularly the Bombay 
Millowners' Association, have spared no pains to carry out this 
obligation, the unattached mills and some of the Chambers of 
Commerce' have contributed little or nothing. Without the power 
to compel the production of evidence the Board is entirely depend
-ent upon the co-operation of the industry for the supply of the 
detailed informa.tion necessary to enable it to study the conditions 
of the industry and to formulate its proposals. Hitherto there has 
been no conspICUOUS failure in any enquiry to secure this co-opera
tion. But the experience of this enquiry suggests that the Board, 
if it is to discharge its duty, must be armed with power to compel 
persons and firms engaged in the industry to appear and to presenl, 
their books for examination. 

3. The last week of June was spent in visiting mills in Bombay, 
the Indian Central Cotton Committee's Laboratory and the :Victoria 

T . P gra Jubilee Technical Institute; a visit was also 
our ro mme. paid to the Cotton Exchange at Sewri. At 

the end of July-work on this enquiry was interrupted by an urgent 
reference regarding the emergency created by the depreciation of 
Japanese currency to which further allusion will be made. The 
latter half of August was occupied by the examination of witnesses 
in Bombay; from August 29th to September 2nd the Board was in 
Ahmedaba.d where it inspected mills and recorded evidence. It 
then went to Calcutta where from September 8th ,to 16th it was 
occupied with inspection and with the examination of witnesses. 
The detailed programme of visits and examinations will be found 
in Appendix II. The Board has not for the purpose of this enquiry 
found it necessary to visit other centres. Outside Bomlbay and 
Ahmeda.bad which between them represent about 60 per cent. of 
the total production of cotton piecegoods, the industry is scattered 
over the whole country and there are no centres of production so 
large 88 to demand a visit. Nor did the representations or the 
replies to the questionnaire indicate the existence of conditions in 
any other part of the country such as to necessitate a personal visit 
and investigation. Pressure of time and :financial considemtions 
also rendered it necessary that the Board should as far as possible 
restrict its touring. We had. however, intended: to include Cawn
pore in our programme of visits. But on receipt of a communica
tion from the Upper India Chamber of Commerce representing the 
majority of the mills at Cawnpore tha.t they did not desire to reply 
to the questionnaire or to give evidence the proposed visit was aban
doned. 

4. We desire to acknowledge the assistance" we have received 
from the various associations and individuals who supplied us with 

A k 1 d ts information a.nd gave evidence before us. 
c now e gmen • W d· I e esue a so to express our warm appre-

ciation of the services of our Tecbnical Assistant. Rai Sahib 
Hrishikesh Mookerjee, A.M.C.T. Mr. Mookerjee's previous experi
ence in a similar capacity under Mr. G. S. Hardy, C.I.E., I.C.S., 
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and his intimate and accurate knowledge of the import· trade in 
cotton piecegoods rendered his assistance specially valuable. His 
assistance was not. however confined to questions relating to the 
import trade in piecegoods and the administration of customs duties. 
His distinguished: record as III student of textile technology at Man
chester and his practical experience of the cotton mill industry 
both in India and elsewhere rendered his advice equally useful on 
the general issues under enquiry. He spared no pains in the dis
charge of his difficult duties and in placing at our service his excep
tional knowledge and experience. 



RepOrt regarding the grant of Protection 
t\ the Cotton Textile Industry. 

CHAPTER I. 

The Pr~sent Protective Duties and their origin. 

Though th~ first mell6ure of protection was accorded to. the Indian 
cotton textile industry by the Indian Tariff (Cotton Yarn Amend-

R .' ment) Act ol1927, cotton textile goods had 
lmvenue duties before from the early part of the 19th century been 

. called upon to contribute to the revenues of! 
the Government of India by means of duties upon yarn and woven I 
goods levied at rates which varied from time to time according to 
the fina.ncial requirements of the Government. From 1896 to 1917 
an import duty was levied on cotton piecegoods at the rate of 3t 
per cent.; while, in accordance with the strict principles of free 
trade, a countervailing excise duty was levied on the goods manu
factured in the Indian mills. In 1917 revenue considerations led 
to the raising of the rate of .import duty to 7t per cent., and in 
1921 it was further raised to 11 per cent., the excise duty being 
maintained at 3t per cent. till 1925, when it was first suspended, 
to be finally abolished in 1926. An import duty on cotton yarn 
was imposed in 1922 at the rate of 5 per cent. ad valorem. 

2. From 1923 to 1926 the cotton textile industry, especially in 
Bomlbay, was affected by a severe depression; a.nd: the Government 

of India in 1926 appointed a special Tariff 
19'];,~2~~ Board's Enquiry, Board to .investigate the condition of the 

industry and the causes of the depression. 
This Board reported early in 1927 that the depression was due 
la.rgely to causes world wide in their operation, such as the altered 
relations between agrarian and general prices since 1920 which had 
~uced the purchasing power of the agriculturist, the cyclical char. 
acter of trade and India's participation in the world depressioIl 
which ha.d followed the boom of 1921-23, and the course of American 
cotton prices by which the cost of the raw material of the Indian 
cotton industry is determined. The Board also found that the de
pression in the cotton textile industry in India was partly due to 
competition from Japan, and that this competition was facilitated 
by inferior conditions of la.bour in that country in regard: both to 

. hours of work and to the employment of women and children at 
night. Among the factors which had had a special influence upon 
the industry in Bombay the most important were the increasing 
competition of mills in other parts of India and the [oss of the 
yarn export trq.de to China, which had made it necessary for Bombay 
to find an outlet in the home market for an additional 300 million 
ya.rds of cloth a year at a time when up-country mills had: rapidly 
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'increa'sed their production. Apart from a number of detailed re
comm~nd~tions mad:e with the object of improving the internal 
;t>~gaDlsation of the lDdustry, the Board's main proposals were de
sIgned firs~ to assist t~e industry to secure greater diversification 
of productIOn and to stImulate lit larger output of goods of superior 
quality, a.nd secondly to afford the industry a measure of protection 
aga.inst the unfair competition from Japan,,!' To assist the industry 
in improving the quality of .its production, the Board made an un
animous recommendation for the establishment at Bomba.y, with 
financial assistance from the Government, of a. combined bleaching. 
t dyeing and printing works./ The majority of the Board (t. he Presi
Ident dissenting) made a further recommendation for the payment 
for four years of 'a bounty of one anna a pound or its equivalent 0111 

the production of yarn of 32s and higher counts, based on the out
put of an average of.15 per cent. of the total working spindleage in 
a mill. The Board was unanimous in finding that the Indian 
industry had established a claim for protection against imports. 
from J apa.n, and in estimating the advantage derived Iby the 
Japanese mills from inferior labour conditions at about 4 per cent. 
on the actual cost of manufacturing both yarn and cloth. But there 
was a difference of opinion regarding the measure of protection to
be adopted. The majority (the President dissenting) recommended 
a.n increase in the import duty on cotton piecegoods from 11 to 11) 
per cent. for three years; they recommended no increase in the duty 
'on yarn, in consideration of the effect which such an increase might 
have upon the handloom industry. The President in a minute of 
'dissent recommended an additional duty of 4 per cent. for three 
years on all cotton manufactures, including yarn, imported from 
,J apa.n. The Board made a further unanimous recommendation that 
(cotton textile machinery and certain mill stores which had b~en. 
liable to duty since 1921 should be exempted from duty for a penod 

,of three years, at an estimated sacrifice of revenue of about Rs. 5() 
lakhs. -

3. cThe GovernmeIl_t .-2f In~ia .Iaeferred passing orders on the 
proposal thiUtIiey sliould contribute towa.rds the cost of establish-

f Go 
ing a combined bleaching, dyeing and print-

Orders 0 vern-· k' B b t'l th h d ment on Tariff Board's lDg wor s In om ay un 1 ey a ascer-
Report. tained the views of the Bombay Government 

and the industry in Bombay and elsewhere. 
TheYlrejected the recommendation that the spinning of the higher-

'counts of yarn should be encouraged by the grant of a. bounty, hold-
ing that the administrative difficulties in working the scheme were
insuperaible and agreeing with the President "that a long estab
lished industry, such as the cotton textile industry in Bombay, 
should need no stimulus at the cost of the general tax-payer to /10-

,development .which is in its ow:n in.terest". Th~ qovernment of 
India also reJected the recommendatIOn of the maJonty for a gene
ral increase in the import duty on cotton piecegoods, finding that 
no case had been established for such an increase, which had been
recommended mainly in order to supply the funds required for thO' 
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paym nt of the proposed bounty. Nor did they accept the Presi
dent's roposa.l for an increased duty on imports from Japan; they 
agreed hat the advantage which Japan derived from labour condi
tions in hat country might be assumed at a.bout 4 per cent. on the
actual c t of manufacture of both yarn and cloth; and they found 
that if a easonable return on capital were admitted, the adva.ntage 
would no be more than 10 per cent. on cloth, which was already 
sufficientl covered by the existing 11 per cent. revenue duty on 
cott()n piecegoods. Though the 5 per cent. revenue duty on yarn 
did not cover the advantage to the Japanese mills, the Government 
would not impose a.n additional duty on yarn, because the hand loom 
industry would be prejudicially affected. Finally, the Govern
ment of India agreed to remove the import duties on machi:sel'Y and 
on certain stores consumed in cotton mills. 

4. The publication of this order led to a strong protest by a 
conference of representatives of the cotton textile industry /WOO' 

. . urged the Government of India to reconsider· 
ReconSideration of th' d .. th 1 f th order b Government. elr eClslons on e proposa s or e pay-

Y ment of a bounty on the production of the-
finer counts of yarn lind for the increase of the duties on imports of 
yarn and piecegoods. This representation was followed by a depu
tation of Millowners to the Viceroy. jThe Government of India 
were induced by these expressions of opinion to modify their original 
order in respect of the proposal to increase the duty on yarn, and 
they undertook to introduce a :bill providing that up to the 31st 
March 1930 the duty on all imported cotton ya.rn should be one andl 
a half annas a pound or 5 per cent. ad valorem whichever is higher~ 
following the Tariff Board's estimate of 16'55 pies a lb. as the mea-I 
sure of the advantage enjoyed by the Ja.panese mills in spinning! 
yarn of 3215 counts. At the same time in order to minimise the: 
burden on the handloom industry and to encourage diversification 
of mill production they proposed to reduce the duty on artificial silk 
yarn from 15 to 7t per cent., They also agreed to make certain 
additions to the list of machinery a.nd mill stores to be exempted 
from duty. The Bombay Millowners' Association made a further
protest against the Government's refusal to admit the necessity for
an increase in the duty on piecegoods; but this had no effect; and 

·the Indian Tariff (Cotton Yarn Amendment) Act, 1927, duly pro: 
vided that until 31st Ma.rch 1930 the duty on all imported cotton:' 
yarn should be 5 per cent. ad valorem or It annas a pound which
ever is higher. At the same session of the Legislature the Indian 
Tariff (Amendment) Act, 1927, was passed giving effect to the Gov
ernment's undertakings to exempt certain mill machinery and stores 
from duty and to reduce the duty on a.rtificial silk yarn from 15 to 
7t per cent. 

5. The Tariff Board's recommendation regarding a combined 
bleaching, dyeing and printing works has not yet led to any practical 

result, although discussions have' been held 
Protective Duties on between the Government of India. the· Gov

Piecegoods. 
ernment of Bombay and the Bombay Mill-
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'Owners' ~sso~ia.tion on the subject/The years 1928 and 1929 were 
marked b;V serIOUS labour troubles and general strikes in the Bombay 
'Cotton .~Ills; t~e Industry !became still more depressed; and the 
'CompetItIOn of Imports from Japan became keener than ever. In 
~929 'Ml': G. S. Hardy was appointed 1;Q examine the possibility of 

Introd1l:cmg a system of specific duties on cotton piecegoods, and to 
::ascerta.m what··changes had occurred since 1926 in the volume of 
imports, the classes. ~f gOO(!s imported and the extent and. severity 
'Of external competItIOn WIth the products of the Indian mills. 
Mr. Hardy found that ~ change to a system of specific duties would 
be on the whole undeSIrable. As regards external competition he 
found that Japan's progress since the Tariff Boa.rd reported had 
:been rapid and uninterrupted, especially in shirtings." Soon after 
'the publication of his report towards the end of 1929 the Govern
Iment of India discussed it with representatives of the 'various Asso
-eiations connected with the industry; and in his budget speech on 
the 28th February 1930 the Finance Member announced the inten
tion of the Government of India. to raise the revenue duty on piece~ 
goods f~om 11 to 15. per cen.t. ~ and in addition to impose a 5 per cen~. 
protectIve duty, WIth a mInImUm of 3t annas a pound on "plam 
grey goods," on all cotton piecegoods imported .from countries other 
than the United Kingdom-this protective duty to be in force for 
three years and its effects to be examined by the Tariff Board before 
the expiry of that period. At the same time the Government pro
'posed to continue the minimum specific duty on cotton yarn for n. 
further period of three years. The increase of the duty on cotton 
piecegoods from 11 to 15 pp.r cent. was dictated by considerations of 
revenue alone. The addition of the protective duty was proposed 
·partly in order to provide a temporary shelter under which the 
,(·otton textile industry, especially in Bombay, might be able so to 
organise itself as to be in a position "to sta.rt again with restored 
health and a new lease of life on its normal course of development", 
-and partly in response 1;Q a message from His Majesty's Government 

: asking that the serious effect of the proposals in England might not 
: be lost sight of. It was considered necessa.ry to raise the duty on 
; piecegoods imported from certain countries to 20 per cent. in order 
'to make the protecilon afforded to the industry fully effective. It 
t;as considered unnecessary to apply the higher rate of duty to goods 
'of British manufacture, first ibecause the history of the previous 20 
years indicated that with an advantage va.rying from 4 to 11 per 
'Cent. lar0'8 quantities of British goolls had been replaced by Indian 
manufactures and that there was nothing to justify the imposition 
'Of a duty in excess of 15 per cent. by wa.:r ?f protection against Bri
;tish goods; and secondly, becanse the ralSlng of the duty to 20 per 

,·cent. all round woulrl impose an undue burden on the consumer, 
\ raisin<J' the cost to him of t'normous quantities of goods which are 
not int!> effective competition with Indian manufactures. The mini
i mum specific duty on ' plain grey g?ods ' was pro~osed first bec~use 
I these goods form the staple productIOn o.f the I.ndIBl';l and espeCIally 
\ of the Bombay mills; secondly because It was In thIS class of ~oods 
that competition from abroad was most keenly felt; and thIrdly 
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becau~ the Indian mills as then equipped were capable of producing 
nearlI \hEl whole of the country's requJrement of this class of goods 
(except jaconetti and mulls which are woven from the finer counts 
of yarn and were not made in India). The definition of 'plain 
grey goods' was widened so as to include such new Classes of imports 
a8 dhutiswith printed headings, and 80 as to provide as far as pos
sible against the danger of substitution. With regard to the con
tinuance of the protective duty on yam, it was pointed out that 
labour conditions in Japan had been improved by the introduction 
of a new labour law since 1927 and it was now impossible to main
tain that conditions in Japan were inferior to those in India. On 
the other hand, a large import trade in yarn from China had come 
into existence, and labour conditions in China 'both as regards houn 
of wOJ·k and as regards the employment of women and children 
were far inferior to those in India. A law improving these condi
tions had been promulgated but it was reported that no attempt had 
been made to enforce it. And the continuance of the duty was justi
fied by the existing conditions in that country. The Cotton Textile 
Industry (Protection) Bill in which these proposals were embodied 
met with considerable opposition, pa.rtly on the ground that no pro
tection was needed and partly on the ground that the protection 
offered was inadequate; but the main attack was directed against 
the differential duty proposed for goods of British origin. An 
amendment proposing to make the duty on all cotton piecegoods 15 
per cent. or 3t a.nnas a pound whichever is higher was defeated; the 
Government accepted another amendment by which the minimum 
specific duty of 3t annas a pound was made applicable to all plain 
grey goods, including those of British origin jand with this alter-
ation the Bill passed into law. . 

6. Even before these proposals were formulated India with the 
1'est of the world had come under the influence of the severe depres-

. sion which started with the collapse of prices 
. OtheJ' !nfluences affect· in the latter half of 1929 Indeed it was the 
IDS the IDdustry. • • 

adverse effect upon the IndIan revenues of 
this depression which made it riecessary for the Finance Member to 
propose the increase of the duty' on cotton piecegoods from 11 to.15 
per cent., and its continuation iIi. an intensified form through 1930 
and 1931 led to further increases of ta.xation in March and Septem
ber 1931. The prices of the products of Indian agriculture have 
shared in the general collapse, and this has greatly reduced the pur
chasing power of the Indian 8goriculturist and has thus affected: the 
piecegoods market. Besides these economic developments the situ
ation has been complicated by the acute political controversies of 
the last three years. The' civil disobedience' campaign, launch
ed in March 1930, suspended early in 1931 and renewed at the begin
ning of 1932, proclaimed as one of its main objects the boycott of . 
forelgn goods.] Thus in attempting to estimate the effect of the
protective duhes imposed in 1930 on the cotton textile industry in 
India we find ourselves confronted on the one hand Iby the insuper
able difficulty of assessing the rela.tive influence of the tariff, the 
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general economic condition of the country and the political situation 
in" reducing the volume of imports; while on the other hand the 
st.imulus which the Indian industry has received from the protec
tive duties and from the political propaganda in favour of 
• swadeshi ' goods has largely been obscured by the severe depres" 
sion of prices ca.used by the economic conditions obtaining through
out the world. Nor have political influences worked entirely in 
favour of the Indian industry; trade has been hampered: by periodi
cal dist.urbances and the constant closure of markets; and propa
ganda directed against the use of foreign goods ha6 penalised the 
use of imported: yarn, both cotton and artificial silk. But before 
we begin to examine the position of the industry during this period, 
we must briefly describ!l the changes which have been made in the 
tariff since 1930. 

7. To supply the large deficit disclosed by th~ Budget for 1931-32 
an additional duty of 5 per cent. was in Ma.rch 1931 added to the 

import duties on piecegoods, and the duty on 
Additional duties im- . fi . I 'lk . d posed. . art! .CIa 51 yarn was raIse to 10 per cent; 

and III consequence of the further deteriora
tion of the financial situation the Indian Finance (Supplementary 
and Extending) Bill, introduced in the following September, pro
vided for an additional surcharge of 25 per cent. on all import 
duties, for the raising of the duty on artificial silk piecegoods to 40 
per cent. and on artificial silk yarn to 15 per cent. (the surcharge 
to be levied on the increased duty) and for new duties of 10 per 
cent. on machinery and dyes and of half an anna a lb. on raw cotton. 
Additions were also made to the duties on piecegoods manufactured 
from mixtures of cotton and: artificial silk. Before April, 1930, 
while the duty on cotton piecegoods was 11 per cent. and: that on 
artificial silk piecegoods 15 per cent., mixtures were assessed at one 
or other. of these rates a.ccording as less or more than 20 per cent. 
of the superficial area consisted of artificial silk. When the duties 
on cotton goods were raised to 15 or 20 per cent. according as they 
were or were not of British origin, mixtures containing less than 
20 per cent. of artificial silk, coming as most of them did from Japan 
or from the Continent, becapJ,e liable to a duty of 20 per cent., while 
those containing more than 20 per cent. of artificial silk continued 
to pay the revenue duty of 15 per cent. No change was made in 
March 1931 beyond the 5 per cent. addition to the duties on piece. 
goods of all description. But in September, 1931, when the duty 
on goods made wholly of artificial silk was raised to the same level 
as that on silk goods, the duty on artificial silk mi~tu~es ~hatever 
the proportion of their contents represented by artIfiCIal SIlk, ~as 
raised t.o the level of the duty on silk mixtures. Th~s at the tIme 
when this enquiry was referred to' the Board: the dutIes chargeable 
were as follows:-

Raw cotton 

Textile machinery 

Dyes 

6 pies a lb. 

10 'Per cent. ad t·alorem. 

10 per cent. ad 'Valorem. 
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Artificial silk yarn 
Cotton twist and yarn 

Cotton Piecegoods-
(a) Plain grey, that is not bleached 

or dyed in the piece, if import
ed in pieces which either are 
without woven headings or con
tain any length of more than 
nine yards which is not divided 
by transverse woven headings-
(t) of British manufacture . 

(ii) not of British manufacture 

(b) Others-

18! per cent. ad valorem. 
61 per cent. ad valorem or 11 

annas a lb. whichever is 
higher. 

25 per cent. ad valorem or 4, 
annas a lb. whichever is 
higher. 

311 per cent. ad valorem or 
41 annas a lb. whichever is 
higher. 

(i) of British manufacture 25 per cent. ad valorem. 
(ii) not of British manufacture' 311 per cent. ad valorem. 

Artificial silk piecegoods • . 50 per cent. ad valorem. 
Artificial silk mixtures • 341 per cent. ad valorem._ 

8. On July 25th, 1932, the Government of India in Commerce 
Department's Resolution No. 341-T. (161) directed the Board to 
, , make an immediate enqu:J;' into the allega-
Emergency enqUIry • 

1932. ' hon that cotton piecegoo s not of British 
manufacture were being imported at such a 

price as to render inoperative the protection contemplated by the 
duties imposed in 1930, and to report whether these duties should 
be increased by the Governor General in Council in the exercise of 
his powers under section 3 (5) of the Indian Tariff Act, 1894. The 
Board reported that the depreciation of Japanese currency since the 
beginning of 1932 had led to a remarkable increase in the imports 
of piecegoods from Japan at prices which were likely to render in
effective the protection intended for the India.n industry and that 
additional assistance should be given either in the form of a system 
by which the tariff values of piecegoods might be adjusted to 
counteract the effect of the depreciated exchange, or by raising the 
ad valorem duty on cotton piecegoods from 31! to 50' per cent. 
While pointing out that Japan was the only country whase currency 
was so depreciated as to endanger the scheme of protection for the 
Indian industry, the Board considered the low prices at whIch 
Japanese goods were being imported such a menace that it recom
mended that, in case the Inda-J apanese Trade Convention of 1904 
debarred the Government from raising the duty upon goods of 
Japanese origin alone, the increased duty should be applied to all 
goods not of British manufacture. The Government of India 
accepted the Board's finding of facts; they did not accept the sug
gestion that tariff values might be adjusted in such a way as to 
counteract falls in prices due to depreciated currencies, and they held 
that the terms of the Indo-Japanese Trade Convention did' not 
admit of their increasing the duties on Japanese goods alone. Thev 
held ho~ever that they had the power under section 3 (5) of th'e 
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Tariff Act to alter the specific duty on plain grey goods as well as 
the ad valorem duty, and they accardingly directed that until 
March 31st, 1933, the duty on all piecegoods not of British manu
facture be raised to 50 per cent. ad valorem the minimum specific 
duty on plain grey goods being raised to 5i annas a lb. 

9. It is. necessary at the earliest possible stage in this Report to 
emphasise the difference in scope between this enquiry and that held 

Scope of this . by the Tariff Board in 1926-21. The object 
en9ulry. of that enquiry was primarily to ascertain 

the ca.uses of the depression in the industry at that time, with 
special reference to conditions at Bombay and Ahmedabad, and to 
consider how far the depression wa,s due to the competition of other 
countries in the home and export trade, and to what extent protec
tion was necessary to sa.feguard the industry. Our terms of refer
ence require us to consider first whether the claim of the Indian 
cotton textile industry to protection has been established, and if so 
in what form and to what extent it should be given. The main 
purpose of our enquiry must therefore be to ascertain how far the 
industry satisfies the conditions which the Indian Fiscal Commis
sion has la.id down, to estimate the importance of the industry in 
the economic structure of the country and to see how far its develop
ment is likely to be prevented or retarded without the help of pro
tection. The Tariff Board in 1926-21 admitted the claim of the 
Indian industry to protection only to the extent that the foreign 
competition with which it was faced was unfair. We are required. 
if we find that the claim fpr protection is established, to propose a-n 
effective measure of protection against all foreign imports which 
compete with the goods produced in Indian mills. This measure of 
protection can only be determined by a comparison of the costs of 
manufacture in Indian mills with the prices at which cotton goods 
find a market in India.. 
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The Indian Industry and the Indian Market. 
10. The Tariff Board's report on the Cotton Textile Industry 

Enquiry, 1926-27, opens with a survey of the cotton mill 
T . , industry in India during the first twenty-

192&.Zlf Board 8 Borvey, five years of this century, covering first the 
. period of steady progress in the earlier 

years, when the industry ceased to be essentially a spinning indus
try and the export trade in yarn began to decline in importance, 
secondly the war years- when development was arrested, mainly 
owing to the difficulty of obtaining new machinery, and imports 
of yarn and piecegoods from Japan first reached considerable pro
portions, thirdly- the three years 1919-1921 of abounding pros
perity, and lastly the period of depression in the years 1923. to 
1926. The most striking feature brought to light by this survey 
was the great expansion of the industry in all directions but more 
particularly in weaving as compared with spinning; other features 
hardlv less important were the loss of the export trade in yarn, 
the gradually decreasing dominance of Bombay in the home 
industry and the increasing share of Japan in the import trade. 
The following review of the conditions of the industry from 1926 
onwards will show the persistence of the same tendencies, though 
there has been a considerable change in their relative importance. 
The industry has continued to expand and there has been greater 
expansion in weaving than in spinning. The export trade in yarn 
has continued to decline. Both in the number of mills at work 
and in production Bombay continues io lose its commanding 
influence. And though the import trade as a whole has fallen with 
great rapidity since 1929-30, Japan's share of it has become steadily 
greater. -

11. There has been little change in the distribution of mills 
. .. . tllroughout India, which is shown in the 

DistributIOn of Mills. following Table for the year 1931:-

TABLE I. -
Mills working. Mills in 

MUIs QOurse of 

Spin· Weav· Spin. idle. erection _ -- (or receotly 
ning ing ningand Total. registered. 
ouly ouly. weaving. 

1lombay • . . . 6 1 66 '73 8 . . 
Abmedabad . . . 6 5 62 '73 3 8 

( 9 ) 
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Mills working. 

-- Spin· Weav· Spin· 
ning ing ning and 
only. only. weaving. 

---------
Bombay Presidency other 6 7 19 

than Bombay and 
Ahmedabad (a) 

United Provinces (b). 10 1 11 

Madras (e) · 16 3 6 

Central Provinoes (d) " .. 7 

Bengal · 4- 2 7 

Delhi · .. .. 5 

Punjab · · · 1 .. 3 

Berar .. .. 4-

Baroda (e) · 5 .. 8 

Ajmer.Marwara · 1 1 2 

Hyderabad .. .. 4-

Indore · · · .. .. 9 

Gwalior · · .. .. 3 

Kathiawar · 1 .. 4-

Sangli · · · , · .. 1 .. 
Kolhapur. · " .. I 

Cambay · · .. I I 

RajnandgaoD · · .. .. I 

!IIysore (f) · 1 I 3 

Kishangar · .. .. 1 

Travanoore and "cochin · .. .. 1 

pondioherry · · .. .. 3 

Burma 1 .. .. ---
Tlltal 58 23 231 

I 

I, 

(a) Sholapur 5, Surat 6, Broach 5. 
(b) Cawnpore 9. 

Mills in 
Mills course of 
idle. erection 

Total. or recentl 
registered. 

---
32 6 3 

22 1 1 

25 1 2 

7 .. .. 
13 4- 4-

5 1 . . 
4- .. .. 
4- .. .. 

13 1 2 

4- .. .. 
4- 1 .. 
9 .. 1 

3 I 1 

5 .. 1 

I .. 1 

1 .. .. 
2 .. .. 
1 .. .. 
5 .. .. 
I .. .. 
I .. .. 
3 .. .. 
I .. .. 
-------

312 27 24-

(e) Madras 3, Coimbatore 8, Madura 5. 
(d) Nagpur 2, Wardba 3. 
(e) Baroda 4, Sidhpur 2, Kalol 2, Petlad 2, Billimora I, Kadi I, Navsari 1. 
Ii) BangaJore 4, Mysore 1. 
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The total number of mills working has risen from 274 in 1925 
to 312 in 1931, when there were 30 more spinning and weaving 
mills and 8 more spinning mills at work than in the earlier year. 
The number of idle mills has risen from 20 to 27, Bombay and 
Bengal each contributing three to the increase; and whereas in 
1925 there were 43 mills in course of erection, there were in 1931 
only 24. Most of the new mills have come into existence in 
Ahmedabad (15) and the Madras Presidency (9). Bombay and 
Ahmedabad are still the principal centres of the industry; about 
half the total number of mills in the country are at these two 
places, which together in 1931-32 produced 49'1 per cent. of the 
yarn and 61'5 per cent. of the cloth manufactured by the Indian 
mills. Apart from these two centres the industry is still so 
scattered that any detailed survey of the conditions of the up
flountry mills is impossible. The statement in Appendix III shows 
in the form of the statement in Appendix II of the 1926-27 Report 
for the country as a whole the progress of the industry between 
1925-26 and 1930-31. It will be seen from this statement that 
the number of spindles to looms in the mills at work has fallen 
from 53 in 1925-26 to 51 in 1930-31. In Bombay and Ahmeda
bad alike the fall is from 45 to 43. The average number of hands 
employed daily has risen in the country as a whole by more than 
20,000 or nearly 6 per cent. In Bombay the number has fallen 
by more than 20,000 or 13'5 per cent. In the following Table 
the number of mills working and the production in 1931-32 are 
compared with the figures for 1925-26 for Bombay, Ahmedabad, 
the rest of India and ,the country as a whole:-

TABLE. II. 

- Prod tl ! I - Production of -
Number of I : d ;;r:n 

0 ~ = woven goods of ~ d 
mills working. I "',0 M11l1 of pounds. "',2 ~II descriptloDs "'S 

.:! ~ ODS I .s ~ MilliODS of pounds. .s-:; 
I "'5 1 1"- --- .. ,;:; 

1925.26.
1 
1931.: ~ .. 1925-26,1931-82, ~ ~ 1925-26.\1930-81. ~: 

B-o-m-b-.Y----I--
79

- 1-:-:I-~7'8 -:- -:-1-:23'4 -:- -=-~o 
Abmedabad • • 58 73 +80" 103 152 I '1-47'8 106 149 +46" 

Rost of India • 135 168 I +22'9 322 492 +52'8 159 259 +81'9 

'--.I::-=- I . 
• 270 I 812 ~~ - 686 I 966 I HO'9 465 1_ 672 I H4'I 

I I 

Total 

I'ercoatage of-

_ Bombay to all 
India. ' 

29'3 i 28".. 38'1 83'3 ! .. 
~hmed.b.d 

all India. 
to 20'7! 23'7.. 15'0 15'8 I .. 

Rest of India to 
all India, 

50'O! 52'9.. 46'9 50'9\ .. 
i , I 

43'0 39'8 

22'8 22'2 

88'S 

This Table shows the extent to which the industry has expanded 
in the country as a whole, and the extent to which Bombay's 
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progress has been slower than that either of Ahmedabad or of 
the other upcountry centres. Between 1925-26 and 1931-32 in 
spite of a reduction ·in the number of mills working in Bombay 
its production of yarn has risen by 23'4 per cent, and of wove~ 
good~ by 32 per cent. But even this substantial increase of pro
ductIon has been surpassed by Ahmedabad whose production 
both of yarn and of woven goods shows an increase o:f nearly 50 
per cent.; while the mills in the rest of India have increased 
their production of yarn by 52'8 per cent. and of woven goods 
by 62·9 per cent. Thus Bombay's share of the yarn production 
has fallen from 38'1 to 33'3 per cent. and her share of the pro
duction of woven goods has fallen from 43 per cent. to 39'3 per 
cent.; Ahmedabad's share has remained about constant; and the 
share of the rest of India shows an increase. 

12, We now proceed to examine in closer detail the production 
of yarn and piecegoods in Indian mills during the period 1926-27 

to 1931-32. 'l'he following Table shows for 
each of these years the quantity of yarn 

spun in the Indian mills:-

Production: (i) Yarn, 

TADLE III. 

Yarn spun in Indian Mills. 
(Millions of lhe,) 

~ , I Percentage i I variation 
1926.27. ,1927.211. 1928.29. 1929·30. 1930·31. 1931·32. i ~~6~ 

. I and 
Counts, 

_____ 1 ___ : __ 1 ________ I _19_31_.3_2_._ 

114"64 i 105'98 78'89 105'46 113'59 116'99 \ + 2'05 1-10 

11-20 

21..;...s0 

81-40 

401'04 : 445'15 +11'00 
i 

388'82 303'14 387'92 400'15 
I 

248'31 i 293'96 +18'38 
1 

263'07 1 213'01 271'82 259'69 

27'66 ! 33'76 i 37'49 46'37 60'75 , 
11'14 10'03 15'28 27'31 
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hess it lost in those years.' Mills situated in Indian States, in 
the United Provinces, in Madras and in Ahmedabad have all 
secured part of the business lost by Bombay. The following 
statements show for each year the quantity of yarn spun in various 
parts of India and the percentage which these quantities bear to 
the total production of each year:-

TABLE IV, 

Quantity of yarn spun. 
(Milliona of I"', 

Bmnba,. Ahmed· Bomba,. United Central Indian Other - JalancL abad. other Madras, Bengal. Fro- Fro- State., contres. TotaL -_. 'fin .... 'fin .... 

--------- r----
1928-27 844'88 105'91 81'25 64'50 81'54 68'SO 38'00 72'89 18'47 807'111 

1927-ll8 818'76 111'11 61'98 68'78 84'85 66'50 42'88 84'85 20'18 S08'91 

1928-11D 168'76 116'72 59'88 69'04 80'02 SO'88 "'08 90'82 24'38 848'SO 

192.SO 288'22 186'78 68'SO 74'60 87115 78'42 45'11 102'61 80'42 888"41 

1980-81 270'91 187'11 87'98 76'93 87"78 86'05 45'10 113'61 82'88 867'28 

1981-82 821'59 152'88 76'09 87'68 -87112 89'82 44'14 118'26 89'88 966'41 

TABLE V. 

Percentage of yarn spun. 

Bomba)' Ahmed· Bombay United Centul Indian Other - (other Madra._ Bengal. Pro- Pro-I.l.nd, abad. cenr.rea.) vinoea. vincet'. I:lt .. tea. centreB. 

1- ------ --- -- -- --- ---
1926-~7 '~'73 13'111 7'59 7-00 3-90 S'02 4-82 903 2'30 

1917·28 39400 13-73 7'66 S'O:> '~24. 8'23 530 10-43 961 

1928-29 23'72 ]S-OO 9-16 10'66 4'63 9-30 680 13-98 S'7el 

1929-30 31'68 16'29 S19 8-94 ,-" 9'17 6-41 Ill-as 3'66 

1930-31 31'2' 111-87 7-83 S'87 "31i 9'SO 6'20 13'09 3'75 

1931·32 33'28 111'77 777 9'07 3S9 9'~9 4-67 12-24 "12 

~ 

13. The increase in the production of yarn of the finer counts 
is noteworthy. In paragraph 81 of the 1926-27 Report the Tariff 

_ Board emphasised the desirability of such 
Production of YaJ:n of a development in the Indian industry 

finer counts, '11 . B b d M H d . espeCla y In om ay, an r. ar y In 
his report in 1929 recorded some evidence of progress made by the 
industry in this respect. The following Table shows for Bombay, 
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Ahmedabad and for the whole of Indi'a the aetnal output for each 
year of the finer yarns:-

TABLE VI. 

Quantity oj yarrn spun. 

(MilIion8 of lbs.) 

All India.. Bombay. Ahmedabad. Other contres, 

-
81·408. Above40e. 31·408. Abo.e4Ga. 31-40~. Above40s. 31-Ws, Above40s. 

-- ----- --
1926·27 28 12 9 4 8 6 11 3 

1927-28 34 11 1:1 6 10 4 12 2 

1928·29 87 10 9 3 13 4 16 3 

1929-30 46 16 .3 6 16 6 18 4 

1930,31 61 27 23 10 17 11 21 6 

1931-32 71 34 29 13 20 14 22 7 

Progress has been very rapid both in Bombay and in Ahmedabad; 
in the rest of India it has been steady though more moderate. 
The next table shows for Bombay, A.hmedabad and the rest of 
India the proportion borne hy yarn of various counts to the total 
production of each year. 

TABLE VII. 

Statement showing the percentage of yarn of different counts to 
the total quantity spun in each year, 

Connt. 1926-27, 1927-28. 1928-29, 1929,30, 1930-31, 19-'11-32. 

A,-All-IndiG, 

I-lOs 14'20 13'11 1217 1265 11'09 12"11 

11-208 49'67 48'06 4676 46'54 46'15 46'O~ 

21-30~ 3076 3262 3286 32'61 29'94 30'42 

81-40s 8'42 4o'l7 5'78 5'56 7'00 7"35 

Above 408 1'43 1'38 1'55 l'IlS S'15 352 

Wastes '49 '76 '88 '81 '67 '54 
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Count. 1926-27 1927·28. 19'28·29. 1929-30. 1930·31. 1931·32. 

B.-Bomb"" 1.!4 .. d. 
I-lOs • . IlHl 19'8S 21'10 20'11 19'5O 16'32 

11-::0a M'47 41'10 40'26 40'23 37'21 37'66 

21-30. 30'17 38'72 30'60 82'56 30'55 02'58 

81-40. 2'66 3'811 5'57 4'96 S'87 9'17 

Above 'Oa l'25 1'68 2'04 1'76 S'88 4'03 

Wastes '33 "31 '48 '38 '19 '24 

O,-Ahmeda.ba.d. 
I-lOa 2'41 2'09 2'07 2'18 202 1'24 

11-20. 87'77 36 92 38:76 35'64 35'02 36'44 

21-80a 41'45 60'09 4986 46'49 42'6B 39'98 

81-408 7";9 8'66 10'88 U'84 12'51 12'S8 

Above 40a 4'55 8'24 3'48 4'85 7'SO 9'46 

Waatea ... , .. ... ... ... .., 
D.-Olher Centree. 

I-lOa 11'03 11'05 11'66 11'38 12'46 12'71 

II-~Os 68'30 fiNS 53'012 53'77 5471 lW52 

21-308 26'38 26'86 28'52 28'30 25'78 26'05 

81-40. 2'86 813 4'31 4'12 456 -N6 

Above 40s . 67 '66 '75 1'09 1'34 l'~5 

Waatea '78 1'39 1-3, 1"8<1 1'15 '91 

It wlll be nobced that. In the country as a whole the percentage 
borne by counts above 30s has risen from 5! to nearly 11 while 
there has been a corresponding fall in the percentage borne by 
counts below 30s. In Bombay the higher, eounts in 1931-32 
represented 13 per cent. of the production as against a little 
under 4 per cent. in 1926-21, while at Ahmedabad counts above 
30s represented 22 per cent. of the output in 1931-32 as com
pared with 12 per cent. in 1926-27. In Bombay the proportion 
borne by yarn of counts below 20s in 1931-32 shows a marked 
reduction as compared with that of 1926-21. In Ahmedabad the 
proportion borne by counts 21s to 30s shows a considerable fall 
while the fall in the proportion borne by yarn of counts below 
20s is comparatively slight. In the other mills the variation 
has not been so marked; but there is an unmistakeable tendency 
to reduce the proportion of counts 11s to 20s and to increase 
that of counts above 30s., Further light is thrown upon the rela
tive progress made by Bombay and Ahmedabad in this respect 
by the next Table which shows how much of the total production 
of yarn of each quality has been spun at Bombay, A.hmedabad 
and elsewhere. 



TABLE VIII. 

Statement showing lor yarn 01 vaMoU8 counts the proportion produced m Bombay Island, Ahmedabad 
and elsewhere in each year. 

Counts 1-10. Counts 11-208 Conntl21-308 Connts 81--40. Co1lJlts above 40. Waatea, Total, 

Year, -g .!i od ol i ~ 
-g 

~ 
-g ~ 1 ~ J .s . " ~ = II od 51 .. od ..; II ..; .. od 51 ~ ..; 

;3 .. := .. := J ;3 .l! := 
~ 

;!I .l! lI! 
,Q t' 1>0 "lil t 1>0 J 1>0 b 1>0 i "lil 1I II 1>0 .. i 1>0 

f ~ 
~ 

... 5 .l! 'i ~ i i 5 ~ j 
... 

~ 5 
j ! ~ j " j 0 0 

~ ! ! 0 

~ 12 ;j ;j ~ ~ 12 ~ = = ~ II'l II'l II'l ~ ~ II'l ~ ---- --~ -- --~ -- ---- -- ~ -- -- -- -- ----- - ---
1926-27 6S'62 2'23 84'25 88'24 9'97 61'79 41'90 20'24 37'86 88'28 29'S7 36'S7 87"38 41'80 20'S2 2S'93 .. 71'07 411-73 18'lS 44'16 . 
1927-28 · 68'27 2'19 89'64 88'70 10'26 66'04 40'85 21'16 87'99 86'88 28'50 86'12 45'16 42'82 22'62 18'96 .. 81'04 89'40 18'U 46'86 

1926-29 41'11 8'05 55'84 20'42 13'00 66'58 22'09 27'80 50'61 22'85 88'72 48'43 81'21 40'49 2S'30 11'61 ,- 88'49 28'71 1S'OO 58'29 

1929·80 50'29 2'80 46'91 27'20 12'47 60'24 81'68 28'22 45'25 28'20 ' 83'21 88'59 80'80 88'61 81'09 12'98 .. R7'Oll 81'57 16'18 52'15 

1980-81 · 47'22 2'44 50'84 25'19 12'00 62'81 81'S6 22'42 45'72 87'82 28'24 84'44 88'42 88'09 22'69 0'15 -- 90'85 81'25 15'81 52'04 

1981-82 · "'87 1'62 58-51 27'21 12'n 60'82 85'04 20'72 n'84 41'48 27'60 80'92 88'10 411'41 19'49 14'69 .. 85'41 88'28 15'77 60'05 
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In 1931-32 Bombay produced 33'28 per cent. of the total quantity 
of yarn spun in the country as compared with 42',3 per cent. 
in 1926-27. The loss is distributed fairh" equally over all grades 
of yarn except in the cases af 31s' to 40s counts where 
Bombay so far from losing has increased her proportion of the 
production from 33'26 to 41·48 per cent. and of counts above 
40s where Bombay's proportion has risen from 37·38 to 38'10 
per cent. Ahmedabad has advanced her proportion of the total 
production from 13·12 in 1926-27 to 15'77 in 1931-32. The gain 
here has been mostly in counts 11s to 20s. In the case of the 
other mills whose proportion of the total output has risen from 
44·15 per cent. in 1926-27 to 50'95 per cent. in 1931-32 the gain 
has been in yarn of the lowest counts. 

14. The following table shows for each of the years 1926-21 
" , to 1931-32 the quantity of piecegoods pro~ 

(II) Plecegoods. duced in the Indian mills:-

TA.ll!LE IX. 

Indian production. 
(Millions of yarda,) 

---.- 1926-27. 1927-28. 1928·li9, 1929-30 1930-31. 1931-32. . --- ---
{h61J and Bleathed. 

Chadars . 65'6 66'8 567 66'0 M'O 55'7 

Dhatis • . . 585-7 616'0 564'2 776'0 83blo 964'5 

Drills and jeans . . 79'" 91'S 76'3 1003 80'7 103'!! 

Cambrios and lawns 3" 6'6 "6 3'6 28·9 oJ;l'3 

Printers 20,9 20'2 22'5 19'6 19'1 22'0 

BhirQugs and longcloth 580'5 320'0 ':'7"2 685'2 642'2 '790'9 

T-cloth, domestics and 93'S 922 
&hestings. 

75'6 9CJ'7 121'9 1540'40 

Tent cloth 6'7 6'1 6"9 7'6 8''? 40'~ 

Khadi, Dungri or Khad-
dar. -

98'7 116'1 98·7 124.'6 176'2 119'0 

Other 80rts • 42'7 4.0'9 35'0 41'4 401"4 626 

------- -
Total 1,677'2 1,675'0 1,409'6 1,814'9 2,003'5 2,SI1'1 

Coloured piece goods 681"6 681'6 483·7 604'1 567'6 678'8 

---
Total piecegoode 2,258'7 2,366'6 I,E98'S 2,419-0 2,661'1 2,98U 

----------' 
Other goode in millions 

of pound~. 
11'7 16'0 12" 14'6 12'6 13"6 
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Thro~ghout the six years the bulk of the Indian production has 
been Included under the three heads-dhutis, shirtings and long
eloth and coloured piecegoods. Dl~utis which in 1926-21 repre
sented 26 per cent. of the productIOn advanced to 30 per cent. 
in 1928-29 and have stood at 32 per cent. in each subsequent 
year. Longeloth and shirtings which represented 26 per cent. 
in 1926-21 and 1921-28 fell to 25 per cent. in 1928-29 and 24 
per cent. in 1929-30 but recovered to 25 per cent. in 1930-31 
and 26 per cent. in 1931-32. There was a marked fall in the 
proportion of the output represented by coloured goods from 30 
per cent. in 1926-21 to 29 per cent. in 1921-28, 26 per cent. in 
1929-30 and 22 per cent. in 1930~1; but in 1931-32 the fall 
was arrested and the output of coloured goods represented 23 per 
{)ent. of the total production. As compared with 1926-21 the total 
production in 1931-32 shows an increase of 131.·1 million yards 
or 32 per cent., the output of dhutis has increased by 318·8 million 
yards or 65 per cent.; that of shirtings and longc1oth by 210·4 
million yards or 36 per cent.; while the output of coloured goods 
which in 1930-31 had fallen by 123'8 million yards or 18 per 
cent. has in 1931-32 recovered to within 3 million yards of the 
production attained in 1926-21 and 1921-28. Among the other 
classes of goods the production of khadi, dungri or khaddar in 
1930-31 showed a sudden increase of 50·6 million yards or 41 
per cent. over the production of the previous year; but this rate 
of production was not maintained; for in 1931-32 the output fell 
by 5·4 million yards as compared with that of 1929-30. The 
output of T-eloths, domestics and sheetings in 1931-32 was 61'1 
million yards or 65 per cent. in excess of that for 1926-21. And 
the increase in the production of cambrics and lawns from 3'6 
million yards in 1929-30 to 43·3 million yards in 1931-32. is 
specially noticeable as indicating the measure of success whICh 
has attended the attempt on the 'Part of the mills-especially 
those in Bombay and Ahmedabad-to improve their output of 
goods of higher quality. 

TABLE X. 

Production oj Cambrics and La1vns. 
(Million yards.) 

-- 1929-30. 1931-32. 

Bombl\y Island . 'SO 14'6' 
Ahmedabad . . . 1'31 1>.2'27 
Bombay (other Centres) '58 3'84-
T ndia., Statel . . . '63 -,1.1 
United Provinces -19 1"69 
Others - . ·os -07 

Total 3'59 43'32 
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15. Table XI shows for each of the last five years the produc
dion of (a) piecegoods of all sorts, (b) dhutis, (c) longeloth and 
Pdt' b shirtings and (d) coloured goods in vari()us 

ro nc Ion y area&. parts of the country. 

TABLE XI. 
(Millio',s of yards,) 

-- J92&.2'1, 1927-28. 1928-29, 1929.30. 1930-31. .931-32, . - --- --- ---
.A,- ToI4l prllliudWm. -

lIombay bland \ 1,185'0 1131'5 iSN, 888'9 967'6 l,21S'9 

..lhmeru.bad , 507'8 525'8 588'~ 64,9'0 691'6 781'1 

Bombay (other oentres) • 1"'0 171'2 168'8 J87'O 1'16-6 19o-a 
Indian State. · 191'5 215'S 260'3 293'9 S07'S 327'3 

. Cent.al Provinc8B and 
Ber~, 

70'7 71'11 77'B 81'6 82'0 81'7 

Ajmer and Delhi 88'S 46'6 55'l 69'S 74'6 92'7 

Uniwd Provinccs 76'5 112'0 93'8 117'9 130-0 1"'21 

.Bengal · · 31'8 35'8 403'6 63'2 n's 79"6,. 

,Madras · 58'2 60'0 60'0 64'1 61'2 68'S 

B,-Prodvelton tlJ 
dhut ... 

'1Iombaylsland · 150" 168'8 86'S 1708 229"4 2&'1'6 

.Ahmeru.bad , 241'9 236'5 248'1 306'& 290'1 S19'S 

:Bombay (other oentres) 50'2 55'0 49'11 6,')'6 57'3 65'1 
lndian States · 89'7 41'1 52'2 68'2 62'9 64,1 

Central Provinecs and 28'4 28'2 27'l 29"9 32'9 37'1 Berar, 

.Ajmer and Delhi • · 13'0 12'3 13'8 18,0 IS'4 23'4 

United Provinces 114'6 403'6 52'1 64'1 69'11 86'7 

llengal . 17'9 23" 27'1 44'0 66'S 65'1 
.Madras . · · 9'1 8" 8'1 109, 13'9 13'8 

C,-Production oj 
iongcJoth and 

Mirt;"', •• 

:Bombay1sland _ 37"0 378'1 168'0 289'0 327'6 4oS5" 

.Ahmedabad • · · 86'11 109'4 1112'0 13S'6 170'5 170'Q 

llombay (other oentres) 18'6 22'2 lI'2 21110 26'8 M'~ 
,Indian Stews 53'$ 64'S 86-1 82:8 80'0 106'2 
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\ - 1926·27. 1927·28, 1928-29, 1929-30, 1930-31. 1931·32, 

C.-Production of 
longeloth "nd 

BhirtingB-contd. 

Central Provinces end 10'0 7-0 6'S 6'0 5'S 7'~ Berar. 

Ajmer and Delhi s"J. 7'4 9,7 S'5 S'6 4~ 

United Provinces • • 10'S 9'1 9'7 ~12'4 13,9 9'2; 

Bengal . 92 7'1 95 10'6 6'6 S'9 

Madras 12'S IS 1 10'6 ,;t2'9 7'6 IS 8 

D,-Production of 
coloured good" 

Bombay Island 417'S 387'S 182 II 273'6 22l'l 2SS'S 

Ahmedabad. 128'1 12)1'9 12l'S 1311 6 156 S 2r.S'7 

Bombay (other centrcs) 50'9 62'S 6O'S 63,& 49'1 52'g. 

Indian states .' Sl'9 S7'7 42S 45'9 66'1 58'S 

Central Provinces and 14'1 
Berar. 

IS'O 24,.S 24,'1 n" 17'1> 

Ajmer and Delhi . 1'6 2'9 4'5 7'0 S'l 10"9-

United Provinces 4'S 6"5 6'9 S'9 7-5 6'1 

Bengal 1'0 S'4 4'9 6'0 4'0 S'g. 

Ml\Clraa 31'8 SS'4 S56 34'6 3-1'0 S56 

The short production in Bombay Island in 1928-29 which is dis
closed by all four statements was caused by the closure of most 
of the mills for about 6 months on account of labour trouble. It. 
is only in 1931-32 that Bombay has recovered the ground lost 
in that year. The mills in the Bombay Presidency other than 
those at Bombay and Ahmedabad show Po large increase in their 
total production in 1927-28, a slight fall in 1928-29, a consider
able increase in 1929-30, a fall again in 1930-31 and a larger 
increase in 1931-32. In. Madras the total output in 1930-31 was 
slightly less than that in 1929-30 but the loss was more than 
recovered in 1931-32. In the Central Provinces production in 
1931-32 was slightly less than that of 1930-31. Everywhere else
there has been a regular increase from year to year; in the year 
1929-30 the Indian States, Bengal, the United Provinces and 
Ajmer and Delhi show exceptional increases and in 1931-32 there 
were not.eworthy increases in Bombay Island, Ahmedabad, and 
~jmer and Delhi. The progress of Ahmedabad has been notice
ably rapid; the mills in Bengal have doubled their production 
Bince 1927-28; and BO nave those in Ajmer and Delhi. Table XII 
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gives for the total production as well as for' dhutis, longeloth and 
shirtings and coloured goods separately the ~tual and the per
centage variation in output between 1926-27' and 1931-32. 

TABLE XII. 

Variation in production bet'ween 1926-27 and 1931-32. 

All sorts, Dbutis, Lonf,cloth and 
S ,irting., Coloured good •• 

I -- V .. ria- Vari .... V .. ri .... v .. ri"-I tion Per- tion Per' tiou Per- tiou Per' 
million oentage. million centagp. milliou centage, million I centage 
y .. rd., yards. yards, y .. rds, 

~--- --1---

Bombay +81,9 +7'22 +137'4 +91'f8 +615 +16'44 -138'6 \ -32'00 
bland, r-;.-'J- . I 

Ahmed .. bad ,.273'9 +53'00 +779 +32'21 +84·0 +96'66 +80'6 +62'92 

Bombay +46'2 +32'08 +14'9 +l!9'68 +16'8 +8496 +2'0 +393 
(0 the r 
oentres). 

Indian +135'8 +70'91 +24'4, +61'46 +50'3 +9332 +269 +8"33 
State.. 

Central Pro +11'0 +16'66 +9'1 +32'0' -2'5 -25'00 I +3'6 +24'82 
vince ... nd 
Bera., 

Ajmer .. nd +54"4 +142'040 +JO'4 +80'00 +1'3 +"1'93 +9'3 +681'26 
Delbi, I 

+67'7 +88'50 +62'2 +161'30 -1'6 -14'81 +1'3 +27'08 United Pro- , 
vince •. 

.1 Bengal +47'6 +149'69 +47'2 +263 69 -0'3 -3'26 +2'9 +290'00 

Madras I -tlO.s +18'18 +4'7 +1i16/i +1':; +12'20 +3'8 j +11'95 'I 
We have seen that in the country as a whole the production of 
dhutis has increased by 42 per cent. Tables XI and XII show 
that all parts of the country have contributed to this increase 
and that it has been most conspicuous in Bombay, Ahmedabad, 
Bengal and the United Provinces. In the case of longcloth ane' 
shirtings Ahmedabad has nearly doubled its production and there 
has been a considerable increase in the Indian States. Bombay 
Island is the only part of the country in which the output of 
coloured goods has deelined; but in these mills this branch of 
production has fallen off by 32 per cent. Ahmedabad and the 
Indian States show considerable increases, but not sufficient to 
compensate for the heavy fall in Bombay; and for the country 
as a whole the production of coloured goods shows a slight loss 
of ,38 per cent. 

Table XIII shows for piecegoods of all kinds and for dhutis, 
shirtings and longeloth and coloured goods separately, what per

l) 2 
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centage of the total yardage_ produced each year is contributed 
by mills in differ~t parts of the country:-

TAlILE XIII. 

India1~ production of piecegoods (percent;'ge of total yardage). 

- 1926-27. 1927·28. 1928-29. 1929-30. 1930-31. L1931-32. 

.4.-.4l! Stwt.. 

Bomba.y Island 50 49 28 87 38 41 

Ahmedabad • 28 22 81 27 27 26· 

Bombay (other centres). 6 '1 9 8 7 6-

Delhi and Ajmer • 2· S 8 8 3 3· 

Central Provinces and 8 3 4 3 3 3· 
Berar. 

Indian States 9 9 ]4 12 12 11 

United Provinces • S 4 5 5 • 5 6-

Bengal . · 1 1 2 S 3 3 

..I1:adJ'aa 8 S S 3 2 2-
-

B.-Dhutis. 

Bombay Island · 26 2d 15 22 28 31}< 

Ahmedabad • · 41 38 " 40 115 33 

Bombay (other centres) 8 9 9 8 7 '1. 

C~ntral Provinces and 5 , 5 4 4 4, 

Berar. 

Ajmer and Delhi • · 2 2 2 li 2 a. 

Indian StateR · '1 7 9 9 7 'I 

United Provinoes • · 6 7 9 8 8 9· 

Bengal. .. S 4 5 6 7 ';; 

Madraa · 1 1 1 1 II L . 
-

C.-Shirting. ond 
lonS~lod .. 

Bombay Island · 64 61 S6 50 1i1 55--

Ahmedada.d • 15 18 sa 24 27 22. 

Bombay (other oentres) 3 , Ii 4 
, 4· 

Delhi and Ajmer • 1 1 2 1 1 1 

Central Provinoes and 2 1 1 1 1 ] 

Berar. 
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- 1926·27. 1927·28. 1928-29. 1929-30. 1930·il1. 1931-82. 

C.-Shirting aM 
longcloth-contd. 

Indian States 9 11 18 14 12 13 

United Provinces. 2 1 l! 2 2 1 

Beugal • 2 2 2 2 1 1 

Madras 2 2 2 2 1 2 

D.- Colowed. piece-
good •• 

Bombay Island 61 67 38 45 40 42 

Ahmedabad. . . 19 19 25 23 28 311 

Bombay (other oentres) 7 9 - 13 11 9 8 

Delhi and Ajmel' • 
'" 'M 1 1 1 :I 

Central Provinoes and 2 .i 5 4 4 S 
Berar. 

Indian States 5 6 9 8 10 8 

United Provinces. 1 1 1 1 I . . 
Bengal, . . .. . .. 1 I I 1 

Maar .. 5 5 7 6 6 5 

Bombay's share of the total Indian production has fallen away 
from 50 to 41 per cent., Ahmedabad and the Indian States being 
the principal gainers. As regards dhutis, Bombay has slightly 
improved her position, while Bengal has advanced from 3 to 7 
per cent., and Ahmedabad, though still contrilluting the largest 
percentage, does not occupy such an outstanding position as she 
did in 1926-27. In the case of shirtings and longcloth, Bombay 
contributes 9 per cent. less and Ahmedabad 7 per cent. and the 
States 4 per cent. more than in 1926-27. In culoured piecegoods, 
Bomtlay's yercentage has fallen from 61 to 42, the deficiency 
being made up by Ahmedabad, with small contributions from the 
Indian States, Delhi, other parts of Bombay, the Central Provinces 
and Bengal. 

16. Mr, Hardy in paragraph ]0 of his report of 1929, taking 
account of the quantity of Indian cotton suitable for spinning yarn 

of counts between 30s and 40s, of the 
Improve':Ilent in qualit.y qua.ntity of the finer varns imported and 

of productIOn. fl' f t'L • t d o t Ie quantIty 0 co "on Impor e , came 
to the conclusion that in Bombay, excluding the definitely 
coarse classes of cloth, 25 per cent. of the dhutis and shirtings 
were woven from counts of 25s or over, 13 per cent. from yarns 
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268 to 30s, 9 per cent. from yarns 31s to .10s and 3 per cent. 
from yarns 41s or over. To arrive at an estimate of the progress 
made in weaving the finer qualities of cloth we omit from our 
consideration all those classes tif cloth which are usually woven 
from the coarser counts of yarn. We have been informed that 
practically all the fine yarn which is imported is used by the 
handloom industry and that for practical purposes it may be 
left out of account in considering mill production. We have there
fore compared the mill production in 1926-27 and 1931-32 of 
dhutis, cambrics and lawns and shirtings and longcloth and 
coloured goods which are the classes of goods in which medium 
and fine counts of yarn are used. We have compared the mill 
production in these years of yarns of counts above 30s. We have 
converted this yarn into cloth at the rate of 100 Ibs. of yarn to 
106 Ibs. of cloth which we are informed is a reasonable rate of 
conversion for goods woven from the finer counts of yarn; and 
we can then see what percentage in each year the cloth represented 
by the fine yarn spun in the mills bears to the production of these 
classes of goods. The result of our investigation is as follows:-

TAlJILE XIV. 
(Million. Ths,) 

- 1926-27, 1931-32, 
, 

Mill produ'Jtion. of dhutis 123'1 IS~'3 

Mill produotion of oambrics and lawns . '7 5'8 

Mill produotion of shirtings and longeloth 13~'8 171\'3 

Mill proc!uotion of coloured goods 145'3 13S'6 

A,-Total . . 403'9 W9'O 

Mill production of yarn of oounts above 30s 39'2 105'1 

Dtducl-5 per cent. for yarn sold 2'0 5'3 

B,-Yarn used in mills . . 37'2 99'8 

C,-Equivalent weight of eloth at 100 
=I06lbs,oloth, 

lbs, yarn. 39'4 105'8 

Percentage of C to quantity of oloth at A 9'7 20'8 

Judged by weight the percentage of cloth woven from the finer 
counts of ya.rn increased from below 10 per cent. in 1926-27 to 
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21 per cent. in 1931-32. This must be considered a satisfactory 
~chlevem~nt. The sam~ tendency is further illustrated by the 
Increase In the production of bleached goods to which we refer 
in paragraph 145. 

17. In the next Table are shown the total imports of yarn in 
each of the last six years and the proportion which came from 

Imports: (.1 Yarn. the United Kingdom and from Japan in 
each year:-

TABLE XV. 
Import' 01 yarn. 

United Kingdom. Japan. 
Total 

- milliona 
of lbs. Millions Percentage. Millions Peroentage. of lbs. of Ibs. 
, ----

1921\.?7 49'42 20·11 . 40'70 26'62 63'86 
1927-2'1 62'34 20'66 69'30 16"97 32'42 
1929-29 43·77 2309 62'76 7'63 17·43 
1929-30 43'88 20·11 46·83 10'87 24,77 
1930·31 29·l4 1031 35·38 6·89 23·64 
1931-32 31"68 11·91 37"71 6·21 19'66 

It will be observe!1 that, whereas the United Kingdom and Japan 
together sent 94·56 per cent. of the total imports in 1926-27, in 
1931-32 these two countries sent only 57·37 per cent. This varia
tion is almost entirely due to imports of grey yarn from China 
which have in recent years largely replaced Japanese yarn. The 
only other countries from which yarn is imported in appreciable 
quantities are Italy, which sends both grey and coloured yarn, 
and Switzerland and the Netherlands which supply a certain 
quantity of coloured yarn. The following statement indicates the 
extent to which the fall in the imports from J span has been made 
good by imports from China:-

TABLE XVI. 
(Millions of Ibs.) 

Quantity of yam imported Percentage of total imports 
from coming from 

-
Japan. China. Total. Japan. Cbin..I1-. Both. 

1926·27 26'62 '93 27-65 63·811 1'88 65·7(: 
1927-28 16'97 12·04 20·01 32·42 22'99 65"41 
192'1-29 7·63 11·49 19'03 17"43 26'04 434T 
1929·30 1()O87 10·t9 21·30 24'77 23'96 4v7S 
1930-31 689 11·72 1861 23'64 4022 6.<;'86 
1931-32 6·21 13'22 19·43 19'66 41'86 61·62 
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The. fall in the imports in ~928-29 is evidently the effect of the 
specIfic duty first Imposed In 1927. From the following Table 
it will be clear that the fall occurred mainly in grey yarns of 
counts 31s to 40s ~nd . ~o a smaller extent in coloured yarns: - • 

TABLE XVII. 

Analysis of imports of yarn by kind a;nd count. 

(M iIlions of lbs ) 

Description 
1926·27; 1927·26. 192~·29. 1929.30. of 1930-31. 1931-32. 

cloth. 

I.-Grey. 

I-lOs '10 '32 '02 '11 '.- ... 
11-20& , '71 l'75 '81 '69 '26 '12 

SI~'JOa , '42 '39 '45 '39 '24 ·47 

31-4(la 20'95 21'97 16'27 15·51 13'13 1217 

Above 4.0s , , 6'96 6'42 7'81 7'20 3'0:) 4'39 

Two-folda • 6'60 5'29 5'S4 4'61 3'17 3'71 

---- ------
Total Grey 35'74 36'12 30'70 28'61 19'89 2l'46 

-- --
1L-White. 

1-208 · ... "01 . .. "01 '01 "01 

21-30a · ... '07 '04 '06 '01 '03 

81-4.08 , .,. 1-27 1'17 1'61 '94 1'02 

Above40a ., 1'06 1'14 1'32 '87 '61 

Two-folds • .,. 2'41 2"72 2'28 2-15 1'97 -------- ---'-- ---
Total White 4'01S 4'8l1 5'07 t'lIS 3'98 364 -

111,- Ooloured, 

1--20a . , '25 '40 '27 '22 '18 '19 
, 

Sl-30B , , '62 '38 '27 '113 '23 '25 

31-40a . · 3-45 4'0& 2-49 2'92 '68 '51 

Above 408. · '60 ',,7 '36 "46 '28 '23 

Two-folui • '64 '68 '50 '50 '36 '23 

------- ----------
Total Coloured • 6'36 6'99 3'89 4'33 l'iS 1"40 
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DI!IICri ption 
of 1926·27. 1937·28. 19~8·2!1. 1929·S0. 1930-31. 1931·32. 

cloth. 

----
I JT .--M eru,.,Bfl. 

1-2V. , .. , ... ... '02 '01 ., . 
21--00. , 

'" ... '01 ... ... . .. 
81-40. , , .. ... -01 .., .... '01 

Above 408, ... ... '02 .().i 'OS '02 

~"o.f~lda • , ... O'S6 4-0' 0'66 3'4!1 5-03 
-----'---------

~otal Af erceri.ed 4'11 5'36 4'08 5'72 S'03 6'06 --------
JT.- U,..pectJietl -os -05 '03 'OS '01 -02 

------------ ----
Grand total . 4\1'39 52'3t 43"77 43'87 2\1'14 81'58 

. The avowed object of the specific duty was to discourage imports of 
yarn of counts 3ls to 40s; and these figures indicate the extent to 
which it has succeeded in this object. 

18. Tab~e XVIII shows for each of the last six years the total 
quantity of piecegoods imported and the countries from which they 

(ii) Piecegoods. came and compares with these figures the 
quantity produced by the Indian mills, 

TABLE XVIII. 

Table ,howing the i'TTIIPori, of piecegood, with the countries which 
e:zport them and comparing the production in Indian mills. 

(M ilIions of ynrd .. ) 

~ d ... . .S 
I>G .. 

...:i 
.., 

.S ~ ~ - .., '" td ... UJ .. ... ... 1i * 
e 

"'" '" i: .; .. ;i a. .8 ~ .. .. 
-a ;!:l .. :a .. 

~ ';:l "0 ] Co ~ .. ~ ~ .. 0 
P ttl .... P CIJ ... t.> ~ foo .-. Eo< 

1-- - - r---
1926·27 · 1407 20 17 16 12 244 2 10 1'188 2259 4041 

192~-28 , 1543 20 26 28 15 323 '1 11 1973 235'1 433() 

1928·29 1456 20 38 30 11 S5'1 13 12 193'1 1893 383(} 

1929·30 1248 22 25 33 10 56ll 10 9 1919 2419 433& 

1930-31 · 523 13 10 9 6 321 2 6 890 25Gl 3451 

1931·32' · . 383 '1 11 19 I) 340 4 4 '1'16 2990 3766 
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In 1927 the imports reached 1973 million yards, the highest figure 
attained since the war. But there was a slight decline in the two 
following years and in 1930-31 there was a sudden fall to less than 
half the quantity imported in 1929-30. To this several causes con
tributed; it was partly due to the slump which visited industry and 
trade throughout the world; political conditions in India were partly 
responsible; and the protective duties first imposed in 1930 also 
operated to check imports. 1931-32 has seen a further decline. 
Over 90 per cent. of the imports come from the United Kingdom 
and from Japan. Since 1927-28 there has ,heen a continuous fall 
in the quantities coming from the United Kingdom; Japan's exports 
made a sudden jump in 1929-30 from 357 to 562 million yards, Imt 
in the two following years have reverted to the level occupied before 
the jump. Japan, however, has steadily_increased her proportion 
of the Indian import trade and there has been a corresponding 
decline in the proportion of that trade h.e1d by the United Kingdom. 

I 

TilLE XIX. 

Statement showing the quant£ties of piecegoods imported from the 
United Kingdom and from Japan and their percentage propor
tion to the total quantity imported. 

United Kingdom. Japan. 

- Percentage PercentAge 
Million of tot~J MIllion of tota.l 
yards. import •• yards. imvorts. 

All Piece good,. 

1926·27 1466'87 82'04 124:Ni9 13'62 

1927·28 · · 1543'11 78'20 323'05 16's7 

1928.29 · · 1456'09 75'18 35'1'34 18'45 

1929·30 · · · 1247'54 65'00 561'9'1 29'28 

1930·31 · · · 523'45 58'80 320'78 36'04 

1931·32 · · 383'50 49'44 339''18 43'SI 

Grell' 

1926·27 · · ' . 588''18 7867 1540'87 20'69 

1927·28 . · 651'16 74'37 214'7'l 24'53 

1928·29 · 581'62 69'36 24l'75 28'83 

1929-30 · 520'52 ,1i6'24 393'70 4~ 

1930.31 · 143'30 39'26 218'32 69'SI 

1931·32 · · · 69'68 23'93 IPIi'22 74'65 
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United Kingdom. Japan: 

-
MilJi"n P~"c.ntag .. Million Percentage 

, 
yarda. of total yards. 

ot tntal 

" 
imports iw"orts. 

WAlle. 

11126·27 · 650'28 96'S8 2'88 0'60 
19~7·:!S 626'75 91'66 S'W 1'01 
19z8.t9 · 52'\'36 94'.2 6'46 0'99 
1929·:10 · · 43li':5 92'05 13'88 2'93 
1930.31 · · . 22!1-!16 84·F.6 28'ii 10'35 
Ilia 1.32 · 207'05 7~'O3 59'82 ~1'37 

Colou,.6il. 

1926-27 · 31~'30 71-14 85'82 19'18 
1927·28 352'21 611'77 102·67 ~O'34 
1!l2Q.29 · · · 3,15'1'1 66'~O 1098<1 21'66 
1929·S!)· · 278'6:4 57'63 154'~7 31'91 
19~O·~1 · U;'64 6V'07 74'33 30'24.. 
193!.32 llO'27 49'39 9~'67 42'41 

Taking all piecegoods together the United Kingdom's proportion 
of the trade has fallen from 82 per cent. to 49 per cent. in the six 
years, while Japan's has increased from 14 to 44 per cent. In the 
case of grey goods the relative position· of the two countries has 
practically been reversed; in 1926·27 the United Kingdom supplied 

·79 per cent. and Japan 21 per cent.; in 1931·32 the United 
Kingdom's share was 24 per cent. and Japan's 75 per cent. In 
white goods Japan has in the last two years increased her proportion 
of the trade from 3 to-21 per cent., while the United Kingdom's 
share has dropped from 92 to 74 per cent. And in the case of 
coloured goods Japan's proportion has risen steadily from 19 per 
cent. in 1926-27 to 42 per cent. in 1931-32, while the United 
Kingdom's has fallen from 71 to 49 per cent. 

19. The following statement shows for each of the last six years 
the quantity of grey goods imported and the 

Grey goods. countries, from which they came:-

TABLE XX. 
Quantity 01 grey goods imported. 

(:\Ii11ion. nf y.r~8.) 

Un;ted 
Jap'D. CbiDa. United Otbero. Total. - Killgdom. States. 

--- --- ---
11'26.27 · 589 16. 2 2 ... 74ff 
1927.28 · 651 21~ 7 2 1 876 
19\18·lI9 · 58: 242 13 2 '" 8!l9 
1!11!!l.!10 · 621 894 10 1 ... 926 
1930·31 · . 143 21R 2 1 1 alii> 
1931·311 6U 185 4 e' ... 249 
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In the next statement these imports are classified into the mam 
groups shown in. the Trade Returns:-

TABLE XXI. 

Imports of grey goods. 
(Millions of yords.) 

'd 
, 
~ .. .. .. 

~ i ~gt Sheet- Drill. Value in - ., 
0" Bnd Total • lakhs. .. OJ .. ~:a ings. E ~~ .. jeans. 

0 tlO.::.: = .... '" ..... ~ AU .. o • .., ...:I 0 Re . ----- --- -- --- -
1926-27 473 .73 169 IS 15 ., 748 1961"70 
1927-28 528 79 233 23 11 2 876 212~'82 
1928.29 . 4!18 79 252 7 12 1 839 2019'16 
1929-30 . 502 53 3411 15 13 3 926 20,}2·58 
1930·31 171 19 161) 4 2 3 365 686'76 
1931-32 &3 23 134 4 a 2 249 a92· .... 

Practically all the imports from the United States are drills and 
jeans. In the following Table the imports from Japan and China 
:are shown by their trade classifications ~ and the difference between 
these figures and those in Table XXI may be taken as the parti
eulars of the imports from the United Kingdom:-. 

TABLE XXII. 
Imports 0/ grey goods from Japan and China. 

(The figures represent imports from Japan and China combined. 
The figures for China only are given in brackets.) . 

(Millons of yards.) 

'd I '" .. .. .. .. 
1 .... ,; 

Sbeet· Drills Valaein .. 
I 

~t>O 
and Total. lakbs. - .. 0 .. 

ings. l!! OJ .. 

r.,~ Jea"e. -.;;'ii ., 
].: .. ' ~ o~ 
c:l" ..oJ 0 Rs. 

192B.27 •. 29 97 18 (1) 12 1 157 (1) 427 (4) 

1927-28 34 1M (3) 22 (4) 9 ... 221. (7) 562 (16) 

1928·29 . 85 203 (12) 6 (1) 10 1 255 (13) 634 (32) 

1929-30 58 ·318 (8) 14(1) 12 1 403 (9/ 911 (20) 

1930·31 53 161 (2) .. 2 1 . 221 (2) 403 (G) 

1931·32 . 63 ISO (3) 4{1) 11 ... 189 (4) 295 (6) 

A comparison of the three Tables above will show that the bulk of 
the decline in imports in 1930-31 and 1931-32 occurred in dhutis 
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from the U~ted Kingdom and in longcloth and shirtings :from 
Japan. 

20. The nex \ble gives the quantities of whIte goods imported 
White ooda. each year and the countries :from which 

g they came:-

United - Kingdom. 

, 

1926.27 · 550 
119"7·2i · 527 
J928-~1I 625 
192!l-31) · 431:1 
1930-31 . :.I.tO 
11'31-33 · 207 

TABLE XXIII. 
11f!PortB of 'White goods. 

.. ..,J 
11 :; .. - .~ L: ... .. .. .:. ... 
~ 

.m -; '; A Z <IJ -<II 

~ 
"" .. .... -- ---- --

6 9 2 ... 3 
7 12 2 1 6 
8 9 2 2 5 
7 9 !! 3 14-
4- 5 1 1 29 
4 6 1 1 60 

(Millions of yards.) 

i 
1 
<IJ 

'" i .. -; 

~ 
., 

"'0 ~ E-t 0 -- --
... 1 571 

1 '" 556 
II 1 554 
2 1 474 
1 272 
1 ... 2AO 

-~ 

'The features dIsclosed by thIS Table are the dechne of trade from 
-the United Kingdom and the rapid increase in the last three years 
{)f that from Japan. The classes of goods of which Japan is sending 
-the largest quantities are longcloth and shirtings (9 million yards 
'in 1929-30, 17l million yards in 1930-31 and 38! million yard!! in 
1931-32) and nainsooks (11 million yards in 1929-30, 6 million yards 
in 1930-31 and 13 million yards in 1931-32); she also sends consi
,derable quantities of drills and jeans, mulls, jaconets and twills, 
'The next Table shows the trade classification of the white goods 
imported since 1926-27:-

1926-27 
1927-2'1 
1928-29 
"1929-30 
1930-31 
1931-32 

TABLE XXIV. 
Classification of the white goods imported. 

12 
14 

fl 
I) 

7 
6 .. . 

i .. . 
8.8 
ciS .. .... 

15 15 
16 8 
10 ~ 
III 11 
11 5 
11 '1 

97 
lit 
H3 
104 
i2 
SO 

(MiJlions of yards.) 

-"'s-
~ ~ 

~ a ==.-;;i ID 
.. 'iii It'" .. 
~ Z E-t ~ ~ - ---
220 66 12 571 1,7112'7 
208 93 III 55~ l,5.n '8 
24.3 77 18 554 1,1133" 
203 53 17 474 1,327'3 
124. 24 8 2!1:a 620'5 
14" 22 4 280 532'6 
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Th~ large fall of imports under dhutis and mulls ha~ been borna: 
entirely by the United Kingdom, which has also lost severely under 
most of the other heads. • 

21. The ~ol~owing ~able shows the quantity of coloured goods 
of all descnphons--prmted, dyed and woven together-imported 

Coloured goods. each year and the countries which exported 
them:-

TABLE XXV. 

Total quantity of coloured goods imported and the country of origin. 
(Millions of yarde) 

a . .. 
0 -.... .., ... 

i bl) .. .. od 
, 

'" <IJ 

Cd 
.., 

~. - ~ ; a .J!j .. ..: ..: <IJ .., .. CD '" '" .; .., 
.l!: -iii ~ 8 -= 'to, ~ ~ '" :i 'c .. 1l .; .. 1i .:;a CD Q; '" IJ <IJ 0 Z 11:1 fl. ~ 

.. IJ 
0 

~ Eo< ------ ---- -- --I---- --
1926·27 · SI8 3 3 l~ 2 3 16 86 I 447 

1927·28 · 352 3 3 12 2 3 25 103 2 505-

192~·29 · 336 2 2 11 2 2 36 110 4; 5O'T 

1929-30 279 1 1 14 1 2 23 15~ 7 48& 

1930·31 · 148 1 1 9 '" 1 9 74 3 24& 

1931·32 no ... 1 I 3 . .. 2 10 95 2 223-
I 

Imports from the United Kingdom have been on the decline since-
1927-28; but the loss in 1930-31 was much more severe than in the 
previous years. It affected almost all classes of goods; among
printed goods the classes which suffered most were prints and chintz, 
shirtings, cambrics, saris and scarves, drills and jeans, and twills; 
among dyea goods the chief fall was in Italian cloth and sateen, 
shirtings and cambrics; while among woven coloured goods the 
classes most affected were the goods of unspecified description, sariS" 
and scarves and coating and trouserings. Imports from Japan 
increased steadily up to 1929-30; but in 1930-31 they fell by nearly 
50 per cent. The most important classes of goods imported from 
Japan are drills and jeans (printed, dyed and woven), shirtingS' 
(printed, dyed and woven), woven twills, flannels and flannelettes 
and prints and chintz. The classes most affected by the decline in 
trade in 1930-31 were shirtings (printed, dyed and woven), drillS' 
and jeans (printed and woven) and woven twills. Otber countries 
from which coloured goods are imported in considerable quantities' 
are Italy and the Netherlands: the prineipal (·lasses imported from 
Italy are flannels and flannelettes, print!' fllIll chi/ltz, twills and 
coatings and trouserings. All these classes have shared in the'loss; 
of trade since 1930-31. The chief imports from the Netherlands are
lungis and sarongs and shirtings; the fall in imports in 1930-31 was-
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confined to t class of lungis and sarongs (printed and woven). 
The following able shows for printed, dyed and woven colQured 
~ood8 separately he principal classes imported and the quantities 
In each class impo ed in each year from 1926-21 onwards:-

-

1926·27 . 
1927·28 

1928·29 

1929-30 

1930-31 

!931·32 . 

--

1926·27 

1927·28 . 
1928·29 . 

1929·30 . . 
1930-31 

1931·32 

TABLE XXVI. 

Class~ and quantity of imports. 

~ Printed goods. " 
\ (Millions of yards.) 

3 .s: ] 
..., .. ~ t.~ i 

.; .... 
j ,,; 

() .S ~~ :f'!~ 
.. ~,,;. .r:: 

]~ ~ E ..a ~"tJ'C CD 
.. .., 

~ :a =-'" 
~ii .~~ o:S "" ;:.S! 

0 Il< <ll ~ 0 ~ 
1--- -- -------- .~ ---

18 36 18 47 24 13 21 177 612°9 

23 41 31 68 29 15 28 235 753°3 

20 44 32 U 33 19 22 244 741°1 

15 38 38 57 31 12 9 200 576°6 

5 21 19 32 20 3 6 106 260°8 

3 15 20 20 37 4 6 105 208 0 4. 

(b) Dyed goodso 
(Millions of yardso) 

.; .. ..., 
.., bID = .. ""'" i "o~ 

~ 
!'l, ~. ."" a ~ fi OJ:: .... oS '3 §~ 

~ 
-"I..., 

~~ ] ~ ji .. Qli "" '0 .. E-t 0 Eo< 1>-0 0 A <ll <ll ---- --r--- -- --~ 
23 10 7 28 40 10 39 157 617"t 

24 10 10 25 40 13 36 158 561°1 

27 11 7 28 37 18 28 156 562-°2 

27 11 9 18 49 14 23 Ilil 491'0 

15 IS 7 10 25 10 21 93 269·1 

16 2 8 12 21 13 21 93 229°2 
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(0) Woven cololired goods. 

(Millions of yards.) .. 
'" I", 1 b ui ~ i to I i .; 

p.,'" ll;j 1II.f! '" -- ~.~ ,,; .; . .., .; ... ... ,,; ",Ji ~III .9 ; III i .!! ~ :§ .. ol "'''' -=e s'" g: s _ ~ "' .... ~i .~ .., 
0.., ~.., "'" ~ 0 "did 

0 ...::I rIJ 0 Eo! ~---~ 1--- --~ ~ 
1926·27 · . 6 -II 20 10 27 6 34 114 492'2· 

1927-28 7 9 23 7 20 12 33 111 437'9" 

1928-29 · 10 11 18 3 26 12 27 107 431'6· 

1929-30 · 14 7 40 12 26 11 23 133 446'5-

1930-31 · 8 3 7 10 9 2 9 46 152-0' 

1931-32 2 2 4 7 5 1 4 25 67'6 

The following table gives an interesting comparison between the 
imports of1::oloured goods from the United Kingdom and those from .. 
Japan:-

TABLE XXVII. 
(Millions of ya.rda.) 

-
Printed. Dyed. Woveu. 

tiD tio tiD 
-- .9 .9 .9 

~ ~ ~ 

ol ]a ~ ol 
",. 

~ ol 
",. 

~ 28 29 .., -~ 0 p., .., -0 p., .., .~ 0 
~ 0 ~'" :II 0 ~'" dI 0 "'''' Eo! .., Eo! .., Eo! P .., - - -----------

1926-27 · 177 154 9 157 120 26 114 44 51 

1927-28 · . 235 189 21 158 117 30 III 46 51 

1928·i9 · 244 175 36 156 116 23 107 44 50· 

1929-30 · 200 131 53 151 106 28 133 42 74 

1930-31 · 106 71 30 93 59 23 46 18 21 

11131-32 105 51 49
1 

93 55 29 25 4 17 

It will be observed that while there has been a heavy fall in the 
imports of all classes of goods from the United Kingdom, the im
ports of printed and dyed goods from Japan in 1931-32 show no . 
falling ott; ·on the other hand there has been a severe fall in the· 
imports of Japanese woven goods. Since this fall has occurre,l 
entirely since 1929-30 it appears to be chiefly a result or-the specific;; 
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. duty imposed o~ this class of goods in 1930. The importallce of 

this in relation to the question of protection is discussed in Chapter 
VII. '\ 

22. We have aliiQ been at pains tQ ascertain particulars of the
imports of artificial silk yarn and piecegoods. Artificial silk yam 

... .. . . . is not much used in Indian mills; in fact 
(III) Artl~clal silk the mills represented by the Bombay and" 

yarn and plecegooda. Ahmedabad Millowners' Associations and. 
some at least of the mills in other parts of the country have at the 
instance of the Congress pledged themselves not to use it. It is 
however largely used by t~e handloom industry in w?avi;ng deco
rative borders. The followmg Table shows the quantIty lID.ported 
each year and its value:-

TAlILE XXVIII. 

Import' of artificiallilk yarn. 

Million Value 
lhe. Ra.lakhs. 

1926-27 · 511 102·6 

1927·1"8 · 7·5 149·2 

1928-29 · 7"7 135'3 

1929-30 · 7·4. 99·1 

193().31 · 7"l 80·8 

19a1·22 · 8"0 82"2 

About 50 per cent. of this yarn comes from Italy; and of the 
remaining 50 per cent. the greater part used to come from the 
United Kingdom and the Netherlands. In 1931-32 Japan for the
first time sent an appreciable quantity of artificial silk yarn and
from the most recent returns it is evident that she is making rapid 
progress in the capture of the Indian market; in the first:five
months of 1932-33 the quantity of imports from Japan was greater 
than that from any other country except Italy and was more than 
20 times greater than the Japanese imports in the corresponding 
period of 1931-32. It will be observed that the average ~alue has 
fallen from Rs. 1-8 a pound in 1926-27 or Rs. 2 a pound in 1927-28 
to Rs. 1-0-5 a pound in 1931-32. The quantity of yarn imported 
has varied only slightly in the last five ;rears. The next Table 
shows for each of the last six years the Imports of artificial silk 
and cotton piecegoods-both those made entirely of artificial sill!; 
and those made of mixtures of cotton and artificial silk. 
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TABLE XXIX. 

Imp(}rts of artificial silk piecegoods (including mi.xtures of arti
ficial silk and cotton). 

Oountry of origin. 

UJlited Kingdom • 

Germany 

Switzerland • 

ltaly 

.Japan • 

Others· 

Total 

4'7 

11'1 

16'0 

1'1 

5'9 

(Millions of yarda,) 

...; ... o ... 
'" ... 

"" <? .... 
'" ... ... 

72~1~ 
'S 

6'S 

11'0 

25'0 

0'3 -,-----
42'0 . 53'1 49'S 06'6 51'5 84'6 

From this Table it will be seen that while the total volume of 
imports shows a marked increase only in 1931-32, Japan has since 
1929-30 been acquiring a predominating influence in this trade. 
'The returns for the first five months of 1932-33 show that Japan's 
proportion of the trade is still increasing and is now well over 90 
per cent. And with the substitution of Japanese for European 
imports there has been a marked fall in values. The average value 
.of the imports fell from. Rs. '73 per pound in 1926-27 to Rs. '30 
.per pound in 1931-32; and in the latter year while the average 
'value of imports from Japan was Rs, '28 per pound, that of goods 

. from the United Kingdom was Rs. '58 per pound and of Swiss 
-~ods Rs, '48 per pound; and Italian goods which in 1927-28 and 
1928-29 constituted the largest portion of the imports into India, 

. have steadily declined in value from Rs. '58 per pound in 1926-27 
1;0 Re.' '31 in 1931-32, 

23, We now proceed to bring together the figures showing for 
.different classes of goods so far as the published statistics make it 

possible to institute comparisons, the quan-
Markets and- prices: t't d d' I d' 'II d th q a C) y 1 ypro uce In n Ian ml s an e u n-

• I arn. tity imported, in order to form an estimate 
.of the progress made by the Indian industry in capturing the 
:market and of the nature and degree of the competition with which 

". Ohiefl~ Austria, Czecho,slovakia., the United States and Belgium, 



Erratum. 

In paragraph 22 on page 36 of the Tariff Board's Report 
regarding the grant of protection to the Cotton Textile Industry 
(1932) in lines 8, 9, 10~ 11, 12 and 14 below Table XXIX jor " pel' 
pouniI" read " per yard". 
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it is threatened by imported goods. The following Table showS' 
the position as regards yarn:-

TADLE XXX. 
(Millions of pounds •. ) 

I I I Nett I Y8rD JI.e- Exports consuml>' Total consumed Balance 
Year. 01 01 Importl! '1 produa- Indian IndIan ,oD8um~ for pro- avoJlable 

)'IU'D. yarn,- 01 yarn, tlOD, yarn, mill I tlon du.tion for 
. produc-· of woveD aala. 

-_I'" ~m ~ I-~ bO. ,,~,. "-

tlon, I goods,t 

---,---------~--- --- ---------
1926-27 49'4. 6'73 43'69 807'12 49'21 757'91 801'60 &81'0 810'0&, 

1927,28 62'" 8'19 30'13 77S'81 
I 

&8'16 808'94 814'98\ 507'0 817'98 

1928-29 &3'77 7'08 38'71 848'18 29'41 61B'88 655'57 898'0 257'67 

19211-80 &3'88 8'92 88'98 833'58 80'88 802'70 839'66 1 501'0 837'8& 

193()'S1 29'U 6'69/ 23'45 867'28 1 30'00 ! 837'28 860'73 1 627'0 883'78 

1931-82 1'1'68 6'04 26'64 966'n, 117'97 ; 938'4' 964'98 600'0 8"'98 

Very little imported yarn is now used in the Indian mills; and we 
have received evidence that in parts of the country swadeshi and 
boycott propaganda have made it difficult for the handloom weaver 
who uses imported yarn to sell his goods. But most of the yarn 
which is now imported is used by the handloom industry, either 
for special purposes for which suitable Indian yarn cannot be
obtained, or because of a definite preference for its regularity apd 
even quality. Persia is now the largest foreign market for Indian' 
yarns and smaller quantities are sent to Iraq, Aden, Egypt and 
Syria and 'in 1931-32 for the first time a considerable quantity was 

'exported to French Somaliland. The large fall in the quantity 
exported in 1927-28 was caused by the decline of trade with 
Hongkong from 16'67 million pounds in 1926-27 to '63 million 
pounds in 1927-28. With this exception there has been little 
variation in the volume of the export trade in yarn either by sea or 
by land. The following Table distinguishes exports .by sea from 
exports by land:-

TABLE XXXI. 

Quantity of yarn uported. 
(Millions of pounds,) 

-- Byses.. By land, Total, . 

19211,27 · · · · · · · 42'42 12'52 54'114 
1927-28 · · · · · · 26'08 10'24- 36'32 
11128-29 · · · · · · 24-64 11'84 311-48 
1929-30 · · · · · · 25'04 12'74 . 37'78 ,-
1930-U · · · · · · · 23'88 11'81 35of\9 
1931-32 · · · · · · 22-58 10'43 33111 

• All tbe e'J:port!l t·y )RDd Irem JHntrJ8 ale heated as B.eooU:pmte.' 
t Calculated at 100 lbo. "orD =]121118, cloth, , 
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{)f t~e. ya~ av~ila?le for sa~e a small 'l.uantity is absorbed by such 
.,subsldlary mdustrles ~s hoslery or brald making; but the bulk is 
used by the handloom mdustry. From a statement supplied by the 
'Bombay Millowners' Association to Mr. Hardy it is seen that up to 
1928 of the yarn sold by the mills to the handloom industry not 
less than 80 per cent. was coarse yarn of counts below 20s. Weare 
informed that this proportion is still maintained. 

.' (ii) Piecegoods. 

24. The general position with regard to 
piecegoods is fmmmarised in the following 
Table:-

TABLE XXXII. 

(Millions of yards.) 

Production of piecogood. Balance BaT.nee 
Imports Re· in India. Esport. 'fIn man of Indi"" 
of foreign export. Nett of Indian piece· and - piece- of foreign imports. piece- .goode foreign 

good •• piece- Hand· good .. an.i1able . pi ..... 
good •. • Mill .. loom •• t Total. for con- goode 

E\umrtiOD. available. 

- ----- --------
1928-17 . l,r87"96 lSO"1 1,607·&3 1,258'72 1,281'40 3,541'\1 179'30 8,161'73 ',869'26 

19117·28 1,973'38 178'87 1,794'&1 2,3&6'&6 U71'9S 3.62B·48 256'70 3,3'11'78 5,166'29 

1.9211-29 . 1,938'78 IM'r5 1,772"01 1,893-27 1,030'18 2,9SS'65 l!4II'98 2,6rS'67 .,'i6·58 

11129-30 J,OI9'S6 127'18 1.791"22 2,'18'98 1,860'840 8, ?fIII'62 1119'81 3,560'01 6,341'13 

1930031 890'03 01"28 '198'71 2661'13 1,3S4"92 3,896'06 188'12 3,707'93 ',508'68 

1931-31 "6'81 10"68 87lilS 2960'89 1.469"92 ',M8" 81 %08'OS ',~401'88 •• 0U·71 

In order to present a picture as complete as possible a rough esti-. 
mate has been formed of the production on handlooms. This 
estimate is necessarily only approximate since it is based on a series 
(If assumptions. The method of calculation was first adopted by 
the Indian Industrial Commission which reported in 1918 and it 
has been developed by Mr. R. D. Bell, formerly Director of Indus
tries, Bombay, in his" Notes on the 'Indian Textile Industry with 
,flpecial reference to Hand Weaving", compiled in 1926. In the 
first place, it is assumed that the quantity of mill yarn used for 
purposes other than handloom weaving may be offset against the 
iluantity of handspun yarn used on handlooms. Both of these are 
indeterminate quantities. In our Chapter on the Handloom Indus
try we indicate that the quantity of yarn spun by hand may be 
.about 24 million pounds. Mill yarn is used in considerable quanti-

• All ezporlo by land from Burma are treated as ...... xporte. 
t Calonlated frOm flgtU88ln Column 10 or Table XXX at' yards=llb. 
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ties for such purposes as the making of hosiery, braid, ropes, nets, 
lampwicks, bandages and pyjama cords; but it is impossible to 
form even an approximate estimate of the total amount of yarn 
absorbed in this manner. Consequently this first assumption is 
~ntirely arbitrary. Secondly, it is assumed that in the caae of mill 
doth 1 lb. of yam will give on the average 4'78 yards of cloth, 
while in handloom production, the bulk of which·is coarse, 1 lb. of 
yarn will give 4 yards of cloth. Thirdly, the quantity of yam 
-consumed in the mills is calculated on the assumption that 100 Ibs. 
of yam will on the average give 112 lbs. of cloth, this being the 
percentage increase adopted by the Indian Industrial Commission 
in 1918, and, fourthly, it is assumed that on the average 1 lb. of 
mill cloth will be equivalent to 4'27 yards. In these three cases 
-we have better means of checking the \:!o!rectness of the assumption. 
'The yardage of cloth per pound of yarn depends upon the reed and 
pick as well as upon the count of yam. The weight of cloth per 
pound of yam will depend upon the additional weight given by 
sizing. And the yardage per pound of cloth will depend on a 
~ombination of these factors. With the gradual increase of the 
use of finer counts of yarn in the mills, we should expect a gradual 
increase in the yardage per pound~ Thus while in 1931-32 the 
average yardage per pound of cloth for India as a whole is about 
4'5, for Ahmedabad it is over 5'2 and for Bombay about 4'7. We 
are inclined to think that 4 yards per pound of yarn is too high an 
average for the handloom industry, in which as we shall see, at 
least 80 per cent. of the cloth is woven from the coarser counts of 
yarn, and we believe that the average yardage of cloth, per pound df 
yarn is nearer 3 than 4. Similarly, with the improv~ment in the 
qUal~' y of Indian production we should expect a reduction in the 
addi on to weight by sizing; and the Bombay Millowners' Asso
ciatio agrees that the average is now so.mewhere about 100 pounds 
()f yarn to 110 pounds of cloth. In order, however, to facilitate 
comparison with the figures given in Appendix IV of the 1926-27 
Tariff Board Report, we have retained the old method of calcula-

. tion in Table XXXII and we see that whereas in 1926-27 the Indian 
market was supplied 33 per cent. by imported goods, 40'6 per cent. 
by Indian mill goods, and 26'4 per cent. by handwoven goods, in 
1931-32 imported goods supplied only 13'7 per cent., the proportion 
supplied by the mills had risen to 56'6 per cent. and handlooms 
supplied 29'7 per cent. 

25. But there is such a variety and diversity in the range of 
piecegoods that it is necessary for a proper understanding of the 

G d bI h d position to examine the statistics for different 
good:Y an eac e kinds of cloth separately; and it is here that 

. the difference in structure between the statis-
tics 'of production and the import statistics causes most difficulty. 
The chief defects in the statistics of production are that grey and 
bleached goods are not shown separately and that all coloured goods 
are included under one general head. The following four state
ments accordingly show the principal sorll> of grey and bleached 
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cloth produced ,in the Indian mills together with the imports of 
~ood9 of the same description with their countries of origin:-

1926·27 

1927·2~ 

1928·29 

1929·30 

1930·31 

1931·32 

TABLE XXXIII. 
Dhutis, Saris, Sea1'ves and Chadars. 

2 442 

494 

453 

443 

118 

30 

28 

34 

35 

58 

53 

53 

470 

528 

488 

501 

171 

83 

114 

72 

43 

45 

15 

2 

(Millions of y&1'ds.) 

586 

600 

531 

546 

186 

85 

651 

683 

621 

842 

885 

1,020 

1,237 

1,283 

1,152 

1,38S 

1,071 

1.105 

The great decline in imports of both grey and white goods from 
the United Kingdom has been made good not by increased imports 
from any other countries but by increased production in the Indian 
mills. Japan sent increased imports up to 1929-30; but has made 
no further progress since then. 

TABLE XXXIV. 
Longeloth and Shirtings. 

(Milli ons of yards.) 

Impurts. <l 
0 

" Grey. White. .. 
oS 

00 00 1i 1 CD 

:0 -- ~ ,S ~ " 
01 • 

0 =s:r lo:f J '" g 'I:l 01 0 
0 I>'~ 

11' ~ ai aI· d ;:: ~ 0115. 

ai CD ai "ii 3~ _9 
~ 

_9 as oS 
~ 

,~ 0 

~ 
.., ,~ 0 

~ 
.., .., 

~"tI 0 ~"tI Z 0 ~ ~., .., 0 8 .., 8 ---- -----------~ -
1926·27 • 71 97 .. 168 91 1 5 97 266 581 847 
1927·28 • 77 153 3 233 103 2 7 112 345 620 '965 
1928·29 • 48 19i 12 252 112 3 8 123 375 474 84~ 

1929·30 • 21 310 8 340 88 9 7 104 '44 585 1,02~ 

1930·31 • 5 159 2 166 50 18 4 72 238 642 8S0 
1931·32. 3 127 3 134 38 39 3 80 214 791 1,001). 
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In grey shirtings and longeloth the United Kingdom has lost 
practically the whole of her trade to Japan; the great fall in imports 
from Japan in 1930-31 reflects the influence of the protective duties 
that year; for it is to this class of goods that the specific duty is 
applicable. Japan's bid for the trade in white shirtings is remark
able: in about three years she has caught up and just passed the 
United Kingdom. In spite of the menace of considerable imports 
the mills are steadily increasing their production; it is in this class 
of goods that they secure the greatest measure of protection which 
has evidently been successful in enabling them to make a substan
tial increase in their output. 

TABLE XXXV. 

T -Cloth, Domestics and Sheetings. 

(Millions of yards.) 

Imports. Total avail-
Mill able for -- AI )roduction. con· Japan. China. countries. sumptioD. 

1926·27 · · · · 17 1 IS 93 111 
1927·28 · · · · 18 4. 23 92 115 
1928·29 · · · 5 1 7 '15 82 
1929·30 · · · 13 1 15 91 106 
19ao.31 · · · 4. 0 4. 122 126 
1931·32 · · · 3 1 4. 1M 158 

It is evident from the Table that in these classes of goods the mills 
have nothing to fear from the competition of imported goods. 

TABLE XXXVI. 

Drills and Jeans. 
(Millions of yards.) 

Imports. ~ 
8 .. 
~ 

Grey. White. r:! :a - ..! ·0 

a !l ~ ~Ii . 
'" .g 

" ~ 
.. 0 

~ 'dol .. 0 0 ~:[ o • 'd"'" r:! .. 
~~ u.; .. l>D l '" . :: .!l .. 

~ i9 ~ ·-s =~ ~ ~ "'(11 ~~ ~ .. ~ ~ ""l ... Eo< H -- -- - --~ ---- ----
1926.2'1 · · 12 2 lIS 4. 1 5 20 80 100 
1927·28 · 9 2 11 4. S 7 18 91 109 
192~.29 · · · 10 1 12 4 2 6 18 '16 94 
1929·30 · 12 1 IS 4. 2 '1 20 100 12(1 
193().31 · 2 ... 2 2 2 4. 6 81 8'1 
IP31-S2 2 ... 3 2 2 " '1 lOS 110 
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In this class too it appears that the mills are perfectly well 
able to hold their own against the competition of imports from 
abroad. 

26. As regards' coloured goods the statistics of production 
include coloured goods of all classes under one head. The 

C 1 d d following Table compares for each year-
o oure goo s. since 1926-21 the imports of each class of 

coloured goods with the total mill production:-

TilLE XXXVII. 

Coloured good,. 
(M ilJioDI of yardS.) 

-, 
Impor .... 

Mi'l - production. TotaL 

Printed. Dyed. Woven. 

11126-27 . 17'1 15'1 114 681 1,129 

1927·28 . . . 235 168 III 68:! 1.186. 

1928-29 · . 244- 156 1(,7 484 991 

1929·30 
I 

2()1) 151 133 604 1,088 · ·1 
• 

1930-31 . 106 93 46 668 80~ 

1931-1a · . 105 93 25 679 IIO!:' 

As compared with 1926-21 the mill production of 1931-32 was. 
practically the same while imports had declined by half. It is in 
this class of" goods that the competition of artificial silk goods is. 
most severely felt; the decline in the imports of cotton piecegoods. 
is in part made up by the great increase in the imports of artificial. 
silk goods. 

21. Mr. Hardy in 1929 noted a prominent decline in the export
trade in grey goods while in coloured goods the Indian mills at. 

.. that time appeared to be able to hold their' 
Export trat!e In plece- own. The following Table shows that in 

goods. f b f hi I respect 0 exports y sea, or w ch a one· 
the figures for grey, white and coloured goods are shown separately, 
not only has the trade in grey goods continued to decline but there
has also in recent years been a falling off in the overseas trade in, 
coloured goods. 
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TABLE XXXVIII. 

E:xports of piecegoods by sea. 

(Millions of yards.) 

-- Grey. White. Coloured. Total. 

, 

IP26-27 . 20 2 1'16 198 

1927-28 · . . . 18 1 149 169 

1928·29 · 16 1 131 149 

1929-30 · 15 1 117 133 

11130·31 . 10 .. , 88 98 

1931·311 9 ... 96 100 

The decline in the export of coloured goods is ascribed to 
increasing competition of low priced Japanese goods in the overseas 
markets. For exports by land we have only the total figures for 
piecegoads of all descriptions: the following Table shows that in 
these markets the Indian mills have managed to maintain their 
position :-

1926·27 

1927·28 

1928.29 

1929-30 

USO·3t 

19lU-52 

TABLE XXXIX. 

E:xports 0/ piecegoods by land. 

( \1 minos of ~ .. rde,) 

82'119 

88'08 

100"16 

86'18 

90'40 

103'39 

The total figures for exports and re-exports are incorporated in 
1;a11e XXXII. 

28. The prices of cotton yam and piece goods rise or fall in 
~ympathy with the price of raw cotton, and the prices of Indian 

Parity of price of cotton are determined not so much by condi
.American and Indian tions in India as by the prices which rule 
.cotton. American cotton. The East India Cotton 
Association quotes a History of Cotton Prices from which it is 
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possible to compare the Liverpool prices of American and Indian 
cotton. The following Table shows the figures from 1918-19 to 
1931-32 :-

TABLE XL. 

Cotton prices 1918-19 to 1931-32. 

Liverpool prices. Excess of 
American 

- AmArica.n. Indian. 
over Indian 

prices. 
pence per 

lb_ 
pence per 

lb. 
pence per 

lb_ 

1915-19 · · · · · · · 19-73 IS-13 1·60 

1919-20 · · · · · · · 20·31 19-23 6·08 

1920-21 · · · · · · · 11-89 9-20 2·69 

1921-22 · · · · · · · 11-37 9-60 1·77 

1922-23 · · · · · · · 14-92 11-14 3'78 

1923-24 · · · · · · · 17·66 13-35 4-31 

1924-25 · · · · · · · 13·76 11·95 1·81 

1920-26 · · · · · · 10-77 S'97 I-SO 

1926-27 · · · 8'10 7"18 0-97 

1927-28 · · · · 11·17 9·21 1'96 

1928-29 · · · · · · · 10'02 8"03 2·49 

1929-30 · · · · · · 9-09 6-39 2'70 

1930-31 · · · . · · · 0'71 4-02 1·69 

1931-32 · · · · · · · 4-S2 4·32 0'00 

The high prices of 1918-19 and 1919-20 reflect the abnormal 
conditions .which marked the boom period immediately following 
the war. In 1920-21 American prices fell by 53 per cent.; the fall 
in the case of Indian price was 52 per cent .• but the margin of 
excess of American over Indian prices fell from 6-08 pence to 2'69 
pence. In the following year there was a further fall of nearly a 
penny in the margin_ The relative value of Indian cotton improved 
in 1922-23 and 1923-24, but declined in the three following years. 
1928-29 and 1929-30 saw a moderate rise, to be followed in 1930-31 
and 1931-32 by another break. The main factor which determines 
the relative prices of American and Indian cotton is the success or 
failure of the crop in the two countries. From 1921 to 1923 the 
American crop was seriously affected by the ravages of the boll 
weevil, and this failure of crop is reHected in the rising prices of 
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the years 1921-22, 1922-23 and 1923-24. From 1924 to 1926 the 
American crop steadily increased till it reached a record in 1926. 
Then for three years the boll weevil reappeared and took a heavy 
toll of the crop, to be followed by a great drought in 1930. But 
in 1931 again in spite of a reduced acreage there was a great 
increase of yield. In India the crop was largely a failure in 
1920-21 and 1926-21 when American crops were good; and in 1931-32 
the Indian crop which had been declining for the two previous 
years reached its lowest point since 1920. We shall notice in the 
next Chapter the effect of these fluctuations in the parity of prices 
on the import and export trade of India. Here we shall examine 
the course of prices in Bombay from 1926-21 onwards and note the 
manner in which the prices of yarn and piecegoods have reacted to 
the fall in these years of the price of cotton. 

29. The variation from year to year in prices of American, 
Variation in prices of Indian and Egyptian are compared 

eotton, 1926·31. below:-

TADLEXLI. 

Actual and percentage variation in price •. 

-
Amerioan. Indian. Egyptian. 

Years. 

Aotual. Per oent, Aotual, Per cent, Actual Per cent. 

--- ------
1926·27 to 1927-28 +3'02 37 +2'03 28 +4'00 

, 
26 

1927-28 to 1928-29 -0'65 6 -1'18 13 -1'25 6 

1928-29 to 1929-30 -1'43 14 --1'64 20 -3'62 20 

1929·30 to 1930-31 . ~'38 37 -2'37 37 -5'~6 38 

It is clear from these figures that the prices of all cotton gene
rally move together, And the influence of American on Indian 
prices is further established by a more detailed examination of the 
course of prices in Bombay, The season 1926-21 was marked by 
a decline in prices from September to December in sympathy with 
advices from America where the largest crop on'record was marketed. 
From the middle of December the low price level stimulated demand 
and there was a steady advance, till at the end of the season the 
price reached the highest level of the year, The year 1921-28 open
~d with prices higher than they had been since March 1925; but 
they fell away within a fortnight, due to a break in the value of 
American cotton consequent upon the liquidation of a large specu
lative position; and, the decline continued till February when the 
lowest point was reached; from this level there was a steady 
advance till July and just over one half of the fall in value was 
recovered, 1928-29 opened with the market depressed by labour 
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troubles; but American markets were advancing due to the reduced 
crop estimated, 'and under this influence the Bombay market als!) 
advanced. In September prices gave way under the influence of a 
fall in Americans ~ but the decline was shortlived and by the
beginning of October prices were back at the opening level. They 
remained above this level till April, when the weight of stocks and 
a break in American values sent them back nearly to the level 
reached in Septem ber . Thereafter till the close of the season they 
remained below the opening level but with a tendency to stiffen. 
1929-30 opened with anticipations of only moderate fluctuations;. 
but the collapse of the American Stock Exchanges in November· 
caused a serious break in prices; by February prices had declined 
to a point at which the large stocks in Bombay must involve the· 
trade in heavy loss. The benefits anticipated from the increase of 
the import duties were largely neutralised by the political situa-· 
tion, and trade conditions continued to get worse till in June a. 
state of panic developed. The collapse of the market was followed. 
by a recovery brought about by the very heavy export off-take .. 
The year closed with the market in a somewhat healthier conditioll' 
but with prospects anything but bright. From the opening of the-
1930-31 season prices slowly sagged away under the influence of 
Americans till the middle of December. There was a slight 
recovery in February and March; but this was only temporary and 
prices a~ain fell and continued to fall for the rest of the season. 
The IndlQn market has been entirely over-shadowed by the economiC' 
blizzard which has struck both Europe and America and whilst 
throughout the year the technical position of Indian cotton was. 
strong, the position was not able to exert any great influence on 
price in consequence of the general world depression. The loW' 
price levels prevailing in 1931 gave little return to the grower if 
they did not involve him in actual loss; but the low prices of other 
agricultural products acted as an incentive to the cultivation of 
cotton despite the poor return which it brought. 

30. The East India Cotton Association which regulates the
cotton market in Bombay publishes- every week the official prices 

. for the principal varieties of Indian cotton, 
. PrIces of yarn and and from these weekly· prices the following plecegoods. 

annual average figures have been worked out 
for Broach. cotton per candy of 784 Ibs. 

Year. 

1926 
1927 
192~ 
1929 
1930 
1931 

TABLE XLII. 

Ra. per 
_ candy. 

325 
3iO 
369 
339 
236 
182 
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The 1931 average price was 44 per cent. below that of 1926. 
The lowest prices were touched in August 1931 since when there
has been a distinct recovery, and for the first nine months of 1932" 
the average price has been Rso 198. The Bombay Millowners' 
Association publishes fortnightly lists of prices of typical kinds of' 
yarn and cloth produced in their mills. These prices are not the
prices actually realised, but prices fixed by the mills with reference
both to their cost of production and to the state of the markets. 
They thus reHect not only the Huctuation in the prices of raw cotton. 
but variations in the severity of competition both internal and from 
abroad. In the following table average annual prices have been 
calculated from these statements for a few specimen grades of yal"I)j 
and varieties of piecegoods for each of the years 1926 to 1931;-



TABLE ,XLIIr . 

Average wholesale prices of piecegoods and yarn prod1lced by Bombay mills. 

Yarn per lb. Cloth per lb. Cloth per piece. 

Longeloth 
Susi grey Sholapur 

Year. Dhutis White weft fancy fancy 
standard Shirtings up to.' Drills bleaohed 21,.;24.'<2 . ooating 

!Ols. 16s. 20s. 24s, quality 36x3Sx nakshi 291x40X twills 11/16 (up 27 x24x 
37 x371x 9. border 13!. 31! x40x to 20 per· 8! (100 

9. 32X9xl1, 71. cent per cent. 
colour). oolour). 

',," 

A. p. A. p, A. p. A. p. Rs. A. p, Rs. A. P. &S. A. P. Rs, A: P. Rs. &. p, Rs, A. p, Rs. A.. P. 
1926 8 4 10 2 10 8 12 5 1 0 5 o 15 5 1 0 5 o 14 0 10 12 8 211 2 11 6 0 

1927 · 8 8 10 3 10 10 11 4 o 15 1 o ]4 6 015 4 012.7 9 14 7 2 9 3 10 6 10 

1928 · 9 5 11 1 11 10 12 6 o 16 4 o 14 9 o 16 9 01211 811 3 210 4 9 10 9 

1929 · 9 1 10 8 11 9 12 6 o 16 6 014 9 015 9 013 1 811 6 2 10 4 9 7 2 

1930 · . 610 8 6 9 2 9 9 012 9 012 2 013 6 o 10 6 6 1 2 2 1 7 8 4 8 

1931 · 6 7t 611 7 6 8 0 011 3 010 7 011 6 0 9 2 6 14 0 1 12 1 7 7 6 

1932 · . 6 3 7 6 8 1 8 9 011 2 o 10 7 011 6 .. 6 13 9 1 6 8 7 1 8 

January to Sep. 2 8t 3 3 3 2 4 6 0 6 2 0 4 1~ 0 5 0 0 410 414 8 o 15 1 3 14 7 
tember fa.II 
1926 to 1931. 

Peroentage of faU 40'5 31'9 29'7 35'6 31'6. 31'3 30'6 84-5 45'6 45'5 34'4 
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The prices of yarn for 1927 and 1928 reflect not only the higher 
prices of cotton in those years but also the effcct of the protective
duty imposed in September 1927. The prices for piecegoods show 
that the effect of the protective duties imposed in 1930 has been 
outweighed by the influence of the world collapse in prices. 

31. The fall in the price of yarn since 1927 when the protective
duty was imposed has resulted in the application of the specma 

. . dut)" to yarn of counts higher than was 
ProtectIve duty ID- antICipated when the scheme of protection creased B8 result of fall _ .., 

in price of yarn. was Introduce.d. In hIli speech IntroducIng 
the Indian Tariff tCotton Yarn Amendment} 

Bill on 22nd August,. 1921, Sir Georg'e Rainy observed "As 
regards the higher counts it is not Hkely that the handloom industry 
will be at all seriously prejudiced. . . . . when you get t() 
the really high counts of yarn the price will be more than Rs. 1-14 
a pound and in that case the yarn will be subject as before to the-
5 per cent. ad valorem duty and not to the specific duty, that is t() 
say, there will be no increase in the cost of yarn at all. As regards
the counts a little bit lower down the scale but higher than 40s. it 
is quite possible that the specific duty may be a little higher than. 
the 5 per cent. d~ty but probably not very much". The extent to
which the fall in prices since 1921 has upset this forecast is illus.· 
tratEld by the following table compiled for us by the Piecegoods
Sub-COmmittee of the Bengal Chamber of Commerce, which com-
pares the average ea:-godown prices at which sales were effected in 
the first eight months of 1921 with the average prices obtained in. 
the first eight months of 1932. 

TABLE XLIV. 
P~rcellt.ge Percelltage 

Average of duty Average of duty 
selling price at lie. 0-1-6 

selIi'·g "rice in 1932 on 
er lb. or 0% the basis - January introdoced January to 

of Re. 0-1-6 to Aogost, in 1927 Augost, 
or 0% 1927. (S.ptember, 1932. 

(January to 
1927). }. Ullust, 1982). 

40s grey 
Annaa per lb. Annas per lb. . · 14'875 10'011 10'833 13'85 

44s .. . · 14'031 10'68 11'~37 B'35 

44/40& colollred 20'718 7'24- 11'375 13'19 

60/40. .. 18'425 S'14 12'812 11'70 

50. grey 23'625 S'35 18'5 11'11 

~O. 
" · 29'218 5'13 17'830 8'41 

80. .. . 80'67 5 19'91 N3 

90s .. . 33'81l! 0 22'25 6'74 

100 ••• . So'S25 0 24'562 6'U 
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It will be seen that, apart altogether from the increase of duties 
:in 1931, at present prices yarns of counts up to 100s are now 
liable to the specific duty, while the specific duty on yarns of cou~ts 

.50s and 70s is very-considerably higher than the ad valorem duty. 
All these yarns are used almost entirely by the handloom industry, 
,and, though the actual quantities imported are small, it is clear 
that the industry 'has been subjected to a burden which was not. 

:foreseen. 



CHAPTER III. 

Progress of the Indian Industry_ 
!l2. In Chapter II we have examined the achievement of the 

Indian industry in expanding and improving its production and in 
P . d securing It larger share of the India.n 

atio~:VI~'r T:r~ffmB::rd market. In this Chapter we shall investi
examined. gate the conditions which have enabled the 
industry to secure these results or prevented its more rapid develop
ment. The Tariff Board in its report of 1926-27 suggested vari?us 
remedies the adoption of which might assist to remove the depresslOn 
which had overtaken the industry particularly in Bombay. And 
it will be convenient for our purpose to examine each of these 
recommendations in turn, to see how far the industry has acted 
upon them and how far the improvement in the quantity and the 
quality of the output has been furthered by their adoption. The 
remedies were suggested with the object of lIefluring economies in 
production both by a reduction in cost and by improvements in 
organisation. In order to reduce costs, it was suggested first that 
there was room for improvement in the methods of purchasing the 
raw material, secondly that in respect of fuel, power and water it 
was desirable if possible to secure a reduction o( charges, thirdly 
that there was scope for considerable economy in reducing the 
wages or improving the efficiency of labour and lastly that " over
head charges" might he reduced by a modification of the arrange
ments for insurance. The suggestions put forward with the object 
of improving the organisation of the industry were first an exten
sion of the corporate activities or the Bombay Millowner~' Associa
tion such as the maintenanc!l of a record of Ramples and prices of 
the varieties of goods imported and the introduction of a system of 
registration of Trade Marks and numbers, secondly changes in the 
1!YMtem of management, thirdly the writing down of capital, 
fourthly attention to the diversification of production more 
especi~ll:r in. the dir~ction of spinning hi~her cou;nts of yarn and 
eHtabhshlllg In Bombay a combIned ~leachIng, d:y-e1llg and printing 
f:,-ctory, fifth!y .an lmprovement In the quahty of production, 
Sixthly orgalllsa.tlOn of more efficient methods of sale, and finally 
the development of the export trade. 

33. In the cotton textile industry the cost of the raw material 
represents a large proportion of the cost of the finished product 

(1) Ra M
' I and though the manufacturer has no control 

W aterla : th. k t 'f h' 1 Quantity of cotton grown over e m,ll' e prICes 0 cotton w lch Ie 
Rnd exported, ' huys it is of supreme importance that he 

. should. be able to make his purchases in as 
econoIDlcal a manner as posslble. We shall first consider how far 
the quantity and quality of the Indian cotton available have 

( 51 ) 

c 
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'supplied the needs of the mills and how far they have had to 
depend upon imported supplies. We shall also examine the extent 
to which there has been improvement in the quality of cotton grown 
in India. And we shall see how far the changes in the system of 
hedge contracts recommended by the Tariff Board in 1927 have been 
brought into operation. The following Table shows for each year 
from 1926 onwards the quantity of raw cotton exported and the 
quantity consumed in the country and compares with the total so 
obt.ained the estimated forecast of the crop for each year:-

TABLE XLV. 
Raw Cotto'flr-Production. 

(Thousands of bal~OO pounds each.) 

12 months ending 31st A ugnst. 

-- 1926. 1937. 1928. 1929. 1930. 1931. 1932. 

--------- ------ --- ---
Exports to United 153 85 215 233 286 274 125 

Kingdom. 

Exports to Cont.inent 1,034 832 1,277 1,429 1,505 1,002 42:J 

.. China 

:J 1 456 
555 626 24~ 

2,550 1,872 1,614 .. Japan 1,722 1,409 1,753 757 

" 
Other c()untries 38 41 34 93 113 74 34 

--------- '-'-- - --- ---
Total exporta 3,775 2,II1I0 8,140 3,933 3,868 3.729 l,5P2 

------ - --- --- ------
Home consumption-

Mills 1,983 2,044 1,771 1,992 2,873 2,271 2,34S. 

Extra.factory 
local (a). 

or 750 750 no 750 750 750 750 

---_.---- -----------
'fotlll home consump· 2,733 2,794 2,1i21 2,742 3,h8 3,021 8,095 

tion. - --- --- - ------ -
Total cnmmerci .. l 6,508 5,624 5,661 6,675 6991 6,750 4,677 

crop (h). 
Estimated in f"rc· 6,250 5,003 5,963 11,782 5,243 5,224 4,064 

cast. 
Exce,s ( + ) or Defi. 

cit (-) neglecting 
+258 +621 -802 +893 +1,748 +1,526 +618 

carryover. 

(1) A cOllventiunal estin .. t·e adol'tl'd III consultation with tho trade. 
(b) 'J otal of exports, mill and "xtrn·factory consumption" 
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The first forecast for the season is published in August and it 
is revised with reference to the latest reports of the acreage so,,!"n 
and the state of crop in October, December, February and April. 
The first and second forecasts give the acreage only; the later three 
give estimates both of acreage and yield. During the years 1925-26 
to 1930-31 the acreage varied between 23,616,000 and 28,491,000 

. acres. The average yield per acre varies greatly with the different 
varieties of cotton, the. ~imits being 42 pounds in the case of 
Westerns and Northerns and 152 pounds in the case of Bengals anll 
Cambodias. The average yield for all kinds of cotton and all partl' 
of India varied in the last six years between 79 and 96. This is a 
lower yield than is reported by any other cotton growing country 
in the world, and the reasons are alleged to he the less favourable 
climatic conditions and the less generous use of fertilisers in India 
than in other countries. The year 1925-26 was a record in the 
history of Indian cotton, the final estimate of production being 
6,215,000 bales, 127,000 bales more than the previous record. That 
year both the short staple and all varieties of long staple crops 
fared well i but since then there has not been a year in which one 
or other of the long staple varieties has not suffered from the 
vagaries of the season.· Low prices in 1925-26 led to a decline in 
the area sown from 28·4 million acres to 24·8 million acres in 
1926-27. This level was maintained in 1927-28 and improved to 
21·1 million acres in 1928-29; in 1929-30 it fell to 25·9 million 
acres; and the low prices of that year led to a further decline to 
23·8 million acres in 1930-31 and 23·5 million acres in 1931-32. 
The fall in exports in 1927 and 1932 is attributed to shortage- of 
the Indian crop and to a break in the parity of prices in those 
years. 

34: Over a period of ten years previous to 1931-32 long staple 
cotton (cotton with staple 7/8" and above) has on the average 

I . d formed 26·7 per cent. of the total crop. 
ncrease m areas un er Th a1 f 1 fa I tto· th .. long staple cotton. e v ue a ong s p e co n IS at It IS 

necessary for the spinning of yarn of the 
finer counts. But not all the long staple cotton grown in India 
can .be ~ed for this purpose; ~u~h of it is uneven in staple or 
lacki~g III strength a~d some of It IS rendered unsuitable by admix
ture III marketlllg WIth short staple cotton. The Indian Central 
Cotton Committee estimate that in 1931-32 about 56 per cent. of 
the long staple cotton grown in India is capable of spinning the 
finer CJ.ualities of yarn, though for various reasons it will not all 
be available for spinning yarn of higher counts in the Indian mills; 
some of it is exported and some is used for hand spinning; while 
some of it may be used in the mills for spinning lower counts of 
yarn. Without however attempting to make an estimate of these 
incalculable factors, we may say that the proportion of effective 
long staple cotton to the total Indian crop has risen from 
6 per cent. in 1925-26 to 18 per cent. in 1931-32, though the 
value of this comparison is to some extent vitiated by the fact that 
in 1931-32 there was a considerable failure of the short staple crop 

c2 
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in India. In a normal year the percentage of effective long staple
cotton (i.e., cotron suitable for spinning 24s to 40s in warp and 
weft together) to the total crop may be taken approximately at 
15 per cent. ' 

35. The next Table shows the imports of raw cotton in each of 
the last six years. To facilitate comparison with the statistics of 

production in Table XLV, the imports are' 
Quantity of raw cotton h . h d fbI 

imported. s own In t ousan s 0 a es of 400 pounds 
each. 

TABLE XLVI. 

lmports oj raw cotton. 
(In thousands of Bales-400 Ibs,) . 

Imports from 1926-27. 1927-28. 1928-29. 1929-30. 19aO-31. 1931-32. 

--- --------- ---
United Kingdom 28'00 3'70 5-10 1'90 13'83 2'91 

Rgypt 1'46 3'14 1-62 2'86 119'50 83·22 

Kenya and Talll!'unyika 75'38 74'70 85'29 109'8! 132'05 183'40 

United States of America 140'22 279'50 66'02 9'46 54 .. 66 160'29 

Others . 10''15 g'80 3'70 10'25 7-34 14'39 
--- - - ------ ---.. Total . 255'81 36!J'84 161'73 134'29 327'38 444'21 

The large imports of American cotton in 1926-21 and 1921-28 
are ascribed by the East India Cotton Association to the shortage 
in 1926-21 of the crop in certain districts in India, while in 
America the largest crop on record was marketed. In .the follow
ing years imports were checked by larger crops in India and by 
the labour troubles in Bombay which reduced the demand for raw 
cotton and led to the accumulation of exceptionally large stocks. 
The increased imports in 1930-31 and 1931-32 are again attributed 
to thE' low level of the price of foreign cotton, and to a growing 
tendency, particularly on the part of the Ahmedabad mills, t() 
import long staple cotton in order to spin ynrn of finer counts. The 
~ott01! imported from Egypt and East Africa all has a staple length 
of an inch or over. Of the American cotton imported between 
September 1929 and May 1932 we are informed that 15 pE'r cent_ 
had a staple length of an inch and below and may thus be said 
to compete with Indian cotton. 

!l6. We have made an attempt to see how far the production
of yarn of counts 24s and above' in the Indian mills corresponds 

. . with the quantity of long staple cotton, 
QuantIty of Indlall Indian and imported which has been at 

long staple cotton con- , . • . 
~Ilmed in Indian mills, then dIsposal. The IndIan Central Cotton 

Committee has supplied us with information 
regarding the quantity of long staple cotton grown in India; from 
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this we deduct the quantity exported and 15 per cent. to allow for 
cotton used outside the mills, and we add the quantity imported. 
'Ve have also ascertained the quantity of yarn spun of counts 248 
and above, the quantity of cotton required to spin this quantity at 
a conversion rate of one pound yarn=I'18 pound cotton, which is 
the waste percentage calculated from the ascertained _ cQtton con
sumption and yarn production over the last nine years. The 
result for the last three years works out as follows:-

TABLE XLVII. 

Quantities. Measure •• 

Av~rBf!'e for tbe 
yes,-s 1929.80, 
1930·31 and 

1931·32. 

1. Qnantity of India.n staple rottoll .r pable of Thollsands of ba.les of 714 
spinning yarn. of connO .. 24 •• a.nd above. 400 ponnd. ea.cb. 

2. ]).dvd (1) 15 per cent. for ('olton conlomed Tbousa.nd. of bal •• of 107 
outside the mil., 400 pounds each. 

(2) Exp~rts , 

3, Balance s,"ilable for consumption ill mill. 

•• .A.dd nett imports (excluding rs-exports) 

II. Total 

6. Qusnt'ty of yBl'If of counta 24., a.nd above 
SpUD iu Indian mill •• 

Thousands of boles of 
400 round. each. 

'I'housand. of bales of 
400 ponnds eacb, 

Thousands of hal •• of 
400 pounds encb. 

Thousand. nf bales of 
400 ponnds eHch. 

Millions of ponnds , 

249 

356 

358 

299 

657 

237 

7. Cottou required for spinniug above qnanti' y Thousands of bales of ~99 
of ,orn at 1 pound yarn=l'18 ponnd 400 pounds each. 
cotton. 

These calculations show that 699,000 bales of staple cotton were 
required to spin the yarn produced in the mills. 299,000 bales of 
imported cotton were available, leaving a balance of 400,000 bales 
to be made up by Indian cotton. The quantity of Indian cotton 
actually available for consumption by mills according to the table 

- was 358,000 bales leaving a balance of 42,000, which suggests that 
the quantity of staple cotton consumed outside the mills must be 
considerably less than 15 per cent. of the quantity grown . 
• 37. 'fhe main recommendation made by the Tariff Board of 

1926-27 with regard to raw cotton had reference to the system of 
hedge contracts. *'l'hese are contracts for 

The ,ystem of hedge th -ft· h I f tt contracts e U ,ure FllIC ase or sa e 0 co on em-
" ployed as a method of insurance against a 

• Mainly extracted from the article written hy Mr. Charles Stewart for 
the Rritish Association and published in the Textile Mercury Annual. 
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rise or fall of prices. 'fhey are employed to cover all transactions 
in respect of cotton from the sale of raw cotton by the cultivator 
who grows it to the sale of manufactured cloth. A cultivator need 
not wait to sell his crop till it is actually harvested, when prices are 
likely to be depressed by congestion in the market. At any time 
when prices are at a level which gives him what he considers an 
adequate return he can contract to sell his crop for delivery ~n the 
month when it is ready at the price current at the time when he 
makes the contract. An importer who buys cotton at Q certain 
price f.o.b .. can protect himself by simultaneously selling future 
contracts at a rate sufficient to cover the price he pays, all charges 
he is liable to incur and a commission for his profit. If prices fall 
before the cotton arrives so that the bales have to be delivered to 
the consumer at less than cost price, the apparent loss will be made 
good by buying back the ' futures' which will have fallen in price 
to the same extent. Similarly, the manufacturer can sell cotton 
futures to protect himself against unsold and accumulating stocks 
of yarn and cloth. As the value of his yarn and cloth declines so 
does the value of the futures which he has sold; and to some extent 
at any rate he is enabled to make good his loss. Cotton futures may 
thus be sold as hedge both against stocks of raw cotton either in 
the fields or on shipboard or in the warehouse, and against stocks 
of manufactured cotton goods. They may also be purchased by 
suppliers as hedges against sales of forward deliveries, to protect 
them against a nse in prices while they are collecting the material 
for the fulfilment of their contracts. And in the same way a manu-

·facturer entering into a contract which will keep his mill runnin_g 
for months together, by purchasing futures sufficient to cover all 
the requirements for his engagements can secure himself against a 
rise in the market, which, while it necessitates his paying more 
for the material which he buys, also increases the value of his 
futures. 

38. The Tariff Board in 1926-27 considered in some detail the 
advtmtages of purchasin~ cotton in the Bombay market as compared 

. B' wIth the practice adopted by an increasing 
me~d~~~n. oard s recom- number of mills of ~endin~ t~eir own agents 

to the cotton growmg dIstrIcts to buy the 
cotton on the spot and arrange for it to be ginned, pressed and trans
ported to the mill. It is claimed for the latter practice that it 
saves middlemen's profits and enables the mills to secure the exact 
quality which they need. On the other hand the Bombay market 
offers a wide range of choice and middlemen's profits are kept low 
by competition; mills moreover which purchase cotton direct have 
to carry la1'ger stocks for the greater part of the year than those 
which buy in the market as thev need it. But the most serious 
objection' to the practice of dir~ct purchase is that outside the 
Bomhay market there is no organised system of hedge contracts and 
transactIons tend to become speculative. The regulation of the 
Bombay futures market is in the hands of East India Cotton 
Associat.ion between which body and the Millowners' Association 
there has, ever since the previous Tariff Board reported, been an 
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acute difference of opinion regarding the working of the hedge con:' 
tract I!vstem. The question whether any change is desirable in the 
conduct of forward business and the existing system of hedge eon
tracts was one of the issueR before the Cotton Contracts Act Com
mittee appointed by the Government of Bombay in 1930, and this 
Committee's recommendation on the subject was as follows:-

"16. This is a question which has greatly exercised the minds 
of all interested in the cotton trade in Bombay for a considerable 
number of years. It may be said that there are two extreme schools 
of thought: the one represented by the Millowners' Association 
which favours a single hedge contract on the lines of Liverpool 
which would include most of the cottons of India, and the other by 
the Brokers' Associa.tion which recommends a· considerable number 
of contracts on a narrow basis. We do not consider it necessary 
to go into great detail or to discuss the merits and demerits of the 
extreme schools of thought. On the one hand the Millowners' 
Association have admitted that the time has not arrived for the 
introduction of a single hedge contract; on the other hand it is 
concedt'd by the more rt'8sonable representatives of the otber school 
that it is improbable that what is known as " the bazar" would 
be willing and able to trade in a very considerable number of hedge 
conhacts. There is a reasonable consensus of opinion among all 
sections of the trade that there should be three hedge contracts to 
cover the three main divisions into which the cottons of India can 
be distributed. Our discussions have therefore been confined to the 
composition of these three contracts. We have· had before us the 
evidence of the Millowners' Association who would include within 
the scope of these three contracts most of the growths of cotton in 
India. In this they are supported by a number of the Associations 
representing growers who are reported to feel the need of a contract 
against which they can tender theil'l own cotton. Representing the 
opposite view we have the evidence of what we may call (without 
any derogatory meaning) the specuLat.ive element: of the trade, who 
de~ire narrow contracts on the ground that they appeal more to the 
investor and are therefore bullish contracts: and they hold that 
this must be for the benefit of the grower. 

17. We hold that it is desirable to steer between these two 
extremes. The contracts must be broad enough to give the ~rowers 
an opportunity and at the same time to prevent the possibilIty of a 
corner. On the other hand it is not possible to force on the trade 
something that will not function: and if it is made eviden-t that 
the inclusion in a contract of any particularly valuable cotton or a 
cotton which for any reason has become unacceptable to the market 
or is liable to great fluctuations in class or staple, will make the 
contract unpopular with investors, then it is clearly advisable for 
the prt'sent to exclude .hat cotton. We do not accept the conten
tion of the Brokers' Association that the existing Broach contract 
has tended to depress prices. The figures of trading- and tender 
against this contrae! in particular indicate that it has been success
ful as a hedge contract, and we think it will be inadvisable to make 
great changes in any of the contracts, which experience shows have 
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:been acceptable to the bazar and on the whole afforded reasonable 
hed~e contraots for the general trade. We propose therefore to 
ntaID the Broach conb-act as it is, with the addition only of the 
Kumpta and Upland growths of the Dharwar district and to leave 
the existing two contracts in fine Oomm and Bengal untouched." 

" The demand for the inclusion in the Broach contract of the 
Kuinpta and Upland growths, in which great improvements have 
recently been introduced by the Agricultural Department, has been 
forcibly expressed by the growers' association of the district and 
has been supported by the Agricultural. Department and by the 
Millowners' Association. We have agreed by a majority that this 
cotton, with a minimum of i" staple, may properly be included in 
the contract." 
These recommendations were placed before the general body 
of the East India Cotton Association in April last when 
Reveral members raised "vigorous opposition to them, both on 
the ground that the proposed widening of the Broach contract 
would tend to depreciate the price of the contract, and also because 
of the dissimilarIty of the varieties of cotton which it was proposed 
to include". In view of this difference of opinion consideration of 
the scheme has been deferred till October 1933. Meanwhile the 
Association informs us that the feeling in the cotton trade against 
revising the hedge contracts has been steadily hardeninO'. In the 
light of these facts, we do nllt think that any considerabYe changes 
in the system of hedge contracts on the lines proposed by the Tariff 
Board in 1926-27 are likely to be made. It must be assumed that 
for the period for which we have made proposals for assisting the 
industry, no improvement as regards methods of marketing cotton 
can be expected. The subject has received considerable expert 
attention since the Tariff Boord reported, and it does not appear 
that further investigation will lead to any practical results. 

39. A matter which finds no mention in the previous Tariff 
Board's report, but which is stressed by Mr. Arno Pearse in his 

review of the Cotton Industrv in India is 
Adulteration- of Indian the !;ontinuance of the practice of watering 

cotton. . d . h' h d cotton III or er to IDcrease t e weig t, an 
the constant mixin&, of different kinds of cotton specially in the 
Punjab American dIstrict and frequent introduction of oil or dirty 
cotton,waste, and even seed. Administrative difficulties haw 
prevented the introduction in British India of legislation making 
the watering of cotton a penal offence, though the Hyderabad State 
has introduced- a. system of licensing all ginning and pressing' 
factories and making the license Eahle to cancellation in case of 
such malpractices as watering or false packing. False packing 
and mixing are especially prevalent in ~ind, thoug'h Mr. Arno 
Pearse quotes instances from his own experien.ce of complaints 
l'eO'arding cotton from places as far apart as Amntsar and Bellary. 
1I~ view of the serious harm which may be caused by these malprac
tices to the grower as well as to the user of Indian cotton, we con
sider that increased attention should be given by both the East 
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India Cotton Association and the Indian Central Cotton Committee 
to the question of investigating the most suitable means of prevent-
ing them. . 

40. Though the Tariff Board saw no possibility of the Bombay 
mill industry being able to effect economies in respect of fuel and 

power, the Millowners' Association, by 
Power and demonstrating that the mills could achieve Fuel, 

Water. 
substantial savings by installing their own 

power units instead of taking power from the Tata Hydro-Electric 
Companies has been able to secure an appreciable reduction in the 
rates charged by these power supply companies. In 1926 the 
charges varied according to the dates of the contracts from ·485 of 
an anna per unit (paid by two mills only) to ·725 of an anna, 
which in some cases includes and in others excludes the charge for 
transformers 8nd meters. A new schedule is now in force, under 
which the' charge consists of a maximum demand charge of Rs. 3·8 
a month per kilowatt of maximum demand, which payment entitles 
the consumer to use 35 units for each kilowatt up ta 1150 kilowatts 
and 70 units for each kilowatt in excess of 11~0 kilowatts, and an 
energy charge of ·50 anna per unit for the next 200,000 units used 
each month and ·40 anna per unit for all additioll11 units used 
each month. This change of tariff has resulted in a saving to the 
Bombay mills of between Rs. 9 and Rs. 10 lakhs a year. Com
menting on the very high charges made bY' the Bombay Municipal 
Corporation fOT water supplied to the mills, the Tariff Board in 
1926-27 urged a reduction of the rate of 16 annas per 1,000 gallons. 
The charges have since been reduced first to 12, and in 1928 to 10 
annas per 1,000 gallons. The industry feels even this rate to be 
excessive and a serious handicap to the development of further 
bleaching establishments. But there is little likelihood crf any 
further reduction of the rates, for an attempt, though unsuccessful, 
was made in November 1930 to restore the rate of 12 annas per 
1,000 gallons. It may be pointed out that in estimating the fair 
selling price of the Indian industry we have based our figures on 
the costs I1f 1931 and therefore any increase in these charges over 
those of 1931 will handicap the industry. 

41. As an alternative to a reduction in wages the Tariff Boar.l 
in 1926-27 put forward several proposals for increasing the efficiency 

L b of the labour employed in the mills. These 
a our. m8y' be summarised as measures designed to 

reduce the percentage of absenteeism, measures designed to secure 
increaseo output by the operatives in the various depertments, the 
standardisation of wages as between mill and mill, the introduc
tion of autom'atic machinery and double shift working, and 
measures designed to improve labour conditions, such 8S the fixa
tion of regular periods of rest, the removal of abuses in recruitment, 
the remedy of grievances in the matter of fines, the improvement of 
housing conditions and the extension of welfare work and of faci
lities for technical education. 
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42. Taking first the question of absenteeism among the opera
tives in Bombay, the Tariff Board emphasised the loss of efficiency 

caused by it and by the consequent engage
.JUent of casual and often inefficient labour. Absenteeism. 

It therefore suggested the universal adoption of a practice which 
obtained in a few mills of employing a certain number of spare 
hands in each department, except the weaving department, who 
would he available to take the place of absentees. This suggestion 
has not been adopted. It would appear from the evidence of the 
Bombay Millowners' Association that there were special reasons 
for the adoption of this practice in the few mills where it was in 
force, but if was felt that the extension of the practice might lead 
to an increase of slackness. They regard the suggestion as incon
sistent with the reo ommen dation that more spindles and looms 
should be put in charge of each man than is. at present done. And 
it would be a further obstacle to the introduction of standardisation 
and efficiency schemes which have for their object the elimination 
of· superfluous labour. In spite of the rejection of this proposal 
there has been a slight improvement in the percentage of absen
teeism in Bombay. As compared with 12·25 per cent. fol'l Bombay 
and 2·74 per cent. for Ahmedabad in October 1926, the figures for 
March 1932 were 10·04 per cent. for Bombay and 3·86 per cent. for 
Ahmedabad. 

43. Though the i~troduction of measures designed to increase 
the efficiency of labour and plans to standardise wages between one 

mill and another are really separate 'tnd 
st~n~a~ji:a~i~! sche~~s~ distinct, their hist?ries. are bound up with 

one another and It wlll be convelllent to 
discuss them together. .The history of what is known as the effi
ciency system is described in detail in a paper prepared by the 
Bombay Millowners' Association for the Bombay Strike Enquiry 
Committee and published as Appendix XII to that Committee's 
Report. The object of the scheme, which was originated by Messrs. 
E. D. Sassoon and Company, is to increase the operative's wage by 
getting him to tend Plore machines and at the same time to assist 
him oy introducing better. methods of working. The principal 
features of the scheme are that Q man tends two roving frames 
instead of one, in ring spinning a side-boy looks after two sides 
instead of one, and in weaving a weaver tends three or four looms 
instead of two. The Tarifi Board's recommendation for the 
increase of the output of the operatives ran upon the same [ines. 
And it was soon after the publication of the Tariff Board's report 
that various portions of the scheme were introduced into several 
mills under the management of Messrs. E. D. Sassoon and Com
pany and also into the Finlay group of mills and into the Kohinoor 
Mill. Almost every attempt to introduce these measures of 
economy resulted in a strike, and between August 1927 and May 
1928 there were no less than sixteen strikes in Bombay mills, all 
except one of which ended in favour of the management. On April 
16th, 1928, a strike broke O'Ut in 10 mills under the management of 
Messrs. Currimbhoy Ibrahim and Sons; it began without any warn-
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ing and by the 26th Aprii had spread to all the mills in the city 
except one. On May 3rd the Joint Stri~e Commit.tee, repres.enting 
the various Labour Unions in the CIty, pubbshed a hst of 
• seventeen demands I to be conceded by the millowners, to which 
the millowners on May 12th published categorical replies, followed 
on the ·ITth "May by a statement of the terms upon which th~y 
would re-open the mills. ·These terms were grouped under SIX 
heads;-

(1) Standardised rates of wages. 

(2) Revised and standardised muster rolls. 

(3) Full ten hours work for all male operatives. 

(4) Standardised rules and regulations to enforce discipline. 

(5) Uniform system of calculating wages. 

(6) Fines to be credited to a welfare fund. 

The strike however continued until October 4th when a settlement 
was reached on the basis of the appointment by the Government of 
a Committee of Enquiry and an undertaking to resume work on 
October 6th. The Committee's terms of reference were to include 
the questions whether the millowners' standardised schedule of rates 
Bnd muster rolls was fair and reasonable, whether the Strike Com
mittee's seventeen demands were fair· and reasonable and whether 
the millowners' standing orders for operat~ves ~ere fair and rea
sonable. This Committee found that the chief reason for the com
mencement and continuation of the strike for a period of nearly six:,,/ 
months was the fear of unemployment created by the new methods} 
of work introduced by Messrs. E. D. Sassoon and Company in their 
mills. The Committee also came to the conclusion that the mill
owners' proposals for standardisation of wages, duties and numbers 
of operatives in a mill and for standing orders for the operatives 
about the conditions of their employment were in the main fair 
and reasonable. While they found that there was justification for 
the proposal to cut weavers' wages by 7t per cent., there were 
reasonable objections against its adoption, and they recommended 
that the proposal be dropped on condition that the labour leaders· 
undertook to co-operate in working the standardisation scheme. 
Of the Unions' , seventeen demands I twelve were found to be fair 
and reasonable, two to be unreasonable, and three partl! reasonable 
and partly not. The Committee also examined the Efficiency' 
system, the attempts to introduce which had created the general 
fear of reduction of wages and loss of employmenti which had been 
the original cause of the strike, and found that the objections to the 
system had not been sustained. The Committee's report was pub
lished in March 1929, and during April representatives of the mill
owners and of labour were sitting in a Conference convened by the 
Chairman of the Millowners' Association to reach a settlement on 
the issues arising out of the report. Suddenly the leaders of the 
Ginli Kamgar Union, a body which had been started in May 1928 
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with the help of some leaders of the Peasants and W orkers' 
pa~'ty, alleged, to be a communist organisation, brought certain 
g'rleva~ces before the Conference and demanded that they be 
r~medled before the, Fawcett Committee's report was further con
SIdered. At a. meetI,ng ~n April ~4th a difference arose regarding 
the m~thod of I.n~estIgatIng the grIevances; and the Union's repre
sentatives, declInmg to proceed further, by noon on the 26th called 
out a g?ner~l strike of the entire textile labour in the city. In 
July thI~ dIspute was referred to a Court of Enquiry under the 
~rade DIsputes Act, 1929, for a finding as to the nature of the 
chspu~e, the. res.(>onsibility for it, the causes of its prolongation and 
the difficulties In the way of a settlement. The Court's findings 
publIshed- in .September were that the Girni Kamgar Union was: 
:solely re~ponslble for t~e state of affairs ~hich prevailed in March 
:and AprIl and resulted In the general strIke: that the causes of the 
~prolongation of the strike were the aggressive and mischievous 
propaganda of the officials of the Girni Kamgar Union and in
fia!nmatory appeals made by them to the workers, and picketing 
and intimidati.on by the strikers and acts of violence committed by 
them on non-strikers; -that the main diffieulty in tIle way of a 6ettle
ment also was the uncompromising attituue of the IT uion officials, 
though there was an undercurrent of discontent among the workers 
due in part (1) to the proposed cut of 7t per cent. in weavers' wages, 
(2) to fear of unemployment in consequence of the proposed intro
duction of the efficiency scheme, and (3) to the non-payment of 
April wages; and that other difficulties were lack of contact between 
millowners and employees and the lack of such machinery as an 
Arbitration Baard to settle disputes as they arose. In consequence 
of persist.ent misrepresentation on the part of this Union, the mill
owners in November decided to withdraw recognition from it. One 
result of these strikes was the collapse of the Labour Unions in 
Bombay whICh have not yet been restored to activity; and the 
absence 'of any organised. representation of labour has prevented 
further discussion of the schemes for the standardisation of wages 
and muster rolls or the extension of " Efticiency Scllemes " to more 
mills. As the millownerR succeed in regaining the confidence of 
their labour, the experience gained of "Efficiency Schemes" in 

. the Sassoon and Finlay groups and in the Kohinoor Mills should 
facilitate their extension to other mills; and the schedule of 
Rtandardise"d rates of wages printed in Appendi~ VIII to the 
Fawcett Committee's report represents a s.ubstanba~ measure of 
agreement aehilwed between the representatIves of mll~own~rs and 
labour in 1928-29 which could probably be adopted WIth httle or 
no modification as Boon as proper representation of labour can be 
organised to discuss it. 

44. Ahmedabad has been more fortunate in respect of wage 
disputes and labour troubles generally than Bombay. Spinners' 

wages have beeil standardised in all mills. 
Labour disputes at During the period of depression in 1923 

Ahmedabad. wages in Ahmedabad had been redueed by 
15l per cent. all round. In 1929 the Labour Union applied for 
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~e restoration of the original scale, and in accordance with the 
pXinciple of compulsory arbitration in cases of dispute between 
1ll~ter8 and men, which has been accepted both by millowners and 
by I~bour in Ahmedabad, this application was referred M arbitra
tion. \ Under this arrangement the mill authorities must first try 
to sett1e the dispute. If they fail, a Union official and the mill 
authority make a joint attempt. If these two are unsuccessful the 
union and millowners meet and try to arrive at a solution. If 
they do no.t succeea the dispute goes to the two permanent arbitra
tors, one nominated by the ope'ratives and the other by the masters. 
If the arbitrators fail to find a settlement they appoint an umpire 
whose decision is final and binding on both parties. In this case, 
the two permanent arbitrators agreed that the mills were not earn
ing st:ch profits as to justify the restoration of the original scale 
{If wages; but they differed on the question whether the workers 
did or did not get a living wage. The- whole question therefore 
went to an UmPire for adjudication, who after hearing both sides 
awarded an increase of 5 per cent. to the weavers and 8 per cent. 
to the spinners. This award has been loyally accepted by both 
parties. The following statement, compiled by the Bombay Labour 
Office, illustrates the loss caused to the industry in the principal 
.centres in the Bombay Presidency by industrial disputes. 

TADLE XLVIII. 

Industrial Disputes in the Cotton Mill Industry since 1926. 

Bombay. Abmeuabad. 

:a Number of . :!l Number of 
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1931 . / 14 22,015 208,955 22 4,632 9,464 
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1 15,000 1'10,9u9 

:t ODe of tbe dhputea affected 64 cotton mills, another Beven cotton mills and a 
'third five cotton mills. 
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45. As a means to secure reduction in the cost of manufacture 
the industry in :aombay has definitely preferred measures designed 

L el f ' to increase the efficiency of labour, rather 
ev 0 wages. than a reduction of wages. Though labour 

has opposed the measures intended to increase its efficiency, and 
though the collapse of labour organisations after the strikes of 1928-
and 1929 has created a situation in which it is impossible for the
millowners to discuss with representatives of labour the extension 
of the efficiency schemes or the iJ!.troduction of the standardised 
scale of wages and muster rolls, the millowners have not given up 
hopes that it may one day be possible to resume these discussions, 
Rnd in the meanwhile they have not· reverted to the alternative 
plan of reducing wages. Thus there has been no material altera
tion in the level of wages since 1926, when the last investigation 
into wages and the hours of labour in the cotton mill industry was 
made by the Labour Office of the Government of Bombay, the results 
of which enquiry are examined in paragraph 49 of the Tariff 
Board's 1926-27 Report. The lack of statistical material regarding 
industrial wages has been noticed by the Royal Commission on 
Labour in India, who observe at page 445 of their Report that" so 
far as wages are .concerned practically nothing has hitherto been 
achieved with the exception of the enquiries made by the Bombay 
La bour Office into wages in the catton mill industry of that 
Presidency"; and even this office has made no detailed enquiry 
since 1926. The standardised scale of wages prepared by th~ 
Bombay Millowners' Association and largely accepted by labour 
organisations in 1929, but not yet introduced owing to the break
down of the negotiations in that year and the subsequent lack of 
responsible representatives of labour, is published as Appendix 
VIII to the Report of the Bombay Strike Enquiry Committee 
1928-29. Mr. Arno Pearse collected a certain amount of informa
tion regarding wages paid in mills in different parts of the country. 
For the Bombay Presidency he quotes a statement of average dajly 
wages paid as follows:-

TABLE XJJIX. 

- Meo. Women. Big I.ads. All workers. 

Rs. a. p. R8. a. p. Re. a. p. Re. a. p. 

Bombay Cit)' ~ . 1 7 2 o 12 5 012 3 1 4 a 

Ahmedabad . . 1 6 II 012 9 011 4- 1 3 1() 

Sholapnr • . 1 0 0 0 6 4 0 9 1 012 9 

Baroda. . 1 0 6 01010 0 8 0 015 3 

Other centrea . . 1 Q 1 0 8 2 0 8 8 014 0 

Bombay Prelidency • . 1 5 9 011 7 011 4- 1 3 () 
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We ve seen that in Ahmedabad wages were raised in 193() by 
o per nt. for weavers and 8 per cent. for spinners. An increase 
of 5 pe cent. on the Ahmedabad figures in the Table above will 
result i wages of Rs. 1-7-3 for men, Re. 0-13-0 for women, 
Re. 0-11- for big lads and for all workers Rs. 1-4-10 and thus 
bring the hmedabad level above that of Bombay. The' informa
tion which e have received for other parts of the country is 
extremely me gre, and all we can Bay is that it indicates that both 
in Madras an~. Bengal (outside Calcutta) wages are on a some-
what lower Bca than in Bombay or Ahmedabad. 

46. No progr s has been made in installing automatic loom~ 
on a large scale though experiments have been carried out in 

Automatic looms. \ several mills in different places. The gene-
ral conclusion is that the acloption of auto

matic looms will not reduce costs'unless a weaver will agree to work 
a larger number of looms th!ln he does now. This conclusion is 
supported by the followi,ng statement of the results attained in one 
of the mills in which automatic looms have been tried:-
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The InIOn is also widelv held that the kinds of cloth required 
for th Indian market ar~ not sufficiently stal.J.dardised to justify 
the ins llation on a large scale of automatic looms. And the
reluctanc to change over to automatic looms has been confirmed 
by the re Its of the tests conducted by the Lancashire Cotton 
C'orporation f the compamtive costs of weaving by automatic looms. 
and Lancash e looms; for they find that the advantage secured by 
aut.omatic IOOlitA on wage costs is more than off-set by additional. 
expenses, mainly the much grooter interest and depreciation 
charges. On theother hand Mr. Arno S. Pearse, who visited India. 
nt the beginning of 1930, has observed that the goods produced on 
the 2,300 automatic looms in the Buckingham and Carnatic Mills' 
in Madras--the only mills in India equipped on a large scale with 
Butomati.(, looms--were the IUost perfect which he saw on his. 
journey through India; " they are mostly high class cotton suit-· 
ings as well made as in any country". 

41. The Tariff Board in 1926-21 expressed the opinion that 
" from every point of view Bombay is a. most unsuitable centre'for

Double shift working. the adoption of the double shift system" 
the main objection being the extent to

which the presence of the additional labour force required would 
increase congestion in an already very congested city. During the
last year or two however the closing of a number of mills in Bombay 
has enabled others to' work considerable portions of their plant on 
a night and day shift, without experiencing difficulty in obtaining
labour; nor has the housing problem of the city been aggravated, 
for at no time have the numbers employed on night shifts in 
Bombay been of such a magnitude as to make up for the number
thrown out of employment by the closing of mills. The following
'fahle, compiled by the Bombay Labour Office, shows the extent. 
to which night shift work has been adopted in the mills in Bombay 
and in Ahmedabad. Some of the mills in Bengal are also working 
a night shift; but we have no detailed information regarding them. 

TABLE LI. 

Night ,hilt work in cotton mills. 

Bombay. Ahmedabad. 

'fot .. l Total 
Month. number Total nnmber Total 

of mills number of of mills uumber of 
workin!l' hands working hands 

nhrht employed. night employed. 
• hift. shift • 

1930. 

November . . 12 2,686 19 6,114 
December . 16 3,592 18 6,954 
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Bombay. Ahmedabad. 

Total Total 
:Month. nnmher Total number Total 

of mills number of of mills number of 
working hands wtJrking hands 

night employed. night employod. 
.hift. shift. 

1931. 

January 17 5,9H 15 5,57L 
February · 17 5,53~.1 16 6,87l 
March . 18 6,826 2(; 7,244 
April 21 10,807 23 7,912 
.\Iay >14 10,817 21 8,373 
Juue . 30 U,5~7 19 6,884 
July · 33 14.347 19 6,30:! 
August :.18 13.051 16 5,O~5 

September 26 11,168 18 5.355 
October. · :12 6,796 15 5,046 
November · 22 7,244 18 5,619 
December 29 15,327 20 5,il54 

1932. 

J'iDuary 30 17,118 21 6,870 
February · 29 18,.U7 20 6,79/1 
March • . 32 20,070 22 '1,833 
April · 32 21,246 25 9,785 
May · . 25 13,6~0 23 8,649 

48. The usual hours of work in Bombay are from 7 to 12 and 
1 to 6. The recommendation of the Tarifi Board was the fixatiDn 

. . of a definite period of rest to enable the 
Condl~lOns of Labour; operatives to take their mornin<J' meal. in 

(a) Periods of rest. • b . 
order to prevent the loss of effiCIency caused 

by the practice of numbers of the workers taking food in the mill 
compounds an hour or two after the commencement of work. It 
was suggested that work should start at 6-30 and that· half an 
hour's rest be granted from 9 to 9-30 or 9-30 to 10. Recognising 
the difficulty of getting the workers to come half an hour earlier 
than before; the millowners l)roposed to keep to 7 o'clock as the 
starting hour, and to provide for the half hour's recess by cutting 
down the mid-day recess by a quarter of an hour and changing the 
dosing hour from 6 o'clock to 6-15. The labour representatives 
would not agree, and demanded not only a morning recess of half 
an hour, but an afternoon recess for tea, both within the present 
limits of 7 A.M. to 6 P.M. thus reducing the working hours from 10 
to 91 hours. To this the millowners obj ected; nor did they agree 
to the Fawcett Committee's recommendation that an experiment 
should be tried in one mill of a morning recess and a working day 
()f 9t hours. It may be noted that the Royal Commission on 
Labour has recommended the reduction of the weekly hours of 
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wo~ from 60 to 54 and that there should be an hour's intel'val in 
the 1~ hours' working day distributed by agreement between the 
management and the operatives. This recommendation is now under 
consideration by the Government of India. Unless a reduction in 
hours of work is accompanied by a reduction in wages, the increased 
cost to the &mployer at the outset may prove serious. On the other 
hand a reduction in wages may result in a fresh unsettlement of 
labour conditions which we should regard with grave misgiving. 

49. The Tariff Board recommended that the system of recruij;
ment through jobbers should be given up and that all labour should 

(6) Rec 't t be engaged directly by the officer of the mill -
rUI men. in charge of the department which requires 

it or by a responsible assistant. The Royal Commission on Labour 
considered this subject at length and recommended the appointment 
of a special labour officer to work directly under the General 
Manager and to be responsible for all labour questions. The
Bombay Millowners' Association informs us that an experiment on 
these lines has been made, but has not yet been working long 
enough to establish its success. This is one of the most urgently 
needed reforms in: the Indian industry, since we believe that ,closer 
personal contact between the management and labour will help 
greatly in improving the labour situation. 

50. The Fawcett Committee came to the conclusion that it would 
be inadvisable to abolish fining under present conditions, and that 

(e) Fines the time had not yet come when the manage-
, ment of a mill could safely rely entirely on 

mere supervision and cautioning as a substitute. They also found 
that there was no reliable evidence that the power of fining em
ployees in the Bombay mills was generally abused. In 1925 the
Government of Bombay published a report of an enquiry into -deduc
tions from wages or payments in respect of fines. Some of the 
results of this enquiry are tabulated below:-

TABLE LII. 

Proportion of ProportioD 
Number instances in which Incidence of fining of total 
of milia fiues were imposed amouut of 

- submittiug for bad or negli- per offence. 
fines to 

correct gent work. total 
returns. wages 

lIIen. 1 Women. I women.\Child_en. 

hill. 
Men. 

As. p. As. p. AI. p, % 

Bombay 31 80'73 61'16 4 IS 210 1 5 0'20 

Ahmedabad . '1 98'13 55'31 4. Z ii 1 6 IS 1'04 

Other eentl'8l!l '1 90-S3 66'08 2 2 1 9 110 O'SI 
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These figures appear to support the conclusion of the Fawcett 
Committee. ,The Royal Commission on Labour made several 
l'ecommendations on this subject, the most important of which are 
that the fining of children should be prohibited, and that a limit 
should be imposed to the amount of fines, that the payment of a 
fine should not be spread over a longer period than it month, and 
that a fine should not constitute more than 2 per cent. or half an 
anna in the r~p~e of a ~'~rker's monthly wages. They also lmg
gested a provlSlon reqUIrmg employers to specify the acts or 
omissions which are liable to be punished with fine. The main 
recommendations of the Tariff Board on this subject were first that 
all fines levied should not be credited to the mill but should be 
used for the benefit of the operatives, and secondly the abolition 
()f the practice of compelling a weaver to take over cloth spoilt 
by defective workmanship at its full vaiue. The first recommend
ation has been adopted by the Millowners' Association in Bombay 
and is provided for in a standing order which has been in force 
since March 1931. The second recommendation was considered at 
length by the Fawcett Committee, who agreed that the practice 
was liable to abuse, and decided that it should be restricted to cases 
in which the weaver agreed to take over the damaged cloth, provi
sion being made for the levy of a fine to compensate the mill for the 
loss caused by damage in cases where the weavel' did not agree to 
take 0ve;' the lhmaged material. The Bombay millownt'l"s haTe 
adopted this suggestion which is embodied in the following stand
ing order, which is now in force in all the mills in Bombay:-

. "The Company shall not be entitled to debit a weaver's 
wages with the cost of cloth damaged by his negligence, un
less he elects to take it over on those terms. Otherwise the 
Company may deduct hom his wages an amount corresponding
to the estimated loss caused to it by such negligence, provided 
that, if the proposed deduction exceeds the sum of Rs, 5 or 
the weaver disputes the damage being due to his negligence, 
the deduction shall not be made by an officer of the Company 
[ower in rank than an Assistant Weaving Master. If the latter 
officer directs a deduction of Rs. 5 or over1 and the weaver 
disputes his liahility to pay th.e same, there shall be a joint 
examination of the damaged cloth by such officer of the Com
pany as the Manager appoints and a representative of the 
weavers who may be either an employee of the Company Of. 

an official of a reg-istered Trade Union. If they agree in their 
decision, the Manager shall accept their decision. If they dis
agree and there is no independent person to whom the' 
Manager and the weavers' representative agree .to refer the 
diRJmte the Manag-er shall rlecide what amount (If any) shall 
be ded~cted from the weaver's wages." 

The Royal Commission on J~abour has made a further recom
mendation 'that no deduction on account of damaged doth shouM 
exceed the wholesale prices of the goods damaged. 
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51. There has been no material change in the situation 111 

Bombay since 1927 when the 'fariff Board observed that out of 
(d) H . IG,544 tenements constructed by the Deve-

ousmg. lopment Department 11,484 were still 
empty. About half the tenements are now occupied, the number -
empty in September, 1932, being just under 7,600. Attempts to 
arrange for mills to lease complete chawls have failed owing to the 
difficulty of persuading a sufficient number of workmen to agree to 
live in them. Twenty two of the mills in Bombay provide 
tenements which house about 20 per cent. of their employees. 
Thirty-five mins in Ahmedabad house 16 per cent. of their em
ployees. At Sholapur 12 per cent. of the mill workers live in 
quarters provided by the mills. Ten mills in other parts of the 
Bombay Presidency provide accommodation for 42 per cent. of 
their operatives. We have seen workmen's quarters provided by a 
mill in Bengal; and it is well known that facilities are afforded 
in this direction by some mills in other parts of the country. 

52. The Royal Commission on Labour has pointed out many 
directions in which welfare work is called for; they notice the poor 

( ) W If k physical condition of the average Bombay 
e e are wor . millhand-his low average weight, due to 

poor constitution and deficient diet, and they urge the ,provi
sion of sanitary markets, workmen's stores, better sanitary 
and medical facilities and the development of other activities 
including insurance schemes. Something has been attempted in 
Bombay since 1927. The Millowners' Association has appointed a 
ladv with experience of welfare work in Lancashire to advise on 
weifare work in the mills. Progress has been made in the provision 
of creches, and facilities for medica'! treatment are being improved. 
~Ie;1sllres have been introduced designed to inculpate hahits of 
thrift, and the prevention and treatment of accidents have received 
nttt'nIHln. > 

53. The Tariff Board in 1926-27 recommended that students at 
the Victoria Jubilee Technical Institute should have a practical 

course spread over two years instead of six 
<f) Technical Education. months. The Millowners' Association took 
this up with the Institute in 1929 and the course has been mollified 
on the lines suggested by the Board. It does not appear that any 
trade schools have been established in Bombay since 1927; but the 
scope of the Textile Technical School at Parel has been greatly 
extended; the number of student'! has risen to over 100; the Mill
owners' Association has made contributions and individual 
millowners have awarded scholarships to their operatives who 
attend the classes. The provision of technical books and pamphlets 
in the vernacular has beEm the subject of correspondence betwel'n 
the Milloowners' Association and the Government of Bombay wl)ich 
has not yet had tan/1:ible results, though the Millowners' Association 
admit the value of the su!?g·estion. The Royal Commission on 
'Labour regards illiteracy as a more formidable evil than the lack of . 
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technical education and would be inclined to concentrate all efforts 
on primary ed~cation as the first step to technical efficiency. 

54. The main recommendation made by the Tariff Board in 
1926-21 with reference to overhead charges was that millowners 

O h d Ch 
might introduce a scheme of mutual insur-

ver ea arges. f fi "1 to th . t f ance or re SImI ar elf sys em 0 

insurance for workmen's compensation. The Bombay Millowners' 
Association points out that this was no new suggestion; it had [ong 
been under discussion and a number of alternative schemes had 
been considered. It has not, however, been found possible to accept 
any of these schemes, partly owing to the difficulty of arranging 
satisfactory re-insurance, partly through fear that insurance com
panies might combine and start a premium rate war, but chiefly on 
account of the difficulty of providing the initial funds necessary 
for the introduction of such a scheme. Further the Mill.owp.ers' 
Association has during the last five years managed to secure such 
substantial reductions in premium rates that it is now doubtful 
whether a mutual insurance association for fire could quote lower 
rates than those now charged by the various companies. The value 
of the reductions secured is illustrated by the following actual 
figures of a typical Bombay mill:-

TABLE LIII. 
Rs. 

Total value of specification, 1927-28 61,17,150 
Total value of specification, 1931-32 62,27,250 
Nett premium paid, 1927-28 . 17,151 
Nett premium paid, 1931-32 . 12,126 

The difference represents a reduction of the average rate for the 
whole mill from 4t annas to 31 annas per Rs. 100. The Bombay 
rates are now lower than in any other part of India and they 
compare not unfavourably with those obtaining in England or the 
Continent and in Japan. 

55. The Bombay Millowners' Association is the most important 
body representative of the:·cotton mill industry in India. Its 

. , . membership includes 101 mills situated in 
. Mlllowners ASSOCla- different parts of the country. AU except 
tlOna.. eight of the mills in Bombay City and 
Island belong to it, as do several mills situated in other parts of 
the Bombay Presidency, and among its members are also included 
mills in the Presidencies of Bengal and Madras and mills in Delhi, 
the Central Provinces, His Exalted Highness the Nizam's Terri
tory, Central India and Ceylon. Its chief activities have been 
of a political character in connection with the abolition of the excise 
duty and the introduction of protective duties: it collects and com
pile'Sl useful statistical tables regarding various matters which 
(,OllPern the industry; and it has also devoted considerable attention 
to matters connected with strikes. It conducts correspondence on 
behalf of the industry with the Central and Provincial Govern· 
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menta, with Municipal Corporations and with public utility 
companies such as the Hydro-Electric Power Companies wb,ich 
supply most of the mills in Bombay. The Ahmedabad Millowners' 
Association includes among its members most of the mills in 
Ahmedabad, a few other mills in Guzarat and also a certain number 
()f factories connected with industries other than the textile 
industry. Its great achievement has been the introduction of 
compulsory arbitration in industrial disp.utes. There is also a 
Millowners' Association in Baroda; while in Cawnpore and Cal
cutta Chambers of Commerce have sub-sections of cotton 
millowners. In the following paragraphs we shall indicate the 
-extent to which the suggestions made by the Tariff Board in 1926-
27 for improvements in the organisation of the industry have been 
taken up and acted upon by those representative bodies . 

. 56. In 1926-27 the Tariff Board recommended that the Bombay 
Millowners' Association should take immediate steps to obtain a 

Iml'l"o\'t'ments in 
ganisation: Record 
imports. 

full range of samples and to maintain a ful] 0:, record of prices of all imported cotton 
manufactures which compete with Indian 
goods. The Association is now maintaining 

.a weeHy record of the prices of such goods; while market 
correspondents in Bombay, Madras and Delhi send regular 
information regarding the state of trade and suppily samples of 
new lines as they become popular; the samples are made available 
to mills interested in attempting the production of competitIve 
-qualities. Special attention has been paid to the markets in South 
India and in Calcutta. 

57. In 1926 the Bombay Millowners' Association believed that 
there were insuperable difficulties in the way of the establishment 

Registration of trade of a scheme of registration of trade marks 
marks and maintenance and numbers The Tariff Boardurgerl the 

·of the quality of parti- . f' b" h t' t 
oCular brands of Indian Importance 0 rIngmg suc a sys em In 0 
piecegoods. existence in order to maintain the quality 
-of cloth sold under a particular number. The Association now 
informs us that the difficulties have been overcome so far as its 
own members are concerned, that a. system of registration has been 
·evolved and will shortly be introduced. It remains now to extend 
the system to mills which are not members of the Bombay Associa
tion by getting other Millowners' Association to undertake to 
tabulate the numbers used on various types of cloth by their mem
bers as has been done by the Bombay mills. 

58. In the oourse of this enquiry we have received a number of 
.complaints against the present organisation of the industry under 

S f 
the management of agency firmq. This 

ystem 0 management. f h . h d h aspect 0 t e enqUiry as arouse so muc 
pul.lie ilLterest and is indeed of such importance to the futUI'e pro-
gres~ of the industry that we have decided to devote It separate 
'Chapter of our report to a detailed discussion of the problems raIl
~ected with the system of management. 
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59. The Tar\ff Board in 1926-27 observed that one of the most 
obvious ways in which th~ defectiv~ organisation of the industry,. 
Writing down of capital partIcularly m Bombay had manifested 

" " " itself was in over-capitalisation during the 
boom perIod! and POl:nted" out the n~ed for further drastic writing 
down of capItal to whICh httle attentIon had then been paid. Much. 
has been done in this direction since 1925; eleven mills have re-· 
duced their capital from Rs. S"S2 crores to Rs. 4"6 crores' eleven 
more mills, which have undergone reconstruction or sale' to new 
concerns, have incidentally reduced their capital from Rs. 2"52 
crores to Rs. 1"30 crores and six more companies with a capital of 
1"46 crores are either in liquidation or have been dismantled. Thus. 
the paid up capital ()f 6S mills in 1931 stood at Rs. 13"lS crores 
as compared with Rs. lS"96 crores, the paid up capital of 77 mills. 
in 1926. The mills in Bombay have evidently not failed to pay 
adequate attention to this recommendation of the Board. 

60. A scheme for the re-organisation of the industry in Bombay 
on the lines of the Lancashire Cotton Corporation was put forward 

by some of the most prominent millowllerll in 
Amalgamation Scheme. . h the CIty early in 1930. Under this sc eme-
no less than thirty-four mills under seven managing agency firms 
were to amalgamate with the objects of:-

(i) standardisation of products; " 
(ii) reorganisation of qualities so that single types or ranges. 

of yarn or cloth might be allotted to individual mills; 
(iii) concentration of purchase and sale by single weH defined 

units; . 
(iv) avoidance of duplication of work; and 
(v) elimination of uneconomic machinery. 

Each mill was to be valued and taken over by the merger cor
poration at its present day price paid in ordinary shares; its 
unsold stocks were to be paid for in cash, and nothing was to be
paid for goodwill. The control of the corporation was to be vested 
in a Board of Directors with working committees to carry out the-
following duties:-

(1) Purchase of cotton. 
(2) Sale of yarn and cloth. 
(3) Purchase of machinery and stores. 
(4) Management of mills. 
(5) Arrangement of finance. 
(6) Organisation of research and statistIcs. 

The l"(l"rpor~tion was to be financed by a loan from the Impel"iaI 
Bank of India. to the full extent of its liquid assets and by deben
tures. An expert valuer from Lancashire was eng-aged and the 
mills were all valued and discussions took place with the }'manctl
:Member of the Government of India and the Imperial Bank with 
the object of arranging the. financial assistance required. But the 
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tichelllt! was ultimately abandoned on account of the difficulties 
felt 1;)' some managing agents in handing over the mills at the 
valuation fixed, owing to the indebtedness of the mills, and also 
the dIfficulty experienced by the Imperial Bank in lending money 
for working capital without a collateral security. The liability for 
stamp duty amounting to Rs. 17 lakhs for transfer of the proper
ties from the various mill companies to the new corporation was 
felt as a further difficulty. In the circumstances of the Bombay 
industry an amalgamati<m scheme on these lines was perhaps too 
ambitious a venture and it is not surprising that it did not mate
rialise. Nor has the experience of the Lancashire Cotton Corpora
tion been an encouragement to such merger schemes. We refer to 
this subject again in paragraph IS. 

61. We have already mentioned the progress made by the 
industry in the spinning of higher counts of yarn and in increasing 

. .. the proportion of bleached goods produced. 
Dl.vemficatlOn of pro· We have also seen that nothing has yet been 

duchon. effected towards the establishDlent of a COlD

bined bleaching, dyeing and printing factory in Bombay. An 
interesting illustration of progress achieved in the diversification 
~f production is to be found in the following extract from the 
Report of the Indian Stores Department for 1931-32:-

" The mills with whom important orders for textile goods 
were placed maintained a high standard of production. The 
most noticeable development in the cotton piecegoods trade is 
the new venture in the production on a large scale by several 
mills in India of printed goods with block aJld machine print
ing. A leading firm of textile manufacturers in Bombay has 
recently installed a mercerising plant and a roller printing 
machine, and has introduced aerograph and block printing." 

Among the textile goods for which the Stores Department. was 
for the. first time in 1931-32 able to place orders in India were 
Khaki Twill, Khaki Helmet Pugrees, Khaki Pugree Cloth, Polisher 
Cloth, Waterpl'oof hoods for turbans and Yellow Lace. -

62. The points stre'lsed by the Tariff Board in 1926-27 regarding 
improvement. in quality were the practice of spinning nner counts 

I f l
't of yarn than are justified by the quality of 

mprovement 0 qua 1 y. th tt h' h 1t" f' l't' e CO on w IC .. resu s In In erlOr qua 1 les 
of yarn and cloth, the practice in Ahmeda.bad of stamping yarn 
with double numbers which facilitates the passing off as yarn of a 
higher count yarn which is actually of a lower count, and slackness 
in the folding departments of mills where the standards for rejec
tion varied greatly. We are informed that improvement has been 
effected in many of these directions, that as a rule finer counts of 
yarn are not spun than are warranted by the quality of the cotton, 
that the system of stamping double numbers on yarn has been 
discontinued in the Ahmedabad mill!! as the re~ult of pressure from 
the Association there and that the inflpection of cloth in the fold
ing departments is now very strict. 
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63. While hesitating to make a recommendation for or against 
the system of sales by the mills through their own shops as com-

.. pared with the system of sa!le through 
Methods of sale. • 

commIssion agents, the Tariff Board urged 
the importance of 'representatives of the mills visiting the chief 
consuming centres from time to time and of their employment of 
trade correspondents in the principal markets. The Bombay 
Millowners' Association has taken up these suggestions and now 
employs trade correspondents in Delhi and in Madras. They have 
advertised their goods in exhibition trains, and by show rooms at ' 
the principal stations in Bombay and elsewhere. Besides these 
efforts on the part of the Association individual mills have opened 

_ their own selling agencies and r~tail shops; and several mills send 
their representatives out periodically to up country centres to report 
on the state of trade. As an instance of the success which has 
attended such efforts the case of a mill is quoted which formerly 
sold all its goods in Bombay but now sells from 40 to 50 per cent. 
of its production in upcountry markets direct. With the increased 
internal competition which will resu'lt if our proposals are accepted 
further progress in the direction of maintaining touch with consum
ing centres is essential if Bombay mills are to hold their present 
position. 

64. The Tariff Board in 1926-27 laid great stress upon the 
importance of, developing the export trade in cotton manufactures 

as a means of relieving the depression in 
Development of export Bombay, and as a first step to that end 

trade. 
recommended the appointment of Trade 

Commissioners in Basra and Mombasa and the despatch of a 
Mission to Survey the potentialities of other markets in Egypt and 
the Levant, Aden, Somaliland, South Africa and the Straits 
Settlements. In accordance with this recommendation the Indian 
Trade Mission made a survey of some of these countries in 1928. 
This Mission recommended the appointment of three Trade Com
missioIl!!!!! at Alexandria, Mombasa, and Durban. Financial 
considerations have so far prevented any appointment to these 
ports. It is observed even in the Trade Mission's Report that while 
the annua'l consumption in India of mill manufactured piecegoods 
is 3,800 million yards of which 1.800 million yards are imported 
from other countries, the imports into all the countries which they 
visited total only 1,100 million yards and the additional m~r~et 
for Indian goods was estimated at not .mor~ than 80. to 90 mIll~on 
yards. The primary need of the IndIan mdustry .IS t~ estabhsh 
its position more firmly in the nome market. It IS e~dent that 
so long as India is unable to prot.ect its. own ~ar~ets agam~t Japa
nese imports, she win ~a~e se~lOus dIfficulties. m extendmg her 
market abroad in competItlOn wIth Japan. It IS only throu~h r~
duction in costs resulting from increased output and economIes In 

production that the .Indian. industry can ultimately hope to re
capture any ,mhstantIal portIon of the export market. 
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The Management of the Industry. 

65. The managing agency system under which the cotton 
textile industry like other Indian industries is carried on has been 

Allegations regarding 
the working of the 
Managing Agency system. 

the subject of a great deal of criticism 
during the present enquiry. Several 
aspects of that system were brought under 
review in the course of the evidence sub

mitted by important witnesses. It is therefore necessary to 
examine in some detail the main features of the system and the 
extent to which the criticisms levelled against it, particularly with 
reference to the management of cotton mills, are justified. The 
efficiency with which an industry is maI.!!,ged is not merely a rere
'!aIlLJmUE. imporian~ lssue in enguiries into the que-sfiOnof 
g~antinK...PJ9tectiwh . When definite allegatIons are maaerega;rd
mg the management of an industry which applies for protection, 
it is necessary to examine whether the allegations are well founded 
and if 80 how far it .is possible to suggest remedies for the defects 
alleged. 

66. When the Tariff Board enquired into the cotton textile 
industry in 1926, several witnesses complained of the unsatisfactory 

working of the managing agency system. 
Summary of ~ews ex- The Board stated its conclusions on the sub-

pressed by prevIous Com-. . Ch t VI f't rt b t d'd t 
Dlittees of Enquiry. ]ect In ap er 0 1 S repo , u 1 no 

consider it necessary for its purpose to dis- . 
cuss the merits of the managing agency system as compared with 
other systems. It connned its attention to cr~ticisms dealing with 
specific aspects of the working of the system in the cotton texti[e 
industry. The managing agency system as such had previously 
been examined by the Indial!.lndustrial Commission who arrived 
at the conclusion that" Ui-e systemlg--ift many ways well adapted 
to present conditions in India and has a far greater list of successes 
to its credit than can be shown by ordinary company management .r 
under individual managing directors". The main criticism of 
managing agents to which the Industrial Commission gave expres
sion was that they showed undue conservatism by their reluctance 
¥embark on new ventures and their-teu<!encyJp.Aevelopcommerce 
rather than industries. This cJ'iticism was generally endorsed by 
the-<J'arif'f...1loard from its observation of the working of the system 
in the cotton industry. Since the Board reported, the system came 
under review in connection with the investigations of the Indian -( 77 ) 
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~~g~nqui~YQommittee. ~he Committee necessarily concen
ttated Its attentIon .on the ~nanClal aspects. of the managing agency. 
~yst~m. . On a detaI~~d rev~ew of the financIal arrangements prevail
mg m dIff·erent provlllces It came to the conclusion that" attempts 
should be made to make, industrial enterprises in India less 
dependent on this s;y:stem for future development". The minority 
r.eport of the CommIttee took a stronger view of the disadvantages 
of the system and expressed the opinion that it was " old fashioned 
and had outlived its utility" and that although " the weaker and 
less d~sirable-simr" of the system was ii:ornece~sarjlY~QfuriiversaI 
appiJic..atip:Q. .... iLcould not be denied that it was" inherent in the
s'y~~:..m.". The essential advantages and disadvanta-ges'of the
managmg agency system as compared with other systems of 
management raise much larger issues than can be considered in 
this enquiry. We shall deal only with those aspects of it regarding 
which specific criticisms have been· made and refer to the wider 
issue only in so far as it is essential for our immediate purpose. 

67. In discussing the system with reference to tbd criticism a 
direct.ell against it during the present enquiry, we think it desir-

. able at thE' outset to present a connected 
Mall~ features of the account of the main features of the system 

Managmg Agency system.. fA' . 1 fA" . as It appears rom rtlC es 0 ssoClatIon 
and agreements executed by Companies with managing agents in 
different parts of India. For the purpose of this survey we pro
pose to take Bombay, Ahmedabad and Calcutta as typical indus-· 
trial centres and base our findings on a comparison of the system 
as it obtains at these three centres. We have been supplied with 
copies of representative agreements and Articles of Association by 
several well-known managing agency houses. Those received 
from Bombay and Ahmedabad are concerned exclusively with the 
cotton mill industry while those from Calcutta represent a large 
variety of industries mostly other than the cotton industry. 

In Bombay and Calcutta a managing agency agreement is 
usually flxed for a specified initial period at the end of which 

. . the discontinuance of the agreement is 
(1) Period of lagreement. dependent OIl an extraordinary resolution 
of the company to that effect. The usual period in Bombay. is 
30 to 40 years while in Calcutta it is 10 to 20 years. The maJo
rity required for an extraordinary resolution is invariably three
fOl~rths in Calcutta while in Bombay it, is often as high as four
fifths and sometimes five-sixths, inciuding in some cases a provi. 
sion to the effect that a s-pecified minimum of paid up share cR-pitaI 
should be repre!'ented. In Ahmedabad witb hardly any exception, 
the agreements are· subject to no time limit ann are generally 
de!lcribE'd as being " permanent and non-changeable". 

The payment due t.o a managing agent in Bombay a~d Calcutta 
consists of an office allowance .fixed on a monthly basls at a rate 

which is somewhnt 11igher in Calcutta tllan 
(2) Payment of Agent.s. ill Bombay and aho of a commission 
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based gene~al~y on a certain percentage of the profit. The office 
allowance If!. Intended as a contribution by the constituent com
pany' t{)WRJds the expenses incurred on its beha1£ at theil' head 
office by the managing agents. While this is the declared inten~ 
tion in both places, it appears that in Bombay in several cases 
the office allowance exceeds aCtual out of pocket expenses and 
assumes partially the form of an additional remuneration to the 
managing agents. In Bombay invariably, and in Calcutta 
generally, the profit on which commission is calculated is taken 
to mean gross profit in the sense of profit before depreciation is 
set aside. In Ahmedabad there is no office allowance and the 
payment due to the managing agent consists entirely of a com
mission based ~n sales and in some cases' on production which may 
be fixed accordlllg to the option of the agent at a ccrtain percentage 
of the value or at a definite amount per unit. It is, however, 
generally laid down in Ahmedabad agreements that when in any 
particular year the company does not earn enough to pay a 
dividend of 6 per cent., the managing agent shall forego his 
commission up to a maximum of one-third. A similar condition 
sometimes occurs in Calcutta agreements also but no particular 

- percentage of the commission to be foregone in such cases is 
specified. Although there is general similarity in respect of the 
system of remuneration between Bombay and Calcutta, individual 
cases occur at both centres where the general practice described 
above is not observed. There are still, a few cases in Bombay 
where the commission is based on sales and in Calcutta too we 
havc observed in the case of a very well-known managing agency 
house that in several agreements commission is similarly base.d 
on sales. In the latter case, no office allowance, however, is 
charged. In one reRpect there is a marked difference between 
Bombay and Calcutta practic". In BombaV in many cases the 
commission due to the managing agent is subject to a prescribed 
minimum which ranges from Rs. 6,000 to as much as Rs. 1,20,000 
a YeaI· . We have come acrORS hardly any case iIi. Calcutta among 
those we have examined of an agreement which lays down a. 
minimum commission. 

It ;s an invariable feature of managing agency agreements at 
all the three centres that the managing agent is entitled to work 

.. s. for and contract with the company in 
(3) SubSIdIary ervtces. respect of various services such as purchase 
of materials, the sale of finished goods, the insurance of building, 
plant and stock, etc., and for these services he receives such addi
tional payment as may be arranged between the agent and the 
directors. 

In respect of the work of managing th'e business of the comp~ny 
and performing any other services to the company, the managlllg 
- . agent is subject to the control and super

(4) Control by Dtrectors. vision of the directors of the company. ~e 
d)lties and oblig-ations of the managing lI~nts are stated in...d.eta.il 
i!!...!~~~al power is ~~!.hfidirec~s~ 

'. '-.-
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In the case of some new companies at Ahmedabad, however, th~ 
relevant clause in the agreement is so worded as to have the effect 
of conferring the residual power on the managing agent. In some 
cases it is also laid down that where concurrent powers are vested 
under the agreement in both the directors and the managing agent, 
it is to be understood that the powers will be exercised by the 
managing agent. 

The managing agent in all cases has the right of nominating 

(5) N 
. t' f one or two or in some cases three persons 

omma lon 0 f . tm t h B d f d' Directors by Agents. or appom en on t e oar 0 nectors i 

of the company. 
If the business of the· company is transferred during the 

pendency of the agreement to another party, the managing agent 
I . has the right of continuing in office in 

(6) Agent's calm to spite of the chan!!'e of ownership. He is compensation. ~ 
entitled in case of refusal to claim com-

pensation. In Bombay when a company is wound up, the manag
ing agent 18 entitled to claim compensation according to the 
general practice on a scale equivalent to the commission earned 
by him during the previous five years, although we have heard 
.of individual cases in which a much higher rate of compensa
tion has been claimed. At Ahmedabad the general practice is 
to claim compensation at a rate ranging from five to seven times 
the average annual commission earned by the managing agent 
over a period of five to ten· years. We have noticed also in 
Ahmedabad that in some cases the managing agent is entitled 
to compensation if the ngenry is terminated by mutual agreement. 
We have come across no agreements in Calcutta containing a 
provision for the payment of compensation on the same lines as 
in Bombay and Ahmedabad. The nearest we have seen is one 
in which it is laid down that where the business of a company 
is trl\nsferred to another party and the managing agent's right 
to continue in office is not accepted, the latter may claim com
pensation at a rate to be fixed by an independent firm of Chartered 
Accountants. 

In Bombay and Ahmedabad the agreements generally provide 
that the managing agent may assign to a third party his interest 

or his duties under the agreement and for 
(7) Assignment of in· this assi!!'nment no specific sanction by the 

terests Bnd functions. ~ 
directors is required. It is only seldom in 

Bombay that provision for the assignment of duties as distinct 
from interest is to be found. We have come across a case of a 
Bombay agreement in which the managing agent may assign not 
merely his interest in the profit of the company but the agreement 
itself to a different party. This agreement is executed by one 
of the most important managing agency houses in Bombay. In 
Ahmedabad on the other hand it is not unusual in agreements to 
provide for the right of the managing agent to assign at his 
will Dot only his interest in earnings but also the whole agreement. 
A usual feature of the system in Ahmedabad is that the right 
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to the commission earned by the managing agent is divided among 
several persons holding fractional shares, these persons generally 
being those who helped the managing agent in the promotion and 
financing of the company in the early stages. The right of assign
ment of the managing agent's interest in payments due to him 
or of the obligations laid on him under his agreement with the 
company to some other person or association without the sanction 
of the company is as far as we are aware unknown on the Calcutta 
side although there are certain types of agreements in Calcutta 
in which the powers conferred on the managing agents appear t() 
be vested in their 'assigns ' as well as successors. 

68. In the preceding account we have attempted to bring out 
the main features of the system as it prevails in different parts of 

Agreements Dot Deees. India. This accoun~ is based on an analysis 
sariiy an !Ddication of of typical agency agreements and Articles 
actual working. of Association. 4J.t~ough it i.ll.....l!.fWaOle 
that in individual cases at each centre the account we have tried 
to present may beJo~~ncabhh.we be!ieve.on.tla whol~ 
that it correctly represents the .general features of the system as 
outlined in legal documimts:-··It-- is· now ever necessan __ to point 

-out that a description of the managing .agency system bas.§::Jin 
agreements and Articles of Association does not necessar:Q';y.S9ue
spond wi!~ .!he.syslei:?-. ~~:~~tJs-.fo'lmd in:~attr!!ito.ifand that 
U:iiles-sth~B. gn'e!!.._"~!f~~~J~~ed WI re erence tOitS 

'actualworking, the impressic)ll conveyeiClnay 'be mistealtJ.'trg. 
SmllMh~tpal critIcisms directed against tIle system itul'ing 
the present enquiry refer rather to its actual working than to its· 
technical features, it is to this aspect of the question that we desire 
mainly to devote our attention. In doing so, it is necessary first 
of all to refer to the functions performed by or attributed t(). 
managing agents in the industrial economy of India. 

69. The th~jef functions usually associated wit1!- the 
managing agency system are first, the pioneering of new indus-

F 
. f M . trial enterprises in the senSe of prospecting, 

unctlOns 0 anaglDg h t dl th . . f th 
Agents: (i) Pioneering. researc, e c.,. secon y. e pr.ovls~on 0 e 

finances !~qUlred for Illdustrles III respect 
of both ~xed and working capital and thirdly the day~e
me!!LoLindustrMls.- -As l"egards the first of. these_.fu..:ru:tlOns.-it is 
true that, leaving alone the great industrial enterprise!!.orga:Jlised D.r or-u-ildefthe auspices of the S~fe .In--India, nea~ly every 
importantInaian industry _h~f!.~een brought into-existence- by 
ine en!erprise of managing age.n.ta. The leading inanagiiilf"iikency 
~oiises .in India through whose efforts the development of these 
mdustrIes has been brought about have established and on the 
whole still maintain a tradition of healthy and cautious develop
ment ~f industries, .which is one of the m~st important influences 
fav~urmg the contmuance of the managIng agency system in 
IndIa. Not every managing agent in India can claim the ability 
prUd?DCe or resources of the great business houses by whom th~ 
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~ysteD;t was founde~, but every ~g'ent, whatever his capacity for 
f~lfilhng th~. functIOns of managlng agents, benefits by the tradi
tIon and to, a ~arge exten.t owes. his existence ~o it. Taking the 
o()ott~n textIle U?-dustry WIt~ whleh we. are pnmarily concerned, 
t~e .I~dustry has been sufficIently long In the field and its poten
tIalItIes such as they are have Leen sufficiently evident for new 

./ mill companies' not to require any longer the services of a special 
agency for the work of pioneering and initial development. The 
first of the three functions attrIbuted to managing agents has 
therefore little application under present conditions to the cotton 
textile industry. 'lith the exception of some of the more pro
minent managing agency houses few of the existing managing 
agents of cotton mills in India can claim cr"dit for having 
pioneered or assisted in the initial development of the cotton 
industry. It is therefqre- to the other functions of the managing 
agency system that we must look for its justification in the cotton 
mill hldustry and with reference to which its actual working should 
be judged. 

70. The provision of tUE' finances required by the iuul!.-tr,v ill 
TeSpE'ct of both fixed and working capital is the principal service 

.. F' which is claimed for the managing agency 
(II) mance, system in regard to the cotton mill industry. 

Under existing circuDlstances it cannot be d~nied th~t the cla}m 
is in the main justified. The report of the IndIan Bankmg Enqu~ry 
Committ .. e contains a statement of the various sources from ,,;lnch 
the capital held by cotton mill companies in Bombay and Ahmeda
bad is drawn and the proportion of the total capltal reprE'sentetl 
by each source. 

'l'ADLE LIV. 

Bombay Abmedabad 
(Figures for 64 milb). (Figures for 56 mills). 

--
Rs. (in Per cent. of Re. (in Per cent. of 
lakha). total. lakha). total. 

Loan by Managing Agents 532 21 264 2-' 

Loan by Banks 226 9 42 • 
Public Deposits 273 11 4026 39 

Share Capital 1,21-' 49 340 32 

Debentures issued. 238- 10 8 1 ---- ----
100 100 ---- ---'-

-Made up of-
46 from Mannging Agents. 
53 from Banks. 

139 from the Public. 

, . 
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The amount directly loaned by managing agents forms a substan
tial proportion of the total capital both in Bombay and in Ahmeda
bad. Loans by banks are almost invariably secured on the signa
tures of managing agents. The practice of requiring two signatures 
for loans advanced by banks is so general that on this account 
alone the services of a managing agent are rendered essential to 
industrial companies. Public deposits which form so large a pro
portion of the total capital at Ahm.edahad de~nd for tJ:t~ir induce
ment partly on the earning capacity of the company and-partly 
also on the standing and reputation of the managing agent. As 
regards share capital,' in lneearly !ltages at any rate, the extent' 
to wh~ch it'is ;~~iJ.-up depends a greatlt~to1lth"TeI>utation h~ld 
by the managmg agellrana1he personal lllfiuence exerted by hIm 
on prospective investors. Moreover, a considerable part of the 
shar!! capital, in several cases t1J,~. greate~art of it, is held by 
the lXlanl\ging agent himself. It will rieseen, tnerelore,that taking 
conditions as they are, in the great majority of cases the managing 
agent plays so important a part and holds so large a stake in the 
provision of finance that his presence must be regarded as indis
pensab~ to the industry. 

7L It may be argued that the conditions which render the 
managing agent indispensable for the financing of the industry 

Replacement of Manag- will lose their impor~ance if the. banking 
;ng Agents in respect of system of the country IS so reorgamsed as to 
finance. meet more adequately the financial require
ments of industries or the cotton industry is granted sufficient 
protection by the State so that investmp;t in it will be more 
attractive than it has been in the past. Both-these are for the 
present hypothetical conditions and thei assible re-action on the 
usefulness of the managing agency system it is impossible to fore
cast. It has been suggested that if before a new company is 
allowed to be started, it is laid down as an obligatory condition 
that 1& reasonable proportion of capital against' working expenses 
should be provided in the form of subscribed capital, the services 
of a managing agent wlll become of much less importance to a 
company. This is undoubtedly so. But the proposition assumes 
either that the necessary proportion of working capital in addition 
to fixed capital can ordinarily be provided by means of share capital 
or that it is better to restrict industrial development than to permit 
the formation of more companies on t11e present lines. Neither of 
these assumptions can be accepted as valid under present conditions. 
In our experience of Indian industries. we have seldom, come across 
a rase il!yhtch lIufficient funds fo~worEiig'as;;en as fixed capital 
have been found. in the form of paid up share caPital, even_where a 
firm is started under the auspices of a reputea-managing agent. 

-72.-A, more valid objection -;'equirin'g" carefiir-con~ideration iR 
that the financial methods of managing agents in the cotton textile 

Financing capital ex- industry are essentially unsound, that if they 
penditore by short term provide finance, they provide it on wrong 
funds. lines. The principal element of unsound. 

D 
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ness in the system, in the opinion of those who criticis& 
it, consists in the fact that the proportion of short term 
funds in the total capitalisation of the companies renders 
their finance exceedingly unstable. There can be no doubt 
that under normal conditions the financing of fixed capital 
expenditure by means of short term loans renders the finan
cial position of a company precarious. We ha.ve shown in a 
previous paragraph the proportions in which various forms of 
capital are held by cotton mill companies in Bombay and Ahmeda
bad. It will be seen from these figurel! that the criticism applies 
particularly to the finances of mill companies in Ahmedabad. We 
estima~e that on a reasonable computation of the fixed capital 
required by a mill of normal SIze and capacity, the proportion of 
share capital and debentures as indicated by thesl~ figures to the 
total fixed capital (as distinct from working capital) in a Bombay 
mill is about 80 per cent. Oli. the other hand the proportion in 
an Ahmedabad mill is generally less than 50 per ctlnt.· The bulk 
of the fixed capital in an Ahmedabad mill is supplied in the form 
of deposits. It is to this aspect of the finances of a cotton mill 
that the criticism to which we have referred seems to apply with 
particular force. It must be remembered, however, in the case of 
Ahmedabad mills that although the deposits received by a mill 
company are generally for 1\ period of a year, there has been little 
difficulty hitherto in getting the deposits renewed as often as the 
companies may require. In practice Ahmedabad mills have seldom 
experienced any difficulty during the past 30 or 40 years owing 
to the bulk of their fixed capital being composed of deposits. This 

./'Circumstance is to be attributell to the tradition of prudent and 
clneful management which the managing agents in Ahmedabad 
have built up and have succeeded in maintaining. Although' 

vtheoretically the system is from a financial point of view unsound, 
it seems to have effectively stood the test of experience up till 
now. The evils of the system will not be apparent so long as the 
management is in careful and competent hands und is able to 
show successful results. But onee· this condition ceases to apply, 
the svstpm will inevitably break down. Where the management 
does not inspire general confidence, it may_ become necessary to 
offer special inducements to depositors such as. a buy~g: or selling 
agency for the company to merchants who are m a pOSItIon to help 
tlie company with deposits. The offer of an interest of this kind 
to a depositor is apt to re-act on the efficient working of the company 
and render its position worse. Like many other aspects of the 
managing agency system the success of its financial arrangements 
depends largely on the personal factor .. Unless this is borne in 
mind no judgmpnt regarding the managmg agency system can be 
other than misleading. 

73. Another feature of (the system of finance associated with' 
managing agents of cotton mills to which our attention has been 

* This statement refers to the finances of new mills and does not tak& 
into account the reserves _ in old established mills. 
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drawn, is the practice of inter-investment of funds among concerns 
, under the same management. Surplus funds, 

Inter-lOvestment ,of or funds raised on the cr .. dit of une com-
foods among rompaDles ..'_ 
nnder the AllIe agent. pany may be lDvested mother compames 
. under the same managing agent. Debentures 
Issued by one company may be subscribed to entirely or mainly by 
other c~mpanies in the same group or in which the managing agent 
has an Interest. Practices of this kind have occurred in individual 
cases in recent years. The result of such a practice is that althouO'h 
the financial position of an individual cODlpany may be stro:g, 
the co~pany and its shareho~ders are oft~n deprived of its benefit 
by bemg called upon to aSSIst weaker SIster concerns which are 
managed by the same managing agent. The Tariff Board in 
1926-27 referring to this practice stated that only one instance of 
this character came to its notice although where it occurred the 
criticism in its opinion was justified. The practice is not so rare 
as the Tariff Board supposed. The difficulties of cotton mills 
during recent years have been eo great that a larger number 01 
individual managing agents than would appear from the statement 
of the Tariff Board in 1926-27 have been compelled to adopt this 
questionable method of finance. There is in our opinion little 
justification for a practice of this kind. Not merely does it involve 
serious unfairness to shareholders in the concerns whose funds are 
thu!! transferred but the practice often tends to the perpetuation 
of thorou~hly insolvent concerns which it would be to the interest 
of managlDg agents and of the industry as a whole to have closed 
down. 

74. It is generally found that the managing agent besides 
supplying short term funds to the company is interested substan

, tiaIly in the snare capital of the company. 
Interest, of Agents 10 The extent to which the companv's share 

ahare capItal. _ " 
capItal may be held by the managmg agent 

consistently with the interest of the company is a question which 
has been frequently raised before us but to which it is impossibl~ 
to give a categorical answer. The proportion of the total share 
capital held by Ahmedabad agents is generally 40 to 50 per cent. 
and appears to be conl1iderably higher than in Bombay_ In esti
matin/;\, the true value of these figures, it is necessary to remember 
that smce the proportion of share capital in the total finances of 
Ahmedabad companies is much lower than in Bombay, a higher 
proportion may often mean a smaller amount of capital: It is 
oifficult on the figureR to come to any conclusion regardlDg the 
relative extent of share capital held by Bombay and by Ahmedaban 
agents. In answering the general question raise~ in this para
graph, two considerations' may be urged. First, the larger the 

. holding of a managing agent in the share capital of the company, 
the closer the identity of his interests with those of the company. 
On the other hand, where the bulk of the capital is held by the 
mana~ng. agen~, t~e resl: of the shareholders are left with hardly 
any enectl ve VOIce lD' the management of the company the control 

D 2 
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of which remains entirely with the managing agent. The dilemma 
~lll~S ~reseD~ed is not eas) of solution. Where the management. 
IS III llleffiClent hands, the preponderant holding of a managing 
agent may prove disastrous to the company since the only cure 
for the inefficiency of a managing agent is more watchful and 
effective control on the part of shareholders. On the other hand~ 
where the managing agent represents a high standard of ability 
and sens~ of responsibility, it may make little difference to the 
company to what extent the managing agent is interested in the 
share capital of the company. The better class of managing agent 
both in textile mills and in other concerns works partly for the 
remuneration which is fixed for him under his agreement but 
partly also out of regard for his reput.ation and out of a sense of 

vpride ill the tradition of management associated with his concerns. 
This is another of those aspects of the managing a~ency system in 
which the personal element exerts a determining lllfiuence on its 
working. 

75. 'Ve now proceed to consider the third function associated 
with t.he managing agency system, namely, the day to day manage-

(iii) Management of n:ent of the i!ldustry. Most of the criticisms 
I.ndustry-subsidiary ser- dIrected agamst the system refer to the 
ViCes. manner in which the current management 
of cotton mills is carried on. The principal aspect of the current 
management of mills which has come under cr~ticism is the way 
in which managing agents have discharged their obligations in 
respect of various subsidiary services undertaken by them. We have 
pointed out in paragraph 67 that it is an invariable feature of the 
managing agency system that the a.gent may contract for the per
formance on behalf of the company of such services as the purchase 
of materials and machinery, the sale of finislled goods, the insurance 
of fixed and liquid assets, etc. We have come across no managing 
agency agreement in any industry in India in which the managing 
agent is not vested with the right to undertake these services on 
behalf of the company. It has been objected that provision for 
t~e mana.ging agent to render these services to the company creates 
a conflict of interest between the company and the agent which in 
practice may result in the interests of the company" being sub
ordinated to those of the agent. Th~ abuses of the system to 
which our attention has been called largely arise from the fact 
that the mana~ing agent in such cases has a financial interest in 
the supply, sales or insurance agency as the case may be. We 
have come across individual cases in which such interests are held 
by managing agents. It has not h~we,:er been possible ;for. us 
to ascertain to wllat extent the finanCIal lllterest of the managmg 
agents in such cases has adversely affected the interests of the 
companies concerned. An investigation of the measure of loss 
sustained by individual companies in cases of this kind would 
involve a more. detailed and prolonged enquiry than the time at 
our disposal and the nature of the issues referred to us would 
justify. It is however a legitimate inference that a situation in 
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which a managing agent is financially interested in services per
formed by him for his company is one which may lead to serious 
abuse. The abuse may occur in various directions. In purchases 
of materials, stores and machinery, it may take the form of pur
chases at unseasonable times, in excessive quantities and witliout 
due regard to quality, suitability and comparative cost. In sales 
of finished goods, where the selling agent is required to guarantee 
the mill against losses on outstandings, it may lead to slackness 
in enforcing the obligation of the selling agent and consequent 
aecumulation of outstandings. In respect of. insurance, it may 
prevent the mill from taking advantage of the low rates of premia 
which may prevail at times of intense competition among in sur
anpe companies and in cases where the managing agent is inter
ested in a foreign insurance company, it may prevent the mill 
company from supporting Indian enterprise if it wishes to. The 
correct practice in all these cases is for the managing agent to 
obtain for his company the most economical service consistently 
with qualitY' and efficiency. The benefit of any discount, rebate 
or commissIOn which the managing agent may receive on account 
of purchases, sales or insurance on behalf of the company properly 
bl'longs to the company and should be credited to its accounts 
except to the extent of the out-of-pocket expenses which may be 
incurred hy the managing agent in performing these services, or 
unless, as has been stated, the transfer of the payment to the 
company, as in the case of insurance companies, is definitely 
forbidden. To accept such payments as an additional form of remu
neration for the managing agent is in our opinion unjustifiable 
and is in fact regarded so by the better class of managing agent: 
It is not denied that in the hands of a good managing agent the 
system under which the agent is empowered to make purchases 
and sales or to effect insurance for all the concerns under his 
management without being financially interested, directly or in
directly, in the agencies through which such services are rendered 
ruay result in substantial economies to the companies. Such a 
system in fact is potentially calculated to achieve man¥ of ~he 
advantages of co-operation and we know of several cases 1n whICh 
the activities of agents in this direction have been of considerable 
assistance to the companies. 

76. Another aspect of tIle system of management which has 
been cl'iticised is the method by which managing agents are remu

nerated for their services. We have already 
Agents' Commission. referred to the methods of remuneration 

which prevail in different parts of India. We generally endorse 
the views expressed on this subject by the Tariff Board in 1926··27 
at page 87 of its report and agree with it in considering that 
payment by commission on profits is the most satisfactory method 
of remuneration. Taking managing agents in India as a whole 
we believe that the prevailing practice as weIr as opinion among 
them favours this syaltem of payment except in cases where a 
specialised (Oall's service is required or where the maintenaJlce of 
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output hap~ens ~ be a factor of. primary importance. Neither 
of these consIderatIOns however apphes to the cotton textile industry 
A point in this connection which has been debated before us ~ 
great deal is whether the profit on which commission is calculated 
should properly include depreciation or not. We believe that 
the general practice both in Bombay and in Calcutta is to calculate 
the commission' on profit before depreciation is set aside the rate 
of commission generally ranging from 10 per cent. to 15' per cent. 
The ideal practice is to regard profit strictly as nett profit and 
to estimate the managing agents' remuneration with reference to 
it. We have heard only of one managing agency house in India 
which has adopted this practice in the bulk of its agreements. It 
would be more in harmony with the true nature of depreciation 
as a charge on production to exclude it from profit before the 
latter is divided between the managing agent and the shareholders. 
The point, however, does not appear to us to be of any great 
practical significance since it is generally admitted that if profit 
were taken to mean nett profit, it would be reasonable to allow the 
managing agent a higher rate of commission than is allowed imder 
existing agreements. 

77. A more controversial point in connection with methods of 
payment is that of office allowance. From our description of the 

system in paragraph 67 it will be seen that 
Office allowance. office allowance as a separate item of pay-

ment does not generally occur where the remuneration of the manag
ing agent is based entirely on sales or production. It occurs mostly 
where the l'emuneration is calculated as a commission on profit. 
The contention that office allowance should be regarded as the 
phrase implies as an allowance towards expenses incurred in main
taining the office and not as a form of remuneration is entirely 
correct. We have known of instances where the office allowance is 
regarded as an additional remuneration for the managing agent 
while all expenses in connection with the head office are separately 
dp.bited to the company. The correct conception of ' office allow
ance ' is that it " is usually meant to cover head office accommoda
tion, rent and taxes thereon, lighting, fans, Managing Agents' 
p'fltablishment (clerical), share of services of despatch, enquiry and 
(,3sh departments in several instances, part time services of a senior 
Accountant and the Secretariat staff, and in several cases also all 
postages, stationery, telegrams and menial staff. Office allowance 
accordingly is a recovery by the Managing Agents of their esti
mated out-of-pocket expenditure on behalf of the Companx-"· 
'This definition represents the best practice regarding office allow
ance and should, we think. be observed in every case. The idea 
which prevails among some. managing agents that the office .a!low
ance O()r some portion of It may be regarded as an addltIonal 
remuneration for the agent is to be deprecated . 

• Extract from a valuable memorandum submitted by Messrs. Martin and 
Company, Calcutta, through tlleir representative, Mr. K. C. Mahendra. 
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78. It has been mentioned as a weak point in the system of 
management particularly in Bombay that a managing agent is often 

S 1 
. in charge of more mills than he can effec-

evera compaDles t' I tid . tl bl t under the aame Agent. lye y con. ro an l~ consequen y. una e 0 
gIve sufficIent attentIon to tIie detalls of man

agement. Several witnesses have pointed out the contrast in this 
respect between Bombay and Ahmedabad. In Ahmedabad the 
number of mills under a single managing agent is as a rule fewer 
than in Bombay and the agent is generally in closer pertlonal touch 
with the affairs of his mill. We agree with the observation of the 
Tariff Board in 1926-27 that in: this characteristic of Ahmedabad 
if> to be found one reason why that centre has fared so much better 
than Bombay. It is, however, hardly reasonable to blame the 
managing agenllY system for this result since in both centres the 
same system is in operation. The question raises a point which is 
altogether independent of the managing agency system and may 
arise under any system of management. We are aware of the 
danger of dogmatising on a matter of this kind, but from all that 
we have heard and observed in the course of this enquiry, we can 
not help thinking that in the circumstances of the cotton textile 
industry in India at'present better results are likely to be attained 
by economies resulting from close personal attention than from 
large scale production or management. The latter requires for its 
successful working and for the realisation of its potential economies 
either a very high level of organising ability and driving force 
anIong those in ultimate control or an equally high level of 
reliability and intelligence among the rank and file. These condi
tions are not easily satisfied and where they fail, large scale opera
tions instead of resulting in- economies lead to further waste. It 
is partly for this reason that we have found ourselves unable to 
recommend the adoption of a scheme of amalgamation such as was 
attempted in Bombay. The personnel required fOF such a scheme 
will not be readily forthcoming and there is further the danger 
inherent in most merger schemes of excessive capitalisation. More
oYer, the exceedingly heterogenous character of the demand for 
cotton piecegoods in India will render specialisation, which is one 
of the chief objects of amalgamation, difficult of achievement on 
any considerable scale. We believe that the economies which may 
be derived from intensive personal control and watchfulness on the 
part of managing agents have not by any means been fully exploited 
and that it is in this· direction that Indian mills particularly in 
Bombay should turn their attenHon in the immudiate future. The 
greater part of the individual irregularities which have been, 
brought to our notice have apparently occurred in mills which are 
included in large groups. This is a significant fact and conveys its 
Own warning. 

79. We have pointed out that it is a feature of managing agency 
agreements that the agent can generally assign his interest in his 

earnings and in some cases the agreement 
Assignments by Agsnts- itself without the specific sanction of the 

dirertors or the company. Although the 
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provision in the former form occurs in most agreements in Bombay 
and Ahmeda~ad, we helieve thll;t it is only occasionally that the 
pl'OVI~lon. has been actually avaIled of. We have referred to the 
practIce m Ahmedabad of the right of the managing agent to the 
commission due to him being divided between the agent and other 
persons who helped him in the promotion and £nancing of the 
company. Where the existence of the ri~hts of other persons 
besides the managing agent to the commiSSIOn was known to the 
shareholders at the time of the formation of the company, no 
objection could be reasonably raised against it. Where such rights 
are transferred subsequently to the formation of the company it 
seems to us but fair to shareholders that their approval should be 
obtained. A right to share in the commission does not necessarily 
imply any right to interfere in the management of the company, 
but in practice we believe it will be difficult especially if the com
pany is faced with bad times, to resist the interference of outsiders 
interested in the earnings of the managing agent. As regards the 
right conferred on the managing agent in certain cases to transfer 

. the agreement itself, there can be no doubt that the exercise of such 
a right without the consent of the company is totally against the 
public interest. We are not aware of any case in the cotton mill 
industry in which such a right has been actually exercised. But 
we think that the very existence of such a right in agreements 
s.bould be condemned. We are also of the opinion that the pro
vision for the grant of compensation to the managing agent in case 
of the company being wound up has little justification at least in 
the case of cotton textile mills. The principal ground on which in 
our opinion a provision of this kind may be justified is that the 
expenses or losses incurred by the managing agent in connection 
with preliminary investigations and research in the pioneering stage 
of an industry should be made good to him at least partially if the 
company is wound up. But no question of pioneering in this sense 
can arise in the case of the cotton textile industry, in which the 
service performed by a managing agen~ in th.e early s.tages is that of 
promoting the company rather than pIOneermg the mdustry. The 
expenses and risk incurred in promoting a company do not at any 
rate warrant so large a scale of compensation as is provided ill 
certain agreements we have examined. 

80. We have indicated in our discussion of those aspects of the 
mannging agency system to which objection has been taken that 

. the personal factor is of cardinal importance. 
Volu~tary actIOn for The mere fact that ob]· ectionable features are preventIOn of abuses. • . • 

. present m an agreement IS not by any means 
a llecessary indication that the system operates badly in that case: 
Agreements are often drafted by lawyers who by nature are tempted 
to make extravagant provision for the safety of their clients in 
legal documents. We have throug'hout this discussion refrained 
from mentioning names of individual managing agents. But since 
it has been necessary to refer to the existence, if not to the names, 
of individual managing agents whose practices in matters' affecting 
their companies deserve serious condemnation" it is but fair to 
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managing agents as a class to point out that equally on the other 
side there are agents who in spite of unparalleled difficulties an51 
temptations have maintained the highest standards of business .Tech
tude and probity. It is to the extent that opportunities can be 
provided for the influence of the better class of maD.aging agent to 
make itself felt throughout the industry that the situation can be 
most effectively remedied. The Millowners' Associations can do a 
great deal by creating a strong public opinion among those engaged 
in the industry to counter the unhealthy practices to which we 
have drawn attention. The public criticism which has been 
directed against the abuses of the managing agency system among 
the investing public by the Bombay Shareholders' Association will 
also a8si~t in the same direction. We believe that the activities of 
the Association have been of considerable public advantage inas
much as they have stimulated among investors a keen conscious
ness of their right!! as against managing agents. Increased co
operation between managing agents and organised bodies represent
iIlg the interests of shareholders will be a valuable means of check
ing abuses and of inspring confidence among investors. 

81. Although we believe that in the last resort the most effective 
means of checking the abuseR of the managing agency system is 

. , organised voluntary action on the part 'of 
LegIslatIve measures. those who are concerned with it, it is neces-

sary that it should be supported to such extent as may be possible 
by legislative action. The unduly long periods for which in many 
rases managing agents are entitled to hold office unconditionally 
may render them for practical purposes free of control. It is true 
that the managing agent in the discharge of his duties is subject, 
to the eontrol and supervision of the directors, but a control which· 
lacks the sanction of removal from office in case of serious incom
petence or misbehaviour is likely to be ineffective. The close sense 
of personal identity between the managing agent and his company 
whIch still actuates the best type of agent is disappearing and 'unless 
an effective system of external control takes its place, it is conceiv
able that abuses may multiply and the interests of investors may 
suffer. The sense of personal identity to which we have referred' 
i9 part~y a survival of the family.tradition associated with many 
managmg agency firms and partly also the result of the substantial 
extent to which the managing agent is generally interested in the 
assets of the company. But the family tradition is not so strong 
or so widespread as it once was, while the holdings of managing 
agents in their companies have in many cases diminished. Mean
while the rights and obligations which attach to the managing 
agent under agreements fixed for long periods still persist. It is not 
a sufficient answer to this criticism that shareholders have the right 
of appointing the directors. Allowing for the number of director.:; 
Dominated by managing agents and of special and debenture direc
tors and also for the fact that only a limited number of vacancies 
occur. each .yea.r, th~ e:sten~ to which. the 8har~hol?er can actually 
eXE:CIse thIS rIght IS restrIcted, partIcularly In vIew of the short 
period generally allowed for nominations to vacancies in the 
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Directorate. We do not suggest that aU directorships should be 
thrown open' for election at the same time or that due provision 
should not be made for continuity of policy and management. 
Restrictions in matters of this kind are eyen of greater importance 
in business than in public administration. What we _ do suggest 
is that the necessity for restrictions of this kind deprives the con
tention that the shareholder can exercise sufficient influence over 
the management through the directorate of a good deal of its force. 
The managing ag-ent as such appears to find no place in the Indian 
Company Law. It is obvious at the same time that he fills a very 
large place in the industrial system of the country. Voluntary 
restraints and standards of conduct among managing agents which 
did duty for statutory control are giving way. These circumstances 
clearly point to the necessity for bringing the system of managing 
agency under scrutiny with ,a view to such amendment of the 
Company Law as may be required. 

82. We have explained that the most important service rendered 
by managing agents under present conditions is the supply of 

finance to industries. In examining what 
. Earll .e~q~iry rega!d- changes may be required in the Company 
lDg .e!ISlatlve action Law so as to bring the managing agency 
sugge~te • system under better control, the essential 
connection between that system and the conditions of industrial 
finance in the country should be kept in view. An extensive survey 
of the problem of industrial finance in India is contained in the 
Report of the Indian Central Banking Enquiry Committee which, 
we understand, is under consideration by -the Government. It will 
therefore be a convenient procedure if the materials required for 
ascertaining what changes may be necessary in this regard in the 
law relating to company management are placed before the Govern
ment at the same time. We consider that a Committee representa
tive of the various interests concerned should be appointed as early 
as possible to enquire into the necessity for amending the Company 
Law in this regard. We recognise that a good deal of preliminary 
investigation will be required before final decisions are arrived at. 
Whatever view may be taken regarding the advisability of amend
ing the law while the constitutional question is pending, we think 
that it is important that the necessary preliminary investigation 
should be taken in hand as soon as possible. The State has an 
inherent duty in every country to safeguard the interests of investors 
and this duty is rendered more imperative wherever a policy of 
protection is in force. Unless reasonable steps are taken to ensure 
that the investor shares the benefits of protection, the progress of 
industries which is bound up with the confidence felt by the investor 
will be necessarily hampered. We therefore think that there should 
be no avoidable delay in instituting the enquiry we have proposed. 

83. We desire in conclusionio state that in estimating the costs 
oi the industry for the purpose of determining the measure of pro

. tection we have excluded from consideration 
'Dutios. not ha~e". on the costs of individual mills regardng which 

co~t.s of lll-managed mills. 'fi' I" h b 11 d It speC! c uregu antIes ave een a ege . 
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ill necessary to make this clear since it may be supposed that the 
duties we have estimated represent at least partially the higher level 
of costs prevailing in such mills. We have, as pointed out in 
Chapter V, based our estimates of costs and our conclusions regard
ing the measure of protection on the figures of mills representing 
a reasonable standard of efficiency. Even in these cases we have 
!Lade substantial allowance for all such economies as in our opinion 
may be regarded as immediately possible. No rart of the indivi
dual irregularities to which we have referred In this Chapter is 
included in the burden which our proposals may place on the 
country. Nor do such irregularities represent the normal condi
tions now prevailing in the industry. In the majority/of the mills 
whose costs we have examined and which may he regarded as repre
senting a normal standard of efficiency, it cannot be said that the 
e1penditure incurred under those items of cost such as insurance 
charges, office expenses and supervision which directly reflect the 
efficiency of the managing agent are unreasonable as compared with 
similar expenses in the cotton textile industry in other countries. 
The proportion borne by the funds held in stocks of materials and 
finished goods, stores and outstandings to the total works expendi
tu re in these mills is in fact lower th;m we have observed in most 
other industries which have been investigated by the Board. Our 
reason for calling attention to the individual irregularities noticed 
by us is that unless timely steps are taken, the evil may spread and 
the objects of protection be defeated. When protection IS granted 
to an 'important national industry, it is essential that every pre
('Sl1tion should be taken to ensure its successful working. 
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The Extent of Assistance 'required. 
84, Tn Chapter VIII of the Report of the Indian Tariff Board 

in 1926-27 is contained a statement of the costs of produ~tion of 
the Indian cotton textile industry at 

90sts based on those of Bombay Ahmedabad and other upcountry 
mills of reasonable effi, '. . 
ciency. centres. It IS explaIned that the figures of 

, costs obtained from Bombay and Ahmedabad 
. " may be regarded as representative as special care was taken to 
select mills of varying degrees of efficiency" and also that "the 
upcountry average is not so satisfactory from this point of view as 
the ~verage efficiency of the mills which returned our forms must 
be considered high". Since the main objert of the 'furiff Board 
in 1926-27 was to present a general picture of the conditions of the 
cotton textile industry it was regarded rightly that a statement of 
costs compiled on this' basis would be sufficient for its purpose. 
Our object in this enquiry ~ primarily to determine the measure 
of protection required by the industry and not merely to indicate 
the general level of efficiency attained by Indian mills. The assist
.ance required by the industry in 1926 was estimated entirely with 
reference to the disability arising from inferior laboll1' conditions 
in J apan.The meas,ure of this disability was calculated by the 
Board on the ballis of the costs of production in a mill of " average 
efficiency" in Bombay. While as a means of determining the 
assistance required against one particular form of unfair competi
tion, this method of calculation may be considered adequate, it 
would be entirely inadequate as a metllOd of determining the 
measure of substantive protection required by the industry. 
Neither an average of the costs of several mills of varying efficiency 
nor the costs of a single mill of average efficiency would afford a 
suitable basis for this purpose. The costs on which the measure of 

, protection is based must be those of mills representing not an aver
, age but a reasonable standard of efficiency, and the mills selected 
. for the purpose must be sufficiently representative within the limits 
: indicated by such a standard. 

85. It is necessary to emphasise at the outset tha,t i~ an industry 
represented by over 300 different units situated in difi'erent localities 

. .'. . and working under wi<1ely varying condi-
Difficulty m arrlvmg tions it is impossible to arrive with any 

at standard costs. ' J! • degree Or accuracy at an estlmatp. of standard 
COStR. The equipment of mills necessarily shows a vast range of 
variation both in the character of the machinery employed and in 
capacity and actual output. 'I'hey alflo differ greatly in the stand
ard of' efficiency attained in the various processes. Further the 
classes of goods produced represent an enormous degree of variation 

( g, ) 
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in respect of dimensions, texture, design, finish and qua~ity. These 
difheuh.ies which are inherent in the conditions of the mdustry are 
greatly accentuated by the differences in the systems of costing 
followed by mills and in many cases by the absence of any Byst~m 
of costing at all. Mr. Arno Pearse in his report on the Indlan 
cotton industry mentions the fact that " few cotton spinners and 
manufacturers can swear to the exactness of their cost calculations" 
and this is in t.he main borne out by our experience. Again the 
distances of mills from the centrell of cotton cultivation and from' 
the coal fields, the varying rates of wages and conditions of labour 
in different parts of the country, the differences in climatic condi
tions, the marked divergences as regards the character and acces
sibility of the principal markets and other differences arising from 
the local environment of the industry militate still further against 
any assumption of uniformity in the conditions of the Indian cotton 
industry. The task of restricting the field of investigation to man
ageable proportions and at the same time of making it sufficiently 
representative has been one of extraordinary difficulty. 

86. The method adopted by us in estimating the costs of the 
industry for the purpose of determining the measure of protection 

.. may be explained as follows. As part of 
Method o! enqull"y IDto our questionnaire we issued two forms for 

costs explalDed. h b I· f h . h I t e ta u atIon 0 costs, one s owmg t e tota 
annual works expenditure of each mill during the past five years 
and the other showing the works cost at each mill during thE.' same 
period p~r unit of each typical kind of cloth. It was explained 
that the term" works cost" was meant to exclude the cost of raw 
(lotton and also such charges as depreciation, commission of manag
ing agents and interest on working capital. Income and super taxes 
were also to be excluded. The statement showing the total works 
expenditure over a period of five years was required in order to 
ascertain the progress made by the mill in respect of its production 
as a whole. The average cost per unit of the whole output, makine 
a),1owance for changes in the produ~tion of fineT counts, would offer 
a general indication of the progress made by the mill during the 
period. Making allowance again for the same factor, the variation 
irom year to year in the total expenditure under each head in 
relation to the variation in the total output would explain the 
particular directions in which progress was attained. Under such 
items 8S repairs and maintenance, super'lision and office establish
ment, insurance, rent, rates and taxes and selliIig expenses, the 
statement of total expenditurE.' would give a clear indication apart 
from any changes in the quality of the output of the reduclions or 
economies which have been found p,)ssible. An examination of the 
statement of total expenditure during the past five years would 
thus help in arriving at a suitable selection of mills on whose costs 
an estimate of the measure of protection might be based. The state
ment of the works cost per unit of each typical kind of cloth would 
()ffer the material by which the rate of protective duty applicable 
to each class of cloth might be determined. The cost of raw cotton 
was excluded for the obvious reason that it varied from time to time. 
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Since market prices of yarn and cloth varied correspondingly the 
cost. of ;:aw cotton to be included in the price estimated for the 
IndIan Industry should be taken at the ratefl corresponding to the 
market prices ,of cloth at given dates. The prices of cotton we 
have taken are not however the standard market quotations but 
those actually paid by the mills for delivery in the mill at periods 
corresponding to the prices of cloth. Since mixings vary from mill 
to mill as well as conditions of forward purchase,' etc., and since 
other charges such as brokera,ge, transport to mills, cotton cess, 
town duty, etc., have to be added we have decided to base our 
figures on the average costs of the mills whose figures have appeared 
to us reasonable. Depreciation, commission of managing agents 
and interest on working capital were excluded from the forms cir
culated by us, since the amounts actuany disbursed by particular 
mills under these heads would depend so largely on the conditions 
of efl.ch mill that no use could be made of them for the determina
tion of a standard cost. It was' therefore thought desirable that 
the Board should use its own judgment on an examination of the 
conditions of the industry as a whole, as regards the allowance 
which should be made normally under each of these items of cost. 

87. It will be noticed that the statement regarding the works 
cost per unit of each class of cloth would involve a somewhat 

. arbitrary allocation of the total expenditure 
AlloclI:tlO~ ~f total costs among individual classes of cloth Since 

among indiVidual classes . 
of goods. the rates of duty would be to a large extent 

. determined by the works cost of each class 
of cloth, it is important to explain the method I)f allocation Jol
lowed by the mills on whose costs our proposals have been based. 
The total works expenditure incurred by a mill is first divided into 
two groups-spinning and weaving. Spinning includes all the 
expenses incurred by the mill from the mixing point up to the ring 
frame, and weaving includes the expenses from the winding stage 
up to the grey finishing stage. Dyeing and bleaching charges are 
entered separately. These departments where they exist in con
nection with a mill are treated separately for costing purposes, and 
where dyeing and bleaching are done outside the mill, the expenses 
debited are those actually charged. The spinning expenses are 
then divided among the total number of spindles actually at work 
(i.e., excluding the spindles idle during the period) multiplied by 
the number of working days. Similarly the weaving expenses are 
divided among the total number of looms actually at work. The 
cost per spindle and per loom per day is thus arrived at. The next 
stage is to divide the co~t a~ong the qu~ntity of yarn ?r cloth I)f 
any particular class whIch In the experIence of the mIll may be 
produced per day: p~r spin~le or per 100m un~er normal conditions. 
Considerable varIations WIll naturally occur In the output of each 
class of yarn or cloth per spindle or. per loom. from mill to ~ ill 
ac('ording to the general level of effiCiency attaIned by each mIll, 
and also according to the period for which and the sc~le on wh~ch 
a particular product has been manufactured by a mIll. For lll
stance, in the case of a mill whose spindle or 100m efficiency ]s 
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i'onsiderably below the normal the average output would be cor
respondingly less than in other mills. Similarly where a mill has 
manufactured a particular class of goods only for a short period 
()n an experimental Bcale its output of that product per spindle or 
100m would be proportionately less than if the same product had 
'Leen manufactured continuously in commercial quantities. In both 
cases the works cost per unit of product would be higher. We 
have taken these factors fully into account and have made due 
-allowance for them in arriving at our estimates of standard costs. 

bS. In selecting the mills whose costs may be regarded as repre
flentative we laid down as an essential condition that the mills 

. . should be of reasonable capacity, output and 
SelectIOn of m~1l8 ~or equipment and further that the mills 

1 he purpose of estunstmg • • 
costs. selected If sItuated at the same centre should 

as far as possible represent different groups 
()r managing agencies. As regards capacity, we have, except in 
the case of Ahmedabad mills, accepted as a reasonable economical 
standard a capacity corresponding to not less than 1,000 looms and 
"35,000 to 40,000 spindles. In Bombay this represents approxi
mately the average size of a spinning and weaving mill. It is 
obviously impossible to lay down any rigid standards as to the 
minimum economical capacity of a mill. Where several mills are 
under the same management, the possibility of common services' 
beingterformed for the mills by a central organisation renders the 
size 0 the individual mill a matter of relatively smaller moment. 
At the same time a great deal will necessarily depend on the 
personal character of the management. A small mill under a 
mauagement which gives minute and careful attention to the affairs 
()f the mill may show far better results than a large mill under 
a slack or routine management. Further the nature of the pro~ 
ducts turned out by a mill should be taken into account in deter
mining whether the capacity of the mill is economical or not. 
Wh!re the bulk of the output consists of fairly coarse goods capable 
()f standardised production, a large unit undoubtedly makes for 
~conomy in costs. On the other hand where the output consists of 
a variety of goods and many of these are goods of special quality, 
a small mill not merely labours under no disadvantage but may on 
tbe contrary possess decided advantages over a large mill. It may 
perhaps be stated as a general proposition that in few countries 
IS the demand for cotton goods so variegated as in India. The 
~xistence of marked preferences and tastes of a local or sectional 
'Character which has hitherto characterised tbe Indian market, on 
the whole favours the organisation of small or moderate sized 
mills. One other factor may also be mentioned. The supervisory 
-staff engaged by the cotton textile industry in India is at present 
with rare exceptions recruIted in India and the scale of salaries 
bein~ considerably lower on the average than in other countries, 
the burden of overhead charges represented by this item is Ie SA 

beary and consequently the saving per unit of output by increasing 
the scale of production is smaller. 
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89. An analysis of the average costs in cotton textile mills in 
India of manufacturing cloths of medium counts shows that on th~ 

A I' f average the cost of raw cotton may be taken 
cos:

a 
YSl8 0 ~verage as 76 pies per lb. of cloth or 40 per cent. 

of the total works costs, while the average 
mallufacturing cost amounts to 115,5 pies per lb. of cloth or 60 
per cent. of the total works costs. These manufacturing costs ar~ 
distributed among the individual items of expenditure as shown 
in the following Table;-

TABLE LV. 

- Bombay, Ahmed· Oawn· Delhi. Oaloutta, Nagpur, Baroda, abad, pore. 

- ------ --- --- -
No, of mills 11 4 2 2 3 1 2 oonsidered, 

--- .....----- --- ------ ---
llema. % % % % % % % 

--- ------ ---- -
Labour • · 49'40 53'80 40'75 51'60 42'40 38'60 52'6ll 

Fuel and Power. 10'80 8'70 15'45 7'46 8'20 9'28 

5 6'21 
Water . · 0'60 0'53 0'14 0'04 .. 0'46 

Stores . · 13'40 18'50 17'30 24,34 1S'50 
l13'61 

{ 17'7() 

Repairs and main- 2'50 2'M 4'14 0'78 0'70 1'00 
tenance. 

Supervision · 7'50 S'IO 11'60 Inoluded 7'70 14'99 8'85-
in 

Labour. 
Insurance · · 0'90 0'90 1'56 0'67 1'60 2'38 1'3a: 

Rents, rates and tues 1'90 0'23 0'96 0'44 1'50 0'41 0'85 

Packing · · 2'50 1'60 2'55 .. 2'20 S'24 1'66· 

Selling expense. 7'00 1'10 .. 8115 11'10 14'75 7'97' , , 

Other expenses 3'50 3'90 5'05 1'32 6'10 . 2'28 1'77 · --------------------
Total · 100'00 100'00 100'00 100'00 100'00 100'00 100'00 

Pront, mterest, deprecllltIOn and managlllg agents' commlSSIOn 
have been excluded from the above calculation. , 

90, The consumption of raw cotton and stores per unit of product 
will not be smaller in a large than in a small mill and these· 

account rogether for approximately 51 per' 
.C~m8ideration~ det~r.' cent. of the total works cost. The employ

fo~m:g miiLonomlcal size ment of l~bour ~ein~ l'egulat~d ll:ccordin~ to' 
the number of sldes m the spmnmg sectIons 

and the number of looms will also not be necessarily smaller per 
unit in a large mill. The premium charged for fire insurance is 
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generally fixed according to the capital value of the mill and the 
reduction, therefore, if any, in the cost per unit in a large mill as 
compared with a small mill will be negligible. The cost of repairs 
and maintenance being mainly composed of the cost of materials 
and of labour will also show little difference. It is under power, 
supervlslOn and office establishment and rent, rates and taxes re
presenting in all 12·5 per cent. of the total works cost that the 
larger size of a mill will result in a correspondingly smaller cost 
per unit of output. Of these the most important item is power. 
It may be stated, therefore, that the determining factor in fixing
the size of a mill in India is mainly the extent of economy which 
a large sized mill may bring about in the cost of power. Where, 
as in Bombay, power is derived from an outside central source of
supply, a larger load will mean on the average a smaller cost per 
unit of power. On the other hand, where power is generated by 
the mills themselves, as in Ahmedabad, it is found by experi('llCe
that the maximum economy is attained where the size of the mill 
is between 600 and 100 looms. If the size is larger than this, it, 
will be necessary to extend the power plant and such extension_ 
will not be justified unless a very large increase in the capacity 
of the mill is contemplated. The standard size of a mill in 
Ahmedabad is therefore 600 to 100 looms with a total spindleage of 
20,000 to 25,000. In selecting the mills required for our purpose 
at Ahmedabad, we have therefore assumed this as the normal 
economical capacity. 

91. In considering whether the equipment of the mills selected' 
is reasonably efficient, we have taken into account the dates at 

R hI t d d f 
which the principal items of plant. and 

easona e Ban ar 0 h· . th ·11 .. 11 
equipment and efficiency. mac mery In e ml s were orlglna y-

installed, and in cases where the original., 
equipment is unduly old whether substantial extensions and re- ' 
newals have been made since then and the amounts spent on such 
extensions and renewals. In determining whether by extensions,. 
renewals and repairs the machinery a;nd plant have been kept in 
reasonably good working condition, we have relied mainly on the_ 
percentage figures of efficiency attained by the mills taken in con-~ 
junction with the speed at which each class of machinery was l 
worked. The data given below will indicate the minimum standard l 
of efficiency which we h!lve regarded for our purpose as reasonable 
under existing conditions in India:-

Output per loom per day-11·4 Ibs. averagl' counts 40s. 
Output per spindle per day-3·S5 ozs. average counts 40s. 
Waste of raw cotton-12! per cent. 
Waste of yarn-2! per cent. 
Complement of labour including preparatory stages per" work-

ing day of 10 hours:-
per 1,000 spindles-15 
per 100 looms-SO. 

Total output in 1931-19 per cent. of total capacity (single t,' 
shift). 
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'Where th~ actual figures in the case of. any mill ~hose costs we 
.have consIdered have been less efficient than those set out above 
we have approximately adjusted the costs so as to bring them int~ 

Iline with the minimum standard adopted by us. 

92. We have received statements of costs from 11 mills in 
Bombay, 4 mills in Ahmedabad, 3 mills in Calcutta, 2 mills each 

.. in Cawnpore, Delhi and Baroda and 1 mill 
Undertakmg given by in NaO'pur. The mills have been selected 

>the Board to keep costs . t:> 
.confidential. wIth reference to the tests already mentioned 

and may be taken as representing a reason
.able standard of efficiency. They are representative also of the 
more important centres of the cotton textile industry in India. 
In view of the very acute external competition and of the equally 
.acute internal competition to which the industry is exposed, we 
gave an undertaking to the Associations and bodies to whom we 
issued questionnaires that if they so desired neither the identity 
-of the mills whose costs are supplied to us nor any of the figures 
shown in the cost statements would be disclosed in our report. All 
the mills which have supplied us with information have intimated 
their desire that the names of the mills as well as the information 
supplied should be kept strictly confidential. In accordance with 
the undertaking given by us, we have therefore decided to refrain 
from publishing the names of the mills or the figures furnished by 
them. Our reason for adopting this procedure which was followed 
by the Tariff Board in 1926-27 is that the conditions of the cotton 
textile industry are in this respect entirely different from those of 
-every other industry which has been investigated by the Board. 
In no industry which has come under examination by the Board 
has foreign competition been nearly so acute as in the cotton 
-industry and at a time of intense trade depression like the present, 
the methods adopted by competitors for estImating the relative posi
-tion of the home industry are apt to be more searching and less 
-mindful of restraints than in normal times. We have some reason' 
1:0 fear that the publicity hitherto given to costs of manufacture 
in the reports of the Tariff Board has unwittingly done harm to 
'Indian industries which are exposed to severe competition from 
-abroad. In the ca!le of the cotton industry, however, not merely 
is foreign competition unusually severe but internal competition, 
as regards at any rate the bulk lines of goods, has rearl1ed a stage 
which is without parallel among- Indian industries. It seems to 
us in the highest degree undesirable that the results of our enquiry 
should be the means of rendering any unfair assistance to strong-er 
units or groups at the expense of weaker ones with whom they are 
in competition. In view of these facts we ha'Ve decided to make 
no reference whatever in this report to the costs of indh'idual mills 
or rentres of production. 'We have explained in detail t.he-metllDd 
which we have adopted in this enquiry for ascertaining- the CMts 
of individual mills and for estimating the costs required for deter
mining the measure of protection. The conclusions we have arrh"ed 
tit regarding the industry as a whole are summarised at the end of 
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the Chapter and the basic figures in the calculation by which the 
average works costs have been arrived at are shown in Appendix IV. 

93. In estimating the charges to be added to the works cost in 
order to arrive at the fair selling price, we have adopted the fol

lowing scale of allowances. Depreciation 
Overhead charges and has bee allowed at the usual income-tax profit, n 

rates, namely, 5 per cent. on the bulk of the 
machinery, 7t per cent. on the bleaching and dyeing plant and 2t 
per cent. on building. Taking the proportions in which these items, 
generally occur in the block, the average rate on the whole block 
has been fixed at 31 per cent. The amount of working capital
required has been taken at a figure corresponding to one-third of 
the year's works expenditure. This is based on the statements of 
the average value of stocks of materials (including cotton) and of 
finished goods and outstandings submitted by the majority of the 
mills whose costs we have examined. It will be noticed that this 
is lower than the figure adopted by the Tariff Board in other indus- • 
tries where a proportion of working capital equivalent to half the 
year's expenditure has been generally allowed. Interest on working ~ 
capital has been fixed at 6 per cent. which is regarded as reasonable 
by the Bombay and Ahmedabad Millowners' Associations. The 
commission of the managing agents has been fixed at 10' per cent. 
of the profit including depreciation. This is the usual rate at 
Bombay and is more or less the rate allowed in previous' enquiries' 
by the Tariff Board. Profit has been allowed at 8 per cent. on the 
fixed capital which is the minimum return which the Board has 
always regarded as necessary under Indian conditions for stimulat-
ing investment in industrial enterprises. ' 

94. In order to fix the amount of capital expenditure required 
for a spinning and weaving mill in India, we aBked for estimates 

. . from the Bombay and Ahmedabad Mill-
E~tll~lat~ of fair owners' Associations. The figure suggested 

capitalisatIOn. b h B b M'll ' A .. f y t e om ay 1 owners ~soClatlOn or 
a mill with 1,000 looms and 40,000 spindles spinning average 408 
counts and using the whole of its yarn production in weaving cloth 
is Rs. 46'12 lakhs at current prices of machinery, building mate
rials, etc. The average annual production of a mill of this size in 
40s counts is estimated at about 30 lakhs of pounds of cloth, giving, 
an average capitalisation of about Re. 1-8 per pound of cloth. I 

The figure given by the Bombay Millowners' Association is lower 
than that accepted by the Tariff Board in 1926-27. For a loom 
with 30 spindles, the latter adopted a capital cost of Rs. 5,450 
against an average figure of Rs. 4,612 for a loom with 40 spindles 
in the present estimate of the Bombay Millowners' Association. 
Although in comparison with the figure adopted by the Tariff 
Board and allowing for the fall in prices of machinery, etc., since 
then, the estimate of the Bombay Millowners' Association appears 
reasonal>le, we have decided to adopt a lower figure in accordance 
with the estimate tJUbmitted bv the Ahmedabad Millowners' Asso
ciation. The Ahmedabad Millowners have estimated for a min 



102 ~HAPTEJ.t V. 

with 600 looms and 25,000 spindles a total capital expenditure of 
Rs. 24'75 lakhs. Assuming an annual production of 27 lakhs in 
28s counts which is the normal quality assumed in this estimate 
by the Ahmedabad Millowners, we get an average capitalisation 
of about 14 annas' per pound of cloth. If the average quality is 
taken at 32s, which is the range in which generally speaking ex
ternal competition is now keenest, a capitalisation of 1 rupee per 
pound of cloth would appear to be sufficient. We have preferred 
to base our calculations on this figure for two reasons. In the first 
place we think that an estimate of capitalisation based on the 
production of counts approximating to 32s_would be in closer accord
ance with Indian requirements than an average of 40s. In the 
~econd place, although building expenses are less in Ahmedabad 
~han in Bombay, machinery will cost more at Ahmedabad on account 
'of freight. Balancing the two factors, we see no reason why a 
higher capitalisation than that suitable for Ahmedabad should be 
adopted. 

95. One of the most difficult features of the cotton textile in
dustry from the point of view of a tariff enquiry is the fact that 

. .. no exact comparison of Indian mill made 
I Fair sellI.ng price c?m- goods with imported. goods is possible. The 
'pared with realised . t' f I d' d 11 f . prices. varle les 0 n Ian goo s as we as 0 Im-

ported goods are so numerous that it is true 
to say that no two classes of cloth are really alike. In the circum

',stances of the cotton industry, it has therefore been impossible for 
i us to adopt the usual method by which the Tariff Board has in the 
past determined the measure of protection required for an industry. 
This method consists in estimating a fair selling price for the 
Indian industry and then comparing it with the duty free price at 
which a corresponding imported article is sold in the country, the 
difference between the two, subject to certain necessary adjustments, 
being taken as the measure of protection required. Since no com
parison i~ really possible between particular classes of Indian cloth 
and of imp9rted cloth, this method necessarily fails. We have 
therefore decided in this enquiry to compare the fair selling price 
estimated for Indian cloth, not with the duty free price-of imported 
cloth, but with the price actually realised by the Indian mill ex
mill less duty. A given class of cloth made by an Indian mill 
competes with a variety of imported cloths of similar and of different 
qualities, designs and dimensions. The price actually realised by 
the Indian mill may be presumed to reflect the competition which 
arises from every class of cloth likely to be considered by the 
purchaser more or less equally suitable for his purpose. If the 
rate of dutv applicable to this class of cloth is deducted from the 
realised price, the resulting figure will give the price at which the 
Indian cloth is required to compete in the market. In determining 
at what rate the import duty should be deducted from the realised 
price, we have been generally guided by the ev~d.ence we have 
received as to whetber the main source of compehtlOn as regards 
particular classes of cloth is British or non-British, and have 
deducted the duty at corresponding rates. Generally it may be 
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stated that if in calculating the average protection required for a 
certain class of cloth we have taken into account any cloth in that 
class of average counts 45s or above, the duty on this cloth has 
been deducted from the corresponding realised price at British 
rates and in the other cases at non-British rates. 

96. One objection to this method of basing the duty on the 
difference between the fair selling price and the realised price is 

. , . that the realised price may reflect not merely 
9bJootlODS ~ realised external but also internal competition and 

pncea as basIS of com- . . 
parisoD coDsidered. therefore to thiS extent the resultmg measure 

of protection may prove to be larger than is 
re<Juired to meet merely external competition which is the real 
object of protection. In the way in which the method has been 
actually adopted by us, we do not believe that the objection can be 
held to apply so as to vitiate its general validity. We have in 
almost every case confined our examination to the costs and realised 
prices of cloth of counts 248 and above since it is in respect of 
cloth of this kind that external competition is keen. The bulk of: 
the cases we have examined are of cloths of 30s and above. Itl 
may therefore be safely conciuded that the determining factor in! 
the realised price we have taken into account is external competition 
since it is generally admitted that in medium and higher counts 
internal competition is less severely felt. On the other hand, it 
may be pointed out that in cloths of medium and higher counts ou 
which we have based our examination, the effect of the swadeshil 
movement has helped rather to raise than to depress the prices of 
Indian cloth in comparison with those of imported cloth. An 
incidental advantage of taking realised prices as our basis of COID1 

parison is that it automatically discounts the factor of railway 
freight di~advantage on finished goods. Where the realised prices 
ex-mill are taken into consideration in fixing the measure of pro
tection, the question of freight disadvantage' is to a large exten~ 
eliminated. 

97. The following 

Summary of assistance 
required. 

Table summarises the average fair selling 
prices and the average realised prices on 
which our conclusions regarding the extent 
of assistance required have been based:-



Summary of costs and prices. 

Average Avernge Al"eral!'e A\'ers!!'e Jnterest, 
Average 

COlt of cost of cost of works derrecis. 
cost tion, Avprage realised Measure 

Approxi. 
Average border- colouring blenching- (incl',ding managing fair price of 

Average sizing per cent. nlat.rial- per cent. le8~ duty BBsi;Jtance 
',t'j"'",',,f cl •• tL. m .. to reed and per Cf'nt. of works per cent. of works raw cotton agen!;.' sel.'ing (taken at reqnirecl. at average commission avera!!'e pick. of grey C),t of works COlt price- average Pica counts. weight. u"luding cst exclu,ling rate of aud l'ies per of 1931)-193])- p"ofit- punnel. per 

rAW pxclodinlr raw pie81'er pie! ppr pies pel' poum!. 
cotton. raw cotton. cotton. pouud.- pOIID'!. ponnd·t 

" 
, , 

Plain grey . SOs 4ix38 13'3 , .. ... ... 142 28 170 118 62 , 

Ilordered gr.'y 40s 42x4S 14'11 15'1 ... .. 168 2~ 196 141 65 

Blenched gOla. 40s 60x6~ 4'0 ' .. ... 18'5 22/1 28 253 189 64 

'D yed and 1010UI·· 4(ls 60x4S 6'0 ... 81'4 ... 231 28 259 190 6a 
~d woveu and 
printed goods. 

- 8e~ AppendilC 1 V. 
t The fi~nrp. of )Jrice. aLown iu tho Table are the avcro.lt0 realiscd prices of 0. large collecti,," of represento.ti vo goo,!. in each rlas. at different 

centr ... of Irroduction correspollding in qualit~. din'enlioDs, etc., to thoae for wllicL rnRfs ba\'e been estimated. 1'he duties ha\'e been deducted from thA 
gro88 reo.lhed price. at Ill8 ave'"ge rates of duty prevailing iu Januar~'. Del cil.ber, 1!J31. Thes" I,,\'e been ta' en a8 follow.:-

Spcrift~ duty on plBin grey including coloured woven 8'79 annBs ))er pouud . 
.Ad Ilalorem-llritish. • • • • • 20'83 per cent. 

" -Nou·Britisb 26'25 per rent. 
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98. Our attention has been drawn by manufacturers to the 
increase in the cost of manufacture since 1931 as the rellult of duties 

, , on raw cotton, dyeing materials and machi-
AddItIonal costs ,on nery introduced in connection with the emer-

account of rt'Cent dutIes, • 
gency revenue measures adopted m Septem-

ber 1931. These duties were not in force sufficiently long in 1931 
to affect the general level of costs since the greater part of the 
consumption of these materials was met from stock. Since the 
duty on imported cotton affects directly the cost of cloths of medium 
and finer counts on which our estimates are based, it is reasonable 
to make full allowance for it. The following are the new duties 
which have been introduced:-

(1) an import duty of 6 pies per pound on raw cotton; 
(2) an import duty of 10 per cent. on dyes, and 
(3) an import duty of 10 per cent. on machinery. 

To these must be added the duty of 15 per cent. on starching 
materials which we have proposed in Chapter X of this report. 
Taking the additional amount payable for raw cotton and. dyeing 
materials and starch in proportion to the average expenditure under 
each head and calculating the new duty on machinery on 5 per 
cent. of the total capital invested in machinery which represents 
the rate of depreciation, we estimate that the additional expenditure 
involved will not exceed on an average 7 pies per pound of cloth. 
Addin~ this to the estimates-in the preceding paragraph we get the 
followmg figures: - -

'%'IRin grey • 

Bol'tlered grey 

Bleached 

CIa88 of cloth. 

TABLE LVII. 

Dyed and oolo~re" w ,ven and printed goods 

Measure of assistance required. 
Pies per lb. 

59 

62 

'7l 

'16 

Approximately the measure of assistance required may be fixed at 
[) annas per pound for plain grey, 51- annas for bordered grey, 6 
annas for bleached and 6l annas for dyed, coloured woven and 
printed ,goods. 
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The Claim to Protection examined. 
99. We now proceed to consider how far the claim of the Indian 

cotton textile industry to protection has been established. When 
01 . t b t t' the Tariff Board enquired into the condition aim 0 su s an Ive f h " . 

protection. 0 t e cotton textile mdustry m 1926-27, the 
. , ,. claim to assistance was urged by the Bombay 

Millowners AssoClatlOn on the ground of the unfair competition 
due to deprecIated exchange and inferior labour conditions in Japan. 
The Board's e:x;amination of the need for assistance. was consequently 
confined to thIs aspect of the case. Of the vanous forms which 
unfair competition might assume, the Board held that the element 
of unfairness invo!ved. in .inferior labour con~itions in Japan was 
the only factor whlCh Justified the grant of aSsIstance to the Indian 
industry. Its proposals therefore were so framed as to enable the 
Indian industry to meet the disadvantage arising from unfair com
petition in this respect. The specific duty on imported yarn which 
was introduced in 1927 was based on this view of the case. The 
scheme of protectiou embodied in the Cotton Textile Industry 
(Protection) Act of 1930 was wider in character and was intended 
to afford temporary shelter to the industry, particularly to the 
BomQay section of the industry. Its object was explained on behalf 
of the Government as being the preservation of the industry and 
not its ultimate development. It was stated that the latter aspect 
of protection was reserved for subsequent consideration by the 
Tariff Board. Our task in this enquiry is t.o examine the case for 
assistance not merely from the point of view of unfair competition 
from countries exporting to India, nor of the temporary difficulties 
experienced by one important section of the industry, but as a 
question of substantive protection relating to the industry as a 
~~. ' 

100. In all enquiries held by the Tariff Board in the past, the 
question whether a. claim to substantive protection is justified or 

, h not has been judged in accol'dance with the 
Grounds on whlc pro· .. Itt d' th Rtf th I~ d' t t' may 'be gl'ant~d prmcip es s .a e m e epor 0 e n Ian 

ec Ion ' Fiscal Commission. Broadly speaking, the· 
Fiscal Commission considered that the claim of an industry to pro
tection should be examined with reference to the canditions laid 
down in paragraph 97 of their Report. These conditions embody 
the tests by which on purely economic grounds a. claim to protection 
may be established. In the case of most enquiries referred to the 
Tariff Board in the past, it was specifically stated in the terms of 
reference that the conditions in paragraph 97 of the Fiscal Com
mission's Report should form the basis of the Tariff Board's exami
nation of the claim to protection. In the terms ·of reference under 

( 106 ) 
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which the present enquiry has been referred to the Board, no 
mention is made of these conditions, although this is the first time 
that the Board has been asked to consider the grant of substantive 
protection to the cotton industry. It is. therefore to be presumed 
that it is the intentiitn of the Government that the examination of 
the claim of the cotton textile jndustry to protection should not 
be confined to the purely economic grounds on which applicati9ns 
for protection have been generally considered. It was recognised 
by the Fiscal Commission that even in. cases where tl~e conditions 
laid down in paragraph 97 welte not satisfied by an industry a claim 
to protection might still arise if the industry was one of sufficiept 
national importance. Briefly the-difference between the two cases 
is that where the claim to protection is based on purely economic 
grounds it is essential to establish that the industry will be able 
eventually to dispense with protection, in other words that protection 
will not prove a permanent burden on the country. On the other 
hand where the claim to protection resis on the national importance 
of the industry the burden involved in the protection of the mdustry 
derives its justification froin the fact that the establishment of the 
industry is essential to imRortant national interests, and -therefore 
the burden is a necessary contribution by the country to the safe
guarding and promotion of these interests. We propose in this 
Chapter to examine the case for the grant of protection to the cotton 
textile industry from both these points of view. We shall first 
examine the question in the light of the conditions laid down in 
paragraph 97 of the Fiscal Commission's report and then proceed 
to consider how far the claim to protection may be justified on the 
ground of national importance. -

101. The first condition laid down by the Fiscal Commission 
requires that the industry in que~tion should possess sufficient natural 

First condition of the advantages in respect of materials, labour, 
Fiscal Commission- power and the existence of a home market. 
Short and medium staple The most important material required for the 
C'ltton. cotton textile industry is raw cotton. As 
regards short staple cotton India produces not merely enough for her 
own requirements but is the chief exporting country in the world. 
India has a virtual monopoly of this class of cotton, for although 
large quantities are grown in China and the United States of 
. America the supply in these countries is not more than is required 
to meet the demand in the home and adjacent markets so that the 
world's requirements of short staple cotton are generally supplied 
from India. The claim to protection put forward by the Indian 
industry, however, applies not merely to goods produced from short 
staple cotton but also to those produced from long staple cotton. 
1'he distinction which is generally drawn between short and long 
staple cotton is that all cotton having- a staple of i" and above is 
classed as long staple and the rest as short- staple. According to 
the figures supplied to us by the Indian Central Cotton Committee, 
out of a total Indian crop of approximately 4 million bales in 
1931-32, about 1'32 million bales were long staple cotton, in the 
sense of cotton having a staple of i" anq above. It has been 
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pointed out earlier in the 'report that the whole of this is not suitable 
for the spinning of yarn. of higher counts, since evenness of staple 
and ten.slle strength besldes length .of staple are essential for the 
productIOn of fine yarn. The IndIan Central Cotton Committee 
have estimated that in 1931-32, out of 1'32 million bales of COttOB 
with a staple of i" and above, only 735,000 bales had the required 
degree of evenness and strength. The Punjab-American crop re
presents the largest proportion, of long staple cotton in India. but 
85 per cent. of this is sold by the cultivator mixed with Desi cotton 
up t.o a maximum proportion of 10 per cent. Only a small pro
portIon of the total crop is therefore available for the spinning of 
higher counts of yarn .. Taking warp and weft yarn together India's 
long staple cotton may be. taken generally as being suitable for the 
manufacture of yarn of counts 248 to 40s. Taking the average of 
the three years 1929-30, 1930-31 and 1931-32 the quantity of long 
staple cotton in India capable of spinning counts 24s and above 
works out at 714,000 bales~ or 285'6 million pounds. The average 
consumption of yarn in IndIa of counts 24s to 40s duri.ng these three 
years including imported yarn was approximately 250 million 
pounds. Taking 118 pounds of cotton to 100 pounds of yarn this 
represents 295 million pounds of cotton. It will be seen therefore
that allowing for wastage there is a sufficient quantity of cotton 
in India suitable for the manufacture of yarn up to counts 40s. It 
is estimated by the Indian Central Cotton Committee that not less 
than 40 per cent. of the long staple cotton in India is now being 
exported and that perhaps 15 per cent. is likely to be used for 
domestic purposes other than mill consumption. Actually therefore 

-the nett quantity used by Indian mills is considerably less than 
the total quantity grown. For the purpose of the present argument 
however it is enough to establish that a sufficient quantity of this 
class of cotton is now grown in India to meet the country's require
ments, although the whole of it may not at present be available 
for mill consumption. 

102. For the pro~uction of yarn of ~ounts high~r tha~ 40s it. is 
admitted that no SUItable raw cotton IS now avaIlable m IndIa; 

nor does there appeal' to be any definite 
Absence of long staple prospect of such cotton being grown in Indi~. 

tc~tton no bar to protec· It has therefore been suggested that there IS 
Ion. f . th no case for the grant 0 protectIon to . e 

manufacture of yarn of higher counts than 40s or of cloth woven. 
from such yarn. In 1931-32 the q,,:antity of yar~ ~f counts ab~ve 
40s consumed in India was approxImately 40 mIllIon pounds m
eluding both yarn produced in the country and yarn imported. If 
it is assumed that in higher counts about 8 yards of cloth represen~ 
a pound of yarn, this will correspond to 320 million yards of ~lo~h. 
The total import of cloth into India in. 1931-32 was 7~6 mllho!l 
yards. Allowing for the fact that a conSIderable proportlon of thIS 
is of counts not above 40s. and that some portion of the Indian 
production is exported, we shall be justified in fixing the total 
consumption in India of cloth woven from counts ab.ove 40s at n?t 
more than 1,000 million yards. The total consumptIOn of cloth lD 
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India in 1931-32 including mill and handloom production and im
porta was approximately 5,000 million yards. The consumption of 
cloth represented by yarn of counts higher than 40s is therefore 
not more than 20 per cent. of the total. It is to this extent that 
India as far a~ we can foresee will be dependent on imported cotton. 
Weare definItely of the view that, when an industry -is able to 
?btain ~ts ~w material up ~ 80 per cent. of its total requirements 
In IndIa, It fulfils substanbally the first condition of the Fiscal 
Commission. It is misleading under the conditions of manufacture 
prevailing in India to regard the cotton textile industry as being 
composed of entirely separate branches according to the class and 
kind of cloth woven, and to look upon each branch as a separate 
industry as regards the claim to protection. The immense variety 
of piecegoods required in the Indian market renders specialised 
production by Indian mills a matter of considerable difficulty. If 
the existing Indian mills are enabled to increase their output by 
undertaking the production of finer classes of cloth from imported 
cotton, the resulting reduction in overhead charges will operate to 
the benefit of the 'whole industry. If it is granted that there is a 
case for protecting medium and coarse counts which represent 80 
per cent. of the aggregate Indian market, then, to the extent that 
the production of finer counts will help to reduce the cost of manu
facturing medium and coarse counts in the same mills, the exten
sion of protection to the former must be regarded as a logical _ 
result of granting protection to the latter and as a necessary step 
towards shortening the period of protection and reducing the burden 
on the country. We do not feel justified in any case in applying 
to the Indian industry a condition which is not fulfilled by her 
two chief competitors since both the United Kingdom and Jap~n 
depend on imported cotton for the whole of their requirements. 
There is also a further considerat.ion which It iR important to bear 
in mind. Unless Indian mills are helped to undertake the produc
tion of finer counts, there will be little inducement for carrying 
out experiments regarding the possibility of growing cotton or 
S\'perior grades in India. It is rash to conclude that no cotton of 
the kind suitable for finer counts can ever be grown in India, for 
unless experiments are undertaken to this end, no satisfactory con
clusion can be reached and such experiments are not likely to be 
undertaken if there is no demand from Indian mills for superior 
cotton. We find that since 1925-26, the amount of long staple 
cotton in India having the qualities necessary for spinning yarn of 
counts 24s to 40s has very nearly doubled,· and we cannot help 
concluding that the progress made by Indian mills in the diversi
fication of their production has provided some incentive for the 
increase in the quantity of long staple cotton ,now available in 
India. The possibilities of growing improved varieties of cotton on 
the new lands under the Sukkur ;Barrage are also an important 
factor in the situation and it is not unlikely that in point of both 
output and quality, very considerable changes may take place in 
consequence of this in the position of Indian cotton. 

* See Report of the Indian Tariff Board, 1926-27, Volume ITI, pages 204-
205, for 1925-26. 
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, 103. A list of the principal classes of mill stores in use in Indian 
mills will be found at pages 181-182 of the report of the Tariff 

S 1 f 
'11 Board of 1926-27. Some of the most im-

upp y 0 ml stores. t t f th b . d d' por an 0 ese are now emg pro uce m 
India such as China clay, magnesium chloride, zinc chloride, 
starch, Epsom salts, belting and lubricating oil. Three of these 
are protected articles, namely magnesium chloride, zinc chloride 
and Epsom salts and the development of their manufacture is 
mainly dependent on the maintenance and progress of the cotton 
textile industry. Of the others a considerable part consists of iron 
and steel articles used as parts of textile machniery. Many of 
these or articles similar to them are in use also in jute mills, and 
several engineering firms in India are engaged in their production. 
The Indian Merchants' Chamber of Bombay have drawn Ollr atten
tion to several kinds of cotton mill accessories such as bobbins, 
reeds and healds which are now made by Indian manufacturers and 
of which the Chamber recently made a detailed survey. We have 
little doubt that if the cotton industry is able to survive its present 
difficulties, subsidiary industries for the production of the more 
important classes of mill stores will be established in India suffi
cient to meet the bulk of the industry's requirementn'l" 

104. One of the principal advantages possessed by the Indian 
industry is the extent of the home market. Its importance will be 

E f 
. realised from th.e fact that, taking the two 

xtent 0 IndIan t' f h' hId' d I t market for cotton goods. coun TIes r~m. w lC n ~a raws amos 
the whole of Its Imports of p16cegoods name

ly the United Kingdom and Japan, India represents in spite of the 
bjg reduction in the import trade in cloth since 1929 the largest 
single export market for each country. The quantity shipped to 
India and Burma from the United Kingdom in 1931 represented 
23 per cent. of the total export trade in piecegoods and was more 
than twice the quantity shipped to Australia, which is the next 
biggest customer for British piecegoods. In 1929 the quantity 
exported to India was nearly eight times that to Australia and 
constituted 36 per cent. of the total. Judged by value, exports to 
India were 15 per cent. in 1931 and 26 per cent. in 1929 of the 
total. From the figures published by the Japan Cotton Spinners 
Association we find that, out of a total value of cotton piecegoods 
exported by the members of the Association of 198'73 million yen, 
49'86 million yen worth of goods was exported to British India, 
representing approximately 25 per cent. of the total. China which 
is the next largest market absorbed 43 million yen worth of goods 
in 1931. Up to 1930 China had been Japan's largest customer, 
but the recent shrinkage in the exports to China leaves India Rfl 

the largest single export market for Japan, although the value of 
exports to India in 1931 was less than half that of the exports in 
1929. A vivid idea of the enormous extent of the Indian market 
will be gathered from the fact that, although imports into India in 
1931 did not represent in quantity more than 15 per cent. of the 
total consumption of cloth in the country, they'represented for each 
of the two greatest exporting countries of the world, which divided 
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the Indian import trade almost equally between them in 1931. the 
largest single line of export. 

105. As regards power, the Tariff Board in 1926'-21 noted the fact 
that, under the contracts entered into by the great majority of 

Supply of power the mills in Bombay with the hydro-electric 
. . supply companies, the ordinary rate charged 

for electricity was 0'725 anna per unit against a rate of 0'54 anna 
at Osaka at the then rate of exchange. We have pointed out in 
paragraph 40 that considerable reduction in the cost of power has 
been effected in Bombay since the Board reported. Under the 
schedules in the existing agreement with the Electric Supply 
Companies the average cost of electric power works out at between 
'53/"54 anna per unit for large mills working double shift and 
'68/'69 anna per unit for smaller mills. Mills at other centres in 
India mostly generate their own electricity and the cost varies 
necessarily according to the distance from the coal fields. The cost 
of power per loom and per spindle is higher in Indian mills than 
in Japan. One estimate we have seen fixes it at Rs. 6'85 per 400 
pounds of yarn in Japan against Rs. 8 in Bombay, and Rs. 10'96 
per loom in Japan against Rs. 20 in Bombay, both figures being 
calculated at gold parity. This is due partly to the higher price of 
electricity but mainly to the lower efficiency attained in the mills. 
Since the cost of power is generally [ess than 8 per cent. of the 
manufacturing charges, the disabilitl involved in this factor' is. 
relatively less important. The cost 0 power per unit of output is 
largely a question of efficiency in production, of which the deter
mining factor is the efficiency of labour. 

106. Judged by relative costs, the greatest disability of the 
Indian industry as compared with Japan is in respect of its labour. 

In the evidence which he submitted to the 
Labour ~isability as Fawcett Enquiry Committee Mr. Sasakura 

comoared WIth Japan. . . ' • 
. of the Toyo Podar MIlls In Bombay estimat-

ed that the production of cloth per weaver in Japan was about 3! 
times as great as in Bombay. Wages are lower in India than in 
Japan; a women weaver in Japan gets approximately Rs. 2-4 a 
day as against Rs. 2 which is the average daily rate of wages for 
a male weaver in Bombay. The difference in the cost of tlabour 
per loom is accounted for mainly by the fact that, while the average 
number of looms attended to by a woman weaver in Japan is six, 
the average number in Bombay is two, and partly also by the fact 
that the loom efficiency attained in Japan is as high as 95 per cent., 
whereas in Bombay it seldom exceeds 80 per cent. Similarly in 
the spinning department Mr. Sasakura stated that in Japan a sider 
attended to 600 spindles for a wage of Rs. 1-14-6 a day with an 
efficiency of 90 per cent., while a spinning boy in Bombay looked 
after 181 spindles for a wage of Re. 1 a day with an efficiency of 
little over 80 per cent. The output therefore on the same expen
diture was twice as great in Japan as in Bombay. Similar figures 
showing the difference in the efficiency of labour between India and 
Japan were given by Mr. Sasak1!-ra for all the· more important 



lU CHAPTER VI. 

processes in the cotton textile industry. From information obtained 
by us which we believe to be fairly accurate and representative, 
tha total labour cost per pound of yarn of average count 16s 
including both fixed and piecework wages, in a Bombay mill 
exceeds the cost in a Japanese mill by over 60 per cent. Similarly 
the labour cost per loom per day on plain grey cloth in a Bombay 
mill is over 3 times the cost in 8 Japanese milL In both cases 
exchange has been taken at gold parity. It is this enormous 
disparity in labour cost which makes the position of the Indian 
industry not merely difficult but almost precarious in competition 
with the Japanese industry. 

107. In the report on the cotton in.dustry of India by Mr. Arno 
S. Pearse a detaiiled statement is given showing the cost of labour 

. , 'in some up to date Bombay mills as com-
. Labour costs In ~Ills uared with the cost in a mill in the Southern 
10 England and AmerIca,S' fA' d 'th h t . ill tates 0 menca an WI tam a m 

. at Oldham in England. The information was in both cases obtain
ed in Bombay, the former from a Bombay millowner who had made 
a close study of conditions in America as well as in Bombay and 
the latter from a manager of a Bombay mill who was formerly 
employed in Oldham mills. In both cases the cost is calculated on 
an average count of 15s. The labour cost of weaving per pound 
in the Bombay mill is 15 per cent. lower than in the American 

• mill, while in the other case the labour cost per pound of yarn in 
the BQmbay mill is nearly half the cost in the Oldham mill. The 

.. relative cheapness of Indian labour, in spite of its low efficiency, 
appears to give India a considerable advantage over Lancashire 
and the United States of America. But in the case of Japan, 
while the level of wages is perceptibly higher than in India, 

. especially if it is taken to include all expenses incurred by mills 
for boarding, recruiting, etc., the difference in efficiency far out
weighs the higher wages paid in Japan. While it must be admitted 
that in respect of the labour cost per unit of output the position of 
the Indian industry is inferior to that of Japan, it must at the same 
t.ime be recognised that it is not inferior to that of other important 
textile manufacturing countries. It would be unreasonable in our 
opinion to reject the claim of the Indian industry to protection 
when, in comparison with the Japanese industry, its position is not 
worse in this respect than that of other countries. 

108. In the report on the cotton industry of Japan and China 
which Mr. Arno Pearse prepared during his visit to these countries, 

. there is an excellent summary of the condi-
. ComparatIve labour effi- t.ions which enable Japan to wield this 
cIpncy~ apan England - d . . 
and India_ • lmmense a vantage over LancashIre m 

respect of the cost of labour. It is estimated 
t.hat, taking int.o account the fact.s that Japanese mills are now 
working a mornmg and an afternoon shift of 8l hours each and that 
there are no stoppages on Saturdays and only two to four rest days 
per month in place of Sundays against a 48 hour week in England, 
tIle working weeli: in Japan is at least two and half times as long 
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as in Lancashire, The advantage of the larger number of hours. 
which machinery can be r~n in ,Japan is no~ mer~ly that the 
earning power of the machmery IS correspondmgly. Increased, but 
it becomes possible to renew It at much shorter Intervals. The 
result is that in Japan by the time a machine is worn out it has 
also become obsolete, but in Lancashire a machine may get obsolete 
long before it has reached the end of its running life. The number 
of persons employed on the spinning side of a Japanese mill is 
little inferior to the normal English complement, while in weavi~g 
it is considerably smaller than in English mills. The average In 
Japan for the whole industry is 5'5 looms per weaver, while in the 
case of the Toyoda automatic looms one weaver looks after 50 looms 
with an efficiency of 95 to 96 per cent. Against this the number 
in Lancashire of looms per weaver is 4 with an average efficiency 
of 85 per cent. On the other hand, the average approximate 

. earnings of different classes of operatives in Lancashire amount to 
two to three times those in Japan, including the amount spent on 
welfare work by the Japanese industry. The general picture which 
this summary conveys of conditions in Japan as compared with 
Lancashire enables us to understand more clearly the relative posi
tion of the Indian industry. In India, while single shift working 
is the rule, the number of hours per week is 25 per cent. higher 
than in Lancashire. The complement of labour employed -in each 
department is larger in India where the ordinary rule is 2 ~ooms 
per weaver, while the efficiency of loom and spindle is lower, being 
not above 80 per cent. on an average. As against these factors the 
rates of wages in India are considerably lower than even in Japan, 
and this in the aggregate enables the labour cost in India per unit 
of the staple lines of goods to be generally not higher than in 
Lancashire. -

109. It is necessary to point out that in this discussion com
parison between India and other countries has been made on the 

basis of efficiency in the production of low 
Efficiency in production counts. Efficiency in this connection is 

of finer counts. determined largely by the quantity produced 
per unit of cost. In higher counts however 

efficiency is reflected not merely in output but also in quality. It 
has been stated by some witnesses, particuiarly by the Bengal 
Chamber of Commerce, that Indian mill made cloth of finer counts 
is inferior in quality to s~milar cloth ~ade in Lancashire largely 
as the result of lack of skill and experIence on the part of Indian
labour. On the other hand "he representatives of the Marwari 
Chamber of Commerce in Calcutta, who have considerable dealings 
both. in Indian and in imported piecegoods, told us that as far as 
?hut~s ~f fine: counts are concern~d the Indian product is not 
InferlOr In quahty or appearance to Imported goods. Considering 
t~e fact that the productlOn of finer classes of piecegoods is a rela
tlvely recent development in India, it cannot be expected that the 
standard of quality will be uniformly as high as that of imported 
goods. In certain mills of Bombay and Ahmedabad we believe 
that a high standard of quality has already been attained and that 
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the market OpInIOn regarding the quality of their goods in the 
·finer lines of" production is favourable as compared with that of 
imported goods. Our experience of labour in Indian industries 

. generally is that ,while the Indian labourer lacks endurance and 
stamina, he does not "lack the power of acquiring skill, and that 
given time and experience the Indian workman is capable of 
.acquiring as high a degree of skill in new industries as artisans in 
·any country. The extraordinary success achieved in the past by 
the handloom industry in India in the production of fine goods 
justifies the hope that in the production of similar classes of 
machine made goods a high level of workmanship will in time be 
attained. 

110. As regards the possibility of effecting any substantial 
increase in the output per labourer, as compared with the present 

. level of production, it is not possible to 
Econom~es resultmg speak with any assurance. It must be 

il'om effiClency schemes. d f th t· b' 'hat th d' b' assume or e Ime elng. elsa 1-

lity of the Indian industry as compared with the industry in Japan 
·is likely to persist, although by better organisation and the intro
duction of ameliorative methods it may be remedied partially. 
Whether this disability will make it impossible for the Indian 
industry to dispense with protection is a matter which cannot be 
determined except in relation to the costs of the Indian industry, 
Efforts to reduce the disadvantage of the Indian industry in this 
respect were made, particularly in Bombay, by the introduction 
·of 'Efficiency' schemes in 1927-28 to which reference has been 
made in paragraph 43. This however failed to materialise and has 
been held up for the present. The opposition of organised labour 
in Bombay to the introduction of the 'Efficiency' scheme as 
outlined by the millowners was -the principal reason for its failure, 
and until the co-operation of labour is secured it seems doubtful 
whether any such scheme will have a reasonable chance of being 
carried out. This is a matter on which we should have welcomed 
the opinion of labour representatives, but none of the associations 
or individuals connected with labour whom we addressed sent any 
representation or offered to give evidence. The group of Bombay 
mills on whose initiative the scheme was taken up supplied the 
Fawcett Committee with a detailed estimate of the economies which 
might be brought about if the scheme were accepted. The scheme 
itself is explained in Appendix XII of that Committee's report. 
Briefly it aimed at " increasing the number of spindles looked after 
by each sider and the number of looms looked after by each weaver 
and similar economies in the other departments ". Although 
similar measures in particular departments had been in. force in 
certain mills in Bombay, Ahmedabad and Madras prevIOusly to 
1926, the general adoptIon of the measure by the industry was a 
novel experiment which if successfully worked out might have 
assisted in substantially reducing the cost of labour. From state
ments sUl?plied to the Fawcett Committee we find that on a fairly 
conservative estimate, assuming 2 men to 3 scutchers in the blow 
room, 1 man to 2 machines in the roving frames, 2 men to 3 sides 
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:in the spinning frames and 1 man to 3 looms in the weaving shed 
and with suitable provision for high draft spinning, a total reduc
tion of 17 per cent. in the labour cost per unit of p\ain grey sheet~ng 
-could be obtained. With one man to four looms the reductIon 
would reach 20 per cent. Although we express no opinion regard
ing the accuracy of these estimates, we regard them as affording 
,sufficient indication of the economies which may result, conditions 
permitting, from a suitable re-organisation of labour and of the 
principal direction in which the chief comparative disability of the 
Indian industry may be remedied. 

Ill. The question of raising the standard of efficiency of Indian 
labour and enlisting its co-operation in schemel! intended for the 

. . general improvement of jln industrr rai?es 
Prospect. of J'!lprovtng large issues which cannot be dealt WIth 

'I he general efficiency of h b' d' d h hI b 
Iudian labour. here. It as een Iscusse t oroug y y 

the Royal Commission on Labour in India 
in their valuable repart, and it is to be hoped that, when the main 
'body of the recommendatwns contained in that report have been 
-given effect to, a marked improvement in the general level of em.
.ciency of Indian 'labour and in the relation between labour Qnd its 
employers will result. Such improvement is bound to lead to the 
-removal in time of several of the elements which at, present consti
tute the chief disability of the Indian Cotton industry,apa.rt 
:altogether from any definite 'Efficiency' schemes. In the report 
by Mr. Arno Pearse on the Japanese cotton industry to which we 
'have already referred, there is a suggestive discussion of the social 
background of the industry which appears to give to J ap~nese 
labour some of its distinctive qualities. 'fhis. background is com
posed mainly of two factors. The first is tJaa general prevalence 
of a marked group spirit which springs from, and is still sustained 
by, the social and religioull traditions of the country, and the s,econd 
is the compulsory system of education and the provision of ax ten
dve facilities for physical and technical education. H ed~cation 
working on a traditional group spirit has contri~uted t()the 
striking results attained in Japan, there is good reason tQ hope 
-that in India also there is material which, if suitably handled, may 
,in time yield results not far inferior. The 'village community aJ;ld 
joint family traditions are still strong in the country and the loyal
ties and restrai~ts "!Vhich are a~ciated with them may, by tlte aid 
of a general dIffuSIOn of the rIght 80rt of education, be used for 
lIringing: about a radical change in the quality of Indian labour. 
MeanwhIle every effort made by the management of Indian mills 
,to establish closer personal contact between them and labour, by 
the elimination of unnecessary intermediaries and the encollrage
ment of a more sympathetic attitude towards labour on the part of 
1Iubordinate employees, will help the creaticm of a better spirit of 
loyalty and co-operation. , 

112. The Reoond condition of the Filical Commission. is tht 
.. , the industry mUlit be one whic4 without the help of protection 

E 
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is not likely to develop at all or is not likely to develop so rapidly as 
is desirable in the interests of the country" . 

. Second con~it!on of ,the From our emmination of the costs of the 
Fiscal CommIsSion. I d' . d fi d h . h n Ian III ustry we n t at, III t e case-
of every important class of piecegoods manufactured in India, 
the majority of the mills will find it impossible, without the aid 
of protection, to realise any return on capital or to find adequate
sums for depreciation and in several cases to _ meet even the whole
of their out of pocket expenses. We have based our examination 
of costs on the data supplied by representative mills at Bombay 
and Ahmedabad and at several upcountry centres. These mills 
are not the most efficient in the country but have been chosen as· 

..representing what may be regarded as a reasonable level of effi
ciency and equipment having regard to existing Indian conditions. 
The majority of Indian mills, we believe, fall short of this standard. 
It may also be pointed out that in estimating the costs which are to
serve as the basis of a scheme of protection, we have allowed for 
considerable reductions under several items of cost in view of prob
able economies which may be attained in the near future. We ar~ 
therefore justified in thinking that, if on these costs. the greate1" 
part of the industry is unable to meet foreign competition unaided,. 
the second condition laid down by the Fiscal Commission is, 
substantially satisfied. The consolidated balance sheets published 
by the Bombay and Ahmedabad Millowners' Associations represent 
the general financial position of the cotton textile industry at these
centres. The Bombay Millowners' Association has supplied us with; 
provisional fi~ures for 68 mills for the year 1931 which show that,. 
if allowance IS made for depreciation at income-tax rates, there is
a nett loss of Rs. 106'8 lakhs excluding commission and interest 
surrendered by managing agents, as against a similar loss of 
Its. 237 lakhs for 71 mills in 1930. The latest year for which. 
figures have been supplied by the Ahmedabad Millowners' Associa
tion is 1930 which show on. a similar computation a nett loss of 
Rs. 24'9 lakhs for 61 mills as against Rs. 43'61akhs in 1929. We
desire to emphasise that, for the purpose of determining the claim 
to protection, consolidated balance sheets showing the average· 
position of the units engaged in an industry are not necessarily 
conclusive evidence. If losses are incurred on a large scale by 
obviously inefficient mills, the average position of the industry 
may' appeal' in a worse light than is justified by the facts. From 
the c1etailed analysis of the financial position of 68 mills for 1931 
subniitted to us by -the Bombay Millowners' Association we find 
that 36 mills made profits before setting aside depreciation, of 
which in the cuse of 24 the profit was insufficient to cover deprecia
tion at income-tax rates. In the case of the remaining 12 the total 
profit after depreciation amounted to Rs. 16'7 lakhs, of which three
mills belonging to one group accounted for Rs. 11'1 lakhs. The 
position at Ahmedabad as judged by the figures of 1930 is a great 
deal better. 49 out of the 61 mills showed profits before setting 
aside depl·eciation. Allowing for depreciation at income-tax rates, 
38 mills made profits amounting of Rs. -34'29 lakhs. These mills. 
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however surrendered during the year managing agents' commission 
totalling Rs. 2·57 lakhs. Taking the nett profit. of the 38 
mills at Rs. 31·72 lakhs, it represents an app.roXlmate. average 
}'I!turn per mill of less than 4t per cent. on the .pald up c.apltal pl~s 
the reserves invested in the block. On the paId up capItal only It 
I'epresents a return of approximately 12-1 per cent. Since in the 
case of Ahmedabad mills only a small proportion of the fixed capital 
expenditure is financ~d by. share capital, the rate of return ~!cu
lated on paid up capItal WIll not accurately represent the posItIon. 
These financial results, in a year in which for 9 months protective 
duties were in force, show that even at Ahmedabad the withdntwal 
of protection will have serious adverse consequences, which may 
however l,e mitigated if there is a general rise in the ilevel of 
wholesale prices. Our conclusion as regards the second condition 
()f the Fiscal Commission is based primarily on our examination 
()f the co~ts of representative mills, and we refer to the consolidated 
balance sheets only for the purpose of showing that the conclusion 
we have arrived at independently appears to be confirmed in the 
main by th~ general statement of the financial results at the two 
nlost important centres of production. If there were no protective 
duties, even assuming the continuance of the swadeshi movement, 
it seems to us a valid deduction as regards the bulk of the industry 
that no surplus would be forthcoming for financing extensions and 
improvements. . 

113. It wus ..()bserved by the Tariff Board in 1926-27 that the 
Jl.'pression in the cotton textile industry was felt more acutely in 

Position of Bombay as 
affecting other centres 01 
production. 

Bombay than in other centres. This state
ment is 8S true now as when the Board 
reported. Although the demand for protec
tion has been pressed before us by other 

('entres besides Bombay, it is obvious that the need for assistance 
is greater in Bombay than elsewhere. The protective measures 
introduced by the Cotton Textile Industry (Protection) Act of 1930 
'had in view particularly the condition of the industry in Bombay 
and were meant to provide 8 temporary shelter for the Bombay 
mills. In deciding whether a claim to protection has been estab. 
lished by the Indian cotton textile industry, it is necessary to take 
into account the fact that the need for assistance is not felt equally 
keenly in all the centres where it exists.W e feel however that 
even if it were established that the need for assistance was confined 
10 t?e Bo~bay mills, tl~e case for pro~ection would still require 
('onsHleraiIon. Bombay IS the largest smgle centre of production 
and re'presen~snearly 40 per cen~. of ~he total production of piece
goods III IndIa. The usu~~ practIce '!~th regard to sales in Bombay 
~s to sell large qu~nhtI~s of theIr bul~ lines of piecegoods at 
Intervals through theIr sellIng agents, whIch are then distributed 
amongst d~alers from the different consuming centres up country. 
It. necessa1'lly follows that any reductions in prices which Bombay 
mIlls may be compelled to make will have an immediate reaction 
'l1pon the level of pric.es throughout the main consuming centres. 

E2 
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The effect of continued depression in Bombay will, therefore, not 
he confined to :Bombay but will be felt at every centre of production. 
The unique position of Bombay in the Indian cotton textile
industry make its difficulties a matter of concern to the whole· 
industry. Apart from the influence which the prices at which: 
goods are sold by Bombay mills necessarily exert on the general: 
[evel of prices in the market, it must be borne in mind also that, 
if a serious decliil.e in the production of Bombay mills. occurs as· 
the result Of withdrawing the protective duties, the immediate· 
result will be a substantial increase in imports, especially from 
Japan. Indian mills are not in a position to adapt the scale ot" 
their production to the varying requirements of the market with 
the flexibility and quickness which characterise the Japanese
industry. The practice of double shift working which is universal' 
in Japan is one of the most important causes of this difference. An· 
interesting illustration of what may happen under such circum
stances is afforded by the figures of Indian production and of 
imports from Japan during and immediately after the strike of 
1921-28 in Bombay. The average production of Bombay mills in 
1928-29 and 1929-30 wall 113 million yards as compared with 1131 
in 1921-28. There was thus a reduction in output of 418 million· 
,Yards as the result of the strike. During the same period there wall' 
ail. average increase of 218 million yards in the production of other
Indian centres, while the average increase in imports from Japan 
was 13.1 million yards, as compared with 1921-28. Other Indian 
centres therefore supplied 52 pet cent. and Japan 33 pel' cent. of' 
the deficiency in the production of the Bombay mills. The figure& 
stated in this form do not, however, bring out the significance of 
what took place. The increase in the production of other Indian· 
centres represented only 18 per cent. of their production in 1921-28;. 
while the increase in the imports from Japan represented 42 per
cent. of its imports in 1921-28, suggesting a much higher degree of 
adaptability in the'case of Japan. The position would probably
have continued to develop enn less favourably to Indian mills but 
for the protective duties introduced in 1930 and the influence of 
the swadeshi movement. 

'114. l1nder the policy of protection outlined in the Fiscal Com.,. 
mission's Report industries for which a claim to protection can be 

. ordinarily established, are young and rela-· 
Recent 

technical' 
Japan. 

advances ~D tively undeveloped industries which cannot 
progress ID be fully developed in face of competition from 

well established industries in other countries .. 
But the, Fiseal ,Commission recognised that an industry may,. 
also stand in need of assistance" as a result of some temporary 
deterioration or atrophy". and that an industry might receive pro
tection at any st.ageprovided the second condition is fulfilled. 
The causes of the deterioration which haa occurred since the war
in the positipn of the cotton textile industry in India. have been 
ably analysed in the repottof t.he Tariff Board in 1926-21. Sinc&, 
then t~·o developments have occurred.. The first is the rapid ad
vanee made by the Japanese industry in recent years in technical 
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efficiency. Tbil ia partly the result of the general adoptian of the 
warp ltop motion on looms by the mills represented by the big 
combines, resulting in a large reduction in the number of hands 
per loom. It il partly also the result of the more extensive use 
of automatic looms, rendering mass production of standardised 
goods a growing feature of. the industry. The difficulties which 
have beset the Indian industry since the war, for some of which 
It is itself responsible, have seriously curtailed its competitive 
rower, in face of the rapidly increasing efficiency of the Japanese 
Industry. Thil development cannot, however, in one sense be 
regarded as "a temporary deterioration or atrophy" because, as 
we have already pointed out, the general conditions which differ
entiate India from Japan in respect of labour efficiency are likely 
to persist. But, although it is not essentially a temporary factor, 
we think that the comparative suddenness. with which its later 
phase. have oecurred deserves to be considered in examining the 
claim to protection. If the Indian industry is granted protection 
.0 as to enable it to set aside sufficient sums for depreciation, the 
present severity of the competition arising from this factor ~ay 
be mitigated. . . 

115. The other caulle which has affected the position of the 
industry since the Tariff Board reported is the general economic· 

Etc 1 I 
depression which began in the ~atter part Qf • 

eelR 0 genera 1999 d h d ltd ,1 11 "COnomic depression - . an as a verse y reac e on neal y a 
. industries. The purchasing power of the. 

consumer has been so seriously reduced that demand has fallen 
oft and prices have had to be cut substantially. From the history 
of yarn prices published recently by the Manchester GuardiO!f!, 
Commercwl, we find that. price of 20s water twist on October 
lst, 1929, was 15 pence per. pound· while on September 1st, 1931, 
it stood at 7t pence showing a fall of 52 per cent. The price of· 
cotton (American Middling) at Liverpool in the same period fell 
from 10·07 pence to 4'02 pence, showing a fall of 60 per cent. 
Assuming the price of cotton asa I'uIe to he not iu exce'lS of 60· 
per cent. of the cost of yarn, the fall in the price of yarn indi.-' 
ca~d by this figure appears to he ('onRidera],ly mOl'e than is justi
fied by the fall in the priee of cotton during the period. In! India. 
taking the figures in the Calcutta wholesale index number we find 
that during the period October 1929-August 1931 cotton manu
factures fell from 158 to 118 registering a fall ()f about 25 per 
c.ent., while raw cotton fell from 139 to 71 or' 49 per cent. As 
far as may be judged from these figures,. the fan in the price of 
cotton manufactures in India during the period of depressiol: 
approximately corresponded to the fall in the price of cotton. The
introduction of protective duties early in 1930 appears, therefore, 
h have had the effect of preventing the general depression from 
being reflected in the prices of cotton goods except indirectly 
through the price of raw cotton. The average index number of 
all cominodities declined from 140 in October 1929 to 92 in August 
1931 or 10 per cent. more tlian cotton manufactures. The drop 
in the prices ofaJ!Ticultural. commodities, hall be~n considerably 
grt'llter than thifi. This disparity between the fall in the pUl'chas-
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ing power of the population and the fall in the prices of cotton 
~anufactures\ should in the ordinary course of things be reflected 
III a reduced demand for cotton goods. The combined demand for 
Indian and imported mill made piecegoods feU ·from 3,992 million' 
yll;rds in 1929-30 to 3,453 in 1931-32, The production of Indian 
mIll made goods however showed an increase from 2,419 million 
y.ards. to 2,990.. The fall in demand,' therefore, was confined en
tIrely to imported goods and was much greater in respect of imports 
from the United Kingdom than from Japan. The former fell from 
1,248 million yards to 383 against a fall in the latter from 562 
to 340. It follows, therefore, that the fall in purchasing power 
as compared with the prices of cotton goods had no effect on the 
demand for Indian made goods. This is explained partly by the 
fact that the general fall in purchasing power naturally led to· a 
diversion of demand from high priced to low 'priced goods; thus 
favouring the Indian industry; and partly also by the intensity of 
the swadeshi movement during the period. The nett effect was, 
therefore, that the. influence of the general depression in respect of 
the fall in prices as well as in demand was felt comparatively less 
by the Indian industry. The protective duties played an important 
part in this and if the duties are withdrawn before the period of 
depression is past,. there will be a serious setback as far as the 

'Indian industry is concerned. 

116. Apart from these two factors making for a "temporary 
deterioration or atrophy" in the position of the Indian industry, 

U f ' ft' there is also the factor of unfair competition 
n au' compe lion. to which many applicants have referred. 

We do not think that as far as labour conditions in Japan are com
cerned, the allegation of unfair competition can now be justified. 
Night work has been abolished in Japan since the 1st of July 1929 
and as a matter of fact it had been given up by many mills before 
that period. The main basis of the present allegations regard
ing unfair competition is the recent depreciation in the exchange 
value of the yen. This question has been dealt with in our report 
last August regarding the grant of additional protection to the 
cotton industry. Whether this factor will continue to operate to 
the disadvantage of the Indian industry is a matter which we 
reserve for discussion in the Chapter dealing with our supple
mentary proposals. Here we are concerned mainly with the claim 
of the Indian industry to substantive protection and will therefore 
confine ourselves to matters J'elevant to that issue. 

117. The third condition of the Fiscal Commission requires 
that an industry which claims protection must be one which will 

. .,' eventually be able to face world competition 
"Thn'd cond.ltl?n of the without protection. It will be apparent from 

E Iscal CommiSSion. d" f h t' d' b'l' our lSCUSSlon 0 t e com para .Ive Isa I 1-

ties of the Indian industry that unless under such items as the 
cost of labour very substantial l'ed?ctions are ~ffected, ~here is 
little hope of the Indian industry bemg a~le to dIspense WIth pr?
tection in the near future. In making thIS statement we have III 

mind t~e majority of the Indian mills under existing conditions. 
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Taking the average extent of assistance which we have estimated 
for. each principal class of cloth in Chapter V the ad valorem 
equIvalent as calculated on nett realised prices works out at 50 
per cent. for plain grey, 43·9 per cent. for bordered grey, 31·5 per 
eent. for bleached and 40 per cent. for coloured piecegoods in 
those lines in which foreign competition is now keen. These 
figures are the averages of several mills conforming to the minimum 
Htandard of efficiency assumed by us. In the case of the large 
number of mills which fall below this standard, the degree of 
assistance required will be much greater. If a reduction of 15 
per cent. in labour cost and of 7t per cent. in the various standing 
charges ill eHtimated, whieh we should regard as reasonably possible 
under existing conditions, and further if the additional cost on 
account of recent duties on materials and machinery is left out, 
the duty required for plain grey goods will be reduced by 14 per 
cent., for bordered grey by 13 per cent., for bleached by 15 per 
cent. and for coloured by 7 per cent. If a normal revenue duty 
of 15 per cent. is assumed, the excess of duty required will be 
21 per cent.. III per cent., 8 per cent. and 18 per cent. 
respectively. It is unnecessary to labour the point that unless 
there is greater progress than we can foresee, it is impossible -to 
state difinitely at what peJoiod the bulk~ of the industry will 
be able to dispense with protection. 

118. Before, however, a final decision on this question is arrived 
at, there is another aspect of the case which it is necessary to con

A high standard of 
efficiency already attained 
by individual mills. 

sider. The average costs which we have 
taken into account are of those mills which 
may be described as good second class mills. 
The first class mills which we have 

excluded from our investigation of costs represent about 
10 per cent. of· the mills in Bombay and a, larger pro
portion in Ahmedabad. As far as these mills are con
cerned, we believe that while a few are even now in a position 
to dispense with protection, in the majority of cases sufficient pro
gress can be made before the expiry· of the period of protection to 
enable the mills to dispense with any assistance other than that 
afforded by a moderate revenue duty. There. is also a certain 
number of mills e'7en in the class we have investigated whose costs 
are considerably lower than the estimated average. For example, 
we find that there are three mills, all of them situated at Ahme. 
dabad, whose costs of plain grey cloth will enltble them on tht> 
economies we have indicated to earn a normal return on capital 
with a revenue duty of not more than 15. per cent. Similarly, in 
bleached goods there is one Bombay mill which with probable 
economies should be able to dispense with any assistance other 
tban that of a normal revenue duty. Again, in coloured goods 
the cost of another Bombay mill and of one of the upcountry mill" 
are sufficiently below the estimated· average to justify us in con
sidering that protection may become. unnecessary within a reason
ably short time. 

119. Our examination of the position of the cotton· textile 
industry leads UB to. think that the real purpose that protection 
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will serve IS by ensuring a stable returr. and security 
from foreign competition to enable the 
more efficient mills in the country to Ullder" 
take further development and exten
sion and thereby create more active 

Protection as a neces· 
sary means of stimulating 
internal competition. ' 

competition within the country. The sense of insecurity 
which results from existing conditions of trade prevents such deve-' 
lopment or extension. The stimulus to improvement which arises 
from external competition, especially when it takes I!O acute a 'form 
as at present, is nullified by the feeling of insecurity which it 
brings with it. ~rhe existence and progress of the Indian cotton 
textile industry, which as we explain later, are matters of national 
importance, require not ihat competition should be removed but 
that foreign competition should be replaced by internal competi
tion. The efficiency already attained by a small number of mills 
in the country will, if sufficient security is granted, gradually raise 
the general standard of thEl industry partly by stimulating the 
average mills to further effort and partly by the weeding out of 
the less efficient ones by means of internal competition. The fact 
that within a. definite and measurable period of time we cannot 
predict that the Indian cotton textile industry will be able to dis
pense with protection is not a sufficient ground for rejecting the 
claim made by the industry. for the possibilities of improvement 
under internal competition safeguarded by protection may be greater 
than it is possible to calculate on exist,ing, data. It is necessary 
in a matter of this' kind to take long views and to consider the 
question in the light of the national interests which are bound up 
with it. 
, 120. In discussing the third condition, we have assumed that 
the level of prices will remain as at present. The future course 

, . 'of prices is a matter regarding which no fore-
POSSIble a~slSt!,nce from casts can be made in view of the com~lexitl' 

a general. rIse In whole- ., h . I . 'I 
sale prices. and uncertamty of t e factors mvo ve '. ' , 

however, it is assumed that the /?enerallevel 
of wholesale prices will be restored to the level which prevailed 
in the middle of 1929. there will be an increase in the prices of 
cotton piecegoods in India by 40 per ('ent. as (,oUlp~U'ed with 
present prices. 

Cotton manufactures--
July, 1929 . 160" 
August, 1932 • 114" 

Under the sam~ conditi~ns the increase in the pri~e of raw cotton 
will be 34 per cent.

July, 1929 . loll" 
August, 1932 105" 

If the prices of stores and other materials rise in proportion 
indicated bv "Other raw and manufactured articles" in the 
Calcutta index number, the increase will be 40 per cent.-

July, 1929 . 140* 
Aug.st, 1932 96* 

.. Calcutta Wholesale index number, 
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Taking' the average cost of cotton approximately at about 35 
per cent. of the fair selling price and of stores at 10 per cent .• 
there will be an increase of 161 per cent. in the average fair selling 
price on account of the rise in, the cost of materials. Setting off 
against this a rise of 40 per cent. in the price of piecegoods and 
assuming the preseat. fair selling price on an average to be 43 
per cent. higher thaathe current Jealised price less duty. we 
estimate that a general l'isein ,the .level of wholesale prices to 
that of 1929 will -enable the industry to dispense with about one
fourth of the measure ·of ,protection now proposed. In this cal
culation we have not :all811Illed 8ny ,increase in the cost of labour 
and power, since we consider on a reasonable estimate of .probable 
economies that not .menly .could an :increase 'be avoided but a 
reduction in the cost per unit of output might be ·efl'ected in spite 
of a rise in the general level of prices. 

121. We may now summarise our conclusions regarding the. 
extent to which the cotton textile industry fulfils the conditions 

CI ' t t' laid down by the Fiscal Commission. We 
h .. ld~lm to pro ec Ion up, consider that the first and second conditions 

. are substantially satisfied by the industry. 
As regards the third condition we are unable on the present data 
to state definitely at what period the industry would be in a posi, 
tion to dispense with protection. But we do not consider that this 
is a sufficient ground for holding that the third condition is not 
fulfilled. The fact that there is a small proportion of mills which 
have already reached a high standard of efficiency indicates the 
possibility of & substantial improvement in the general positiou 
of Indian mills. This possibility will be hastened by internal com
petition following the grant of adequate .protection. A rise in the 
general level of wholesale prices will be another factor which may 
contribute materially to the improvement of the :financial position 
of Indian mills. In view of ·these 1l0ssibilities it will be against 
the public interest to withhold llrotection on the ground that no 
d.,finite estimate can be made at present of the period within which 
protection will be rendered unnecessary. This conclusion is greath 
strengthened by the existence of important national interests which 
are bound up with the cotton textile industry. 

122. We now proceed to examine the important national in
terests which are dependent on the cotton textile industry and 

which give it .its primary claim .to protee
. Grounds of national Hon. In their representation submitted to 
:,rn;,n:;1~~0J:~ Employ- us in .th~s enquiry the. Bombay Millowners' 

ASSOCIatIOn rest. theIr case for ·protec
tion principally on this ground. We believe there can be 
no doubt that the cotton textile· industry has an excep
tional Claim to public support in view of the important 
national interests which it represents. The average daily number 
of persons employed in cotton mills iIi India in 1929-30, including 
mills in British India and in the Indian States, was 614,039.· The 
jute industry which employs the next largest complement of labour 
shows in 1929-30 an average daily number of 343,257. Allowing 
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for ~heproportion of 'Women and children employed, the, total 
~um~er of perso~s dependent for their livelihood on the cotton: mill; 
JDd~stry may be. estimated approximately at It millions. To this' 
~ust be, adde~ thenum~er of people who are dependent on t~e 
hall~loo~ sectton of the Industry. It would he seen from the diS-' 

,,:u,sslOn. In. C~apter VIII that thet?tal pop~lation who depend: 
for th~~r, hvel~hood on the handloom mdustry'ls not less than, twO' 
and, a half, IlliUiQns and may be as high as ten millions.' The' 
~~tep~al ,. c9mpetitio~, to" .which the textile industry in ltldi:\ is: 
ex,posed:,lffef.!ts thehandloom,weaver equally with the mill industry 
~nd,t4e- neeq: for. pJ;otection arisElB as much iii the one case as 
In . tlie . o!her., ',l'4~ . r,eports which we have received from Directors: 
of In4ustl"ies ,tp,roughout the country emphasise- the danger to thE" 
handlo~m industry from the' severe competion of imported piece
goods. It is true that nearly 80 per cent. of the cloth woven on 
handlo0l11s is of counts below 20s of which the proportion of im
ports is at present negligible. But it is generally admitted that 
the prices of the different classes of cloth interact upon one another 
and that a fall in the price of cloth o( fine and medium counts exerts 
a depressing influence on that of lower counts. We estimate that 
about 40 per cent. of all the cloth produced in India fI'Om counts 
20s ,and below is produced on handlooms. The severe intema! 
competition which exists in the production of this class of cloth 
tends to reduce the prices realised by the handloom weaver to an 
uneconomic level. This tendency is accentuated when the pressure 
of external com,)etition on the prices of higher classes of goods 
reacts on those of the lower. ' In higher counts the handloom weaver 
specialises in the production of cloths containing artistic features 
not, easily reproduced on machine made cloth. But although there 
is in' many. cases a marked preference for hand made cloth of this 
.description, a large disparity in price between the handloom 
Ilroduct and imported machine made cloth with fancy designs 
considerably reduces the market for the former. This tendency is 
now' seen speCially in respect of artificial silk goods, the extra
ordinary cheapness of which ill having' a marked effect on the 
demand for the finer class of handloom products. The tenacity 
with which the handloom industry has held its ground and the 
wide field which it still occupies in the rural economy of the country 
make it a matter of national importance that it should be safe-
guarded. ' 

123. The amount of capital invested in the cotton mill industry 
in India is a consideration which is as important as the number 

.. of persons employed by it. The figures for 
(1,1) Employment of 1929-30 in the Statistical Abstract for British 

capital. . d' h d 'd 't I d d be In la s ow un er p31 up capi a an e n-
tures a total rupee capital of approximately 45 crores, taking both 
British India and Indian States. This however does not take into 
account the vast amount of capital invested in the form of loans 

• 'Statistical Abstract for British India, 1932, pages 723-724. Tbe figureb 
shown at page 743 are lower but even on these figures the argument is Bub
-li:tantially justified. 
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and deposits. .A. rough idea of the value of the total investments 
in the Indian cotton textile industry may be obtained by taking 
the aggregate production in Indian mills in 1931-32 and applying 
to it the rate of capitalisation at present values per unit of pro
duction, which we have adopted for determining the fair selling 
price. On this basis, including working capital, '\Ve estimate the 
total capital invested in the industry at not less than 80 crores of 
rupees. This represents at current rates of interest a potential 
contribution of nearly 4 crores a year to the national income. 
. 124. Another -factor which contribute~ to the national import
ance of the cotton textile industry is its bearing on the interests of 

( "~ 0 I I d' the cotton. cultivator. To o.ur que~tion 
cot::~ ut et for D laD whether a decline in the output of the Inclian 

mills will adversely affect the Indian 
cultivator of cotton, the Indian Central Cotton Committee 
have replied that it will ce<rtainly do so in regard to 
cotton from 111 to 1" .. because the export demand in re
gard to such cotton is entirely dependent on its cheapness in com
parison with American. What ensures a' reasonable price to the 
grower of such cottons is the Indian mill demand. This was clearly 
brought out during the season 1926-28 when large quantities of 
cheap low grade American cotton were imported to replace Indian 
cotton. The position therefore is that it. part of the Indian cotton 
crop, varying from 1 to 2 million bales will, if not taken up by 
Indian mills, be dumped on the export market and thus depress it. 
lt can therefore be presumed that a decline in the output of Indian 
mills will adversely affect the price of Indian cottons of 1/1 to 
1/1 staple. Past experience also shows that in time of strike in 
the mills in Bombay and Ahmedabad, the general tone of the 
bome markets has not been altogether wholesome, In regard to 
cottons below 1/1 there is also a danger of such an adverse effect 
taking place when a short output of. Indian mills coincides with 
"n increase of short staple American cotton due to deterioration". 
The Committee of the East India Cottan Association, to whom also 
we addressed this question, have expressed substantially the same 
opinion. With reference to the danger to the cotton cultivator 
which may arise when a decline in the output of Indian mills coin
cides with a disturbance in the price parity between Indian and 
American cotton, it is worth while pointing out that during the 
past twelve years such a disturbance has occurred thrice--in 1920, 
1926 and 1931. Mr. J. A. Todd in a recent article in the Times 
Trade and En.qineering Supplement· 'n~tes: . II the curious fact 
that since the war there has been a prOVIdentIal tendency for the 
Indian crop in critical years to go the opposite way to American " . 

. The effect of this II providential tendency" however on the Indian 
cultivator may prove the reverse. of wholesome, .as poin~ed out by 
the Indian Central Cotton CommIttee. In asseSSIng the Im"l'ortance 
to be attached to this factor, it is necessary also to bear In mind 
that in normal times cotton is the most valuable commercial ClOp 

in the country. 

• May 21, 1932. 
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19:-W"''I) llE1 ~ ~r.i :~ r""': N 
125. A fourth factor which gives the cotton textile industry a 

special claim to consideration apart 
(iv) Connection ' of f th . d h' h 

llombay Presidency with· rom . e .econ0lIl:lC .groun s on .w I.C 
the cotton industry. protectIon IS ordmarIly granted IS m-

, dicated in a . letter addressed to us by the 
Government of Bombay from which we quote the following 
extract:- . 

.. Any recommendations affecting the mill industry that 
may be made on strictly economic grounds are bound ultimately 
to react on the general position of the labouring classes in cities 
and particularly in the city of Bombay. The problem of un
employment is clQsely connected with Questions of public order, 
and it is certain that no final decision can be taken by· the 
Oovernment of India which doel; not take full account ()f this 
aspect of the question." 

The life of the Western capital and province of India is so 
closely bound up with the cotton textile industry that any sub
stantial decline in its fortunes will have serious reactions in many 
directions. We do not ignore the fact that a keener realisation of 
this obviouli truth by persons whose interests are closely identi1ied 
with Bombay might have saved the industry some at any rate of 
the troubles from which it has suffered during the past two yeal·s. 
The Bombay section of the cotton textile industry which is perhaps 
less able than any other section to withstand the losses due to 
interruption in business has seriously suffered from the constant 
disturbance which has recently marked the financial and commer
cial life of the city. . If we ask the rest of the country~as we 
unhesitatingly do-to take into account in considering the claim 
of the cotton textile industry to protection the very important 
place which it holds in the economic and social life of Bombay, 
we do so in: the hope that the burden thrown on the country will 
not be unnecessarily prolonged 0'1' rendered, unnecessarily heavy by 
the action of its 'own citizens. 
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The Scheme of Protection. 
126. It is ~enerally admitted that specific duties are a more 

:appropriate form. of taxation where taxes are imposed for pro-

S 'fi d' . tective purposes than ad valorem duties. 
peel c utl88 more Th t f t t' . db' "'ppropriate for protectioD e amoun 0 pro ec Ion receIve y an In-

·than tJd tJalonm dutiea. dustry under a system of "ad valorem duties 
tends to diminish when there is a fall in 

the prices of imported articles. On the other hand it is when a 
fall occurs in the prices of imported articles that the need for 

• protection is greater. A simple example will I)lake this clear~ 

TABLE LVIII. 

IDdian Import Import Protection f"'ir price at Protection Ad valo- pri,e at Protection at 25 per Belling date of granted. rem rate. aubseqU!)Dt requll'od, 
price. protectiOD, date. ceDt, 

-
AIIII&B. Annaa. Annas, PeroeDt. ADDU. AnDas. ADDas. 

liS '2 3 25 19 6 III 
I 

Similarly when there is a rise in the prices of imported articles, 
,an ad valorem duty tends to increase the amount of protection to a 
level higher than what the industry requires and consequently to 
place on the consumer a heavier burden than is justified. Generally 
speaking therefore it is correct to say that from the point of view 
alike of the industry and of the consumer, specific duties constitute 
·a more suitable form of protection than ad valorem duties. Ad 
valorem duties on the other hand are a more equitable form of 
taxation for revenue purposes since their incidence. is higher at a 
period of rising prices and lower ata period of falling prices. 
Under the conditions prevailing in lndia where foreign trade is 
centred in a few large ports which also contain the most important 
markets in the country, the administration of ad 1falorem duties 
presents probably less difficulties than in other countries. The 
general prevalence of ad valorem. duties in the Indian Tariff Sche
-dule is explained by the fact that the Jndian tariff is mainly a 
revenue tariff. The practice of fixing a· tariff valuation for im
ported articles as a basis for the assessment of ad valorem duties, 
which is a general feature of Indian customs administration, has 
the effect of converting ad valorem duties into specific duties for 
the period for which such 'Valuation is fixed. But since tariff valu
-ations are revised annually in accordance with fluctuations in prices, 
the fixity afforded by this system to a protected industry is too 

( m ) 
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l'estricted to 00 of any practical use. It is noteworthy that the
practice of tariff valuation is not adopted with regard to cotton. 
piecegoodtl, obviously for administrative reasons, and therefore 
even this limited degree of fixity is inapplicable to a protective tariff 
for the cotton tex~ile industry if based on ad valorem duties. 

121. In the case of every industry to which protection is granted" 
it is. necessary, as far as circumstances permit, to provide that the

measure of protection is maintained during 
Causes leading to fall a period of falling prices. A fall in the

in import prices. 
prices of imported articles may occur in 

various ways. It may occur as the result of reductions in the cost 
of manufacture in the exporting country, due to increased efficien<;y 
and economies in methods of production. It may occur also-and. 
this happens frequently when protection is granted to an indigenous
industry-as the result of special measures adopted in exporting 
countries for meeting increased competition. Such measures may 
take the form of a ·reduction or elimination over short periods of 
the overhead charges and profit included. in: the price of the
article. Where the industry in the exporting country is highly 
organised and operates over a wide field, comprising several export. 
markets, it is usual for the industry to arrange a system of price
discriminations according to the intensity of competition met with. 
in each market. In the case of lar,;e combines and amalgamations, 
this is a recognised method of meeting competition in foreign; 
markets. Where the home market in the exporting country is
protected by means of high tariffs, it is a general practice for export 
prices to be fixed at considerably lower rates than the internal 
market price. In addition to these well known devices for meeting 
compl,tition, substantial reductions in export prices may occur alsO' 
as the result of exchange depreciation. Over and above all these
factors of an individual or local character, world wide monetary 
causes may bring about a fall in the general level of prices affect
ing every industry. The prices of cotton goods in India in recent 
years have been influenced in varying degrees by most or all of 
these causes, and to that extent the protective effect of the ad 1,alo
rem duties introduced in 1930 has been curtailed. 

128. A decline in the general level of prices affects not merely 
the prices of finished goods but also those of the materials used in 

. manufacturing them. A reduction in the-
~ffect of fall In the cost of production due to a general fall in 

pnce of cotton. the price of raw materials benefits both th(' 
foreign and indigenous indul'tries. It may therefore be supposed' 
that, where a decline in the price of imported goods occurs as the 
result of a general fall in the price of raw materials; an ad valorem 
dutv will not necessarily reduce the protection afforded to the 
indigenous industry. That an ad valorem duty will operate less 
to the disadvantage of the loca I industry when the fall in the price' 
of imported goods is due to a I!'eneral fall in the price of raw mate
rials may be admitted. But aJthough the disadvantage is less than 
in other cases, it may often be eufficiently great to render the dutJ~ 
ineffective for the purpose of protection. In tIle case of the cottOl}f 
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textile industry the principal materia~ is raw cotton, the price of 
which until recently showed a steady decline in every country. 
The market price of cotton goods responds instantaneously to the 
prevailing price of raw cotton, and therefore a decline iii ·the latter 
ilxerts a corresponding inHuencp on the prices of cotton piece~ 
goods. In a declining'markE-t this involves the manufacturer in 
loss, because the current price of raw cotton, on which the price of 
his finished goods is based, is lower tnan the price at which he 
purchased the raw cotton from which the goods have been manu
factw'ed. The position of tILe' Indian manufacturer however. is 
no worse in this respect than that of the .foreign manufactu,rer, 
and, since the disability may be preswned to be equally great in 
the two cases, the balance' of advantage may appear to remain un" 
affected. But the fall in the price of imported goods reduces the 
amount of revenue paY!i-ble by the importer under ali. ad valortwt 
.duty, and the protection dE-rived by the Indian industry is thus 
reduced at a time when 10llses are incurred by the J:)1anufacturel' 
in a falling market. The position may be illustrated as follows:-

1'A:8LE LIX. 

Indian Import Indian fair Protcc. 
fair Import Protection selling price at Protec. tion at - selling prioe. granted. price at au bee· tion 25 per quent required. price. subsequent date. cent. 

date. 

------(-

Annas. Annas. Annas. . Annas. Annas. AnnM. 

.<Jotton 

0' ' 
7 .. I) 5 .. .. 

-Other charges • 8 5 ,. 8 5 .. .. 
------ ---

Total • 15 12 25 percent. 13 10 3 2l 
(3 annnas) 

~ 

129. An examlllatlOn of the figures of Imports from Japan 
Trade figures iIlustrat· since 1929-30 will indicate the relative in

'ing, the effect of specific effectiveness of ad ~'alorem duties from a pro-
dubes, tective point of view- . 

TABLE LX. 
·Classes oj goods to which the minimum specific duty is applicable. 

1929·30 1931.32 Increase + 
- in 1,000 in 1,000 or 

yards. yards. Reduction -. 

Plain Grey · . 336,1I3 132,587 -60 per cent. 

'(;Oloured Woven . 74,1l0 17,466 -i6 per cent. 
---- ._- ----

410,223 150,033 --63 p€'r cent. 
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TABLE Lxl. 
i, . II i 

Classes oj goods l'iable only lo the 'ad valorem duty. 
- -~~ .. ~ ... --

1929·30 ' 1931·32 lncteaae'+ - in 1,000 'in 1,000 or 
:vatds• yards. Recluction ~. 

''''L"' I 
) 

BorderdGl'8y 67,58' 52,629 -9 per cent; 

White 'bleached • . '13,880 '59,820 +330 per cent. 

Ptinte4 62,540 4,8,54,0 --8 per cent. 

Dyed . 27;61l 28,662 +Il- per cent.' 
~-'-'-"-', ~~ 

151,624 '189,601 +25 per cent. 

The increase in the imports of artificial silk piec'egoods from Japan,. 
in spite of a duty of 50 per cent. introduced in September 1931,. 
may also be cited as evidence of the comparative ineffectiveness of 
ad valorem duties as a method of protection. The quantity of 
piecegoods made entirely of artificial silk imported from Japan 
rose from 22' 56 million yards in 1930-31 to. 73·31 million yards in: 
1931-32. ,The figures shown for 1930-31, however, represent only 
imports for 7 months. Allowing for this, the increase in imports 
from Japan was nearly 90 per cent. 

130. It is obvious from these consideratiJns that if it is decided 
to grant protection by means of tariffs to the cotton textile industry, 

. . . it should be given in the form of specifiC" 
OhJectlOns to speCific duties if the protection.. is to be really effec

duties considered-Effect tive. The question of substituting a system 
on revenue. 

of specific duties for the existing ad valorem 
assessment of cotton piecegoods was examined by Mr. G. S. Hardy 
in 1929. His report contains a detailed statement of the difficul
ties which are likely to be encountered in substituting specific for 
ad valorem duties on cotton piecegoods. In our 'examination 'or 
this question we cannot .do better than take Mr. Hardy's report 
as our starting point and consider how far in the light of the 
difficulties pointed out by him a suitable basis for a system of 
specific duties may be devised. One of the difficulties mentioned 
by Mr. Hardy' is the possibility that under a system of specific
uuties the revenue derived by Government from the duties on cotton 
piecegoods may be seriously affected. Under his terms of reference
Mr. Hardy was not required to consider specifically the question of 
granting protection to the industry, but only to report what changes 
had taken place since the Tariff Board reported in the volume or 
imports, the classes of goods imported and the extent and severity of 
external competition. The ~uestion o~ protection, however, is the 
main issue before us, and It necessarIly follows that, under any 
system of duties which we may propose, a substantial reduction in 
the revenue derived by Government must be reckoned with. If a 
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prote~tive duty really serves its purpose, "it must result ina curtail
ment of imports and consequently a reduction in the revenue yielded 
by it. The objection that revenues may be affected by "&system 
of ipecifie duties does not therefore possess the !lame validity in ,an 
enquiry which is solely concerned with the question of granting 
protection 88 it did in Mr. Hardy's pnquiry. Nevertheless we 
cannot entirely ignore this aspect of the case. Weare required 
under our terms of reference to examine our proposals for the pro
tectionof the industry in the light of part (b) of the Resolution 
adopted by the Legislative Assembly on the 16th February 1923-
This pai'~raph which definitely refers to the'depelldence of Govern
ment fol' Its revenues on customs duties requires that the Board's 
proposals, while 'based primarily on the requirements of protection, 
should at the same time prevent any unnecessary loss of revenue to 
Government. Specinc duties result in loss of revenue 'Principally 
by reason of ,the fact that, in the class of goods to which a specific 
duty applies, the more expensive goods might under an ad 'Valorem 
rate be chargeable with a duty higher than the specific duty appli
cable to the class. In such cases, the loss in revenue is not justified 
by any considerations of protection. The Board has often been 
faced by this question in previous enquiries, and the method usually 
adopted by it for meeting this difficulty is to apply the specific duty 
as a minimum duty combined with an alternative ad 'Valorem duty 
at a rate not lower than the normal revenue rate. This has the 
effect of providing the industry with the amount of protection 
required by it while at the same time saf~guarding revenues. 1£ it 
is decided to grant protection to the cotton textile industry by 
means of specific duties, this is obviously the most suitable form in 
which to provide it. . 

131. An important question regarding specific duties to which 
Mr. Hardy has naturally devoted a great deal of attention is the 

probable difficulty in administering such 
Adminilltrativeaspect. duties at the Custom House. The adminis-

tration of specific duties is closely connected with the basis adopted 
for assessing them. Specific duties on cotton piecegoods may ,be 
assessed on weight, area, length, couI\t of yarn, Teed and pick,kind 
of weave or piece. The assessment may be based on anyone of 
these factors 01' a combination of two or more of them. From this 
point of view, the 9.uestion of assessment raises principally two 
points-(i)Is the baSIS of assessment adopted (lifficult to determine 
in the case of important classes of piecegoodsP (ii) Is a duty assessed 
on this basis likely to dislocate seriously the course of trade P 

132. As regards the first point, it is obvious that the simpler the 
basis of assessment, the easier it would be to determine it. A basis 

of assessment composed of two or more factors 
Weight a8 a basis of would be more difficult to determine and 

assessment. involve more labour than anyone of them 
taken singly. The object of combining different factors is to adjust 
the incidence of the· duty in such a way as to avoid the imposition 
of an unfair burden on particular classes of goods as compared with 
otherll. Taking the various single factors on which the assessment 
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.,()f specific duties on cotton piecegoods may be based, there' is 81 

.present only one which is employed in the Indian Tariff Schedule-' 
'l,iz., weight. Plain grey goods are at present liable to an a 
valorem duty subject to a minimum specific duty based on weig : 
Th.e system has been in operation for over two years, and what' et 
its defects in other respects as a basis of assessment, the w ght 
facto:r has at least the advantage that CustomHouses hav had 
. .experience in working it for a considerable period. This is a ,hong 
.arg-ument for extending t.he system of specific duties baied on 
weIght provided .its extension will not be opell to object.ions of a 
.decisive character on other grounds. An objection which has been 
urged against using weight as a basis of assessment is that important 
..classes of piece goods, especially grey goods, imported into' India 
are packed in bales aI,ld the checking of weight for customs purposes 
.would . involve in many cases the examination of billed ,goods by 
..cutting the hoops and opening them. As a matter of fact, plain 
grey goods wbich are now assessed on weight are almost invarIably 
packed in bales arid the checking of weight in their case ehould 
involve the same difficulty. Plain grey goods differ, however, 
.from bordered grp.y goods in that they are more or less standardised 
goods, while in the cage of the latter a bale may often consist of 
pieces differing in dimensions and in width and colour of borders. 
A specific duty based on weight may therefore in the case of 
,bordered grey goods result in loss of revenue, where as often 
ha,ppens the ad valorem rate of revenue duty applied to each class 
of goods in the consignment may yield more revenue. But if the 
-specific duty is combined' with an alternative ad valorem revenue 
.duty, the calculation of the specific duty on the total weight of the 
bale after allowing for tare and wrappings will not I'esult in any 
.loss of revenue because any shortage in t.he specific duty will for all 
practical purposes be made good by the enforcement of the ad 
valorc1IL rate. If t.he probable shortage in revenue may be avoided 
in this way, it does not appear to be necessary to open bales in the 
·case of bordered goods any more than in the case of plain grey 
goods. It may also be pointed out that a considerable quantity of 
bordered grey goods is already assessed on the basis of weight, 
:namely, bordered cloths with printed headings which till recently 
used to be imported in considerable quantities from Japan. An
-other circumstance which lessens the strength of the object.ion to 
the assessment of bordered grey goods on weight is that recent con
·signments seem to indicate that individual bales do not cont.ain 
the same variety of dimensions and quality as previously, and 
consequently the objections to -assessment on weig-ht in the case of 
'bordered goods as . compared with plain goods have greatly 
.diminished. Owing to ,the lack of demand and the increased 
duties, it apparently does not pay the importer now to deal in a 
wide range of sizes, with the result that the bulk of the imports 
now fall within the size of 9 to 10 yards in Calcutta and 8 to 11 in 
:Bombay. This is sig'nificant inasmuch as it suggests that the condi
-tions of import trade have adapted themselves to the chanO'ed 
-situation and t.hat administrative difficulties in regard to spe~fic 
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d.uties are pro~ably onlitr~nsitional. In the case o"f a long estab
lIshed trade like cotton plecegoods, difficulties of a transitional 
character cause proportionately greater inconvenience than in other 
trades and their importance therefore should not be minimised. 
At the same ti?De if on grounds of public necessity changes in 
c~stoms regulations are called for, the fact that temporary difficul

"tIes may be caused to the trade is not a valid argument against 
adopting such changes. 

133. From the point of view of customs administration, prob
"ably the most important difference between plain grey goods on 

Ad .. . d'/fi uI the one hand and most other classes of piece-
mmlstrattve I C - d th th . th t' h f h tieR not insuperable, goo son. e .0 er IS a In t e case 0 • t e-

former, mVOlces generally state the weIght 
of the goods while in the latter as a rule they do not. Infomia-" 
Hon contained in invoices is not of course conclusive evidence, but 
it facilitates the administration of specific duties assessed on weightr 
becau~e in such cases actual weighment of goods may be confined to-
weighment for checking the correctness of the information con
tained m invoices. In the case of goods regarding which no< 
information of weight is furnished in invoices, more weighment 
by customs officials would be necessary. That specific duties based: 
on weight will involve more labour and delay in the case of piece
goods other than plain grey is undoubtedly a circumstance which, 
rellders the enforcement of the duties difficult. But that this
i1ifficulty is not altogether insuperable and that it may be sur~ 
lHounted without serious inconvenience to the trade and to customs" 
officials is proved by the fact that under the present tariff defini
tion of • plain grey' goods, the minimum specific duty per pounde 

i~ applicable to goods other than plain grey .. It has been men
tioned already that bordered grey goods which have printed head
ings as distinct from woven are for tariff purposes classed as plain
grey and assessable to the specific duty. Practically all coloured" 
woven goods are similarly aRsessable to the specific duty. More' 
than a quarter of the total goods now imported are already assessed 
to a specific duty based on weight. From the statement in Ap-. 
pendix V it will be seen that, taking grey shirtings, coloured 
goods and other miscellaneous classes of goods imported in bales· 
on which specific duties are now levied, probably more than 45 per 
cent. of the piecegoods imported in bales are now assessed on weight. 
If it is considered desirable on protective grounds to extend the
system of specific duties based on weight to all classes of piece
goods, the method by which custom~ authorities now assess the
specific duty on goods other tha.n p,lam ~rey. may be ex~ended to' 
such cla!!ses of goods. MeanwhIle if notIce IS e"Iven to Importers 
that particulars regarding weight would hereafter be required in 
invoices relating to all classes of /!,oods, the labour and delay 
involved in assessing them will be reduced within a comparatively 
short time. If. in addition to this, Custom Houses are immediately 
instructed to collect data regarding the average tare allowance on 
each class of pie('egoods. and t~e. ,!-vera?,e weight of the paller 
wrappings, etc., the perIod of IDltlal difficulty may be further 
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.Elh~rten~d. 'We show in Appen.dix VI a provisional method of 
. ~stl1natlng tare allowance. J 

1.34. Th~ foregoing di~cussion points to the conclusion that if 
~peClfic dutIes on cotton p.lecegoods .are .assess~d per unit of weight 

Effect of specific duties theu determmatIon Will .not present "any 
. on relativ;e incide!l~_ serious practical difficulties. The fact that 
~hangMe . lnH dcondlt!ontS assessment by weight has been in operation 
smce r. ar y repor. j. • d f . 
.ed. J:or a perIO 0 two years m regard to several 
. . . important classes of piecegoods renders 
Its adoption less difficult from an administrative point of 
view than it ~ppeared when Mr. Hardy reported. We have 
, now to examme whether an extension of specific duties 
assessed ~er uni.t of .weight to all imported piecegoods will 
cause seriOUS dislocation to the trade. The point involved 
h~re is whether a system of specific duties based on weight 
Will vary the rela.tive incidence of customs duties on different 
cla.sses of piecegoods to such an extent as to inflict serious 
harm on trading interests. Mr. Hardy went into the question of 
incidence in considerable detail and arrived at the conclusion that 
a system of specific duties, whether based on weight or any other 
-:factor, would involve a classification of goods for rating purposes 
'8uch as might seriously depreciate the comparative value of well 
known trade marks. Before examining this question, it is neces
eary to point out certain important differences in this respect 
between the present enquiry and Mr. Hardy's. In the first place, 
~)Urs is definitely an enquiry into the claim of the cotton industry 
to protection, unlike Mr. Hardy's. If it is decided to grant pro
iection by means of import duties, the duties will necessarily have 
to be arranged in such a way that their incidence will be heavier 
i>n those classes of imported goods which compete most severely 
with Indian manufactures and less on those which compete to a 
smaller extent. The disturbance of the relative incidence of duties 
on different classes of goods is for this reason less relevant in an 
enquiry which is concerned primarily with the question of granting 
protection. In the second place, the piecegoods market in India, 
since Mr. Hardy reported, has been already so seriously dislocated 
by influences of various kinds that the relative incidence of an 
ad valorem revenue duty under normal conditions cannot for prac
tical purposes be taken as a suitable basis of comparison at present. 
Influences such as the general trade depression, the fall in pur
chasj.ng power, the political unrest, the present protective duties 
and the increasing competition of Japanese goods have been more 
wayward and unsettling in their e~ect on. recognised brands of 
piecegoods than any system of speCific duties would. have been. 
Various instances may be quoted of the compl~te disappearance 
during the past two years, as the res,?-lt of these mfluences, of well 
known trade marks which have been m the market for many years. 
For this reason the effect of specific duties on comparative incid
ence must be regarded as being of far less practical importance 
now than when Mr. Hardy made his enquiry. Thirdly it may be 
pointed out that the ~ystemnow in ~orce, unde~ which a minimum 
specific duty is applIcable to. certam classes of cloth and an ad 
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• ,'alorem rate without a minimum specific duty to other classeiI, 
may have a more disturbing effect on relative incidence _than a 
.ystem of specific duties applied to all classes. A good illustration 
?f this is the large increase in the imports of bleached goods froIXl 
.f apan. The specific duty on plain grey goods makes inferior 
bleached goods relatively cheaper quality for quality and their 
standing in the market lias consequently improvel1 greatly in com
parison with grey goods. The fact that since Mr. Hardy reported 
minimum specific duties hav.! been applied to certain classes of 
piecegoods renders the case for the general adoption of the system 
-stronger than in 1929. 

] 35. As has been pointed out before, a combination of two or 
140re of the factors mentioned in paragraph 131 may secure a more 

equitable adjustment of thb incidence of a 
Assessment o~ other system of specific duties than· any factor 

factors than weIght. k' I I' f h' h' ta en SlDg y. t IS or t IS reason t at In 

the tariff systems prevailing In certain countries, Bpecific duties 
oon cotton piecegoods are based on a conjunction of different factors. 
J<'or eumple, in the Tariff of the China Maritime Customs, to 
which Mr. Hardy refers in his report, cotton piecegoods are classi
fied for the assessment of specific duties partly by weight and partly 
by the dimensions of each piece. Similarly in the Tariff of the 
t:uited States of America, while weight is taken as the unit of 
-assessment, there is a graduated scale of duties depending on the 
-r number' or apparent count of the cloth. In the Austrian taJ"iff 
th~ duty is assessed on weight but the classification is by counts 
1)£ yarn. In the Japanese Tariff the classification takes into account 
weight, area and the number of reed and picks. There can be 
little doubt that if specific duties are assessed on weight at rates 
varying according to classification based on some other factor or 
factors, a more satisfactory adjustment of -the incidence may be 
secured. But such a system will greatly add to the complexities _ 

'10£ administration at the customs offices, and before recommending 
it it is therefore necessary to examine whether a simpler system 
will necessarily involve in actual practice too serious a dislocation 
-of the trade. 

l3G. For the purpose of the present enquiry it appears that the 
-only practical test by which we can judge the effect of 0. system 

Incidp'1ce of specifir. 
duties examined in parti. 
.,ular cases. 

of specific duties based solely on weight is 
their comparative incidence on different 
classes of goods under the conditions actually 
prevailing in the market. We have there-

fore been at some pains to examine, in connection with various 
loepresentative kinds of piecegoods of different classes now imported 
into India, to what extent the relative incidence of customs duties 
would be altered if a system of minimum specific duties per pound 
-of cloth was extended to all classes of piecegoods. The results of 
this examination may be shown in tabular form as follows. The 
-e1asses of piecegoods- included in the- statement are those to which 
the minimum specific duty is not applicable under the existing 
tariff definition of 'plain grey' goods .. The goods are classified 
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in groups within which substitution may ordinarily be expecteJ 
to take place, and the prices on which duties are calculated fol'" 
each group relate more or less to the same period so as to eliminate
variations in the prices of raw cotton. 

TABLE LXII. 

Ad valorem equivalents oj specific duties per pound at hypothetical 
rates. 

- 3 as. 6 p. 4 as. 4 as. 6 p. bas. 

per cent. per cent. per cent. per cant_ 

1. While BhirtingB-

Average apparent count-

40!8. 171 20 22;\; 25f 

42!a. · IS 201 231 25f 

438. 18 20! 231 25j. 

448. · 17t 20 221 25 

2. White Bhirti1i{/8-

Average apparent count--

301s. · 241- 271 311 341' 

33s. · · 26 291 331 37 

33is. 26t 30 331 371 

3qs. 25! 29 32£ 36! 

35!a. 241 2S} 311 351 

36is. · . 241 2St 311 35f 

37s. · 231 201 291 33 

a. White mul/<J-

Average apparent count-

53s. 161 181 21 23t 

59s. . · lot 19 211 231 

•• Greg dhutiR-

Average apparent OOW\t--

40!s. border.* col. . · 22 25 2S1 311 

401s. t* .. · 22! 251 29 32! .. 
4O!a. .. 2* .. · 19 211 2.q 27! 
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- 3as.6p. 4 as. 4 as. 6p. 5a8. 

per cent . . per ceD.~ per oent. per cont. 

~. Grey tlhuti&-

Average apparent ClOIUlt--:. 

311s. border. 1" col. . 301 3q 391 ·43! 

32ia· .. j" 
" . . . 29 33 37 411 

-
33ia· .. t" .. 33 371 421 47 

348. .. i"Dby. 291 34 38 42! 
, -

34ia· .. t" col •• 31i 361 41 45! 
3lija. .. i" Dby. 30 3q. 381 421 

.s. White 1/lIr" tlhuti.t-

Average apparent coout-

628. border II" rapp. 13! 151 171 191 

628. .. II" .. and tooth. 121 loll 161 18! 

65s. .. II" repp. 141 16! 181 201 

67ia· .. J' col. . 111 13! !Iii 17 

68s. ... T*·Dby. 141 16! 18! 201 

1. Red ShirtingB-

" 

Average apparent count- . 

30s. 0 201 23 26 281 

30js. 191 221 25t 29 

31s. 211 25 28 31 

321s. . 0 21i 25 28 31 

32ia. . 20 221 251 281 

137. This statement is not by any means exhaustive, but it is 
4!ufficiently representative to indicate that, taking various classes 

Cas • of goods act.ua~ly in. the mar.ket. according 
e fo~ assessmg to groups wIthm whICh substitution due to 

.duty on weIght. . prICe changes may take place under normal 
,conditions, no serious disturbance of the relative incidence is likely 
io be caused by a general application of specific duties assessed 
per unit of weight. The most noticeable direction in which dis
turbance will be caused on this method of assessment is t!J.at goods 
t>elonging to groups of lower counts will be liable to a proportiOll-
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at~ly higher r~te. But since the bulk of the Indian production in 
thIS range of goods consists of the less fine varieties, in which the 
need for protectio!l is therefore greater, such a disturbance must 
be accepted as belpg in accordance with the inherent necessities 
of t~e case. At the same time, in the coarser classes of goods, 
partIcularly of counts 2Os. and below, internal competition is. 
~lready s!l strong t~at 9;n increas.e in the import duty will not result 
In an~ correspondIng Increase In prices. As .regards these goods. 
of plaIn weave practically the. whole of the Indian consumption is. 
now supplied locally and internal competition is rendered more
acute by the fact that a large part of the production is in the hands 
of smaU handloom weavers. If it is established that trade will 
not be seriously dislocated except where the requirements of pro
tection justify it, and that there will be no insuperable difficulties. 
of administration and if, further, provision can be made against 
any unnecessary loss in revenue, there is in our opinion a very 
strong case, from a protective point. of view, for the general adop
tion of a system of specific duties assessed per unit of weight. 
Trade also will, we believe, in the long run benefit by the adoption 
of a general system of specific duties. As regards the great bulk 
of imported goods, it would help traders by enabling them to cal
culate their selling prices more definitely beforehand. At a time 
when prices are in a state of flux, ad '1:alorem duties tend to increase 
the uncertainties of the trade, and their replacement by a system 
of specific duties will therefore afford more security. 

138. The Bombay Chamber of Commerce have expressed the 
opinion that area will provide a more suitable basis for the assess

ment of specific duties than weight, on the 
Weight more suitable grounds that reliable data regarding area are 

than area as basis of f ·hd· .. d htth f ttht a.ssessment urlllS e In InVOIces an t a e ac a 
. inaccuracy in the statement of dimensions: 

would constitute an infringement of the Merchandise Marks Act, 
reduces the need for independent investigation. We have already 
stated our view that the difficulty of ascertaining the weight ot 
imported goods, if in any case it is found to be serious, Will be 
confined to a relatively short period and that even during this 
initial period provisional means of meeting the difficulty may be
devised. On the other hand, we believe that under existing condi
tions in the Indian market, assessment based on area will prove 8: 

greater source of disturbance than on weight. The most important 
factor leading to unfair incidence in the case of assessment on 
weight is the difference in the proportion. o~ sizing. material.s, 
whereas in the case of assessment on area It IS the difference In 
reed and picks. In piecegoods of higher counts there is in pr.actice
relatively little sizing used, and since the imports into IndIa are 
now almost entirely restricted to counts considerab~y above 30s. 
the possibility of unfair incidence ?n account. of thIS factor .D!ay 
be regarded as inconsiderable. BeSIdes there IS ~ardly any sI~ng 
in goods other than grey except ~here ext~a '!VeIght IS sometImes 
.:iven to bleached and dyed goods II?- the fim~hmg proce~ses by the 
addition of starch and other materIals. ThIS however IS confined 
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mainly to 'goods of counts below 40s. But in piecegoods of higher 
-counts not merely in grey but also in other lines there can be, and 
()ften is, a great deal of difference as regards the number of reed 
,and pjcks and this difference renders a duty based on .area liable 
to be seriously unfaiz: in.its.incidence. We think that the interests 

o()f traders and importers would be served 'on the whole better bya 
.duty. based on weight than. on area:·, . 

139. Whatever basis is adopted for a system of specific duties, 
·we consider that it should be based on .8.sbroad a clal'!sification 

as possible. Minute sub-classification ,or the 
f 

ClassifificatidoDt' of goode kind in force in other countries. and such as 
01" speC! c U lee. • ted b h'd f ..£! 'J!!! . IS sugges y tel ea 0 a SClentI,u.c tarlu 

WIll render the working of the system unnecessarily, complicated. 
!'our main headings corresponding to the' principal groups of 
Imported piecegoods~(i) ,plain. grey, (ii) bordered grey, (iii) 
bleached and (iv) printed, dyed and coloured, woven-with a 
separate rate of duty applicable to each, will sufficiently 
llIeet the case. 'Ve haye estimated the costs of the Indian 
industry on the basis of the average costs of principal goods 
iallingwithin each group. The selection- of the kinds of goods 
to be included in each group was, left to the mills themselves, and 
it may be presumed that an estimate of the average costs of the 
goods of each class as selected by the mills will represent for 
practical purposes a sufficient basis for determining the protection 
required for that class. It may be contended that the variety 

.'of goods included ,in each group is so large that an average rate 
-of duty calculated for the whole group may on the one hand afford 
,in many cases insufficient or excessive protection ,and on the other 
IHmd may bear more hardly on the .COIlsumers. of some goods than 
flf others. An ad valorem rate of duty will meet the latter difficulty 
but will not necessarily me.et the former unless it is assumed that 
ihe measure of protection, required for more expensive goods is 
l'roportionately greater. which is not so. If, as we believe, specific 
'·duties are essential for effective protection and at the same time 
it is necessary to ensure that the· scheme· of protection is simple 
'and easy to work, we think that a scheme such as we have sug
gested fs the most satisfactory under the circumstances. 

140. The Bengal Chamber of Commerce in their evidence have 
.-objected strongly to the extension of a system of tariffs based on 

specific duties. We have very carefully con-
Objections of the sidered the objections raised by the Chamber 

'Bengal Chamber of . It . Th 
'Commerce but see no reason to a er our VIewS. ese 

. objections are based principally on three 
ground~that it will harass the shipper, iml'orter an.d consumer, 
"that it will cause great extra expense and labour to the customs 
department and that it will decrease the revenue. We have already 
discussed these objections in detail in connection with Mr . .Rardy:s 
-report and it is unnecessary to discuss them further. The 0pP~Sl
tion of the Bengal Chamber of Co~meree to a syste~ ~f speCIfic 
duties is in our opinion ~ue ~o an lIlad~quate al'preClatl?n of the 
i'ssential factors in the SItuatIon. In VIew of the experIence and 
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authority represented by the Chamber in matters of this kind we
,desire to restate briefly what these factors ·are. The currenci:s of 
~he principal countries competing with India in the cotton textile 
l~dustry are at present divorced from the gold standard and are
lIable t.o unexpected fluctuations in value. The cotton industry of • 
J apa~ IS one of the most highly rationalised industries in the world 
cater~n~ for a l~rge n~ber ?f export markets and. therefore, is in 
~ posltl~n to adjust p~lces qUICkly so as to meet changing conditions
III partIcular countnes. The constant variation in the price of 
raw cotton and its reaction on the price of piecegoods renders thE.' 
cotton textile industry peculiarly liable to sudden fluctuations in 
the price of its finished products. These conditions have seriously 
affected the protection intended for the Indian industry in the past, 
and to the best of our judgment may affect it .equally in the future. 
Ad valorem duties are admittedly an ineffective fonn of protec~ 
tion under such conditions. And if the risk of the protection 
granted to the Indian industry being frittered away is to be
avoided, it is essential that it should be given in the fonn of 
specific duties. Equally important are the practical difficulties of 
the problem. In no industry that we are aware of is the difficulty 
of estimating the measure of protection on a comparison of Indian 
and import prices so insuperable as in the cotton textile industry. 
If the measure of protection is fixed in comparison not with import 
prices but with realised prices by the mills, then its equivalent 
ad valorem rate based on import prices will be impossible to deter
mine with any reasonable approach to accuracy for the obvioutl 
reason that there will be a hundred different import prices on 
which it may be fixed. Further, if it is admitted that the need 
for protection is greatest in respect of cloth of medium and the less 
fine counts, the only conceivable method of adjusting the burden 
of . protection in approximate relation to the requirements of the 
industry, without unnecessarily complicating the administration, 
is by granting it in .the form of a specific duty assessed on weight. 
A system of ad valorem duties unless fixed by. counts or countries 
of origin will involve an irrational distribution of the burden of 
protection:- Administrative considerations render differentiation 
by counts impossible at present. .As we explain in paragraphs 150 
and 151 the inherent difficulty of determining what are comparable
classes of products in the cotton industry makes differentia~ion bI 
country of origin also impossible. Therefore, if a system ?f ad 
valorem duties is adopted, the duties should be applied at llllform 
rates to all classes of goods irrespective of quality or country of 
origin. These rates would work out approximately at 50 per cent. 
for plain grey, 45 per cent. for bordered grey and 40 per cent. 
for bleached goods and for printed, dyed and coloured woven goods. 
(see paragraph 117). 

141. 'Ve a1',e now in a position to summarise the mai.n features, 
01 the scheme of protectio? 'Ye consider that p~'otectlO!1 should 

be gIven m the £ormof speCIfic dutIes corre
, Main features of the spondinO' in amount to the measure of assist
scheme of protection. ance estimated for each principal class at 
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. piecegoods in paragraph 98. The amount is calculated in each 
.case with reference to the margin between the average fair selling 
price and the average nett realised price of each class of goods. 
The costs and realised prices are based on those of the most import
ant lines of goads in each class in which the Indian industry has to 
meet external competition. Generally speaking, these goods are 
'woven .fram yarn of average counts ranging from 25s to 40s. We 
propose that the duty as thus calculated should be applied to goods 
.of all counts and kinds of weave falling within the class to which 
it refers. The specific duty is intended in each case to afford the 
,whole of the protection required and is, therefore, to be regarded 
08.8 the minimum amount below which the import duty should not 
·be allowed to fall during the period of protection. For the purpose 
o{)f safeguarding revenues, we propose that the specific duty 
-should in each case be combined with an ad valorem rate which 
may be fixed from time to time according to the .revenue require
ments of the Gavernment. 

142 .. We propose that the period of protection should be fixed 
:at ten years. In the case' of a large industry like the cotton textile 

P . d f te t' industry a longer ~eriod than we have ordi· 
. erlO 0 pt·o cIon. narily allowed Will be required for full 

.development and reorganisation. The problems which face the 
industry as a whole are unusually difficult and many-sided and un
less sufficient time is given, it will be unreasonable to expect any 
tangible results from the policy of J?rotection. Even if conditions 
-are normal, the task of reorganisatIOn and of adjustment to new 
-factors would involve a great dealof thinking and planning ahead. 
-It was expected by the Government of India when the A.ct of 1930 
'Was under consideration that the reorganisation of the Bombay 
·sectian of the industry would be accomplished in three years. N 9 
-allowance was then made for the unusual factors which have since 
supervened. The renovation of a long established and old industry 
-cannot be expected to take place in strict accordance with a pre
:arranged time table. It is idle to blame the industry if the time 
-table is not followed, for the. prO'cess of development takes time and 
involves many uncertain factors. To take one aspect of the industry 
-BS an illustration, the important problem of reorganising the condi
tions of labour with a view to reducing the cost of labaur per unit of 
output involves not merely co-ordinated action an the part of 
-employers but patient negotiation with labour and a concerted 
attack upon those sacial conditions which lowe~ the efficiency of 
'labour in India. Similarly, the task of reformmg the system of 
management and control, though easily described by facile phrases 
-i!uch as 'rationalisation' and r amalgamation', involves stupen
dous difficulties as has been well illustrated by the experience of the 
Lancashire Cotton Corporation. We have frankly recognised in 
-our discussion of the claim of the industry to protection that it is 
impossible to forecast with any precision on the existing ~ata when 
the industry will be in a position. to .dispense with prat~ctIon. We 
t'Ilther think, as we have already mdicat.ed, that the ultupate salva-
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tion of the industry will come as the result of a. strenuous internal 
competition stimulated by protection under which the more efficient 
mills in the cduntry will so develop their autput Qud improve their 
methods as to replace completely a large number of the existing 
mills. Sufficient time must be given for this process to work itself 
out. In view of the difficulties which face the industry at present 
Qnd equally of the important national interests which are invalvedl 
in it, we do not think that ten years can be regarded as too long a 
period. Unless protection is assured for a period of at least ten 
years, the capital required by the better class of mills for further 
development will not be forthcoming. It is rather the stability thalL 
the rate of protection which encourages the investment of capital 
III a protected industry. The Indian cotton textile industry, espe~ 
cially in Bombay, has been recently the subject of many public 
enquiries. Such enquiries repeated at frequent intervals must 
militate against healthy development. We think that the industry 
should now be allowed a period of rest from these harassing enqui~ 
ries. 

143. We have now to exaniine whether protective duti~s should' 
be applied to goods imported from the United Kingdom as well as 

, to goods from other countries, and if so" 
. Ground~ for~he ad,?p. whether t.hey should be applied at the same' 

tlon of dIfferential duties ' d"ff U I h C 
in 1930. l'ates_or at 1 erent rates. nc er t e OttODI 

Textile Industry (Protection) Act of 1930. 
the ad 't'alorem, protective duty was fixed at 20 per cent. 
and its application was restricted to goods imported from 
~ountries other than the United Kingdom. The duty applicable 
to goods imported from the United Kingdom was fixed at the 
revenue rate of 15 per cent. It was explained by the Finance 
hI,ember in presenting the proposals of the GOTernment to the 
Legislative Assembly that they could not, in any circumstances r 

agree, for the emergeI,lcy purpose which they had in view, to' 
an additional protective duty of 5 per cent. on all classes of 
piecegoods irrespective of the country of origin " since the imme
diate benefit to the Indian producer would be wholly incommen-
8urate with the burden imposed on the Indian consumer". He 
added "for the period covered by the purpose of our emergency 
measure, the production in India of those classes of goods which 
form the great bulk of the imports from the United Kingdom must 
be very small, and therefore an additional 5 per cent. duty'on those 
goods would put a bmden on the ronsumer without a corresponding 
benefit to the industry." The view stated by the Finance Member 
was amplified by Sir George R.ainy in a note presented to thO' 
Assembly. In this note, it was estimated, on the figures of imports: 
for 1928-29, that the proportion of the total goods imported from 
the lTniterl King'dom whirl! directly competed with the produrts. of 
the Indian indust.ry wa~ approximately t while the correspond1!lg 
figure for Jllpan wall h and for other ('(}untries *. It was explaIn
ed that the small extent to which the· United Kingdom com
peted t'I.irectly was due t.o thf! fact that ill any cht~s of goods' which 
can btl made' fl'om Iridian cotton. the United Kingdi>m mills hav~ 
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been unable to face the competition of the Indian mills and hav" 
been gradually drinn out of th. market. They hold their own 
only in those classes of goods which cannot be made out of Indian 
cotton. In reply to the argument that a higher duty on all imported 
piecegoods would lead to a rapid development of the industry and in 
particular would bring about a substantial increase in the spinning 
and weaving of the finer counts made fram imported cotton," it was 
stated that the object in view at the moment was not the 
development of the industry but its preservation. "To keep the 
industry alive during the next three years what is required 
is not encouragement to launch out into n,w fcrrms of manufacture 
lrhich involve new equipment and more highly trained labour but 
ttleasures which will preserve to the mills the markets in those 
classes of goods which they are already equipped to produce and for 
the manufacture of which their labour is trained ............. In the 
opinion of Government the proper tittle to consider what assistance 
the mill industry may l'equire in order to extend its range and 
undertake the manufacture of the finer goads, of which the present 
production is extremely sUlall, will be when the Tariff Board' 
Enquiry is held in 1932-33." 

"144. It will be seen from the statement made on behalf of the 
Government in the Assembly in 1930 th~t the exclusion from the 

, scope of the protective duty of gaods imported 
,Sulnmary of consIder· from the United Kingdom was based princi-

atJone. 'pally on three considerations; first, that the 
edent of direct competition between the products of the Indian 
industry and imports fram the. United Kingdom was relatively 
small; secondly, that the great bulk of the goods imported from 
the United Kingdom were of a kind which could not be made from 
Indian cotton, and, thirdly, that the grant of assistance to the 
Indian industry fcrr the manufacture of the finer varieties of goods 
could not be considered except in connection with the question of 
substantive protection. 

" 145. The extent of the competition from the United Kingdom 
during the period immediately preceding the Act of 1930 was ane of 

, the subjects investigated by Mr. G. S. Hardy 
Prod,uctlOn, of bleached in 1929. One of the most important classes 

goods u IndIa, . . d .. d 
. of goods lmporte from the Umted Kmg om 

consists of bleached goods. In. 1931·32 bleached goads formed 50·0 
per cent. and in 1927-28, on the figures of which year Mr. Hardy 
based his investigation, 33'2 per cent. of the total quantity of 
imports of pieceg-oods from the United Kingdam. Mr. Hardy 
arrived at the conclusion that the qllantitv of bleached goods 
manufactured by Indian mills formed only about one per cent. of 
their' total praduction of 'grey or bleached' goods, and it would 
therefore appear that in this important line of goods imported from 
the United King-dom the Indian industry was not interested to the 
extent of more than this small proportion. The Tariff Board in 
1926-27 adopted a figure of 67·6 million yards estimated by the' 
Bombay Millowners' Association as the total output of bleached 
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goads in Bombay corresponding to i-th of its total production of 
grey or bleached goods as against a figure of 4' 3 million yards 
furnished by the Bombay Custom House. Mr. Hardy considered 
the conclusion of the Tariff Board 'entirely erroneous' on the 
groun~ . that the Millowners' ~stimate must have contained large 
quantItIes of bleached cloth with coloured patterns which for the 
purpose of Trade Returns wO'Uld be classified as ' coloured' and not 
, b~eac~ed ' .. This view was apparently accepted by Sir George 
Ramy In the note referred to above. We asked the Bombay Mill
owners' Association to supply us with detailed figures of the output 
~f bleached cloth showing separately plain goods and goods c.ontain
mg coloured yarn for 19~7 and 1931. On these figures we find that 
excluding those containing coloured yal'n, the output of bleached 
goods at Bombay was about 7 per . cent. of the 'Grey and 
Bleached' production in 1927 and nearly 10 per cent. in 1931. 
The proportion appears to be much higher at Ahmedabad. For the 
11 months ending the 29th February, 1932, the total output of 
bleached goads was 95'07 million out of a total production of 135·81 
million Ibs. including coloured as well as grey or bleached. Out 
of this the Millowners' Association estimate 30'20 millian Ibs, 
as the output of bleached goods containing coloul'ed yarn leav
ing a figure of 64'86 million Ibs. or approximately 50 per 
cent. of the tatal production as the output of plain bleached 
goods. According to the figures supplied by the Ahmedabad 
Millowners' Association to the Tariff Board in 1926-27 the average 
of 32 mills showed the proportion of bleached ta be 39 per cent. 
of the total while 11 mills showed as high an average as 60 per 
cent. ,We believe on the evidence we have received in this 
enquiry that the output of bleached goods in India was considerably 
under-estimated by Mr. Hardy . 

.146. Another class of goods which until recently formed a very 
large prC1portion of the imports :from the United Kingdom is border

ed grey goods. 'Vith regard t.o this Mr. 
<?ompetiti~n from tl~e Hardy's conclusion was that the trade in 

United Kingdom In dh .. t d f th U 't d K' d border;d grey goods. utIs lmpor. e r?m e ~I e mg om 
and the IndIan mIll productIon overlapped 

only to a small extent in the region of medium counts. This canclu
sion was based on the proportion of shirting, jaconet and mull 
dhutis imported from the United Kingdom as shown in the Calcutta 
Cust.mn House returns in compal'ison with the estimated proportion 
of dhutis of coarse, medium and fine counts made in Indian mills. 
On the figures of 1927-28, Mr. Hardy's estimates showed that 
dhutis of counts 3la to 40s farmed 22 per cent. of the total imports 
of gl'ey dhutis fl'om the United Kingdom. 'Ve are unable to recon
cile thiscenclusion with the statement contained in the Report of 
the 'farifi Board in 1926-27 (page 40) that according to the estimate 
of the Manchester Chamber of Commerce " cloth containing warp 
or weft between 30s and 40s forms about 40 to 45 per cent. of the 
total export of cloth froID the United Kin!!'doID to this country". 
This statement refers to the latter part of 1926 which is not removed 
by more than a ye-ar from the date of the figures on which Mr. 
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Hardy based his estimates, The imparts from the United Kingdom 
in 1926-27 were as follows:--

Plain grey , 
Bordered grey 
White 
Printed 
Dyed 
Woven coloured_ 

Million yards, 
146'4 
442'4 
550'3 
154'2 
120'2 
43'9 

1,457'4 

If the estimate of the Manchester Chamber of Commerce is correct,. 
at lease 540 million yards out of this total represented in warp 
or weft counts 30s to 40s and if, as Mr, Hardy suggested, 
practically all the bleached goods imported fram the United 
Kingdom were of counts aboye 50s, it would follow that nearly 65 
per cent, of "the other classes of goods imported fram the Unitea 
Kingdom, of which dhutis formed approximately half, were of 
counts 30s to 40s, In a matter of this kind we are very much in: 
the region of canjecture but we feel that, in respect of this also, 
the Government of India as well as Mr, Hardy under-estimated the
extent of competition from the United Kingdom, 

147. We have drawn attention to these facts, not with any inten
tion to dispute the justification of the measures adapted by the-

, Government of Indi~ in 1930, but rather to 
,N~s~lty ,for protec- indicate 'the danger of making estimates-

tlOO agalOst ImportB from d' th -t t f d' t t't' the United Kingdom, regar mg e ex en 0 nec compe 1 Ion 
hetween India and other cO'UDtries on the 

exceedingly meagre data which are available, Moreover in view 
of the enormous variety of the goods produced by the cotton textile
industry both in India and elsewhere and the wide field over which 
8\\hsti~ution can take, place, the ,measure of ',direct competi~ion ' 
even if correctly estunated provIdes a very madequate haSlS for 
determining the relative extent of protection required against each 
competing country, It will be apparent from the co:nsiderations
urged by the Government of India, which we have Bummarised jn 
paragraph 144, that their purpose in estimating the extent of direct 
competition between India and the United Kingdom was primarily 
to ascertain how far goods of the kinds imported from the Unite~r 
Kingdom cou1l1 be manufactured in India out of Indian cottan, 
Since the object of the Protection Act of 1930 was to preserve fOT 
the Indian industry the market which then existed for piecegoods 
which could be made from Indian cotton, the question of extending
assistance to the Indian industry so as to enable it to undertake the 
production of finer counts was· considered to be outside the scope 
of the Act, This question was definitely reserved for cansideration 
by the Tariff Board in 1932-33, We have already explained in para
graph 102 our view that the grant of protection to the manufacture
of piecegoods from imported cotton is not merely not inconsistent 
with the conditions laid down by the Fiscal Commission but ~us' 



146 CH..U>TER VI;!:. 

be regarded as a logical consequence of the grant of pratection to the 
manufacture of goods from Indian cotton. Even if it were held that. 
protection should be confined to the manufacture of gaods' from 
Indian cotton, we shauld still recommend that in view of the indirect 
competition which arose from goads of the finer counts, the protec
tive duties should be applied to such goods also. But in the view 
which we take of the problem of protection for the Indian catton 
textile industry we go further than this and would urge that the 
protective duties should be applied to imported goods of the finer 
counts nat merely because such goods compete indirectly with goods 
produced from Indian cotton but also as a definite measure for i.he 
encouragement of the manufacture of goods from imported long 
staple cottan. . 

148. One-of the suggestions made by the Tariff Board in 1926·27 
was' that the Indian industry should take steps to pI'omote the 

P f
'·fi diversification of its production. The wisdom 

~ogress 0 dlversl ca- f th t t· h bib . t tion in p,~duction. 0 a sugges IOn as ~en amp y orne ou 
. . by the development whICh has taken place 

since the Tariff Board reported. We have explained in detail in 
Chapter III the progress made by the Indian industry in the pro
duction af piecegoods from yarn of finer counts. The average connt 
of yarn spun in India has increased from 18·4 in 1925-26 to 20·5 in 
1931-32 and in Bombay from 17'2 to 20·6. The output of dhutis 
for the whole of India increased from 585·70 million yards in 
1926-27 to 964·54 in 1931-32. the increase consisting largely of 
medium and fine counts .. The,average yardage per pound of dhutis 
in 1926-27 was 4·7 whereas in 1931-32 it was 5'0. The output of 
cambrics and lawns rose from 3'38 million vards in 1926-27 Vl 

43·32 in 1931-32. This consists almost entirely of the finer counts 
as i~ shown by the fact that the average yardage per paund in 
1931-32 was approximately 7t. The progress is reflected in the 
character of the raw cotton imported into India in 1931-32 as 
compared with 1926-27. Both were years marked by a disturbance 
in the price parity between Indian and foreign cotton and conse
quently' bv an increase in the quantity of raw cottan imported as 
e<,mpared • with previous years. It will be seen from the figures in 
para£("raph 35 that not merely was the total quantity imported ("on
siderablv greater in 1931-32 than in 1926-27 but there was a lar~e 
increase'in the imports from East Africa and Egypt indicating the 
progress in the manufacture ()f the finer counts. 

149. It is usual in estimating the progress made by the Indian 
industry ill the manufacture of goods of medium and fine counts to 

take, as the Bengal Chamber of Commerce 
Ma~ket for fi,ne g~ds apparently does the total Indian production 

supphed by Indian mills. •.. , 
, and Imports of yarn of these classes and com. 

pare the quantity with the total output of piecegoods produced in 
bdian mills. On the fi~Ul'6S of 1931~32. this method of calcula
tion would show that connts 2G!l tn 40s represented 18'5 per eent. 
and counts above 40s 3·5 per cent. of the total output of Indian 
rloth. The proportions are small and would appeal' to indicate tha.t 
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medium and fine counts represent in Indian production a relatively 
unimportant factor. This however is a misleading way of present
ing the actual situatian. If we leave out imported yarn on the 
assumption that almost the whole of it is used by handloom weavers 
and allow about 5 per cent. of the Indian production for saies to 
handloom weavers, the nett quantity of yarn of 268 to 408 used 
in 1931-32 by mills was approximately 170 million pounds. 
Taking 4! yards to one pound, this figure represents 765 million 
yards of cloth which is nearly equivalent to the total quantity of 
imports inta India in 1931-32. Similarly if we take the Indian 
production of yarn of above 40s in 1931-32 and make the same 
allowance for sales to the handloom industry, we get a nett quan
tity of approximately 32 million pounds. Taking in this case an 
average of 8 yards to a pound, the total quantity of cloth may 1e 
estimated at 256 million yards or nearly a third of the total imports 
into India. The to1al quantity of cloth woven in India in 1931-32 
from yarn of medium and fine counts 'thus exceeded the total 
imports of piecegoods by nearly one-third. The progress of the 
Indian industry should obviously be measured by the extent to 
which it supphes the to1al market for the finer qualities of cloth 
in India, and judged by this test, the progress has been remarkable. 
In 1926-27 we find calculating on the same basis that the total 
quantity of cloth woven from counts 26s and above in Indian mills 
was 547 million yards against 1,021 million yards'in 1931-32, while 
the total import of piecegoods into India in 1926-27 was 1,788 
million yards against 776 million yards in 1931-32. We consider 
it of the greatest importance for the future of the industry that this 
rate of progress should be maintained and for this reasan we are of 
the opinion that protection should be granted to the Indian industry 
against goods imported from the United Kingdom as well as from 
other countries. 

150. It remains to consider whether the same rate of protection 
is required against the competition of goods manufactured in the 

, . United Kingdom as against the competition 
,Dlflicu.ltv of fixmg of goods manufactured elsewhere Since 

dlfJereut,18i r,tes of duty. .. '. 
under !1U1' scheme, protection for the IndIan 

industry is intended to be afforded entirely by the specific .duties 
included in it, it is in connection with these duties that this question 
should be considered. The rates atwhlch the specific duties are 
fixed have been calculated by us according to the difference between 
the fair selling price for the Indian industry and the nett price 
realised by the mills. The price realised by the mills does not 
necessarily correspond to the price of impOTted goods of any parti
cular class or country of origin but reflects competition from all 
sources. It is therefore in practice impossible to estimate what ~he 
rate of duty would be if competition were confined to goods 
imported from particular countries. 'Moreover, as we have already 
pointed out, indirect competition between different classes of goods 
plays a large part in determining the prices of cotton piecegl10ds 
and therefore an analysis of the extent to which prices are influ
enced by goods of the classes imported from one country as 'distinct 

F 
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from another would be misleading. Prices realised by the Indian 
mills must be presumed ta reflect the competition from goods manu
.tactured in each exporting country more or less in the proportion in 
which such competition prevails in the market. 1£ it were possible 
tor us to fix the duties with reference to the competition solely of 
J1ritish goods or solely of Japanese goods, the rates would probably 
be higher in the latter case and lower in the farmer than the rates. 
flstimated by us. On the method adopted in this report we regard 
the proposed rates of duty as being practically the average of the 
rates applicable in the two cases weighted according to the relative 
intensity of competition. In the conditions of the piecegoods. 
market no other method of determining the measure of protection 
appears to us to be possible. In this connection it may be pointed 
out that in the case of the steel industry in respect of which III 

system of differential duties was proposed by the Tariff Board, the 
determination of comparable classes of Indian and imported articles. 
present no difficulty, and further there is a well-recognised margin 
of difference between the prices of standard and non-standard steel. 

151. Even if the method adopted by us permitted of the splitting
of the duties in accordance with the relative prices of goods imported 

from the two countries, the nature of the 
La~k of i~formation r.e· infarmation we have received regarding

ga:rdmg dllierences m differences in price would stIll make it im-
prICes. 'bl h b '0. bl POSSl e. We ave een at conSl era e 
pains to ascertain the normal difference between the prices of com
parable classes of piecegoods imported from the United Kingdom 
and from Japan. But the evidence received by us shows such wide 
variation and in many cases is sa conflicting that no definite estimate 
of the normal difference can be arrived at. Hardly any two dealers 
appear to agree as to what may be considered comparable classes of 
cloth among those imported from the two countries, and in cases 
in which there was a fair measure of agreement, the prices quoted 
showed such wide divergences that no reliable conclusion could be 
based on them. In the absence of useful evidence from dealers and 
importers, we made an analysis of selected classes of cloth imported 
from the United Kingdom and from Japan so as to classify them ill: 
comparable groups. The following Table shows the results of th& 
Ilnalysis:-



TABLE LXIII. 
Disparity in value between United Kinadom and Japanese pieceaoods imported into India. 

United Kiogdom. Japaa. 

Description. Dimension. Approxi- Approxi- Approxi- Value per Value per 
Approxi- Approxi Approxi- Value per Value per mate mate piece or pound mate Piece or mate apparent reed and yard I_ I_ mate- apparent mate reed 

yard leu pound weight. oounte. pick. duty. duty. weight. oouate. and pick. 
duty. 1811 duty. 

Yds. Pouads. Au ... Au ... Pouads. Au .... Au .... 
Grey Dhutia. 44!x 10 I'S6 37. ISx15 31'35 16'S5 I'S2 351. 16x15 23'7S 13'2 
Grey shirtings 44'x3S1 Practically no im porta. 10'S ,28. ISx18 113"3 10'S 

" .. 3S'x38 do. 10 251. 10x18 104'47 S'52 
White shirtings 35'x40 7'2 35" 20xlS 106'5 14'S2 0'6 30h 21x1S 104-47 10'0 

•• .. · 36'x40 0'3 30. 23x21 164'4 IS'4 12'25 241. 23x21 132'00 10'SO 
:Khaki drill . · 28"x40 Almost no imports, l! ... ... 110'4' 10'85 
White naiuBooka · 36".XI8 3'0 34!. 19x10 52'06 15"5 31"X1Syds 

2'5 
331. 16xl2 30'60 12'20 

White mullB • · 44"x20 3'3 40. 18x14 50'16 15'68 44"x20yds 
3'5 

301. ISxl5 52'24 14'02 

White twills • 33"x40 8'32 30. 21xl0 164'6 10'8 32"x4Oyds 20. 
10'75 

20x15 05'58 8'05 
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The difference in price as shown in this Table varies from 26'1) 
per cent. to 55 per cent: calculated on t~e nett price per pound of 
Japanese goods. Even If grey and khakI goods were omitted from 
the Table a~d .theanalysis. was confined to bleached goods, the 
range of varIation ;would stlll be too wide . 

. 15.2. In the following ':l'able we show the a"erage values of th~ 
prInClpal classes ctf cloth Imported from the United Kingdom and 

Fl t t · . th from Japan. The number of yards to the 
tlC ua lons 10 e d . 

margin of difference. poun. as~umed for the purpose of thIS cal-
culatIOn lS also shown in the Table. 

TABLE LXIV. 

Scheme of Protection. 

Approximate Average nett value (i.e., less duty) per 
average number pound of cloth. 

of yards per 
pound. 1926-27. 1931-32. - ---

United Japan. United Japan. United Japan. Kingdom. Kingdom. Kingdom. 

Yards. Yards. Annas. Annas. Annas. Annas. 

Plain grey 4i 4, 17'll 14,.51 7'34 6'74· 

Bordered grey 6l 5'7 23'96 19'86 14'19 8'4() 

White long cloths . 6t 41 26'37 20'15 16'98 8'70 

White twills • . 51 5 3l'44 17'50 19'10 9'73 

153. The figures in the preceding Tables show that no uniform 
margin can be established between the prices of goods imported 

... . from the United Kingdom and from Japan 
CompetltlOn 10 med.mm either as reO'ards broad groups or as ref,ards 

counts from the Umted . d' 'd 1 °1 I h Th b . Kingdom. In lVI ua c asses of cot. e Ta e In 

paragraph 152 shows further that the margin 
of difference may vary 'considerably from time to time according 
to changes in the extent of competition in the Indian market and 
the level of costs in the exporting country, and also according as 
each country shifts importatiQll within comparable classes to higher 
or lower counts. The application of any specified margin of 
difference to the protective duties without sufficient evidence that 
the margin corresponded to the actual difference in price might 
result ill the duties being rendered ineffective as regards important 
classes of goods imported from one country or the other. Although 
on the figures we have seen there can be no doubt! that the general 
level of p.rices is higher in the case of British goods" it not seldom 
happens that 'British manufactures in those liues in which compe-
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tit ion is keenest are sold at prices closely approximating to Japanese 
prices. We have come across seveml recent cases in the Calcutta 
market of British goods of medium counts selling at prices which 
are not higher than the ruling Japanese prices. The evidence of 
Bome Calcutta dealers suggests that there has been an increasing 
tendency recently for goods of lower degrees of fineness to be im
ported from Lancashire. We show in Appendix VII an analysis 
of samples of cloth normally imported from the United Kingdom 
by certain leading import houses in Calcutta which indicates that 
the quantity of cloth of medium counts ordinarily imported from 
the United Kingdom is not inconsiderable. Since the specific' 
duties which we have proposed are based mainly on the costs of 
manufacturing goods of medium counts and the prices realised by 
Indian mills for these goods, it seems to us essential, in order to 
safeguard the Indian industry, that these duties should be equally 
applicable to such goods when imported from the United Kingdom. 
In the main, however, British imports are at present confined to 
goods of finer counts which are sold at prices with which Indian 
mill-made goods of similar varieties find it less difficult to com
pete. A system o.f specifio duties calculated on the basis adopted 
by us would automatically allow for this factur since a specific 
duty estimated per unit of weight with reference to the prices of 
medium counts would bear proportionately less hardly on high
priced goods of the finer counts. 

154. It is difficult on the data available to us to determine 
precisely the burden on the consumer resulting from the duties we 

. have proposed. As regards cloth of coarser 
. Duties hkely to have counts it seems to us a, valid assumption 
~!!:'te effect on coarse that internal competition among Indian 

. mills, which now in conjunction with the 
handloom industry produce practically the whole of this class of 
plain woven cloth required in the Indian market, will keep prices 
considerably below the level of import prices plus duty. The 
edent to which internal competition reduces the price9 of coarser 
goods in comparison with imported goods cannot however be 
demonstrated accurately by figures. We have been supplied with 
statistics of prices by various Associations representing manufac
turers which .indicate that the prices of the coarser counts have 
fallen in recent years in greater proportion than those of finer 
counts. Since a fall in the price of cotton is reflected in varying 
proportions according to the kind of cloth woven, it is difficult in 
practice to estimate how much of the difierence between the prices 
of inferior and superior classes of cloth is due to internal competi
tion and how much to the difference in the proportion of the cottOIl 
tcst. The prevalence of the general economic depression and the 
influence of the swadeshi movement which have affected differently 
the prices of different classes of cloth render an examination of 
comparative prices of little value. Since cloth wovp.n from coarser 
counts is imported in negligible quantities and further it is im
possible to find exactly comparable classes of Indian and imported 
cloth, the direct comparison of Indian with import prices becomes 
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'impossible. That internal competition is however a determining 
influence in \ the case of the coarser cloths may be illustrated by 
reference to the prices of yarn of lower counts in which also Indian 
mills supply almost the whole requirements of the country. 
Foreign yarn of lower counts is imported in small quantities. In 
this case, it being easier to determine comparable classes of Indian 
and foreign goods than in cloth, a comparison of Indian and im
port prices helps to thr~w more light on the working of internal 
competition. As far as we can judge import prices of yarn of the 
coarser counts have very little influence on those of Indian yarn. 
Although during 1928-29 the specific duty on yarn raised the 'prices 
of yarn of counts below 24s, the prices of imported yarn of SImilar 
counts were considerably higher even allowing for differences in 
quality. We think that if the necessary data were available, it 
would be found that the position was more or less similar in the 
case of cloth woven from yarn of coarser counts. 

155. The effect of the duties we have 'Proposed will be felt in 
the first instance chiefly in the case of cloths of medium counts 

Temporary rise in 
prices of medium counts 
likely. 

ranging frO'IIl 25s to 408. We have 
examined the prices and weights of a large 
number of representative cloths of medium 
counts imported from the United Kingdom 

and from Japan. On the basil' of the prices ruling in 1931, we 
find that the specific duties recommended by us will in the case of 
goods imported from the Unitel Kingdom average approximately 
33t per cent. ad valorem while in the case of imports from Japan 
of similar classes, the specific duties will work (Jut at a considerably 
higher rate ad valorem. During the first few years of the period 
of protection, the prices of goods of medium counts will be per
ceptibly higher than in 1931. Indian mills however are in a 
position to undertake immediately a large extension of the output 
of this class of cloth. We have little doubt that if protection is 
granted at the rates we have proposed, Indian mills will soon reach 
the stage of being able to meet the whole requirements of the 
country in respect of cloth of medium counts. We anticipate that 
within a period of a year or two, the prices of such classes of cloth 
will be determined mainly by internal competition among Indian 
mills. Since the introduction of the temporary duty last August, 
very keen competition has already set in between Bombay and 
Ahmedabad mills as regards the trade in Calcutta dhutis. This in 
our opinion is an indication of what will immediately happen in 
respect of all classes of cloth of medium counts if our proposals are 
accepted. 

156. As regards cloths of finer counts, the bulk of which is nOw 
imported from the United Kingdom, our examination of the prices 

N . . . f and weights of representative goods indicates o rise In prices {J 

higher counts likely. that on cloths of average count 40s to 50s, 
the specific duties will approximately repre

sent a general ad valorem rate of 25 per cent. Above 50s, the 
specific duties will, represent generally an ad valorem rate of not 
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more than 20 per cent. In Appendix VIII we set out an analysis 
of the average weight and prIce of bleached goods imported from 
the United Kingdom during 1926-3l. These goods consist mainly 
of counts above 50s. It will be found that taking the average 
price of bleached goods over the whole period, the specific duty 
we have proposed will be not above Hi per cent. Even on the 
relatively low prices of 1930-31 the average incidence will not be 
above 21 per cent. 

157. It has been constantly urged by witnesses in the course of 
this enquiry that a lower proportionate rate of duty on cloth of 

higher counts will lead to its substitution'on 
Relative value of fiDe a large scale for cloth of lower counts on 

~d a~ cloth per unit the ground that area for area fine cloth is 
. often cheaper than coarse cloth. This last 

statement which occurs in Mr. Hardy's report has been taken out 
of its context and employed by witnesses as an argument for proving 
that from the point of view of the average consumer who wants 
cloth for wearing purposes, the relative cheapness per unit of area 
of fine cloth will lead to an increased demand for it when the duty 
on coarse cloth is relatively high or when there is a general fall in 
purchasing power. M.r. Hardy illustrated this statement by 
figures of prices per unit of area of several classes of Lancashire 
cloth of varying counts. The figures are set out at page 85 of his 
report. It will be seen from these figures that cloth of counts 
38s x 38s costs for example more per unit of area than cloth of 
counts 60s x 80s. It is however forgotten in the use which 
witnesses have made of these figures that it is assumed that all the 
cloths shown in the Table are of the same reed and pick. The 
proposition is correct if this assumption is made, but the assumption 
renders the statement altogether so theoretical as to give it little or 
no value in actual practice. If the number of reed and pick in 
cloth of count 38s is just sufficient to provide adequate cover, the 
same reed and pick in cloth of counts 60s or 80s will be far from 
sufficient to provide the necessary cover. The number of reed and 
pick in cloths of different counts of yarn differs so widely that 
except within very narrow limits it is incorrect to state that area 
for area fine cloth is cheaper than coarse cloth. If the statement 
were generally as true as some witnesses have suggested, the gene~ 
ral fall in purchasing power during the past two years should have 
led to a large increase in the demand for fine cloth as com pared 
with coarse cloth. On the other hand the large faU in imports 
from the United Kingdom and the increase in the production of 
Indian mills show that the suggestion that area for area fine cloth 
is cheaper than coarse cloth is for practical purposes incorrect. In 
the first place, manu£acturing expenses are higher per unit of area 
in respect of fine cloth than of coarse cloth. Secondly while the 
cost of cotton may be assumed to be lower, this is counteracted by 
the necessity of using more expensive cottpn and of increasing the 
reed and pick in the manufacture of fine cloth except where the 
margin of difference in fineness is very small. 
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158. We haye explained that the ad valorem duties under our 
proposals ar~ intended to serve as revenue and not as protective 

Application of Ottawa duties. The purpose of these duties is ~o 
Trade Agreement., safeguard the revenues of the Government In 

cases where the specific duty may be lower 
than the revenue dutY! at the ad valorem rate. The level at which 
the ad valorem' duties are fixed will therefore depend under our 
scheme on the budgetary requirements of the Government from 
year to year, and will be subject to such arrangements as may be 
made by the Government and the Legislature regarding revenue 
duties. In the terms of reference under which this enquiry is 
referred to the Board, our attention is drawn to the fact that" the 
Government of India have decided to discuss at the forthcoming 
Imperial Conference at Ottawa the question whether Great Britain 
and India should enter into a trade agreement embodying a pre
ferential tariff regime so designed as to benefit the trade of both 
countries" . It is announced that a trade agreement has now been 
reached between His Majesty's Government in the United Kingdom 
and the Government of India and will be placed before the Indian 
Legislature for approval. Under the terms of the agreement it 
appears that the principle of preference will be applied so as not 
to affect the protection intended for Indian industries. If the trade 
agreement is ratified by the Legislature, its application to the tariff 
scheme proposed by us will be determined on the basis that the 
specific duties as protective duties will be outside the scope of the 
agreement, while the ,ad valorem duties ali revenue duties will be 
subject to such arrangements as may be made by the Government 
and the Legislature in pursuance of the ,agreement. This consi
deration applies equally to the supplementary proposals contained 
in Chapter X. It will be seen from the tariff schedule in Chapter 
XI that all the articles included in Schedule G to the Ottawa 
Trade Agreement will under our proposals be liable only to the 
revenue duty. In the Indian Customll _Tariff Guide, we find that 
certain articles included in schedule G are classed as piecegoods 
such as cotton canvas, shawls, patent nets, etc. But it is not in
tended under our proposals that the protective duty should be 
a,pplied to these a.rticleS'. 



CHAPTER VIII. 

The Handloom Industry. 
159. Our terms of reference require us to devote special consi. 

deration to the effect which our proposals are likely to have upon 
Soorces of infonnation. the handloom industry. In this Chapter 

therefore we shall attempt to survey the 
present state of the handloom industry in different parts of India 
and to estimate the effect upon the industry of the existing protec
tive duties. We shall thus be able to gauge the manner in which 
the industry is likely to be affected by our proposals. In our 
attempt to survey the present condition of the industry we have 
been greatly hampered by the absence of any authoritative statis
tics, and we have had to rely in the main upon such information as 
Local Governments could supply regarding the industry in their 
provinces. We are greatly indebted to the various Governments, 
particularly those of Madras and Bombay, for the manner in which 
they responded to our request, in spite of the handicap under 
which many of them suffered in the lack of up to date statistical 
information. The Madras Government for example writes:-

" It must be stated at the outset that accurate detailed in
formation about the handloom weavers is difficult, if not 
impossible, to procure. The industry is unorganised and there 
are no statistical returns relating to it. - The sources of infor
mation are (a) census enumeration which 'gives numbers of 
handlooms and of persons employed in cotton spinning, sizing 
and weaving and (6) estimate of output deduced from 
statistics of nett imports of yarn, nett production of Indian 
yarn and consumption in mills and consequent balance 
available for handlooms. Until 1921 it was possible to make 
an estimate of handloom consumption in the Madras Presi
dency, by applying to the items above specified the figures of 
rail borne trade in yarn. But with the subsequent abolition of 
the rail borne statistics of trade that method of calculating the 
Madras output has had to be abandoned, and the only course 
now is to make such assumptions as seem most reasonable as 
to the fluctuations in internal movements of yarn." 

As regaras census statistics, all local Governments refer back to 
the figures collected in 1921, either because those of the 1931 census 
have not yet been published or-as is pointed out by the Govern
ment of Bengal-because the relevant "particulars were not 
obtained in the last census operations". Some local Governments 
e.g., Bengal, Madras, Bombay, Central Provinces, have since 192i 
conducted a survey of their cottage' industries by which they have 
been able to supplement the information compiled at the Census 
regarding the handloom industry and those additional details have 
been placed at our disposal. We have alreaily* commented upon 

* Chwpter II, paragraph 24. 
( 155 ) 
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the method ~f estimating the output of the handloom industry from 
the statistics of yarn imported, manufactured and consumed in the 
mills which was first adopted by the Indian Industrial Commission 
(Appendix I) and developed by Mr. R. D. Bell, formerly Director 
of Industries, Bombay, in his " Notes on the Indian Textile Indus
try with special reference to Hand Weaving ", and we have observed 
that this method involves so many assumptions that its results can 
never be more than approximately correct. 

160. It is unnecessary to emphasise the importance of hand 
spinning and weaving as a domestic industry, providing an occupa

Extent and Distribu- tiOl~ for the agric~turist in the soo.s~n wh~n 
tiou of the industry. agrIcultural work IS slack and enabhng hIm 

to use time which he would otherwise waste 
in producing goods of a certain-even though limited-value. 'fhe 
industry is spread all. over the country. Since for a large number 
of those who are engaged in it, it is a secondary occupation ancil
lary to agriculture, it is more than ordinarily difficult to form an 
estimate of the number of persons wholly or partially dependent 
upon it. Nor have we been able to obtain a reliable statement of 
the number of looms in the country:. At the Census of 1921, the 
number of handlooms were enumerated in most provinces and in 
some States. These figures are given in the Table below:-

Ajmer-Merwara 

Assam 

Bengal • 
Bihar and Orissa 

Burma 

Delhi 

Madras 
Punjab ,_ 

Baroda 

Bytlerabad 

RajJ:utana 

TAlJLE LXV. 

Province or State. 
Number of haudlooma 

coonW at Census 
of 1921 •. 

1,58'7 

421,367 

213,886 

164.592 

4.79,137· 

1,667 

169,(03 

270,507 

10,85~ 

115,.u 

89,741 

1,938,178 

-This is the figure given in the Census Report. The Government of Bunna 
now report that in 1921 the number of handlooms including primitive (gyat) 
looms W88 569,473. . 
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It will be observed that no figures are given for such important 
provinces as Bombay, the United Provinces and the Central Pro
vinces or for such important States as Kashmir,. Mysore, the Cen
tral India States or the States connected with the Presidency of 
Bombay. The only State for which we have received figures is 
Hyderabad; but we have obtained reports for all the provinces and 
the figures we have received are roughly as follows:-

.Assam 
Bihar and Orissa 
Bengal 
Bombay • 
Burma 
Central Provinces 
Delhi 
Madras 

TABLE LXVI. 

North-West Frontier Province 
Punjab 
United Provinces 
Hyderabad State 

Number of handlooDl8 . 
425,000 
150,000 
200,000 
100,000 
569,473 
100,000 

TOTAL 

450 
225,000 

500 
140,000 

75,000 
l~,OOO 

2,125,423 

If to these figures we make additions based on the 1921 Census 
figures for Ajmer, Baroda and Rajputana, the resultant total will 
exceed 2,250,000; and provision for the States regarding which we 
have no information would probably raise t 1lis figure to 2,500,000. 
We have been informed that each loom may on the average be taken 
to represent a family wholly or partly dependent upon it; so that 
the number of persons who rely in some measure upon this industry 
for their support cannot be less than ten millions, a number greatly 
in excess of that supported by any industry except agriculture. 
Two and a half million looms, working 200 days in the year (the 
industry is largely of a seasonal character) and producing on the 
average 7t yards of cloth a day would produce in a year 3,750 
million yards of cloth; this figure exceeds so greatly the 1,460 
million yards ~iven in Table XXXII for 1931-32, which was 
reached by basmg the calculation on the quantity of yarn surplus 
to mill requirements, that it is clear that either the number of ! 
looms has been over-stated or that a very large proportion of them 
must be idle for the greater part of the year; but the data available 
do not permit of a cIoser approximation. A deputation of weavers 
who made a representation to us in Bombay stated that their looms 
were in full work only for three months m the year and that for 
the remaining nine months work was slack. We may however 
safely conclude that the figures given for the quantity of cloth 
produced on handlooms in Mr. R. D. Bell's Notes and in the 
Bombay Millowners' statements are not unreasonably high. 
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161. In attempting to ascertain the proportion of home spun, 
mill spun and imported yarn used by the handloom industry we 

P d t · f'h have first tried to compute the total amount 
rOUClOn ° orne f . 

spun yarn. 0 hand spun yarn produced. In thIs 
matter we asked the All-India Spinners' 

Association to place at our disposal any information in their posses
sion, but unfortunately we received nothing more than an acknow
ledgment of our letter. We have therefore had to rely upon such 
figures as are contained in the Association's published reports and 
upon the Tough estimates given by Provincial Governments. Mr. 
Arno Pearse quotes an estimate of fifty million spinning wheels 
each producing 48 Ibs. of yarn annually. This is certainly an 
over-estimate and Mr. M. P. Gandhi in his book" How to compete 
with foreign cloth" reduces the estimate of spinnmg wheels to 
five millions and the annual output of each to 25 Ibs. of yarn. 
The All-India Spinners' Association has attempted to organise the 
hand spinning and weaving industries throughout the country. 
The latest publishea report is for the period ending December 31st, 
1931. In this report, which deals with the work of fifteen months, 
we find that 200,000 spinners produced just under six million Ibs. 
of yarn. At this rate the annual output of each spinner will be 
about 24 Ibs. ""Ve have also seen a report of the progress of hand 
spinning in the Mysore State in which we find that in 1930-31 1,800 
spinners produced nearly 37,000 Ibs. of yarn. We therefore con
clude that the maximum production of a spinning wheel, in a year 
may at present be fixed at 25 Ibs. of yarn. The All-India Spinners' 
Association has not brought the whole of the industry within the 
scope of its organisation. In the Punjab it only claims to deal 
with one fifth of the production; and we have seen no estimate of 
the extent to which it controls the industry in other provinces or 
States. If the proportion of one fifth were applicable to all parts 
of the country the total annual production of hand spun yarn would 
be approximately 24 million Ibs. The reports of local Govern
ments indicate a possibl~ production of about 21t million [bs. of 
hand spun yarn, which, with a margin for areas regarding which 
we have received no reports, approximates sufficiently to the figures 
suggested by the report of the All-India Spinners' Association. 
The All-India Spinners' Association claim that since 1928-29 the 
production of yarn under its control has more than doubled and 
that between 1930 and 1931 there was an increase of 17·4 per cent. 
in vardage, of 12·5 per cent. in weight and of 9·2 per cent. in value. 
Th~v do not indicate how far this mcrease is due to an increase of 
hand spinning or to the extension of their organisation to spinners 
who previously were independent of it. 

162. We have seen in Table XXX that the quantity of yarn
mill spun and imported-available over and above mill consumu

tion in 1931-32 was 365 million Ibs. We 
Quantity .of imported assume that out of this total a quantity 

yarn and mIll yarn used. . 1 . h d' f h d eqUlva ent to t e pro u!'hon 0 an spun 
yarn is used for domestic and non-textile purposes. Deducting 
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this quantity of 24 million lbs. from 365 million lbe. w~ have next 
to consider what proportion of the remaining 341 million lbs. is 
imported from foreign countries. The total nett imports of yarn 
in 1931-32 were 31 million lbs. Of the imports 45 per cent. were 
(If counts 3le to 408, 17 per cent. of counts over 40s and 35 per (Jent. 
two folds. We are given to understand that the hand weaver uses 
no imported yarn of counts below 30s and that practically all the 
imported yarn of counts above 30s must be used by the handloom 
industry. In this case the hand weaver must use about 30 out of 
the 31 million lbe. of yarn imported; and the proportions of his 
total consumption will be-

Rand spun 
Mill spun 
Imported 

TABLE LXVII. 

Total 

Million lbs. I Percentage. 

24 
311 
30 

365 

6'6 
85'2 
8'2 

100'0 

From a Table published at page 36 of Mr. Hardy's report it will 
be seen that for the Bombay mills in 1928 the proportion of yarn 
sold for consumption outside the mills was about 30 per cent. of 
the total quantity of yarn spun. If we assume that in this respect 
conditions in Bombay are typical of those throughout the country, 
it follows that the quantity of yarn sold should be about 30 per cent. 
of the total production. In 1931-32 the total production was 966 
million lbs., 30 per cent. of which is 290 million lbs. This is not 
far short of the figures 335 million lbs. at which we have arrived 
ill the quantity of mill spun yarn used by the handloom industry 
and the quantity used for domestic and non-textile purposes. 

163. In regard to counts 248 and below there is hardly anYI 
competition between Indian mill yarn and imported yarn. In 

. , counts 30s and 32s the bulk of the yarn ( 
C?mpetltlOn ,between used by the handloom industry is obtained I 

Indum and lIDported f th I d' 'II b t t . yam, rom e n Ian mi s; u a cer un amount 
of Japanese yarn is preferred on account of 

its quality-t!ven though the price is apt to be slightly higher than 
that of Indian yarn. In counts of 40s and above there is very keen 
.competition between the Indian mills and English and Japanese 
imports. Indian prices are generally so regulated as to be' slightly 
lower than the prices of Japanese yat:n. Yarns of counts above 
f30s are practically all imported and here the competition is between 
the United Kingdom and Japan./.We received a certain amount 
.of evidence in Bengal and also in :Ahmedabad that one effect of the 
swradeshi movement has been to discourage the use of imported 
yarn by hand weavers, and to make it difficult for those ,who still 
use imported yarn to find a market for their cloth. 
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164. Inpa,ragraph 162 we saw that about 85 per cent. of the 
yarn used by the handloom industry is Indian mill yam; and 

. . .'. from the Table prepa.red for Mr. Hardy by 
\of Qcl!l~Ie:,.O:: varieties the Bombay Millowners we find that about 
i' . 80 per cent. of the yarn which the mills sell 

[ 
of co~nts 20s· and below. It follows that the great bulk of the 

. roductIOn of the handloom industry must be coarse cloth. / Thus 
n the Central Provinces the production is said to be mad' up as 

follows:--

lOs. 

128. 

168. 

20.. 

328. 

408. 

Higher oounte 

TABLE LXVIII. 

Counte. Percentage of 
total poduction. 

100'0 

There is considerable variety in the production of dhutis, saris, 
lungis, upper cloths, shirtings, coatings, towels, sheets and t.urban 
cloth which constitute the commonest types manufactured. In the 
'United Provinces there is not much competition in the finer pro
.ducts which cater for special demands; but the coarser cloths have 
to compete both with the products of Indian mills and with im
ported Japanese goods. The mill products are .said to be cheaper 
but ~ess durable. Similar reports come from all the provinces; all 
agree that in coarse saris and dhutis the competition of the mills 
is seriously interfering with the hand weavers' livelihood. In such 
varieties as coatings and shirtings the competition of mill-made 
piecegoods is felt, but not so severely. In Burma the principal 
class of cotton cloth woven on hand looins is lungyi cloth, and to a 
lesser extent coarse cloth for shirting, coating or blanket purposes. 
There is little direct competition with mill-made or imported cloth j 
but the indirect competition is very keen; for example the fashion 
for • shorts' involves the use of cheap imported cloth instead of 
hanG woven lungyi cloth. But in order to illustrate this competi~ 
tion in tabular form we must first consider the cost of producing 
the different varieties of hand woven cloth. . 

\ 165. In the great majority of cases the cost of manufacture is 
Jhorne by a middleman who supplies the weaver with yarn, pays 
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him ~ges either for a day's work or for a finished piece of cloth, I 

C uf arranges to market the cloth and bears the 
oat 0 man acture. risk of making a profit or loss on the tran-

saction. ,The Director of Industries, Bombay, informs us that 80 
per cent. 6f the weavers in the Bombay Presidency carryon their 
industry iJ\, this manner. What therefore affects the economic 
condition of 'the We6ver himself is the amount of wages which he 
receives for his work. We shall first consider the various items 
which go to make up the cost of manufacture, and then deal in 
greater detail with the fluctuations in the wages paid to the weaver. 

166. To the price of raw cotton must be added the charges for 
carding and spinning. In ~dras the cha.rg~ for card~g: is from 

( ) C at I. (1) 1 to 11 allnas a lb.; ill Bombay It. ranges 
H~dBP~. 0 yarn: between It and Ii annas. The charge for 

spinning varies according to the count of 
yarn spun. In Madras the range is from 10 annas to Re. 1 a lb. ; 
and in one part of Bombay the wages vary between 3 annas a lb. 
for 8s counts to 8 annas ;for 16s, 12 annas for 20s, Re. 1 for 24s 
and Rs. 1-8-0 for 30s. The average spinning wheel is said to 
produce ·030 Ibs. of averafe counts 14s in an hour; to spin a lb. 
at this rate would take 33 hours or more than four days of eight 
hours each, for which the wage payable would be 8 annas or rather 
less than 2 annas a day. 

167. The course of prices paid by the handloom industry for 
yarn produced in Indian mills since 1927 when the specific duty 

(2) Mill yam was first applied, is recorded in statements 
· supplied by the Governments of Bombay and 

the Central Provinces. These prices for yarn of counts 20s and 
32s are as follows:..:... 

TAll1E No. LXIX. 

Per lb. 

Prices of count 2011. Prices of count 32&. -
Bombay. Central Bombay. Central 

Provinces. Provinces. 

Re. A ••• Re. A. P. Rs. A. P. Re • .&. P. 

1927 · · 013 3 .. 014 6 o Iii 0 

1928 · . · 012 1 .. 016 0 1 1 9 

1929 011 3 o. 014 6 1 1 2 

1930 . · 0 7 0 .. 0 9 0 011 7 

1931 0 · 0 7 9 .. 010 0 010 7 

of 0 7 6 l 1932 · · 0 8 010 9 1 10 5 
0 8 0 
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a
he rise in th~ price of 32s in 1928 is probably due in part to the

pecific duty but it re:Hects also the rise in the price of cotton at 
his period. 'Ve have made an attempt to ascertain by how much 

the price which the handloom weaver has to pay for his yarn 
exceeds the market price in and the freight from Bombay. Hand
loom weavers can sometimes buy yarn from up country mills at. 
lower rates than it costs them to get yarn from Bombay; but when 

~
they buy Bombay yarn, their charges are increased by the commis
ion charged by dealers. This addition to the Bombay market 
rice and freight varies very much; for example, out of 48 cases, 

!Which we have examined, it is below 1 per cent. in 10 cases,. 

(
!between 1 and 5 pel' cent. in 17, between 0' and 10 per rent. in 10,. 
between 10 and 15 per cent. in seven and over 15 per cent. in 4 

:cases, in one of which it exceeds 25 per cent. This gives an: 
indication of one matter in which the handloom weaver's charge!> 
\might be reduced by an organisation for the economical purchase 
of yarn. -

168. The following statement compares for yarn of counts 40s. 
the prices reported from Bombay and the Central Provinces of the

(3) Imported yarn. yarn imported from the United Kingdom 
and Japan and that ob-tained from Indian; 
mills :-

TAllLE No. LXX . 

. Counts 40s. per lb. 

Indian. 
Imported from Imported froll). 

United Kingdom. Japan. --

Bombay. Central Bombay. Central Bombay. Central 
Provinces. Provinces. Provincea-. 

''- , 

Rs. A. P. Re. A.. P. Rs. A.. P. Rs. A.. P. Rs. A.. P. Rs. A. p~ 

1927 1 1 6 1 0 7 1 2 9 1 2 10 1 3 0 1 1 2 

1928 . 1 2 6 1 7 0 1 2 9 1 6 10 1 2 6 1 5 0-

1929 1 1 6 1 5 10 1 2 9 1 3 2 1 2 3 1 2 10-

1930 o 12 Q 013 2 014 6 1 3 4 013 3 1 1 2-

1931 o 12 9 0-12 2 014 0 .. 013 6 o 12 10.· 

1932 0. 12 0 0. 12 0. 1 2 0. 0.11 7 0. 13 6 011 10 

The variations between the prices reported by the two. pr~vIllces 
are strange. It is difficul~ to account f~r the sharp rIse Ill. the 
prices of both Indian and imported yarn III the Central Pr~VIllCes. 
in 1928 as compared with 1927. If. the figures. are. correct it. must 
be due to special lo~al causes. Neither the rIse III the prlCe or 
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cotto~uring this period nor the specific duty can explaia so ~arge
an increase. It will be noticed also on these figures how little the 
slump in,1930 affected the price of imported yarn in the Central 
Provinces, while prices of Indian yarn in both provinces and of. 
imported yarn in Bombay had collapsed. 

169. The cost of yarn represents about 50 per cent. of the cost 
of the finished cloth. Other charges to be taken into account are 

sizing charges, weaving charges and dyeing 
Other charges. or bleaching charges. The local Govern-

ments have indicated the incidence of these charges per yard of 
cloth, but have not given the data from which this incidence is 
calculated. They have however given for the various kinds of 
cloths the yardage which a weaver should produce in a fuU day's. 
work; this information with the wage payable per yard gives the 
amount which a weaver can earn by a full day's work. In 
Apr,>endix IX. we give statements showing the' cost of production of 
fyplcal klDds of cloth as reported from Madras, Bombay, Bengal, 
Bihar and Orissa and the United Provinces. It will be seen that 
there is a great variety of cloth from province to province, anll 
that the only cases in which a comparison is possible are those of" 
saris woven from yarn of counts 40s in Madras, Bombay and Bengal,. 
and shirtings woven from 20s count yarn in Madras and Bombay~ 
These costs are compared below:- . 



T~BLE LXXI. 

~ r !is ! i 
.. .... ... 1>1) 

& ° '" .~ "" ,g. .. 
.>II 

t ·1 '" 'l :S ( i ° 
oJ ... .. 

Desoription. ~ ~1 1 'i! 8 !iS~ 
CD • .= ~ . .... ~ 

.l Ii . ... .r~ 
i ! 

0'i! :i1 31 ""!il .. ~ E~--
.; ~iJ 81 tI .. '"!is til>. = ~ 

~ a·s 81>. ~"" ~I>. 8 00 ~"" 
..& 

III 8 Cll ,!): 
------

8aritJ. YdII. Rs. a. p. Rs. a. p. Rs. a.. p. Rs. a.. p. Rs. a.. p. Yds. Rs.a.p. 

Madras Woma.n', 4S'x9 3 oz. 8Ox64 4OBX40s 6'3 0 2 6 0 o 7 0 1 6 0 90 4 SO 6 0 90 
sari. per yard. per piece. per pieoe' per pieoe. 

Bomba.y merceriaed 44'xS lib. ... 4Osx40a .. 1 3 0 0 4 0 011 0 . . 2 12 0 6 0 76 
border sari. 16 tolas. 

Bengal coloured 4/5'xll ... ... 401 X 40s ... 015 9 0 6 6 .. . 1 53 16 0110 
lari. per ya.rd. , 

TwiU Skirting. 

Madras . 36'xl 4 oz. 62x62 2Osx20s 4 0 2 S 0 0 6 0 1 2 0 44 2 2 S 9 0106 

Bombay . 30'xS lIb. ... 2/40ax20s .. . 1 4 0 0 2 0 011 0 ... 2 40 S 0110 
83 tolas. per piece. per pieoe. per piece. 
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The weaver's earnings for a full day's work vary in Madras 
between nand 151 annas, in Bombay between 7} and 15 annas, 
in Bengaf between 8 annas and Re. 1-4, in Blhar and Orissa 
from 8t annas to Rs. 1-0-3 and in the United Provinces from 12l to 
15 annas. The Director of Industries, Bombay, has given us 
an interesting description of the effect upon the weavers' wages of 
the different systems under which the industry in that Presidency 
is organised. There are a certain number of centres in the south 
of the Presidency where the handloom industry is l'roducing 
special kinds of cloth which do not come into competItion with 
any cloth manufactured in the mills. In these centres there was 
little or no change in the weavers' wages until the effect of the 
world depression made itself felt at the end of 1929. The fall 
of wages since 1929 in Belgaum has been from Rs. 1-8 to 12 annas 
and in Dharwar from 14 annjl.S to 10 annas. In centres like 
Sholapur too, where the industry is organised on a small factory 
basis and the proprietors of the factories have the means to buy 
their yarn and to market their cloth economically, in spite of the 
fact tbt much of the cloth manufactured on handlooms comes 
into direct competition with similar goods rroduced by the mills, 
there was no lIlaterial fall in wages unti the trade depression 
brought them doWD in 1929. But in centres where the industry is 
not organised, and where the cloth made on the handlooms competes 
directly with the produpts of the mills, wages dropped from Re. 1 
in August, 1927, to 10 annas in November, 1929, and 8 annas in 
May, 1932, the greater part of the faU occurring before the general 
depression began. There can be little doubt that this faU between 
1927 and 1929 was caused by the middlemen who finance the 
industry taking advantage of the increase in the price of yarn 
and the lack of organisation among the weavers. This suggests 
that the weaver is able to meet the competition of the mills if his 
work is organised on a small factory basis, and that he is able 
to meet the higher price of yarn if he is free from competition 
by the mills, but that when he is not organised the combination 
of the higher price of yarn with mill competition has been too 
much for him. 

170. We are now in a position to see how the prices at which 
the products of the handloom are sold compare with the cost of 

manufacture, and how far the margin of 
Competition with mills. fi· d pro t IS re uced by the competition of the 
mills. For Madras unfortunately the only kind of cloth for 
which we can give both cost of manufacture and selling price is a 
fine dhuti-woven from yarn of counts 60s; it costs 6 annas 1 pie 
a yard to make, and it sells for 7 annas a yard; but the mills 
produce a similar article at 5 annas a yard. In the case of 
shirtings (counts 30s to 40s) it appears that the Madras hand
looms can produce cloth at a slightly lower price than the mills; 
but coatings, towels and bleached dhutis are more expensive when 
made by hand than when manufactured in mills. It is claimed 
that the quality of the hand made article as evidenced by the 
number of threads per inch is superior to that of mill product. 
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In Bombay h~nd-made cloth is always more expensive than a 
mill product of comparable quality. In Bengal it appears that 
a checked sari made from yarn of counts 50s to 70s is sold at 
the same price as a mill made article woven from counts 40s to 54s. 
For other provin,ces the information which we have received is 
in more general terms; thus in the United Provinces the hand
loom industry- feels the competition of the mills in the coarser 
varieties of cloth; the mill product is not exactly similar, but 
is designed to meet the requirements of the villagers, but though 
the mill product is cheaper hand woven cloth is preferred on 
account of its greater durability. In Bihar and Orissa we are 
told that competition both from Indian mills and from imported 
goods is most severely felt in the medium qualities, woven from 
counts 20s to 40s. From Bombay comes a definite complaint 
that the mills are now manufacturing saris and bodice cloths of 
patterns similar to those formerly produced on handlooms; the 
price of a sari woven in a mill from yarn of counts 40s is said 
to be Rs. 4'3 compared with Rs. 5'4 which is the price of a similar 
article woven on a handloom. These Bombay weavers ask that 
the mills should be prohibited from weaving saris from yarn of 
counts below 40s. The mills at Ahmedabad have in fact agreed 
not to weave cloth from yarn of counts 18s and below, in order 
to leave the manufacture of coarser cloth entirely to the hand
loom industry, although in practice this restriction appears to 
be confined to mill made khaddar. The conclusion to which we 
come on a consideration of all the evidence at our- disposal is 
that there is practically no competition between the mills and the 
handlooms in the finest qualities of cloth woven from counts 60s 
and above, for people who can afford to buy these superior goods 
wish them to be of special design and it is easier and more econo
mical for the hand weaver to cater for individual tastes than 
for a mill which must aim at mass production. In the case of 
goods woven from counts 20s and below the margin of cost above 
the raw material is so small that there is relatively less scope for 
the economies which attend large scale production. Moreover, 
the market for this coarse cloth is in every village at the hand
loom weavers' very door. Thus, in spite of the development of 
the mill industry, as much as 40 per cent. of the cloth woven 
from yarri of counts 20s and below is woven on handlooms. It 
would therefore appear that although there is a good deal of 
overlapping between hand woven and mill made cloth in counts 
20s and below the position of the mills is not so strong as in the 
higher counts. It is in the medium qualities woven from counts 
21s to 50s that the competition is most severe. As we have seen, 
this can only represent a small proportion of the handloom weavers' 
outnut; though it may probably form a larger portion in some 
localities than in others. 

171. That the protective duties on piecegoods have benefited 
. the handloom . industry is the opinion of the 

\

' ~ffect of protective Governments of Assam, the United PrO'-
dutIes: (a) Duty cn. B'h dO' B : d th piecegoods. vmces, 1 ar an rlssa, urma an e 

Hyderabad State. The Government of the 
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N orth-West Frontier Province express no opinion as to the effect 
of the duty on the industry but emphasise the hardship which the 
duties must inflict upon the consumers, who form practically the 
whole population of the province. The Government of Madras 
point out that the benefit of the duty on piecegoods is principally 
felt by the mills who are the handloom weavers' chief rivals. The 
Government of Bombay express no opinion on the subject, nor 
do the Government of the Central Provinces. The Government of 
the Punjab, while admitting that a heavy duty on piecegoods 
might bolster up the handlaom industry, fear that without an 
equiv,ltlent excise on mill products the competition of the mills 
would be fatal. The Government of Bengal quote their Director 
of Industries who considers that the duty on piecegoods has not 
benefited the handloom industry which must inevitably succumb as 
the mills develop their production. Having considered all these 
expressions of opinion we come to the conclusiQn that /he duty 
on piecegoods by maintaining a level of prices higher than would 
have been possible without it, has undoubtedly been of assistance 
to the handloom industry. It may be true that the mills, for 
whose assistance the duties were designed, have benefited more 
from them and therefore have become better able to fight the! 
handloom industry; but if the mills have been strengthened for 
attack, the handloom weaver has been strengthened for defence. 

172. Out of eleven opinions received from local Governments 
and Administrations, there are only three who consider that the 

(b) Duty on yam. protective duty on yarn has not been injuri-
ous to the handloom industry. The Govern

ment of the United Provinces consider that as the handloom 
weaver can always use Indian yarn and as there is enough internal 
competition among the Indian mills to keep down prices, there 
can be no objection to a duty on yarn of the lower counts which 
compete with the Indian spinning industry. The Director of 
In,lustries, Bombay, considers as we have already Been that the 
Imposition of the specific duty on yarn in 1927 caused a fall in 
weavers' wages in cases where the handloom industry without any 
organisation was producing goods in competition with the mills. 
He estimates that the entire abolition of the duty on yarn would 
not raise the weavers' wages by more than Ii to 2 annas a day; 
nor would it reduce their cost of production sufficiently to enable 
·them to meet mill competition. The Government of Bengal quote 
the opinion of their Director of Industries that the handloom 
industry has not suffered materially from the protective duties 
on cotton yarn. Most of the other replies point out that tho 
protective duty on yarn has raised the price even of Indian yarn 
of non-competitive counts; the Government of Bihar and Orissa 
quote a rise of price of yarn of 20s count from Rs. 7-6 in June. 
1927 to Rs. 10-4 in September of that year. They ask either 
that the duty be entirely abolished and yarn admitted free, or that 
the specific duty imposed in 1927 be removed. The. increase in 
the price of yarn in September, 1927 as compared with the pre
ceding June must have been mainly a reflection of the sharp rise 
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in the price of Icotton between those months, Broach having ri5en 
during the period from Rs. 330 to Rs. 475. The price of 20s 
yarn in Manchester during the same period rose from 121 pence 
to 18 pence. The Government of Madras make the more moderate 
request that the specific duty be abolished on yarn of counts above 
40s which, it is claimed, cannot be obtained from Indian mills. 
The Government of Burma, pointing out that their own spinning' 
mill may benefit a little by the protective duty on yarn and their 
handloom industry by the protective duty on cloth consider that 
these benefits will not compensate for the burden which the duties 
will lay upon the people of the province and ask that Burma should 
be excluded from any legislation carried out in the interests of 
India. The Bombay Millowners' prices of yarn which we have 
quoted in a previous Chapter show an increase in the price of 
Indian yarn of all counts by amounts which ranged from three 
pies a lb. in the case of " 4s Bump" to one and a half anna a lb. 
in the case of lOts and one anna a lb. in the case of 20s to 24s. 
The occurrence of a large increase in the price of cotton at the 
same time as the specific duty was introduced makes it difficult 
to distinguish the effect of the duty on prices. But considering 
the fact that the price of standard long cloth in Bombay rose in 
1928 by only 3 pies a pound as compared with 1927, an increase 
of one anna a pound in the price of yarn of 20s to 248 must be 
attributed partly at any rate to the specific duty on yarn. The 
Bombay Millowners' Association contend that the prices of yarn 
in 1927 were uneconomical and that the duty helped them to raise 
prices to a more economical level. If so, it is obvious that the 
mills' losses were made up at the expense of the handloom weaver. 

173. We are informed by the Bombay Millowners' Association 
that according to the latest information furnished to them between 

90 and 95 per cent. of the artificial silk 
(e) Duties on Artificial . • d. 

silk: (i) Yarn. yarn Imported lllto In ia IS used by hand-
loom weavers, especially in Southern 

India, the Punjab and Burma. Its use in mills has been almost 
entirely given up, partly on account of the difficulty experienced 
by the mills in competing with the heavy importatIons of cheap 
Japanese artificial silk goods and partly in obedIence to the dictates 
of the, Congress that nothing but Indian yarn should be used. 
We are informed that little or no artificial silk Tarn is used in 
Bihar and Orissa, the Central Provinces, the North-West Frontier 
Province, Delhi or, the Hyderabad State. Assam fears competi
tion with her genuine silk and wants sufficiently heavy duties on 
artificial silk to protect her industry. Bengal formerly used a 
-little artificial silk yarn to decorate the border of saries and Bombay 
still uses this yarn for the same purpose. Bengal is now using 
ller own natural silk under the influence of the swadeshi movement, 
and infers that the duties on artificial silk yarn and -piecegoods 
have been beneficial to her silk weaving industry. Bombay points 
out that the quantity of artificial silk yarn used in weaving a 
sari is so small amounting only to a few tolas. that the total aboli
tion of the duty would make a negligible difference in the cost of 
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production. It is true that in the case of the cheapest saris 
which cost Rs. 2-2 or Rs. 2-4 each the artificial silk yl1rn represents 
only three annas or about one twelfth of the cost. But there are 
many of the more expensive varieties in which the cost of the 
artificial silk yarn represents as much as half the total cost of 
production, e.g., Rs. 9-6 out of Rs. 18 or Rs. 18-8, Rs. 3-10-6 out 
of Rs. 6-12, Rs. 3-13-6 out of Re. 1-4 or Rs. 1-8 and Rs. 6-14 out 
of Re. 1~. The United Provinces regard artificial silk yarn as 
the chief hope of the handloom weaver and want the duty reduced 
to a low level. The Punjab Government inform us that their 
artificial silk weaving industry has been 80 seriously affected by 
the competition of imported goods that they are doubtful whether 
it can be revived. They add however that it would be assisted 
by the admission of artificial silk yarn free of duty. The Govern
ment of Madras while admitting that their handloom weavers have 
taken freely to the use of artificial silk yarn in the production of 
saris, dress materials and shirtings, point out that they are unable 
to produce their goods at a cost as low as that at which imported 
goods are sold. 

TAJILE LXXII. 

Cotton a.nd artificial ailk 
mixtures. Pure - artifioial 

Bilk. 
A. B. 

... 
a. p. a. p. a. p. 

Coat of ootton yarn . . . · 1 " 1 , ... 
.. of artificial silk yarn • . · 1 " 1 8 2 2 

D yelng preparation and weaving oharges " 0 15 3 3 8 

-----------
eoat of production . . 6 8 8 3 15 8 

Sale price of oomparable Japanese oIoth · -7-. I 
7 0 " 6 

But even if the local industry could compete with imported 
goods the Madras Government would not encourage the import 
of artificial silk yarn, considering its use detrimental to the 
interests of Indian cotton growers and manufacturers in displacing 
a considerable volume of indigenous cotton and silk goods and not 
even beneficial to the consumer, for goods made of artificial silk 
~o not wear as well as cotton piecegoods. Madras would therefore 
~vel~ome l?rohibitive duties on artificial. silk yarn. This attitude 
18 dIametrIcally opposed to that of the MIllowners' Association, and 
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of the Government.s o~ the. United Provinces and the Punjab where, 
after Madras, artIfiCIal SIlk yarn is most used. The Millowners' 
Association and the Punjab Government recommend itB admission 
fre~ of duty a.B a meas~re of assistance to the handloom industry 
whIle the Umted ,ProvInces Government would be content with 
a low .rate of duty. We should have been inclined to propose a 
reductIOn of the duty on artificial silk yarn in the interests of the 
handloom industry. But since we have no information as to the 
possible reaction of such a measure on the silk industry, we have 
refrained from making any recommendation. 

174. With the exception of the Director of Industries, Bihar 
and Orissa, every authority who has expressed an opinion on 

(ii) Piecegoods. the ~a~ter, as well as t~e. ~illownerB' 
ASSocIatIOn, demands a prohIbItIve duty on 

artificial Bilk goods, the cheapness of which jeopardises the Indian 
silk industry as well as the cotton textile industry both in the 
mills and on handlooms. In Bihar and Orissa no artificial silk 
yarn is used by the handloom industry; imported artificial silk 
goods provide a cheap luxury for the poorer classes; and reduction 
of the duties or their abolition will be in the interest of the 
consumers and is not likely to affect the handloom industry to any 
appreciable extent. There is no discussion of the degree of com
petition between imported artificial silk goods and cotton piece
goods woven on handlooms, which other provinces report to be 
Increasing rapidly in seYerity; but it is unlikely that competition 
which has manifested itself---ia, all other parts of the country 
should not yet have reached Bihar and Orissa; and it is probable 
that this aspect of the question has escaped notice. 

175. We now summarise our conclusions regarding the hand
loom industry. The duties imposed on piecegoods by the Cotton 

Textile Industry (Protection) Act, 1930, 
Effect of duties on have benefited the handloom industry 

handloom weavers sum- 11 ·th h ·11· d t Th d marised. 'equa y WI t e ml In US ry. e uty 
on Yarn, introduced in 1927 has however 

definitely handicapped the handloom industry. In yarn of medium 
and finer counts, the cost of yarn to the handloom weavers has. 
been raised by almost exactly the amount of the duty in comparison 
with import prices. In the coarser counts which represent the 
bulk of the yarn consumed by the handloom weaver, the pricp. 
although still considerably less .thaJl the corresponding import 
price plus duty is higher than it would have been without the 
duty. The severe trade depression which has prevailed since 1929-
has seriously reduced the average earning capacity of the hand
loom -weaver. The effect of the depression has been accentuated 
by the relative increase in the cost of yarn on account of the' 
protective duty. Thus the position of the handloom weaver in 
comparison with the mill industry has considerably deteriorated 
since 1927. The excise duty while it was in force had afforded 
a small measure of assistance to the handloom weaver as against 
the mills. The removal of this duty followed immediately by the 
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protective duty on yarn has adversely: affected the position of the 
handloom industry in competition wIth the mill industry. Since 
the handloom weaver cannot regulate his production according 
to the state of the market without risking starvation for himself 
and his family the true criterion for judging the position of 
the handloom industry is not the proportion of the quantity of 
cloth woven on handlooms to the total production but the wages 
earned by the handloom weaver. Judged by this test, his position 
on the evidence we have received must be regarded with some 
concern. 

176. The bulk of the handloom production consists of cloth of 
counts 20s and below. The manufacturing charges in this class 

of cloth bear a I'elatively small proportion 
Position of handlo,?m to the total cost and hence the scope for :m:ers 

8S compared WIth economies resulting from large scale produc-
. tion by machinery is limited. The hand-

loom weaver has also the advantage of being nearer the market for 
his goods and in closer touch with local tastes and preferences in 
the matter of cloth. As regards the coarser counts, it appears 
therefore that handloom production in India is not uneconomical 
and cannot be dismissed as an industry which will necessarily 
succumb to the mill industry. It is therefore unfair to the hand
loom industry and against the national interest to burden it with 
charges which will impair its competitive strength. n is doubtful 
if in medium and finer counts the handloom weavel' will be able 
to survive the competition of the mills. The cost above raw 
material in these classes of cloth is proportionately so much higher 
that machine production offers great advantages as compared with 
handlooms. The handloom weaver however is in a very favourable 
position as regards cloths of the finer counts in which special 
designs of an artistic character are in demand. Here the 
immemorial skill of Indian handicraft will preserve the handloom 
weaver against mill competition so long as machine made imitations 
are not too cheap. The influx of artificial silk goods is at present 
a more serious menace to handwoven cloth of the finer counts 
than cotton fancies made in Indian mills. It is in medium counts! 
ranging from 30s to 50s where the scope for economies of large 
scale production is considerable and at the same time there i!' 
little demand for artistic work that the handloom weaver's posi
tion is most seriously threatened. Unfortunately in this class 
of cloth, his costs as compared with those of the mills have been 
considerably increased by the specific duty on imported yarn. 

171. Our proposals regarding the duty on yarn are explained in 
Chapter X. It will be seen that we propose a reduction in the 

specific duty on yarn from Ii annas a 
Proposed restriction of pound to 1 anna and also the restriction o.f 

mill output. 
the duty to yarn of counts 50s and below. 

We believe that this will afford a substantial measure of relief 
to the handloom industry. We have received numerous sugges
tions from representatives of handloom weavers and from Directors 
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of Industries for the grant of further relief to the industry. It 
has been suggested that arrangements should be made by which 
mills would agree to exclude from their production those classes 
of cloth which form the bulk of the output of handloom weavers. 
A somewhat similar proposal was made two years ago in connec
tion with the swadeshi movement. Under this proposal the mills 
were required not to produce cloth of counts below 18s. The 
Ahmedabad Millowners' Association accepted this proposal but 
apparently they have confined its operation to mill made khaddar 
and have excluded from its scope all other kinds of cloth of counts 
below 18s. The Bombay Millowners' Association, we understand, 
agreed to exclude from their 'production cloth of counts below lOs 
but asked that various exceptlons should be made -if the limit was 
raised to 18s. The object of these restrictions has been primarily 
to promote the manufacture of handspun khaddar. We have care
fully considered whether any practicable arrangement on those 
lines could be made so as to afford the handloom industry relief 
from competition by mills. The first difficulty in regard to such 
an arrangement is that there is apparently no agreement· among 
handloom weavers as to the classes of cloth which mills should 
agree not to produce. The only feasible basis for any limitation 
is that indicated by counts of yarn as in the proposal referred to 
above. Since the bulk of the handloom production consists of the 
coarser counts, it may appear reasonable to suggest that the line 
should be drawn at 20s or thereabouts. But the representatives 
of handloom weavers in Bombay who appeared before us considered 
that it was more important from their point of view that saris 
of medium counts should be excluded from production by mills 
than the coarser counts. Even if it were agreed to exclude the 
coarser counts, it would still be necessary to exempt from restric
tion various kinds of cloth of the coarser counts which are not 
made by handloom weavers such as drills and jeans, T-cloth and 
domestics, tent cloth, etc. Another difficulty equally important 
is to find means of enforcing a provision on these lines even if an 
agreed basis is found. Considering the number of cotton mills 
in the country and the extent to which they are spread oyer 
the country including Indian States as well as British India, the 
compulsory enforcement of such an arrangement must be dis
missed as impracticable. But although we consider it impossible 
to include· any such provision in our proposals we still think that 
the Bombay and Ahmedabad Millowners' Associations and also 
the other mills in India should regard it as an essential obligation 
arising from the grant of protection to refrain from entering in~o 
unfair competition with the handloom industry so as not to impau 
its relative· position. It is obviously impossible for us to ma~e 
detailed suggestions as to how this obligation may best be dIS
charged by the mill industry .. But we thi.nk t~at the Millowne;s' 
Associations should make a POlnt of keeplng In close touch WIth 
Directors of Industries whose advice on questions regarding co
operation between the handloom and the mill industry Ilhould prove 
of the greatest value. . 
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118. A second suggestion we have received is that since it is 
the cotton mills which stand to benefit chiefly from a policy of 

Proposal to levy cess 
in aid of the handloom 
industry. 

protection a small cess- at a rate not exceed
ing 3 pies a pound should be levied on 
their output for the purpose of creating an 
All-India fund from which contributions 

may be made to the prgvinces in aid of the development of the 
handloom industry. There are various directions inwhich if funds 
are forthcoming substantial assistance may be rendered to the 
handloom industry in the provinces, especially in the matter of 
organising purchase and sale and providing facilities for research 
and training .. We are in sympathy with this proposal and would 
commend it to the Government for favourable consideratIon. If 
it is decided to levy a cess on mill made goods during the period of 
protection, it is essential that an addition at a corresponding rate 
should be made to the specific duty on imported piecegoods so as 
not to impair the measure of protection intended for the mill 
industry. There is one difficulty however which in our opinion 
renders the immediate adoption of the proposal inadvisable. Unless 
means can be devised for levying such a cess on mills situated in 
Indian States as ~ell as in British India, the former will obtain 
an unfair advantage. The output of the mills in Indian States 
is rapidly increasing, their total production being now the highest 
next to Bombay and Ahmedabad. Mills in Indian States already 
enjoy substantial advantages in respect of taxation, labour legisla
tion, etc., and we are averse to any measures calculated to increase 
the comparative disadvantage of mills ilL British India. We 
consider therefore that the question of levying a cess for the assist
ance of the handloom industry should be held over till a constitu
tion is evolved which will enable the Government of India to 
legislate for both British India and the Indian States. 

179. It is convenient at this stage to set out briefly the effect 
of the swadeshi movement on the cotton textile industry during 

the period under review. Its more construc
Benefi~lal effect of the tive aspect may be dealt with first Although 

8~adeshl movement. . . . 
the movement orIgmated as early as 1905, 

it did not assume a definite and concrete shape till the beginning 
of the post war period when the economic and political unrest 
which followed the war contributed a strong impetus to the move
ment. It was during this period that the cult of handspinning as 
the characteristic expression of the swadeshi spirit first came into 
prominence. The economic and political troubles which arose at 
the commencement of 1930 intensified the movement and gave rise 
to well organised and sustained efforts for promoting it. These 
efforts were directed specially towards a more rapid replacement 
of imported cotton goods by goods made in India and have been 
attended with marked success. The fact that these efforts coin
cided in point of time with the introduction of protective duties 
on cotton piecegoods and with the general trade depression renders 
it impossible to distinguish the effect of the movement either 
on the level of prices or on the volume of imports. But it is 



174 CHAPTER VIII. 

jgenerally admitted that the remarkable increase in the production 
of Indian mille particularly in the finer counts during the past 
two years has been substantially assisted by it. The fall in the 
general purchasing power of the country as shown by the drop 
in the prices of agricultural commodities has helped in diverting 
the demand for cloth from high-priced to low-priced goods. This 
accounts partly for the decline in the imp,orts of piecegoods. But 
the decline would not have been so marked or precipitate but for 
the influence exerted in the same direction by the swadeshi move
ment. How far it has helped in raising, or in preventing the 
fall in, the prices of Indian made goods, it iii more difficult to 
estimate. It is fairly obvious that it has had little direct effect 
on the price of the coarser kinds of cloth since the Indian industry 
had already captured by far the greater part of the market for 
such cloth. But we belie-.e that as regards cloth of medium and 
fine counts in which the Indian product is exposed to severe 
external competition, the swadeshi movement has assisted, in con
junction with the protective duties, in preventing 1t larger fall 
in prices. The fall in the prices of piecegoods in India since 1930 
does not appear to be in excess of the decline in cotton prices. 
To this result the swadeshi movement by stim~lating the demand 
for Indian goods must have materially contributed. 

180. The negative aspect of the movement especially in the 
more aggressive form which it assumed since 1930 has to a consider

able extent nullified the solid and substan-
4.dverse eJie~t :If V'e tial advantages which its more constructive 

movement: ('1 Suspen- f d h I d- - d 
sioD of business_ aspect con erre on ten Ian 111 ustry. 

The first and most important element in this 
negative aspect is the frequent suspension of business particularly 
in the city of Bombay in which certain phases of the movement 
found expression. The frequent interruption of business in the 
cotton market and the market for piecegoods and the general spirit 
of uncertainty in business circles which have prevailed since 1930 
have undoubtedly prevented the mills in Bombay from taking full 
advantage of the protective duties and the increased demand for 
Indian piece~oods. The city of Bombay has been the chief centre 
of the negatIve manifestations of the movement and the mills in 
Bombay have thus been placed in a position of serious disadvantage 
as compared with other centres of production. The comparative 
disability of the Bombay section of the cotton industry has been 
accentuated in consequence of it. 

181. Another element of a negative character consists in the 
restrictions which have been imposed in connection with certain 

.. _ _ aspects of the cotton industry. We have 
(u! Restrictions re- already referred to the restriction regarding 

gardmg the use of yarn. the manufacture of khaddar cloth in mills. 
In consequence of this the production of mill made khaddar fell 
from 60'2 million pounds in. 1930-31 to 41·5 million pounds in 
1931-32. The difference represents approximately 5 per cent. 
of the total estimated production of the handloom industry. To 
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this extent the restriction may be said to have been of assistance 
to handloom weavers. The most important restriction relates to 
the use of imported cotton yarn and of artificial silk yarn. Every 
effort has apparently been made to prevent the use of imported 
yarn either by mills or by handlooms. On the former the restric
tion has had little adverse effect since with a protective duty on 
yarn and the recent fall in the prices of foreign cotton the use 
of which has not been restricted, the spinning of yarn of the finer 
counts has been generally profitable for mills. On handlooms on 
the other hand the restriction has in many cases temporarily at any 
rate resulted in serious hardship. The strong prejudice fostered 
against the use of imported yarn has in varIOUS parts of the 
country prevented the handloom weaver from finding a sale for 
cloth of finer counts woven by him; and this has happened at a 
time when as the result of the protective duty on yarn his cost of 
material relatively to cloth has been considerably increased. The 
restriction regarding the use of artificial silk yarn has also had a 
similar effect. With the increasing competition from imported 
goods made wholly or partially of artificial silk, the handloom 
weaver is often compelled as a measure of self-preservation to use 
artificial silk yarn in cloths woven by him either in the fabric or 
for decorative purposes. For such goods it has become difficult 
to find a sale. At the same time there has been no restriction as 
regards the use of imported artificial silk goods which compete 
severely with the product of the handloom weaver. It must be 
remembered that the effect of the swadeshi movement and of the 
protective duties as regards the prices of Indian made cloth has 
been felt least in the coarser counts which form the bulk of the 
output of the handloom industry. 

182. From the figures set out in paragraphs 166 to 168 of this 
Chapter it will be noticed that hand spinning the promotion of 

. . which is apparently the chief object of these 
~estrJCtlOn~ of benefit restrictions has in the meantime shown little 

malDly to mills. H d . . b ·d· progress. an SpInnIng as a su SI lary 
occupation for the agriculturist has considerable economic value 
and if its progress were substantially assisted by these restrictions, 
their usefulness could not be questioned. But we have seen no 
signs of any substantial progress. We have been at considerable 
puins to collect all available information on the subject and the 
veneral impression left on our minds by the evidence of witnesses 
in close touch with rural industries in different Jlarts of India is 
that hand spinning has on the whole derived little impetus from 
the swadeshi movement during the past two years. It follows 
therefore that neither the handloom weaver nor the agriculturist 
has so far benefited to any substantial extent by the restrictions 
imposed on the cotton textile industry in connection with the 
8wadeshi movement. The benefit of these restrictions has been 
confined to the mill industry of -which the Bombay section has 
probably benefif.ed least. 



CHAPTER IX. 

Subsidiary Industries. 

183. We have received applications for protection from two 
. . industries-hosiery manufacture and braid 

A~p.hcatl?nS fr~m the making-the principal raw material of which 
8ubsldlary mdustnes.. . 

IS cotton yarn whICh can be procured from 
Indian mills. 

184. The industry of hosiery manufacture is well established in 
severall parts of the country. It is organised in a variety of ways. 

There are several cases in which hosiery 
departments are attached to large textile 
mills; there are a number of small factories 
in which knitting machines are driven by 

(1) Hosiery manufac-
ture. Extent of the 
hosiery industry. 

power; and in Bengal and the Punjab it is a widely followed 
cottage industry manufacturing articles on hand worked machines. 
We have received representations from the Hosiery Manufacturers' 
Association of Bengal, from factories in Ahmedabad, Lahore, 
Pabna in Bengal, and Rangoon, and from one of the large textile 
miNs in Calcutta to which a hosiery department is attached. We 
have not been able to obtain any precise information regarding 
the extent and distribution of the industry. The Statistical 
Abstract published in 1932 mentions thirty-eight factories, fifteen 
in Bengal, eight in Bombay, eleven in Madras and two in the 
Punjab. These statistics are evidently incomplete. Our infor
mation is that in Bengal there are forty-four factories in which 
the machines are driven by power, thirty being in and near 
Calcutta and eight or nine in Pabna, and about a hundred factories 
in which the machines are worked by hand, while one mill has a 
hosiery department attached. The power factories employ about 
1,000 men and the smaller factories about 2,500. In Bombay 
there are seven factories which employ 847 persons and in Madras 
fourteen factories employ 579 persons. In the United Provinces 
there are hosiery departments attached to four of the textile mills. 
Weare told of six factories in the Central Provinces, but have 
no information how many persons they employ. We have heard 
from one factory in Rangoon. And in the Punjab we are told 
ilf the existence of 160 factories, of which six employ more than 
fifty hands and thirty are worked by power; the average number 
ilf men to a factory is about twenty-five; the total number of men 
in the province emplayed by the industry is upwards of 750 Ilnd 
the total number of machines is about 2,100. Thus so far as 

( 176 ) 
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our information goes, the strength and distribution of the industry 
i. as follows:-

Provinoe. 

Bengal • 

Punjab. 

United Provinoes 

Central Provinoea 

Bombay 

Hadru • 

B1U'ID& • 

Total 

TAlILB LXXIII. 

Number of factories worked by 

Power. Hand. 

" 
30 

100 

130 

Number of men 
employed. 

3,600 

750 

Hosiery Departments in ifom mills. 

6 

7 

14 

Not reported. 

847 

579 

1 i Not reported. 

--lo2--- 230--, I 5,676 

,185. For the manwacture of hosiery, yarn must beunifOl'm in 
diameter and it must also be softer than the yarn used for weaving. 

P f uf 
This softness is obtained by reducing th& 

rocesa 0 man actore. t 't' ., T t f th WIS In spInnIng. 0 compensa e or & 
loss of strength caused by the reduction of the twist cotton of a 
longer Btaple must be uBed than iB required for the spinning of a 
weaving yarn of the Bame count. Thus a mixture Buitable for 
Bpinning counts 26s weaving yarn will be used to spin hosiery yarn 
of counts 20B. The power driven factories in Bengal use 91 per 
cent. Indian yarn which is quite good enough for the manufactur& 
of cheap underwear comparable with the qualities imported from 
Japan., The factory at Ahmedabad buys all its yarn locally except 
a very small quantity of deep coloured brownish Egyptian yarn 
which is used for special purposes. The factory in Rangoon uses 
Indian yarn of counts 16s to 24s, but imports yarn of counts 30s 
from Japan. The Lahore factory prefers Indian yarn to Japa
nese, but uses mostly Japanese yarn both because it is cheaper and 
because it is always procurable in the market. Indian yarn of 
Buperior counts haB to be ordered direct from the mills who are not 
alwaYB ready to cater for small orders. The factory at Lahore 
manufactures only socks and stockings; the other factories from 
which we have received applications make chiefly underwear. The 
process of manufacture is the same in each case. The yam may be 
bought either on cones or in hanks j if bought on cones it can he 
worked on the knitting machines direct j otherwise it has to 11& 
wound on to bobbins.' On the knitting machine the yam is manu
factured into circular rolls of fabrics, of sizes which vary according-
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.to the .size of the machine. When the fabric leaves the knitting 

.dried and calendered. It is next sent to the tailoring department 
machine, it is bleached or dyed according to requirement, and then 
where it is cut by hand to the shapes requiTed for bodies, sleeves, 
necks, etc. All the sewing is done on machines which in a power 
factory are working by power and often at a very high speed. 
From the tailoring department the articles go to be ironed, pressed, 
,stamped and packed. 

186. The monthly statistics of cotton spinning and weaving in 
Indian mills show the quantity of hosiery manufactured. These 

. . figures at the best cover only the production 
IndIall.pro~uctlOn com· of power driv.en factories and do not include 

:pared WIth Imports. . • 
the production of the cottage mdustry 

which, as we have seen, is an important feature in Bengal and in 
the Punjab. And it is by no means certain that the whole produc
-tion of power driven factories is shown; for the output in Bengal 
in 1931-32 is given as 163,000 dozens, whereas the Hosiery Manu
facturers' Association of Bengal state the total annual output of 
-all classes of cotton hosiery goods in their power ariven factories. 
to be 472,000 dozens. This serious discrepancy throws consider
able doubt on the value of the tabulated statistics. But in the 
absence of more reliable figures we show them in the following 
Table together with the imports for the [ast six years:-

TABLE LXXIV. 

Hosiery (stockings and socks and underwear). 

Imports. I Indian Manufacture. 

-- I Average I Average 
Quantity value Quantity Weight weight 
thousaud R Vi!kb per dozen. thousand thousand per dozen. 
dozens. -So 8'

j 
dozens. pounds. 

Rs. I Ibs. 

---
1926·27 4,737 141'71 2'99 352 

I 
983 2'79 

1927·28 4,5I.l 132'21 2'93 456 1,214 2'66 

1928·29 5,149 139'88 2'72 493 1.609 3'26 

1929·30 5,.06 139'09 2'72 576 1,923 3'34 

1930·31 : I 
3,843 86'3& 2'25 500 1,668 3'34 

1931·32 2,593 46'95 1'81 622 1,974 3'17 

It is clear that there is considerable scope for the development of 
the Indian industry, even allowing for omissions in the returns of 
Indian production. 
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187 . We have made a detailed examination of the cost of manu
!facture in a factory at Ahmedabad and also the costs of I.L typical 

Co.t of manufacture of factory placed before us by the Hosiery 
.underwear. Manufacturers' Association of Bengal. 

The minimum economical production for a 
fa~tory is st~ted to b~ about 200 dozens of underwear a day. For 
,thIS production a capItal outlay of about Rs. 1'55 lakh is required. 
There is a widespread complaint that the 5 per cent. allowance 
made by the Income-tax authorities for depreciation of machinery 
.is inadequate, the wear and tear involved by the constant use both 
.(Jf knitting and sewing machines being such that their effective life 
.can ~ever be more than ten years and is often less. It is urged 
,that In England 10 per cent. is allowed on suub. machinery, while 
in the United States of America it is suggested that for sewing 
.machines the allowance may be as high as 20 per cent. We consi
.der that 10 per cent. is a reasonable rate for both sewing and 
,knitting machines. We nItd that the average cost 6f manufactur
ing a dozen vests weighing 3 Ibs. 2 oz. a dozen may be put at 
Rs. 3-5-6, allowing for 16 per cent. wastage of yarn. To this figure 
we add 8t annas to provide for interest on working capital at the 
,rate of 6 per cent. on four months' works costs, depreciation at 10 
per cent. on the machines, and pront at 8 per cent. on the capital 
invested. We thus get a fair se'lling price of Rs. 3-14-0 a dozen. 
-Comparable Japanese vests weighing 2 Ibs. 8 oz. a dozen are im
ported at a c.Lf. price of Rs. "2-6-0 a dozen; so the measure of 
protection necessary is not less than Rs. 1-8-0 per dozen vests. An 
:alternative statement of cost works out toRs. 4-8-0 a dozen after 
-providing for depreciation anrl interest and prqfit. Owing to the 
competition of imported articles the utmost that can be realised for 
these goods which cost Rs. 4-8-0 a dozen to manufacture is 
Rs. 3-12-0 a dozen; 12 annas out of this represents the present du·ty 
at 25 per cent. So the measure of protection required in this C3'*! 

too works out at Rs. 1-8 a dozen. If the duty is levied on the ba~is 
.of weight, allowance will have to be made for tlie difference in 
weight between comparable qualities of Indian and Japanese goous. 
·We understand that the imported goods often weigh not more than 
·two-thirds of the weight of the Indian manufactures with which 
-they compete. Thus Indian goods weighing 3 pounds a dozen have 
to compete with imported goods whose average weight will not be 
more than 2 pounds a dozen. To afford adequate protect~on. it 
will therefore be necessary to fix the duty per pound suffiCIently 
high to cover this difference. This difficuUy will not arise if the 
duty is levied on the basis of quantity. To render any measure of 
protection effective it will be necessary to impose a protective duty 
not only on the impmted articles which co~pete with sit~ilar 
llrticles manufactured in India, but also on Imports of kmtted 
fabric; otherwise it might wel~ p~y the importer ~o imp~rt knitted 
fabric and arrange for the tallormg to be done In IndIa; and .an
:arrangement of this sort might render a~y measure of p:otectloD, 
:nugatory. It will also be necessary to Impose a protective duty 

G 
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on iI?-ports.o{ underwear made from woven fabrics; for there are 
certam. II;rtlCle~ such as cotton crepe vests which come into direct 
competItion WIth. the hosiery manufactured in India. 

188. The only material available to us for estimating the cost 
of manufacturing socks and stockings is a statement from the fac

Cost of manufacture of tory at Lahore. This statement is based on 
BOCks and stockings. an average. production ~f 450 dozen pairs a 

. month, whIle the capacIty of the factory is 
600 dozen !.'au's or e.ven more.. Costs ~t .present average Rs. 3-14-(} 
a. dozen paIrs; but If the eqUIpment IS mcreased to an economical 
SIze, costs should c0lIl:e down to Rs. 2-14-0; and if the factory is, 
worked to full capacIty there should be a further saving of at. 
least 6 annas a dozen pairs. We therefore take Rs. 2-8-0 a dozen 
pairs-including profit, interest and depreciation-as a fair sellinO'"' 
price. Comparable iT apanese goods are imported at a c.i.f. pric~ 
of Rs. 2 a dozen pans. So, the measure of protection required is 
8 annas a dozen pairs. 

189 .. The Tarifi Board in its 1926-27 report rejected the hosiery 
industry's application for protection partly for the reason that it 

Advantages of manu- was not confronted :with unfair competitio~ 
facture in a mill com- from Japan, but chIefly because they conSI
pared with those of a dered that the grant to the hosiery industry 
small factory. of protection on a scale higher than that 
applicalile to other manufactured cotton goods would merely furnish 

. an incentive to textile mills to devote more attention to this branch 
of the industry and encourage them to produce hosiery articles 
in such quantities and at such prices as to ruin the small factories
in which hosiery was mostly manufactured. We have made a 
point of examining this question in some detail in order to under
stand how far the manufacture of hosiery is an industry in which 
a mill which is in a position to produce standardised articles in 
large quantities has an advantage over the smaller producer. While
there are certain hosiery articles for which the demand is constant, 
there are many others of which the patterns and designs are fre-
quently changed. Many varieties of yarn are used, some American 
and some Egyptian. Where the demand is for comparatively smaH' 
quantities and for great diversity of design, the mill is at a dis
advantage; for a smaller plant can adapt itself to new varieties iIl' 
less time and with less dislocation of work, which involves waste, 
than a large mill. And even in the mass production of standardised' 
articles the advantage enjoyed by the min is not so great as might 
be expected. Two great advantages which they enjoy are that 
they can use varn spun in the mill and so save baling and other
charges, and "that the power for the hosiery dep.artment can be
supplied from the same source as the power used III other depart
ments of the mill which saves the cost of a separate staff. We are 
however informed that competition between the Calcuta Municipaf 
Corporati\ln and the Electric Su-pply Corporation has reduced the
prIce charged for the supply of electric energy to small factories to-
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a figure which is comparable with the cost of power supplied to a 
-Bombay mill by the Tata Hydro-Electric Companies. The bulk of 
the expenditure on labour is incurred in the tailoring department 
where the mill has no advantage over the small factory. The mills 
also find that goods which are bleached by hand are preferred in 
~he market to those treated in the mills' bleaching plant, so that 
In this case too they have no advantage. Expenditure on stores 
and packing and interest charges will be the same in a small factory 
as in a mill. While in respect of overhead charges, salaries,and 
wages of daily labour the small factory should have an advantage 
in the closer supervision which the proprietor of a small factory is 
able to exercise; and the small factory is also able to save the 
~xpense which a mill incurs in the commission paid to a selling 
agent. We are thus led to the conclusion that it is only in the 
limited number of articles which are suitable for mass production 
that the mill has any advantage over the small factory, and that 
~ven in the case of these articles the savings secured by the miU 
in charges for yarn and power are to a great extent balanced by 
the advantages which the small factory enjoys under supervision, 
.daily labour and selling expenses. Power represents only 1"06 per 
.cent. of the cost of manufacture of hosiery, and the cost of baling 
yam is not likely to be a higher figure; but the items of expenditure 
in which the advantage is with the small factory represent not 
less than 4"6 per cent. of the whole expenditure. Thus even if the 
mills were induced to develop the hosiery business, it is by no 
means certain that they would be able to displace entirely the 
small manufacturer; and we do not consider that such a remote 
contingency should rule out the hosiery industry's claim to protec
tion. 

190. There are in Calcutta three factories equipped for the 
manufacture of cotton braid; there are ten such factories in Dacca 

(i.) The manufacture 
of the Braid known as 
.. Ghoonsis and Mukta· 
Resia ". 

and four in Delhi. New Industries, Limi
ted, the firm which owns one of the Calcutta 
factories, has applied for the protection of 
the industry by means of a duty of 100 per 

.cent. on all imports. The Company was floated in 1922 with an 
Authorised capital of Rs. 6 lakhs of which Rs. 1 lakh only was 
paid up. From 1919 to 1922 the factory was under private manage
ment. Its original equipment was 600 machines, but from time to 
time the number has been increased till at present it stands at 
2,100. The full capacity of the factory is about 200,000 pounds 
a year, and the greatest output so far attained was 90,000 pounds 
in 1929. The process is simple; the yam is first wound on to 
Rpools; each machine consists of six sets of nine spools each and the 
operation of the machine is planned to move the spools in such a 
way as to plait nine strands of yarn into one strand of braid. There 
is also a small dyeing plant in which some of the braid is coloured. 
'The chief use of the braid is for the threading of jeweUery and 
other decorations when worn upon the person; it is used chiefly in 
::Bengal and also to some extent in Upper India; and the manufac-

G2 
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turer claims that as it is a luxury it should when imported be liable
to a revenue duty at 50 per cent. which for protective purposes
should be raised. to 100 per cent. Most of the imports come from 
Japan, small quantities only being brought from Germany and 
Czechoslovakia. This article does not figure separately in the Cus
toms returns being included under "Haberdashery" which as a 
textile fabric is at present liable to duty at 25 per cent. The re
presentative of New Industries Limited states that he has been 
informed that the annual imports at the Caleutta port are from 
1,200 to 1,500 cases of 100 pounds each. The only other port at 
which it is imported is Karachi; and the quantity brought there 
has not been ascertained but is believed to be small. So far "as
Bengal is concerned, the market in 1929 would appear to have
been, say, 200,000 pounds imported, 100,000 pounds manufactured 
by New Industries, Limited, and 50,000 pounds produced by the
two other factories in Calcutta or 350,000 pounds in all. Thus 
New Industries Limited's factory and the other two factories in 
Calcutta. cl)uld, if working to capacity, supply practically the whole
requirements of Bengal. 

191. The capital cost of a factory equipped to produce 200 Ib8-.
of braid a day or 90,000 Ibs. in a year, working double shift, is-

C 
f estimated at Rs. 62,500; and the amount of 

ost of manu aature. working capital required is Rs. 8,000~ 
Works costs cannot exceed 13 annas 10 pies a lb. (including -9-
annas for cost of yarn). Depreciation at 5 per cent. is 6t pies a. 
lb.; interest on working capital at 6 per cent. is 0"34 pies a lb.;: 
and profit at 8 per cent. on capital of Rs. 62,500 is 10"6 pies a lb. 
The resuitant fair sellin~ price is 15 annas 6'6 pies a lb. Last 
August the landed price (u-duty) of Japanese braid was 9 annas a. 
lb.· at which price a duty of 6t annas would be required to protect 
the Indian industry. 

192. In the case of the steel industry it has been recognised 
that once it is decided to foster the manufacture of steel in India, 

R d t " engineering and other works engaged in the-
ecommen a Ions. f b' to f t I h' h 'd . a rIca IOn 0 S ee, w IC proVl e an m-

direct but immediate stimulus to the production of raw steel, are
ipso facto entitled to claim protection. We consider that the case
of the hosiery and other industries, whose raw material is yarn 
spun in Indian mills, is analogous. The development of these
-industries means a demand for increased quantities of yarn and is 
thus calculated to encourage increased production in _ the mills and' 
thereby to reduce their costs. These industries are so intimately
connected with the cotton textile industry that we have not thought 
it necessary to discuss separately the question whether they fulfil 
the conditions laid down by the Fiscal Commission. We have seen 
that they are unable without assistance to meet the competition of 
imported goods; and we therefore recommend that they be accorded 
a measure of protection corresponding to what we have ascertained' 

• 111 snnas (duty paid price) less 21 &nnas duty at 25 per cent.=9 snna9>-
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to be the difference between their fair selling price and the import 
price of foreign goods of comparable quality. Hosiery goods are 
usually imported in dozens or dozens of pairs and it will bs more 
convenient to assess the specific duty on these units rather than on 
weight. The rates which we recommend are:-

Rs. A. 
Hosiery-

(1) Underwear per dozen 1 8 
(2) Socks and stockings per dozen pairs • 0 8 

or in each case the ad valorem rate of revenue duty 'whichever is 
greater. We recommend that the duty of Rs. 1-8-0 a dozen be 
applied not only to underwear made of knitted fabric including 
knitted garments of all descriptions but also to underwear made of 
woven fabric. We also recommend that knitted fabric imported 
in the piece be liable to the duty proposed for " all other kinds" 
of piecegoods (item 12.'i of the proposed Tariff Schedule in Chapter 
XI). As regards cotton braid we recommend that the manufacture 
of the braids known ill the trade as .. Ghoonsis or Muktakesis " be 
protected by a specific duty of 6! annas a [b. (or the ad valorem rate 
of revenue duty whichever is higher) on those particular braids 
when imported from abroad. It is not necessary to impose a speci
fic duty on other sorts of braid which are not at present 
manufactured in India. The distinction is familiar to the trade 
and will cause no difficulty to the customs administration. 



CHAPTER X. 

Supplementary Proposals. 
193. Under our terms of reference we are asked to examine 

what rates of duty are required in respect (i) of piecegoods made 

D t d d 
wholly or partly of artificial silk and (ii) of 

uy on goosmae tt t't d A ttd' entirely of artificial silk, co on WIS a~ yarn. s s a e In para-
graph 22 the Imports from Japan of piece

goods made of artificial silk have shown an enormous increase 
during the past two years. These articles enter into strong in
direct competition with coloured piecegoods especially cotton 
fancies. It will be seen from the Table in paragraph 24 showing 
the variation in the production of piecegoods in India since 1926-
27 that while the total production of piecegoods increased from 
2,258'7 million yards in 1926-27 to 2,989'9 million yards in 1931-
32, the production of coloured piecegoods showed no increase in 
1931-32 and showed a considerable fall in 1930-31 as compared with 
1926-27. The fact that the production of coloured piecegoods in 
India has .not kept pace with the general increase in production 

-which has taken place since 1929-30 is to. be accounted for partly 
by the fa1l1 in the export trade in piecegoods which consists largely 
of coloured goods. But it is also due to the severe cOmpetition of 
imported artificial silk goods in the Indian market. From the 
figures given in the Trade Returns the average value of Japanese 
goods made entirely of artificial silk fell from 5'7 annas a yard in 
1930-31 to 4'5 annas in 1931-32. The figures given in the monthly 
Trade Returns for August 1932 show an average value of 3'4 annas 
a yard. The imports come almost entirely from Japan which in 
1931-32 accounted for -73'96 million yards out of a total of 74'47. 
Since the imports of artificial silk goods affect equally the mill 
industry and handloom weavers" we consider that effective steps 
should be taken to assist the Indian 'industry against competition 
from this source. In view of the fact that artificial silk goods 
compete chiefly with coloured cotton piecegoods, the rate of duty 
should be based on the measure of protection estimated for coloured 
goods. There is, however, one important distinction between 
cotton goods and artificial silk goods for which allowance should 
be made in fixing the rate of protection. Artificial silk being 
much liO'hter, bulk for bulk, than cotto~, the same weight of goods 
win pro;ide a far greater area in the case of artificial silk than 
cotton. Unless this factor is adequately provided for, the measure 
of assistance will prove ineffective. On a comparison of the ordi
nary types of cotton coloured goods made in Indian mills with- the 
mosb popular qualities of artificial silk taffetas imported from 
Japan, we find that a pound of artificial silk c~oth may correspond 
not infrequently to three thp-es the area prOVIded by a pound of 

< 184 ) 
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cotton cloth. Taking this difference into account and allowing also 
f?r the continuous fall in the recent prices of Japanese artl:ficial 
sIlk .goods, we propose that -the duty per pound of artificial silk 
fabrics should be fixed at over three times the' rate we have pro
posed for coloured cot~on goods. We have recommended a duty of 
61- annas a pound for the latter . We accordingly propose that the 
duty on artificial silk goods should be fixed at Rs. 1-8-0 a pound 
or the ad valorem rate of revenue duty whichever is higher. 

194. Piecegoods composed partly of artificial silk and partly of 
other materials are now liable to a lower duty than goods made 

D • cia d entirely of artificial silk. The duty in the 
Uoy on goo rna e " . 343 h·l . h partly of artificial silk. ~ormer case IS 8 per cent. w I e ill t e 

latter it is 50 per cent. Piecegoods com
posed partly of artificial silk also compete severely with cotton 
goods. According to the Trade Returns for August 1932, the ave
rage value of piecegoods made of cotton and artificial silk imported 
from Japan is 3·3 annas a yard which is almost the same as the 
value of piecegoods made entirely of artificial silk imported from 
Japan in the same month. We consider that the rate of duty we 
have proposed on goods made entirely of artificial silk should apply 
equally to artificial silk mixtures. We think, however, that where 
the proportion of artificial silk in the mixture is not more than 
15 per cent. of the total weight of the fabric, the duty should be 
lower-. If the bulk of the remaining material is cotton, the duty 
should be levied at the rate fixed for coloured cotton piecegoods 
or if wool, at the revenue rate applicable to woollen manufacturel!. 
Imports from Japan of goods composed of cotton and waste silk. 
known in the trade as 'karandy cloth' have shown a large in
crease recently, especially since a protective duty was applied to
coloured woven cotton goods. The total imports in 1931-32 were 
4·05 million yards as against 2·01 in 1929-30. The nett value of 
this class of cloth per piece is almost the same as goods made en
tirely of artificial silk. We propose that the rate of duty applicable 
to artificial silk fabrics should be applied to mixtures of cotton 
and waste silk, except where the proportion of waste silk is not 
more than 15 per cent. of the total weight. In such cases the duty 
will be levied at the rate applicable to coloured cotton piecegoods. 

195. The duty on imported yarn is now fixed at 61 per cent. or 
II annas a pound whichever is higher. While the ad valorem' 

duty in this case is a purely revenue duty, 
the specific duty was introduced in 1927 at 

a rate of It annas per pound as a measure of assistance against 
unfair competition from Japan and subsequently renewed in 1930' 
in view of similar conditions in China. We have found in thiIJ 
enquiry that the cotton textile industry has established a claim to
substantive protection, and it is necessary, therefore, to examine 

Duty on yam. 

• The distinction employe'd by the Customs Department in regard t() 
artificial silk mixtures was based on superficial area (paragraph '1.. Chapter 
n. We consider this an unsatisfactory basis in as much as it will exclude 
the coarser kinds of goods from the protective duty. 
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t.he assistance l'tlquired in respect of yarn on the same basis as 
piecegoods. The bulk of the yarn imported into India is of grev 
y~rn of counts 3~s to 40s. We find from costs submitted by India~ 
nuBs that ~he av~rage .works cost at present of grey yarn counting 
8Is to 40~ Includmg raw c?tton at current rates (which include the 
duty on Imported cotton) In a reasonably efficient mill is 124 pies 
p~r pound. We have allowed 28 pies per pound in the case of 
pleceg~ds on ac~ount o~ d.epreciation, interest on working capital, 
managmg agents commISSIon and profit. In view of the fact that 
yarn is a much simpler product involving less expenditure of fixed 
as well as working capital and less services on the part of the 
mana,gement, we think that an allowance of 12 pies per pound is 
BuffiCIent under this head. This brings the fair selling price of 
grey yarn of counts 3ls to 40s spun is Indian mills to 136 pies per 
pound. The duty free price of Chinese grey yarn of 3ls to 40s in 
1931-32 as shown is the Trade Returns was 130 pies per pound. 
The average price ex-duty of grey yarn of the same counts im
ported from Japan in August 1932 was 124 pies per pound. We 
think on these figures that a specific duty of 1 anna per pound of 
yarn will give the Indian industry adequate protection. We 
propose, therefore, that the duty on yarn should be fixed at 1 anna 
per pound or the ad valorem rate of revenue duty whichever is 
higher. In order to give relief to the handloom industry which is 
the principal consumer of imported yarn, we recommend that the 
specific duty should not be applied to yarn, single or folded, of 
counts above 50s the production of which in the Indian mills is 
negligible. 

196. Imported raw cotton is now liable to a duty of 6 pies per 
lI.b. under the emergency revenue measures adopted last year. In con

sequence of the large increase in the import 
Duty on raw cotton. of raw cotton in 1931 as compared with the 

year immediately preceding it, it has been suggested by witnesses 
interested in the cultivation of cotton that this duty should be made 
permanent. We recognise that the increased imports of cotton in 
1931 were largely due to the decline in the price of foreign cotton 
as compared with Indian cotton as the result of a short crop in 
India coinciding with a bumper crop in America. Although dis
turbance of this kind in the price parity between American and 
Indian cotton is not a regular occurrence, it must be retp.embered, 
as we have already pointed out, that it has occurred three. times 
during the past twelve years. The position of the Indian culti
vator is apt to be attended with serious risk at periods of such 
disturbance especially in view of the fact that the increasing dete
rioration of American cotton bring!! it in competition with not 
merely long staple but also short staf;lle c~tton in Indi!l" We .think 
that provision should be made for lnsurmg the IndIaI?- cultIvator 
against such risks. W e recom~end, therefore, that the Imp~rt duty 
on raw cotton should be retamed at the. present rate durmg the 
periocl of protection. In view of the fact that in our estimate ?f 
the fair selling price the duty on cotton has been taken at thIS 
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raU:. ~ny increase in the duty will hamper the production of finer 
!anetJes o.f goods.. Much the greater part, however. of the cotton 
lmp?rted Into IndJa: last year was of longer staple than is grown in 
IndJa and the Indian Central Cotton Committee have, therefore, 
sugg.ested that the duty should be confined to cotton having a. 
ma~lmum length of staple of 31/32/1 and that in order to provide 
agarnet errors in testing and against indirect competition from 
cottons of longer staple, a margin of 3/6411 may be provided. We 
think that 8 distinction between different grades of cotton for duty 
purposes will seriously disturb their relative values and cause dis
location in the market. We believe also that it will cause grave 
administrative difficulties at th'e Custom Houses, especially at 
ports like Calcutta where no arrangements for testing cotton are 
In existence. Since we have made full provision for the duty on 
cotton in our estimate of the fair selling price 'for the Indian in
dustry, no hardship will be caused by applying the duty to all 
classes of cotton. We propose, therefore, that the duty shouldl 
be levied at the present rate on cotton of aU kinds imported into. 
India during the period of protection. The East African Cotton, 
Merchants' Aaaociation in a representation submitted to us have· 
objected to the imposition of a duty on imported cotton having L 
longer staple than is grown in India. We have explained our rea
Ions for recommending that the duty should be applied to aUl 
classes of imported ·cotton. We have also considered the conten
tion of the Association that the bulk: of the cotton imported from 
Uganda is ginned in factories owned or leased by Indians and that. 
therefore the duty will cause hardship to an important Indian. 
community living overseas. It does not, however, appear to us. 
that the imposition of a duty applicable to aU imported cotton. 
will place Uganda cotton in the Indian market under any disad-
vantage as compared with its position when.th8l"e was no duty at. 
all. We have therefore no xecommendations ,to make regarding
the .representation of the Association. 

197. The Calcutta Flour Mills Association have drawn our atten_ 
tion to the fact that the import duty on wheat of Rs.2 per cwt. 

places Indian Hour mills who produce. 
Duty on starch.. wheaten starch in a position of unfair dis-. 

advantage as compared with foreign exporters of starch to India. 
imported starch being at present free of duty. 'rhe Corn Products. 
Company (India), Limited, who are large importers of 'Corn starch 
for industrial use have strongly opposed this application on the
ground among others that the large falling off in the business of 
local mills is due to the general trade depression and not to the
increased use of imported starching materials. Where an Indian 
indUf!try confines its application to a mere !restoration of tariff 
equality with foreign manufacturers operating in the Indian. 
market, objections of the kind urged by the Corn Product Company 
are hardly relevant. It is impossible to arrive at a correct estimate. 
of the erlent to which trade depression as distinct from foreign 
competition has adversely affected. an Indian !ndustry. Meanwhile. 
it is aa undoubted fact that WhIle the Indian manufacturer haa 
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to bear a heavy charge either in the shape of a duty paid on im
ported wheat or of higher prices paid on account of the duty for 
Indian wheat, the foreign article with which his product competes 
is admitted duty free. This is a clear case of tariff inequality which 
should be remedied immediately. .We are informed that certain 
classes. of imported starching materials lIuch as quellin, textiline, 
etc., are patented articles not made from corn flour and cannot 
therefore be made in India. But to the extent that they serve the 
same purpose as corn starch, their admission into the country free 
of duty places the Indian manufacturer in a position of tariff 
inequ~lity. We consider, therefore, that all imported starching 
materIals whether made from corn flour or not should be charged 
a rate of duty equivalent to the increased cost of Indian manu
facturers on account of the duty on their principal material. 
Having examined the extent to which Indian wheat prices are now 
in excess of those of comparable classes of imported wheat c.i.f. 
Indian port and the quantity of wheat used in the manufacture of 
a hundredweight of starch, making allowance for all utili sable 
waste, we find that the total disadvantage of the Indian industry 
is 15 per cent. of the current price of imported starch of the com
moner kinds. Considering the fact that the Indian flour mill 
industry has a total capacity more than sufficient to meet the 
country's requirement of starch, we recommend that a duty of 15 
per cent. should be imposed on imported starching materials so as 
to place the Indian industry in a position of tariff equality with the 
foreign manufacturer. A duty of 15 per cent. on starch will raise 
the average fair selling price of the cotton textile industry by less 
than ird per cent. We have made enquiries regarding the pro
bable increase in cost in the jute industry on account of a duty at 
this rate on starch and find it is less than .in the cotton industry 
and almost negligible. 

198. The Government of India have referred to us an applica
tion from the Bihar Planters' Association for the imposition of an 

. , . increased duty on synthetic dyes with a view 
,Apphca.tl(~n for protec· to encouraging the growth of the indigo in-

tlOn of Indigo. d t - . I d' S th t' d t us ry In n lao yn e lC yes are a 
present subject to a duty of 10 per cent. 'ad valorem. The applica
tion is one for the grant of substantive protection and not merely 
for the removal of tariff inequality as in the case of the Flour Mills 
Association. This raises a much larger question than we are in a 
position to consider in connection with the present equiry, We 
are, therefore, unable to make any recommendations regarding the 
application of the Behar Planters' Association. 

199. We consider it of f,he greatest importance that the measure 
'If protection granted to the Indian industry should be secured 

, against' any fall in the prices of imported 
I!Dport&Ilce of offsettmg goods during" the period of protection. The 

duties, I I' t' f 'fi d t' h' h . genera app lea Ion 0 speCl e u les w Ie 
'We have proposed will give the industry a greater measure of security 
in this respect than a tariff nomposed m&,inly of ad valorem. duties. 
~ evertheless it is essential that more adequate safeguards of a 
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st~tuto.ry c~aracter should be provided against the risk of protection 
being ImpaIred by a substantial fall in the price of imported goods. 
The factors likely to affect the prices of cotton piecegoods are liable 
to be 80 uncertain in their operation that every possible precaution 
~hould be taken so as to prevent the protection granted to ,the 
mdustry being rendered ineffective. 'Vith currencies divorced from 
the gold standard in the principal countries concerned, there is a 
serious risk of unexpected. developments occurring which may 
seriously react on the level of prices. It must also be remembered 
that the cotton textile industry in Japan is one of the most highly 
rati,.nalised in·lustries in the world having large financial reserves 
at its disposal. From the cotton statistics of Japan published bv 
the Japan Cotton Spinners' Association, we find that the reserve 
funds of the companies included in the Association amounted in 
1931 to 240 million yen as against a total paid up capital of 350 
million yen. The possibility of severe spurts of competition aris
ing under such circumstances which may lead to uneconomical 
prices over short periods cannot be ignored. Weare, therefore, 
strongly of opinion that provision should be made in the Act grant
ing protection to the cotton textile industry for enabling the 
Government to take prompt action without reference to the Legis
lature, if at any time during the period of protection the prices 
of imported goods fall to such an extent as to render ineffective 
the protection intended for the industry. It is essential that action 
in such circumstances should be taken without any delay if it is 
t. prove effective. Suitable arrangements should, therefore, be 
made for a continuous record of prices at the principal Custom 
Houses which will keep the Government in close touch with the 
variations in the level of prices from time to time. Such records 
h'ave, we believe, been maintained by Collectors of Customs since 
the passing of the Act of 1930. The average rupee prices of re
presentative goods imported from any particular country as com
pared with the average price at the time of the grant of protection 
should provide sufficient evidence without any formal enquiry for 
judging whether action on the lines proposed is warranted. We 
have made no suggestion regarding any action by the Government 
in case of a rise in prices. Section 3 (5) of the Indian Tariff Act 
confers upon th~ Gov~rnment the power :0 re~uce or ~ncrease du~ieR 
according as prIces rIse or fall. If prIces rIse durmg the perIOd 
of protection, the extent to wh.ich. the p~otection granted to the 
industry will be rendered exceSSIve 18 conSIderably smaller under a 
system of specific duties such as we have proposed. Besides we con-
8~der that any suggestion that nrotection may be reduced during- the 
period for which it i~ fixed ':I'ill introduc? a se.rious element of un
certainty into the mmds of Investors whICh WIll hamper the deve
lopment of the industry. 

200. The existence of trade conventions and treaties which re
quire. India to' grant most favoured nation treatment to countries 

. trading with her is a matter which require~ 
M"dification of Trade close cODsideration in this cODnection. ,It 

Agre~ments. • I· '11 . I b t f' t' t 18 not mere y 1 ogiea u un aIr 0 Impor.-
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ant interests, in the country that separate action cannot be taken 
against countries solely responsible for a fall in prices. We do not 
necessarily sugg!lst that trade conventions and treaties which ar~ 
likely to hamper the operation of a provision for off-setting duties 
should be denounced. But we think that steps should be taken 
to secure, wherever necessary, a modification of the terms of exist
ing trade agreements which prevent the Government of India from 
taking such steps as may be necessary to safeguard Indian industries 
against specified forms of unfair competition. The Tariff Board 
is primarily interested in protected industries and we would, there
fore, ask that at least such modifications of existing arrangements 
should be obtained as will leave all duties included in Part VII 
of Schedule II of the Indian Import Tariff outside their scope. 

201. We have carefully considered whether any special provi
sion is required immediately in addition to the scheme of protection 

we have proposed against the depreciation of 
~o special provision Japanese exchange. From such evidence as 

agamst exchange depre- h . d't h h . f 
ciation required. we ave recelve 1 appears t at t e C.l. • 

yen prices of piecegoods imported recently 
:from Japan are considerably higher than at the time of the emergent 
-enquiry of last August. This is partly accounted for by the large iri
.creased in cotton prices which has occurred since we reported. But 
the proportion in which Japanese prices have increased suggests 
-that the effect of a higher level of prices in Japan on the costs of the 
industry, especially in respect of imported cotton, is gradually' 
making itself felt. The following list of prices has been supplied 
to us by the Marwari Chamber of Commerce, Calcutta:-

TABLE LXXV. 

June September 
(average) yen 

yen o. i. f. c. i. f. 

Grey shirting (Lady) 4'80 6'75 

. Ditto (Peaches) 4'00 6'25 

Ditto (Flower-Anchor) 4'20 0'90 

Ditto (Hosha) 4'00 1I'1l0 

Ditto (Milkmaid) a'30 40"711 

Gley Dhuti (Flower and Horsehoof) 1-06 1'55 

Ditto (Eagle Orown) 1'05 1'50 

White shirting (Bell l'igeon 4848) . 1'30 ::'00 

Ditto ditto 4949 1'42 3'20 

Ditto mulls (K. S. 0.) 1'75 3'00 
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These figures show an anrage increase of approximately 40 
per cent. Cotton prices during this period rose by about 50 per 
.cent. ; Broach in the latter part of June was at 177 and on the 
7th September at 267. An increase of 50 per cent. in the price 
.of cotton should normally cause an increase of not more than 
about 20 per cent. in the selling price of finished piecegoods against 
.an :'octual. incre~se of 40 per cent. The yen exchange declined 
durmg thIS penod by 12 per cent. The nett increase in the yen 
I'rice of piecegoods was, therefore, greater than the fall in the 

rupee value of the yen. According to the figures supplied to us 
hy the Collector of Customs, Calcutta, forward invoice prices in 
'yen of grey shirtings imported from Japan show an increase of 30 
per cent. and of whiie shirtings nearly 40 per cent. It seems, 
-therefore, that the advantage obtained by Japan from a rapidly 
.depreciating exchange is disappearing for the time being and 
-that no special measures are required at present on account of this 
factor. The situation, however, requires to be carefully watched. 
·The evidence regarding an increase in Japanese prices is not by 
:any means conclusive. Some leading importers appear to think 
that a fresh decline in prices has set in or may soon be expected. 
From such figures of October prices as we have seen we find there 
has been a noticeable tendency to reduce the c.i.f. prices of Japanese 
goods apparently as a result of the recent temporary increase of 
oduty. The reduction varies from 5 to 10 per cent. of the September 
prices. Should developments occur which to any substantial extent 
falsify the tentative conclusions we have formed, there should be 
no hesitation to put in operation the provision for offsetting duties. 

202. The intense competition which has prevailed in the market 
.during the past few years has resulted in practices which appear to 

R 
.. f h M call for an extension of the scope of the 

eVlSlon 0 t e er- M h d· M ks A W h . 
-chandise Marks Act. ere an lse ar ct.. e . ave se~~ In 

the market Japanese dhutis WIth fictitIous 
"Dames of Indian mills designed to mislead purchasers interested in 
buying- Indian goods. Similarly, we have Been dhutis imported 
from the United Kingdom with a " Map of India" printed on it 
·and other designs calculatedio convey a misleading impression re
garding the country of origin. Sometimes also descriptions appeal" 
oOn imported cloth such as " Made out of yarn spun in our mill " 
in the vernacular. We consider that these practices should be 
discouraged by a thorough revision of the Merchandise Marks Act. 
It is necessary also that Indian mills should be required to stamp 
.the correct length on cloth made by them as cases have recently 
.occurred of short lengths in cloths shipped to the Calcutta market 
by Indian mills situated elsewhere. Similarly, in the case of Indian 
·spun yarn we think that mills should be required to pack their 
-yarn in such a way that the number of knots of hanks should as 
in the case of imported yarn indicate the number of counts. In 
-the case of undervests and other hosiery goods, it should be laid 
down that the name of the country of origin should be printed in a 
conspicuous form, even if no description occurs, instead of being 
-written as is now frequently done in very small characters difficult 
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to distinguish'. ,We think that the question of revising the Mer
chandise Marlrs··Act should receive early attention. 

203. The Tariff Board in 1926-21 suggested in paragraph 81 
of its Report that "the Commercial Intelligence Department 

C "1 t' f iii 'at should examine the possibility of compiling-
omp1 a 10n 0 0 C1 th t t" f h d' f 1 h . statistics. e s a IStICS 0 t e pro uctIon 0 c ot IlL:; 

Indian mills in a form in which a compari
son with the figures for imported cloth could be made more satis, 
factorily than is at present possible". This recommendation wa$ 
strongly supported by Mr. Hardy in his Report in 1929. No pro
gress has apparently been made in this direction with the result. 
that the figures of Indian production published by the Director 
General of Commercial Intelligence and Statistics are still pre
sented in a form which serves no intelligible purpose. In respect 
of certain items such as hosiery goods we have reason to think 
that. the figures of production in the published returns are seriously 
inaccurate. The compilation of the statistics of cotton goods in 
a more satisfactory form is an imperative necessity and suitable
arrangements for it should be made, if necessary, by the appoin
ment of a special officer with detailed knowledge of the Indian 
cotton textile industry as well as the import trade in cotton goods. 

204. The Indian Merchants' Chamber of Bombay have made
a strong plea for the encouragement of various Indian industries-

U f I d
· . 1 engaged in the production of articles used 

se 0 n 1an matena. . th tt t t'l . d t W . In e co on ex I e In us ry. e are In 
entire sympathy with the point of view urged by the Chamber that 
unless the policy of protection results in the development not 
merely of the industries to which protection is granted, but also of 
subsidiary industries, it will have failed to achieve its full purpose. 
We consider that if protection for the cotton textile industry is 
extended for the period we have proposed, every effort should be 
made by millowners to encourage use of Indian materials in their 
mills. This is a matter in which millowners themselves should 
take the necessary initiative by getting into closer touch with Indian 
commercial and industrial bodies interested in the sale or produc-' 
tion of articles used in'the cotton textile industry. The proposals 
which we have made regarding the measure and period of protection 
will impose a burden on the country for which in our opinion it is. 
the obvious duty of millowners to provide a commensurate return 
to the country in the form of additional employment for Indiall< 
labour and capital. Similarly it has been brought to .our notice
that Indian insurance' companies do not at present receIve enough 
encouragement from the mill industry. There has been a large
expansion of Indian insurance business in rec~nt years w.hich. has: 
been of immense advantage to the country In many dIrectIons. 
We desire to impress on Indian millowners the importance in the
public interest of supporti~g the dev~lopm~ilt of .this business. In 
making the recommendatIOns contamed In thIS paragraph, w~' 
feel it our duty at the same time to urge the v~~ necessaI~V q~al~
fication that nothing in what we have stated IS Intended to 'llI:ut. 
the discretion of the' mill industry' as regards the standards whICh. 
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may be considered reasonable in the matter of the cost, quality 
or safety of the goods or services required by it. 

205. Before .concluding this report, we desire to refer briefly 
to a matter which has been mentioned by certain witnesses. The 

No proposal for assist- Tariff Board in 1926-27 considered the posi
~ce applicable !lxclusive- tion of the cotton textile industry with parti
.y to Bombay mllis. cular reference to the Bombay mills, and 
~any of ~ts recommendations were so designed as to meet the spe
<:lal reqUlrements of Bombay. The Board considered that there 
were primarily two directions in which Bombay mills might be 
htlped to improve their position as compared with upcountry mills. 
Une was the development of the export trade in piecegoods and 
the other was the spinning of yarn of finer counts from imported 
cotton and its manufacture into cloth. In both these respects 
it was considered that the position of Bombay as a seaport would 
oifer special advantages in comparison with upcountry centres of 
production. As regards the export trade in piecegoods, we have 
already expressed our opinion (paragraph 64) that while the prices 
of Japanese goods were so much lower as to render it impossible 
for Indian mills to meet competition unaided in the Indian market, 
it was unlikely that in foreign markets they could make any head
way unless costs were substantially reduced. As regards the 'pro
duction of finer classes of cloth from imported cotton, we think 
that while Bombay may possess advantages as compared with inland 
centres of production, the growth of the cotton textile industry at 
other Indian seaports such as Calcutta will in course of time deprive 
Bombay of its special advantages in this respect. It will be seen 
from Table XI that the mills in Bengal have increased their pro
duction from 31·8 million yards in 1926-21 to 19·4...million yards 
in 1931-32, representing an increase of 150 per cent. If our pro
posals for assistance are accepted, the progress of mills in Bengal 
will be much more rapid hereafter, especially in the production 
of finer classes of cloth. Calcutta is still the largest centre of trade 
in cotton piecegoods especially in grey goods of medium and finer 
counts. The mills situated in Calcutta will thus enjoy a consider
able freight advantage on finished goods over the Bombay mills. 
As regards imported cotton, on the other hand, Calcutta mills are at 
present at a disadvantage as compared with Bombay in consequence 
of the fact that there are no fumigation arrangements in Calcutta 
and therefore cotton imported from America has to be shipped via 
Bombay. Although this disadvantage does not exist with regard 
to East African cotton, the absence of direct steamer service makes 
it necessary for cotton imported from East Africa to be shipped tu 
'Calcutta also via Bombay. We estimate the disadvantage of 
Calcutta in this respect to be at present not more than 3·68 pies 
per pound of cloth while its advantage over Bombay as ~egards 
piece!!oods destined for the Calcutta market is about 3·15 pIes per 
pound. It is obvious t~at in regard to fi~e! classes of cloth, Bom~ay 
will soon be faced WIth severe competItIOn from Calcutta. mIlls. 
Further, the present disadvantages of Calcutta as regards imported 
cotton are purely temporary. With the development of the trade 
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in imported ootton, the disadvantages to which we have referred!. 
are bound to disappear and the competitive power of the Calcutta 
mills will be considerably increased. In course of time Calcutta. 
mills will, we believe; appear also as a strong competitor of Bombay 
in the export trade in piecegoods. tVe have referred to thes 
facts party in explanation of the omission from this report of an 
proposals calculated to afford special assistance to Bombay. Eve. 
If a case is established for such special assistance, we are unab
to indicate any directions in which it may be effectively grante ,_ 
for neither of those suggested by the Tariff Board in 1926-27 app r 
to be suitable any longer. Although we recognise the great . -
portance of the cotton textile industry to the city of Bomb y, 
we do not think that the future of the industry in Bombay !.an 
be safeguarded except by more effective control on the part o~the· 
management, by strenuous and sustained efforts to reduce costs all 
round and by a more general recognition among the people of
Bombay of the danger to the cotton industry of disturbances in 
the economic and business life of the city. If our proposals. are
accepted, we anticipate a period when Bombay mills will be faced. 
with not less but greater competition than in the past. It will, 
moreover, be competition against which no tariff measures can pro
vide any relief. It is important that these facts should be clearly' 
apprehended since any false sense of security from the continuance
of protection would have unexpected reactions of a grave character_ 



CHAPTER XI. 

The proposed Tariff Schedule. 
206. The tariff proposals contained in this report are set forth; 

in the following Schedule:-

Serial No. Seria.l 
as per No. 
Ta.rilf in the Dnty as -existing in Schednle Sta.tu- Na.me of .. tioles. Proposed dnty. 

Ij,rinted tory 1931-
y the Sohe-

D.G.C.I. dule. -
120 156 A. CottO'll piec,·go.d. (other 

t.h&n fents of not more 
tha.n 9 yuds in length) 

(<0) plain grey, th&t is not (i) of British ma.nu· 5 a.nna.s per lb. or' 
dyed or bleaohed in the fa.cl..re- the all valorem. 
piece or iuterwoven with rate of revenne 
or embroidered by any: 4i annaaper lb. or duty whiohevEr' 
kind of oolonred, priut· 115 p ... cent. all is higher. 
ed. dyed or blea.obe4 l'GIIWem .... bich-
ya.rn, or with any design ever is higher. 
printed or chemically (ii) not of Britieh 
prodnced on the groond mannf....tm.e -
of the fa.brio, of all "* a.nn ... per lb. 'or 
length .. with or withont 31 i per cent. all 
• transverse heading, VAlorem which-
woven or printed. ever is higher. 

(6) l>orderedgrey, Gha.t is, (i) of British ma.nu- 5 annaa S pies per' 
not hleat'hed, printed or fa.oture- lb. or the ae 
dyed in the piece or in- vnloNm ra.te of' 
terwoven with or em· 25 per oent. ad revenue du~y 
broidered by any kind tla/.rem. whiohever lB-
~f coloured. dyed, print· 

(ii) not of British 
higher. 

ed or bleached yarn or 
with a.ny design printed manma.otll1'_ 
or ohemioally .rroduc"d 

31 i per oent. ad on the ~oun of the 
fabrio, with border ... valorem. 
with Gr without 8. 'run', 
with headings woven or 
printed of all lengths. 

(e) white or bleached (i) of British manu- o a.nnas per lb. 01" 
~oods, that is, bleached facture- the all "alore .... 
In the piece, with or rate of revenne-
without borders - .nd 25 per -oeut. IIIl dnty whiohever 
rnnB a.nd beadings, but ~"'LDNm. is higher. 
excluding fa.bri08 .. here 
01'llBmentation of any (ii) not of British 
kind hu been developed reanufacture-
"n the gronnd of the 

3li per cent. lid fabrio by mea.ns of 
ooloured, dyed or ",rint. vlllorem. 
e4 yam either by lnter-
weaving or 1.,. snper' 
imposition or by print-
inq, otherwise tban in 
4ba -hordere CJrioeadings. 

( 195 ) 
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. Serial No. 
ae per 
Tariff 

Sohedule 
printed 
by the 

.D. G.C. J. 

Serial 
No. 

in the 
~t .. tu· 
tory 
Sohe
dule . 

CHAPTER XI • 

Name:of articles. Duty as existing in 
1931. Proposed duty. 

150 126 A. Note to (b) and (c)-

Borders inolude borders 
woveu from all kinde 
of materials iuclu<ling 
cotton coloured, blea· 
ched or grey, ta.ped, 
artificialsilk, silk and 
gold or silver thread. 
"Run H is a. stripe 
running along the 
length of the fabric. 
The width of a run is 
generally the same as 
that of the borders. 

(d) coloured, dyed Or 
printed goods, that ie, 
fabrice woven with 
coloured yarn, dyed iu 
the piece, printed or 
embroidered. iucluding 
all checked, striped 
and embroidered dhutis, 
saris. shawls and scar
ves, with or without 
borders and headiugs. 

(e) aU other kinds n!)t 
speoified above includ· 
ing knitted fabrios of 
all desoriptio:ls. 

(1) Coloured woven 
goode net dyed or 
b leached in the 
piece-

(i) of British manu
facture-

'I ann&B per lb. or 
25 per cent. ad 
""'orem whioh· 
ever is higher. 

(ii) not of British 
manufacture-

41 annas per lb. or 
31t per cent. ad 
calIWem which· 
ever is higher. 

(2) Othe·s-' 
(i) of British ma.nu· 

facture-
25 per oent. lid 

1I410r617&. 
(ii) not of British 

manufaoture -
31t per cent. ad 

"allWe .... 

(i) of British m"nu
fa.cture-
25 per cent. 4d 

"a!orem. 

(ii) not of British 
manufacture.-
31t per cent. ad 

lIa/or8"'. 

6 annas 4 pies per 
lb. or the ad 
lIalIW6m rate of 
revenue duty 
whichever is 
higher. 

116 annas per lb. or 
the lid 1I.1orem 
rate of raveuue 
duty whichever 
ia higher. 

(f) Cotton fents not more 25 per oent. atl lIalo- Atl lIalIW8m rate 
than 9 yards in length. rem. of revenue duty • 

• We :propose that the duty on bleaohpd piecegood~ should be applied to.cotton pieoe· 
-goode nDt lUolu ded in any of the items spoolfied above. 
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Serial No. Serial 
.... per No . 
T8or,ff in the Dut;y 1'S existing in SChedule St&tu· N 80me of .Articles. 1931. Proposed duty-•. 

printed tor;y 
b;y the Scl.e. 

D.G.C.I. dnle. 

----
126 133 ArtilioiOol silk pieoegooda 50 per oent. ad. valo' REI .. 1-8-0 PIT lb. 

rem. or ad. t·el ... e", 
ra.te of r, venue 
duty whichever-
is higher. 

ArtiticiOoI silk manufactures Ditto. Ad val~em ra.te-
of revanue dut;y. 

Silk wOo.te or kOora.nd, cloth Ditto. Ditto. 
Ooud mOonnfa.cturea. 

12" 45A Fabrics other tha.n of silk, 
contOoining a. n ixture with 
not Il'ore than li. P..,l' cent. 
of Oortilici8ol si i k 0' ..... 'a 
.i1k in the t"ta.l wdght of 
tho piece either inler· 
woven or superimposod-

(a) with ootton. 341 per cent. .ad 6 annaa 4 pielr 
.G/orem. ppr lb. Or the-

ad valorem rOote 
of rev.'nne dutI 
Oopplio~ble to 
cotton piece-
goudS.: 

(6) with wool. Ditto. Ad va/o .... m rOote 
of levenue dnty 
OoppJica.ble to-

FOobrics other thAn of silk Ditto. 
woolen goods. 

Rs. 1'8~ per lb. 
cOhtn.ininlf a mixture with ;or ad. .... [ore". 
more t'tan 15 per cent. of rate of revenua 
OortiliciOoI silk or wa..ts .ilk duty whicbever· 
iu the tota.l weight of the is l1igl>er. 
piece. either interwoven 
or RnperlmpOsf'd. .. J. rtioles other tha.n of Bilk 
made of f .bric. oontaining 
a mixture not exceeding 
15 per cent waste ailk or 
artitioial silk. intprwoven, 
embroidereli .or knitted-

(G) with cotton. 3!, per cent. ad Ad. .... It,em rate· 
valorem. of revenue dnty-

applio.ble to 
cotton: manufao-
tnre •• : 

(b) with wcol. Ditto. Ad 1101"""". rate 
of reveuue dntI 
app icOoole to 
woollen mann-
factures . 

Artioles oth~r thOon of silk Ditto. .lid val_". rate-
made ,·f f .. brio. cont .ining 01 Tevenns duty 
a mixture cxcse·· iug If> applicable to 
per o. nt. ortilie; .. 1 Bilk or ,i I k or artiticiOol 
.. aste .ilk iu thu tOlal .ilk maonfao-
weight of the piece. tures. 

"Th1818 the note proposed for co.oured woven. dIed and prmted goode. 
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Serial No. 
as per 
TaniR 

Schedule 
printed 
by tbe 

"1>. G. O.L 

Serial 
No. 

in the 
Statu· 
~ry 

Sohe
dule. 

CHAPTER XI. 

ll' ame of Artioles. Duty lIB existing 
in 1931. Proposed dllty. 

------------/-------/------
]21 

119 

162 

Cotton twist IIond yarns of 11 annas per lb. or 6t 
all counts np to 50s single per cent .• d "lIlor8m 
and folded.- whichever is higher. 

1 auna per lb. or 
the lid ... /,or ... 
rate of revenue 
duty whiohever 
is higher. 

Cotton twist and yarns of 
all desoriptions above 50s 
and cotton sewing and 

Ditto • .Ad "..Iorem rate 
of revenue duty. 

darning thread. 

430 A rtiflcial silk yarn and IS! per 
thread. ".lorem. 

2iC Staroh and Farina Free 

oent. lid .Ad "..lorem rate of 
reveuue duty. 

15 per cent. lid 
,;II/orem. 

123 lOll Hosiery. exoluding artioles 
made of eilk or artifioial 
silk-

45 

(a) Cotton underwear 25 per oent. 
inel uding knitted w.lonom. 
garments of all 
desoriptions and 
nuderwear made 
out of woven 
fabries. 

(6) Cotton Soeks and 
Stockings. 

(c) All other kinds not 
specified above. 

Cotton braids or corda::-

(II) Square or round 
kuown as " Ghoon
sia" or •• Mukta
kesis .. braids. 

(6) All other kinds not 
specified above. 

41A Raw ootton 

Ditto 

Ditto 

Ditto 

Ditto 

6 pies per ponnd 

Ad ~s. 1-8-0 per 
dozen or the lid 
valOf"em rate of 
rev"nne duty 
whichever is 
higher. 

Re. 0-8-0 a dozen 
pairs or the Ad 
"a/t1P6m rate of 

reveuue duty 
whichever is 
higher. 

.Ad valorem rats 
of revenUQ duty. 

6 annaB 6 pies per 
lb. or the ad 
Va lorem rate of 
revenue duty 
whichever is 
higher . 

.Ad 't'IIlonom rats of 
revenne duty. 

6 pies Pllr pound. 

• In oaloulating the oounts of folded yarn. the oounts of the single yarn divided by the 
nnmber of foldl or plies wonId be the resultant counts for duty purposes e.g. h= f.j =6s 
·.n- V-42s. 



CHAPTER XII. 

Summary of Conclusicns and Recommendations. 
(1) The number of mills at work in India has risen from 274 

in 1925 to 312 in 1931. Bombay and Ahmedabad together contaill 
just under half of the mills at work. In Bombay the number 
of spindles workinp; has fallen by 15 per cent., the number of 
looms working by 5·4 per cent. and the number of persons employed 
by 13·5 per cent. Between 1925-26 and 1931-32 the production of 
yarn and cloth has increased in Bombay by 23·4. and 32 per cent. 
in Ahmedabad by nearly 50 per cent. and in the rest of India by 52·8 
.and 62·9 per cent. (paragraph 11). ' 

(2) Between 1926-27 and 1931-32 the annual production of 
yarn has increased by nearly 160 million 100. or just under 20 per 
cent., the most noticeable increase being in counts above 30s 
~8pecially in Bombay and Ahmedabad (paragraphs 12 and 13). 

(3) The production of piecegoods has increased by 32 per cent. 
in these six years, especially in the classes of dhutis, shirtings 
and longeloth, T-cloth, domestics and sheetings and cambrics and 

lawns. The only noteworthy fall is in the production of coloured 
goods in Bombay (paragraphs 14 and 15). 

(4) There has been a substantial increase in the production of 
the finer qualities of cloth. Of the kinds of cloth which can be 
woven from the finer counts of yarn, 21·2 per cent. in 1931-32 
was woven from yarn of counts above 30s as against 9'7 per cent. 
in 1926-27. There has also been an increase in the production 

<If bleached goods (paragraph 16). 
(5) There has been a fall in the imports of yarn, and much 

<If the yarn which used to come from Japan now comes from China. 
'Th~ chief reduction has been in ~ey yarns of counts 31s to 40s 
and in coloured yarns (paragraph 11}. 

(6) There was a phenomenal fall in the imports of piecegoods 
from 1,919 million yards in 1929-30 to 890 million yards in 1930-31 
and 776 million yards in 1931-32. The United Kingdom has lost 
much more trade than Japan; and though there has been a fall 
in the volume of imports from Japan in the last two years, she 
has steadily increased her proportion of the Indian import trade 
(paragraph 18). 

(1} In grey goods the principal classes in which there has been 
a reduction of imports are dhutis from the United Kingdom and 
longeloth and shirtings from Japan (paragraph 19). 

(8) In white goods the United Kingdom has lost trade under 
all heads, but mainly under dhutiB and mulls, while Japan has 
gained chiefly under longcloth and shirtings and nainsooks (para
graph 20). 

( ]99 ) 
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(9) In coloured goods, there has been a reduction in imports of 
all classes from'the United Kingdom and from the Continent since 
1929-30. In the case of Japan the fall occurs chiefly in woven 
goods to which the minimum specific duty was applied in 1930 
(paragraph 21) .. 

(10) There has been a slight increase in the volume of imports 
of artificial silk yarn, but a marked fall in value. Japan in 1931-32 
first began to supply the Indian market and is making rapid pro
gress in its capture (paragraph 22). 

(11) There was a noteworthy increase in 1931-32 in the quantity 
of artificial silk piecegoods imported and Japan has almost suc
ceeded in driving Continental competitors away from the Indian 
market. There has also been a sharp decline in value (paragraph 
22). . 

(12) Apart from the loss of export trade to Hongkong there 
has been little variation in the exports of yarn (paragraph 23). 

(13) As compared with 1926-21 when the Indian market for 
piecegoods was supplied 33 per cent. by imported goods, 40·6 per 
cent. by Indian mill woven goods and 26·4 per cent. by hand 
woven goods, it is estimated that in 1931-32 these proportions 
were--imports 13·1 per cent., Indian mill products 56·6 per cent. 
and handlooms 29·1 per cent. (paragraph 24). 

(14) In grey and white dhutis the decline in imports has been 
made good by Indian mills. In grey longcloth and shirtings the 
United Kingdom has lost trade to Japan, who is also making a 
strong bid for the trade in white shirtings; and the Indian mills 
are steadily increasing their production of this class of goods. 
In T-cloth, domestics and sheetings as also in drills and jeans the 
mills are able to hold their own (paragraph 25). 

(15) There has been a decline in the imports of all kinds of 
coloured goods, but there has been no corresponding increase in 
mill production (paragraph 26). 

(16) There has been a serious falling off in the export trade 
in coloured goods since 1926-21 (paragraph 21). 

(11) There have been breaks in the parity of prices of fndian 
and American cotton in 1920-21, in 1926-21 and again in 1931-32 
(paragraph 28). 

(18) Prices of Indian cotton follow those of American; the low 
levels reached in 1931 could not have brought the grower any 
appreciable profit (paragraph 29). 

(19) The difference in the price of cotton between 1926-21 and 
1930-31 was 30 per cent. for American, 44 per cent. for Indian and 
39 per cent. for Egyptian. The price of yar~ fell in .the same 
period between 30 and 40 per cent. and the prIces of pIece-goods 
fell between 30 and 45 per cent. (paragraph 30). 

(20) The fall in the vrice of yarn since 1921 has ~ad the effect 
of rendering liable to the specific. duty yarn of the hIgher counts, 
which it was intended should be lIable only to the ad valorem duty 
(paragraph 31). 
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(21) 1925-26 was a record year for the Indian cotton grower, 
when 28·4 million acres were sown and 6,215 thousand bale!! pro
duced. The area sown in 1931-32 was only 23·5 million acres. 
The number of bales consumed in Indian mills has risen from 
1,983 thousand in 1926 to 2,345 thousand in 1932; but there has 
been a falling off of exports from 3,729 thousand bales in 1931 
to 1,582 thousand bales in 1932 (paragraph 33). 

(22) The proportion of effective long staple cotton in the total 
Indian crop has risen from 6 per cent. in 1925-26 to 18 per cent. 
in 1931-32 (paragraph 34). . 

(23) In 1927-28 there were large imports of American cotton: 
and in 1930-31 and 1931-32 there was a great increase of imports 
from Egypt and Kenya, while imports from America rose again 
in 1931-32 (paragraph 35). 

(24) The yarn of counts above 24s spun in Indian mills in recent 
years represents 699 thousand bales: 299 thousand bales were 
imported: and the remaining 400 thousand represent 56 per cent. 
of the Indian crop of long staple cotton, of which &5 per cent. is 
exported (paragraph 36). 

(25) No action has been taken by the East India Cotton Asso
ciation on the Tariff Board's recommendation to reduce the number 
of hedge contracts, nor has the change recommended by the Bombay 
Government's Cotton Contracts Act Committee in 1930 been adopted 
(paragraph 38). 

(26) Indian cotton has a notorious reputation for watering and 
false packing. The East India Cotton Association and the Indian 
Central Cotton Committee should investigate methods of prevent
ing the malpractices (,paragraph 39). 

(27) The Bombay Millowners' Association has. been able to 
secure a reduction of the charges for power made by the Tata 
Hydro-Electric Companies and of the charges for water made by 
the Bombay Corporation (paragraph 41). 

(28) There has been a slight improvement in the percentage of 
absentee labour in Bombay from 12·25 per cent. in October 1926 
to 10·04 per cent. in March 1932 (paragraph 42). 

(29) Attempts to improve the efficiency of mill labour in 
Bombay by the introduction of 'efficiency schemes' led to a 
series of strikes which culminated in the general strikes of 1928 
and 1929. One consequence of these strikes has been the collapse 
of organised representation of labour in Bombay, so that it has 
not been possible to make further progress with the introduction 
of ' efficiency schemes' or standardised rates of wages (para
graph 43). 

(30) A labour dispute in Ahmedabad in 1930 was settl~d by 
arbitration, weavers obtaining an increase of 5 per cent. and spInners 
an increase of 8 per cent. in their .wages (paragraph 44). 

(31) This increase of wages in Ahmedabad has raised the level 
of wages there above that of Bombay wages (paragraph 45). 
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(32) There has been no extension of the use of automatic looms 
(paragraph 46). 

(33) But ?oth. in Bombay and in Ahmedabad there has been a 
great extensIOn In the last two years of double shift working 
(paragraph 47). 

(~4) Millowne~s and operati"!es hav.e come to no agreement re
gardmg the fixatIOn of a defimte perIOd of rest for the morning 
meal (paragraph 48). 

(35) An experiment has been made in the substitution of a 
special labour officer for the system of recruitment through jobbers, 
(paragraph 49). 

(36) Since March 1931 a standing order has been in force in. 
Bombay under which' fines are credited not to the mill, but to a 
welfare fund for the benefit of the operatives. And a weaver who, 
damages cloth is given the option of a fine instead of being com
pelled to take over the damaged cloth at its full value (paragraph 
50). 

(37) Little advance has been made in the housing of labour or 
in the organisation of welfare work (paragraphR 51 and 52). 

(38) Some progress has been made in the provision of technical 
education by altering the course at the Victoria Jubilee Technical 
Institute and by the extension of the scope of the Textile Technical 
School at Parel (paragraph 53). 

(39) The Tariff Board's recommendation that millowners in: 
Bombay might introduce a system of mutual insurance against fire
has not been adopted (paragraph 54). 

(40) The Bombay Millowners' Association. has adopted the re
commendation that it should maintain a record of the prices of 
imported goods. It has also succeeded in establishing a scheme or 
registration of Trade Marks and Numbers (paragraphs 56 and 57). 

(41) There has been a substantial writing down of capital in: 
Bombay Mills since 1926 (paragraph 59). 

(42) A proposal for the amalgamation of thirty four mills in 
Bombay was discussed in detail, but finally abandoned (paragraph.. 
60). 

(43) The, Indian Stores Department in its Report for 1931-32 
testifies to the quality of the goods produced in the mills and to the 
growing diversification of their production (paragraph 61). 

(44) Energetic measures have been adopted by the Bombay Mill
owners' Association ,to improve the system of sales (paragraph 63). 

(45) Nothing has been done to develop the export trade in cotton 
&Q.ods (paragraph 64). 

(46) The cotTon textile industry in India is generally carried 
on under the managing agency system; but there are important 
differences in the manner in which this system is worked between 
811Ch centres as Bombay, Ahmedabad and. Calcutta. The most im
portant variations are found, from an examination of Tepresenta-
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tive managing agency agreements, to relate to such matters as the 
per~od for which the agreement remains in force, the method by 
whIch the agents' remuneration is calculated the relations between 
the ag~nts .and dire~tors of the co~pany,. th~ agent's right to com
pensation In case hls agreement IS termmated by the winding u.p 
4)£ the company or otherwise, and the agent's right to assign hIs 
interest or duties under the agreement (paragraph 67). 

. (47). The chief functions. of the managing .agency system in the 
mdustrlal economy of IndIa are first the plOneering of new en
terpl"ises, secondly the provision of finance, and thirdly the day 
to day management of industrial concerns. The first of these func
tions has now little application to the cotton textile industry (para
graph 69). 

(48) The managing agent still plays an important part in financ
ing the industry, both by direct loans and by guaranteeing advances 
made by banks and upon the reputation and influence of the 
managing agent depends to a great extent the facility with which 
a company can obtain share capital or attract deposits (paragraph 
10). 

(49) It is not at present possible to transfer these' financial re
sponsibilities to any other agency (paragraph 71). 

(50) There is some force in the criticism that the financial 
methods of managing agents are unsound in so far as they are 
inclined to finance fixed capital expenditure by short term funds; 
but in practice these methods are successful so long as the manage
ment is in careful and competent hands. The personal facto)" 
-cannot be ignored in judging the managing agency system (para
,graph 72). 

(fil) There is'little justification for the practice which is not 
uncommon, of investing the surplus funds, or funds raised on the 
,credit, of one company in another concern under the same manage
ml'nt (paragraph 73). 

(52) 'fhe larger the holding of a managing agent in the share 
-capital of a company, the closer the identity of his interests with 
those of the company, but the less effective the control of the share
holders over him. Here too it is the personal element which deter
mines the character of the management (paragraph 74). 

(53) In their daily management of the industry managing 
agents are criticised chiefly for the manner in which they perform 
:such subsidiary services as purchases, sales and insurance for their 
companies. The abuse of the system occurs when the managing 
:a<7ent has a financial interest in these services. It is the agent's 
,d~ty to pass on to the company the benefih of any discount, rebate . 
-or commission which he may receive in excess of his out of pocket 
.expenses (paragraph 75). 

. (54) The agent's remuneration should as a l!ule be in the form 
~f a commission on profits (paragraph 76). 
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(55) Office allowance should not be regarded as an additional 
remuneration; but as a recovery of out of pocket expenditure on 
behalf of t~ comp8Jly (paragraph 77). 

(56) Better results are likely to be attained from close personal 
attention than from large scale production or management; and it 
iii significant that "most of the irregularities brought to our notice 
have occurred in mills included in large groups (paragraph 78). 

(57) Any transfer of interest in the managing a.gency agree
ment should be subject to the approval of the shareholders. No 
transfer of the agreement itself should be valid without the consent 
of the company. There is little justification for the payment of 
compensation to the managing agent on the winding up of the
company (paragraph 79). 

(58) Abuses of the managing agency system can best be checked 
by the influence of the better managing agents themselves and of 
the Millowners' Associations, and by increased co-operation 
between managing agents and organisations representative of the
interests of investors (paragraph 80). 

" --(59) Legislation is desirable in order to define the extent a.n~ 
nature of the control and supervision to be exercised by the direc
tors and shareholders of the company over the managing agents. 
A committee should be appointed to report on the manner in whicn 
the Company Law should be amended (pararaphs 81 and 82). 

(60) To determine the measure of substQnhve' protection 
required by the industry it is necessary to consider the costs of 
mills of a reasonable standal:d of efficiency (paragraph 84). 

(61) The conditions of the industry make the task of estimating 
standard costs one of extraordinary difficulty, involving a some
what arbitrary allocation of the total expenditure among individual 
classes of cloth and a selection of mills of reasonable capacity .. 
output and equipment (paragraphs 85 to 88). 

(62) On the average the cost of cotton represents 40 per cent. 
and manufacturing costs 60 per cent. of the total works expenditure
(paragraph 89). 

(63) The determining factor in fixing the size of a mill in India 
is the advantage which a large mill may gain in the cost of power." 
The standard size of a mill in Ahmedabad is 600 to 700 looms with 
20,000 to 25,000 spindles: elsewhere the standard size is 1.000 looms
and 35,000 to 40,000 spindles (paragraph 90). 

(64) The minimum standard of efficiency reasonable under
existing conditions in India is an output per loom per day of 11·4 
lbs. average count 40s and an output per spindle per day of 3·85-
oz. of 40s count yarn. Wastage of raw cotton 12t per cent. and of 
yarn 2} per cent. Complement of labour per day of 10 hours-Ill
per 1,000 spindles and 80 for 100 100ms (including preparatory 
processes in each case). Output in 1931, 79 per cent. of total 
capacity (single shift) (paragraph 91). 
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(Sb) The standard costs for each class of cloth are based on the 
returns of 11 mills in Bombay, 4 in Ahmedabad and 10 in other 
centres of production (paragraph 92). 

(66) Depreciation is allowed at an average rate of 31 per cent. 
on the whole block. Interest on working capital is fixed at 6 
per cent. on a figure corresponding to one-third of the year's works 
expenditure. Managing agent's commission is allowed at 10 
per cent. of the profit including depreciation. Profit is fixed at 
8 per cent. on the fixed capital. Capitalisation is taken at Re. 1 
per pound of cloth (paragraphs 93 and 94). 

(61) No comparison is possible between particular classes of 
Indian and imported cloth; hence it is impossible to estimate the 
measure of protection by comparing the fair selling price of an 
Indian article with the duty free price at which a comparable 
imported article is sold. The only practicable method is to com
pare the fair selling price estimated for Indian cloth with the 
price-less duty-actually realised by the Indian mill (paragraph 
95). 

(68) The objection that the realised price reflects not only 
external but also internal competition has no validity (paragraph 
96). 

(69) The average fair selling prices, the realised prices less duty 
and the measure of assistance required for each class of cloth are 
as follows:-

Average Average Measure 

Class of cloth. fair selling realised price of 1U18istance 
price. Pies (less duty). Pies required. Pies 

per lb. per lb. per lb. 

Plain grey . . 170 118 52 

Bordered grey 196 141 55 

Bl..aohed . 253 189 64 

Coloured . 259 190 69 

(paragraph 91). 
(10) These results are based on the figures of 1931. Since then 

the cost of manufacture has been increased by the new duties on 
raw cotton, dyes and machinery imposed in September 1931. To 
allow for this extra cost, and for the 15 per cent. duty on starch 
which we propose, the fair selling price should! be raised by.1 pies 
a pound for each class of cloth, and the measure of aSSIstance 
need~d may be put at 5 annas a pound for plain grey, 51 annas 
for bordered grey, fi annas for- bleached and 6t annas for coloured 

Ao s (paragraph 98). 

(11) The claim to substantive protection is to be ju~ged ~oth 
y the conditions laid down in paragraph 97 of the IndIan FIscal 
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Commission's Report and by the national importance of the indus
try (paragraph 100). 

(72) India has- a virtual monopoly of short staple cotton. She-· 
also produces sufficient long staple cotton to meet the country's. 
requirements of yarn up to counts 40s (paragraph 101). 

(73) The consumption of cloth represented by yarn of counts. 
above 40s is not more than 20 per cent. of the total consumption 
in the country and it is to this extent alone that India is depen
dent upon imported cotton. Thus so far as row material is con-· 
cerned the industry substantially fulfils the first condition of the' 
Fiscal Commission (paragraph 102). 

(74) Some of the most important mill stores are now produced 
in 1ndia and three of them are protected articles. It is probable 
that the production of others will be undertaken (paragraph 103). 

(75) Although the imports into India. in 1931 represented only' 
15 per cent. of the total consumption in the country, India is th~ 
largest single export market for piecegoods both for the United: 
Kingdom and for Japan (paragraph 104). 

(76) The higher cost of power per unit of output in Indian mills· 
as compared with Japan is due partly to the higher price of electri
city but mainly to the lower efficiency in the Indian mills. The' 
cost of power is generally less than S per cent. of the manufactur-· 
ing charges (paragraph 105). 

(77) The ~reatest disability of the Indian industry as comparedl 
with Japan IS in respect of labour. The labour cost per pound 
of yarn of average count 16s in a Bombay: mill exceeds the cost in, 
a Japanese mill by over 60 per cent., and the labour cost per. loom 
per day on plain grey cloth in a Bombay mill is over 3 times the
cost in a Japanese mill (paragraph 106). 

(7S) The labour cost of weaving in a Bombay mill is estimated 
at 15 per cent. below that in an American mill; and the laboul" 
cost per pound of yarn in Bombay is less than half the cost in a 
Lancashire mill (paragraph 107). 

(79) The number of hours worked per week (single shift) ill' 
India is 25 per cent. higher than in Lancashire. The complement 
af labour in each department is larger in India. The efficiency
of loom and spindle in India is lower. But the rates of wages in: 
India are so much lower that in the aggregate the labour cost in: 
India per unit of the staple line of goods IS generally not higher 
than in Lancashire (paragraph lOS). 

(SO) In the finer classes of goods some mills have already 
attamed a high standard of quality (paragraph 109). 

(81) Attempts to increase the output of the labour in Bombay 
mills have largely failed owing to the opposition of or~anised 
labour; but there is scope for securing economy in this dIrection 
(pamgraph 110). 

(82) The efficiency of India.n ~abour may be improved by the
establishment of closer personal contact between the management. 
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and labour as well as by the adoption of the recommendations of' 
the Royal Commission on Labour in India (paragraph 111). 

(83) The majority of mills in India will find it impossibler 

without the aid of protection, to realise any return on capital or 
to find adequate sums for depreciation, and in many cases even to
meet the whole of their out of pocket expenses (paragraph 112). 

(84) Continued depression of the industry in Bombay is bound. 
to depress prices throughout the country. The immediate result. 
of a serious decline in the production of the Bombay mills, such. 
as might result from the withdrawal of protection, will be a subs~ 
tantial increase in imports. That mills in other parts of India 
cannot adapt their production to the varying requirements of the· 
market with the flexibility and quickness which are characteristic
of the Japanese industry is shown by the experience of_ the years-
1928 to 1930 when the production of the Bombay mills was cur--
tailed by strikes (paragraph 113). . 

(85) The cotton textile industry in India has been affected by 
two developments since 1926-27. One is the rapid progress made
by Japan In technical efficiency (paragraph 114). 

(86) The other is the general economic depression since 1929,. 
which has reduced the purchasin~ power of the consumer and 
necessitated a substantial cut in prIces (paragraph 115). 

(87) The introduction of protective duties on priecegoods in 1930t 
prevented a greater fall in their prices than is explained by the 
fall in the prices of raw cotton. The reduction of purchasing power' 
diverted the demand from high priced to low priced ~oods, and so' 
favoured the Indian industry, which was also assIsted by the 
swadeshi movement. But the withdrawal of protection before the· 
depression is past will cause a serious setback to the industry 
(paragraph 115). 
. (88) The Indian industry has also had to face an element of 

unfair competition in the depreciation of the exchange value of the· 
yen (paragraph 116). 

(89) The amount of assistance. which the industry now requires
makes it difficult to forecast the time when it will be able to dis
pense with protection (paragraph 117). 

(90) But our' estimate of the assistance required is based on the" 
costs of good second class mills. Of the first class mills a few even 
~ow need no protection and the others should within the period of 
protection make such pro~ress as to render them independent of 
protection (paragraph 118). , 

(91) Protection will enable the more efficient mills to develop and' 
extend their operations and 80 stimulate internal competition (para-· 
graph 119). 

(92) A general rise in the level of wholesale prices to that of 
1929 would enable the industry to dispense with about one-fourth 
of the measure of protection which we recommend (paragraph 120) .. 
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/' (93) The national importance of the cotton textile industry is 
1>roved first by the number of people who are supported both by the 
mill and by the himdloom sections of the industry. External com
lletition affects the handloom weaver no less than the mill industry 
{paragraph 122) .. 

(94) Secondly, the amount of capital invested in the industry 
is a consideration of the greatest importance. This amounts to not 
less than 80 crores of rupees representing a potential contribution 
to the national income of nearly 4 crores a year (paragraph 123). 

(95) Thirdly, any decline in the production of Indian mills will 
have a serious reaction upon the cultivator of cotton; for it is the 
demand of the Indian mil1q which ensures him a reasonable price 
(paragraph 124). 

(96) Lastly, any substantial dedine in the fortunes of the 
cotton textile industry must have a most serious effect upon the 
City and Presidency of Bombay (paragraph 125). 

(97) For the purpose of protection specific duties are more appro
priate than ad valorem duties (paragraph 126): 

(98) If protection is to be effective, provision must be made to 
maintain the required measUre of protection in a period of falling 
prices (paragraph 127). 

(99) When there is a decline in the general level of world 
prices a system of ad valorem duties reduces the measure of pro
tection enjoyed by an inaustry at a time when the manufacturer 
is incurring losses in a falling market (paragraph 128). 

(100) Between 1929-30 and 1931-32 imports into India from 
.J apan of the goods liable to specific duty fell ,by 63 per cent., while 
imports of the cotton goods liable only to the ad valorem duty 
increased by 25 per cent., and imports of artificial silk goods, 
which are also liable only to the ad 'wlorem duty, increased by 
nearly 90 pe~ cent. (paragraph 129). 

(101) The loss of revenue resulting from a system of specific. 
duties may be avoided by combining the specific duty as a minimum 
duty with an- alternative ad 't'alorem duty at a rate not lower than 
the rate of revenue duty (paragraph 130). 

(102) . Custom Houses have gained experience in applying 
specific duties based on weight to certain classes of piecegoods. 
The di:fficul~ies of administeri!lg the system or extending it to other 
('lasses of plecegoods are not msuperable (paragraphs 132 and 133). 

l (103) A decision to protect an industry by means of import 
duties implies a scale of duties so arranged that their incidence is 
heavier on the classes of goods which compete with local manu
factures than on those which do not compete (paragraph 134). 

(104) The piecegoods market in recent years has been so 
seriously dislocated by such in:fl.uences as the general trade depres
sion, the fall in purchasing power, political unrest, the present 
protective duties and the increasing competition of Japanese goods, 
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)h~ it can no longer be an objection to specific duties that they are 
calculated to disturb the relative values of goods (paragraph 134)~ 

(105) Specific duties based solely on weight are not likely to
cause any serious disturbance of the relative incidence of taxation, 
except that goods of the coarser counts, in which the need for pro
tection is greater, will be liable to propol·tionately higher rates of 
duty (paragraphR 136 and 137). 

(106) Area is not so suitable a basis for assessment as weight 
(paragraph 138). 

(107) Any system of specific duties should be based on as broad 
a classification as possible. It is unnecessary to have more classes 
than four:-(l) plain grey, (2) bordered grey, (3) bleached, (4} 
printed dyed Rnd coloured woven (paragraph 139). 

(108) No effective protflction can be, given by ad valorem duties 
in the present conditions of the industry. Nor is it possible to 
determine an ad valorem rate of duty based on import prices which 
will be equivalent to a measure of protection fixed with reference 
to prices realised by the mills. The need for protection being 
greatest in respect of cloth woven. from medium Rnd the less fine 
counts, the burden of protection can only be adjusted to the needs 
of the industry, without unduly complicating the administration. 
by specific duties based on weight (paragraph 140). 

(109) The specific duties which we propose should be applied 
to goods of all counts and kinds of weave. The specific duty, being 
our estimate of the measure of protection needed, is a minimum 
below which the import duty should not be reduced during the 
period of protection. Revenue should be safeguarded by an 
ad valorem duty which may be varied from time to time according 
to the Government's revenue requirements (paragraph 141). 

(110) The period of protection should be fixed at ten years. 
Nothing less will afford adequate opportunity for the reorganisation 
and consolidation of the industry (paragraph 142). 

(111) Mr. Hardy's conclusion that the quantity of bleached 
goods manufactured by Indian mills was about one per cent. of 
their total' grey or bleached' production was an underestimate 
(paragraph 145). 

(112) There was also more competition from the United Kingdom 
in respect of dhutis woven from counts 30s to 40s than was recog
nised either by Mr. Hardy or by the Government of India (para-
graph 146). . 

(113) Protective duties should be applied to goods of finer countS' 
botli because they compete indirectly with goods manufactured' 
from Indian cotton, and also to encourage the manufacture of goods 
from imported long staple cotton (paragraph 147). 

(114) The progress of the Indian industry in the production or 
fine quality goods is seen not only from the statistics of production, 
but also from the character of the raw cotton imported (para
graph 148). 
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(115) It is ,also seen from the extent to which it supplies Lhe 
;market for the finer qualities of cloth. The production of cloth 
from yarn of COUl!-ts 26s to 40s in 1931-32 was approximately 765 

.million yaros, nearly -equal to the total quantity of imports that 

.year; and the production of cloth from yarn of counts above 40s 
was approximately 256 million yards, or nearly one-third of the 
total imports (paragraph 149). 

(116) The specific duties which we propose represent practically 
,the average of the rates applicable to British and to Japanese goods. 
It is impossible to make any estimate of Q normal difference in the 
prices of comparable classes of goods between imports from the 

·United Kingdom and those from Japan (paragraphs 150 to 152). 
(117) In the lines in which competition is keenest British goods 

,are often sold at prices closely approximating to those of Japanese 
,goods (paragraph 153). 

(118) The specific duties proposed are based mainly on the 
difference between the costs of manufacturing goods of medium 

.counts and the prices realised for these goods, and it is therefol'e 
necessary, in order to safeguard the industry, to apply the duties 
to all imported goods including those from the United Kingdom 
.(paragraph 153~. 

(119) In cloth of the ('Darser counts internal competition will 
keep the level of prices considel1ably below the level of import 
prices plus duty (paragraph 154). 

(120) In cloth of medIUm counts 25s to 40s the specific duties 
will at first average 33t per cent. ad valorem on British goods and 
.considerably more on Japanese goods. It is anticipated that within 
.a year or two the prices of these goods will be determined mainly 
by internal competition, when the level will fall appreciably 
-(paragraph 155). 

(121) In cloth of counts 40s to 50s the specific duties will repre
sent a general ad valorem rate of 25 per cent; and in cloth of 

-counts above 50s they will not exceed 20 per cent. (paragraph 156). 
(122) The proposition that •• area for area fine rloth is often 

.cheaper than coarse cloth" is correct only within very narrow 
limits (paragraph 157). 

(123) In our scheme the ad valorem duty is intended to protect 
the revenue and the level at which it is fixed will depend on the 
financial requirements of the Government. The protection neces
.sary for thl" Indian industry is given hy the specific duties alone. 
'The scheme of protection will not be affected if the Government 
and the Legislature decide to levy the ad va,lm'em duty at differen
tial rates in pursuance of the agreement reached at Ottawa (para
graph 158). 

(124) Our investigation of the hallcUoom industry has been 
hampered by the absence of authoritative statistics (paragraph 159). 

(125) The number of handlooms appears to be not less than 
:2,500,000 and the number of persons WhOlly or partly dependent 
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on the industry must be in the neighbourhood of ten millions. 
Many of the looms must be idle for the greater part of the year 
(paragraph 160). 

(126) The best estimate we can make of the average annual 
proauctlon of handspun yarn is about 24 million Ibs. This repre
sents about 6·6 per cent. of the to.tal quantity of yarn used. on 
handlooms mill spun yarn amountmg to 85·2 per cent. and Im
ported yar~ 8·2 per cent. The chief competition between mill yarn 
and imported yarn is in counts 30s to 60s (paragraphs 161 to 163). 

(127) There is great variety in the kinds of cloth woven on 
handlooms. The great bulk of the production consists of coarse 
saris and dhutis, and in these varieties the competition of the mill 
is severely felt (paragraph 164). 

(128) Since most handloom weavers are entirely finance~ by 
middlemen who supply yarn and market the cloth, the only Item 
of cost which matters to the weaver is the' rate at which he IS paid 
for his labour. The wages which a handspinner can earn amount 
to rather less than two annas a day (paragraphs 165 and 166). 

(129) The imposition of the specific duty on yarn in 1927 was 
followed by a rise in varying degrees in the prices charged by the 
mills for all kinds of yarn (paragraph 167). 

(130) The collapse of prices from 1929 onwards has completely 
obliterated the slight rise which followed the imposition of the 
protective duty in 1927 (paragraph 168); 

(131) At the present depressed rates a weaver can earn from 
n annas to Re. 1-4-0 a day according to the kind of cloth UPOll 

Which he is working. In Bombay the increase of the duty on yarn 
led to a reduction in wages only in places where the industry is 
not organised and where the handloom industry is producing cloth 
in competition with the mills (paragraph 169). 

(132) In Madras a dhuti which costs 6 annas 1 pie a yard to 
weave on a handloom is sold for 7 annas a yard in competition 

1 
with a simil.ar article woven in a mill which sells at 5 annas a 

~
ard. The evidence, though far from precise, points to the fact 
hat there is little competitIon between mills and handlooms in the 

finer qualities; that there is some competition in the coarse varie-
ties: but that in the medium ranges, woven from counts 20s to 40s, 
the competition of the mills is severely felt (paragraph 170). 

(133) The protective duties on cotton piece&,oods have been a 
benent to the handloom industry. The protectIve duty on cotton 
yarn by enabling the mills to raise the prices of the yarns which 
they spin has injured the handloom industry (paragraphs 171 and 
172). 

(134) Artificial silk yarn is used by handloom weavers in South 
In~ia, In the Punjab and in Burma. There is great divergence of 
opInion whether the use of artificial silk yarn shouid be encouraged 
or not. In so far as it competes with Indian silk and cotton its 
use is deprecated, but it is recognised as a material which enables 
the hand weaver at a low cost to improve the appearance of his 

H 
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manufacture. 'There is practical agreement in the view that the 
competition of art~ficial silk piecegoods is a serious menace which 
must be met by a sufficiently high duty (paragraphs 173 and 174). 

(135) The position of the handloom weaver has been seriously 
affected by the removal of the cotton' excise duty followed by the 
imposition of the protective duty on yarn (paragraph 175). 

/ (136) In coarser counts handloom production is not unecono
mical. In medium and finer counts it is doubtful if the handJoom 
industry can survive (paragraph 176). . ~ .. ,'.' , 

(137) We recommend reduction of the specific duty on yarn to 
one anna a pound and its restriction to counts 50s and below . We 
do not recommend any restriction of the mill pro.duction (para
gmph 177). 

(138) Nor do we recommend the levy of a cess on mill produc
tion without a corresponding increase in the specific duties which 
we propose, and without'the power to impose such a measure on 
mills in Indian States as well' as on mills in British India (para
graph 178). 

(139) The 8wadeshi movement has assisted the Indian mills by 
increasing the demand for their manufactures and by assisting to 
prevent a fall' in prices (paragraph 179). 

(140) By frequent interference with the normal course of 
business, especially in Bombay, the movement has prevented the 
Bombay mills from taking full advantage of the situation (para
graph 180). 

(141) And by the restriction imposed on the use of imported 
yarn, either cotton or artificial silk, hardship has been caused to 
the handloom industry (paragraph 181). 

(142) Handspinning has shown little progress, and the restric
tions imposed on the use of imported yarn have' been of practically 
no benefit to anyone except the mills (paragraph 182). 

143. The hosiery industry is well established in several parts 
of the country especially in Bengal and in the Punjab. It is 
carried on both in power driven factories and as a cottage industry 
with hand machines. It sometimes constitutes a department of a 
textile mill (paragraph 184). 

(144) Yarn suitable feir the manufacture of hosiery is spun in 
mills in several parts of India (paragraph 185). 

145. The frecordedstatistics of production 'are not reliable. 
They certainly do not include the products of the cottage industry; 
and it is doubtful whether they include all the products of power 
driven factories. The quantity imported during the last six years 
'has ranged between 2,500 and 5,000 thousand dozens with a value 
hetween Rs. 47 lakhs and Rs. 140 lakhs (paragraph 186). 

(146) The measure of protection required by the manufacturer 
of underwear may be put at the difference between a fair selling 
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price of Rs. 3-14 a doze,ll and Rs. 2-6 a dozen the c.i.f. price of 
.Japanese vests of comparable quality, i.e., Rs. 1-8 a dozen. Pro
tection should be rendered effective by a specific duty on knitted 
fabrics and on underwear made from woven goods (paragraph 187). 

(147) In the case of socks and stockings we estimate the fair 
selhng price, with economical production, at Rs. 2-8 a dozen pairs: 
comparable Japanese goods are imported at Rs. 2 a dozen pairs, 
and the measure of protection needed is 8 annas a dozen pairs 
(paragraph 188). 

(148) We do not consider that the grant of protection to the 
hosiery industry is likely to encourage textile mills to develop their 
hosiery departments to such an extent as to displace the small 
manufacturer (patagraph 189). 

(149) The yarn used for braid making is bought from Indian 
mills. The existing factories--if worked to capacity--can supply 
the whole requirements of the country. We estimate the fair 
selling price at 15 annas 6·6 pies a pound, while the c.i.f. price 
of imported braid is 9 annas a pound. Thus the measure of protec
tion needed is 6f annas a lb. (paragraphs 190 and 191). 

, (150) The claim of these subsidiary industries to protection is 
Ilnalogous with that of the engineering and other industries whose 
raw material is rolled steel. We recommend that protection be 
~iven by (1) a specific duty of Rs. 1-8 a dozen on underwear includ
Ing knitted garments of all descriptions and underwear made from 
woven fabrics; (2) by a specific duty of 8 annas a dozen pairs on 
sockll and stockings; (3) by a specific duty of 6 annas a pound on 
knitted fabrics in the piece and (4) by,'a specific duty of 6t annas 
a pound on the braids known" as "Ghoonsis" or "Muktakesis" 
(paragraph 192). 

(151) Piecegoods made entirely of artificial silk compete both 
with the mill industry and with the handloom weaver. In respect 
of the area provided by it, one pound of artificial silk cloth in some 
cases corresponds to three pounds of cotton cloth. For these reasons 
and because of the continuous fall in the price of Japanese artifi
cial silk goods, a specific duty should be fixed on artificial silk 
goods at over three times the rate fixed for coloured cotton goods: 

"we recommend Rs. 1-8 a pound (paragraph 193). 

(152) Piecegoods made partly of artificial silk also compete 
witli coloured cotton goods made in India. There is hardly any 
difference in price between goods entirely and goods partly made 

'0£ artificial silk. The specific duty proposed for, goods made 
entirely of artificial silk should, therefore, be applied also to goods 
made partly of artificial silk. If, however, the proportion of arti
ficial silk in the mixture does not exceed 15 per cent. of the total 
weight, the goods should be assessed as coloured cotton piecegoods 

-or woollen manufactures (paragraph 194). 
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(153) The duty applicable to artificial silk goods should also be
applied to mixtures of cotton and waste silk, except when the
proportion of waste silk is not more than 15 per cent. of the total 
weight, when the goods should be assessed as coloured cotton piece
goods (paragraph 194). 

(154) The fair selling price of grey yarn-counts 31s to 40s
spun in Indian mills is estimated at 136 pies a pound. The duty 
free price of similar yarn from China in 1931-32 was 130 pies a 
pound while Japanese yarn in August 1932 cost 124 pies a pound. 
A specific duty of one anna a pound will give the Indian industry 
all the protectIon it needs. The specific duty sh,ould not be applied 
to yarn of counts above 50s hardly any of which is obtainable from 
Indian mills (paragraph 195). 

(155) In the interests of the Indian cultivator of cotton the duty 
(on raw cotton should be continued. For administrative reasons it 
is undesirable to restrict the' duty to cotton with a staple of one 
inch or less (paragraph 196). 

(156) Starch is now imported free of duty. But the Indian 
flour mIlls which manufacture starch have to meet a duty of Rs. 2 
,Per cwt. on wheat. This involves a disadvantage to the Indian 
'industry of 15 per cent. on current import prices and a duty of 
15 per cent. should be imposed on all imported starch (paragraph 
]97). 

(157) An application for an increase in the duty on synthetic 
dyes as an encouragement to the growth of the Indian indigo 
industry raises too wide an issue to be dealt with in this.-enquiry 
(paragraph 198), 

(158) Power should be given to the Government by the Act 
protecting the cotton textile industry to take immediate action, in 
case the protection granted should be impaired by any considerable 
full in the price of imported goods (paragraph 199). 

(159) Steps should be taken to secure the modification of the 
terms of existing trade agreements which' deprhre the Government 
of the power to safeguard protected industries against unfair com
petition from particular countries (paragraph 200). 

(160) There appears to be no case at present for the adoption 
of any special measure to counter the effects of the depreciation of 
Japanese exchange in addition to the duties we have proposed 
(paragraph 201). .: 

(161) It is desirable that the Merchandise Marks Act should 
be ame~ded without delay so as to penalise dishonest practices on 
the part both of importers and of millowners (paragraph 202). 

(162) The improvement of the statistics of production of cotton 
goods is an imperative necessity (paragraph 203). 
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(163) Millowners should make a point of giving to Indian indus
tries and Indian insurance business such supp'0rt and encourage
ment as is consistent with the interests of the mills (paragraph 204). 

(164) In the production of the finer classes of cloth Bombay 
is likely Boon to be faced with severe competition from Calcutta' 
which will demand special efforts on the part of the Bombay mills 
(paragraph 205). 

BOMBAY; 

The 10th November, 1932. 

J. MATTHAI, 
President. 

F AZAL IBRAHIM RAHIMTOOLA. 
Membno 

G. T. BOAG, 
Member. 



APPENDIX I. 

(1) Pre" Communique issued by the Tariff Board on the 11th 
April, 1932. 

The Government of India in their Resolution No. 341-T. (150), dated 
the 9th April, 1932, have directed the Tariff Board to enquire into the 
question of granting protection to the cotton textile industry. 

2. The following points have been specifically referred to the Board for 
investigation :-

(1) whether the claim of the Indian cotton textile industry to protec
tion has been established; 

(2) if the claim is found to be established, in what form protection 
should be given, and to what extent; 

(3) if it is proposed that protection should be given by means of 
import duties--

(a) whether the same rate of protection is required against the 
competition of goods manufactured in the United Kingdom 
as against the competition of goods manufactured elsewhere j 
and 

(b) what rates of duty are recommended in respect of
(i) cotton piecegoods; 

(ii) piecegoods made wholly or partly. of artificial silk; and 
(iii) cotton twist and yarn, 

according as they are manufactured
(a) in the United Kingdom, 
(b) elsewhere. 

S. The Board has also been requested to consider how its recommendations 
will affect the handloom weaving industry. 

4. Firms or persons. interested who desire that their viewB should be 
considered by the Board should address their repr(lS8ntations (with six 
spare copies) to the Secretary, Tariff Board, Old Oustom House, Bombay, 
so as to reach the Board's office '/tOt later than the 25th May. On receipt 
of such representations, tbe Board will issue as early as possible a ques
tionnaire setting out the points on which detailed information will· be 
required. The dates for the pub1ic examination of witnesses will be notified 
in due course. 

(2) List of fi:rms and persons from wlwm representations were 
received. 

1. Millowners' Association, Bombay. 
2. Bombay Shareholders' Association. 
S. Calcutta Flour Mills Association. 
4. Ahmedabad MiIlowners' Association. 
5. Textile League, Bombay. 
6. Buyers' and Shippers' .Chamber, Karachi. 
7. Guzrat Hosiery Factory, Ahmedabad. 
8. Model Mills, Nagpur. 
9. A. Ebrahim Bros., Rangoon. 

10. Burhanpur Tapti Mills, Bombay. 
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11. Indian Chamber of Commerce, Oalcutta. 
12. Madras Chamber of Commerce, Madras. 
13. Bengal Chamber of Co=erce, Calcutta. 
14. Berar Manufacturing Company, Badnera. 
15. South Indian Chamber of Commerce, Madras. 
16. Factory Owners' Association, Central Provinces. 
17. Weavers' Association, Bulandshahr. 
18. Bengal National Chamber of Co=erce. 
19. Bombay Textile and Engineering Association, Bombay. 
20. Burma Chamber of Commerce, Rangoon. 
21. Upper India Chamber of Commerce, Cawnpore. 
22. Mr. Ramsingh Dongersingh, Bombay. 
23. Consul General for the Netherlands, Bombay. 
24. Karachi Chamber of Co=erce, Karachi. 
25. Madras Trades Association, Madras. 
26. Mr. S. B. Tachakra, Bombay. 
27. Delhi Piecegoods Association, Delhi. 
28. Southern India Textile Association, Coimbatore. 
29. East African Cotton Merchants' Association, Bombay. 
30. Hosiery Manufacturers' Association of Bengal, Calcutta. 
31. Punjab Chamber of Commerce, Delhi. 
32. Association for the Development of Swadeshi Industries, Delhi. 
33. Dr. V. R. Kokutnur, Bombay. 
34. Gwalior Chamber of Co=erce, Lashkar. 
35. The Hindustani Native Merchants' Association, Bombay. 
36. The Japan and Shangbai Silk Merchants' Association, Bombay. 
37. Maharashtra Chamber of Commerce, Bombay. 
38. Mr. A. S. Faruqui, Kamptee. 
39. New Industries, Limited, Calcutta. 
40. Behar Planters' Association, Limited, Motihari. 
41. Calcutta Import Trade Association, Calcutta. 
42. Indian Merchants' Chamber, Bombay. 
43. Shaikh Abdul Aziz, Dhulia, West Khandesb. 
44. Mr. A. D. Addy, Calcutta. 
45. Baroda Millowners' Association, Baroda. 
46. Dr. L. Nomenyi, Calcutta. 
47. United Provinces Chamber of Commerce. 
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ProQramme 01 visits made and e:eaminations held by the Tariff 
Board. 

2nd April, 1932: Visited the Spring and the Textile Mills, Bombay. 
20th June, 1932: Visited Imperial Mills, Bombay. 
20th June, 1932: Visited Pearl Mills, Bombay. 
21st June, 1932: Visited Tata Mills, Bombay. 
22nd June, 1932: Visited New Great Eastern Mills, Bombay. 
23rd June, 1932: Visited Jacob Sassoon Mills, Bombay. 
24th June, 1932: Visited Indian Manufacturing Company, Bombay. 
28th June, 1932: Visited Technological Laboratory, Bombay. 
28th June, 1932: Visited Victoria Jubilee Technical Institute, Bombay. 
29th June, 1932: Visited Toyo Poddar Cotton Mills, Bombay. 
4th July, 1932: Visited Cotton Exchange, Bombay. 

27th July, 1932: Visited Handloom Weavers' Settlement at Madanpur, 
Bombay, and at the Development Chawls at Byculla. 

4th Augu.qt, 1932: Visited Handloom Weavers' Centre at Poona and at 
Momenpur near Poona. 

lith and 6th August, 1932: Visited Handloom Weavers' Centre at 
Malegaon and the Bazar at Malegaon where all the handloom pro
ducts are disposed of. 

7th August, 1932: Visited Handloom Weavers' Settlement at Dhulia. 
16th August, 1932: Examined Bombay Millowners' Association. 
17th August, 1932: Examined Bombay Millowners' Association. 
18th August, 1932: Examined Bombay Millowners' Association (Con

fidential). 
19th August, 1932: Examined Indian Central Cotton Committee, Bombay. 
21st August, 1932: Visited Handloom Weavers' Centre at Bhiwandi near 

Thana. 
22nd August, 1932: Examined Bombay Shareholders' Association. 
23rd August, 1932: Examined Bombay Shareholders' Association. 
25th August, 1932: Examined Director of Industries, Bombay. 
25th August, 1932: Examined Chamber of Commerce, Bombay. 
26th August, 1932: Examined Indian Merchants' Chamber, Bombay. 
29th August, 1932: Visited Ahmedabad Spinning and Weaving Mills, 

Ahmedabad. 
29th August, 1932: Visited Jehangir Vakil Mills, Ahmedabad. 
29th August, 1932: Visited Arona Mills, Ahmedabad. 
29th August, 1932: Visited Aravind Mills, Ahmedabad. 
29th August, 1932: Visited Gujarat Hosiery Factory, Ahmedabad. 
31st August, 1932: Examined Millowners' Association, Ahmedabad. 
1st September, 1932: Examined Millowners' Association, Ahmedabad 

(Confidential). 
2nd September, 1932: 
8th September, 1932: 
8th September 1932: 

Avenue, Calcutta. 
8th September, 1932: 
8th September, 1932: 

Examined Gujarat Hosiery Factory, Ahmedabad. 
Visited Beliagbatta Hosiery Factory, Calcutta. 
Visited Hand Knitting Factory, Chittaranjan 

Visited Kesoram Cotton Mills, Calcutta. 
Visited New Industries, Limited, Howrah. 
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9th September, 1932: Visited the Khadi Pratisthan at Sodepur near 
Calcutta. 

12th September, 193,2: Examined Indian Chamber of Commerce, Calcutta. 
13th September, 1932: Examined Bengal National Chamber of Commerce, 

Calcutta. 
13th September, 1932 : Ex8JI!.ined Marwari Chamber of Commerce, 

Calcutta. 
14th September, 1932: Examined Bengal Chamber of Commerce, 

Calcutta. 
14th September, 1932: Examined Hosiery Manufacturers' Association of 

Bengal, Calcutta. 
15th September, 1932: Examined Calcutta Flour Mills Association, 

Calcutta. 
15th September, 1932: Examined New Industries, Limited, Howrah. 
15th September, 1932: Examined Messrs. Martin and Company, Calcutta. 
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Statement showing the progress of the Cotton Mill" Industry in India (working and not working) 
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1925·26 270 8,200,820 153,113 30 3211,012 5,239 34 188,336 1,112 334 8,714,168 159,464 373,1108 2,113,384 

1926·2'7 277 8,198,817 1114,616 35 405,579 7,008 24 98,364 328 336 8,702,760 161,91>2 884,623 2,'17,412 

i927·28 28] 8,218,086 159,052 34 395,244 6,212 20 90,842 1,268 335 8,704,172 166,532 36Q,921 2,009,782 

1928·29 294 8,496,480 166,705 32 410,1184 8,287 18 47,ell2 1,566 344 8,954,616 176,558 846,9211 2,161,166 

i929·30 301 8,739,042 171,606 30 385,726 7,644 17 35,080 1,035 348 9,159,848 180,2811 384,022 2,393,774 

1930·31 312 8,890,723 171,9711 27 421,230 10,464 24 1I~,620 1,3!!8 363 9,363,573 183,757 395,475 2,633,176 

. • The fillurel in this column, .upplied by the Bombay Millowner's Association, correspond with those in column 14 of P .. rt II of A ppendl:l: II to the 
Board's Report of 1926·27, but are dit!erent from those given in the Statistical Abstract for British Indi .. (8U Chapter VI, paragraph 122). 
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APPENDIX IV. 

Detailed statement of average works costs 'tn Typical Mills. 

(1) PLAIN GREY. 

-~ 
1 

2 

3 , 
5 

6 

7 

8 

9 

Mills considered-
4 Bombay. 

.,; 

~ 
rI.l 

3 Ahmedabad. 
20alcutta. 

d 
,9 

i 
.§ 
Q 

Yds, 

Plain Grey 37" x371 

Do · 43"x32 

Do. · 37"x371 

Do, 41"x371 

Do. · 32"x371 

Do. · 32'x371 

Do. · 39'x38 

Do. · 36" x 371 

Do. · 39"X371 

Average 

~ [ 
= 

"" .. 
t ... 
I>< 0 

i..ci $' 
~] ~.a 0= 

0 . 
81 24sx22a 

128 28sx30s 

90 20sx30s 

76 20sx32a 

76 19sx20s 

70 20sx 32.s 

96 22ax21s 

94 24s x ISs 

70 20sx30s 

-- -----
78 .. 

, 

cD 1'1- ." .. -.., .<;l0 lia o 

; .., 
g] e.o 8.." 

~ cD .§ tl ~ .., 
-c;& .., ; .., 0 .., ~ .. p. • 0 

~~~ 0 ';..8 .. ~ 
~ a ~ 8t'O s:l' .. co,.9 

~ ~ 0 1><0 
~ 0 

Percent. Percent. Pies. Pies, 

18'40 3·0 52'29 68·S9 

17'10 2'75 72'00 89·50 

13'75 2'75 61'48 66'59 

14·60 4'63 60'00 62·98 

19'50 2·50 72'22 55'21 

15 2'50 72'22 49'36 

17'40 2·50 50'97 62'77 

17 2'75 62'00 58'09 

15 2'50 52'75 49'28 

------ ---- ---
16'42 2'87 61'77 62·50 

A wide range of variation occurs in the cost of cotton as well as in 
the manufacturing expenses. 'Apart from differences in local conditions, 
the variation is to be accounted for by the differences in the counts of 
yarn, in the proportion of wastage of raw cotton and also of yarn and 
above all in the proportion of sizing used which in some cases is as high 
as 60 per cent, of the whole fabric taking warp and weft together, In 
view of the fact that the competition from imported plain grey cloth 
is principally in counts 30s and above, we consider it necessary to fix the 
cost on the basis of average counts 30s, The realised price we have taken 
into account corresponds to this class, The second item in the table above 
represents the nearest to this class of cloth. The manufacturing expenses 
of this class of plain grey cloth in the table amount to 89'50 pies, Adjust
ing this with reference to the standard of efficiency we have assumed 
and making allowance for immediate economies, we have reduced this figure 
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to 80 pies. The average cost of cotton in the table is 61'77 pies. Since 
the average count of yarn of the cloths included in this table is consider
ably lower than 80s, it is necessary to make a larger allowance for the 
price of cotton. This however may be set off against possible economies in 
the consumption of cotton by reduction of wastage. We consider the follow
ing costs reasonable:-

1 
II 
~ 

1 

2 

3 

" .. 
-e 
7 

'8 

.g 

10 

:n 
12 

13 

14 

Cost of cotton per pound of cloth 62 pies. 
Manufacturing and' other expenses per pound of 

c:loth SO •• 

Mills considered-
5 Bombay. 

t 
flI 

3 Ahmedabad. 
3 Calcutta. 
2 Baroda. 
1 Nagpur. 

g 
'5 .. 
.§ 
A 

Yds. 

Bordered i4'xl0 
grey. 

44" x 10 Do. 0 

Do. 0 ,,'xl0 

Do. 4O'xl0 

Do. ",'x 10 

Do. 46·xl0 

Lo. 0 56'x6i 

Do. 0 4O'xl0 

Do. 0 "'xl0 

Do. 0 42'xl0 

Do. 42'xl0 

Do. . "'x10 

Do. . 44!x 10 

Do. 44'xl0 

Average 

(2) BORDERED GREY. 

i .8 

~ 
:I 
~ .. 

~ 1>0 0:1 
0 Co ... ... 

"i.ri 
0 ... 

.:s ° 0 

2l 0 0:1 
~ .. 

~.s 0 
0 ~ 

Per cent. 

104 32ax44a 13'4 

80 30sx40s 10'2 

86 SOsx40s 10 

104 22sx21s 18 

84 SOs x 40s 10'71 

80 SOsx40s 15 

92 19sx20s 19'5 

96 21sx21s' 15 

100 24s x 20s 17 

100 4Osx60s 12'5 

100 4Osx60s 12'5 

108 46sx54s 14'65 

102 40sx40s 14'/i15 

80 20sxS2s 14'65 
--

94 .. 14'12 

142 .. 

~-S ." ..... S .. o 
~ i! 0." 0

53 ·i~'g .8 .... 
~ 

_0 ~ o· 
o~ 

i~l>4.d ~:s~ ~ ~~ ~~ 81>4e; :.log, Pc 

Per cent. Pies. Pies. 

3'5 66'28 108'81 

2'5 76'08 107'14 

S'75 86 104'82 

2'50 55'59 71'23 , 
2'27 79'75 107'75 

2'5 52'75 131'SII 

2'5 74'73 55-22 

2'50 60'00 70'53 

2-00 60'00 78'62 

2'50 96'00 135'00 

2'5 96'00 163'00 

2'25 98 97'85 

2'25 98 180'50 

- 2'25 60 66'09 ---------
2'48 75'65 105'57 

K 
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'Ve have carefully considered the several items of expenditure under 
" Manufacturing expenses" in each of the mills. Taking into account the 
standard of eflicie.ncy we have assumed and making allowance for imme
diate economies, we consider that a reasonable estimate of manufacturing 
expenses for bordered grey cloth of average count 40s should not exceed 
96 pies per pound (see item 12). The realised prices taken into account. 
correspond to this class in which foreign competition is particularly keen. 
The average cost of cotton shown in the table may be reduced to 72 pies 
by reduction of wastage. We consider the following costs reasonable:-

Ii ,c 
a 
= Z 

1 

S 

S 

4 

5 

6 

'1 

8 

9 

10 

Cost of cotton per pound of cloth 
Manufacturing and ntl:er expenses per pound of 

cloth 

(3) BLEACHED GOODS. 

Mills considered-
6 Bombay. 
1 Ahmedabad: 
1 Calcutta. 
2 Baroda. 

Style of cloth. Dimension. 

Yds. 

Blesched shirt- 32'X42 
ing. 

:Bleached mull 36"X20 

llieaehed nain- 2fl·x18 
Book. 

BI~ached IOD[!:- 35'X20 
cloth. 

, , 
IIleached moll 47' X 20 

Bleached dbuti 50·xlO 

Bleached mull 44,"X 20 

Bleacbed shirt- so' X 40 
iDg. 

50"x8 Bleacbed dhuti ,. ~ .. ::>. 
Bleached dbuti 44' X 10 

Avera.ge 

-31 .; 
II 
Co . 
." .. .. .. ..c= 
fo< 

120 

128 

66 

]60 

120 

132 

11'4 

88 

144 

e8 

115 

..; 
~- ~~ .. -;. 

III 1 
., .. Ii, 

~ 1:1 :a .. .. = . ~ 
~~ 

.. .... ~ 
0 .. ., .. 

.:g ""Ii, ~ 

" ~ 1:1 = .. .. '~ :e 0 ~~ 
to' ~ 

P~r Per 
cent. cent. 

32sX40B 14-50 3-50 

30sx4Cs 13'40 3'25 

36sx 40s 1S'26 2'75 

32sx(Os 12'50 2'50 

60s X 70s 16'77 2-49 

60sX80s 12'CO 2'50 

40sX fiOs 12'50 2'50 

S2sxS4s I 12'50 2'50 

80sx 100s 15-lIO 8'00 

~~I~~~ 
•••. 13'?9 2'75 

72 pies. 

96 

168 " 

.. ... Iii .. ~ Po _ 

"" -.= tlIl .. .., 
1:1 .. 0 

.s - -c e~ ~'!9 B~ ".2 C> :;j ..... ........ ~tg 00 .., . ~':2 0 ..,c "0,," 0_ la .,.-0 -
PieL Pies. 

87 133-9~ 

75'S6 151"40. 

92'1S 150"13 

~9-56 l3N() 

100"04 262'00 

ES'OO 184 .. 03 

96'00 127'72-

72'00 113'S2-

9S-00 287'87 

74'00 117'78 

86'86 160'54 
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In bleached goods the fabrics after bleaching lose an appreciable part 
of their weight partly because the sizing given in the preparatory stages 
is removed and partly also by loss in weight of fibre in bleaching. Full 
allowance haa been made for this factor. It will be noticed in the Table 
that in several cases the average count is considerably higher than 408 
which is the class in which competition is keenest and for which costs 
ahould be p.stimated. The manufacturing charges should therefore be 
reduced. Taking this into account and also the normal standard (If effi
ciency we have assumed, we have estimated the manufacturing expenses at 
141 pies per lb. The average cotton cost in the Table is 86'86 pies per lb. 
which may be reduced to 84 pies. Considering the loss of material in 
bleaching and also the fact that the average wastage in the grey condition 
as shown, in the Table is not unduly high, we have made a higher allow
ance for the cost of cotton than in other. The following may be regarded 
8S reasonable costs:-

.: ., 
,Q 

~ 
Z 

1 

2 
3 

4 
5 

6 

7 
8 
9 

10 

Cost of cotton per pound of cloth ' 84 pies. 
:!IIanllfacturing and ntier expenses per pound of 

cloth 141 

225 .. 

(4) CoLOURED WOVEN, DYED ~NlI PRINTED GOODS. 

Mills considered-

7 Bombay .. 

1 Ahmedabad." , • 

1 Nagpur. 

1 Baroda. 

1l 
.El 
.;. .. 

Sty 1e8 of cloth, Dimension, ~ 
'" i 
I: 
~ 

Yds, 

Printed chuu· 44'x136 86 
drie., 

Striptd poplin, 29"X24 148 
Dyed striped 80"x30 148 
.hirting. 

Dyed coating. 32" X 24 126 
Striped shirting 28"X24 112 

Striped (rolour-
ed. woven and 

aO·x30 148 

then bleached). 
Do, 2'1"x24 128 

Striped Buoi. 31"X24 152 
Dyed ehirting SO"x40 83 
Dyed long. 27/2f:,"x40 70 
cloth. 

--
A.verage , .. 

1i 
" 
~ 
>. .... 
0 

~ 
" 0 

0 

82sx40s 

40.X.ro. 
SOex40s 

31:sx40s 
2/30sx 

2/200 
30. x40s 

36sx44s 
40. X 60. 
52s X 348 
240XS2s 

---
' .. 

= 'do. 

t ~.d =" .. "'-
0'" If; . u.s 

~ .,; .. "5 i-g g "til .... 
... 0 1S=u ~ .. o • 

It :a l1tCS u = ~ 
..... = .... .. .. ., 

~~:S ~ 0"'-
~ 0 --------

PCI' cent. Per Pies. Pies. 
cent. 

j3'S 3'5 6661 200-36 

14'0 S'O 91'69 197'95 
13'41 2''15 74'60 169'10 

12'75 2'75 87'75 177"89 
13'41 2'75 '14"60 200'124 

13'41 2''15 7"60 169'10' 

lS'O 2'5 79'56 185'15 
12'5 2'5 116'lO ~54'47 
12'5 2'5 '12'00 lIS'S:! 
18'S8 4'0 69'00 103-85 

--- ------
13'111 2'80 78'62 167'l6 

K2 
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Taking into account the standard of efficiency assumed by us and the 
immediate economies possible especially in the consumption of dyeing 
materials, we have reduced the average manufacturing expenses to 156 pies 
per pound. More suitable mixing should reduce the cost of cotton to 75 
pies per pound. The following costs may be regarded as reasonable:-

Oost of cotton per pound of cloth 75 pies. 
Manufacturing and otl:er expenses per pound of 

cloth 156 " 

231 
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APPENDIX V. 

Statement ,howingproportion of goods imported in bales and cases. 

(1) DB SCRIPTION 0)' COTTON PIBCBGOODS AND PACKAGBS IKPORTBD INTO 
CALCUTTA. 

Desr ription 
No. of pa.ckag 8S 

Clauea of Oo~ton piecegoods. 
imported. 

of 
packing. . 19~6·27. 1930·31. 1931·32. 

Orey jaconnet dhntis · Balel 54,474 26,525 3,637 
Ore} Ihirting dhuti. D. . 35,717 38,123 26,727 
Grey mull dhutil · D. 1(1,888 4,743 U() 
Whil.e yarn dhutil . 70% cases & 30% 22,453 10,443 3,111 

bales. 
Orey Ihirtinga . · Bales 37,130 35,4~2 25,832 
Other kind. · Do. 26.66S 0,921 827 
White goods · 15%bales & 85% 50,083 ;10,175 18,007 

eascs. 
Coloured woven, dyed aud printed 10%bales & 90% 811,048 66,217 39,81S 

casel. ----------- --------
Total ... 335,456 217,629 118,070 

(2) OoLLBOTBD )'ROH " THE CALCUTTA MONTHLY PmCEGOODS IMPORT CIRCULAR " 
IBBUED BY MR. A. O. LAXlUNl. 

Total number Total number -- of bale. of cue_ Bales. Case •• 
imported. imported. 

1926·27 . · 197,025 138,431 68'26% 41'74% 

1930·31 · . 125,075 92,554. 57-50% 42'50% 

1931·82 . 64,154 53,916 54'50% 45'50% 

--
408. From United Kingdom and JApan 

Shirting dhuti&-average counts below 1 
Grey shirting-average counts below alone. 

40s. 
Jaconnets dhutis--average 

below 50s. 
Mull d~utis--average counts 

over. 

counts t 
60s and _~ Principally from United Kingdom 

1930-31. 1931-32. 
Cases. 
33,756 

Cases. 
1 per cent. of grey of shirting dhutis { 54,649 

with printed beading and striped 
shirtings form. . • . . 25'2% 28'6% 
The above number of packages had been assessed under the minimum l'ate 

of duty fixed on plain grey in 1930-31. 
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APPENDIX VI. 

Method o/determining tare allowance . 

~ 
.. 0 

~ 
.., ... 
<l 

os .. ~ ... .. '" 
., . 

:~ 
... .... <l ;; :oJ! 
~ " " 0 .. 0 

... <l 

.... "" Po .... 

I 
.,.$ 

Classes. 
.. 0 .. 1. 

0 ..=<l 
0 ,; "0 ... 0 

., .., 
'g " 0 0 "" ..a .... ., 

~ J! .~ CII' 0 

.&' I 
., ·S~ 0 - o~ 

~ 
.. ~ £; I Po <l ., .g II) 

" ~ ~ai J .""..a 
0 ~-u ----,--

Grey sbirting dbntia · United Bales 450 940 914
1 26 

1 
I,ingdom 

Ditto .. .. 400 934 90l 30 
Ditto · .. .. 500 664 613 51 

Grey J lIoCoonet · · .. .. 400 819 789 30 I Ditto · .. '; 400 879 839 40 

White y',,'n dhntis 400 680 I 5a8 
I 

· .. ,. 22 ~Avarage 6'75 
Ditto · .. .. 600 1168 345 23 I por cent • 
Ditto · .. . .. 400 316 292 :u 
Ditto , · .. .. 400 611 583 28 
Ditto · " ,. 400 457 434 23 I Ditto · " .. 400 45i 4!l2 26 
Ditto ., .. 300 862 294 68 
Ditto · .. , . 300 410 34.8 62 

I Ditto .. .. 400 276 '16 60 
Ditto · .. .. 400 450 366 84 
Ditto · .. .. 800 406 362 24 J 

Grey dhntis · Japan .. 200 386 366 20 (Average 5'30 
Dittl) 

" .. 200 332 314 18 , per cent. 

Whites and Fancies United Cases 50 530 456 74 1 Kingdom 
~Average 17'7 

Ditto .. .. 50 422 366 66 l per cent. 
D:tto .. ,. 150 216 16i 48 
Ditto .. " 

75 388 289 99 J 
Bales 

Ditto .. ,. 25 359 838

1 

21 } Average 4'55 
Ditt'; · .. .. 25 399 380 19 per cent. 
Ditto II .. 17 281 272 17 

(a) The average tare for baled cargo (bordered) is 5·65 per cent. A 
ratio of 6 per cent. for British goods and 5 per cent. fol' non-British goods 
may be taken for tbree months subject to adjustment. 

(b) Case cargo.-Ten pieces may be examined and the total weight may 
be fixed on this basis for three months or 70 pounds per case may be taken 
provisionally subject to check weighment of 10 per cent. of the consign
ment for the next three months. This would be applicable to non-British 
caSe cargoes as well as British. 

The above may be adjusted in the light of the experience of working 
f01' thllle months in the Custom Houses. 
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APPENDIX VII. 

Analysis of samples of cloth imported from the United Kingdom. 

Style of cloth. DimenaioD. Weight. Reed and Conntof yam 
pick. used-warp aud weft. 

lb.oz, , 4. 3 ".19} I 4 & 211<20 
Grey JAconnet. · 4.1' x 20 yda ~ 40a x 40s 

I 4- 7 21 J( III 

L 4. 9 2l" 22 

Ditto · · 44'" 20 .. 4. 7 20x19 4.0a" 40s 

Grey Glased · · 44/' II 20 .. " 0 20,,18 40a" 40s 

Ditto · · · 42·" 20 .. 313 20 ,,18 ""'.441; 
Ditto · · · 42"1<20 ,. 3 0 15,,15 40s I< 40s 

Ditto · · · 36".18 .. 2 2 14.14 44a "448 

Grey MadapolJam · 52"" 23 " 2 15 7. 6 36al< 42a 

Grey Dhntia · · 4If'.10 .. '" 16" 13 40 •• 50s Jaconnet 
dhnties. 44',,10 

" ... 18x16 3Ss" 46S} 
44'1< 10 17" 14. 

Shirting .. '" 32a " 40s dhnties. 

r 18"'1 17x 17 

18,,18 

1 ".
19

t 
White shirtings 35" 1<40 .. . .. 32. IC 86s 

19" 20 

19" 18i 

ll9x20i I 
19 I< 121.! 

r· 18ll 
Ditto · · 3i".4.0 .. ... 19.20 36ax 82 • 

I 
19i 1C22J -
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" -

Sty Ie of clotb. Dimensions. Weigbt. Reed and Count of yam 
pick. used-warp and weft. 

lb. os. 

{ 14x 14 32s)( 36s 
White laconnets · 42" lC 18 ycls. ... 

16 K 13 32. x 329 

r 15 x 151 , 
16 x 14. 

I 1.7 x 161 

White Nainsooks 32" x 18 ,. ... 

1 
18 x 17, 36s ~ 3~s 

19 x 18 

20 x 191 l 20x20) 

r 12 x101 

I 
I 

13 x 10 I 
13x11 

I 
- DiUo 40"x1S .. . .. 

1 
13xl2 ~ 3Sax 428 

-
14Xll?1 
15x 13 

I 
I 

l 16 xl4) 

r Ih121 
I I 
I 15 x 13 ~ 

Ditto · · 42-44" x 20" ... i 368" 36 .. 
16,. 14 I 

l 17,. IsJ . 
Ditto 29" _18 .. . .. 16x 13 42s,. 44& 

Ditto . . · 40' x II 
" ... :12 x20 40s x 50. 

Ditto 30",. 18 
10 x 7 

329lC 32s · · " 
... 14x 1~ 

Wbite Mulls 3S',. 20 
16,. 12 408 x 401 · · · " 

... . 18,. 14 

Ditto · 38"x 20 .. ... 14x 11 50s,. 50s 

Ditto · 42' x 20 .. ... 14x12 40811509 

. Ditto . · · 38l',. 20 " ... 19K 17 388,. 46& 
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Style of cloth. Dimension .. Weight. R.edand Count of yarn 
pick. 1ll1ecl-warp and weft. 

-
lb. oz. 

Pri7ll.t and Famiu. 

Part Red Ibirtings 37" x 40 ycls. ... 15x 11 32s)( 40. 

Red aud yellow priot 26",,4.8 
" 

.,. 14x II 32a x 50. 

W~ite ground print .hirt· 32" x 4.8 .. ... 17i" 18 36.)( 3Ss 
mga. 

W~ite grou'od print shirt- 311" x 4.8 .. '" 17" 16 32.)( 40. 
lngl. 

Para Red 3 col. discharge • 37')( 4.8 II ... 15i x 13i sasx 40s 

Chocolate Blotch J &an 27" x 54 
" 

... 23t x 13t 2Ss x40s 

D~ed Glazed splita shirt- 24,0 x39 .. ... 9 .. 13i 36s)( 54.s 
lng. 

White shirtings · . 35· x40 .. . .. 17i x 18 4.08 X 50, 

{ 18.18} 
Ditto · · · 35"x 40 .. ... 20)(18 32sx S£& 

2Ox20 

{ I .. "} White nainsook.. · · 36" x 18 .. '" 20x20 36sx 36a 

18x 18 

r"'} Ditto · · · 36"x18 .. ... 1'1l" 17 40s ;(40 .. 

17i x 18 

Ditto · · 4Ox18 .. ... l6d3 4oG.,,4Ds 

Wbite Molls · . · 37ix 20 .. ... 14 x 121 
40sx 5C. 

Tala · 41t .. 20 .. . .. 16 x 12) 

Black Heading white mull. 42/"",,20 .. " 18x18 4.Oa x 4r.. 

{ 20X181 

Wbi~ jacouDeta · 4.4," x 20 .. ... 20x 20 4.0. .. 40s 

l 20x 22) ... 
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APPENDIX VIII. 

TABLE No. 1. 

Average value of bleached goods from the United Kingdom. 

A B C 

Principal classes. Average Average Average No. of value 
yards per • value 
Fer lb. yard. per lb. 

Pies. Pie .. 

-Checks, spots and stripes · · · · · 7 58 406 

Dhutis, aarie and scarves · · · · · 11 53 585 

Drills and Jeans · · · · · 31 112 420 

J aeonnets, madapollams, cambrics and muslins · 8 76 607 

Lawns · · · · · · · 91 88 834 

Longcloths and white shirting. - 5 59 294 · · · 
Mulls · · · · · · · 9 46 419 

NainBO?ks · · · · · · · 71 38 286 

'Twills · · · · · · . · 51 71 388 

- ------
Total average 7'36 66'S 471 

Table No. r has been based on the figures of the principal classes of 
imports which form 98'4 per cent. of the total imports of white goods during 
the last five years from 1926-27 to 1931-32. The figures for the minor class 
<If imports registered under " other kinds" have been omitted. 

A. Average number af yards per pound.-The figures have been calculated 
from the data supplied by different Custom Houses and on analysis of 
.a big range of samples. Without knowing the actual proportions of each 
quality included in each of the various classes it is difficult to ascertain 
the exact average. Again, the figure is liable to vary from year to year 
and also according to dimensions and other attributes of cloth. But from the 
:standard qualities prevalent in the principal markets of India and Burma, 
the approximate yardage per unit of weight has been calculated and this 
may be accepted as correct for all purposes. 

B. Average 'IIalus per yard.-This has been calculated on the average 
·values of the last five years of imports from 1926-27 to 1931-32. 

. C. Average 'IIalu6 per pouM.-This has been calculated by multiplying 
the figures in Column A by figures in Column B. 
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TABLE No. II. 

Import A B C 
p81'C8otILge Proportion Propor. 

of each Principal classes. class to of nnmber tional Proportional of yard. vAlne the total per lb. per value per 
valne •. weight. yard. ponnd. 

Per cent. Yd •. Pies. Pies. 

Checks. spots BDd stripee · 2'50 0'175 1"45 10'15 

Dhnti., saries and a~8rves . · 13'50 N85 7"155 78'97 

Drills Bnd jean. · · 2'00 0'075 2'240 8'40 

~ aconneta, madapollB1IIi', mnllins 2'50 0'200 1'900 15'175 
and cambrics. 

l.MWD. . · · 3'50 0'333 3'080 29'19 

Lonrclotha Bnd white shirtings · 22'00 1'100 12'980 64'68 

Mulls · · 40'00 3'60 18'400 167'60 

Nainsook. · · · 10'00 0'750 3'800 28'60 

Twills · · · 4'00 0'220 2'840 15'52 
~, 

--------
100 7'938 53'845 418'285 pies 

yds·/lb. " per nnit. 

In the Table No. II is shown the five years average proportion of the 
total value represented by each class of imports. The average units shown 
;in Columns A, B, 0 in Table No. I have been adjusted with reference 
to this proportion. From this it follows that 54 pies per yard, 418 pies 
per pound and 8 yards to a pound are correct representative figures for 
the whole range of white goods in general imported from the United Kingdom. 

The average value according to the trade returns of bleached goods 
imported from the United Kingdom in 1930-31 was 43'7 pies per yard. 
Taking 8 yards to a pound this works out at 350 pies per pound. 



Class of goods. 

Coarse dhutis 

Fine dhutis . 
Saril • 
Turban olotb 

Angavastram 

Madras handkerohief 

Towels 

Twill shirting 

Coating 

Bedsheets . 
Luugis 

APPENDIX IX. 

C08t oj production jor various kinds oj handwoven goods. 

(1) MADRAS. 

Ends and Counts No. of Weight of Cost Weav· 
Dimen· per pick warp yards of Sizing ing . Dyeing 

lion. yd. per and yer yarn. oharges, oharges, oharges, 
inoh. weft, b. 

--- ------ --- ---
Inchoyda, Oz. A,p. A.p. A. p. A. p. 

45x8 4'74 48K52 20.20 8'40 1 9 0 6 0 9 ... 
48><8 2·30 7h72 60K 60 6'90 8 5 0 8 2 0 .. . 
.48d 8'00 60 x64 4Ox4O 530 2 5 0 7 1 6 ... 
48x7 11'00 72>172 80x80 S'OO 8·6 010 810 ... 
45x 5 1'80 90.90 100x 100 8'SO 4 1 010 4 5 ... 
36x ~6 8'50 80x 128 60><40 4'50 4 0 0 9 8 6 2 0 

36>< 4 ft. 8'75 48 .48 20)(20 "25 2 6 0 5 011 ... 
86x24 4'00 52 K52 20)(20 4'00 2 8 0 6 1 2 ... 
36.24 6'75 60K 52 8·80.10 2'60 5 3 ... 1 6 0 1 

48 x 8t 12'50 80.80 2·30>< 10 1'83 10 0 . .. 2 0 0 3 

29.2i- S'OO 88><80 80)(40 5'30 8 9 0 9 1 8 0 9 

.--_._ .. ----_.-

Total Total Output Average 
. daily 

oost cost per wages per per weaver of yard. pieoe. per day. wea.vers. 

--- -
A, p. Rs. a.p. yds. A. p. 

8 0 1 8 0 
., 

10 7 6 

6 1 8 0 8 5 10 0 

~ 6 2 8 6 6 9 0 

7 4 3 9 2 4 15 4 

9 4 2140 8 8 13 3 

10 8 ... 3 10 6 

310 0 5 1 10 9 2 

4 4 6 8 0 9 10 8 

6 10 10 4 0 6 9 0 

12 S 2 10 11 5 12 0 

8 9 1 011 6 9 0 



(2) BOJdiAY. 
, 

~arp. Weft I Total 
Appron· COBt of :i winding Dyeing Bleach· OOBt of Weav-

Dimen· mate Oounta of warp and and charge. ing mauu' Output era' 
01a.ss of gooda. ai~n per weight w~ft per yarn aizing weaviug ohargel facture s:,r wages 

piece, per p,eoe, per charges charge. per per 
Jler y. £er 

pleoe. p,e08, per per piece. piece, "1. 
pieoe, pleoe. pleae. 

--- --- ------ ------
Inch. ydl, lb. tel ... , Es. a A. p. EI. a p, A, p, A. Ea, a.p, ya.. A. p. 

Meroeriaed border Bari . 44 " 8 1 15 ~ • 40, 84.s meroeriaed for 'I S , 0 011 0 10 0 !I' 212 0 (I 7 8 
border. 

Panohaa 
I 

8 . . · 36 " 8 1 0 20>116 0 8 2 0 0 Ii 0 ... 1 1 0 0 8 0 

La1 ohaudraka.la sari 4S x 8 1 17 82 "SO, 2/S0s, 641 mer· I 1i'2. 2 0 0 8 6 1 0 .. , 2 1 0 8 8 (I 

oeriaed . and silk for 
borders, .. 

Hirvikadi 8IIri '5 " 8 1 19 80" 80, 2/80a, 64a mer- 1 Ii 2 0 010 0 1 0 sO, B II 0 8 8 0 
oeriaed and Bilk, 

Coating olotb 80 x 8 2 0 40/8.4.0/3 II 4. II 0 015 0 7 0 , .. B 12 0 8 15 0 

Twill wrUng 80 " 8 1 83 2/4.0 dO 1 , II O' 011 0 ... ." 2 1 0 8 11 II 

Mirani saria · . 81t .. 7 1 20 20.26 1 8 B 0 012 6 1 8 ... 2 4 0 8 III 8 

Susbi bala 28 1119 II '2 ~.SO 2 2 , 6 1 B 6 ... .., S 10 0 6 6 8 
" 

Khali bala · 85 1119 S 12 IOtx lOt . . 1 7 , 6 01' 0 ... .. . '2 9 6 12 10 0 

Bamgani Bari '5 x 8t 1 18 40 II 40, 2/848, 64. mer: 5 1 4. 0 112 6 II 6 ... 7 4. 0 4.i 140 8 
oeriaed and Bilk borders. 



(3) ,BENGAL. 

Counts of Labour Cost of 
Output Average daily 

Class of goods. Dimensions. warp ,Cost of yam. oharges. manufacture. 
per lleaver wages per 

a.nd weft. per day. weaver . 

• , 
Yds. Rs. a. p. Rs. a. p. Re. a. p. t Re. tL. p. 

Coloured saris. · · · · 45"" 5 40)(40 015 9 056 1 ,IT 3 10 ~O il. 0 

Chadars · · · · · 64/' " 3 20" lOt o 15 0 0 6 0 1 4 .() 12 1 4 0 
, 

Towels .)' · · · · · 22' x 1 42x 10i 0 2 3 0 1 0 0 S 3 12 pieces 012 0 . 
Lungis . · · · · 45". 2t 40,,40 0 9 0 0 3 0 012 0 7, 0 9~0 . 

Ohec:k saris ' 
, 

45'" 5 ,.g.x.a 1 5 0 0 9 6 1 14 6 5 0 9 6 · . · · · " 

Dhutis . " 
. · · · · 44"" 5 40,,40 011 6 0 IS 3 1 0 9 10 011 6 . 

Striped shirting · · · · 34".24 bx22 4 t2 0 1 8 0 6 4 0 18 1 2 0 \ 

" .. 
Dobby bordered dhutis · · I. «,)I. 5 40,,40 012 ,0 1 1 0 1 13 0 4 012 a 

Gomchas · · · · :1l7"~ It 48)(40 0 ,4 0 0 1 0 0 5 0 12 0 8 0 . . .. 
Mosq nito nets · · · · 36· .. 20 -h,,40 1 2 0 1. 6 0 2 8 0 12 012 0 



(4) BIHA.R ANI> ORISSA • 

. 
: ., Count. of Weavers' Approzi· Appro:dmate 

, .~...,. ,of goods. Dim.enaiona. Weight. warp.aud Coat of yam. earning. ma.te da.ily weavers' daily . ' . weft. output. wa.gea • . 
. Yds. lb, Oli. . Ra. ~. p. B.a. a. p. Yds. B.a. B •. p. 

0ri88a. 

Dhutis (imported Ja.panese yam) · 44"xl0 1 8 40 x40 1 8 6 1 4 6 5 010.3, 

~ 

Ditto • ditto «"x 6 0 12 40 x32 0 9 0 . 010 0 II 0 S 6 

< 
.. 

C~a.rae grel sa.ris of India.n ya.rn • 40·x 41 h 4 19 xl0 0 S 9 011 3 61 1 0- S 

, (double) I 
Gamoha.a • · · · · 34"x II 0 14 20 x20 0.''7 6 0 6 6 10 o 13 0 

. '. .. 
Bihar. 

f 
c 

Motiathana · · · · · ~6"x24 II O' 181x161 2 4 0 I 8 0 12 ,012 O· , 

Dhutis · · · · ·42" x 10 1 'Q . 40 x40 1 1 0 013 0 71 O' 9 9 

Motia thana (Patna) · · · : 32"x24 6 0 . 161xlOl 2 0 0 2 .0 0 12 1 0 0 



• (5) UNITED PROVINCES • 

Approxi. 
i Approximate Couuts of Labour Oost of mate Olus of gooda. Dimensions. Weight. 

yarn. Oost of yarn. 
oharges. manufaoture. output weaver's 

per loom wages. 
; per day. 

, . , 
• ;;. 

Yds. Pov.nds Rs. a. p. Rs. a. p. Rs. a. p. Rs. a. p. .. 
t Garhas " · · 27'x12 11 121 x121 0 911 015 7 1 9 6 12 015 0 · · 

, 
• , , 

'.' Coating cioth · · · 32"x12 21 -l\X -h 1 7 1 1 8 0 215 1 8 1 0 0 I 
• 

Towels · · · · 27"X 12 2 /ax • 1 1 9 015 0 2 0 9 10 012 6 11) 

" 
. . 

0 

• r . . 
Bed sheets · · , 54'x 21 21 /ax 1\ 1 ]0 6 011 0 2 5 6 71 015 0 .... ' 
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