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THE MILLOWNERS’ ASSOCIATION, BOMBAY.

Evidence of Mr. H. P. MODY, Chairman, Mr. S. D. .
SAKLATVALA, Mr. AHMED F. CURRIMBHOY,

" Mr. H. M. MEHTA, Sir MANMOHANDAS
RAM]I and Mr. T. MALONEY, Secretary,
recorded at Bombay, on Tuesday,

the 16th August, 1932.

President,—Mr. Mody, you are Chairman of the Bombay Millowners’
Association ?

Mr. Mody.—Yes.

President.—And your colleagues who are appearing with you are members
of the Committee of your Association?

Mr. Mody.—Yes. -

President.—1I should like to get some idea of the constituency that your
Association represents, that is to say how many mills are there which are
represented in your Association at present?

Mr, Mody.—101,

President.—How many of these are situated in the City and Island of
Bombay?

Mr, Mody.—63. :

President.—May I take it that you are authonsed to represent the up-
country members of your Association? .

Mr. Mody.—Yes, all our members.

President.—As far as the general issues are concerned, you represemt
the up-country members as well?

Mr. Mody.—Yes. .

President.—I feel probably the most convenient way in which we can
proceed with your examination is to take up the various points in the
order in which we have set them out in the questionnaire and if there
are any points which are left over, I propose to discuss them at the end
of the discussion of the questionnaire? Would that suit you?

Mr. Mody.—Yes.

President.—As far as the cost statements are concerned, you have expressed
a desire that the statements of costs of individual mills should be kept
confidential and in accordance with the undertaking the Board gave you
in our questionnaire what we propose to do is to hold them over till we
have discussed all the other issues in the questionnaire and probably I
think, as far as I am able to figure ‘it out, on Thursday our sittings will
be entirely confidential, assuming that all the other issues are finished by
to-day and to-morrow? .

Mr. Mody.—Yes.

President.—The first question ‘which we have raised in the questxonnau'e
is the extent and range of external competition by which the Indian
textile industry is faced and we stated those conclusions in Mr. Hardy’s
report because we felt that they formed a sort of peg on which we could
hang the essential points in that questlon The first point raised therein
is the progress that you have made in respect of bleached goods. I consider
that rather an important question because to some extent I take it that
the progress made by the Indian textile industry in respect of bleached
goods is an indication of the progress which is made in respect of finer
classes of goods—I don’t say entirely but to a large extent it may be
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taken as an indicai_‘;ion. Then, of course, it is also connected with the
question of competition between the Indian industry and the imports from
the United Kingdom, because the United Kingdom has always been a
large importer intc ‘this country of bleached goods. :

Mr. Mody.—Yes. '

President.—Now the point is this. You remember that when the Tariff
Board reported in 1926, they gave a fizure of 67} million yards as the
production of the Bombay Mills of bleached goods.

Mr., Maloney.—Yes. :

President.—I think 67-6 million yards is the correct figure.

Mr. Mody.—Yes. ’ .

President.—As a matter of fact the figure which was given in the
Bombay Custom House returns was 4:3. They rejected that figure on the
ground that the Custom House figures did not show bleached goods which
were bleached at separate bleach houses outside the mills. The Custom
House figures showed only the production of bleached goods to the extent
they were bleached on the mill premises. Therefore they accepted 67%
million yards as the correct figure. Mr. Hardy in 1929 went into this
question and he rejected the Tariff Board’s figure on the ground that the
higher figure which the Tariff Board gave in 1926 represented not merely
goods consisting entirely of bleached yarn but also goods which consisted
in the main bleached yarn but also coloured and woven patterns although
the coloured and woven patterns were classified for import purposes  as
coloured goods. He therefors stated that the lower figure ought to be
taken for the purpose of bleached goods as understood by the Trade Returns
and he gave a figure of 1 per cent. I have been examining these figures
which you have sent in recently and I am rather glad that you have shewn
separately the figures of coloured yarn bleached goods because if we exclude
that we are in a position straightaway to check Mr. Hardy’s ficure. Work-
ing out your figures, the result that I get is this. Taking the year 1927
which is very close to the year on which the Tarif Board reported if I
leave out all coloured yarn goods and leave out also what you call un-
accounted goods, the proportion of bleached goods to the total production
in Bombay City and Island is 6'5 per cent. I think you have calculated
your percentages on a different basis. I think you have probably taken
unaccounted goods into account?

Mr. Mody.—Yes.

President.—If you leave that out, you get a figure of 65 per cent.
which is the proportion of bleached goods to the total production.

Mr. Maloney.—Yes, leaving goods made ocut of coloured yarns.

President.—I think that the Tariff Board’s fizure of 67-6 million yards,
taking the total production which I got from ome of your reports, gives
7 per cent. Leaving out coloured yarns, the proportion is 6:5. Therefore
it looks to me that the Tariff Board was correct and Mr. Hardy wrong.

Mr. Mody.—Anyway, in our replies to the questionnaire we have given
detailed figures under each head of bleached goods. If you leave out goods
containing coloured yarn, you will find that our production as regards
plain goods has gone up by 100 per cent. In dhotis, it has gone back
a little. .

President.—I was trying to look at it this way. I want to know precisely
the progress which has been made in respect of bleached goods, that is to
say, entirely bleached with no admixture of coloured yarn because that is
the thing that matters when you come to consider the question of competi-
tion in the white bleached line. Then, you see in 1927 it was 6'5 per cent.
and in 1931, including the goods bleached at the four mew bleach houses,
the ficure is 9:7 per cent.

Mr. Mody.—Yes.

President.—That is to say the proportion of bleached goods has increased
in the past 5 years from 65 to 97 per cent.? '
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Mr, Mody.—60 per cent. increase,

President.—That gives oné a fairly accurate picture of the progress
made in respect of bleached goods?

Mr. Mody.—Yes.

President.—There is one point which I don’t quite understand. If you
could explain the point, it would be useful. I cannot runderstand how the
Custom House could exclude from their returns goods bleached at separate
bleach honses by mills. The Custom House must get these figures from
you only. There is no independent source from which they could get figures.

Mr. Saklatvala.—They get the production fizures from us.

President.—In the production you show goods bleached outside the mill
premises ? '

Mr. Seklatvala.—No.

President.—Then, it is a natural error that the Custom House may
make?

Mr. Mody.—I cannot say.

AMr. Boang.—Would these goods bleached in outside bleach houses appear

in your returns as grey?
Mr. Maloney.—1 don’t say always but the prebability is that they would

be returned as grey.

Mr. Saklatvala.—Very often the selling agents buy as grey and put inm
the production returns as grey. Then they get them bleached outside.

President.—The bleaching is done by people who have taken it off your
hands? ’

AMr. Saklatvala.—Yes.

President.—That is how the mistake arose? B

Mr. Mody.—Not always, but often enough,

President.—Is it possible for you to tell me approximately, taking the
bleached goods used by Bombay Mills, what range of counts of yarn they
represent—never less than 30s?

Mr. Maloney.—That would not be correct.

Mr. Sakletvale.—In some years there has been a substantial ‘demand for
bleached khadi.

President.—That would be somewhere about 20s?

Mr, Saklatvala.—Coarser still; there would be some 10s.

President.—Taking the current practice, would you say that your bleached
goods represent eounts above 30s.? '

Mr. Saklatvala.—Yes, as far as plain goods are concerned. I just want
to point out one thing. The progress in respect of goods containing coloured
yarn does not seem to be much, and the reason is this. In Bombay, we can
scarcely compete against Ahmedabad where the bleaching is done by the
local washermen. That is why in respect of bleached goods where there
is coloured yarn, Ahmedabad has got the bulk of the trade.

President.—In Ahmedabad, bleaching is a cottage industry—that is what
it amounts to?

Mr. Mody.—Yes. But I think as a general proposition it can be stated
so far as plain goods are concerned, a great deal of the stuff that is bleached-
would be about 30s. As Mr. Saklatvala pointed out, a great deal of khadi
is bleached which is made of coarser yarn. )

President.—Then, I come on to the mext point, that is the share of
the grey goods market which Calcutta represents. There is no essential
difference of opinion between you and Mr. Hardy. The only point is that
Mr. Hardy fixed the figure at a slightly higher level than you do, but
you admit that Calcutta is still the largest market in respect of grey goods?

Mr. Mody.—Yes.
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President.—Have you any particular reason for suggesting that the
figures are now lower than what Mr. Hardy suggested?

_Mr. Mody.~—I cannot say whether Mr. Hardy’s estimate when it was
originally framed was accurate or not. We can form omnly general ideas.
‘What we have stated is “ As far as Bombay mills are concerned, it certainly
cannot be said that 90 per cent. of the dhoties or 65 per cent. of other grey
goods are distributed from Caleutta. It is difficult to say what the exact
proportions are. General enquiries which haye been made seem to indicate
that about 70 per cent. of dhoties made im' Bombay are sent to Calcutta
but less than 50 per cent. of other grey goods ”.

President.—You contest the original estimate itself?

Mr. Mody.—I do not know where he got his estimate from.

President.—I am wondering, if Mr. Hardy’s figures for 1927-28 were
correct and yonr figyres are correct at present, whether the difference
could be accounted for in this way, that there is at present in Bombay
mills a much larger production of grey dhoties and when you have a large
increase in local production often as we have seen in other industries, it
stimulates a local demand. Therefore as a result of active selling arrange-
ments, it is possible for you to sell a larger proportion of grey goods that
you make here in the local market instead of shipping them out to distant
markets.

Mr. Mody.—It would not be correct to say that our trade in Calcutta
has fallen off. It has mot fallen off. It is not known where Mr. Hardy
. obtained his figures from. ) i

President.—As far as dhoties are concerned, the Calcutta Custom House
had kept special returns and I think it is on the basis of those special returns
that he made that statement. But as you point out, it is not an entirely
reliable basis. It is a very rough way of estimating it.

Mr. Mody.—Yes.

President.—There is one point on which I should like some information.
From the statements that Mr. Hardy makes I gather that when goods are
shipped from Bombay to upper India markets which are naturally catered
for from Calcutta, it is sometimes the practice for the goods to be sent in
thie first instance to Calcutta and then from Calcutta they are shipped
over again, that is to say instead of sending it direct from Bombay to a.
place like Amritsar, you send it first to Calcutta and then from Calcutta
to Amritsar. To my mind, it appears that it is a very circuitous way of
selling goods?

Mr. Mody.—We have such direct connections that we would not think of
selling in the way now suggested. If we did, we should be entering into
competition with people who are sending goods direct to those places.

President.—The only condition under which such' sort of things may
happen is if there are any special station ‘to station rates?

Mr. Mody.—Yes. .

President.—I don’t think that there are such station to station rates?

AMr Mody—No. Faurther I should consider it improper to do like that.

President.—Even on your figures Calcutta is the largest market for grey
goods and grey goods form your staple production. The question of freight
from hers to Calcutta is a very important point.

Mr. Mody.—Yes. ’

. President.—You have given us freight figures. Is the practice generally
to send goods at O. R. or R. R. rates? /_ "

Mr. Mody.—T had statistics taken out:some time ago and I found that
goods were going in increasing quantities by rail rather than by sea.

President.—What I am asking is’ whether you send them at owmer's
risk or at railway risk?P
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. Mr, Saklatvala.—Sometimes the merchants ask us to send them at owners’
risk, and we do so. '

President.—If the mills themselves ship goods, they generally send them
at railway risk? -
Mr. Saklatvala.—No. :

President.—For our purposes, as we are looking at the thing enmtirely
from the mill point of view, it would be necessary for us to calculate the
freight on the R. R. basis?

Mr, Mody.—No.

Mr. Mehta.—We cannot afford the railway risk rates. The railway risk
rate is sometimes 25 per cent. more than the owner’s risk rate.

President,—Let us take for the present the owner’s risk rate. The
owner’s risk rate from Bombay to Howrah is Rs. 1-9-9. Approximately it
works out to about 3} pies per lb. Is that correct?

Mr. Maloney.—Yes.

President.—I was trying to-look at it from this point of view: You
have given us quotations for steamer freights from Japanese ports to
Indian ports. I am afraid I am unable to make very much use of the
steamer freight that you have given because it is calculated per ton of
40-c.ft. Unless we know the equivalent freight in respect of the leading
classes of cloth in cubic tons, it would be difficult to make any calculations.

Mr. Mody.—It would be somewhere about 3} bales.

President.~—~When you speak of a bale of piece-goods, how much is it?

Mr. Mody.—300 lbs.

President.—Would you put it at so high a figure? A few stray, invoices
that we happened to see give us for standard plain grey goods a figure
of somewhere about 5§00 lbs. Would it be possible for you to give us ‘some
information ?

Mr, Mody.—1 shall try.

President.—In respect of about half a dozen classes of goods.- Normally
we might take it at about 1,050 Ibs, -

Mr. Mehta.—One cubic ton, taking an average of 300 Ibs., comes to
1,050 lbs, : ..

. | .
President.—What kind of cloth are you thinking of?

Mr. Mehta.—All classes except very fine goods—80s, 60s and ‘so on. All
the bales are over 300 1bs. i ’

President.—Taking all the kinds with which the industry is normally
concerned ?

Mr, Mehta.—Yes.

President.—Supposing we took the eubic content as the equivalent of
1,050 lbs., at 13:50 yen less 10 per -cent. rebate, taking about 100 as the
current rate of exchange, what kind of steamer freight does it come to
per b, from Japan to the Indian ports? We have got a figure of 13 pies
calculating on 500 Ibs., so that if you calculated it on 1,050 Ibs. it would be
about half of -that. Supposing you took it at a pie per Ib. and if you
added a pie per Ib. as the freight on cotton from here, then the total
freight on raw material from here to Japan and from Japan to Indian
ports is 2 pies, whereas your freight to Calcutta which is your principal
market on piece-goods is 33 pies per Ib. The freight paid on raw material
and piece-goods put together in the case of Japan is lower than the freight
that you have to pay on piece-goods to your most important market in
India. Will you look ‘into this question in some detail and let us know?
If you could give us six different lines of piece-goods and give us the freight
rates, it would be useful. :

Mr. Mody.—T shall try to give you the information.

President.—There are various other qugstions that arise out of the quéstion
of freight but I will raise them in detail whe_n we come to the question of
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freights, Now we come to the question of coloured goods. You suggest
that the percentage of coloured goods is now less in the Calcutta market
than at the time of Mr. Hardy’s report. The total production of coloured
goods in 1927-28 was 681 million yards; it is now 678, so that the total
.Indian production remains more or less the same. Your production has
fallen off because your export trade has fallen off, If the total Indian
production is more or less the same now as in 1927-28, is there any reason
why the proportion of business dome in coloured goods in Calcutta should
be less now than it was four or five years ago?

Mr. Mody—I can omly answer that by suggesting that the Ahmedabad
production of coloured goods mostly go to other markets than Calcutta.

President.—Four or five years ago you were the principal Indian manu-
facturers sending goods to the Calcutta market?

Mr, Mody.—About half and half.

President.—Since then Ahmedabad has increased its production?
Mr. Mody.—They have. ‘

President.—With regard to this question of fie counts, that is, the
progress made in respect of goods woven from fine counts, we shall take
the question of dhoties first. That is a very important point in this enquiry
because we have got to form an estimate of the extent to which the
industry has been able to comply with the recommendations made by the
Tariff Board in 1926 with regard to diversification. This has a very im-
portant bearing on the question of competition. Your suggestion is that
the ratio of goods woven out of medium and fine counts is considerably
higher mow than when Mr. Hardy reported, and reading your replies in
connection with your representation I gather that the main grounds om
which you base your statement is this: first you show that ‘there is a
large increase in the output of dhoties made in Bombay and since dhoties
made in Bombay mills are largely medium and fne counts, therefore the in-
-crease in production consist of cloth of 40 counts. Then you take the
lines ‘¢ Cambrics and Lawns *’ which are above 40s.

Mr. Mody.—Yes.

President.—Then there is the question of improvement in the average
counts of yarn spun. Taking Bombay there is an increase of about 3-5 and
taking India as a whole it is 2'1 per cent. 'Then you give us the returns
of individual mills who have considerably increased their production of
finer dhoties.

Mr. Mody.—Yes.

President.—In addition to these points is not one justified in pointing
to the increase in the imports of raw cotton from other countries than
America? If you have increased your imports of raw cotton from East
Africa and Egypt vou are obviously importing staple cottom which is more
suitable than that from Amerca.

Mr. Mody.—A considerable portion of the cotton . . .. ..

President.—What I was thinking of is this. Take 1926-27: the total
import of raw cotton was 474,000 bales and in 1930-31 the amount is more
or less the same. What has altered is the distribution, that is to say from
East Africa in 1926.27 the total import was 85,000; last year it was 179,000:
from Egypt was 3,026 in 1926-27 and it was 146,000 last year. Therefqre
although the total remains about the same the impert from countries which
specialise in staple cotton has increased considerably.

Mr. Saklatvale.—May I point out that in 1926-27 more American cotton
came in not because of fine counts. but because of the scarcity of Indian
cotton, but in later years because more and more finer yarns are being
spun, :

Dr. Matthai.—There is one point on which I want you to help me. The
usual way in which progress in respect of finer counts is estimated in the

.
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ipublications that ¥ have seen is this: they say the total Indian production
is so much, out of that the total amount made out of finer counts is so
smuch and therefore the proportion of finer count to total production is so
auch. To my mind that is rather a misleading way of stating the position.
Unless you state the proportion of cloth of finer counts to the total amount
.of cloth from medium and fine counts—there are certain kinds of goods
that are produced from below 20s rule that out and take cloth made from
above 20s.” Out of that what is the actual proportion of cloth made out of
30s and above? That is a much better criterion. The way I would like
to calculate it is this. I would like you to tell me if there is any flaw
in this calculation. We take the year 1926-27 to start with and compare
‘that with 1931-32. Take the total Indian production in 1926-27 which is
528-7 million lbs., in 1931-32 it is 672, The first thing I am going to do
is this. There are some kinds of cloth which are definitely woven out of
‘20s and below. I presume they are chaddars, jeans, sheetings, khaddars
and so on. I rule these out entirely as coarse cloth. :

AMr. Mody.—~That is so.

President,—Your total production includes also various classes of goods
-which are not piece-goods. There is, for example, an entry in the Indian
production returns of ‘‘ grey and coloured goods other than piece-goods .
“When we are calculating piece-goods it is necessary to leave out ¢ Other than
piece-goods *’. Then take hosiery. We must leave out hosiery which is
included in the total production, Then there is a certain amount of pro-
duction of goods which is mixed with silk or wool. I take all thése out in
order to get the piece-goods which are made of counts above 20s. Leaving
all these out you get for 1926-27 a production of about 409 million Ibs. and
for 1931-32, 513 million lbs. The resultant figure is entirely dhoties,
<cambrics and lawns, shirtings, longcloth and coloured piece-goods. Those
definitely are classes in which counts above 20s are used.

Mr. Mody.—Yes. ' :

Mr. Saklatvale.—There is a substantial production of goods from counts
‘below 20s. :

President.—Could you suggest a proportion? I think I am justified in
saying that this figure is on the high side.

Mr. Saklatvala.—Yes, -

President.—To get the produetion of cloths from counts 20 and above
T take the total Indian yarn production of 31s to 40s in 1926-27 and 1931-32
and the Indian production of counts above 40s in the two years, Then I
get a.tqtal for 1926-27 of 39 million 1bs. of yarn of counts above 30s and
105 million lbs. for 1931-32. 1In order to get the Indian production of piece-‘
goods, corresponding to this production of yarn I have got to make certain
deduction on account of handlooms, yarns that you have reeled and sold.
You remember the figures given by Mr, Hardy showing the proportion of
_warp, weft and reels in the Bombay mills. The last year for which he
has given figures is 1928. Taking the 1928 figures I find counts above 30,
reeled varn represents about § per cent. of the total quantity of yarn of
these counts made in the mills.

Mr. Mody.—That would be so even to-day.

President.—Therefore if T take 5 per cent. off the total production of
varn over 30s in 1926-27, the resultant figure shows the quantity of yarn
-above 30s which is used in the Indian mills, and that would be right. ;

Mr. Mody.~—Yes.

President.—T am assuming also that imported yarn above 30s is almost
-entirely used by handlooms.

Mr. Mody.—Yes.

President.—Therefore in calculating your production of fine cloth, T need
mot take into account imported yarn above 30s.

Afr. Mody.—No. not for practical purposes.
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President.—For practical purposes it may be left off.
Mr. Mody.—Yes.

Pre’s;den_t.—lf‘that gives a correct estimate for our purposes of the
production ‘of piece-goods of 3ls and above; the proportion that I get in.
192627 is 9 per cent. of all the goods which are woven out of yarns of
counts above 20. On the figures that I have for 1931-32, it is 184 per
cent. Therefore taking simply the classes of goods in which the counts
above 20 are used by the mills, the proportion has more than doubled
which, I think, is probably a more vivid wiy of presenting the situation.

Mr, Mody.—Yes.

Prqsident.—-(}oming to the 5th point, that is the question of the extent
to which trade in dhutis imported from the United Kingdom competed
with those of the production of Indian mills is that because Mr. Hardy
reported on 1927-28 figures and he came to the conclusion that the over--
lapping took place only to a small extent. :

Mr, Saklatvala.—This would be of interest to you, Out of the total
production of yarn by the Swadeshi Mills, the production of finer counts of
30 and above was 7 per cent. in 1927.28 and in 1931-32 it was 17 per cent.

President.—Mr, Hardy came to that conclusion. It is a question of the-
extent to which imports from the United Kingdom in dhutis overlapped
with the Indian production. It is a question first of estimating what is.
the proportion of these counts imported from the United Kingdom and
the second is the proportion in which it is made in India., With regard to
the first what Mr. Hardy apparently did was to take the proportions of
various kinds of dhutis imported from the United Kingdom as registered
in the Calcutta Custom House special returns. He took shirtings, dhutis,
jaconets, mull dhutis, shirting dhutis between 80s and 40s and jaconet
dhutis between 40s and 50s. He got the proportions of these. and he
took 30s-40s figures and compared them with the production here and
that is how he came to this conclusion. While his statement might have
been perfectly correct judged by the Calcutta Custom House returns,. a
fact which bas perplexed me a great deal is a statement that I found in
the Tariff Board’s report in 1926, page 39. That was when they were drafting
the report. If that statement as given in the Tariff Board’s report is
correct, in that case the position is that on the total imports from the
United Kingdom in 192627, 40 to 45 per cent. consisted of 30s to 40s.

Mr. Mody.—As it has been supplied by the Manchester Chamber of
Commerce, it must be a very reliable figure. :

President.—Much more reliable than anything we can get locally. The
total imports from the United Kingdom in 1926-27 was 1,457 million yards.
Taking the lower figure of 40 per cent, you get 580 million yards of 30s
to 40s. Out of the 1,457 million yards imported from the United Kingdom
in 192627, 550 million vards were bleached goods. Now I am right in
thinking judging by actual practice, the whole of the bleached good:
imported from the United Kingdom is above 50s. ‘

Mr. Mody.—Yes.

President.—I have found that statement elsewhere and I found it also
in Mr. Hardy’s report. Therefore we can ‘take 550 out of that. If it is
above 40s you can take 530 out of 1,457. You get 870 million' yards. 580
million yards out of 870 million yards of the gcods which, are generally
made of medium and fine counts imported from the TUnited Kingdom were
80s-40s.” That is very mnearly 60 per cent. That consists of plain grey,
Lordered grey, printed and woven goods. If you assume that a very con-
siderable proportion of plain grey is of counts below 30s, a very consider-
able proportion of printed poods is below 30s. Similarly woven coloured
goods are below 30s. Taking simply bordered grey ' dhutis, more than 60’
ner cent. in 1926-27 must have consisted of 30s and 40s. If that was so,
Mr. Hardy’s conclusion is rather rash.
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Mr, Mody,—Yes.

President.—TCnless the statement of the Manchester Chamber of Com-
merce which the Tariff Board quotes was simply not an' accurate statement
but a sort of approximate statement. :

Mr. Mody.—I don’t think the Manchester Chamber of Commerce is likely
to make approximate statements.

President.—In the invoices they don’t show the counts. .

Mr, Mody.~The Manchester Chamber of Commerce would be in a posi-
tion to know the facts better than any of us.

President.—Question No, 1 (vi): Counts of Japanese goods. I do mnot
know whether you have any remarks on Mr. Hardy’s report. If you will
look at page 48, Table XXII, the second part of the table is Japan. From
those figures one would rather say that 80 to 90 per cent. of dhutis from
Japan was then below 40s. What is your general impression about the
time when these figures were collected? Would that be a correct statement
of the position?

Mr. Mody.—Yes.

President.—You make a reference in your replies to the analyses of
Japanese dhutis. Have you got any definite statements on the results of
these analyses?

Mr. Maloney.—We will send you the analyses later.

President.—Question No. 1 (vii): Heavy shirtings: With regard to the”
question of grey shirtings the position is interesting, inferesting in this
sense that there has been a very large reduction in the imports of plain
grey goods as compared with 1929-30. I mean 1929-30 is the year imme-
diately preceding the introduction of specific duties. It was 310 million
yvards in 1929-30 and in 1931-32, 127 million .yards. It is less than
half in spite of the fact that it still constitutes the largest single
item of imports from Japan. In other words although there has been
a reduction of more than half since 1929-30, the competition which the
Indian industry has to face in respect of that class of goodg is still very

great.

Mr, Mody.—VYes.

President.—As far as sheetings are concerned, there is hardly any import.
It has completely disappeared. The explanation that Mr. Hardy gives for
the disappearance of sheetings from the import trade figures is mnot. so
much that there has been an actual reduction in the imports, But it is
simply a question of the way that Customs classify these goods for customs
purposes. In other words supposing you have a bale of sheetings, sheetings
for all their general appearance are exactly like shirtings. Therefore a
particular piece of sheetings was described as shirting. )

Mr. Mody.—That was being used for sheetings and shirtings. On enquiry
being made we found that that particular type of sheeting although it
would be easily called sheeting, they were used for pyjamas in Karachi.

Mr. Mukherji—It was described as shirtings and it was passed as
shirtings to all intents and purposes. That particular type of cloth .was
used in the Karachi District for pyjamas.

President.—Was there a considerable import of that class?

Mr, Mody.—Yes. ,

President.—It has completely ceased now?

Mr. ‘Mody.—Yes.
. President.—The reason why this still constitutes the largest single item
in spite of the high duty is because this is precisely the kind of cloth that
lends itself to standardised production,

Mr. Mehta.—They are weaving it on automatic looms. One Japanese
workman is able to manage 20 to 25 looms. Automatic looms imported into
India by some of the mills have been given to Indian workmen and they
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could not run even 4 looms satisfactorily. As a matter of fact one of the-
Japanese mills in Bombay ordered out several of these automatic looms
and they tried them. They brought their own men and women to teach-
the Indian workmen. They got tired and went away. The Indian work-
men could not operate these looms.

Mr, Mody.—As a matter of fact the experience of one of our members
is that the automatic looms do not produce more than the ordinary looms..
_ Mr. Saklatvale.—Here is a statement which will interest you. (Handed.
in.)

President.—Automatic looms are no good in respect of goods in which.
constant adjustment is required.

Mr. Mody.—Quite. It is only in the case of plain goods that automatic-
looms can be made use of.

President.—1 am entirely a layman in this matter. The more I read,
the more I feel puzzled about the whole matter. Why it is that everybody
when he talks of Japan describes the automatio loom as an enormously useful
piece of machinery, but in Lancashire and Bombay they apparently take
a different view? Why should the automatic loom succeed im Japan and.
not succeed here or in Lancashire?

Mr. Mody.—Japan has perfected the automatic looms and has made a
success of it.

. Mr. Saklatvala.—It is more the number of hours they work than the
automatic looms that have made Japan a successful competitor. In Lanca--
shire also the automatic loom is not a success.

President.—It coincides with the experience in Bombay?

Mr. Mody.—Yes,

President.—It is unfortunate that Bombay should look to Lancashire
as their spiritual home.

Mr. Mody.—There is no doubt that Japan has made & success of the
automatic loom,

Mr, Mehta.—Bombay has come to look upon Great Britain as its
spiritual guide. We have also been following Japan and America very
closely. But there are difficulties in this country. We cannot get the same-
amount of work from our workmen as they do in other countries. Further,
the climate is against it and the machinery is so intricate and complicated.
that it requires an engineer to supervise it, The other point is that in
J lf.lzan one’ woman looks after 20 automatic looms. Besides, they run two-
shifts.

President.—In these days of rapid mechanical advance I am not a.
believer in the theory that climate and other things are fundamental factors.

Mr. Currimbhoy.—There is certainly advantage in automatic looms but
we cannot introduce them for financial reasons.

President.—That argument has never been put forward as the mest.
important. So far, the argument has been against its working. ’

Mr, Mehta.—If it has not been so, why have the Toyo Poddar Mills given.
up the automatic looms in this country?

Mr. Mody.—The primary consideration is that we cannot experiment with
(it on a large scale. I am certain that when times improve, a lot of mills.
will try automatic looms. Up to the present moment, for one reason or
another, they have not been a success. At the same time, it is just possible
that when finances improve and when we instal automatic looms on a large-
scale, we may be able to get better results. At present, the automatic-
loom has failed. I have known mills which have installed a dozen or twenty
looms, but that is not good enough. We must import in considerable quan--
tities, have special weaving sheds and provide other special facilities.

Mr. Saklatvala.—Automatic looms have not been invented recently. Evem
when there was no financial difficulty, these Jooms were not tried. We tried’
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lots of looms in 1898 to 1899. We had about 8 looms and after years of
trial, we came to the conclusion that there was no special advantage.

President.—1 have no right whatsoever to express any opinion, but I.
am unconvinced,

Mr, Mody.—Mr. Maloney has attended to 20 looms in Lancashire more-
than twenty years ago. Standardised goods only can be produced satis—
factorily in those looms, )

President.—Coming to point (xii) and the following points, that is to-
say, the extent of dyed goods, coloured goods, and so on which are still-
imported, the figures seem to throw a great deal of ligcht on the relative
effectiveness of specific and ad wvalorem duties. I took out all the figures.
The position is this. We find in regard to plain grey that in 1929-30,
the year just before protection was introduced, the total import from Japan.
was 310 and in 1931-32 it was 127. That is a line of goods to which a
minimum specific duty was applicable. The other class of goods to which.
a minimum specific duty is applicable is coloured woven goods. If you take-
the total imports of coloured woven goods, in 1929-30 it was 74 million
yards and in 1931-32 it is omly 17-4 million yards. That is a very big
drop. Take the other class of goods to which the ad welorem duty is
applicable. If you take the bordered grey, im 1929-30 it was 57-5 million
yards and in 1931-32 52'6 million yards—practically stationary. As regards
bleached goods, in 1929-30 13-8 million yards were improted and
in 1931-32 598 million yards were imported. As regards printed-’
goods, the total imports in 1929-30 were 52:5 millions yards and
in 1931-32 48-5 million yards—fairly stationary. In 1929-30, 27-6 million
yards of dyed goods were imported and in 1931-32, 28:6 million yards of
dved goods were imported. It seems to me that these figures throw an
interesting light on the way in which ad valorem and specific duties operate.
They seem to bear out the contention of your Association that if protection
is to be effective, it-ought to be granted in the form of alternative specific
daty. L

Mr. Mody.—Yes.

President.—I do not know if your experience agrees with the statement
that I have often heard made and my own observation leads me to think
that that is right—the way in which Japan has been competing in the
Indian market particularly since the introduction of protective duties..
As regards plain grey goods, Japan imports goods which are of slightly
better quality than the imports from the United Kingdom but sells them:
at the same price; whereas in regard to bleached goods, Japan imports goods-
which are of a lower quality than the imports from the United Kingdom-
but sells them at a lower price. Is that right? .

Mr. Mukherji—~With regard to plain grey, and white bleached goods,
the quality of Japamese imports is slightly inferior to Manchester bub
better than the Indian production.

President.—The inferiority is considerably greater in white bleached goods,
and it shows their intelligent way of adjusting trade to the purchasing-
power of the people. :

Mr. Mody.—~There is no doubt about that.

. President.—I come now to point (xiv), wiz., the question of exports of
Indian coloured goods. There has been no improvement as far as that
is concerned. .

Mr. Mody.—Exports have fallen off. ,

President.—In view of this rapid decline in your exports of coloured
goods which are the main line in your export trade, I am wondering how
far it is true now to say what the Tariff Board did in 1926 that one solu-
tion for Bombay as distinet from other centres of production in India is
to give increased aftention to the ezport trade. If the Indian industry
finds it difficult to hold its own in a protected home market, how is the
Indian industry going to face competition in an unprotected export market?
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Mr. Mody.—At the present moment it is impossible.

President.—I am not speaking of the position since the exchange began
to depreciate but of the time before the depreciation of -the exchange.

Mr, Mody.—We had .a certain advantage before, due to the cheapness
-of the rates at which we could get our dyes. That advantage has vanished.
The price of dyes has also gone up now and so far as manufacturing
-costs are concerned, we cannot market the goods at that price. Besides the
facilities which the Government and shippers in Japan afford to their
manufacturers are killing our trade.

President,—Various suggestions have been made to us ever since the
-enquiry was referred to us that the textile industry in India ought to set
about sending Commissioners of Trade, Commercial Travellers and people
to report conditions in foreign markets and so on. Looking at actual
figures of exports from India and comparing them with the exports from
Japan to those export markets and looking at the relaive levels of Japanese
and Indian prices, I find that no amount of trade commission is likely to solve
this point. '

Mr. Mody.—No. At the same time we have requested the Government
of India to appoint Trade Commisioners . . . . . .

President.—If the difference is represented by a small margin, visits
of Trade Commissioners and the provision of satisfactory information might
help but where there is an enormous margin, to what extent can mere
provision of information help?

Mr, Mody.—Let alone the question of expansion, if we are to retain the
markets which are important to us, the appointment of Trade Commissioners
is a preliminary step.

President.—As regards that, I think that Dr. Meek is perfectly right
when he says that if after all the export markets represent 5 per cent. of
‘the Indian production, as.a solution of the depressed condition of the
Indian textile industry, its comtribution is negligible. .

Mr. Mody.—I agree with .that.

President.—I want to raise that question again in connection with our
discussion of freights because looking at the position of the Indian export
trade in coloured goods and also the question of the railway freight rates,
I must say that my examination of these two figures has suggested some
exceedingly pessimistic reflections with regard to the Bombay mill industry.

Mr. Saklatvala.—It is not because of want of information that we have
lost our old markets. We had every available information. We had been
-doing a good deal of export trade with Egypt, Levant, and certain Turkish
ports. It is not because of the quality or want of information that we
have lost the trade, It is because of this Japanese competition that we
have lost our export trade.

President.—The price factor is the determining factor?

Mr. Saklatvala.—Yes. It is not that we did not try or that we had mo
information. We did a considerable trade with those parts. We had our
agents. We had all the necessary information but gradually we began to
lose those markets and specially during the war we could not send goods to
those countries. Somehow the Japanese manufacturers maintained their
production and their exports and thus kept those markets. Then finally
came the question of price.

President.—On the evidence that we have received so far, the way in
‘which I visualise the problem is this. As Mr. Saklatvala pointed out, this
question of India’s export trade is one that has got to be solved entirely
with reference to the price factor. The price factor means your cost
factor out here. Now. the only way in which you can reduce costs is by
having a sufficiently large Indian market at home which may enable you
to raise your output and invest reserve funds in capital extensions and
improvements. If costs are brought down in that way be increased output
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and increased capital extensions, then there may be a possibility in some
distant future of your winning your export market; that is to say, the
essential with regard to the capturing of the export market is a sufficiently
, increased output ensuring the home market.

Mr, Mody.—Yes.

Pregident.—Economically and logically, that is the only way. As for
myself, I don’t believe in Trade Commissioners?

Mr. Mody.—The position however with regard to’ yarn is somewhat
different. So far as exports of low count yarns are concerned, trade could
until recently be carried on. :

President.—That is a question that I want to deal with when we come
to the bhandloom industry. There is one statement which Mr. Hardy made
in his report which has been quoted to us ever since we started this
enquiry, and that is this proposition that area for area fine cloth is often
cheaper than coarse cloth., One may not have had any experience of
manufacturing cloth but one has always worn piece-goods. This proposi-
tion seems to be at variance with one’s experience. Is this really a correct
statement? Mr. Hardy bases it on a Table which he gives on page 85.
The price given is price per unit per area. There the prices vary in such a
haphazard way. I do not know- if these prices necessarily suggest this:
inference, Take the following examples:—

Couants of yarn. Yg:.igo];:“_ . Sg:lc;
40/40 - . . . . . . . 19 361
70/110 0 131 413

I cannot understand this. If it is really true that area for area a fine
dhoti is cheaper than a coarse dhoti, you could not on that account
possibly account for this large reduction in imports from the United Kingdom..
It has gone down as a result of the decline in purchasing power.

AMr, Mody.—X think that it cannot be supported as a general conclusion.
Where there is a differende of 10 or 12 counts, it is possible that the
price variation would be very small..

President.—There is hardly a representation from an important com-
mercial body in India in which this has not been quoted. Supposing you
had cloth, say, 29sx30s in which the reed and pick was 17 x14 and if you
had cloth 80s x 100s would they sell at much the same rate?

Mr. Mehta.—You can’t wear it without outraging decency? .

Mr. Mody.—1It would apply to a very limited range. :

President.—To the extent to which it was true, even to that extent
the reason is that if vou-take the quantity of raw cotton that goes into
a particular area of fine cloth it would be less than the quantity of raw
cotton that poes into a particular area of coarser cloth.

Mr. Mody.—That is so.

President.—On the other hand, manufacturing charges above cotton must
be greater in the case of fine cloth?

AMr. Mody.—Yes,

President,—Therefore what you gain in raw cotton you lose in manufac-
turing charges? .

Mr. Currimbhoy.—That is correct.

President —With regard to 1 (xvi)—price of Japanese goods as compared
with the fall in the price of cotton—I find from the figures that.you have
given that Mr. Hardy was right at the time he wrote.

AMr. Maloney.—1 think he was more or less correct.

President.—On your figures of 1929 there was a fall of over 20 per cent.
in the price of cotton, and if there was a fall of over 20 per cent. in
_the price of cotton- the fall in the price of piece-goods was about 8 per, cent.
and that is correct, is it not?
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Mr. Maloney.—Yes,

President.—But since Mr. Hardy reported the position has changed:
in other words, the protective duties have been made ineffective by a
Eeduction in prices’ almost entirely in accordance with the measure of the
duty. .

Mr, Mody.—I think we have compiled figures on that showing a much
greater drop in relative prices.

President.—I hope you will send us a table showing the fall in prices.
I was looking at the Calcutta wholesale index number. If you -take the
index number of Indian manufactures in 1927, it was 159; in 1931 it was
123. That is a fall of 22} per cent. That is the average fall in the
price of cotton manufactures between 1927 and 1931. If the prices of
Japanese goods that you give in this table are correct, then during that
period the fall at any rate in that particular class of Japamese goods is
45 per cent. against a_general fall in cotton manufactures of 22} per cent.

Mr. Mod'y.—That. is so.

President.—On this question of artificial silk yarn, I think you made
@ suggestion in one of your representations that artificial silk yarn is
mainly used by handlooms. It is only to a relatively small extent that
‘the mills are using it?

Afr. Mody.—In fact the Bombay mills have stopped using it since 1931.

President—I will tell you why I feel rather puzzled about that state-
ment. Looking at the imports of artificial silk into India I find that the
bulk of the imports are into Bombay. We get about 7 to 8 million lbs.
of artificial silk yarn; out of that I should say about 4 to 5 millions are
imported into Bombay. If it were true that the handloom industry were
the chief users of artificial silk yarn I should say that Madras would
have the largest share of the imports.

Mr. Mody.—So far as the Bombay mills are concerned they have given

up its use. .
Mr, Boag.—Are you speaking of the mills in Bombay alone?

Mr. Mody.—At the moment 1 am 'speaking of Bombay but I think
the Ahmedabad mills also are not using it. We have adopted a policy of
stopping altogether the use of artificial silk yarn and all the members of
our association, whether in Bombay or outside, have loyally abided by it.
Mr. Saklatvala has got mills outside Bombay and he has stopped its use

in those mills,

President,—I raise this question in connection with a suggestion which
has been made by the Bombay Chamber of Commerce, that if a high pro-
tective duty is to be levied on artificial silk goods then it stands to reason
that any restrictions on the manufacture of such goods in the country should
be immediately removed. There is this much logic in the contention of
the Bombay Chamber of Commerce that the rate of protective duty which
vou have proposed and which is suggested by the figures will be a very
high rate on artificial silk goods if a case for protection is established. In
the case of a particular class of goods on which an exceptionally high
protective “duty is asked it is a somewhat anomalous position that produc-
tion on that class of goods should be definitely rendered impossible in the

country.
Mr. Mody.—I shall deal with it at length later and explain to you the

position.
President—With regard to artificial silk goods I think in your repre-
sentation vou give a figure of 5 annas for yarn and in your replies to

questionnaire 4} annas!
AMr. Maloney.—43% annas is quite correct. I
now. ‘

think it is less than 4. annas
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President.—What is your suggestion with regard to artificial silk mixtures?
"This 50 per cent, duty applies to goods made wholly of artificial silk: There
is an item in the Tariff Schedule ¢ Artificial Silk Mixtures ”’ on which
the. duty admissible is 343 per cent. ad valorem. What is your proposal
- with regard to that?

Mr. Mody.—1 should certainly tax them heavily.

President,—Do they compete as heavily as artificial silk?

Mr. Mody.—Our contention is that inspite of the fact that for various
reasons, in which we need not go into now, Indian mills have stopped
the use of artificial silk yarn and have stopped producing goods composed
of artificial silk yarn. Competition, particularly from Japan, has increased
very comsiderably; they are sending much larger quantities of these goods
and they are hitting nct only similar class of goods but they are hitting
types which are entirely different—finer class of goods, fancies and things
like that. That is why we say that the imports of artificial silk piece-goods
are hitting our industry very badly. A man who is given the choice of
the two classes of goods—our finer goods and these beautiful looking artificial
silk goods—will naturally go in for the artificial silk stuff, particularly
if it is much cheaper.

President.—Artificial silk mixtures are, I understand, much cheaper still,
Some of the prices that we saw in conmection with artificial silk mixtures,
in the majority of cases the prices were lower. As far as you are concerned
your proposal applies to both?

Mr. Mody.—Yes, but artificial silk mixtures are coming in much. smaller
quantities.

President.—When it was decided to increase the duty on artificial silk
goods to 50 per cent. for what reason was mo action taken with regard to
mixtures?

Mr, Mody.—As a matter of fact our attention was not directed to that
at all. We asked for prohibitive duty against artificial silk piece-goods
but I don’t remember our making any special differentiation with regard
to silk mixtures.

Mr. Maloney.—They are really covered by section 21 of the Sea Customs
Aet.
President.—Now I go on to question 3. You have not given us any
information with regard to questiom 2, ]

Mr. Mody.—We have expressed our ‘inability to give it.

President.—What I find from the figures you have given in answer
to question 3 is this. I have taken for the purpose of comparison the
figures from January 1928 to July 1930, my reason being that-since July
1930 various influences have been at work in the market which have disturbed
the normal state of affairs, Taking that period the costs that you show
in this table are mostly for coarser counts. The fall is from 15 to 20
per cent. If you take Rs. 0-12-6 for January and Rs. 0-10-6 for July
1930 the fall is somewhere ahout 15 to 20 per cent. If you take your lower
‘Table for 30s/40s dhoties and if you take the period from January 1928
up to August 1930 the fall is 5§ per .cent. Before the protective duties
were introduced and prices were disturbed in consequence—if you take a
more or less normal period such as January 1928 to July 1930—piece-goods
woven from lower counts have shown a higher percentage of fall than goods
'‘made of finer counts of yarn. )

Mr. Mody.—That is so.

President —While that is true on the figures that you have given here,
it seems to me that the data that you have given are mnot sufficiently
wide for us. Could vou give us for the same period a few other superior
classes of cloth hesides dhoties of 30s and 40s which are sufficiently repre-
sentative. Give us such figures as you have and if they are good enough
we will use them. Tt is rather an important point. Give us for the same
period as in the first Table.
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Mr, Mody.~—I should make an effort. We will probably be able to give
you individual mill prices: that will probably be better. g

President.—If you could give us individual mill prices I think we could
utilise them. On the answers to Questions 4 and 5, I have no comments to
make, but I think the statements are what one would expect. As regards.
Question 6, I am afraid we are rather responsible. As it is phrased, it is
somewhat enigmatic. - The point that we had in mind when we framed
this question was this. The Tariff Board said in 1926 that if the Bombay
industry did not require protection, there would be no claim for protection
and there would be no case for protection. ‘Supposing that was the position
to-day and the need for protection on the discriminating basis was confined
to the Bombay section of the industry, if the protective duties were with-
drawn in 1933 and Bombay production on that assumption fell off very
considerably, could the rest of the industry afford to stand by with folded:
hands so to speak? What happens in Bombay, is it a matter of -entire:
indifference to the rest of the Indian Textile industry?

Mr, Mody.—It cannot possibly be.

President.—That is a very speculative kind of question on which it is.
very difficult to arrive at any statistical conclusion, but then it occurred
to us there was a very fortunate circumstance that the effect of the big
strike in 1928-29 was also tantamount to a suspension of protective duties.

Ts that not so?
AMr, Mody.—Yes, in some measure.

President.—There the figures are rather interesting. I find that the way
in which I proceed to calculate the figures in that connection is this.
1927-28 is the period immediately preceding the strike period when your
production was 1,031 million yards. In 1928-29 and 1929-30 you and your
labour were amusing yourselves with strikes at that time. I took the average
of 1928-29 and 1929-30 as the average production during the strike period.
Take the total of these two years and divide it by half. You find the
average production during the period as 713 million yards as compared
with the year before of 1,131 million yards which shows a loss in Bombay
due to strike of 418 million yards. In Ahmedabad in 1927-28 the produc-
tion was 526 million yards. The average of the two succeeding years when
vou had these strikes here was 618 million yards. Ahmedabad and all the
other centres increased their production during your strike by 156 million
vards. The total loss. in Bombay was 418 million yards. In other words
the rest of India supplied about 37 per cent. of the Bombay’s loss. Japanese,
imports increased during the same period taking the average of the two
vears by 137. In other words Japan got 33 per cent. of your loss as against
37 per cent. which was gained by the rest of India. That accounts for
70 per cent. The rest was due to the fall in general consumption. Tf you
look at it in this way it would appear as if the rest of India got half
and Japan got half. From our point of view the really important poinb
is this. The Indian gain of 156 million yards daring this period represented
an increase of 30 per cent, on their original production. That is to' say
thev were ahle when an extraordinary situation like this arose to increase
their production in the course of two years to the extent of 87 per cent. and
Japan increased its imports in the course of two vears to the extent of 42 per
cent. In other words the adaptability of the Indian industrv as compared
with Japan when a big opportunity of this kind offers itself is very much
greater. In my opinion therefore assuming th_at these figtires are correct,
supposing the protective duty was withdrawn in 1933, what would happen
would be something on,the lines of what happened during the strike period

in Bombay.

Afr. Mody.—Did Launcashire imports increase?.

President.—The decline in the mn"ohasing power was really reflected in
the decline of imports from the United Kingdom. Tt looks to me as if
the rest of India however prosperous under a tariff system they might be-
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:at present, if the protective duties were wilthdrawn, the position might be
entirely different from what it appeared to be to the Tarff Board in 1926.

Mr. Mody.—We are proceeding on the assumption that the rest of India
is in a very happy condition. I can’t admit that.

President.—I am not suggesting that either.

Mr. Mody.—We are proceeding on the assumption that in case the Bombay
-alone

President.—That is only if the assumption made by the Tariff Board still
holds good. We have not had time to examine the figures of costs received
from other centres. Therefore I am not making any suggestions at all.

President.—We have come to the question of freights.

Mr. Mody.—Regarding question 6, there is one point arising which has
not been touched. Apart from the question whether the decrease in the
production by Bombay will be made up entirely by mills in up-country or
not, there is this question of price. There is no doubt whether production
increases in other centres or not, that the prices realised by the whole
industry will be absolutely uneconomic. That is a. factor of great import-
ance, It is not so much the actual quantity that is coming into the

country though that is large enough, but the price at which it is coming
that is hitting the industry.

President.—Therefore considering the question of the connection in this
matter between Bombay mills and mills situated in other parts of the
country, we had to take into account both the factor of output and the
factor of prices. That is to say if in the absence of protection Bombay
being situated in a port exposed directly to external competition prices are
seriously depressed, then there is an inevitable reaction upon the prices
likely to be fetched by mills in other parts of the country.

Mr. Mody.—Yes.

.President.—B_efore I make any comments on these figures of ralilway
freight, one thing I would like to know is that this freight rate from
Blombaytto? Howrah is @ special rate. That is to say it is not the ordinary
class rate

Mr. Mody.—No.

President.—Do you know what is the class of freight in which piece-
‘goods are included say by the Great Indian Peninsula Railway?
Mr. Mody.—I shall get that for you.

President.—There is a railway classification.

_ ) The freight that you give
here—I am talking of the O. R. rates for. the time being—works out
Rs. 1-9-9. If you reduce it to maund mile rate, what is the rate per

maund per mile? I find the figure that I get is lower than the lowest class
Tate. The lowest class rate for railway pufposes, I think is :38 pies.

Mr, Saklatvala.—Because it. is a special rate.

President.—It is lower than the lowest class rate, but higher than the.
‘minimum rate which railways levy which is *1. The point that I want to
get at is supposing it was found on an examination that there was a case
for giving freight assistance since the actual freight rate which is given to
you as a special measure on my calculations is -25 pie per maund higher
than the lowest frelght rate which may be charged by the railways unde’
the arrangements, viz., ‘1, if a case is established for further reduction
there is a margin,

My, Mody.—Yes. ! . :
President.—You have not actually reached the rock bottomi,

Mr. Mody.~—Couple of years ago I attempted to get a reduction in that
rate. Even supposing that part of our goods which came by sea would be
-diverted. to the rail routes, I could not get anything out of them. :

President.—Actually the steamer freight is lower.

Mr. Mody.—Certainly -lower. * o



18

President.—Ihe ﬁg}lres that you give here se:em to give a lower rate-
per lb. than this special rate, but then when you take the steamer freight
into account, you have got to add the regular freight, landing charges and'
various other things. )

M7, Mody.—Yes, other charges such as interest, godown rent and so on..
That is why in spite of the steamer freight being cheaper a good deal of our
goods go by rail.

Mr. Currimbhoy.—The steamer takes more time.

Mr. Mody.—That affects interest charges and other things,

Mr. Mehta.—Fulfilment of the contract is also another important matter..
For October delivery contract I can prepare goods in the first week of
October and- deliver them in time if I send them by railway. On the-
other hand if I am to send them by sea, to prepare for October delivery-
goods, I must be ready with them in September. . . .

President.—What time does it take for a steamer to go to Calcutta?

Mr. Mody.—8 to 10 days. Nowadays it takes only 7 days.

President.—8o that the time factor is really more important than the-
question of landing charges.

Mr. Mehta.—Yes, it is a question of one month’s interest.

President.—The most important point to which I want to draw your:
attention with regard to freight rates is this. Calcutta is the largest market
for grey goods and therefore the largest market for the bulk of your-
production. That is right?

Mr. Mody.—Yes.

. President.—The big increase that Bombay mills have been able to make-
in output since protection was granted has been striking.

Mr. Mody.—Tt is a most notable increase.

President.—For which the market is almost entirely Calcutta.

Mr. Mody.—Yes.

President.—Therefore the freight to Calcutta is a very essential element
with regard to your position here.

Mr. Mody.—Yes.

President,—I am trying to look at it from the point of view of the-
relative competitive power of Bombay mills and Calcutta mills. The point-
is this. Suppose we decide as a result of this enquiry to recommend a
continuance of duties on an adequate scale for an adequate period, the-
benefit of the protective duties will apply equally to Calcutta and Bombay.
The most serious difficulty that Calcutta mills have is that they are up-
directly against Japanese competition. If there were no protective duties,
the biggest piecegoods market, »iz., the Calcutta market is equally accessible-
to Japanese imports. Supposing we give adequate protective duties then
Calcutta mills are saved from the menace of external competition. Then
the question arises how are they going to stand in this matter as compared’
with you. There the point is that your advantage is that you are nearer-
to the centres of cotton cultivation whereas they are not merely nearer,
but right in the middle of the market. As far as I am able to judge
supposing it is a question of producing piecegoods in India out of Indian
cotton, then the nearest important centre of cotton cultivation, I take it is:
Amraoti. :

Mr. Mody.—Yes.

President—I took the railway freight on raw cotton from Amraoti to-
Calcutta. I took the railway freight on raw cotton from Broach to Bombay.
Now the difference between that is your freight advantage on raw cotton:
as far as Indian cotton is concerned.

Mr. Mody.—Yes.

President.—The whole of the. freight that you incur on piecegoods from
Bombay to Calcutta is your disadvantage as compared with Calcutta, because-
Calcutta has no disadvantage in the matter at all.
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Mr. Mody.—Quite.

President.—Comparing the Calcutta’s freight disadvantage on raw cotton
with its advantage on piecegoods, I find on the balance they have an
‘advantage over you in the Calcutta market.

Mr. Mehta.—They can’t get everything from Amraoti. They have to
go to South of India, to places like Hubli, or they. have to go to Broach
or Surat. They can’t make 20s from Amraoti cotton. .

President.—It would be a question of using different kinds of cotton.

Mr. Saklatvala.—The position as regards that is the same with Bombay
:mills. They also have to get it from the Punjab. )

President.—That is a small quantity,

Mr. Saklotvala.—Also from the Nizam’s Dominions.

Mr. Mehta.—All the Ahmedabad mills buy nothing else but Surat.

President.—Is it possible for you to make a suggestion; supposing
Bombay mills were going to use entirely Indian cotton for their manu-
facture, to what extent would they depend on raw cotton other than
Oomra? i

Mr. Mehta.—They would have to use Surat.

Mr, Saklatvala.—Very little of Qomra cotton is used by the Bombay
mills. I anr speaking of the weaving mills. It is only for our reeling yarn
‘that we use Oomra cotton. Otherwise for warp and weft we use C. P. No. 1.
In the main for our warp and weft we use other cotton which as I said
we get from the Nizam’s Dominions,

President.—Which are nearer Calcutta? '

Mr. Saklatvala.—They are nearer Bombay, but there would not, I agree,
be much difference.

President.—~The difference cancels out?

Mr. Saklatvala.—Yes.

President.~So that the position would not be materially different if
we calculated it entirely on Broach basis for you and Qomra basis for them?

Mr. Saklatvgla.—No.

President.—If it becomes necessary for us to make a detailed calculation
on that basis, I will take that factor into account. :

Mr. Mody.—The advantage in the way of cotton does not lie very much
in the matter of freight. After all cotton has got to come from a great
many places from the south, from Raichur and other districts in the
Nizam’s Dominions. The advantage really comes out of the fact that
Bombay is a very large market for cotton and there we get a certain
advantage. But it is not in the matter of freight.

President.—What does it amount to? It is possible for you to get
right quantities, is that the point?

Mr. Saklatvala.—Yes, the point really is this. We are not in the same
position as up-country mills such as my friends here who have to take in
their full quantity of cotton.

President.—It is & question of stocking it?

Mr. Saklatvala.—Yes.

President.—Since the market is here you are saved the expenses con-
nected with stocking of cotton?

Mr. Mody.—We are not compelled to buy our cotton for the whole
year. )

President.—You save interest on the working capital?

Mr. Mody.—Yes. .

Mr, Soklatvela.—Again that is offset in a great measure by quality. We
maintain that by having our own ginning factories on the spot and
examining the cotton and converting it, we get a better stuff and naturally
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as the season is confined to three or four months we buy all our cotton
and store it. In Bombay cotton can be bought whenever it is wanted but.
not the quality that one gets when cotton is bought direct. That is the
difference. -

Mr. Mody.—That does not apply to Calcutta, Mr. Saklatvala?

Mr. Saklatvala.—No.

President.—I take it that if the continuance of protection is going to-
belp the Indian textile industry to capture the rest of the Indian market.
represented by imports now, to a large extent it would be cloth made out of
imported cotton and of counts finer than those which you can make out of
Indian cotton?

Mr. Mody.—Yes.

President.—Taking last year’s figures approximately about three-fourths.
of the Indian market have already been captured and one-fourth is still
catered for by imports. Now, much the greater part of that is cloth which
would have to be made in India out of imported cotton.,

Mr. Mody.—Yes.

President.—Well then, supposing the Indian industry is going to proceed
as a result of protection to make those finer cloths how do you stand in
relation to Calcutta? As far as imported cotton is concerned, you have no
advantage over Calcutta? : :

Mr, Mody.—No.

President.—Because it would be landed in Calcutta more or less at the
same rate as in Bombay. . :

Mr. BMody.—All American cotton would have to go to Calcutta through
Bombay.

Sir Manmohandas.—Bombay is connected with foreign markets by regular
services of steamers whereas the ports in other -parts of the country have
yet to develop on those lines.

President.—Do you refer to Calcutta?

Sir Manmohandas.—Yes. In that way they have to begin using large
quantities before they will be able to get those facilities.

President.—Supposing as a result of the continuance of protective duties,
Calcutta is able considerably to increase its production very naturally the
port facilities would grow up?

Mr, Mody.—Sir Manmohandas is referring to present conditions. If the
mills in Calcutta went in for finer counts and were in a position to use
large quantities of imported cotton then they could import just as easily
as we could. .

President —Comparing the figures of production now w{th those of 1925-26
I find that the Bengal mills, although they still represent omly a small
portion of the total production, have advanced a great deal?

Mr. Mody.—Yes.

President.—And it looks to me therefore as far as the p;oduction of
finer counts of cloth which are now represented by imports is concerned
in the course of a few years, provided protection is continued for a sufficiently
long period in the Calcutta market. it would be more and more difficult for
Bombay to compete?

Mr. Sallatvale—If Lancashire is shut out more and more, Bengal being
the market for Lancashire goods, the Calcutta people will certainly look
forward to manufacturing all these goods themselves. As far as Bombay
is concerned, if we are to bhe enahled to compete in the Calcutta market,
the only solution will be that the railway freight should be considerably
reduced so that the Bomhay goods may be sent to Calcutta at a nominal
rate. .

President.—What 1 feel is this. Supposing you n}ade your proposal in
that form, then the Railway Board which has to consider this question will
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refer it to the Railway Rates Advisory Committee. They cannot differenti-
ate between Calcutta and Bombay. The Calcutta mills will say * the
railway freight which already is on a special basis for Bombay happens to be
one protection against Bombay. If you reduce it, you are not taking into
consideration the interests of the Calcutta mills ”’. That would be the
obvious answer?

Mr. Mody.—Yes.

President.—It is not merely the Calcutta market or the immediate area
round Calcutta. If you take all those upper India markets, I find from
the figures that you have given and from the figures that we have got from
the Railways, as far as Delhi is concerned, it is. more or less the same from
Bombay and Calcutta whereas in Cawnpore Calcutta has an advantage of
about 3 annas per maund; in Lucknow they have a tremendous advantage
of about 12 annas and in Amritsar you are more or less on the same
footing; so that it looks to me it is not merely with regard to the im-
mediate area round about Calcutta but also with regard to a considerable
number of those upper India markets, Calcutta may have a considerable
advantage over Bombay and if Calcutta develops, then the increase that has
been possible for you to make in the type of finer grey goods may be
checked P

Mr, Mody.—Yes, in grey dhotis. .

President.—There is a considerable room for expansion in that direc-
tion, .

Mr. Saklatvalu.—The railways have been giving preference to Calcutta
over Bombay always and now' there is nothing to prevent them from giving
preference to Bombay. .

President.—It is not a preference in the true sense of the word; it is a
special rate. That point has been puzzling me a great deal.

Sir Manmohandas.—Bombay has .to consider, when she expands, the
whole of India and not Calcutta alone or Bengal alone, because cloths' made
of finer counts are consumed all over the country by certain classes of
people, that is, the richer and ‘better class of the middle class. They use
all these finer goods. '

President.—But unfortunately the people who do use all these finer goods
happen to be much nearer Calcutta than Bombay.

Sir Manmohandas.—Not necessarily in respect of all goods. That is true
only of dhotis. At present the trade has been  developed to supply one
portion of the country, that is Bengal. Therefore all the goods that are
manufactured from medium counts and even finer counts go. to supply that
market. But that should not lead us to conclude that the trade will be
confined to that portion of the country. Finer goods are consumed all over
the country by a greater number of people and India will have to cater in
future for- all that demand. ‘

Mr. Mody.—Six Manmohandas will agree that the supposition holds good
as regards dhotis.

Sir Manmohandas.—Yes.

President.—It represents more than 50 ‘per cent. of these grey goods.
Although it 'is true that finer goods are consumed in other parts of the
country, you have 50 per cent. of this consumption more or less concentrated
in an area much mearer Bengal mills than Bombay mills. I am. quite
prepared to admit that there are large parts of the country where large
quantities of grey goods are consumed. Here is a part of the country where
50 per cent. of the demand is concentrated. :

Mr. Mody.—What do you deduce from that?

President.—I am stating the problem, Bombay still represents, in spite
of the decline, 40 per cent. of the Indian production. The city of
Bombay and the Presidency of Bombay—in fact the whole of Western India—
is in a real sense economically dependent upon this industry. Therefore we
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cannot altogether ignore the importance of the textile industry as main-
tained on the present basis in Bombay. It is of national importance.
What our predecessors said in 1926 looking at the question as to how to
provide a solution for Bombay as compared with up-country was: *‘let
Bombav look first to the export market and secondly to the market for
finer goods’’. Now if in the export market the price factor is entirely
against you— more against you now than 5§ or 6 years ago—and if in
respect of finer goods there is a possibility under protection that Calcutta
may become very strong competitors then it looks to me from the point.
of view of Bombay the problem of the future is one of very great difficulty,

Mr., Mody.—I think that it would take some years before Calcutta
develops even under protection, say, in the matter of the production of
finer goods. In ordinary circumstances I think Bombay will be able to-
hold its own even in centres where the industry is developed. For instance,
a great deal of our goods goes to Delhi, Amritsar, Cawnpore and other-
places. There are mills in Delhi, in Amritsar and round about those places.
Indore is more favourably situated than Bombay and still we are able to-
gend goods to those places. Under normal circamstances Bombay, I am sure,
will be able to hold its own. While I admit that the Calcutta will have-
an enormous advantage for instance in dhotis in Bengal, still T don’t
think that that is a danger which need make us apprehensive for prac--
tical purpose for quite a long time.

Sir- Manmohandas.—Labour is the chief factor in all these things.
Bombay labour has gained such a knowledge and experience by working
for such a long number of years that it would take a very long time for-
labour in any other place to develop to that pitch.

President.—Calcutta labour does not happen to be so organised as Bombay"
Jabour to give trouble. If any idea occurs to the Millowners’ Association-
on this point, that is to say, if you have any views as regards this:
problém or any suggestions that you think it might be desirable to make,
we should be obliged if you would communicate them to us. I feel that
in considering the recommendations of the Tariff Board in 1926 this:
development is one which has got to be taken into account.

Mr. Mody.—As I said, the chances of Calcutta some day replacing s great
deal of the goods which go out from Bombay to Bengal are somewhat
remote at the moment at any rate.

President.—You have had protection now only for two years. Calcutta
would not develop except under protection. Therefore it is the progress
that Calcutta has made since protection was granted that should be noted.
If protection is not granted there is no chance of Calcutta developing at
all. But the progress that has heen made in the last two years has been
very striking.

Mr. Mody.—Calcutta has an enormous market in Assam, in Bengal and’
in Burma. These markets have not been developed. Leaving out the finer-
counts, what about the enormous quantity of coarser goods for which the:
Calcutta mills are favourably sitnated?

Mr. Saklatvala.—Because there was no protection, they have hitherto-
concentrated on jute and mnow that the jute market has fallen they may-
concentrate on cloth.

Mr. Mody.—Later on but not now. i
President.—Neither in your representation mnor in your replies to the

questionnaire has your Association made any suggestion for giving special’
assistance to Bombay? ’

Mr. Mody.—No.

President.—On the other hand it is your friends, the Bombay Share-
holde?rs’ Association, who have put forward a proposal for special assist-:
ance .

Mr. Mody.~We have tried to be moderate and modest in our demands..
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President.—The proposal that they have wade is that a bounty shouid
be given. We have not had time to consider the proposal which is not a
fascinating one? P

Mr. Mody.—No.

President.—1 shall leave the question at present at that. As regards
the export gquestion we have discussed it sufficienfly. With regard to the
handloom industry, there is only one point that I want to raise 1t with you,.
and that is the question of specific duty on yarn. I find it difficult to
accept the position that you have put forward in your note. You remember
we sent you a copy of some correspondence that we had from a provincial
Government and then you sent us a note on that. We have had a great
many letters about the handloom industry not merely from Associations and
bodies interested in the handloom industry but from Directors of Industries.
and provincial Governments. I think I am right in saying that in practically
all these representations from provincial Governments there is almost a
unanimous demand for reconsidering the question of the specific duty 6n
yarn and I want therefore to put before you such ideas—they are purely
tentative ideas—as I have been able to gather from the evidence so far
received. Taking the figures that you gave to Mr. Hardy regarding the
quantity of each class of yarn reeled and disposed of to handloom weavers, T
gather from that Table that nearly 80 per cent. of the yarn sold by your
mills, yarn below 20s produced in your mills, is sold to handloom wearvers..
If you take all the yarn that you are able to sell of all grades, I should say

- that quantities of 20s and below that is about 80 per cent. Is that
correct ? :

Mr. Mody.—Yes. ]

President.—Therefore the class of yarn which in the main the handloom:
industry takes from the mill industry is below 20s?

Mr. Mody.—That is correct.

President.—Am I right in suggesting that as regards yarns of counts 20s-
and below the Indian industry must be in a position of great advantage as
compared with exporting countries? That is to say, your .competition withs
importers must be not merely much less but must be very little as regards
yarns of counts 20 and below for the obvious reason that the manufacturing
charges, that is to say charges above raw cotton, would be considerably less.
the coarser the yarn you make, and if industries in other countries are able
to compete with you it is because by means of large scale production and’
things of that kind they are able to reduce the margin of charges above
raw cotton to the rock bottom. But to that extent as regards 20s and’
below you are in a strong position.

Mr. Mody.—One reason why we are-in a strong position is undoubtedly"
the duty that we have on yarms.

President.—]I don’t agree with you.

Mr, Mody.—Even then we are not realising an economic price at all.
Japanese yarn even today is selling at an abnormally low rate. The quanti--
ties have come down since these duties were imposed. If you take off the
duties and return to old conditions Japan will certainly be able to supply
India at a much cheaper rate.

" President.—For the moment I want to confine our attention to the-
coarser counts—20s and below. ‘You state that if the position of the Indian
mills with regard to 20s and below is strong now, it is because of the
protective duty. I was looking at the figures of imports previous to 1927
when there was no specific duty on yarn and I find that the imports of
oounts of yarn of 20s and below were negligible. There has been no
difference in the quantities of coarser yarns imported before the duty was
imposed and afterwards. ’

Mr. Mody—I am not thinking so much of the Japanese mills as the-
mills in China where the danger is much greater than ever it was from
Japan because they are working under primitive conditions. The Japanesé
own a considerable number of spindles in Shanghai and other places and™
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we who once used to send yarn to China are now receiving considerable
quantities of yarn from China. ’ .

President.—That is perfectly true, but the point of view from i
would look at it is this. - Take the handloom incfustry. Before 1926-%h§:n’£
you think that the excise duty that was in force was of some assistance to
the handloom industry? They lost that measure of assistance, In 1927
you placed a handicap on them by levying a duty on their principal raw
material. During the period the mill industry has been receiving assistance
the handloom industry has not merely lost the assistance but has been
e:p.%sed to fresh handicaps. That is the point of view I would like to look
at it.

Mr. Mody—I would entirely agree with you if you were saying that
through that measure of assistance which we have received since 1927 .we
have been able to exact whatever price we liked from the handloom weavers.
We can give you figures which will show to you that even with that assist-
-ance we have not done anything wonderful in the shape of price at which
we are supplying yarn to the handloom industry; we are supplying yarn at
no more than the economic price.

Mr, Currimbhoy.—As regards our mills I may tell you that we are
selling this yarn always below our cost of production. We have never been
able to realise any profit.

Mr. Mody.—This raises the question whether the consumer of yarn is
-entitled to get his yarn at .rates which are not economical to the mills.
That is the problem.

President —If that is the problem I would like to put this point before
you. When the Government of India decided in 1927 to give the mill
industry assistance in the shape of duty on yarnm, for various reasons they
refused to give you assistance on cloth. Suppose as a result of our recom-
mendations now you get adequate protection on cloth, that is to say pro-
tection sufficient not merely to cover your works expenditure but also a
reasonable allowance for depreciation and profit, and supposing they are
-calculated on the capital value of the whole plant, then is it not possible
for you to sell your yarn—supposing there was sharp competition from
outside—practically at works cost because you get your depreciation and
profit?

Mr. Mody.—If I were to look into the future, in that eventuality, namely
the period of protection during which we are able to manufacture and scll
our cloth at remunerative rates,. then I say that all the spindles which are
used for the production of yarn would be devoted to the production of cloth.
‘Then what would happen? Then the whole handloom weaving industry
would be dependent on the imported yarn for its livelihood and then what
the position of the handloom industry will be is not difficult to conceive. It
18 imaginable that for the time being they may derive a certain advantage
from cheap imports of yarn. But supposing foreign importers had the grip
of the market; then they would be able in the end to fix whatever price
they wanted. We would turn out cloth and the whole field would be left
-open to the importer of yarn. .

President.—Even in the best of conditions, that is to say the most
effective measure of protection, the extra yarn that you would convert into
cloth would bd yarn of medium and finer counts and not yarn of coarser
counts.

Mr. Mody—Which means that we would nat have any yarns for sale,
for the simple reason that yarn would not pay us good prices we wouldn’t
sell any yarn whatever. That tendency is in existence everm now; nobody
thinks of installing more spindles. People are continually going in for
more looms.

President.—Y take it that 30 per cent. at present of your total yarn

production is sold to handlooms. Assuming that protection applies to
India as a whole. The total production in India to-day is somewhere about .
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700 million pounds: 30 per cent. is sbsorbed by handlooms. That would
be approximately 200 million pounds. The suggestion 18 that a[l this 200
million pounds which is now sold to handlooms will be turned. into cloth.
200 million pounds of yarn would mean approximately 1,000 million yards.

Mr. Mody.—About 800 to 1,000 yards.

President.—There isn’t that market in this country for coarser counts.
of cloth.

Mr. Saklatvula.—Supposing the -duty on yarn 1s removed altogether
that means that Japan can send yarn very cheap especially from Chinese
mills. Then they start having weaving sheds in India and get their yarn
cheaply from China and flood the market with cheap cloth: what will
bappen then?

President.—We are really between two fires. There is the mill industry,
there is the handloom industry and there is the cultivator of cotton. We
have got to balance all these considerations.

Mr., Mody.—1I entirely agree. )

President.—All the figures we have seen seem to show that the handloom
weavers are steadily deteriorating. You are undoubtedly passing through
a period of depression. But when the mill industry passes through a
period of depkession it can curtail production or close down, but when the
handicom industry passes through a period of severe depression they don’t
close down, they starve.

Mr. Mody.—I agree. But surely you don't put the depression in the
handloom industry to the fact that they are weaving from yarns purchased
at prices which are unremunerative?

President ~I should say the greater part of the difficulties. experienced
by handloom weavers is due to general depression but I should say that
there is a part of the depression which is due to the cost of raw material.

Mr. Mody.—We are selling our yarn to handloom weavers at rates which
are uneconomic. That is what you have got to consider. I maintain that
the rate at which the handloom industry is getting its yarn is not more
than the economic rate and in some cases at an wuneconomic rate. So
that I don’t agree with you that his raw material is uneconomic. I don’t
think that the handloom industry has a right to receive its raw material
at an uneconomic price. You have to satisfy yourself by considering the
price which the Indian mills have received in the last few years and then
satisfy yourself whether the handloom industry has been placed at the
mercy of the mills.

President.—I am prepared to concede from these figures that I have
received that the price that you have charged in spite of the protective duty
on yarn for coarser counts is lower than the e.i.f. price plus duty. Yeu
might have charged a higher price but you have not. I concede that,
but what I don’t concede is that since the protective duty was introduced
rou have been able to charge a higher price relatively to import price.

Mr. Mody.—That would be the object of protection.

President.—But on account of internal competition between the mills the
price of coarser counts should not go up.

Mr. Saklatvala.—This result is entirely due to their being sufficient duty
on yarn and insufficient protective duty on cloth. If you give sufficient
protection to cloth then the handloom weaver will get a better price for
his cloth, As you yourself said we have not raised prices abnormally and ¥
don’t think we will do thal even if there is better protection and then the
handloom weaver will be in a better position to realise a higher price for his
cloth. -

President.—The Government of India, when they proposed the present
protective duties in 1930. did not go into the question of higher costs or the
rate of depreciation or profit that you were to get. They arrived at an
arbitrary ficure. The result was that the rate of protection. which they
arrived at for cloth was not the rate of protection the industry required
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‘for cloth. We are attempting to recommend on entirely different lines.
.Supposing we arrived at a rate of duty on cloth which covered a reasonable
estimate of works expenditure, reasonable profit and .depreciation, taking
depreciation and profit nmot merely or plant required for weaving but on
the whole plant, don’s you think your position would be infinitely better
«than what it is to-day? .

Mr. Mody.—Certainly it would be.

President.—I have been reading the Assembly debates and the Finance
‘Member’s speech in 1930 and 1927. When the Government decided in 1927
‘to give assistance to the textile industry, K by means of a specific duty on
-yarn and no duty on cloth, it was assistance to the industry where it was
‘not needed and refusing to give assistance where it was actually needed.
It was given in a form which placed unfair burden on other classes of
manufactures. It was a topsy-turvy measure,

Mr. Mody.—To a certain extent it was rectified by subsequent duties.
We have to consider the other implications of the proposals which you have
put forward. As we have pointed out, if yarns become an absolutely
unremunerative proposition to us then this tendency to turn our spindles to
looms—a tendency which have been going on for some years—will be accen-
tuated: we would give up manufacturing yarns altogether, even under the
shelter of a duty. Even though, as vou say, we may have realised a better
price than before, it is still unremunerative: we shall simply have to give it
up. As we have more and more reserve we shall instal more looms. This
has been going on all the time under normal circumstances and if the duty
on yarn was taken away I positively anticipate this result and the handloom
weaver will be left entirely at the mercy of the foreign producer of yarn.
This is not so much a matter of concern to us as to the mills in Southern
India. It would create an impossible position for them.

President.—The mills in Southern India are largely producing yarns, are
they? !

Mr. Mody.—They are purely spinning mills, and they will find their trade
entirely gone because it will be unremunerative.

President.—Supposing you look at the question from the point of view
of medium counts of yarns, leaving for the moment 80s—40s, from all the
‘figures that I have seen the handloom weaver finds it most difficult to
compete with the mill industry in medium counts. They are fairly strong
-in regard to coarser counts, for the same reason that you are in a fairly
strong position compared with foreign countries because the margin is small.
In medium counts they do very little. They do a comsiderable amount in
the higher counts not necessarily because they can compete economically with
you, but because it is in cloth of higher counts artistic designs are used.
It is a different class of quality,

Mr. Mody.—Yes.

President.—If it is so difficult for purely economic reasons for the hand-
loom weaver to compete with the mill industry in respect of the medium
counts, then to increase the price of medium counts to the handloom weaver
is to destroy the market for medium yarn.

Mr. Mody.—We sell very little of medium counts. The position resolves
itself into this. As you yourself have said that so far as the coarser counts
are concerned, the handloom weaver can hold his own against as. Then
we go on to the medium and finer counts. With regard to thé medium .
counts of yarn, I don’t think we are selling a lot. .

President,—1 had better explain a bit.

Mr. Currimbhoy.—In our group of mills the counts of yarn we sell are
28 to 20s and over 40s. , '

President.—You don’t sell anything between 20s and 40s,

Mr. Currimbhoy.—No. Medium counts we don’t sell. We can’t com-
‘pete,
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Mr. Saklatvala.—In Nagpur we sell 18,000 to 20,000 bales regularly to
handloom weavers. They take mostly 12s. .

President.—The position as you put it, is exactly the opposite of the
case for the specific duty on yarn which Sir George Rainy put forward in the
Assembly. What you want is an increase in the price of coarser yarn which
precisely could not have been the object of the duty.

Mr. Mody.—I am merely placing my point of view and asking you to
take into consideration the various-other factors which certainly bave a
value in the consideration of this problem. I should probably be able to
-deal with a great deal more facts and figures before we have done with this
subject.

President.—I should welcome it very much, because I am worried very
much,

Mr. Mody.—1 ask you tc believe this at any rate for the moment what-
.ever protection we have enjoyed in the shape of duty on yarn that has
not turned our fortunes in the sense that we have made money. We have
been able to market our products. Here are two members at this table
who will speak on the point.

Mr. Saklatvala.~~There is one important consideration. As far as the
weaving mills are «concerned, they have got to make use of the waste that
they produce. Our weaving is generally done with about 20s and the
yarn that we use in 20s and above are required for weaving. Then we
get a waste which has also got to be manufactured.

President.—You can put it on the market at very low prices.

Mr. Saklatvala.—It is all waste. That does not mean we can produce it
<cheap. First of all it is superior cotton. It has got certain properties
but we can’t use it for superior yarn.

President.—If the handloom weaver in the village to-day makes six annas
a day and the removal of the duty would enable him to make a wage of
7 annas a day. It seems to me that it is a matter of enormous importance
to the country. )

Mr. Mody.—We entirely agree.

President.—If we can guarantee against any loss that you may sustain
-and give you suitahle protection on cloth. is not that a satisfactory arrange-
ment from all points of view.

Mr. Saklatvala.—~Cannot some other arrangement be made keeping this
duty on yarn and assisting the handloom weaver in other ways.

President.~—~What , other ways?

Mr. Mody—The method of marketing yarns. We have written in our
letter somewhat vaguely. We have made the suggestion in a way. Sup-
posing the har}dloom weaver is enabled to get the yarn without the inter-
vention of middlemen, that would be something. Supposing Provincial
‘Governments made it possible for Co-operative Stores to supply the hand-
loom weavers with yarn purchased from the mills, we should be most willing
to co-operate. In dealing with this question wo want to be as fair as
possible. In dealing with higher ‘counts of yarn, we would not at present
be able to supply the requirements of handloom weavers because a good
deal of yarn that we produce is used in the manufacture of cloth, If
you remove the duty on yarns on counts of 60s and above, it would possibly
be a help to the handloom weavers

President.—Supposing the duty is removed above 30s, since you say that
medium counts do not matter?

Mr. Mody—T agree, but supposing the Japanese importer was able to
place his 30s on the market at a rate which is equal to our 20s, where will
we be? That has happened.

Mr. Currimbhoy.—That is also happening to-day.

Mr, Mody.—I think you have got the prices at which yarns are marketed.

President,—Yes. We have got various prices.
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Mr. Mehta.—2/40s imported Japanese 9 annas a lb. The price of cotton
to spin that yarn is 7 annas. The cost of spinning single yarn is As. 2-6; 7
annas for the raw cotton, As. 2-6 for the spinning of that, plus half anna
for doubling it; freight from Japan to Bombay half anna and Port Trust.
and landing charges one anna and a half. The cost price to them would be
As. 12, but they are selling at 9 annas. I

President.—You are speaking of current prices.

Mr. Mody.—Yes.

Sir Manmohandas.—We are to look to the prices of medium counts of
yarn, finer counts of yarn and coarser counts of yarn that are charged.
to-day in Bombay and compare them with the cost of production of those-
yarns. You will see there is not much of a margin.

Mr. Mehta.—All the surplus yarn that is left over after weaving we.
sell. Even if we lose a quarter of an anna or so per lb. we sell.

President.—What is your final suggestion, Mr. Mody? Supposing it was
a question of fixing this at such a rate that it would mean no more burden
than the revenue duty on counis above 40s, would you be agreeable to that?

Mr. Mody.—Would you fix it at as low as 40s.

President.—Supposing we brought it down to 40s, would that suit you?

Mr. Mody.—No. I would like to think it over. I shall have to work
it out.

President.—1 want to say that it 1s a wmatter on which evidence that
we have received so far does not enable us to frame a recommendation that
would be entirely in accordance with your suggestion. I am personally very:
worried about it. I will tell you what raises this question in my mind.
If you look up your prices here, (I think-it is page 328) if you take the
year ending 1927, your average price of yarn per lb. was As. 10-10. The
duty was introduced about Qctober or end of September, 1927. If you look
at next year’s price it is As, 11-10, a rise of one anna.

Sir Manmohandas.—What was the price of cotton in September?

President —What Sir Manamohandas says is perfectly true. About Sep-
tember, 1927, there was a sharp rise in the price of cotton which lasted’
for about five months and then it dropped. The price of raw cotton in
1927 was Rs. 15.1.0. In 1928 it was Rs. 15-4-0. That I take is what it
represents the rise in the price of cotton.

Sir Manmohandas.—Not necessarily.

President,—What I suggest is this. If the rise in the price of cotton
made it necegsary for you to increase the price of yarn by one anna, it is
necessary for you to increase the price of cloth by much more than 3
pies.

Sir Manmohandas.—Provided the goods are made from similar kinds of
yarn. oo
President.—On the whole unless there is a break in the price relation,
the prices of different cotton rise and fall, and in this period 1928-20 there
is no break in the price relation. The break disappeared about c¢he end
of 1927. '

Mr. Mody.—I have already attempted to answer the question that this
duty on yarn did help us to stabilise a better price and the result was.
reflected in the better price that we were able to obtain. If you watch
-he course of prices, you will realise what I have all along contended that
compared with the price of cotton the price of yarn is more or less closely
following the drop in the price.

President.—I am not for the moment suggesting that you have charged
for 20s and below a price below the c.i.f. All that I am suggesting is that
this duty apparently has been folt almost in its entirety by the handloom
weaver during that period.

Mr. Mody.—The price is now As. 6%.
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President.—But the handloom weaver is correspondingly getting a lower
price. for his cloth. He is not helped. After all you must compare what
be pays for his raw cotton with what he gets for his cloth.

Mr. Mody.—We are proceeding on the assumption that the handloom
weaver will also benefit- by any protection that may be given to the cloth.
We are proceeding on that assumption. Therefore the answer is he may
get his yarn at a higher price than the ruling price if there were no
protection. At the same time if he gets protection in the form of cloth, he
will get protection in the same way as the mills.

President.—The object of the protective duty is two fold. First is to
enable you to get a better price and the second is to keep the importer out
of the market. YWhen there is a severe internal competition and a large
quantity of a particular kind of goods is produced in the country, then
the legitimate use of a protective duty is not to raise prices because the
internal competition keeps it down, but what it does is to keep the im-
porter out of the market. Supposing you are able to keep the importer
out of the market, because you are able to get a better reserve in regard
to the prices realised under protection, can’t you ignore the factor of price,
because the internal factor of competition keeps down the price.

Mr, Mody.—We should be able to ignore the price factor, but the tendency
which I foresee will largely be in evidence, that the mills will discard their
spindles and will instal sufficient looms to take all their superfluous yarn
production.

President.—I should’ like to make a final suggestion. We have debated
this question now. I should like you to get: away from this atmosphere
of debating and we have both been using arguments against one another
I should like the Association to reconsider their decision with regard to this
matter and let us know in the form of a note what is the change they are
prepared to make with regard to this question.

Mr. Mody.—1 don’t want you to carry the impression that we are out to
crush the handloom weaver. On the contrary, we are prepared to co-operate
to the fullest possible extent in bettering the fortunes of the handloom
weaver. I am merely pointing out that if this protection is withdrawn,
the handloom weaver, instead of being dependent on us, will be dependent on
the foreign manufacturer, and that his last condition will be much worse
than the first. That is all that I am trying to impress on you at the present
moment.

President.—Would you be able to give any definite suggestions in thab
note? Supposing this duty is left as it is, is there any kind of arrange-
ment that the Millowners' Association can make with the object of enabling
the handloom weaver to get his yarn at that end at a lower price than he
does now while your mills realise the same price?

Mr. Mody.—1 can only offer my co-operation. I am not in the same
position as the Directors of Industries of the various provinces and people
who are in close touch with the handloom weaver in those centres in which
the handloom weaver is established, to say exactly by what measures co-opera-
tion can be achieved between the handloom industry and the power loom
industry. Al I can say is that if any practical suggestions are forthcoming,
we shall be most pleased to deal with them. But the suggestions should
come from the other side, from people who have really dealt with the
handlopm industry, that is to say from people who have made suggestions to
you with a view to removing the middlemen who exist between the mill
industry and the handloom industry. They probably get a good deal more
cut of this business than the mills do. -

President.—It is an enormous problem to remove the middleman. Co-
operative societies are always suggested as' a solution of the difficulties
faced by the handloom wearver. )

Mr. Saklatvala.—As far as the Bombay Presidency is concerned. the
Co-operative Bank has branches in various places where the handloom
industry is flourishing. Co-operative Banks can either buy direct from the

B2
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mills or assist weavers to buy their requirements from mills, If they.dor
that, it will be of great assistance to the handloom industry.

President.—If co-operation is the only remedy that you can propose my
reply is that your remedy will remain always a pious aspiration. It has-
worked for over 20 years. Although the weaver has been talked about in
relation to co-operation for the last so many years nothing has been done.
It is a very difficult problem. I am not blaming the Co-operative Depart— .
ment.

Mr., Mody.—If the handloom weaver is receiving his yarn from foreign
countries, then many of our spindles would have to remain idle.

President.—For the moment I do not entirely accept your premise, that
is to say, when you say all the coarser kinds of yarn which are now being-
sold in the country by the Indian textile industry would be converted into
cloth or the spindles would be left idle. I don’t accept that premise. Any-
way, we have discussed this matter fairly fully and I should be very grateful
if the Millowners’ Association could send us a considered statement.

Mr. Mody.—Yes.

President.—With regard to the question of the duty on raw cotton, ¥
think probably I would reserve that question for discussion with the Indian
Central Cotton Committee because it involves a discussion of the extent
to which imported cotton now competes on the one hand with the Indian
long staple cotton and on the other hand with the Indian short staple
cotton. Unless one is clear about the figures, it is impossible to discuss that
question. ’

Mr, Mody.—As you know, I opposed this duty in the Legislative Assembly.

President.—Do you still hold that view?

Mr. Mody.—If anybody can establish that this duty is doing good to the
cultivator, I am prepared to give in. I only took up the position I did
in the interests of the cultivator of Indian cotton. If it could be estab-
lished that this duty on raw cotton benefits the Indian cultivator, I am
prepared to withdraw my opposition,‘ even though it affects the mill
industry.

President.—Supposing we succeeded ‘in extracting that confession from
the Indian Central Cotton Committee ? )

Mr. Saklatvala.—Their opinion would be more authoritative on this
subject than that of the Millowners’ Association.

President.—You are appearing on behalf of both.

Sir Manmohandas.—This duty on raw cotton will nullify the effect of
protection to the extent of 6 pies per lb,

President.—Six pies per lb. is the duty on raw cotton, which forms 40 per
cent. of the cost of the finished cloth. Supposing we gave you 2% pies extra
on cloth, that should satisfy you?

Sir Manmohandas.—Yes.

President.—After that, the questions deal with costs which I propose to
hold over, that is to -say questions beginning with 18 to practically 25.
Regarding Question 25, the interesting point that emerges out of these
figures is the figure given in reply to that question. Your yarns of counts
below 20s generally realise a price which is lower than the c.if. plus duty
and your yarns of counts of 30s and above generally realise a higher price
than the c.i.f. plus duty.

Mr. Maloney.—There is no business possible in finer counts.
President.—If your figures mean anythmg they mean this that in the

case of coarser counts your price is lower than the c.i.f. plus duty and in
the case of higher counts your price is higher than the c.i.f. plus duty.

Mr, Mody.—That is so.

President.—How are you able to get a higher price than the c.i.f. plus
duty in the case of finer counts?
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AMr. Mody.—As a matter of fact, we cannot sell.

President.—Can you give me the realised prices? After all you sell
about 5 per cent.? :

M7, Mody.—We sell very little of the higher counts. We could not sell
to-day even if we had yarn to sell. We would not be able to sell in ‘competi-
tion with the imported yarn. There is no doubt about this that the imported
yarn is cheaper than we can make.

President,—If these figures are accepted as correct, would it imply this?
Since you produce very small quantities, you are able to sell in very small
lots against urgent requirements and thus sometimes you are able to get a
better price. '

Mr. Mody.~1t does not mean that at all. These figures must not be taken
to mean that we are realising these prices at all.

Mr, Mehta.—These yarns are produced mainly for consumption in the
mills and not for sale.

Mr., Mody—I1 find again with regard to the selling of medium and
higher counts of yarn, these people are interested in seeing that Swadeshi
yarn is used by the handloom industry. My experience has been that it is
impossible to sell these yarns in competition with the imported yarns even
with the duty. - .

President.—As regards medium counts, it does mot matter very much,
because you can easily convert them into cloth. The problem does not arise
at all if the cloth does not get adequate protection. I am banking entirely
on that. On this question of hosiery yarn, supposing we decide to give
protection to hosiery goods, then it seems to me that there is a very consider-
able market for hosiery yarn in the country. I estimate it at mnot less
than 10 million Ibs. Is it very difficult for Indian mills to produce the
hosiery yarn? Is any special equipment necessary? I think it is a ques-
tion of the way in which it is reeled. It is reeled on cambs and so it is
simply a matter of reels.

Mr. Mehta.—We want doubling machines for that.

. President.—It is a question of arrangements for doubling and then chees-
ing.

Mr. Mehta.—Yes.

Mr. Saklotvala.—A better class of cotton is required.

President.—If you are going to use imported cotton, you can get that.

Mr. Saklatvala.—Yes. l

Mr. Mody.—It will be quite easy. If there is a comsiderable demand,
there should be no difficulty in producing it.

President.—So that it can easily be done.

Mr, Mody.—Yes. .

President.—But you make a statement that certain mills have spent a
considerable amount. . . . . . . . . ., ., . . . 7 .
...... compete,”’ :

Mr., Mody.—The Colaba mills have put down a plant.
President.—How long ago was this?

Mr, Mody.—About six years ago. They installed the wimiing machinery
but they have not been able to get any orders. ’

Mr. Saklatvala.—We were considering the question of installing a plant
in our own mill. We found that vests were being sold at a price, against
which it would be very difficult for us to produce yarn. A vest weighed—TI
forget how many ounces. To produce so many ounces we required more
than 5 annas. But 5 annas is the price at which vests are being sold in the
country. Naturally a man who wants to make these goods will want his
yarns at a cheap price. If that is protected and if the imported stuff is
:‘;Pt out of the country, then there would be no difficulty in producing

e yarn.
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Sir Manmohandas,—They are producing in large quantities in Japan
and therefore they can afford to sell cheap in competition. Besides they
are well organised as regards bleaching, packing, and everything else.

President—It is 'a -very well organised cottage industry.

Sir Manmohandas.—Yes. Organisation is necessary to create a new
industry in India. It should be a special trade by itself.

President.—I believe we have the elements of a very good hosiery -cottage
industry in this country; provided you can help against more severe forms"
of external competition, the necessary organisation will develop later on.
Now I come to the question of capital expenditure. I think I have no
criticisms to offer on this estimate—not that I know anything about the cost
of a textile plant. I have looked at it this way. Your total estimate at
present is Rs. 46 lakhs. Now that per loom of 40 spindles is Rs. 4,621.
I find that the Tariff Board in 1925.26 took .a figure of Rs. 5,450 for one
loom with 30 spindles. Calculating on a basis of Rs. 70 per spindle, it is
more or less right. Then, I find that one loom with 40 spindles on the 1926
basis would be Rs. 6,150 against your estimate of Rs. 4,621. Taking the
variation in the general level of prices between 1926 and now, your estimate
is quite correct; in fact, it is a very careful estimate.

Mr. Mody.—We have exercised great care. We have asked more than
one man who knows something about the mill machinery and arrived at this
estimate. We have certainly not over-estimated.

President.—As far as I can check it by methods which I have outlined,
this estimate is quite close. I should like however to make one altera-
tion—not for any intrinsic merit but in order to make our own calculation
easier. You have taken for bleaching and dyeing plant a capacity equiva-
lent to one-fourth of the total output.

My, Mody.—Yes, as a working basis.

President.—I took the whole consumption in this country of bleached
goods as compared with the whole consumption in this country of piece-
goods and I found the proportion to be 15 per cent. For dyed goods you
get more or less the same kind of proportion.

President.—If T take 15 per cent. of the total output and make a cor-
responding reduction I get Rs. 45 lakhs; that would be a reasonable esti-
mate.

Mr. Mody.—We have tried to give an economic unit. All I say is that
15 per cent. capacity and 25 per cent. will mean almost the same. What
we have given is an economic unit. .

President,—Taking the total output of a plant of this cost it will
come to 28,50,000 lbs. of cloth. We suggest that we may raise it to 30
lakhs lbs. That gives us a capitalisation of Rs. 1-8-0 per 1b. of cloth.
That you accept? :

Mr. Mody.—I will accept that.

President.—With regard to depreciation you accept the income-tax rates
as suitable?

Mr. Mody.—We have already indicated what our views are. The view-
point from which 1 look at it is this. There are many administrative
difficulties about giving double allowance for working double shift. If how-
ever double shift working becomes general there would be a good case for
giving double  allowance.

President.—As far as the Tariff Board are concerned I don’t know if we
could take this matter into consideration at all. The question whether a
higher rate should be allowed on double shift production is a matter between
the industry and the income-tax department. In the first place you may
take the actual rates of depreciation, 2} per cent. on buildings, 5 per cent.
on ordinary machinery, 74 per cent. on bleaching and dyeing machinery.
I take your total capital expenditure in the proportion represented by land,
buildings, ordinary machinery and bleaching and dyeing machinery and
calculate the rate of depreciation on these various items and then arrive
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at a flat rate on the whole block of 3-75 per cent. Supposing we allowed
you a flat rate on the whole block of 3 to 3§ per cent. It works out
iike this: let us assume that with Rs. 100 capitalisation you make about
50 lbs. of cloth. I allow you in your fair selling price a flat rate of deprecia-
tion on the whole capital of 33 per cent; that would be per lb. of cloth.
Supposing you work double shift then on a 100-rupee plant you make 100
lbs. of cloth; I allow you 73 per cent. Then per pound of cloth the rate
of depreciation that you realise is per lb. As far as we are concerned
it we allowed you this flat rate on a single shift basis per unit of cloth,
then you are safeguarded whatever the income-tax rates are.

Mr. Mody.—Per unit of cloth would be quite all right.

President.—This question of working capital is rather an important
Guestion and I should like you gentlemen to see that the calculations that
I have got here are correct because in view of various suggestions which
have been made with regard to the management of Bombay mills, it would
be necessary for us to arrive at some kind of conclusion regarding the pro-
portion of working finance that is locked up in the industry, because if
there is unseasonable purchase of cotton, too much commission on stores,
too many outstandings as well as delay, all that must be reflected in the
proportionate working capital locked up in the industry. Therefore I con-
sider this question of working capital as important. The way I am looking
at it is this. Here you have got your published figures of working capital
over a period of six years, The total amount of working capital locked up
in the industry is the sum of the last two columns. If I added all the
items in column 8A in column 9, find the sum of these two totals and
divide that by the total number of mills shown here which is 400, then I
get the average working capital locked up in the industry per mill per
vear; is that right?

Mr. Mody.—That is correct.

President.—That gives you an average working capital per mill of
Rs. 1573 lakhs per year over a period of six years.

Mr, Mody.—Yes.

President.—What I want to try is to find what proportion this bears to
the average total works expenditure of the Bombay mills during this
period. In order to get that I take the average production in the City
and Island of Bombay from your figures which gives me an average produc-
tion of 922 million yards. That I think is correct. At 4:25 yards per pound
this is about 217 million lbs. If 217 million pounds is the average produc-
tion per year of the City and Island of Bombay the production per mill is
2-8 million pounds, taking the total number of mills in 1927-31 on an
average at 75. From an examination of your figures of reeled yarn, the
pm:)ortxon of yarn sold and yarn used I take it generally at 40 per
cent.

Mr. -Maloney.—It would probably be something less.

President.—Take the year 1928: warp and weft about 100; reeling is
about 41. That is how I get 40 per cent., that is to say the proportion
of varn sold to yarn used is 40 per cent. I am taking the average of six
years.

Sir Manmohardas.—Yarn reeled does not mean yarn sold.

President.—The bulk of it is sold. If you don’t accept this figure of 40
per cent. you can send in some other figure. If you take the average
production of cloth per mill per year as 2'8 million pounds, 40 per cent. of
that is the yarn production. That gives you 1-15. Now I want to convert
this yarn on the basis of price into cloth. I take your average price of
yarn as 8 annas over this period and the price of standard cloth as 14
annas 6 pies. In that proportion I reduce the yarn poundage to cloth
poundage. That gives me about 640,000 lbs. Adding that to the cloth
production you get a total production in terms of cloth per mill per year of
3% million Ibs. Taking your average cost of longcloth at 14} annas—
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because you have not been earning any depreciation and any profit, it
would be correct would it not? - .

Mr. Mody.—Yes. . )

President.—Now, the average capital that we estimated was Rs. 1573
Jakhs and the average production per mill that we estimated was 33}
million lbs.; therefore the working capital per pound is 7 annas.

Mr. Mody.—That would be more or less right.

President.—If your works cost on your typical cloth is 14} annas then
the proportion to your working capital is per cent. That would be a
correct way of calculating.

President.—Coming now to the question of facilities available for borrow-
ing working capital (question 31), I do not want to go into the actual
arrangement required with regard to the banking organisation of the country
and so on because various recommendations have been made by committees
more competent to deal with the question than we are. The only point on
which I would like to ask for information is this. I do not know if you
remember the chapter in the Banking Enquiry Committee’s Report where
they give figures showing the proportion of working finance derived by
Bombay mills from various sources., The proportion they give for Bombay
mills—I think you supplied figures for 64 mills—is as follows:—

Loan by Managing Agents . . . . 21 per cent.
Loan by Banks . . . . . . 9. ,,
Public deposits . . . . . . 1,
Share Capital . . . . . . 49
Debentures . . . . .. 10

Yt is more or less correct now?

Mr. Mody.—Yes.

President.—If we assume a capitalisation for an ordinary mill of about
Rs. 45 lakhs and if we assume that the working capital is about Rs. 15
lakhs, then the total capital required is Rs. 60 lakhs. If I take loans hy
Managing Agents, loans by banks, public deposits, share capital and deben-
ture in the proportion shown in this statement, then I find that out of a
total of Rs. 60 lakhs of capital that you require, Rs. 36 lakhs would be
supplied by share capital and debentures and your fixed capital is Rs. 45
lakhs, Rs. 36 lakhs out of Rs, 45 lakhs in Bombay mills is financed by long-
term loans and share capital?

Mr. Mody.—Yes. \ )

President.—So that 80 per cent. of your fixed capital expenditure is met
by share capital and debentures. The whole point is that it is considered
unsatisfactory that the fixed capital expenditure should be met by short-
term loans. What happens in’ Bombay is that 80 per cent. of the fixed
capital expenditure is met from other than short-term borrowing funds.
If these proportions are right. Working on the same basis on the Ahmeda-
bad proportions I find about 30 per cent. of the fixed capital expenditure
is met by share capital and debentures and the bulk of the fixed capital
expenditure is met by short-term loans.

Mr. Mehta.—Yes. They believe in short-term loans.

Continued on the 17th August 1932,

President.—There are just a few points of detail that T want to raise
with regard to the working capital. I should like to get an idea of the
normal rates of interest which are paid now by mill companies in the case
of loans by their agents and loans by banks taking what may be called
normal current rates of interest.

Mr. Mody.—I should say so far as banks are concerned, somewhere about
6} to 7 per cent.
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President.—Even now?
Mr. Mody.~—} per cent. over the bank rate.
President.—Supposing we took the bank rate at the low level at which it

stands now?
Mr. Currimbhoy.—The average throughout the year comes to about 6}

per cent,

President.—Supposing for example the average bank rate is not going
to be more than 5 per cent., the rate of 5} per cent. to 6 would be the proper
figure to take.

Mr. Mody.—That would be on the. low siae.

\

President.—What would you consider an appropriate rate?

AMr. Mody.—6 per cent. at the least. I was saying 6} per cent. with refer-
ence to the conditions of the last two years, but if you ask me with refer-
ence to conditions prevalent to-day, I should say at least 6 per cent.

President.—When loans are made by Managing Agents to their Companies,
are these loans made more or less at the rates of interest at which loans
are secured from banks? '

Mr. Mody.—In cases where the loans given to the mills by the Managing
‘Agents reach a figure of some crores, the Managing Agents are charging
less than what the banks charge.

President.—Is it possible for you to make a statement at all about the
normal relation between rates of interest charged by the Managing Agents
and the banks?

Mr. Mody.—I can give you a few examples,

President.—That is all that I want. Supposing 6} per cent. was the rate
charged by banks, would there be any addition to that?

Mr. Mody.—It would be normally so. I am talking of individual cases.

President.—~If you could give us some typical individual cases, that would
give us some idea.

Mr, Mody.~In cases where the Managing Agents have advanced very
h};aavy sums, they have actually charged less than what the banks would
charge.

President.—How much less?

Mr. Mody.—3} per cent. less.

Mr, Cu’rrimbhoy.—-—ln our case it has been so.

President.—Supposing I asked you for a statement regarding the general
- position, you would say the Managing Agents’ loans are given at a lower
rate of interest at which the banks would charge. -

Mr. Mody.—It depends on the bank rate.

President.—If the bank rate appears to be exceptionally high, the
Managing Agency rates are lower. If the banks’ rates are exceptionally low,
it would be otherwise.

Mr. Mody,——-Yegz Y can give you some cases. In the case of Sir
Manmohandas Ramiji's mills, he lends money to his mills at 6 per cent. even
though the bank may charge 61 per cent.

President.—It is a sort of usual rate that he charges irrespective of the
bank rate.

Mr. Mody.—It is just possible that in view of the lowering of the bank
rate the agents may lower their rate to that extent. It is much too recent
for me to express an opinion. I am telling you of the conditions of the last
6 or 7 years during which agents in some cases have actually charged less
and in. other cases have charged just the same as the banks would,

Mr. Boag.—Do you know of any cases in which they have charged more?
Mr, Mody.—I am not aware of any,
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Mr. Rahimtoola.—Is it not a fact that the Managing Agents charge a
uniform rate of interest at 6 per cent. irrespective of what the bank
rate is.

Mr., Mody.—Quite true, but if you take the average bank rate and if
you arrive at a figure of over 6 per cent., my contention would be correct
that the Agents would have charged no more and in some cases less.

President.—The Managing Agency agreements seem to suggest that the
rate of interest at which the Managing Agents make loans to the mill com-
panies is a rate which is fixed in the agreement itself. There is a statement
for example that any loans advanced by the Managing Agents shall be
made at 6 per cent. interest. ‘I don’'t say it is a general feature of agree-
ments, but I have come across provisions to that effect. Supposing for the
purpose of fixing the rate of interest on working capital to be included
in the fair selling price for the Indian mills, we took a rate of 6 per cent.,
would you consider that on the whole a reasonable one?

Mr. Mody.—Supposing the bank rate was increased—l am not anti-
cipating that—if it went over 6 per cent., the mills finance would be on an
unsatisfactory basis.

President.—Supposing we grant you protection for a long period we have
‘got to make a decision one way or the other.

Mr. Mody.—If you make an intelligent anticipation of events, I say
that 6 per cent. will not be unreasonable. I c

Sir Manmohandas.—When we get loans from banﬂs, it is also guaranteed
by the agents. In the case of loans advanced by the Agents, there is no
guarantee.

President.—1 was just coming to that. I want to get some idea of
the security on which these loans are made. I understand that the
Imperial Bank of India cannot advance any money to mill companies except
on two signatures. It is a statutory obligation as far as they are concerned.

Mr. Mody.—Yes. :

President.—Do the other banks invariably follow that practice?

Mr. Mody.—Yes. .

President.—I suppose it is right to maintain that the practice of banks
asking for two signatures is probably from the practical point of view the
main justification for the Managing Agency system.

Mr. Saklatvala.—1 was going to point out that in our case the Managing
Agents had lent to the Tata Mills about Rs. 25 lakhs of which a portion was
given by Sir Dorab Tata personally. For 4 or 5 years we charged no interest
at all because the conditions of the mills was rather bad. Ultimately of
course we had to write down the capital and out of Rs. 81 lakhs we wiped
out Rs. 21 lakhs and took shares to the value of Rs. 10 lakhs. But for the
loan over a period of five years we charged no interest.

President.—That of course is a special case.

Mr. Saklatvala.—Yes.

President.—From some statement that you make in your representation
I gather that even in the case of banks supposing it was possible for a mill
to pledge its liquid assets, then the second signature is unnecessary. Suppos-
ing it was not a charge, but a pledge, if a particular mill was prepared
to make a pledge of its stocks. ) :

] Sir Manmohandas.—1It is only on a pledge of liquid assets that we can get
oans,

President.—Is it a charge or pledge? What I mean by pledge is the bank
gets physical possession.

Mr. Mody.—As a matter of fact the bank is in physical possession through
a clerk in some cases through whom all stores or stocks have to be passed
out or regular daily statements have to be submitted to the bank showing
the position at the end of each day of the liquid assets which are pledged
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to the bank. 8o far as that is concerned the bank is not in physical posses-
sion in every case, but the liquid assets are there,

President.—You have got to give a security with regard to your liquid
assets. If it is a charge, it is not so to speak a definite thing that operates
with regard to the quantity of liquid assets. )

Mr. Mody.—My answer would be that even if the banks were physically
in possession of hiquid assets, I don’t think they would dispense with the
signature of the Managing Agents.

Mr. Rahimtoola.—The present practice is two fold. One is that the bank
puts its own board on the godown showing that this Company has taken
loan from the particular bank and the other system is that they appoint
a clerk who goes through the regular accounts. I think there is a very
distinct difference between these two systems. One is not very popular
with the millowners and very unusual.

Mr. Mody.—It is very unusual. In either case I don’t think that any
bank would advance without the countersignature of the Managing Agents.

Sir Manmohandas.—The system is where the liquid asset is pledged, the
bank insist upon a regular supply of information of stocks and also a clerk
is there. In the ordinary case where the Agents’ countersignature is
required, there is a statement in the agreement when the loans are negotiated
that the mills cannot pledge without the consent of the advancing bank
any of their assets.

President.—Supposing it was a regular pledge that was given, what is
your experience? In that case have you got to find a second signature?

Mr. Mody.—Yes. '

President.—There is a clerk and regular information is supplied?

Mr. Mody.—Yes.

President.—The second signature is never dispensed with.

Mr. Currimbhoy.—In some cases the bank has advanced if the goods ar-
in their possession without the second signature.

M7r. Mody.—As a general rule it may be stated that two signatures arc
required. I am connected with several Companies. That is my ‘experience
and the experience of the Association.

President.'—ln the case of deposits which account for 10 per cent. of your
working capital in Bombay, these deposits are in the first place placed
with the Managing Agents or with the Mill Companies?

Mr. Mody.~With the Mill Companies. )

President.—ngether deposits are attracted by a mill company would
depend to a considerable extent on the standing of the Managing Agents.
who are responsible for them.

Mr. Mody.—Yes. .

Sir Manmohandas.—Both the position of the Company and the Agents.

President.—What generally is the rate at which these deposits are.
attracted ? :

Mr. Mody.~If the financial position of both the mills and the Managing
Agents is very sound you would get deposits at reasonable rates.

President.—What do you call reasonable rates?

Mr. Saklatvala—In connection with one of the points made by the
Shareholders Association, our mills have been mentioned as giving loans to
sister companies. In that connection I have prepared a statement show-
ing what our borrowings were and the rates at which we had advanced/
the sister companies. I don’t say we have made money over this.

Mr. Rahimtoola.—I am afraid that point is quite different. The reason
for lending money to allied concerns as stated by the shareholders is not as
regards the rate of interest, but as regards the system prevailing. S

. Mr. Seklatvala.—As far as our mills are concerned, they have raised 'that’
point,
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President.—The point that we are on now is the rate of interest at
which deposits are attracted.

Mr. Mody.—I have got a. statement of dlfferent mills which will give
you the rate of interest on deposits,

President.—What are the rates of interest?
Mr. Salklatvalo.—In 1924—this is our Swadeshi Mills—it was 5-99.

Per cent.

1925 . . . . . . . . . . 6

1926 . . . . . . . . . . 5-56
1927 . . . . . . . . . . 529
1928 . . . . . . . . . . 4-97
1929 . . . . . . . . . . 4-99
1930 . o . . . . . . .. 550
1931 . . . . . . . . . . 5-67

President.—It was round about 5% per cent.

Mr. Saklatvala.—Yes.

Mr. Mody.—When both the mills and the managing agents are in very
good financial position, they certainly get it at a rate which is at least
4 per cent. below the Bank rate. T ¢

President.—I1 understand that the practice of depos1ts is falling off?

Mr. Mody.—As far as the good mills are concerned, deposits are still made
with them.

President.—Perhaps it is due to the depressed conditions all round that
the depositors are not so keen now?

Mr. Mody.—Not at all.

President.—Has there ever been a time when the proportion of the total
capital in the Bombay section of the industry in the form of deposits was
much higher than 10 or 11 per cent.?

Mr. Currimbhoy.—During 1923-24, when the capltal of Fazalbhoy mills
was only Rs. 18 lakhs, the deposits were Rs. 30 lakhs.

Mr. Mody.—Apart from the financial position of mills and their managing
agents, everything would depend upon the fluidity of capital available for
industries, whether industries were doing well or not, whether Government
securities were more attractive or not. On these combinations of circum-
stances would depend the amount of deposits. To-day, for instance, when
it is difficult to realise 5 per cent. on Government securities, it is possible
that good mills with good managing agents can attract deposits in the same
way as a good firm.

Mr. Saklatvala.—In the case of our Nagpur mills, we sold off a lot of our
heavy investments and had enough money. We wanted to pay off the
deposits, and therefore we brought down the deposit rate from 5 to 4} per
per cent. That was offered only for renewals. We were not for taking in
more deposits. To-day the rate is 41 per cent. and still renewals are made.

Mr. Mody.—That is a very happy position.
Mr. Saklatvala.—We do not know what to do with the money.

President.—I suppose as far as we are concerned for the purpose of deter-
mining the rate of interest to calculate the fair selling price, the rate for us
to take would be the rate of interest at which the Banks may be expected
to lend money?

Mr. Mody.—Half per cent. over the Bank rate would be generally reason-
able but taking the present day conditions 6 per cent. would be reasonable.

President.—As far as we are concerned, supposing we took the rate of
interest at 6 per cent. on your working capltal it would be fair considering
the actual conditions?
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Mr, Mody.—~Yes.

President.—There are just a few points I want to ask you as regards your
reply to question 32. In the first place let us take the tabular statement
that is given here. I was trying to look at it this way. The total amount
received by managing agents in respect of the mills for which figures are
given is on the same basis as that on which your working capital figures
have been calculated. The total amount received by mianaging agents is the
sum total of the amounts shewn in columns 3 and 4.

Mr. Mody.—That would be the total amount earned by them.

President.—And the total of these two columns divided by the total
number of mills gives you the average per mill per year. That works out
to Rs. 28,690 per mill per year.

Mr. Mody.—Yes, taking the ayerage of all these mills for all these
_years.

President.—Yes. A good deal depends upon the actual figure. If the
arithmetic is wrong, the conclusion may be vitiated. If you took the totals
of the two columns and divided it by 400, you w_ould get the average per
mill per year. That according to my calculation is Rs. 28,690. That on a
monthly basis is about Rs. 2,400. Now that is the amount received by
managing agents per mill for the services rendered by.thel’n as Managing
Directors and for the services rendered by them as managing agents. In
order to get an idea of the fairness or otherwise of that remuneration, if
_you take the total output of Bombay mills on recent figures after the
strike period, it will be somewhere about 250 million Ibs. That is the total
production. To get the average per mill, it may be divided by 75.

Mr. Mody.—Yes.

President.—~That would be about 3} million lbs. per mill per year?

Mr. Mody.—Yes.

President.—Supposing I took the average price of cloth of all classes of
-grades at about 12 annas a lb., would that be a correct figure?

Mr. Mody.—I would not be a correct figure if you took the average of
.all these years.

President.—Suppose I took the average of all these years?

Mr. Maloney.—It would be higher.

President.—About a rupee per lb. of cloth?

Mr. Maloney.—Yes.

President.—That would be Rs. 35 lakhs.

Mr. Maloney.—Yes.

President.—I do not know anything about the standards of remuneration.
I am a complete stranger. The point I want to raise is if there was a
‘business of which the annual turnover was 35 lakhs and if your Managing
Director was paid Rs. 2,400 a month, according to the standards prevalent
here, would that be considered excessive?

Mr, Mody.—As a matter of fact it would be considered low considering
the fact that the superior staff in a mill—especially the Manager—would
get very often in the neighbourhood of ‘Rs. 2,000. It would be difficult to
-get a Managing Director on anything less than Rs. 3,000 a month.

President.—~Would the general feeling in business circle be that if a man
~was paid Rs. 2,500 for looking after a business with Rs. 35 lakhs of business,
he was being paid on a reasonable basis?

Mr. Mody.—If you take to-day’s unemployment conditions, a good many
people would be willing to be employed on Rs. 1,500, but if you take the
average of all these years, I would not regard Rs. 2,400 as at all an adequate

~wage for a man who is placed in a position of responsibility as Managing
Director of a mill,

Mr. Sallatvala.—Managing Agents do not mean individual Managing
Directors. The services of managing agents are not rendered by an indivi-
-dual. There are generally three or four people.
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President.—Supposing it was a question of finding an alternative to the
present system, it would not be reasonable, whether they are three or one,
to expect anything more than the remuneration that would be paid to a
single Managing Director? '

Mr. Mody.~—To put it very briefly, the position would be if instead of
managing agents you had a system of Managing Directors, then it would
be quite reasonable to expect a Managing Director to be paid Rs. 3,000
a month without any obligation to finance.

President.—With regard to the office allowance, I am rather confused in
my own mind as to the precise purpose of this allowance and I should like
to know what it really represents. According to the system generally pre-
valent in Bombay I understand that the commission is calculated on profit
before depreciation.

Mr. Mody.—Yes.

President.—That is calculated at rates varying from 10 to 12.

Mr. Mody.—Mostly 10.

President.—Now in several cases, that commission is subject to a
minimum ?

Mr. Mody.~—Yes.
President.—May I say generally it is subject to a minimum?

Mr. Mody.—I1 would not say generally but in quite a number of cases
there is 2 minimum attached to the managing agents’ commission.

President.—It is frequently seen in managing agents’ agreements—
whether it is universal or not—that there is a minimum commission provided
for. Is there really room for office allowance in addition to that?

Mr. Mody.—The position with regard to office allowance is this. In
some cases it is in view of the office establishment which has to be main-
tained, that is to say, the office allowance goes to pay for the office establish-
ment. In some other cases the office establishment may be regarded as an
addition to the commission but out of that office allowance superior staff
at the office is maintained. In some other cases again it is just possible
that the office establishment may be in addition to the remuneration.

President.—The point I want to be clear about is this. Supposing
for example at the head office of the managing agents there was a person
employed for looking after exclusively the affairs of a particular company,
in that case would his salary be met by the Company or by the Managing
Agents?

Mr. Mody.—As I say there is no uniform practice. In some cases it
would be met by the agents; in other cases it would be met by the Company.
If you wish to have detailed information I can get it for you from every
mill. As I say, there is no uniform practice. In some cases it goes to
pay the establishment; in other cases a part of it at any rate goes to pay
the superior staff.

President.—I will tell you why I am raising this point. I am not con-
cerned to-day with any individual cases or anything of that sort, but I have
been trying to study this question with reference to the practice in Calcutta
which 1s the home of managing agency system, and looking through the
Calcutta agreements that I have seen, the idea that I have got is this that
what is called the office allowance in a contribution made by the constituent
company towards the expenses of the managing agents’ general office and
staff. If there is any particular staff at the head office of the managing
agents which is employed exclusively for the purpose of the Company, then
the expenses are met by the Company and not by the Managing Agents. What
the office allowance stands for is so to speak the contribution made by a
unit in a federal system towards the expenses of the federal arrangement. It
does not pay for any particular staff exclusively employed for the purpose of
any particular company. It is simply a contribution made by the unit
towards the expenses of the federal comstitution. Supposing the affairs of
a Oompany got into a serious tangle and it was necessary to straighten them
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out and the managing agents decided to employ a special staff in order to
clear up. all the expenses would have to be paid by the Company. After
all, the managing agents business is to look after the various companies.
He has a big office; he has a big staff, the whole purpose of which is looking
after the various constituent companies. Somebody has got to pay for the up-
keep of that office staff, for the accommodation and things of that kind. The
idea is that the constituent companies make contributions towards that and
this contribution is the office allowance. The office allowance therefore is
something in addition to whatever expenses may be met by the managing
agents exclusively for the company. If that is the Calcutta idea, does the
Bombay idea square with the Calcutta idea?

Mr. Mody.—1 would not be able to say that for the simple reason as I
have already explained that there is no uniformity of practice. If it is
intended to convey that this office allowance is in addition to the agents’
remuneration and is another way of getting a little more out of the com-
pany, then I say that it would not be a proper presentation of the case. I
can give figures to the Board in regard to every mill if it so desires with
a view of showing what this office allowance is and what it is employed for.

President.—I cannot see any definition of office allowance in the agreements
themselves that I have seen, but I have seen a few phrases indicating the
objects towards which it is utilised.

Mr. Mody.—If you take the average, it amounts to Rs. 7,000 for every
mill.

President.—1 have seen as high a rate as Rs. 36,000 a vear.

Mr. Mody.—It is just possible. I would not say that this Rs. 36,000
went into the pockets of the managing agents.

President —We had better keep the few individual cases out. I am talk-
ing of the system. I have been talking of the Calcutta system. With the
exception of one rather big firm of managing agents, I find that the general
practice in Calcutta is not to make any provision for a minimum commis-
sion. In the case of one particular agency firm there is a minimum commis-
sion provided for on the lines of the system but there they definitely say in
this case there is no office allowance drawn by the managing agents, which
seemed to me to indicate that where there was a minimum commission it sort
of replaced the office allowance,

Mr. Mody.—In some cases, the office allowance is drawn in addition to the
minimum_ commission, but as I have already pointed out in most cases
it goes towards the payment of the superior staff.

President.—Employed at the office?

Mr. Mody.—Yes.

President.—XNot at the mill?

Mr. Mody—No. I have got a note here which says ‘‘ This office allow-
ance does not even cover the cost of the services rendered to the mill com-
pany by the superior staff of the agency firm. In some instances even the
office allowance has been given up in times of depression .

Mr. Saklatvala.—If you want a general statement I would say that office
allowance does not form any shape of remuneration.

Mr. Boag.—Does it not represent additional remuneration?

Mr. Mody.—Office allowance in most instances goes to the payment of
the superior staff.

President.—You don’t recognise that to be remuneration for the managing
agents themselves?

Mr. Mody.—I don’t.

President.—I don’t want to go into this question at the present stage.
I propose to discuss this question with the Bombay Shareholders’ Association
and my idea is that if in the course of that discussion any points arise on which
I consider it mecessary to get more information from you or an expression of
opinion from you, then I propose to embody those points in the form of a note
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_and ask you for a considered note on those points. I do not quite know at
present what the case is that the Bombay Shareholders’ Association have
decided to present to us regarding this question and till we know that
clearly I am not in a position to point out to you what I want from you in
the way of information. -

Mr. Mody.—Yes. )
Mr, Mody.—I am always willing to give you information on any point.
which you desire.

President.—There is one point that I want to mention. I have been
reading a considerable amount of literature on this question and I have
read a mass of statements. I am not speaking from the point of view
of the shareholders or companies or any section of the community, but the
point of view of the country at large is that the real evil of the managing
agency system is that for purely sentimental reasons the managing agents
are often tempted to keep alive bankrupt companies and that in the general
interest it would be better for these companies to be wound up. What I
mean is this. The industry is passing through a period of depression and
the mills’ earning capacity is nil. The managing agent feels a certain amount
of pride; he also feels that his credit is involved and therefore he goes on
lending money with the idea of keeping it alive. The result is that he loses
more. The position gets more and more embarrassing; he is tempted to
resort to doubtful methods of financing. That is as far as the managing
agents are concerned. Then the fact that these bankrupt mills have been
kept alive intensifies the general depression. If I said that from the point
of view of the country at large it is this aspect of the managing agency
system which is the most important, then do you think I am right?

Mr, Mody.—It will entirely depend on the point of view from which you
regard this question. It is quite true if you put it as paternal pride then
the managing agents are certainly interested in keeping the companies alive.
But certainly it would not be correct to say that they would keep it alive
for their own interest. As a matter of fact, by keeping it alive they are
financial losers and they are more and more committed, and we have given
figures showing what enormous losses they have made through this process.
It all depends on what you conceive to be the right method of procedure.
‘Where you have acute and prolonged depression like that through which we
are passing, this policy has been disastrous. What would happen if managing
directors had been there? They would not have financed the mills and the
banks would not have financed them, and the mills in Bombay and quite a
good few throughout the country—I have to emphasise that the financial
position of mills up-country is not so healthy as it is popularly believed
to be—would have gone into liquidation. Take the other case: Supposing
depression is hot prolonged, then by this system of managing directors the
shareholders stand to lose. At the first blast of economic depression the
managing directors throw up their hands and say ¢ we cannot finance the
concern *’ and the company goes into liquidation. But it may be that the
tide may turn and more prosperous times may come and if the concerns
had been kept alive the.shareholders would have got back their loss and made
a little more. In that event the managing agents idea of keeping a con-
cern alive is right. We have had cycles of depression; some have lasted five
or six years and some seven and every time the industry passed through a
period of depression the managing directors would have put the concerns
into liquidation. Where would the shareholders be and where would public
confidence in the industry be? It may be quite true to say, because of
this very unprecedented world depression, that it might have helped the
shareholding public and it might have helped the agents to let the company
go into liquidation. To that extent you would be right. But the question
is one of policy. Are managing agents and directors to make it a fixed
policy that the moment the mills cannot be financed they should be put into
liquidation ?

President.—It is very difficult to discuss it in general terms. Taking
the actual conditions of the Bombay mill industry during the past six years,
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would’nt it have been to the advantage of the Bombay textile industry if a
few more mills had gone into liquidation?

Mr., Mody.—It might have been.

President.—What prevented that? :

Mr. Mody.—The fact that the managing agents went on taking money
from their own pockets to keep the concerns alive and thus losing enormously.
They lost perhaps more than the public in general.

Mr. Rahimtoola.—The idea, I gather, is that the managing agents being
in a position to finance and having to look to the future of the industry,
consider it worth their while to maintain the industry for a number of years,
say two or three, even at the risk of incurring a certain amount of loss during
this period?

Mr, Mody.—Yes, taking a long view. That is what I am trying to convey.

President.—If it is true that the main business of the managing agents
is financing and not management, then I suppose any question of substantially
modifying the system might necessarily involve an examination of the question
of industrial finance?

Mr. Mody.—Yes. That lies at the root of the question. Managing agents
manage as well as finance, whereas managing directors would manage but
not finance.

President.—Is it true to say that they do more financing than management?

Mr. Mody.—I would not say that.

President.—Supposing the Government of India were going to take up
seriously the question of re-organising the banking system in accordance with
the Banking Enquiry Committee’s recommendations, I take it if there was
any idea of modifying the managing agency system that would be the time
to consider it?

Mr. Mody.—Certainly. We would not stand in the way if proper indus-
trial finance was forthcoming.

Mr. Rahimtoola—You would be prepared to consider a thorough re-
organisation of the managing agency system if it was considered necessary?

Mr. Mody—1 want to make just one point. What does the ordinary
man do? A man who is managing a small trading company of his own
does not throw up the sponge immediately depression comes on. He. tries
to go on with his business. What has happened in the case of private
individuals trading for their own gain is happening in the case of the manag-
ing ?bglents. We are trying to keep our business alive as long as it is humanly
possible,

President.—The real point is that when a case of that kind arises the
people who are really responsible for financing a concern must be in a position
to decide the question purely on business considerations.

M7, Mody.—Exactly. I deny that there would be other considerations.
Mr. Seklatwala.—Managing agents are shareholders in the concern and
they are also interested. '

Mr, Rahimtoola.—When you began yesterday morning you gave us to
understand that your Association represented 101 mills. Do I understand
that they are all mills or are there some gins and presses?

Mr. Mody.—101 cotton mills; in addition we have one or two ginning and
pressing mills.

Mr. Rahimtoola.—Are these mills sitnated in different parts of the
Presidency and are all their managing agents in Bombay?

Mr. Mody.—No. Mills situated outside Bombay often have their own
managing agents outside Bombay. In the case of Tatas the managing agents

are in Bombay, so is the case with Currimbhoys. But in a large number of
cases the managing agents are outside Bombay.

Mr. Rahimtoola.—Do they come up for the meetings?
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Mr. Mody.—All our literature is sent out to them regularly and they are
kept informed of the activities of the Association from time to time. A great
deal of information is supplied to them.

Mr. Rahimtoola.—What exactly was the object of establishing this
Association ? ) -

Mr. Mody.—For the protection of the interests of the industry in every
possible way; with regard to tariffs, labour legislation, general questions of
policy with regard to the administration of mills and all sort of questions
like that. ’

Mr. Rahimtoola.—What 1 was thinking was whether your resolutions if
carried are binding on the individual members as such or are they in the
shape of mere recommendation?

Mr. Mody.—That would depend entirely on the circumstances of the case.
In some cases it would not be possible to tie members down to the resolutions
of the committee of the Association because those may be matters in which
individual mills and individual managing agents may have a real right to
form decisions. But even as regards these I think members as a general rule
have always paid considerable respect to the recommendations of the com-
mittee of the Association. In other cases as laid down in the rules we come
to decisions which are binding on members and they cannot get away from
them if they want to remain in the Association.

Mr. Rahimtoola.—There are questions on which it is sometimes obligatory
in respect of certain members, even if not agreeing to that resolution, if
carried by a majority to bind themselves by that resolution. They must
carry it out or resign from the Association. Is that right?

Mr. Mody.—Yes. Members have resigned. If a proposition is carried by
an 85 per cent. majority it is hinding on the members. For example, double
shift working and things like that: resolutions carried by a majority is
binding on members and they abide by it. 'We have passed various resolutions
of this character.

Mr. Rahimtoola—From the literature which the Board has received it
appears to me that this enquiry is a very complicated one and a peculiar
one for the simple reason that this is an enquiry where not only has the
industry asked for protection but people who are supporting the industry
are asking for protection as well. It is what I understand a double dose of
protection on which the Tariff Board is asked to report. I shall now deal
with,the six main headings. The first .is the mill industry. In the mill
industry we have two aspects to consider; one is foreign competition and the
other is the question about internal competition. Then comes the second
heading, namely the handloom industry. In this case you have to consider
the question of duty on yarn and the question about the manufacture of
certain types of articles by mills in competition with the handloom industry.
The third is the cultivator’s point of view and that is the duty on raw
cotton and the export of cotton. As regards duty on raw cotton we have
also to deal with the question of protecting the predominantly Indian industry
in Uganda. We have received a representation from the East African
Cotton Association to the effect that this duty should be abolished on the
ground that it hits them. This is another protection which we are asked to
consider. Then comes the question of management. There the question of
finance comes in and the deteriorating of the managing agency system. And
the last is the question about labour. It is the question of better pay
and comforts which they demand from the industry in case protection is
granted. This covers the whole field of activity on which the Tariff Board
is asked to investigate. Whilst everyone of them is very keen on protection
being granted to the industry they are at the same time very keen that they
should themselves be protected and therefore I would like you to explain
in detail some of the points which I have now enumerated. I take it
that as regards foreign competition the two principal sources are Japan
and Lancashire. I would like to go into the details about this competition.
There are three types of things which are imported: one is grey, one is
white and the third is coloured, woven, dyed or printed. I would like to
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know. as far as greys are concerned, what is the position to-day between
Japan and Lancashire* I am now dealing with the Indian industry as
such with regard to foreign competition.

Mr. Mody.—The position can be seen from the figures of Japanese im-
ports. She has made considerable headway and is not only hitting the
indigenous industry but also Lancashire.

Mr. Rahimtoola.—I am not concerned with whether Lancashire is hit or
not. T am concentrating on what the effect of competition is on the Indian
industry. As far as grey and bleached are concerned are you troubled by
Lancashire competition at all or do you want to concentirate on Japanese °
competition ?

Mr. Mody.—Our main competition comes from Japan.

Mr. Rahimtoola.—You are not affected by the imports from Lancashire?

Mr. Mody.—No.

Mr. Rahimtoola.—What about white bleached?

Mr. Mody.—A good deal of stuff comes from Lancashire. They have held
a fairly large share in this class of imports. So far as fine cloths are con-
cerned—30s and 100s—we cannot say that their competition is affecting us
in the same way in which it is affecting us in bleached susis and striped
things. but it certainly hits us.

Mr. Rahimtoola.—Why 1 want this distinction to be made is for the
simple reason the Board is asked as you are already aware to find out what
the effect of the present duty and how this differentiation operates as far as
the different types of cloth are concerned.

Mr. Mody.—Talking generally the existing duties have not been able to
help the industry to establish itself against Japanese competition.

Mr. Rahimtoola.—I come to coloured, printed or dyed. Here again I find
that though the figures show a certain percentage of rise in Japan, there
is an equal rise in the percentage of United Kingdom as well. For instance-
the quantity imported in 1926-27 was 318 mllllon vards and in 1930-31 it
has gone down to 147 million yards.

AMr. Mody.—It would not be the same class of goods.

Mr. Rahimtoola.—In the import figures it is given in three columns.

Mr. Mody.—Even as regards identical kinds of cloth made in Lancashire
and Japan, the competition may be felt in various ways. If the goods are
fine the competition cannot be felt to anything like the extent which is felt
in the case of Japan. While the figures may show that both Lancashire and
Japan have made headway or retained their ground, it would not mean that
the effect on the Indian industry is the same.

Mr. Rahimtoola.—Therefore on the whole your opinion is that you are
concerned more with the Japanese competition especially in the coarser
counts?

Mr. Mody.—Tt is very largely the Japanese competition. I am not saying
that Lancashire is to be ignored. As a matter of fact the headway that
we have made in the case of dhutis, medium and fine, shows that Mr. Hardy’s
conclusion we were experiencing no competition from Lancashire is not
borne out. We are able to make headway against Lancashire. To put it in
other words if Lancashire was sending less dhutis, their place would be taken
up by the industry in India. If vou take into consideration that it is not
necessary for the mdustw in India to produce the identical kind of cloths
which are being 1mported but that the second best or something lower than
the very best that is coming from Lancashire, to that extent there is still
a field of competition between Lancashire and India.

Mr. Currimbhoy.—Because of this protection some of the mills in Bombay
are going in for 80s and 100s and are thus able to compete with foreign
goods.

Sir Manmohandas.—Japan has competed with Indian goods and at the
same time displaced considerably Lancashire goods. That competition has.
started since the war period.
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Mr. Rahimtoola.—Your point of view is that Lancashire goods show a
figure of decline which has been taken up by Japan and not by India.

_Mr. Mody.——Part}y by India. Take the case of dhutis where the Indian
mills have taken t}xeu‘ place to a considerable extent.

Mr. Rahimtoola.—Now as regards the internal competition you have
pointed out in answer to a question that one of the disadvantages from which
the Bombay industry is suffering is entirely due to taxation and you have
mentioned the figures as Rs. 8,000 for Ahmedabad as against Rs. 28,000 for
Bombay.

Mr. Mody—Yes taking into consideration municipal taxation and water
charges.

Mr. Rahimtoola.—In spite of your being on the municipality.

Mr. Mody.—Because of that I am afraid. As a matter of fact the water
charge for 1,000 gallons is something iniquitous and the efforts of some
of us have brought that down to 10 annas.

Mr. Rahimtoola.~—There is always a danger of that going up?

Mr. Mody.—Every year there is that danger.-

Mr. Rahimfoola.—Another point regarding internal competition men-
tioned by Mr. Saklatvala yesterday is with regard to bleaching.

Mr. Mody.—Yes, because of the heavy charges for water, we can’t com-
pete with Ahmedabad in respect of bleaching.

Mr. Rahimtoola.—It is not only the water charge, but it is the cost of
steam. . o
Mr. Saklatvala.—It is done by dhobis. Water and steam are supplied by
the mills. .

Mr. Currimbhoy.—We have attempted dhoby bleaching, but it doesn’t
pay us. . ,

Mr. Rahimtoola.—Mr. Saklatvala said yesterday that Ahmedabad had a
virtual monopoly. , .

Mr. Saklatvala—What I said was that we could not do susi business.
Most of these susis were bleached and Ahmedabad was doing bleaching at a
cheaper rate than Bombay. They get it done by dhobis. They generally
pay one or 1} pies per yard. Jt works out at 6 or 7 pies per lb. whereas
our cost comes o anywhere between 14 to 20 pies. Ahmedabad gets it done
by dhobis, but the mills supply water and steam. .

Mr. Mody.—If the water charge is reduced, we can also do it.

Mr. Saklatvala.—In Ahmedabad they have large agricultural lands which
they have acquired cheaply where they can lay down plants for hand washing.

President.—Is there any disadvantage from which the Bombay industry
is suffering apart from the two which have been mentioned?

Mr. Mody.—The labour here I would say is more expensive if you take
not only the average rates of wages, but also the output.

President.—When you mention efficiency, you mean the output?

Mr. Mody.—It is not merely a question of efficiency. It is a question of
tending more machines.

Mr. Rahimtoola.—We were told yesterday that labour in Bombay was
more efficient than that in other centres.

Mr. Mody.—Bombay labour is technically skilled. Efficient in the sense
that it has got sufficient technical skill, but if you say efficiency in the matter
of the number of spindles or looms, or other machinery minded by each
operative, it is not so. 'Whether this labour trouble is due to outside infiuence
or not, we can’t get the same out of our labour as is possible for mills in-
other centres.

President.—1 have a feeling that if you consider the increase in. wages
which has taken place recently in Ahmedabad and take into account the rela-
tive output per man in Ahmedabad and in Bombay, the cost of labour
per unit of cloth would not necessarily be higher in Bombay.
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Mr. Mody.—I strictly avoid comparisons of actual wages earned.

President.—I am thinking of the cost of labour per unit of cloth.

Mr. Mody.—I could show you from the balance sheets of comparable mills
what the wage cost is in Ahmedabad and what the wage cost in Bombay is.

President.—As a matter of fact when the Tariff Board reported in 1926
they gave certain comparative statements of costs which appeared to us that
the cost of labour per unit is much higher in Bombay than in Ahmedabad.
We have been recently scrutinising statements of costs from other centres
of India and a thing that has been perplexing me a great deal is that the
cost of labour per unit of cloth is not so high in Bombay in comparison
with the other centres of production as one would have thought from the
Tariff Board’s report.

Mr. Sal:latvala.—Because of the change in the production of Bombay
mills.

Mr. Mehta.—I have got two or three mills in Ahmedabad. *
President.—Will you give us statements of costs for those mills?
Mr. Mehta.—Yes, I will.

President.—We have had certain statements of costs which do not bear
by any means the contention that the Bombay cost of labour is considerably
higher than Ahmedabad cost of labour. This point was raised before the
Court of Enquiry which investigated the last strike in 1929. There also it
-appeared to be the impression of one of the judges that our costs had now
‘been brought into very considerable relation with the Ahmedabad costs. The
best way of testing it is to take two comparable mills and see what classes
of goods are turned out. The costs will vary according to the counts. Suppos-
ing you take the average counts of 20s, 30s or 40s, take two comparable
mills and compare their wage bill with our bill, X can show you the difference.

President.—Supposing I took for purposes of comparison the cost of
labour per lb. of cloth, the same amount of sizing and so on for white
bleached 30sx40s in Ahmedabad and Bombay, it would be a fair basis of
\comparison,

Mr. Mehta.—No. You would have to take the average counts spun.

Ay, Mody.—I will explain that to you.

‘President.—It is no use your explaining unless you know my point. My
point is this. Supposing you have got the allocated costs of an Ahmedabad
mill showing the cost under various heads and one of these heads is labour.
the cloth in both cases is 30s x 40s, white bleached, proportion of size is 10
per cent. in both cases and the cost is stated per lb. of cloth and if I am
shown X pies of cloth in and X pies in Ahmedabad, am I not justified in
saying that the cost of labour is the same.

Mr. Mody.—I understand your point. If you take ome particular class
of cloth, say 30s or 24s it may not show much of a difference. If you take
higher counts of cloth, it may show a difference in the same two mills. For -
instance in Ahmedabad a man tends two sides of frames of counts of 40s
and above. In Bombay not even for 80s and 100s can we get a man to tend
two sides.of a frame. Supposing I took a finer cloth, that difference would

ble s}llmown in the cost, whereas it will not be shown in coarser or medium count
cloth.

President.~~Supposing that is ruled out as a basis of comparison, what
would be your basis?

Mr. Mody—My basis would be this. We must take mills of the same
capacity which turn out more or less comparable counts of yarn. Take the
wage bill of two such mills and make the comparison.

President.—There would be various differing elements there. The yarn
counts may be more or less the same. The total output may be more or less
the same, but the variety of cloth may be entirely different. That will
entirely upset your comparison. Where can you get a comparable basis?

.Mr. Mody.~—There would be certain variations. ’
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President.—There would be more variations in your case than in mine.

Mr. Mody.—The best thing would be in that case to take the wage cost
for a variety of cloths.

President.—That was what I was going to say. Supposing you took the
index numbers of 12 kinds of different cloth in Ahmedabad and Bombay and
compared them on that basis, it would be all right. If Mr. Mehta will
kindly give us his statements of costs, they will be treated strictly confidential.

Mr. Mehta.—Yes.

Mr. Saklatvala.—Shall I give you particulars for my mills?

President.—Yes.

Mr. Boag.—And also for Nagpur.

Mr. Saklatvala.—Yes.

Mr. Mody.—That would be all right.

President.—It is really a very important point.

Mr. Rahimtoola.—Now I come to the question of the duty on yarn. As
far as the internal competition is concerned, I will not deal with the advantage
now, because they will be dealt with from the point of view of the industry
as & whole. As far as your disadvantages are concerned, I suppose these are
the main things. Mr. Hardy said:

‘¢ Artificial silk yarn is being used to an increasing extent in the-
weaving of striped cotton goods and the borders of dhutis. To
this extent -artificial silk yarn is an ally rather than a competitor
of cotton.”

In reply to that question you have given us to understand that you have
ceased to use artificial silk yarn and you have given us to understand that
you would be prepared to give us the details about that statement later on.
May I know exactly what are the reasons which have led you to this conclu-
sion. I understand that this is the resolution of your Association and it is
more or less binding on the Members of your Association.

Mr. Mody.—People outside the industry felt that in these days of
Swadeshi, mills should also play their part and should boycott all foreign stuff
from the composition of their cloth. ¥or that reason the mills have given
up foreign yarn and we have also given up art silk yarn.

Mr. Rahimtoola.—I take it the decision arrived at by the millowners Asso--
ciation was after fully considering the position of the industry and the
benefits derived by the mills individually.

Mr. Mody.—Tt was done after a full consideration of the circumstances of
the case, but I cannot say that we tock a strictly business view of the
problem.

Mr. Rehimtoola.—Is there any intention of the part of your Association to
revise or re-consider their decision?

Mr. Mody.—1 cannot say.

Mr. Rahimtoola.—Therefore as far as silk yarn is concerned, Bombay
Presidency or should I say Bombay alone?

Mr. Mody—Ahmedabad has also given up the use of artificial silk yarn.

Mr. Rahimtoola.—Bombay Presidency as such is not manufacturing or
using it?

Mr. Mody.—No.

Mr. Rahimtoola.—You sympathised very much with the protection which
the Board might be inclined to give to the handloom industry. At the same
time you felt very strongly about the duty on yarn. You are not manufactur-
ing art silk yarn. In this connection I may tell you that there are two
suggestions which have bheen made to us. One is that there should be no
duty on yarn, Another is that the Millowners should be requested not to
manufacture certain classes of goods. These are the two sugaestions which
have been put forward to us by some individuals as well as those who take-
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interest in the handloom industry. As far as I know, the second is out of the
question.

Mr. Mody.—Entirely. We are not prepared to consider that.

Mr. Rahimtoola.—Now, as far as the first suggestion is concerned, it is
a point which not only the Government of India have asked us to consider
as a separate term of reference, but it is a point which we have got seriously
to take into consideration because it hits the poor. Im this connection I
understand that you are prepared to consider and present to us a note dealing
fully with the case which may result in revising your present attitude. ‘Is
that correct?

Mr. Mody.—No. What I say was............

Mr. Rahimtoola.—I say it may result.

Mr. Mody.—I hope not!

Mr. Rahimtoola.—As far as you are concerned, I take it that your
Association is not prepared to cousider this aspect of the question as well.

Mr. Mody.—If on a fresh consideration of all the circumstances of the
case, in view of what the President of the Board has said, we come to a
conclusion and feel that in the interests of the handloom weaver, it is neces-
sary that this duty should go, we shall have no hesitation in saying so; but
with such facts as are in my possession I feel that if this duty on yarn is
to go, it is not calculated to help the handloom industry to the extent to
which it is expected that it might. If the duty on yarn is removed, the
handloom weaver, if not to-day, at least to-morrow or in the near future will
be entirely placed in the hands of the foreign manufacturer..

Mr. Rahimtoola.—If the present duty on yarn is abolished, then yarn will
come into India duty free. Supposing the duty is abolished, I want to know
whether there is any danger that the mills might use the imported yarn
instead of their own.

Mr. Mody.—I cannot say that. So long as it is our policy not to use any
foreign yarn, the mills will not use any foreign yarn.

Mr. Rahimtoola—That is for the present?

Mr. Mody.—So long as that is our policy, the duty which exists on im-
ported yarn does not affect the case.

Mr. Currimbhoy.—There are weaving mills in India and there is every
likelihood of their using them in greater quantities.

Mr. Bahimtoola.—If that is so, how far will it affect the cultivator?

Mr. Mody.—It will certainly affect the handloom industry.

President.—Apart from any question of sentiment, on purely business
considerations, would it be worth while for the Bombay Mills to-day to im-
port varn of counts below 40s rather than make it themselves supposing
the duty was abolished ?

Mr, Mody.—I think in medium counts it will be cheaper to use imported
yvarn, I refer to counts between 30s and 40s.

President.—My own idea is, having seen your costs, above 40s, very
probably above 50s, it would be worth while to do so but if you get protec-
tion on cloth it would be worth while to import yarn below 50s.

Mr. Mody.—The point is this. When a man wants to determine whether
he is going to use imported yarn or his own yarn, he takes into consideration
the cost of the yarn to him as manufactured in his mill and the cost of
the yarn which is imported. In view of the fact that the Japanese yarn
particularly in medium counts is being sold at much below the cost, as a
strictly business proposition, it might pay the mills to use imported yarn.

President.—Supposing it is possible for you by means of prices that you
realise on cloth under a system of protection to get an adequate return on
vour capital, an adequate depreciation on your plant, then will you let all your
spindles lie idle on 30s to 40s?

Mr. Mody.—Then the position that I indicated yesterday would arise.
More and more looms would arise. Supposing we had an adequate protection
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on cloth and the production of cloth became more remunerative, then it would
be to our interest to produce more cloth.

President.—I feel morally convinced that if you had adequate protection
on cloth, not one mill to-day with surplus spindles would care to import yarn
below 40s even if this duty on yarn was removed.

Mr. Mody.—~We are pledged not to use foreign yarn.

President.—Speaking purely from the business point of view and assuming
that there is protection on cloth? .

Mr. Mody.—1I would like to consider that point and put in a note.

Mr. Rahimtoola.—Now I will take up the question of the cultivator. As
regards the duty on raw cotton, you have very strong views. But one of

- the arguments that has been advanced as regards this duty is that it has
helped the cultivator. Therefore it is necessary to elaborate a little. There
are three types of cotton which are imported into India. One is Uganda or
African cotton; one is Egyptian cotton and the other is American. As far
as the Egyptian and African cottons are concerned, I understand that they
do not in any way affect the Indian cotton. Is that correct?

Mr. Mody.—I don’t think that there is any comparable type of cotton in
India so far as Egyptian and Uganda cottons are concerned. -

Mr. Rahimtoola.—What about the American and Sind-Punjab? Do they
come in competition?

Mr. Mody.—No. There are only about 8,000 bales of this cotton ?

Mr. Rahimtoola.—At present?

Mr. Mody.—Yes.

Mr. Rahimtoola.—What about the future? I understand that the Indian
Cotton Committee are investigating this question.

Mr. Mody.—Dealing with the present day conditions entirely I don’t think
that it is possible for India to displace Uganda.

Mr. Rahimtoola.—What about the American cotton?

Mr. Mody.—So far as that is concerned, it is comparable to a certain
extent. Perhaps a good deal of the American cotton now imported is perhaps
no better in class or staple than some of the best types of Indian cotton.
Even as regards American cotton, there is a certain proportion which is of
a higher type than the cotton grown in India.

Mr. Rahimtoola.—The percentage figure I have seen suggests that more
than 40 per cent. of the American cotton is cotton which comes in direct
competition with the Indian cotton. That is as far as this year’s figures are
concerned.

Mr. Mody.—Yes.

Mr. Rahimtoola.—If that is so, I do not know how far the mills can
show sympathy to the Indian cultivator?

Mr. Mody.—One suggestion which was thrown out in the course of the
debate in the Legislative Assembly was that Government might leave
Egyptian and Uganda cottons alone and deal with the American,

Mr. Rahimtoola.—You would be prepared to support that propoesition.

Mr, Mody.—Might be. o

Sir Manmohandas.—While on this subject I will draw your attention to
the fact that this duty on raw cotton has the effect of reducing the amount
of protection in medium counts. :

Mr. Rahimtoola.—I am not talking about those which do mot come into
competition with the Indian cotton.

Mr. Mody.—Sir Manmohandas's point is that it has the effect of reducing
the measure of protection that we bave got because it has made the produc-
tion of finer cloth more expensive.

Sir Manmohandas.—As against the competition from ILancashire and
Japan, the Indian producer will have to pay half an anna per lb. more
on the cotton they use in the production of finer cloths.
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Mr. Rahimtoola.—The Indian Fiscal Commission lays down as one of the
main conditions that not only should India be able to produce the raw
material but that it should be in a position to use it. If we allow you to
import more than 40 per cent. of the quality of cotton which hits the Indian
cultivator, to that extent you are certainly doing harm to the country.

Sir Manmohandas.—Through funds found by Indian mills attempts have
been made to improve to a very large extent. What is the result? The
result is that we are not able to get even a small percentage of high class
cotton that is compulsorily used by mills to compete with foreign countries.

President.—We will give you a little more protection.

Sir Manmohandas.—Then I don’t mind.

Mr. Mody.—Tt all depends on the circumstances of each year whether more
or less cotton is imported. Last year what happened was this. First of all,
American cotton was cheaper in parity and at a particular period when
mills were filling their requirements it was felt that there would be an
acute scarcity of long staple cotton. That was why mills bought a certain
amount of American cotton.

Mr. Saklatvala.—Not only that. Some of the cotton merchants held
their cotton. Broach cotton was rather bad. In the expectation that they
would realise better price as the crop was short, they did not sell. They
held on for a time and later when they were on the market they found that
the mills had filled up their requirements with American cotton.

Mr. Rahimtoola.—I understood from you thut in Bumbay as far as cotton
is concerned, the mills would not have to store up.

My, Saklatvala.~The mills did not store it.

Mr. Rahimtoola.—You mean the cotton merchants?

Mr. Saklatvala.—Yes, not only in Bombay but in upcountry centres.
They would not send the cotton down because the prices were low. Bocause
the crop was short, they thought ultimately they would realise better
prices, but in the meantime American cotton being cheaper, the mills filled
up their requirements.

Mr. Mody.—One way of helping the industry would be to give a rchate
on the consumption figures. That would be a very effective way of helping
the industry. I think that in spite of the fact that perhaps in +he future
Calcutta with its advantages might be a serious competitor to Bombav, a5
long ahead as we can see, Bombay is favourably situated with regard to
fine counts. This duty of half an anna per lb. did certainly affect Bombay
as it affected the industry in other centres. One way of helping the industry
in Bombay would be to give a rebate of this duty on .the figures shown
by the mills.

President.—~Would it be worth while?

Mr. Mody.—If yvou say that, I think that it would be a few lakhs of
rupees. I am not calculating how much it would be per Ib. of cloth.

President.—You want a rebate on Egyptian and Uganda cotton?

Mr. Mody.——Yes, on the basis of our accounts.

President.—You don’t want a rebate on American cotton which competes
with the Indian cotton. The administration of the rebate is rather a
difficult business, and the benefit to the industry is also so trivial.

Mr. Mody.—I think that it would amount to a few lakhs.

President.—The duty works out to Rs. 25 per candy.

. Mr. Mody.—Rs. 1280 a bale would amount to a good few lakhs,
President.—It would mean Rs. 15 to 20 lakhs for the whole of India.
Mr. Mody.—You mean if you exclude American?

President.—If you take simply Egyptian and African cotton, as 300,00G
bales ........cceciieeennnns

Mr. Currimbhoy.—The American imports are 300,000 bales.
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President.—Those are not the latest?

Mr., Mody.-——It\WouId be about Rs, 25 lakhs,
President.—Let us take it at Rs. 20 lakhs,
Mr. Mody.—For Bombay alone.
President—Would it be for Bombay alone?

Mr. Mody.—I do not know the exact figures, Over the last two or three
years, it would be about Rs. 10 lakhs for Bombay.

President.—I take it that it is about Rs, 36 lakhs on the whole of imports
into India. I take it that your consumption is about gths of the total
imports. "Then it would be about Rs. 14 or 15 lakhs.

Mr. Mody.—Yes.

President.—Then you remove all inducements to the Indian cultivator
to produce qualities better than those which they are producing now. What
inducement is there for the Indian Cotton Committee to introduce %
staple cotton?

Mr. Mody.—That is a question on which even the Indian Cotton Com-
mittee has not made up its mind.

President.—~Their opinion has improved a lot.

Sir Manmohandas—The Indian Central Cotton Committee have published
a lot of literature but have done nothing to produce long staple cotton.

President.—These things take a long time to accomplish.

Mr. Rahimtoola.—The next point is the export of cotton. In this con-
nection I may tell you I have got figures from the Japanese Cotton Shippers
Association of Bombay. They have given me figures for five years. The
figures of 1930-31 are the lateést that they have given. They >how 1the
quantity of Indian cotton consumed in Indian mills as 2,266.000 bales as
against the exports to various countries of 3,926,000 bales which roughly
works out to about 57 per cent. or so for exports. Out of that, they say
that the total quantity of Indian cotton exported to Japan is 1,686,000
bales. You have already commented in public on the threat by Japan as
far as exports of raw cotton to Japan are concerned. Suppose their threat
is carried out? -

Mr. Mody.—It cannot be carried out. It is pure bluff. In my opinion
Japan buys exactly what .it suits her to buy. She is here for business
pure and simple. In the course of the last two years her purchases of
American and Indian cotton have varied considerably. In some years it
pays her to buy more American than Indian cotton and she does so regard-
less of any question of tariffs. This vear Japan has bought much less
Indian cotton than in any other year. There is no question of tariffs;
nothing at all: Japan found it to her advantage to go in for American
cotton and she did so.. The whole thing is this. Tariff or no tariff if
to-morrow Japan can get all her requirements from America and China at
favourable rates and satisfy her requirements just as well as from India,
she will not buy a bale in India. She buys what is necessary for her to buy
in the Indian market.

Mr. Rahimtoola.—I am looking at the position from the cultivators point
of view. If the Indian mills are purchasing imported cotton and Japanese
exports fluctuate—they buy as and when it suits her to buy—then the
position of the cultivator becomes exceedingly precarious.

Mr. Mody.—The position of the cultivator is not altered. Are you
referring to the question of tariffs?

Mr. Rahimtoola.—T am referring to the cotton produced in India and
consnmed in India and outside Tndia. The figures noint out that a larwe
proportion of the bales of cotton exported goes to Japan. In 1926-27 out
of 31 lakhs bales of cotton they have exported to Japan nearly 17 lakhs bales.

Mr. Mody.—I think it would be worth while for the Board to get the
Jatest figures. So far as cotton is concerned Japan has bought a
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million bales less than in previous years. I can give you, the very latest
figures,

Mr. Currimbhoy.—A rather interesting point is that Japan is gradually
shifting to medium counts so that they will have to take more and more
American -cotton.

Mr. Rahimtoola.—I am not looking at the Japanese point of view: I
look at it from the cultivator's point of visw. What is going to happen
to the cotton produced in India?

.. Mr. Mody.—As we have pointed out in our representation, I have an
idea that Japan has been consuming less and less of Indian cotton absolutely
irrespective of the question of tariff or retaliation. Her imports of cloth
have changed in character and they are now going in for medium counts
and for that purpose they should have to buy less of Indian cotton than
ever before. That tendency is there but I don’t fear for one moment
that this is likely to be accentuated by the threat that has been held up now.

Mr, Rahimtoola.—I now come to the question of the consumer’s point
of view. One point that has to be taken into consideration is the quesiion
-of artificial silk goods. That is a point on which the consumer is likely
to raise his voice. You know there is already a 50 per cent. duty. Your
contention is that though you are not manufacturing artificial silk goods
vou still want the duty to be substantially increased on artificial silk piece-
goods. In that case the only man who is going to be hit is the consumer.
1 would like you to explain in a little more in detail how far you are
justified in asking for an increased duty on artificial silk piece-goods.

Mr. Mody.—The consumers interest w''1 arise not only in respect of
artificial silk piece-goods but in all goods. If I were convinced that it is
good for the consumer that he should havs the cheapest article whether it
is imported or manufactured i1 this country, then there would be nothing
to say. But so far as the case of artificial silk is concerned, Japan is sending
out enormous quantities or artificial silk goods at rates which affect the
rates realised by mills for better type of goods manufactured by them. In
otlier countries prokibitive dutie: have been imposed on imports of artificial
silk yarn and artificial silk piece-goods. and this duty of 50 per cent. is a
mere bagatelle compared to the duties which are in force in practically
everv other covntry in the world. [ think when you have the position
that artificial silk piece-goods are selling in this country at rates which are
below the manufacturing cost of even ordinary kinds of Indian cloth,
then I suy that the case for a substantial increase in the duty has been
established. It does not enter into competition with identical classes of
goods but it affects the whole range of our goods.

Mr. Rahimtoola.—In this connection I may point out that the Bor:bay
Chamber of Commerce has stated as follows:—‘ My Committee, however,
qualify this recommendation by saying that in their opinion a condition
precedent to any iL:rease in the duty on artificial silk goods, or even the
retention of the existing rate of duty, should .. the immediate removal
by Indian mills of any restrictions, which may at present exists, on the
manufacture of such goods ”’. Your position is that you are not prepared
to consider that?

Mr. Mody.—We are not prepared to subscribe to the point of view that
it should be made a condition precedent. I should say that even apart from
any question whether we are manufacturing the same clazs of goods or not
artificial silk goods coming into this country affect the whole range of our
products because they are sold at ridiculously low rates.

President.—As a matter of fact under the Steel Protection scheme we
placed duties upon articles which are substitutes for articles which are
produced in this country because of indirect competition.

Mr. Rahimtoola.—Now I come to the question of management, a question
which has been very widely discussed but I feel that it is necessary to go
into it in a little more detail. The first two points that have already been
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discussed are the question of finance and the question of fixed allowance,
managing agency allowance and office allowance. I find one difficulty as far
as the allowance question is concerned and.I want to be clear on that point.
You gave us to understand that the amount received for office .allowance
and expenses plus commission by the managing agents were earned by the
company. . :

Mr, Mody.—I was referring to the last two columns. I understood the
Chairman to refer to the last two columns so I said that the total of the
last two columns was earned by the company.

Mr, Rahimtoola.—As far as office allowance and the expemses are con-
cerned, I personally think phat there is a good deal of difference between
the two: One is the actual office ¢éxpense which they do not get in lump
sum but get according to the expenditure incurred in the office every month,

Mr. Mody.—This column means that the amount was received by the
managing agents, but, whether it was paid out in all cases in the shape of
maintenance of office ruperior staff or not I am not in a position to say .
for every single mill.

Mr. Saklatvala.—As far as our mills are concerned we have got office
allowance in one mill and in the other we have no office expenses. In the
Tata mills floated only recently, in 1915-16, we have an office allowance.
This is the exact wording given in our articles of association:—¢ A sum of
Rs. 1,200 has been given to Messrs. Tata Sons in connection with the main-
tenance and upkeep of the Company’s office in Bombay including payment
of rent exclusive of salaries, wages and so on’’. We have given on this
sheet the exact amount of office allowance, rent and upkeep. We find that
this office allowance and upkeep cost us Rs. 7,000. As a matter of fact
we gave up the other portion. (Statement handed in.)

Mr. Rahimtoola.—The point that I wanted to-raise, Mr. Saklatvala, is,
that it must be made clear to the Board that these two items are definitely
separate, that the one goes entirely to the managing agents and the other
is given to the office for actual office expense.

Mr. Saklatvala.—That is true, but the agents do not pocket that sum
because besides this the managing agents have to bear expenditure not
only for things connected directly with managing the affairs of the company
but there are others whom they pay out of their commission.

Mr. Rahimtoola.—I will come to that later. Mr. Mody, you admit that
these are two separate things; one goes to the managing agents and the
other goes to the office expense. How they distribute the same is a different
matter, but as far as the allocation is concerned these are two separate heads.
You were going into the details as to how that money is spent by the
managing agents: You 'say that they receive it purely for payment of the
superior staff. I would 'like to know what superior staff is exactly meant
by that and what amount is deducted from that?

Mr. Mody.—Assistants in the office who are not members of the managing
agents firm.

Mr. Saklatvale.—We have two or three people in our office who are em-
ploved for the company’s work and who receive salaries from the company.
At least we draw the commission and pay these men. They look after our
part of the business also and we pay them a certain allowance.

Mr.  Rahimtoola.—Is it not a fact that when you are getting a Managing
Agency commission for managing the Company’s affairs, you are also petting
a certain amount of profit. There are various methods by which the
Managing Agents are remunerated. For instance T was told that one of the
Managing Agents receives a commission on purchases. There may be
individual cases of that sort. but that is a different system of working.
Here vou are paid, as far as T understand, in respect of Managing Director
and if a- Managing Agent acts as a Director, my friend Mr. Mody gave me
to understand here that it would be quite within his jurisdiction to charge
s sum of not less than Rs. 3,000 for the services rendered.
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Mr. Saklatvale.—If a Managing Director had to employ somebodyelser
besides himself, he would put that charge on the Company.

Mr. Rahimtoola.—Why should he?
Mr, Saklatvala.—The Managing Director is one man.

Mr. Rahimtoola.—Managing Agents are composed of 3 or 4 persons. You
tgld me that it is advantageous to have the Managing Agency system for the
simple reason that it is composed of more than one person.

Mr., Mody.—1 didn’t advance that argument.

Mr, Rakimtoola.—Mr. Baklatvala did. Therefore those people are supposed
to devote their attention to the affairs of the Company for which they are
paid in the shape of percentage on profits.

Mr. Mody.—I have given you figures in bulk. I had no reason to think
that the Board were going i1nto these questions in detail. Now that the
Board have expressed a desire to know something more about that, I shall
prepare a full statement of the case and present it when the Board will be
able to appreciate what exactly is this office allowance and expenses and
bow it is distributed.

Mr. Rahimtoola.—The Board would like to see the statement before
examining you further.

Mr. Mody.—If, after seeing my note, the Board wishes to examine me,
I am always at their disposal.

Mr. Rahimtoola.—Before dealing with the other questions in detfail regard-
ing the management, I shall just run through a few questions from the
questionnaire so that this may be disposed of, and then I will come to the
question of Managing Agents. As regards the Trade Mission, page 16,
Question No. 8, yesterday you gave the Board to understand that though you
have pressed for the appointment of Trade Commissioners, you do not expect
very good results by the appointment. .

Mr. Mody.~1I don’t think that the mere appointment of Trade Commis--
sioners will mean any considerable increase in our export trade. To that
extent what I said was correct. What I say, however, is that for the
purpose of investigating the possibilities of a further expansion of our export:
trade or even as circumstances have borne out, even for the retention of the
trade that we have, it is necessary for us to have Trade Commissioners in
various places such as Alexandria, Durban, Mombasa and the like.

Mr. Rahimtoola~—But I thought that the question was very fu]]y dealt
with by the Mission which was appointed.

Mr. Mody.—The Mission made various recommendations one of which was
that the Trade Commissioners should be appointed. As you will remember
yourself from your Membership of the Legislative Assembly, the Government
of India accepted to appoint six Trade Commissioners. Owing to financial
stringency they said that in the first instance they would make one appoint-
ment for the European and American markets and one appointment for the
Indian markets. That is to say one man for New York and another man
for Alexandria, Mombasa or Durban as the case may be. Owing to some sort
of blunder such as all Governments are capable of at one time or another
what happened was that the second man was appointed, but he was appomtqd
for Milan and I immediately raised a supplementary question and Sir
George Rainy admitted and so there we are that the Government of India
agreed to the appointment of two Trade Commissioners to start with.

President.—They have asked for applications for Milan?
Mr. Mody.—That is right.

Ar. Rahimtoola.—There was another point regarding the same question
of finance.- In answer to question 31 you have stated that the Imperial Bank
of India was debarred by Statute from giving loans to industrial companies
for capital expenditure by the six months limitation of loans.
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Mr. Mody.—That is a second thing debarred by the statute.

Mr. Rahimitoola.—We raised here this question in a general way, but I
wanted to know whether the Imperial Bank didn’t lend to industrial com-
panies. : '

Mr. Mody.—The Imperial Bank will give you a loan for 6 months and they
renew 1t every six months.

Mr. Rahimtoola.—It comes to the same thing. They can give you.

Mr. Mody.—So long as it is renewed every six months, there will be no
objection at all. It is a small point, viz., a year is often too short a time
for a loan and the consequent uncertainty of having to remew every six
months a loan for financing our working expenses is certainly a factor.

Mr. Rahimtoola.—But it is not the case that they are refusing to finance.

Mr. Mody.—No. They may not.

Mr. Currimbhoy.—They are not bound to finance any concern.

Mr. Rahimioola.—Tt is on the merits, Mr. Currimbhoy. The point is that
they are not debarred from financing if they find that the Managing Agents
are quite a good firm and the company is in a sound condition. I under-
stand in previous cases they have financed. It is not very happily put.

Sir Manmohandas.—They will negotiate for 12 months, but they will insist
upon renewal every six months or three months as the case may be.

Mr. Mody—We are merely pointing out the conditions under which
it is possible to obtain loans from the Imperial Bank of India.

Mr. Rahimtoola.—I will come to question 33. Question 33 deals with
the remuneration to the Managing Agents and the reply given by vou is
that the data will be collected and supplied to the Board direct. As far as
I am aware I don’t think we have received that information from you. Un-
less you send that to us, we cannot examine you.

. Mr. Mody.—I want to know whether the Board wish me to deal with
questions of policy or with what is happening in every single mill. I can
only deal as an Association with what may be regarded as the general
practice in the industry. If you ask me whether s certain thing happens
in a particular mill, I would have to obtain that information and supply it
to you, not that.I am objecting to supply, but it is a question whether you
want to go into that question and in that detail and whether you regard
that as necessary for the purpose of this investigation.

Mr. Rehimitoola.—In reply to that I may at once say that I comsider this
personally a very important question as far as the cost of production 1is
concerned which as you are given to understand will be dealt with to-
morrow in a confidential manner. But personally before we meet to-morrow
I would like you to give a statement showing the details of the general system
as far as the Association is concerned and the details of the reference of the
mills for which costs are given. I will confine myself to the mills for which
costs are given. : ]

Mr. Mody.—So far as the industry is concerned, the only commission
earned by the Managing Agents is 10 or 12 per cent. of the profits. Thgn
all these guestions will be for individual mills. The industry as a whole will

‘not be concerned. Therefore I do not know what kind of information I can

supply you. Perhaps if you leave the whole question for discussion to-
morrow, we will be able to give you certain information. .

Mr. Rahimtoola.—As I said from the very beginning I shall deal with
this question in all its details to-morrow. That is perfgrz.tly true, but I
must have some idea as to the practice prevailing in the industry as such
and the mills for which costs are given. I want to find out the details of
this, because vou will understand that on the cost of production statements
supplied by vou we have to base the fair selling price and therefore I must
know all the details in connection with the various expenses which the
Company is making in connection with this question. I would “conﬁne
myself to the mills for which costs are given. Would you give a statement



57

showing the various expenses of those mills for which you are going to give-
the cost of production. There you might also add a note on the general
system of management prevailing in the industrs. We might discuss the
details to-morow. ’ )

Mr. Mody.—I shall try and collect as much as possible. My general
an>wer may be taken now and I have already given you that, viz., that as
a general rule thp remuneration of the agents consists of a certain percentage
of profits. I think that the Agency Agreements of these mills whose costs
have been given have been supplied to the Board.

Mr. Rahimtoola.—That doesn’t give the percentage system.

Mr. Mody.—That certainly would give the information whether agents
are entitled to charge only on profits or on profits plus a percentage om
purchase of cotton or on sales of cotton and so on. Unless the agency agree--
ment provides for it, they could not under any circumstances take commission..

President.—The point is rather different. I mean this does not refer
to the question of commission charged on profits. The point that is raised
here is where the managing agent renders services other than those rendered
in his capacity as managing agents, that is to say where he acts as a
purchasing agent or as a selling agent or as an insurance agent or something
of that sort, what exactly is the rate at which he has remunerated for that
purpose by the Company concerned. There you see the rate at which it is done
is not a matter upon which you would get any light from the managing agency"
agreement. It is really a matter of actual practice. I personally feel, as
far as that is concerned, that the best way in which we can check it is by
asking vou detailed questions to-morrow when we are examining costs and’
if you are not able in the meantime to collect information to give you a
note of the points on which information is wanted. As I said after we had
a discussion with the Bombay Shareholders Association who have raised this
question in detail, it may be necessary to raise further points on which an
expression of opinion or information may be required from you.

Mr. Mody.~—I am perfectly agreeable to that.

Mr. Rahimtoola.—35A brings me to the question about the automatic
looms. We discussed that yesterday and Mr. Saklatvala was good enough
to suupply a statement showing the results. It was said—I think by the
Hon’ble Mr., Mehta—that in spite of having automatic looms in England it
had not been found possible to make them a success. I would like to know
whether he has any facts in his possession or whether he has been the mill
working. As far as I can see, there is only one mill in Bombay which has
these automatic looms.

Mr. Mehta.—There are about half a dozen mills which tried these
automatic looms.

Mr. Rahimtoola.—Toyo Poddar Mills have tried them. I think these
mills belong to the Japanese. i

Mr. Mehta.—Yes. They have not added any more.

Mr. Mody.—Experiments have been made by several mills. In none of
them, has the experiment been found successful. As I said yesterday, if at
<ome future date it was found possible for mills to find the money for the
installation of automatic looms on & considerable scale, then the experiment
would probably have a fairer trial. Under present conditions, it has mot
heen found a success. Where experiments have been made, they have not
vielded any good results.

Mr. Mehta—What I meant was that if there was anybody who ocould
possibly give a satisfactory trial to the automatic loom, it was the Toye
Poddar Mill because the Japanese had been saying that the automatic loom
was a great success in Japan. If that was so, it ought to be very successful
in their Bombay mill. Instead of adding more and more looms—I mean
automatic looms—to their concern, as far as my information goes, they are-

scrapping them.
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Mr. Rahimtoola.—You yourself admit that the automatic looms have been
@ great success in Japan.

Mr. Mehta.—Yes, and in America,’

Mr. Rahimtoola.~~That fact is not denied?

Mr. Mehta.—No.

Mr. Rahimtgola.—What is it that is hindering the Bombay industry
irc:lu'l ;mploying these looms? Could it be the type of cloth that is made in

ndia

Mr. Mehta.—First of all, the type of cloth woven here is of so many
patterns for which automatic loom is not suited. Plain goods can be woven
on the automatic looms. But the automatic loom is an intricate proposition
for a layman to handle here. It requires almost an engineer to look after.
One man instead of getting on with 25 or 30 looms as they do in Japan is
able to attend only to 4 looms,

Mr. Rahimtoola.—I was told 6 or 8.

Mr. Mehta.—For the purpose of argument, I admit that he may be -able
to attend to 8 looms.

Mr. Mody.—Unless the automatic loom was made to serve the exact pur-
pose for which it was intended, it would not pay at all. If you are not
able to ask one man to tend 16 or 20 looms it cannot possibly pay at all.

Mr. Rahimtoola.—That can only be done by experience.

Mr. Mody.—It would have to be introduced on a large scale.

Mr. Rahimtoola.—You have given us to understand that there is a good
place where research work and experiments are conducted and which you are
financing—the Victoria Jubilee Technical Institute.

Mr, Mody.—Yes.

Mr. Saklatvala.—Toyo Poddar Mill people brought out Japanese labour
from Japan. .

Mr. Rahimtoola.—They taught the Indian labour?

Mr. Saklatvala.—Yes, but it was no good.

Mr. Mehta.~—They say that the climatic conditions are different in this
country. .

Mr. Rahimtoola.—The pricipal drawback is the labour?

Mr. Mehta.—Labour, climatic conditions and the construction of the
machine.

President.—T suggest that the principal factor is that there is no country
in the world where the demand for piece-goods is so variegated as it is in
India?

Mr. Mehta.—Absolutely correct. .

President.—Therefore standardised production is impossible.

-Mr. Mehta.—Quite.

President.—If that is impossible, then the automatic loom becomes im-
possible.

Mr. Mehta.—Yes.

Sir Manmehandas.—It also depends on the kind of cotton used.

President.—Does that make very much difference?

Sir Manmohandas.—Yes, They are successful in America because they
use fine American cotton even for coarser counts. We cannot use it in this
country. The cost becomes prohibitive in India. ’

Mr. Rahimtoola.—Question 35 (v) deals with the questiogl of amalgamation,
You have circulated a confidential note in this comnection but I wand to
ask you ahout the working of the Lancashire Cotton Corporation, which, as
you yourself say, has not led to any definite results.

Mr. Mody.—As a matter of fact. the Corporation has been making losses
in spite of the favourable terms of financing. I do not know whether my
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impression is correct or mot. I have an idea that the Lancashire Cotton
Corporation has obtained money from Banks on terms that interest is to
be paid only in the years in which profit is made.

President.—Is that so?

Mr. Mody.—I have read it somewhere,

President.—Where can one get the details about the financing of the
Lancashire Cotton Corporation?

Mr. Saklatvala.—I shall send them to you later on. In England they say
that the Banks are heavily involved in the textile industry and therefore rather
than lose the whole thing by mills going into liquidation they try to give
them all sorts of concessions and that is why they could be successful.

Mr. Rakimtoola.—Question 35 (x) deals with the steps to be taken to bring
about co-operation in the purchase of raw cotton and closer touch with the
consuming centres. Your reply is that your Association is not in a position
to suggest any measures.

Mr. ‘Mody.—It is extremely difficult. I have tried it in various directions
myself in small matters.

. Mr. Rahimtoola.—I personally think that this is one of the directions
in which your 4ssociation can do a great deal of good.

Mr. Mody.—In no country in the world has it been found possible to do
this sort of co-operative buying or selling. It is so difficult to work it. With
individual mills producing various kinds of goods and the requirements of
mills being so very different, each from the other, it is very very difficult -
to form a combination for any of these purposes.

Mr. Rahimtoola.—It is not feasible then?

Mr, Mody.~I tried to work it in just one or two small lines—distinct
lines—of cloth where success I thought might be possible. But I was not
able to do anything.

Mr. Rakimtoola.—Coming to the question (35 (xi)) regarding the relations
between the mill management and the labour employed in the mills, you have
been telling us in your replies to the questionnaire about the disastrous
results of the strikes in 1928 and 1929. You have also given us to under-
stand, as far as labour is concerned, that there is no organisation as such with
whom you can deal or co-operate. I wonder whether you are aware of the
conditions prevailing in Ahmedabad?

Mr. Mody—Yes.

Mr. Rahimtoola.—There the co-operation between labour and the Mill-
owners’ Association is on a very sound footing I understand.

Mr. Mody.—It is very largely, if not almost entirely, due to the person-
ality of the people in whose hands the movement is entrusted. I will only
be too willing to put in similarly capable and reliable hands the fortunes
of our industry so far as labour is concerned.

Mr. Rahimtoola.—Have you made any effort in that direction to secure
somebody who can be of that much unility to you?

Mr. Mody.—We asked the same people to do it. As a matter of faci'; I
have made various attempts in the last few years to try and get some Union
formed which will be led in a respomsible sort of way on Trade Union
principles, and I have promised every sort of co-operation if one is formed
But the people who are capable of leading labour do not want to lea.fl ib
in the right way and the people who can be trusted to handle labour in a
responsible sort of way have not got the power to lead them. That is the
unfortunate position. A modern labour leader who is experienced in labour
problems can only mislead.

President.—He can only be led.

Mr. Rahimtoola.—You realise how difficult it is for the industry to carry
on unless this question is satisfactorily settled.

COTTON TEXTILE—VOL. IV c
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Mr. Mody~So far as we are concerned we have made every possible
effort. It is not our business to form Trade Unions. It must be the
business of Trade Union leaders, All that we can do is to promise our
co-operation in the sense that whenever grievances are brought forward by
Trade Union leaders or by labour through its leaders, they would be imme-
diately looked jnto and set right as far as possible.

Mr. Rahimtoola.—It may not be your duty technically perhaps, but it
is your duty as a Millowners’ Association to see that as far as the strikes
or questions of uneasiness and unrest are concerned they are avoided or of
a very remote character.

Mr. Mody.—1 entirely agree.

Mr. Rahimtoola.—In this direction it is up to the Millowners’ Association
as ‘an organised body to see that better co-operation is offered from labourers.

M'r.' Mod'y.—Apalzt from any formation of Trade Unions or any co-
operation with existing Trade Unions whatever they are, we have done a
great deal in the direction of establishing better contact with our wark
people. We have so far as welfare work is concerned tried even in times
of financial stringency to do what we possibly can for the work people. We
have established creches. We have improved them. We have improved the
system of medical relief which obtains in most mills. We have got a very
capable lady with a very considerable experience of work people in various
parts of the world. We have engaged her services.

Mr. Rahimtoola.—Does she understand the language?

Mr. Mody.—X do not know, but she has been very successful.

Mr. Rahimtoola.—How does she make herself understood by the labour?
She is expected to be in close touch with the labour?

Mr. Mody.—1It is more welfare work that I am speaking of just now.
She has got an Assistant who speaks Mahratti. We are issuing a monthly
magazine which we are selling at a considerable loss to our work people.
‘We don’t give it away because whenever is given away for nothing is never
valued; so we have fixed a nominal price. We have in certain mills -in-~
troduced special officers for the purpose of trying to bring ahout better
co-operation between the management and the employees. Meetings of
Managers of all the mills are held on frequent occasions for the consideration:
of particular questions affecting labour. There is a Sub-Committee of
Managers working on certain other problems and in these and other ways
I think we have done a great deal. I think it is true to say that we under-
stand our labour a little better and our labour understands us a little better
than was the case in. the past. With regard to dismissals and discharges,
we have institated a uniform system of discharge certificates and complaint
books are kept in almost all mills. Then we introduced at a very con-
siderable expense’ what is known as the Keith Robinson system of visual
instruction: - We have spent a considerable sum of money on posters. I think
that our record—whether it has achieved anything or not, it is for other
people to judge—I think that our record is one for which we can take
legitimate pride so far as our efforts are concerned. Whether we have

succeeded or failed is another matter.

Mr. Rahimtoola.—As far as we are concerned I may tell vou that vour
results have proved successful because I find we have received no representa-
tion from the labouring classes and therefore it appears that, at any rate,
labour is satisfied with the treatment which you have now accorded.

Mr. Mody.—1 am very happy to hear that!

Mr. Rahimtoola.—Mr. Mody, I think we sent you a copy of a repre-
sentation we received from the Madras Government reg_a:rdmg f;he handloom
industry. We also sent a copy to the Ahmedabad Millowners’ Association
and the position as stated by them is rather interesting. They give us to.
understand that thev do not weave counts below 18.

Mr. Mody.—T1 think they don’t.
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Mr. Rahimtoola.—And that is for the protection, they say, to the
handloom industry.

Mr. Mody.—To put it more correctly it is protection to the hand spun
khadi industry.

Mr. Rahimtoola.—You yourself have admitted in the representation that
the great bulk of the goods manufactured by handlooms is of coarser counts;
if that is so, not weaving counts below 18 is a sort of protection to the
handloom industry. .

Mr. Mody.—The Congress asked the millowners to stop making khadi and
in some cases they stopped manufacturing of counts below 18s for weaving
purposes some below 10s and so on. There was no uniformity about it and
I think in Delhi they are producing very coarse counts. That was the object,
but I don’t think it was ever urged that it was for the protection of the
handloom industry.

Mr. Rahimtoola.—They say this has been done definitely with a view
to safeguard the handloom industry.

Mr. Saklatvale.—They have agreed that they won’t spin and weave counts
below 18s except that they are producing a certain amount of sheetings. Tt
does not apply to bleached cloth; it does not apply to dyed cloth, so that
the only thing they have stopped is producing khadi as such. Otherwise they
have not stopped making cloth under 18s. .In their original proposal the
Congress asked us not to manufacture any cloth with average counts lower
than 18s and with the exception specified above we wanted three or four
more exceptions in Bombay and they did not agree to that and we said
that if it is for the protection of hand spun and hand woven khadi we will
not spin any cloth below the average count of 10. We do not manufacture
any cloth below average count 10 and Ahmedabad does not manufacture
below 18s with certain exceptions.

Mr., Rahimtoola.—The exceptions are not mentioned but they say they
have undertaken not to weave cloths below 18s. Cloth as a general term has
been used without giving us the kind of cloth exempted from the conditions:
. imposed by the Congress.

Mr. Mody.—We are only speaking of such information as we have in our
possession,

Mr. Rahimitoola.—I want to know whether you are prepared to consider
¢his Congress demand not to weave cloth below 18s. '

Mr. Mody.—We have agreed not to manufacture below 10s.

Mr. Rahimioola.—Another point which arises about yarn is this. I under-
stand that the yarn supplied by the Bombay mills to" the handloom industry
is inferior to that used by the mills themselves and that is the reason why
they get a lower price, . .

Mr. Mody.—As a general proposition I think it may be stated that the
yarn sold is eoarser than the yarn used in the mills themselves.

Mr. Rahimtoola—~Why is it so?

Mr. Mody.—It depends on the requirements of the handloom weaver.
He wants coarser counts. We ourselves manufacture two kinds of 20s; one
is slightly inferior and the other is superior. The superior is used for warp
and the inferior for weft.

President,—Is it strength or fineness?

Mr. Mody.—Tt is in the strength.

Sir Manmohandas.—And twist. When they buy yarn for warp they take
it with a black tie to indicate that this is a st.ronger yarn. }

President.—Warp yarn is stronger than the weft. Supposing you had
weft yarn both for the purpose of being used at the mills and sold to the
handlooms, how does the quality of the two things .comp_are? 20s weft
which is produced for being sold to handlooms, what precisely is i_:he dlﬁeregce
between the quality of that and the quality of 20s weft made in your mills

to be used in the mills? . 9
c
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Sir Manmohandas.——No difference at all. If it is spun specially for warp
th::e would be difference because it would be manufactured from long staple
cotton, ‘ ' .

President.—Do you accept the statement that yarn sold to handlooms is
generally inferior to yarn of similar counts used by the mills?

Mr. Saklatvala.—No. Very often when we have accumulation of warp
yarn and we do not know what to do with it, we sell these to the handloom
weavers: 1t is just the same quality as used in the mills. What I want to
point out is ‘that as there is a difference between warp and weft in the mill
there is a difference in the warp and weft in the handloom industry. It is

not that because we are selling to the handloom weaver inferior yarn, the
yarn is softer.

Mr. Rahimtoola.—My point is that the Bombay mills produce a certain
amount of yarn out of which they consume a certain amount in their own
mills and the rest is marketted, not actually sold to the weavers or the
handloom industry as such, but marketted, and I understand what quality
appears on the market is certainly inferior to what is used in the mills
themselves for the manufacture of cloth.

Mr. Saklatvala.—In our mills we use 20s warp, and 30s warp and 36s
warp; for handloom weaving they never use 80s warp or 32s warp. They
want 12s, 14s or 16s and we make those counts from our 20s weft mixing.

President.—That is to say, it is inferior in the sense that what is used
by the handloom industry is generally of a lower count?

Mr. Saklatvala.—Yes.

President.—Supposing it is of the same count, is there any difference
in quality?

Mr. Seklatvala.—No.

Sir Manmohandas.—They have got to take precaution to see whether they
are using warp yarn for. weft purposes.

President.—Supposing, for example, you calculated the exact tensile
strength of the yarn of 20s count, one lot used in the mill and the other lot
which 'is sold to the handloom, would there be any difference?

Sir Manmohandas.—No.

President.—Supposing it was warp yarn in both cases?

Sir Manmohandas.—There will be no difference.

Mr. Rahimtoola.~—The fact that has come to our notice is that in spite
of the imported yarn being costlier they have to go in for it because of the-
tensile strength. They have got to pay a higher price for it which they
say they are not justified in paying if they get the same quality from the
Indian mills. They bitterly complain of the quality of the yarn that the
mills supply. One of the reasons why they want the abolition of the duty
on yarn is that you are not able to supply the quality they want.

Mr. Mody.—This complaint is made now: I am not aware of complaints.
made against mill-made yarn generally by any class of people—neither by
Directors of Industries nor by weavers.

Mr. Currimbhoy.—I am selling about 25,000 to 30,000 bales a year to the
handloom industry and I have so far never received a complaint that the
yarn is less in tensile strength.

Mr. Saklatrala.—We are selling 18,000 bales in the Central Pr<_>vinces-
and not only importers yarn but other Indian mills have tried their best
to oust us but they won’t take it; they won’t have even imported yarn.

Mr. Rahimtoola.—I shall now take up question 35 (xii). With reference
to paragraph 79 of the Tariff Board’s Report, there are four paragraphs in
that question to the first of which you reply in paragraph 58 of your repre--
sentation. You have given reply in regard to the question of stores. I am
coming now to paragraph 79 of your representation ‘‘ Changes in the Manag-
ing Agency System . I don’t think this point has been answered in this
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paragraph. The point raised is that it is undesirable that the funds of ene
cencern should be lent to another in the same managing agency. You have
not dealt with that question at all; you have dealt with the remunera-
tion of managing agents which is quite a different point.

A{ r. Mody.—Our answer to that would be that each case would have to e
considered on its merits.

Mr. Rahimtoola.—These are not cases presented by the Shareholders’
Association ; these are cases which the Board has found from the last Tariff
Board Report and they have been put in the shape of questions for you
to answer, If you are prepared to discuss it to-morrow I shall leave that
question for the present.

Myr. Mody.—We shall discuss it to-morrow.

Mr. Rahimtoola.—I had better leave (xiii). Coming then to question 36 I
find that you differ from the opinion expressed by the Ahmedabad Mill-
owners’ Association. They say ‘‘ We are of opinion that the Indian Com-
panies Act should be so amended as to make it compulsory for the Auditors
to verify the stocks at the mills instead of depending on the stock lists
certified by the mill authorities ”’. T understand your Association has given
very careful thought to this matter and that you are not aware of any
hindrance to the industry by the existence of the Company's Law. If any-
thing further is brought to your notice you would be prepared to consider a
modification?

Mr. Mody.—Yes, certainly.

Mr. Rahimtoola.—1 will just take one ‘or two questions which have been
raised by the Indian Merchants Chamber. I think you should be aware of
what their point of view is. If protection is granted we should enquire
whether the Mill industry is in a position to purchase Indian coal, Indian
stores and insure with Indian Companies.

Mr. Mody.—So far as insurance is concerned a great deal has been done
in Bombay in the last two years. A considerable increase in the insurance
with Indian Companies has taken place. It cannot be achieved all at once.
We are prepared to put up the figures before the Board showing what
insurance has heen placed with-Indian Companies 2 years ago and what it is
to-day.

Mr. Rahimtoola.—Tt would be intevesting.

Mr. Mody.—I have a figure 2 months old which I should be willing to
place before the Board. . .

Mr. Rahimtoola.—What about the position of coal?

Mr. Mody—Most of the mills are on liguid fuel. As regards electric
power, we are using Tatas. We have made a recommendation to our members
to use as much Indian coal as possible. We did some time ago.

Mr. Rahimtoola.—I would like to ask a question or two about the Manag-
ing Agency system. You are already aware of the criticism that is made by
the public and it is necessary that we should get a clear idea as to how
the system originated and what it stands for. As far as I understand in .
India at least when the Managing Agency system started, Indian capital
at the very beginning was extremely shy—it is_not copﬁned to the mill
industry, it is applicable to all-the industries in India with the result that
certain friends who took an interest had to put in a bulk of the capital,
take the necessary risk involved in financing the whole show. Nearly 50
or 60 per cent. of that finance is put in by the Managing Agents them-
selves and after they have made it a success they are in a position to offer
those shares to the public who may be willing to go in for them.

Mr. Mody—Tt certainly did originate in the circumstances that papital
was not forthcoming and that it was indi}ndual _enterprise and, mdlvxdqa,l
capital that brought into existence many industries. I do not know quite
what you mean.

Mr. Rahimitoola.—I want to know whether that position has in any way
altered to-day. As a result of protection which the Board may give; just as
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'@he Sugar Companies have been multiplie® after the scheme of protection,
it may be possible and to speak correctly, it is always the object of protec-
tion—that more mills may be put up in the country. Supposing protection
is granted to the mill industry and as a result of protection 10.or- 20 mills
say within 5, 7 or 10 years may be started, is there any likelihood of their
being started without the Managing Agents.

Mr, Mody.—1 do not know whether that would come about., It is quite
true that if the industry is in a more prosperous condition, more capital
will be attracted to the industry and investors will not be shy. As a matter
of fact it will mean increased confidence in the industry, not only new mills
but also existing mills would benefit from that, but I do not know whether
that would necessarily mean new mills being started with a new system
altogether. Look at what is happening in Ahmedabad and other places where
new mills are put up and yet they are under the same system.

Mr. Rahimtoola.—That is not exactly the point which I was asking you.
I was asking you whether it is not a fact that the standing and position
of the Managing Agents lends attraction to the capital and the confidence
that is placed in the Managing Agents as such.

Mr. Mody.—It undoubtedly does.

Mr. Rahimtoola.—If that is the contention whether it would be possible
after protection is given, that people would prefer to have a different system
by which they would invest their capital and retain similar confidence.

Mr. Mody.—I doubt very much that in spite of the criticisms of the
Managing Agency system, the investing public would have more confidence
in a Board of Directors than in a good firm of Managing Agents. As you
yourself have said a good firm of Managing Agents is an asset and it carries
a certain amount of assurance to the investing public.

Mr. Rahimtoola.—Here the Managing Agents take a considerable risk at
the start of a Company, but whether the investing public would find that
capital which the Managing Agents have invested in the past and might
invest in the future through the system of Directors.

Mr. Mody.—1 doubt that very much.

Mr. Rahimtoola.—That means India has not come up to that position by
which the Managing Agency system however much it may be criticised and
there may be some justification in the criticism, cannot be done away with
without impairing at present at least the good name of the industry.

Mr. Mody.—I agreé with you. As things are at present it is difficult to
conceive of circumstances under which the Managing Agency system could he
done away with and Boards of Directors with Managing Directors substi-
tuted in its stead. Unfortunately the ecritics of the Managing Agency

system instead of applying themselves to measures to mend it want to end
it. . :

Mr. Rahimtoola.—I think they have given it a fair trial and that they are
disgusted. That is their point of view.

Mr. Mody.—They have chosen altogether to ignore the enormous progress
made by India and when I use the word enormous’ I use it relatively,
because I know that India is yet in the infancy stage of development. 1In
spite of the handicaps, in spite of the indifference of Government, in spite of
heavy taxation, in spite of the step-motherly treatment meted out to
industries all these years, India has heen able to achieve a substantial measure
of industrial development, I think it is entirely due to the Managing
Agency system, )

Mr. Rahimtoola.—Their point of view I am afraid is that this Managing
Agency system needs some drastic treatment.

Mr. Mody.—Let them apply the drastic treatment and we wish them
10y .

Mr. Rahimioola.—That is why I want to find out what would happen to
the industry if something of that sort came about.
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M. Mody.—The investing public have a chance. There are new indus-
tries springing up and let them apply the method of managing those new
industries without Managing Agents.

My, I_lahipztooh.—l‘here is one company; The New India Insurance Com-
pany which is run on a system other than Managing Agency.

Mr. Mody.—Yes. .

Mr. Rahimtoola.—I understand that that Company is doing very well.

Mr. Mody.—Very well.

Sir Manmohandas.—The question of managing an Insurance Company is
quite different from managing a mill. T am myself managing an Insurance
Company, the Mercantile Insurance Company. In a recent speech I said
that it was much better that insurance companies should run without
Managing Agents and that word was got hold of by the Shareholders’
Association. They tried to mention it in the press too and said * here is a
managing agent who himself says that the Managing Agency system is no
good ’,. Then I tried to correct that proposition. For insurance companies
there 18 no capital required. Only a sound practical man is needed at the
head as a Secretary or Manager. This is quite sufficient for the purpose of
getting a sufficient quantity of work for insurance purposes. The Board of
Directors may supervise the working of the whole thing, but there the
fivance, the purchase, the sale and lots of other things are not to be
attended.

Mr. Rahimtoola.—The question about insurance is, not that they are
started without Managing Agents but the allegation is, that the premium
which is derived from an insurance company is not transferred to them.
That is the allegation.

Mr. Mody.—We will deal with that. Insurance and mill management
stand on a different footing,

Mr. Rahimtoola.—Banks are also started without Managing Agents.

Mr. Mody.—Almost all banks work without the Managing Agency system.

Mr. Saklatvala.-—Mr. Fazal said that people in Bombay got disgusted with
the Managing Agency system.

Mr. Mody~—We have agreed that this question should be debated
to-morrow. The only reason why I desire these matters discussed to-morrow
is because I want all these matters considered together and not from time to
time. The reason is that the answers to some of these questions would,
involve matters of policy so far as the Association is concerned. There are
certain things which are under the consideration of the Millowners' Associa-
tion to-day. As regards those matters of policy I am not prepared to discuss
them here. But that does not mean that so far as the shareholders’ repre-
sentation is concerned or so far as any other allegations are concerned which
affect the Managing Agency system, that we shirk an enquiry or are not
prepared to meet critics in the open. We are prepared to meet them at any
time. :

Mr. Rahimtoola.—That question will have to be decided after we have
debated this question to-morrow.

President.—As a matter of fact neither the Board nor anybody clse
are in the least committed to.any particular attitude towards the Managing .
Agency system or its actual working. We have not even raised these issues.
What we shall probably do to-morrow is not so much to discuss the thing,
but to define what the issues in relation to actual statement of costs and when
we have done that, there will be heaps of opportunities for you and athers
and for everybody else to have the guestions thrashed out.

Mr. Boag.—My colleagues have covered most of the ground and there is
very little left for me to bring up. But there are ome or two small
points I would like to ask you about. In your answer to question 9 r1ezarding
the handloom industry you referred to Mr. R. D. Bell’s pamphlet and from
the fact that you say that you bring the statistics contained in the pamphlet
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up to date, :I gather that you consider the tables contained in that pamphlet
are approximately accurate.
Mr, Mody—We have no data for checking these things. It seems to us

that Mr. Bell’s presentment of the case is as about satisfactory as can be
expected.

Mr. Boag.—You think that the figures are good enough to make it worth
-hile to keeping the tables up to date. ’

. Mr. Mody.—Yes. We are only thinking of yarn available for consump-
tion,

. Mr. Maloney.—We do not mean the actual takings of the handicom
industry. ’

. Mr, Baag_.—I understind that. The importance of the figure that results
is the quantity of yarn available for the handloom industry?
Mr., Mody.—Yes.

Mr. Boag.—There are one or two points. In paragraph 8 of his note,
he explains that by deducting the mill consumption of yarn from thq total
amount of yarn available for consumption in India, we can arrive at the
amount of yarn available for handlooms, He pgoes ‘on to say that some
allowance must be made for the yarn used for other purposes such as hosiery,
ropes and so on. This amount is small and may be set off against the
quantity of hand spun yarn which is still used on handlooms. Now have
vou any means of forming an estimate whether that is roughly correct,
whether the quantity of yarn used for non-textile purposes is roughly
equivalent to the quantity of handspun yarn which is used on handlooms?

Mr. Mody.—We have no accurate data. The quantity used for non-textile
purposes is small and I think that it may be safely off-set by the quantity-
of handspun yarn that is produced.

M~r. Boag.—That is the position that Mr. Bell takes up.

Mr. Mehta.—Handspun yarn is increasing every day specially in the
Punjab. I am told that the amount of Indian cotton of the lowest staple
is used to such an extent that the handspun yarn derived therefrom is
utilised for purposes like clothing for use in the cold weather in the Punjab.

President.—Have you any kind of estimate of the amount of handspun
yarn in the country? :

Mr, Mody.—These figures are published by the All-India Spinners’ Asso-
ciation, .

President.—I have seen this figure of 50 million Ibs. over and over again.

Mr. Mody.—I .think that the All-India Spinners’ Association publish
figures.

President. —We asked them but they have not been able to give us any
figures. Various Directors of Industries have quoted figures compiled by
the All-Tndia Spinmers’ Association but I believe in every case they are
three years old. )

Mr. Mody—1 do not know why the All-India Spinners’ Association are
not able to supply figures. I think that they keep records for each district.

President.—There is a great deal of talk about the decline of consump-
tion of piece-goods. Tt is impossible to come to any kind of conclusion
about the decline which has taken place unless you know precisely how much
the handloom industry has produced. You estimate the production of the
handloom industry entirely with reference to the yarn available for com-
sumption which of course is a very misleading basiz. Suppose it happens
that there is a large increase in the yarn used by the handloom mdu§tr_v.
The whole position is altered, It is a pity that we have so few reliable
figures on that important point.

Mr. Mody.—50 million lbs. seems to be on the high side.
President.—That figure has heen on the market for the last § years,
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Mr. llody..—lf that was so, the fizure for the first three years must
have been entirely wrong. It is rather a pity that no reliable data are
available with regard to the handloom industry. It is only by rule of
thumb that we estimate the production of this industry.

Prnt:dent.—Tl_xe result is that, in estimating on that basis, the handloom
produc!:lon remains stationary right through. It is very amusing that if
therp is_a decline in the production of the textile mills then there is a
{leclme in the amount of yarn available for handloom and if theve is am
increase in the production of textile mills, then there is an increase in the
amount of yarn available for handlooms. So, it looks that the ups and downs
are exactly parallel.

Mr. Mody.—Our production rises and falls with that of the handloom
weavers, With regard to handspun yarn there is this point to be taken
into consideration. A good deal of it is used for the production of hand
woven khadi and very little would be used for hny other variety. After all,
it is a cult, this spinning of yarn by hand, and it is largely. used for the
production of hand woven khadi. I should imagine so at any rate.

President..—That won’t alter the position from this point of view.

Mr. Mody.—That; would mean the quantity of handspun yarn available
for the weaver and which would go to make an addition to the yarn available
for consumption on our figure would be somewhat limited.

President.—I don’t follow.

Mr. Mody.—If it were established that practically the whole of the yarn
spur by hand was used for khadi . . . . .

President —Which is woven on handlooms?

Mr. Mody.—Hand woven and mnot used for handlooms.

President.—You are not thinking of knitting business?

Mr, Mody.—Hand weaving people T think are a different class of people
from the hereditary handloom weaver class. That is my view.

Mr. Boag.-—Are they?

President.—What we are trying to get at is this. Taking the handloom
industry as composed of people who have been by heredity and profession
handloom weavers, then the amount of handspun yarn would not necessarily
be restricted by the production of this industry. I rather think that that
assumption is wrong.

Sir Manmohandas.—Handspun yarn Is produced in villages by females.
Yarn is given to weavers for weaving into cloths for their own use. The
cloth will be coarse and the people use it for themselves and pay for the
labour of weaving. A large business is done on that principle. That does
not constitute the regular trade of the handloom industry. The weavers are
simply taking the yarn and giving it back in the form of cloth and charging
for labour.

President.—It is production all the same.

Sir Manmohandas.—Yes, but you cannot have a record of that.

Mr. Saklatvala.—In regard to cotton forecasts, Government always give
7 to 10 lakhs of bales as extras which are either used by some people into
yarn or for making quilte and other things. Seven to ten lakhs has also
been more or less a constant figure. In the Government returns, they show
7% lakhs.

President.—They have taken that figure for the past thirty years.

Mr. Boag.—There are one or two other points in this connection which I -
should like to kmow what you think ahout. Mr. Bell says that in the case
of mill production one Ib, of yarn is equal to 4-78 yards of cloth while for
handloom production one Ib of yarn is taken as equal to 4 yards.

Afr. Mehta—That will depend upon the reed and pick.

Mr. Boag.—As a general average for the whole production will these
figures be approximately correct?



68

President.—Suppo§ing you took the reed and pick at the figures at which
you find them, in typical classes of cloth, you could arrive at an estimate?

Mr, Boag.~What I mean is that if all these calculations are based on
unsound assumptions the resulting figures will be unreliable,

Sir Manmohandas.—The quality of the yarn has got to be taken into
consideration,

Mr.. Maloney.—~As far as mill made goods are concerned you have
the weight and the length of the goods produced in the Indian mills and
you have to divide one by the other.

Mr. Mody.—This is only intended for the purpose of showing that the
clg)li'ih turned out by the handloom is coarser than the cloth produced by
mills, . .

Mr. Boag.—This serves as a measure of the difference.

President.—In all the Indian mills, now the average number of yards
to a pound is higher than it was some years ago as a result of their turning
out finer cloths. .

Mr. Maloney.—It was 4-25.

President.—Now it is much nearer 5 than 4, is it not?

Mr. Maloney.—Less than 45 for the whole of India.

Mr. Mody—Tt is 4728 for Bombay. ‘

President.—Say 4'8.

Mr. Mody.—Yes,

Mr, Boag.—The other formula he uses is that 100 lbs. of yarn produce
112 Ibs. of cloth.

Mr. Mody.—That again depends upon the sizing.

Mr. Boag.—In your answer to Question 27 when you are speaking of
the capacity of a mill of reasonable size, you give 2,7000,000 lbs. of yarn
and 2,850,000 lbs. of cloth. That is about 100 to 106.

Mr. Maloney.—That is for dhoties.

Mr. Boag.—Is that for dhoties only?

Mr. Maloney.—If you take the average of all cloths it will be over that.

Mr. Boag.—Is 100 to 112 on the high side?

Mr, Maloney.—It is about right.

Mr. Saklatvala.—In our case it is 109 to 110,

President.—If you take 27 lbs. of yarn and 28'5 lbs. of cloth, T gather
on that basis it is 5 per cent. wastage of yarn and 10 per cent. sizing.

Mr. Mody.—That was exactly what I was going to say. 112 would be
for ordinary counts of say between 20s and 30s. As regards bleached goods
and goods of higher counts, the retention will be much less. Therefore the
average of 112 seems to me to be a trifle high., Taking the whole produc-
tion, the average would be somewhere about 110.

Sir Manmohandas.—In the case of bleached goods, the amount of sizing
put in is just sufficient to weave, but in the case of grey goods it may be
30 to 45 per cent. In some cases, as much as 75 per cent, is put on.

President.—I have seen as much as 100 per cent.
" Mr. Mody.—In Ahmedabad they do 100 per cent.

Mr. Boag.—The other matter on which I should like to ask one or

. two questions is about the Appendix to your representation in which you
note on the various recommendations made by the previous Tariff Board.

T should like to ask you specially about labour. On page 60 vou will find

that the first point is. the level of wages. The previous Tariff _Board said

_that the only alternative to reduction of wages was increased efficiency. Now
as far as I understand the position, you made up your minds to go for

increased efficiency and in carrying out that intention you introduced various

measures which Jed to the strikes of 1927 and 1928.. In consequence of these
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stikes, you had in a great part to abandon these measures. I understand
the position mow is that the level of wages remains where it was in 1926-27
and that the measures to secure increased efficiency have not been intro-
duced except to a very small extent. Is that correct?

Mr. Mody.—Yes. T

President.—The position is more or less what it was before the strike?

Mr. Mody.—Except that the efficiency schemes have been introduced
partially in some mills.

Mr. Boag.—Efficiency schemes have been introduced in a certain number
of mills. The point I want to ask you is this. If it is possible to introduce
these efficiency schemes in a certain number of mills, what was the obstacle
to introducing them throughout? '

. Mr. Mogiy.—They created such a lot of trouble and there was so much
discontent in the labour world that the idea had to be abandoned.

Mr. Boag.—In spite of the fact that they continue to be worked in a
certain number of mills?

Sir Manmohandas.—People won’t submit.

Mr. Boag.—They have submitted in some cases.

Mr. Mody.—What was possible at a considerable sacrifice on the part
of individual mills was not possible for the whole industry, and I think
any attempt at introduction of large scale efficiency schemes would have
met with absolute failure and ended in strikes. Special provision had to
be made in those mills where the efficiency scheme was introduced and
there was a good deal of friction before as well as after.

Mr. Boag.—The next point is absenteeism. You explain why you did not
accept the recommendation made by the Tariff Board, but has there been
any improvement in the matter of absenteeism?

Mr. Mody.—There has been some improvement. The old figure I think
was something like 10 per cent. while it is 82 per cent. now,

Mr. Boag.—Could you let us. have the latest figures?

Mr. Seklatvala.—In 1930 it was 8 per cent.

President.—Are there any figures which though they may not be quite
accurate, may throw a certain amount of light on it?

Mr. Mody.—Last year’s figure was 87 per cent.

Mr. Boag.—On page 66 of your representation you say that in most
mills in Bombay the numbers employed per 1,000 spindles and per 100 looms
have been reduced since 1927. Can you give us any idea of the extent of
the reduction? i

Mr. Mody—Tt is very difficult to give an all round figure.

Mr. Boag.—I ask this question because the Tariff Board of 1926 did
give an average figure per spindle.

Mr. Maloney.—I will give you the result of our discussion with our
members to-morrow. .

Mr. Boag.—The only other matter arising out gf these paragraphs is the
question of statistics. You say that your Association ha,s. all along _he.ld
the view that in the first place the method of compiling the import statistics
should be modified in certain respects. Have you put forward any definite
suggestions for their improvem_ent?

AMr. Mody.—We have.

3Mr. Boag.—When did you de that?

Mr. Maloney.—In 1930. . o

Mr. Mody.—I have had several discussions with Dr. Meek un-officially.
Yhen the Government of India put up a proposition that the production
statistics should be altered. That was altogether a wrong way of dom‘g
things. !
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Mr. Boag.—What is the position then at present? Is the whole matter
shelved P

Mr, Maloney.—Not exactly shelved. The matter has gone to the Collectors
pf Customs for their opinion, 1 discussed both with Dr. Meek and with
Mr. Stewart and explained that it would be totally unacceptable to us if
Government suggested the drastic amendment of the production statistics
tv;iﬁhout previously amending‘l the import statistics with which they should

y.

President.—On this question of statistics, it would be very useful for
people like the Tariff Board to get much more statistical information about
your industry. I hava rather a troubled conscience because in the case of an
industry which is exposed to very severe external competition the publica-
tion of detailed statistics will be cf very great interest to the country.

Mr. Mody.—That is a point which we have taken up recently.

President.—It is sa very difficult to get.

Mr, Mody.—A few .philanthropic gentlemen who recently met at Geneva
recently sent out a report with a view to finding out the conditions of
labour, their wages, hour of work and so on. When those statistics are
compiled without relation to the output or without relation to what our
labour condition is in other industries in India, an entirely misleading
picture will be presented. .

President.—Are you aware whether any Japanese textile company publish
profit and loss statements?

Mr. Mody.—Yes, they do.

President.—I have a sort of feeling that they publish balance sheets but
very wisely do not publish profit and loss accounts.

Mr. Mody.—I would like to consider that.

President.—It would be rather an interesting point. As a matter of fact
one of the charges made against you by the Bombay shareholders is that some
of you do not publish profit and loss accounts.

Mr. Mody.—We publish a lot more than is published in other countries.

President.—You can publish a balance sheet without letting an outsider
know about the current working, but if you publish a profit and loss state-
ment you give him a fairly good idea of the current working.

Mr. Currimbhoy.—We give more details than anybody else.

Mr. Mehta.—Calcutta people never give detailed profit and loss accounts.

Mr. Boag.—What is the relation between your Association and the mills
which do not belong to it? ’

Mr. Mody.—In Bombay?

Mr. Boag.—And outside too, because a certain number of mills outside
Bombay belong to your Association.

Mr. Mody.—As o matter of fact we have no jurisdiction over non-member
mills outside Bombay. In Bombay those who are non-members of our Asso-
ciation are very few and they generally follow tha lines we lay down.

Mr, Boag.—They don’t go in the opposite direction at all?

Mr. Mody.—No.

Mr. Boag.—And generally speaking the mills elsewhere?

Mr. Mody.—They go their own way. So far as Bombay mills are concerned
there is a great deal of cohesion. I think it will be true to say that in
matters of policy the views of the Millowners’ Association of Bombay are
paid great respect. On all large questions affecting labour legislation or
the like our views are weighed before opinions are formed in other parts of
the country and as far as tariffs are concerned, as a matter of fact we have
always taken a leading part.

President.—There is & point that we raised in ome of our questifms to
which you have given fairly detailed reply and that is the question of
unfair competition from countries outside. I have not thought it necessary
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to ask you any question about it but I would like you to explain this
point: In this case you are applying for substantive protection and if
the case for substantive protection is accepted, the question of unfair com-
petition is merged in it. The general form of protection that you propose
18 & combination of ed valorem and specific duties.

ﬂ!r. Mody.—We lay considerable stress on the necessity of minimum
specific duties.

President.—Your proposal, I gather, is this, that the specific duty should
be calculated in such a way that it covers the whole difference between a
.reasonable fair selling price and the realised price. Our usual procedure
in the Tariff Board has been to take the difference between the fair selling
price and the c.i.f. price, but in this particular case in the questionnaire
we decided to suggest the realised price rather than the c.i.f. price for
the obvious reason that there are no two kinds of cloth which are com.
parable. Therefore we take the realised price as a sort of resultant product
of various competitive forces.

Mr. Mody.—As reflecting the measure of protection.

 President.—It may come from different kinds of cloth, it may come from
different countries; all these are reflected in the kinds of price that you
are able to get. Supposing we take the difference between the two and
make a fair allowance for depreciation and profit and fix the specific duty
at that level and that specific duty became the minimum duty, then it
seems to me from the protective point of view that ad valorem duty ceases
to be of any consequence,

Mr, Mody.—Yes, except in the case of a rising market.

President.—JIt gives you all the protection you want; the only thing
you don’t get is a surplus above your protection. As far as we are con-
cerned in a period of economic crisis your specific duty covers the difference
between your cost and the price you are likely to realise in a falling market,
but a specific duty gives you more shelter than an ad wvalorem duty in
. a rising market. A specific duty does not give you a surplus but as a
form of insurance specific duty is much better,

Mr. Mody.—If it were a matter of choice between ad valorem and specific
duties I would certainly prefer to have a specific duty.

President.—Supposing your fair selling price including depreciation and
profit was 16 annas; at present the realised price you are able to get,
less duty, is 12 anmas. We fix the specific duty at 4 annas and the market
goes up, that is to say the realised price is not 12 but 14 annas. Then
the difference between the fair selling price and the realised price is 2
annas, Therefore your position is quite safe. The only thing is that if
the specific duty was fixed at 25 per cent. you might get a little more
but then at that time you have got to take serious risks.

Mr. Mody.—Supposing prices go up double then what will happen?
Cotton is at a very low level to-day; the cotton world is ruled by America
and it is not very difficult to imagine cotton going up to 12 cents or even
14 cents at some period of time. It may go even higher than that. It is
not coming immediately, not even the next year but it may happen at some
time, and the price of cloth would naturally go up to a considerable
extent and your fair selling price will certainly have to be a great deal more.

President.—My reading of the situation is this that wher} cotton goes
up in that way, those of you who are in possession of sufficient stocks of
cotton purchased at previous ruling prices, may make a profit; ib is when
you have to get fresh supplies of cotton that the trouble begins to arise.

Mr. Mody.—But it does not always bappen that the rise in price is
preceded by the possession of heavy stocks.

President—What T am suggesting is this. The kind of inconvenience or

hardship which may be experienced by manufacturers as a result of a rise
or fall I;n the price of cotton is on the whole short-lived. When you are
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considering the question of protection over a fairly long period you have
got to assume that a rise or fall in the price of cotton affects you in the
same way as it does other people in other countries.

Mr. Mody.~I am not thinking how it would hit the industry—whether
the industry would be caught napping. I am thinking of the specific duty.
What will be its effect ? ’

President.—That doesn’t arise, You are looking at it from the point
of view of the Central Board of Revenue. You are not losing protection.
You are getting the protection that you want all the same. We can leave
the Central Board of Revenue to look after its interests.

Mr. Mody.—I take it that the specific duty would be coupled, with
a sufficient ad valorem duty. If it was coupled with an adequate ad valorem
duty with every rise in price, while the specific duty may not operate, the
ad valorem duty will operate.

. President.—The difficulty with regard to that is this, The specific duty
w1th. regard to each principal kinds of cloth will be different.” What you
require on one class of goods is different from what you require on some
other class of goods. You cannot have different rates of ad valorem duty.

Mr. Mody.—No.

President.—If you have a uniform ad valorem duty and different rates
of specific duty, obviously you cannot have the kind of assistance that
you want.

Mr. Mody.—If that uniform ad valorem duty was adequate, it would
be all right,

President.—It might be adequate in one case and it might not be ade-
quate in another case.

Mr. Mody.—That might happen. It is conceivable, but we would not
lose the whole advantage if the ad valorem duty was there and with every
rise in the price of cloth that ad valorem duty worked.

President.—What I am thinking of is this. If it is possible for the
Board to devise an effectivé system of minimum specific duties, then from a
purely protective point of view you are safeguarded. From the point of
the view of the consumer a specific duty in a period of rising prices would
be an advantage. You are avoiding placing an unmnecessary burden on the
consumer, At the same time in a period of your real need you get sufficient
insurance so that if you are going to balance both considerations, it looks
to me that if you have a minimum specific duty and an ad valorem duty
which may be fixed according to the revenue requirements of Government
would be the most suitable way of devising it. Supposing we told the
Finance Member we are going to devise a schedule of specific duties on
plain grey, on bordered grey, bleached, white dyed printed or coloured on
artificial silk and so in such a way as to cover in each case the difference
between the fair selling price and the realised price and if the Govern-
ment accept  our proposal for these specific duties, then as far as the
ad valorem duty is concerned, the Finance Member may fix it at whatever
level he may fancy. If he thinks of putting the duty at 35 per cemt. and
the consumption is going to be so reduced that the aggregate revenue would
be less, then it is for him to reduce it. If, on the other hand, he can
raise more revenue than the taxation warrants, he can revise it. All the
time this schedule of minimum specific duties safeguard the industry.

Mr. Mody.—TIt all depends on how the minimum duty will operate in
both cases. Mr. Maloney was wondering how the minimum specific duties
would operate in respect of the new type of cloths.

President.—As a matter of fact it is rather difficult for us to devise a
separate specific duty for each minute class of cloth. You would need what
the Bombay Millowners’ Association have called a scientific tariff. You
might have a detailed tariff like the American tariff or some other tariffs.
Bus 1f you are going to have 5 or 6 or 8 classes, then the question of new
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lines of cloth which may be introduced by the industry seems to me a
matter which is not of sufficient importance. If it is, for example, & mew
line of coloured goods, it comes under the specific duty.

Mr, Maloney,—It is not very important.

Mr. Mody.—What would happen if exchange depreciated.

President.,—When I raised this question of unfair competition, that was
really the thing I wanted to drive at. If there was a case and if we decided
to grant protection in the form of minimum specific duties, then it would
be necessary to couple our proposals ‘with a suggestion that the Cotton
Textile Industry Protection Act must itself contain a provision for automatic
offsetting duties. At present for example with regard to the recent enquiry
we had, we had to go back to the General Tariff Act. Supposing we made
it an essential part of our proposals that the Textile Industry Protection
Act must contain a clause to the effect that if the price fell below the
level of fair selling price that we have estimated for the industry, off-
setting duties should be introduced and made operative automatically.

Mr. Mody.—As you know the Government of India was not prepared to
accept that recommendation from you in the case of magnesium chloride.

President.—1 expect that there will be sufficient vigilant members in
the Legislative Assembly to remind the Government. It is impossible for
us to do anything else. It is very difficult to forecast the kind of develop-
ment which has taken place during the past few months, because the
Japanese exchange has gone down from 137 to 100. We can’t say straight-
away that for the next 20 years the duty should be fixed at 37 per cent.
above tpe fair selling price. ‘That is quite impossible.

Mr. Mody.—Quite.

President.—We have got to make some kind of provision which is all
that I think a Tariff Board can do.

Mr. Mody.—I am afraid there is nothing else,

President.—There is one thing which you have not suggested at all in
your replies. Supposing it was decided to have specific duties, on what
basis would your specific duty be assessed, would it be on the weight or
the area or the value or.the piece or reed and pick?

Mr. Mody.—It will have to be per weight,

President.—On the whole your Association would from a practical point
of view be in favour of the least unsuitable kind of specific duty which
would be the specific duty by weight.

M7y, Mody.—That is the only way, .

President,—There is one matter which we have not referred to in- our
questionnaire and that is the question how far it is possible to establish a
case for protection for the Indian Textile industry with reference to the
conditions laid down by the Fiscal Commission. I understand the Millowners’
Association do not consider it a valid document.

'\ Mr, Mody.—We do. We have gone very far since the Fiscal Commission’s
report was published. I have great respect for that document and for the
ability with which the case for Indian industrial development has been put
in there. I am only saying that it is slightly out of date in the semse that
India has become protectionist, since the Fiscal Commission’s report was
published.

President,—On the. basis of the Fiscal Commission’s report.

Mr, Mody.—Not altogether. o

President.—What are you referring to? In every industry there has
been no protective measure passed by the Indian Legislature except on the.
result of an enquiry by the Tariff Board and in every enquiry by the Tariff
Board the first point that it considered was whether the conditions laid down
by the Fiscal Commission were satisfied,
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Mr, Mody.—1I am looking at the future. In future it might be necessary
to chall_enge that and to ask for protection to an industry on grounds some-
what different from those conditions laid down in the Fiscal Commission.

President,—In reply to the first point mentioned in our terms of refer-
ence whether the claim for protection is established by the Indian Textile
industry, what answer are we to give? If you say, yes, what are the
possible gfounds at which we can give an opinion to the Government? You
must have some kind of ground on which the claim for the industry should
be established. There are two ways by which we can establish a case in
accordance with the Fiscal Commission’s Report. The first is with regard
to the conditions laid down in paragraph 97 and the other is on the
ground of national importance. If the latter is established, then we can
1gnore the eonditions laid down in paragraph 97 we simply go forward and
say irrespective of the conditions laid down by the Fiscal Commission the
national importance is such that protection should be granted. On the other
hand if the national importance is not sufficiently established, then the three
conditions laid down in paragraph 97 will have to be satisfied. Now the
l;est};1 case which can be made out for protection is the case which can rest on

oth.

Mr. Mody.—Yes.

‘President.—Even if you did not accept that, if you.adopted a policy of
passive resistance with regard to the Fiscal Commission’s Report?

Mr. Mody.—We have not done that.

President.—Supposing it is possible for you to base your case on national
importance ? .

Mr. Mody—We have placed it on both these grounds in one of our
pamphlets which we issued some years ago. Mr. Saklatvala was the author
of one of those pamphlets and would be able to give you a copy.

President.—I am glad you have urged both. If you are prepared to
consider the application of the three conditions, then as far as the first
condition is concerned, there is no difficulty.. Cotton is on the spot. The
second condition is that the industry cannot develop as rapidly as is desir-
able in the national interests unless protection is granted. That second
condition is satisfied.

Mr. Mody.—Yes.

President.—The one condition that requires consideration is whether there
is a possibility that the industry will at some reasonable time in the future
be able to dispense with protection. That is the only condition that requires
consideration.

Mr. Mody.—What I said about the Fiscal Commission has mothing to
dv with the case that the industry can establish. I was thinking of other -
industries, in other times when an industry without being able to satisfy
"those conditions, might be able to go to the Legislature and claim protection
on the protectionist policy of the country. I am not saying that so far as
this enquiry is concerned, so far as our industry is concerned we are mot
able to satisfy. I have every hope that we shall be able to stand on our own
legs.

President.—I should like you to establish it on a statistical basis whether
the third condition is satisfied or mot.

Mr. Mody.—I am afraid the statistics will have to come after the pro-
tection.

President.—What I mean by statistical basis is this. We shall discuss
it in detail to-morrow when we are examining your costs. But I suggest
that if the level of prices goes back to the middle of 1929 and you are
able by efficiency schemes to bring down your labour cost by 12 per cent.
and you are able by amalgamation to bring down your overheads by & per
cent., Bombay industry will not need more than 10 per cent. revenue duty.
If that is established, the third condition is satisfied.
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Mr. Mody.—I am afraid I would not be able to go as far as that.

President —If that proposition is established, then since everybody is
admitting the importance of raising the level of wholesale prices, the only
thing that requires to be done is the introduction of efficiency schemes.

Mr. JMody.—We are passing through abnormal times due to Japanese
competition and the economic depression coming upon us at the same time
completely upset the equilibrium of the industry and threw out of gear
its whole mechanism, It is impossible to say what will happen as a result
of more propitious times when.we are able to take shelter behind a modest
tariff wall. Much will depend upon the circumstances. If we have enough
money, if we are able to equip our mills and instal new machinery and
introduce mew methods of production? The efficiency of our labour also
must go up. What will happen under those circumstances, it is very difficult
to forecast.

President.—If you examine the figures you will find that the very important
factor has been the fall in the general level of prices. If there is a rise
in the general level of prices—supposing we went back to 1929, that would
be about 33 per cent.—if you get increased price for your cloth to that
extent, even assuming that cotton and stores went up in the same proportion,
the margin that would be left for you would be considerable. I suggest that
because it looks to me that there is no particular reason why you should
be apprehensive of the conditions of the Fiscal Commission.

Mr. Mody.—I am not apprehensive at all.

President.—As a matter of fact, a reasonable amount of reorganisation
of labour, a reasonable amount of reorganisation with regard to overheads
and a rise in the level of wholesale prices would set Bombay on its feet again,

Mr. Mody.—They are fair assumptions to make.

President.—1 ibink that they are fairly tenable propositions.
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THE AHMEDABAD MILLOWNERS’ ASSOCIATION.

Evidence of Sheth KASTURBHAI LALBHAY, Sheth NARSINHBHAI
LALLUBHALI, Sheth SHANTILAL MANGALDAS and
Mr., G. 1. PATEL, recorded at Ahmedabad on Wednesday,
the 31st August, 1932,

President.—Mr. Kathurbhai, you are Vice-President of the Ahmedabad
Millowners’ Association ?

Mr. Kasturbhai.—Yes,

President.—And Mr. Patel is the Secretary?

Mr. Kasturbhai.—Yes. )

President.—How many members are there in your association?

Mr. Kasturbhai.—56 are mill members; besides them there are other
members who have got other factories.

President.—I take it that the members of your association are the mill
companies, so that it may happen that one mill company may own more
than one mill?

Mr. Kasturbhai,—No Sir.

President.—In Ahmedabad one mill company means one mill? In Bombay
it is different; you have got mill companies there which sometimes own tweo
or three and in some cases more than three mills,

Mr. Kasturbhai.—There are one or two instances in Ahmedabad also,
but generally one mill company own one mill.

President.—So that the number of mill companies in Ahmedabad who
are not members of your association are about 12?7

Mr. Patel.—About 19, some of them being new ones, having started
since 1929 or 1930-31.

President,—Have you on your membership any mills which are situated
outside Ahmedabad?

Mr. Kasturbhai.—Yes there are four, one at Surat, one at Nadiad and
two at Viramgaon. ) ‘ o

President.—To what extent are you authorised to speak for these mills?

Mr. Kasturbhai.—To the fullest extent.

President,—What I propose to do this morning is to raise the points
connected with this enquiry in the order in which we have set them out
in our questionnaire and when we have discussed these points if we find
there are any points left over then I propose to reserve them for discussion
at the end of the general discussion.

Mr, Kasturbhai.—That will suit us.

President—First I take the points arising out of Mr. Hardy’s report.
The first point that we have raised in connection with Mr. Hardy’s report
is the proportion of bleached goods made by your mills. We consider that
a rather important point. Mr, Hardy came to the conclusion in 1929 that
only a very negligible proportion of Indian mill made goods were bleached.
We are in this enquiry asked to consider the precise extent and nature
of the competition which the Indian mill industry has to face from Japan
and from the United Kingdom and it is understood that a very large pro-
portion of the goods which come into India from the United Kingdom are
bleached goods and if the proportion of bleached goods is negligible, it
will T suppose be possible to argue that to that extent competition between
India and the United Kingdom is also negligible. Therefore, in order to
determine that question with a fair measure of accuracy it is necessary
to come to a reliable conclusion regarding the proportion of bleached goods.
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The first thing [ should like to do with regard to your reply as regards
bleached goods is to refer to the statement made by the Tariff Board in
1926 on page 107 of their report. They give there two figures, one for
11 mills and another for 32 mills. If you take the proportion on the basis
of the figures regarding the 11 mills the proportion of bleached goods to
the total production is 60 per cent., whereas if you take the figures relating
to the 32 mills the proportion is 39 per cent. I take it that when the Tariff
Board gave these figures in 1926 they meant these figures to include not
merely grey varn bleached but also coloured yarn, that is to say bleached
background with coloured pattern,

Mr. Kasturbhai.—That is so.

President.—Therefore, taking the two kinds of bleached together taking
the figures relating to the larger number of mills the proportion was 39
per cent. On the figures that you give this time, If you take both coloured
bleached and grey bleached, it will be 30 plus 65, altogether 95: that is
including both coloured and grey 95 out of 135. We might take it approxi-
mately as the figure for the whole year. But if you take omly bleached
goods which for import purposes would be classed as bleached then the
proportion is about §0 per cent. :

Mr. Kasturbhai.—That is right.

Presitlent.—Therefore against the proportion of 39 per cent. of both
bleached and coloured yarn in 1926 you have on bleached yarn alone to-day
a proportion of 50 per cent. That measures the progress which has been
made by the mills in this direction.

Mr. Kasturbhai.—Yes. I submit in this connection that it is very im-
portant from our point of view that instead of acting on these assumptions
we do not understand why the Government of India which -was so very
keen at the time and on whim both the previous Tariff Board report and
Mr, Hardy's report impressed the necessity of keeping proper satistics
both of imported goods and Indian goods, has mot acted up to these recom-
mendations. It is not yet .too late even now to do so as we have made
out in our representation, so that assumptions may be laid aside completely
and your report may be based entirely on facts. That is to say, if from the
Ist October to 31st December or up to the end of November arrangements
are made by Government to prepare schedule in such a manner that you
have import statistics tallying with the statistics of mill production then
it would be so much easier for you to come to a conclusion.

President.—It is a suggestion which you have made later on in your
representation,

Mr. Kasturbhai.—We attached very great importance to it from this
point of view that money and time have been spent on Mr. Hardy’s report
but some of the conclusion he has drawn are entirely erroneous simply because
statistics are lacking, and from our point of view in order to make a proper
comparison and find out what relation there is between British and Indian
goods it is most important that there ought to be proper statistics.

President,—All that we are in a position to do in regard to that matter
is that if we are satisfied we would record the suggestion you have made,
but I am afraid that it is rather late for us to make a suggestion to the
Government of India with a view to having that suggestion carried out before
we draft our report.

Ar. Kasturbhai.—I take it that your report will not be out before
Nevember or December and if it is based on statistics instead of assumptions
it will carry much weight both with the Government and the public. As
a matter of fact we have a shrewd suspicion that there must be some ground
for Government for not acting up to the recommendations of such a body
as the previous Tariff Board as well as that of Mr. Hardy (both pf whom)
insisted on Government for keeping proper statistics. ‘

President.—The trouble of the Tariff Board is this: we cannot make
any suggestion to the Government of India except through our report; we
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«an't send up suggestions to Government now when dur report is pending.
If we waited till our report is ready to make this suggestion then I am afraid
as far as this report is concerned it would be more or less necessary to
go upon assumptions. I agree with you that in very important matters of
this kind it is ‘unsatisfactory that our conclusions should be based on
assumptions, but the Tariff Board has been working upon various industries
during the past 8 or 9 years and in all these case it has been necessary
to make such calculations on what we considered the least unreliable assump-
tions that we could make, .

Mr. Koesturbhai.—May we hope that your Board will make a very strong
recommendation to the Government of India? It is no wse dilly-dallying
in the way in which the import statistics are collected or the statistics of
Indian made goods are kept, and they should be brought in line with the least
possible delay,

President.—I am prepared to give your recommendation~the fullest con-
sideration. If these figures regarding Ahmedabad are correct then the pro-
gress as regards bleached goods is very great indeed. When you go on to
make the suggestion that the proportion for the whole of India is 25 per
cent., I take it you make the suggestion on assumptions of the kind which
Mr. Hardy did. Have you any particular line of calculation by which
Yyou suggest 25 per cent.? oo .

Mr. Kasturbhai—We are in touch with many of the up-country mill-
owners and on what we hear from them of what they are doing that
assumption was based.

President.—We got similar figures from the Bombay Millowners’ Asso-
ciation as regards the Bombay mills and I find from their figures that if we
left out all the bleached goods containing coloured yarn, the total pro-
portion of bleached to the total production is about 10 per cent. In your
case it is 50 per cent,

Mr. Kasturbhai—Yes. :

President.—And you would say that if you took Ahmedabad, Bombay and
all other centres together it would be somewhere about 25 per cent.?

Mr. Kasturbhai.—Yes. It has been. found by the consumers that it is
better for them to purchase bleached goods instead of grey goods because
grey goods contain size to the extent of 10, 20 or even 25 per cent. and
therefore if they were to buy the bleached kinds they save at least that
much in the freight and not only do they save in railway freight, but it also
saves the extra cost on bleaching the goods. As a matter of fact there
was a time when Ahmedabad mills used to turn out good quantities of any-
thing up to 100 per cent. sized cloth!

President.—One of the cloths for which you give particulars in your
confidential statement has 100 per cent. size.

Mr, Kasturbhai.—That is so.

President.—Can you tell me how the prices work out? What is the
amount of freight that the consumer has to pay at destination, what is
the amount he will lose on account of extra size; what is the average amount
of size in, say, coloured grey goods?

Mr. Kasturbhai.—:}bout 30 to 35 per cent.

President.—You calculate the percentage on the finished weight of the
cloth?

Mr, Kasturbhai.—On the warp it will be about 40 per cemt.

President.—On the final weight it will be about 30 per cent.?

Mr. Kasturbhai.—Yes.

President.—It practically means that he is going to lose 30 per cent. on the
freight. ’

Mr., Kasturbhai.—25 rather than 30 per cent. because there may be some
dropping.
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3Pusit_ient.——Could you tell me straightaway approximately what is the
freight from here to Calcutta per lb. of cloth?

Mr. Kasturbhai.—It comes to about Rs. 11 per bale. The freight from
Ahmedabad to Calcutta is Rs. 2-4-0 per Bengal maund at O/R rate. Railway
risk rate is much higher. :
 P'resident.—Could you tell me approximately what range of counts of yarn
is represented by bleached goods, that is to say are your 20s, for example;
bleached ?

Mr., Kasturbhai.—Yes. As we have said in our representation 75 per
cent. of the looms in Ahmedabad manufacture cloth out of counts of about
208 warp nngl 308 weft, and 25 per cent. of the looms are on the fine side
- that is weaving cloth of counts 30s to 100s or 120s.

President.—~] gathered from Bombay that there the lowest figure of
fineness of bleached goods is 30s; below 30s they seldom bleach.

Mr. Kasturbhai.—That is not the case as far as Ahmedabad is concerned.

President.—Practically in Ahmedabad you have got bleached goods in
all ranges,

My, Kuasturbhai.—20s warp and 30s weft that is the minimum.

President.—You imagine a cloth, let us say, of counts 18sx 20s?

Mr. Kasturbhai.—That also is sometimes bleached; it would be in the
form of khadi, probably bleached khadi.

President —I understand you are not making very much of that now?

Mr. Kasturblai.—No. We don’t spin below 20s.

President.—May I take it that if both the warp and weft were below
20s according to the present practice it would not be bleached?

Mr, Kasturbhai.—Except jeans and drills.

President.—Now I come to the second point. That is the extent to
which Calcutta is the market for grey goods. As fdar as I can understand,
your position in this matter is the same as that of the Bombay mills.
What they say is while Mr. Hardy’s figures with regard to the absorption
of grey goods by the Calcutta market are too high, all the same Calcutta
does represent the largest market in India for grey goods.

Mr. Kasturbhai.—That is so.

President #-The Bombay Millowners’ Association have rejected Mr. Hardy’s
figures, hut they say that 70 per cent. of grey dhotis and 50 per cent. of
other grey goods find their way into the Calcutta market, You don’t give
any definite figures.

Mr. Kasturbhai.—It is difficult to give fizures on assumptions.

President.—Would you be prepared to say that somewhere ahout 70 per
cent. of the grey goods is consumed in the Calcutta market.

Mr. Kasturbhai—We are sending to different parts of India 100 per cent.
of our production of grey dhotis out of which about 70 per cent. is going to
Calcutta. .

President.—Am 1 right in thinking that the great bulk of the grey
goods sent from here to the Calcutta market are of finer counts?

Mr. Kasturbhai.—Not necessarily.

President.—But a great bulk of them above 30s.

Mr. Kasturbhai.—We are sending finer varieties to the Calcutta market
as well as 20s and 30s. . . .

President.—Speaking simply as a matter.of general impression, would
you say a little more than half of your consignments of grey goods to the
Calcutta market would represent counts above 30s? .

Mr. Kasturbhai.—No.

President.—Because T moticed from Bombay now an increasing portion of
the grey goods shipped to Calcutta represented finer classes of dhotis. I
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wonder if the position is more or less the same out here considering the
fact that you have probably made as much progress or perhaps greater
progress in the finer class of goods than Bombay in recent years. ’

Mr, Kasturbhoi.—It is probable,

President.—I will raise that point later on in connection with the freight
question, because a point that has been worrying us since we started this
enquiry. I tell you precisely the point that I will raise in connection with
this question. After all grey goods are the staple of Indian production as
things stand at present.

Mr. Kasturbhai,—Yes.

President.—They represent the greater part of the output?

Mr. Kasturbhai.—Yes.

President.—And for the staple of our production the biggest market in
India is Calcutta.

Mr, Kasturbhai.—Yes.

President.—In Calcutta the Bengal mills are making on the whole fairly
rapid progress. Take the past two years since protection was granted and
the question which has been puzzling us a great deal is, supposing as the
result of continuing these duties, much greater progress is made in future
by Bengal mills and they satisfy a much larger proportion of the Bengal
market than they do now, then what is likely to be the relative position
of Ahmedabad and Bombay in regard to what is admittedly the biggest
piece-goods market for grey goods in India? You have got to pay the freight
all the way from Ahmedabad or Bombay to Calcutta. They save that. At
present their great danger is from imported goods. They are situated at
a port centre. If we grant sufficient duties for a sufficiently long period
and thus assure them against competition from imported goods, then they
have considerable freight advantage in the Calcutta market as against
Bombay and Ahmedabad.

Mr. Kasturbhai.—But they will have to pay freight for cotton. ‘

President.—I was looking into that. The point there would be this:
if we continue protection at an adequate level for a sufficiently long period,
the rest of the Indian market that the Indian Textile industry can capture
is the market in respect of finer classes of goods.

Mr. Kasturbhai.—Yes. ,

President.—Because that represents the import share of the Indian market.

Mr. Kasturbhai.—Yes.

President.—As far as those classes of goods are concerned you have got
to depend at any rate for the time being on imported cotton.

Mr. Kasturbhai.—That is so.

President.—Calcutta can get imported cotton cheaper than you can get
because they are situated in a port,

Mr. Kasturbhai.—Yes. '

President.—Therefore they will save the freight as far as raw cotton is.
concerned. Therefore the position requires a certain amount of considera-
tion. I cannot raise the details of it just mow. T will raise it in con-
nection with the freight question. )

Mr. Santilal.—They can’t save freight on imported cotton, because they
have to pay a little extra for cotton which they are taking from Bombay to-
Calcutta. They are mot getting at the same rate as Bombay. _

President.—The only question is fumigation. If there is no fumigation?

AMr. Shantilal.—I think there is extra freight.

President,—No. The freight to all the Indian ports not merely on raw
cotton, but on other things are the same. The diﬁipult_y in regard to
Calcutta is there is no fumigation arrangement. Fumigation only applies
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to American cotton. East African and Egyptian cotton are being direct]
shipped to Calcutta. P & 7

Mr. Santilal.—Yes.

President.—With regard to the percentage of import goods sold in the
Calcutta market, you don’t wish to make any statement?
Mr. Kasturbhai.—No. °

. President.—The only point that interested me as far as you are concerned
is this. I notice taking your figures of coloured production in 1931-32 as
compared with 1927-28, there is a very large increase.

Mr. Kasturbhai.—Yes.

President.—In Bombay, on the other hand, there is a very large decline
and I was wondering whether that means it would be necessary for you to
find a larger outlet for your coloured goods in more distant markets like
Calcutta.

Mr. Kasturbhai.—As it is, at present, our coloured goods are being
exported to the North Western Province, Punjab, Cawnpore and as regards
those places we are certainly more favourably situated than any other centre
in the Bombay Presidency. Particularly piece-goods are being exported there
not in a grey condition, but though it is coloured they are bleached and
therefore it is coloured bleached that is being exported to these districts.
We do not suppose that for some time to come we will have any difficulty
in finding a market.

President.——We come to a rather interesting question. That is the pro-
portion of goods made of finer counts—Point No. 4 of Mr. Hardy’s report.
That is a very important point in connection with this enquiry. .One of Mr.
Hardy’s main conclusion was as far as finer counts are concerned, the Indian
industry is not in a position to undertake any considerable production and
has not as a matter of fact undertaken considerable production. -Therefore
the question of competition from the United Kingdom is not so very im-
portant. As far as I can understand the figures the situation has altered
a very great deal since Mr. Hardy reported and I have. also some feeling
that the figures on this point in Mr, Hardy’s report are rather under-
estimated to the extent of compeition from the United Kingdom in respect
of counts less than 40s. I will tell you how the Bombay Millowners’ Associa-
tion put this point before us. They have urged very strongly that there
has been a very comsiderable increase in India in the production of finer
counts. They have given us the figures of production of fine counts in
regard to 25 or 27 individual mills in Bombay, taking the year 1927-28 and
the year 1931-32. The figures of these individual mills show a very large
increase and then they give us the average count of yarn spun in India
in 1925-26 and 1931-32. The average count of yarm spun in Bombay in
1925-26 was 17-2. "It is 20'6 in 1931-32. But if you take the whole of India
it was 184 and it is 2005 now. Can you give me corresponding figures
for Ahmedabad?

Mr. Patel.—We have submitted those figures in our representation apd
“if you want these only for a few individual mills, we are prepared to give
vou. On page 6 of our first representation we have given the information.

President.—What that table gives you is the quantity of yarn spun.
What T want to get at is this. I want you to give me for 1925-26 taking
the whole of your production and averaging it, what was the average count
of varn that vou used for your weaving mill and give me a similar average
figure for 1931-32. Tf the average was 17 or 18 taking all classes of goods
in Ahmedabad, it might be 21 or somewhere about that figure now. That
is a very good barometer for measuring the progress mz_lde_m respect of finer
counts. If you could work out the figures on that basis, it would be rather
helpful, . B . )

AUr. Kasturbhai—We can work out the figures, but I am afraid it is
likely to be a misleading proposition.
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President.—If you will tell me what the qualifications are, myself and
my colleagues will keep the qualifications in mind.

Mr, Kasturbhai.—For one thing the working out of the average count
is different in different mills. I do not know what is the correct system
of really arriving at a correct count. If 5,000 spindles are working in my
mills on 20s, 5,000 on 30s and 5,000 on 40s, it is not correct to say that
my average count is 30s.

President.—We have got in the Indian production figures both for yarn
and counts. If we take the total quantity of yarn that you spin here in
Ahmedabad, that will give you separate figures for each kind of yarn and
you get also the quantity of each kind of yarn. If you take the weighted
averageé, you get the figure without going into the individual mills,

Mr. Kasturbhai,—That is true. :

President,—That would represent comprehensively the position in
Abmedabad. It is simply a matter of calculating the weighted averages.

Mr. Kasturbhai.—My submission is, that, to measure the progress by
the averaging of the count is not the correct system, because the averaging
of count is arrived at in a different manner by 2 or 3 systems.

President.—1 will tell you what the difficulty is at the back of your mind.
Supposing we get the average count for 1931-32 and we get a figure of 22,
taking a considerable number of the better sort of mills in Ahmedabad, it
will be very misleading to suggest that 22 will represent the average level
of production in the more up to date mills,

Mr. Kasturbhai.—No. What I say is, if in my mill I have 10,000 spindles
of 20s and 10,000 spindles of 30s to an .ordinary man the average count
will be 25s while if I give it to my spinner, he will bring it to 26:5 or 27.
There i1s a way of working it.

President,—What is the difference?

Mr. Kasturbhai—I will have to consult my technical man.

President.—Will you think it over and let me have a mote.

Mr. Kasturbhai.—Yes.

President.—In addition to these matters which indicate the progress of
the production of finer counts, I take it the increase in the quantities of
imported yarn is an indication of the extent to which finer counts have
been made in India. '

Mr. Kasturbhai.~—~Yes.

President.—That 'is to say it is not merely a question of the increase in
the quantities .imported, but a difference in the distribution of the imports
as regards countries of origin. What I mean is in 1926-27 out of about
474,000 bales imported, 379,000 came from America. In 1931-32 you again
had a figure of 470,000. From America it was only 140,000. The bulk of
the imports last year came from East Africa and Egypt.

Mr.. Kasturbhai,—My submission is that as far as American imports are.
concerned, they should not be taken into consideration at all, because most
of the American cotton that is being imported is for the replacement of
Indian cotton.

President.—Tt has gone up in price relatively.

Mr. Kasturbhai.—Yes the price of the Indian cotton being higher than
American cotton it has been found possible to import it into India and
those two years that have been cited by you are abnormal years as far as
the cotton growth in America is concerned or the cotton growth in India
is concerned.

President.—But the parity in prices was upset in both years.

Mr. Kasturbhai.~I submit that most of the American cotton that is being
imported is coming in for the use of the ordinary counts and not for fine
counts.
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President.—1 would rather qualify that statement to this extent that
the American cotton which is imported or the great bulk of it is cotton
which corresponds not to Indian short staple but to Indian long staple.

Ar. Kasturbhai.—That is right.
President.—It is all above 17.

Mr, Kasturbhai.—Not necessarily. I have kmown several thousands of
bales being sold in the Bombay market which had a staple of { and 3.

President.—I have suspected this all along. It is -very likely.

. M Kasturb.hai.—!.'es and therefore we are mnot at all against the
import duty being levied on American cotton because thereby we shall be
protecting our cultivators. We are absolutely for it.

President.—As a matter of fact the Central Cotton Committee told us
that 75 per cent. of the American cotton imported last year was comparable
in quality with Indian long staple. That 25 per cent. of the American cotton
imported last year was of slightly longer staple than the Indian long staple
cotton, but I never got the impression from that that there were any quantities
of American cotton imported into this country which were less than 3”. I
think that not unlikely as you know there has been steady deterioration in
the quality of American cotton recently. About 20 per cemt. of their crop
is below ”. When parity prices are upset, that amount is also likely to
go up.

Mr. Kasturbhai.—Yes.

President.—Therefore if your suggestion is correct, we should be justified
in proposing the retention of this duty mot merely om the ground that
American cotton competes with Indian long staple, but also on the ground
that American cotton might compete with Indian short staple cotton.

Mr. Kasturbhai.—Yes.

President. —Therefore the so-called virtual monopoly in Tespect of short
staple cotton is to some extent a thing of the past?

Mr. Kasturbhai.—Yes.

President.—Where I don’t agree with you is, you tell me that 1926-27
was an exceptional year and 1931-32 also an exceptional year because there
had been a bumper crop in America and a short crop in India and the
parity was upset. We find looking over the past ten years there were three
occasions on which this disturbance of parity took place.

Mr. Kasturbhai.—The Indian Central Cotton Committee will be able to
give you figures from which you will find that since 1912-13 we had only
one year 1921.22, if I am not mistaken, in which we had large imports
from America. But if you took from 1910 to 1926, during these 16 years
there were only three years during which the American imports were
considerably higher than normal.

President.—It is rather dangerous to take too long a period for an
average in a matter of this kind because apparently natural conditions in
regard to the growth of cotton in America have been changing a lot and
they have been changing recently. If you take an average over a period,
beginning as early as 1912, the result that you get may be out of tune with
the realities of the present day.

Mr. Kasturbhai.—My only point is that American cofton has been
imported into this country only when the parity has been upset. It has
not been imported into this country in order to replace the Indian cotton
if the parity of Indian cotton was in line with the American cotton.

President.—That is true. What worries us is this. Supposing we decide
to accept your proposal and fix the period of protection as 10 years and we
fix our rates of duty and our proposals regarding the duty on imported
cotton for a period of ten years, supposing at the end of two or three
years, parity gets upset again, we may seriously upset the cultivators’
interests and mark you, our cotton is the most valuable crop?
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My, Kasturbhai.—Therefore, as I think and as we have said in our
representation, my Association is not at all averse to imposing a protective
duty on the American cotton.

President.—There you are anticipating an issue which I wanted to raise
later on. Since you have raised it we shall discuss it straightaway. The
suggestion which the Central Cotton Committee has made to us in respect
of imported cotton is this. They say that the duty may be made applicable
to imported cotton with a staple of one inch and below but not more than
one inch.

Mr. Kasturbhai.—We entirely agree.

President.—That is to say, not differentiating the country of export but
dxfferentlatmg according to the staple. The point that we made to them
is that it is perfectly true that at present all Indian long staple cotton is
between §” and 17. There is practically no Indian long staple cotton above
that. In respect of a thing like cotton you have to provide not merely
against direct competition but you have also to provide aga‘nst indirect
competition. If for example as a result of the disturbance in parity you
get cotton of staple slightly above one inch relatively becoming cheaper than
cotton of 1” staple and you don’t apply the duty to that, then that cotton
will be imported in preference to the one inch staple cotton available in the
country? . .

Mr. Kasturbhai.—It is true. My submission is that most of the cotton
-consumed in Indian mills is §” to 17 staple and if the mill has to pay tks .
difference in price between the §” or 1/ staple cotton of India and the 14%"
staple American cotton, it would not be a paying proposition in spite
of the variation in parity.

President.—Supposing you looked at it from the cloth end? I am
in the habit of using cloth made in India of cotton with a staple of one
inch. American cotton of 1,%? or 14" staple I don’t say has become
cheaper than one inch but relatively cheaper. Now a mill buys that cotton,
produces cloth of slightly superior fineness to the Indian cloth made out of
Indian one inch cotton. That finer class of cloth becomes cheaper than
it was before. Now as a purchaser I will take the view ‘‘ Look here, since
that superior cloth is now cheaper by 2 annas, although the inferior cloth
is still one anna cheaper, compared with the inferior cloth, the superior cloth
has become relatively cheaper and I would rather buy that . You Lave
that kind of indirect competition, haven’t you?

Mr. Kasturbhai.—Cloth that is being manufactured from Indian cotton
mostly goes for the masses; and the consumer is not in a position to offer a
slightly higher price and take the better class of goods because his economic-
condition will not allow him to do- so. It is all very well for an educated
person who is capable of distinguishing the quality between the superior
class of cloth and the inferior class of cloth and paying a bit higher price for
the better class of goods. But as far as the masses are concerned, vhey
are more concerned with the price than with a slight difference in the
quality.

. President.~~When you are speaking of cotton of one inch staple, you are:
thinking of cloth ranging in counts between 30s and 40s which is not worn
By masses of our people. That is the sort of cloth which you and I may
wear.

Mr. Kasturbhai.—What I say is that most of the Indian mills are using
cotton which is of §” staple. If you are able to get from the Central Cotton
Committee figures, you will find that relatively the quantity of one inch
staple cotton grown in India is very small. Even that also is being exported.

President.—Very little?

Mr. Kasturbhai.—A major portion of it is exported. It is Cambodia
cotton.

President.—Last year we produced a little over 800,000 bales of cotton
which is not merely of more than 3”7 staple but actually usable in respect
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of ite fineness, tensile strength and so on, for the production of finer counts.
Out of that 800,000 bales we exported from India not more than 100,000
bales and the rest was available for consumption in Indian mills. That is 2
question which I want to raise again. But in the meantime let me tell you
this. I suggested to the Bombay Millowners’ Association that in order to
get a really vivid idea of the progress made in respect of the production
of finer counts, the best way of presentation would be this. You take the
total production of cloth in India in 192627 and in 1931-32. Now out of
that, you deduct the quantities represented by goods other than piece-
goods., Of these there are various kinds. You deduct from that also those
classes of piece-goods which are invariably made out of coarser counts like
chaddars, drills and so on. Then you get a certain quantity which is the
quantity of those classes of goods which are generally made of counts above
208. If out of that you can get the proportion of cloths made of counts,
30s and above, that gives you a very much better picture of what has
happened in this matter? .

Mr. Kasturbhai.—Yes. :
President.—Calculating on that basis I find—I am taking all Indi
figures—if you took the total quantity of piece-goods made of counts above
20s, 9 per cent. was made of counts above 30s in 192627 and if you took
1931-32 the corresponding percentage was very mearly 19 to 20, In other -
words the proportion has doubled. It was about 9 in 1926-27 and 19 and

20 in 1931-32. '

Mr. Kasturbhai—May 1 know whether this proportion is in regard to
counts or the yardage? ’

President.—It is in regard to counts. .

My, Kasturbhai.,—I submit that it is & very misleading statement.

President.—Because the yardage per pound in respect of finer counts will
be much greater? h

Mr. Kasturbhei.—The yardage of finer counts per lb. will be consider-
ably bigger than the yardage of coarser counts. It may actually show a
difference of 4 to 10 yards per Ib.

President.—If you make a calculation for that on an average basis. . .

Mr. Kasturbhai.—-In order to find out that, it will be desirable to find
out what is the yardage per pound of cloth made from 20s to 30s which have
been the standards with most of the Indian mills and to find out the.
yardage from 30s to 100s and take the average.

President.—Can you give us a note on that?

Mr. Kasturbhai.—You want it per 1b. That will be with regard to the
bleached, not with regard to the coloured.

President.—If you will give us the number of yards per lb. in respect
of various grades, it will be helpful.

Mr. Kasturbhai.—We propose to give it only in two grades. One will
be cloth made from 20s to 30s, that is 20s warp and 30s weft and the other
will be above 30s, all lumped together. We shall take a representative mill,
as you have suggested in the other case, and take what counts they are
spinning. They cannot spin one count; they must spin three or four counts.
We will take three or four kinds of quality manufactured in that representa-
tive mill, find out the yardage per 1b. and average it and give it to you as
representing the yardage of cloth.

President.—Supposing, above 30s, you took 30s to 40s and 40s to 60s
might that not give us nearer results instead of lumping everything above
30s°?

Mr. Kasturbhai.—We will do like this, we will take 20s to 30s, 30s to 45s
and 40s to 100s; that is to say we will have to give you yardage for 20s
to 30s, 30s to 45s and 40s to 100s—all per pound.

President.—That is right. Personally I am inclined to think ths'.t.the
estimate that Mr. Hardy made in 1928-29 regarding the quantities of piece-
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goods imported from the United Kingdom of counts below 40s was on the
whole on the low side. Mr. Hardy’s conclusion was that practically all the:
goods imported from the United Kingdom were above 40s and most of them
above 50s. I natice from the Report of the Tariff Board in 1926 (page 40)
that they got figures from the Manchester Chamber of Commerce according
to which cloth containing warp or weft of counts between 30s and 40s forms
about 40 to 45 per cent. of the total export from the United Kingdom.

Mr. Kasturbhai.—They are entirely right. Mr. Hardy’s figure is wrong.
There are two chief sections, as far as Lancashire cotton goods are concerned.
One section deals with American cotton and another section deals with
Egyptian cotton. It is well known that counts above 40s canuot be made
from American cotton. That being so, it could not be that all the exports
that are being made to India are from the Egyptian cotton. We therefore
entirely agree with the suggestion made in the report of the Tariff Board
that 40 to 50 per cent. of cloth that is coming to India is of counts helow
40s and 50 per cent. is of counts above 40s.

President.—Anyway, the Manchester Chamber of Commerce might be
expected to know what it does better than Mr. Hardy.

. Mr. Kasturbhai—We assume—we can only make a guess—that the class.
of cloth that is coming from Manchester is such that it would not pay them
to make from Egyptian cotton.

President.—The inference that I draw from that is this. If you take-
the total quantity of goods imported from the United Kingdom in 1926-27,.
the figure was somewhere about 1,450 million yards. Out of that 550 million
yards was bleached. I gather from various things mentioned in the report
and also from suggestions by Mr. Hardy that all bleached goods are above
40s. If you deduct the yardage of bleached goods from the total you get a
balance of 870 millions, the greater part of which is bordered grey. If 40
to 45 per cent. of the total export is between 30s and 40s, that would be
very nearly 60 to 70 per cent. of bordered grey. Therefore in 1926-27
which is only a year earlier than Mr. Hardy’s Report, very nearly 60 per-
cent. of the bordered grey goods imported into this country from the
United Kingdom must have been 30s and 40s and therefore to say that
there is no overlapping would be stretching the point. That is how I put
the position?

Mr. Kasturbhai.—You are right.

President.—I cannot believe that the Manchester Chamber of Commerce:
would give figures on a point like this unless the figures were quite correct;?

Mr. Kasturbhei.—Certainly you are right.

President.—T have been guite unable to get the data on which Mr. Hardy
came to this conclusion. I suppose he must have made his own assumptions
and in the absence of definite statistical data the best of us could be
wrong in our assumptions?

Mr. Kasturbhai.—Yes. .

President.—Now 1 come to the question of shirtings. What is your
view? If vou compare the imports of plain grey goods from Japan in
1931-32 with those of 1929-30, that is the year before the protective duties
were imposed, there is a very substantial reduction in the imports. It was
820 million yards in 1929-30 and 127 million yards in 1931-32. Although
. there has been this very large decline in imports .of plain grey goods, you
still consider the position one of danger for the Indian industry as regards
plain grey?

Mr. Kasturbhai.—Yes, as far as Japan is concerned. *

President.—That is to say, although there has been a reduction of over
50 per cent., it still constitutes the largest single item of imports from
anywhere in the world. The real point is that the standardised production
gives advantage to Japan in regard to plain grey in a way which it does
not in regard to any other line of goods. :

Mr. Kasturbhai—That is so.
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President.—It is obvious that even this amount of reduction would not
have taken place but for the fact that there is a specific duty.

Mr. Kasturbhai..—As a matter of fact to ascertain the facts would
have been very important. The very fact that even with the specific duty
Japan has been able to supply large quantities of grey goods speaks volumes
about its method of production. Last time we had suggested that the
Tariff Board should go to Japan and find out the facts. It is no wuse
basing conclusions on assumptions,

President.—I wish you had made the suggestion to the Government of
India since our terms of reference were published. Nothing would have
pleased the Tariff Board better! But now I am afraid it is rather a
difficult question. I wonder if it has occurred to you, as far as grey goods
are concerned, to watch the manner in which Japan has been regulating its
competition in the Indian market—they produce grey goods which are of
rather better quality than the Indian goods but put them on the market
at either the same price or a slightly lower price—as far as bleached goods
are concerned their goods are not merely cheaper but also inferior, but in
regard to grey goods their quality is, if anything, better.

Mr. Kasturbhai.—Yes.

President.—In other words, the basis on which they compete in these
grey goods is the basis of quality and in bleached they compete on the basis

of price. That is a very clever way of adjusting their trade to the
economic conditions of the country.

Mr, Kasturbhai.—As far as plain grey are concerned we feel, and we
have felt all along, that their sale policy is entirely different from the sale
policy of the Indian mills. You go to any Japanese firm and it will be able
to sell you straight off 1,000 or 2,000 bales of grey cloth in relation to
the price of cotton. Though it has been stated in Mr. Pearse’s Report that
Japan does not do any hedging, it may be that these firms which are
exporting cotton from this country and importing piece-goods are doing it
on the hedge basis, otherwise they can’t be in a position to sell piece-goods
to-day at the particular price of cotton. If the price of cotton to-day is 250
and 1t comes down to 225, straightaway they are in a position to take
advantage of the drop in the price of cotton.in their sale of cloth which no
Indian millowner will be in a position to do.

President.—That is because you have not got a sufficiently long forward
market in piece-goods and your transactions are ill-balanced, though you
have got a sufficiently long forward market in cotton. I don’t know what
the remedy is. What is your suggestion? Unless you develop a satisfactory
form of marketing piece-goods you will not be able to balance your raw
cotton transactions in relation to your piece-goods tranmsactions in the way
Japan does.

Mr. Kasturbhai—~—Japan is able to do that because in their case there
are only four or five big Japanese concerns, and even if anyone of them is
smashed they would be prepared to do it. Instances have occurred in which
a very big Japanese firm used to do this on s large scale but it came to
grief. After all it is not an easy proposition.

President.—It is not an easy proposition but the point is this: what
you are trying to do is to explain why Japan is able to carry out large
forward transactions in piece-goods. They are able to do that because they
are operating through very large units.

Mz, Kasturbhai.—VYes.

President.—And that is really the reason why you are not able to
develop a satisfactory forward market here. The answer to that is that the
Indian mills must undertake & scheme like the Lancashire Cotton Corpora-
tion which has failed. . .

Mr. Kasturbhai.—I don’t think it is desirable to have such large com-
bines, either in the interest of the consumer or in the interest of the
industry.
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President.—1 will come to that point later. I certainly feel impressed by
‘your argument that as far -as large units are concerned it might easily
result in lack of attention of the kind which would seriously affect the
efficiency of production, but where amalgamations do help is in the matter
of purchases and sales. I feel that in the actual process of production a
small unit which ensures sufficient supervision may work better. However I
will come to that point later. With regard to bleached goods I can’t guite
gather what your position is in this matter. I take it that in very
important lines of white goods Japan is outstripping Lancashire, is it not?

Mr. Kasturbhai.—At least from the figures of imports it looks like that.
The explanation may be that these white goods are being manufactured
in automatic looms and it is a standard product and as such it can be
produced cheaply so far as production cost is concerned. As regards bleach-
ing, that also can be done om a mass scale.

President.—One of the kinds of white goods in which Japan is showing
an increase is what I may call plain white.

Mr. Kasturbhai.—It has gone up from 21 to 69.

President.—That is the kind of goods that lends itself to standardised’
production?

Mr. Kasturbhai.—Yes.

President.—There is one other point and that is in 1egard to the hand
_printing industry. What is the population of hand printers?

Mr. Kasturbhai.—May be ten thousand.

President.—Supposing printed goods were  sufficiently protected by an
adequate scale of protection for an adequate period, have you any idea of the
total capacity of hand print production in Ahthedabad ?

Mr. Kasturbhai—I have no idea.

President.—By how much can you increase your production of printed
goods?

Mr. Kasturbhai.—We do feel that it could be extended as the mill
industry has been extended.

President.—In Ahmedabad I understand you do most of your bleaching
through ‘dhobies: you do that not because you are not in a position to put
up economical bleaching plants but you consider the present practice more
economical and more satisfactory? The same thing applies to hand print?

My, Kasturbhai.—Yes to a large extent.

President.—If a sufficiently protective duty was levied on imports of
printed goods and vou thought it worth your while to increase your produc-
tion, would you not-go in for printing plants or would you do that by
making use of the hand-printing industry: if you do that by how much can
you increase your production?

Mr. Kasturbhai.—We dare_sar we can increase it by 300 to 400 per
cent. 15 years back we started bleaching in one of my mills and we were
only doing that to the tune of 30 to 35 per cent. but to-day there are four
mills under my management and 95 per cent. of my goods are bleached.
I have figures recording year by vear how much I have progressed and I am
prepared to submit those figures to the Board, and where we had six
dhobies for bleaching we have now at least 600 men.

President.—What were these men doing before?

Mr. Kasturbhai.—They have heen imported from the United Provinces
and Marwar: they are by caste dhobies and they don’t do any other
work.

President.—They are not neceuanlv an original part of the Ahmedabad
social economy. are they?

Mr. Kasturbhai.—No. We expect similar progress in hand-printing.

President.—What is vour present production of printed goods?
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Mr. Kusturbhai.—It would be very small compared to the total produc-
tion.

Mr. Boag.—You say in answer to Question 15 that some mills have
installed printing plants,

Mr. Kasturbhai.—Yes.

Mr. Boag.—Are they working?

Mr. Kasturbhai.—At least one of them have started work at the Calico
mills: one at Bombay in the Currimbhoy mils and another at the Sassoon
and Standard mills.

President.—You are referring to the whole of India?

Mr. Kasturbhai.—Yes. )

President.—Would you say that one per cent. of your production now is
hand-printed ?

Mr. Kasturbhai.—I will take out the figures of my mills and give you.
It will be a mere fraction.

President.—If you take a few of the largest mills or representative
mills, it would be useful.

Mr., Kasturbhai.~—Yes.

President,—I have seen reference to hand-printing so often but have
not the least idea what part hand-printing plays in the production of
Ahmedabad, and I should like to have that clarified.

Mr. Kasturbhai. —One great advantage in hand-printing against machine
printing is that while in machine printing you can have two or three blocks
of designs to turn out thousands of yards of onme pattern here for every
little piece you can have different designs and it is all in fast colour. I
do not know whether you noticed during your inspection of the mills hand-
printing being most beautifully done in one of the mills here.

President.—With regard to point 16 what is your opinion? At the time
Mr. Hardy reported in 1929 he held the view that if there was a decline in
the price of Japanese piece-goods that decline was completely accounted
for by a decline in the price of raw cotton. I notice you have made no
comment on that,

Mr. Kasturbhai.—We have made no comments wherever we felt it would
be guess work. As far as the price of cotton is concerned we have figures,
but as far as the quality is concerned whether the same qualities have been
worked at or different qualities have been taken we have not the least idea.

President,—What has happened is that while the price of- raw cotton,
taking 1926 to 1931, has fallen by 50 per cent., cotton manufactures have
fallen by 22} per cent. This appears to me to be the correct proportion,
but if you take representative kinds of Japanese goods during the same
peried they have not fallen by 224 but very mnearly 45 per cent. which
appears to indicate that the fall in the price of Japanese piece-goods is
greater than is indicated by the fall in the price of raw cotton.

Mr, Kasturbhai~That is so.

President.—But that is true only since 1929. What that indicates is that
Japan has been able to reduce its costs of production or Japan catering for a
large number of export markets is able to arrive at these prices in the
export markets according to the conditions of each market by some arrange-
ment of that kind, and the result is that every time the duty has increased
in Indla' prices have fallen correspondingly.

», Kasturbhai.—That is so.
P'resulent ~—There appears to be no hmlt to the flexibility of Japanese
production costs.

Mr. Kasturbhai.—Whether it is the flexibility of productlon costs or
whether it is due to some kind of assistance. . . .
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President.—Over a period of three or four years you can’t get a mechanised
Government like the Japanese Government to help in that way. Japan is
in serious financial difficulties now.

My. Kasturbhai.—Immediately this protection was granted in 1930 they
made some reduction in freight and gave some bounty.

President.—As a matter of fact I have heard various suggestions about
this. Recently two people were in Japan, one of them a Dutch manufac-
turer- and another I believe an American, and they tried to investigate
every possible source of information in Japan and they came to the con-
clusion that reduction in Japanese prices could not be accounted for on the
basis of State subsidies and it looks to me therefore that it is rather a far-
fetched explanation.

Mr. Kasturbhai.—One great feature of the Japanese textile industry is
that there has been great progress as far as the spinning and weaving
sections are concerned; that is to say if a worker was minding two sides in
1929 he was mindinrg three in 1930, four in 1931 and eight in 1932; that
has been a regular feature of the Japanese textile industry. There has been
reduction in labour costs by increased efficiency of the worker in minding
more machines both in spinning and in weaving section.

Mr. Shantilal.—They introduced automatic looms.

President.—That is an ancient affair but these prices were reduced since
1930 steadily. Do you accept this statement of Mr. Hardy (No. XVIII)?
Mr. Kasturbhai.—That is absolutely correct.

President.—That area for area fine cloth is even cheaper than coarse
cloth.

Mr. Kasturbhai.—Yes.

President.—I will tell you how I have been looking at it. If you look at
page 85 of Mr. Hardy’s Report, table at the top of that page, there you
have grey dhutis, same dimensions, same reed and pick, same width coloured

borders and the price is given there in pence per unit area. Do these prices
substantiate the conclusion?

Mr. Kasturbhai.—Yes.

President.—It doesn’t as far as I can make out.

Mr. Kasturbhai.—The difference is very slight except in the one case.

President.—Except in 3 cases out of 7.

Mr. Kasturbhai.—Yes.

President.—You take 70/110.

Mr. Kasturbhai.—That is a little higher, because that is very fine.

President.—Therefore it applies only within certain limits.

Mr. Kasturbhai.—As a substantive proposition it is a correct statement.

President.—Another point I should like to raise with regard to that is
this: supposing you take a cloth 82/40 and you take a cloth 70/110, both

having the same reed and pick, do you think you would })e able to wear a
cloth woven of 70s x 110s having the same reed and pick?

Mr. Kasturbhai.—No.

President.—Therefore the proposition is intensively theoretical.

Mr. Kasturbhai.—Not intensively theoretical. It has happened in the
actual trade that the finer cloth has been many a time cheaper compared
with the coarser cloth,

President.—Within certzin limits.

M~r. Kasturbhai.—Yes.

President.—But to a very large extent the proposition is untrue. 1t
npplies only within certain narrow limits. If you take a cloth woven of

superior counts, it would be necessary for you to have higher reed and
pick.

Mr, Kasturbhai.—That is so.
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President.—QOtherwise the cloth would be unwearable. If you allowed
higher reed and pick, the cost would go up.

Mr. Kasturbhai.—The difference that has been taken up in this case is
very wide and counts of yarn 30sx40s when compared to 70sx110s have a
very wide margin. If you take 20sx 30s and 30sx40s, it' will compare very
favourably.

President.—Therefore 1 am right.

Mr. Kasturbhai.—If you take reasonably equal proportions.

President.—If you take a margin indicated by say about 15s to 20s, you
wmight be right.

Mr. Kasturbhai.—The price of a pair with 20s 30s yarn and 40 reed and
pick in my mill is the same as 40s 60s, 40—80 reed and pick. Area for
area is the same; the price is the same and the counts vary. At the same
time the reed and pick are heavier. No soomer you go to very fine yarn,
the cost is more than proportionately high. That does not stand comparison
with 30s x 40s.

President.—What you save on your raw cotton is paid -by the higher
wages, in manufacturing costs. The real test to apply in this particular
kind of cloth you are considering is to what extent do manufacturing
charges above costs exceed the saving that you make on raw cotton. That
is what it really amounts to.

Mr. Kasturbhai.—Yes. )

President.—I should like to ask one question about artificial silk. May
we deal with them entirely on the basis that they are a class of goods
which compete generally with coloured cotton goods? '

Mr. Kasturbhai.—Yes. :

President.—Supposing we find on investigation that a particular rate of
duty is necessary for coloured piece-goods, assume for the time being it is a
specific duty and we apply the same specific duty to artificial silk goods,
would that meet the situation? Take for instance the cotton fancies made in
Indian mills, We take the prices that Indian mills are able to get for
their cotton fancies. They are low for the reason that cotton fancies have
to compete not merely with imported fancies but also against artificial silk.
There the price realised for cotton fancies is a price which reflects in both
directions. I take the difference between the Indian cost and the actual
price that the Indian mills can get, fix that as the specific duty; apply
that specific duty not merely to imported cotton fancies, but to artificial
silk, would that meet the situation?

Mr. Kasturbhai.—It would very much depend on what is the cost of
Japanese artificial silk yarn, because if that artificial silk yarn cost goes
down, it is probable that in spite of the same duty being levied as on the
fancy coloured cloths, they may be able to compete.

President.—We will provide against that. We can insert a provision to
the effect that if the prices of any important imported piece-goods fall
below the level which we take into account in fixing the scheme of protec-
tion, the duties can be adjusted. Assuming there is an offsetting provision
of this kind, then would the scheme satisfy you?

Mr. Kasturbhat.—Yes.
Mr. Patel.—At present the duty is 50 per cent.

dUtP;esident.—Prices have comc? down. Supposing we put it on the specifio
,Xlr. Kasturbhai.—Artificial silk must be specifically separate.
President.—On what basis are you going to fix it?
Mr. Kasturbhei.—Why not fix it on an ad valorem basis.

President.—Prices at present I suppose are about 4 annas. You make
it 100 per cent. The duty would be 4 annas. To-morrow the price would be
3 annas. 100 per cent. would give you 3 annas. If you fix it as a specifie
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duty, you get 4 annas in spite of the fall in price. If you want me to fix a.
different rate of duty for artificial silk goods, on what basis do you suggest
that I should make my calculations?

Mr. Kasturbhai.—It depends upon the particular portion where the arti-
ficial silk is used. It all depends whether it is fully artificial or 50 per
cent. artificial or less than 50 per cent. artificial.

President.—The only way in which you can fix it is by taking what I
may call a fair selling price to the Indian industry and an important price.
The difference between the two is the measure of protection. It is only on
that basis I can fix & duty even on artificial sille goods. Since artificial
silk goods are not made in this country we can’t get a fair selling price
for Indian goods.

Mr. Kasturbhai.—The only thing to be done is to take the rates for fancy
goods.

+President.—In reply to Question 2 you have not given us any information.
You are not in a position to give it.

Mr. Kasturbhai.—That is so.

President.—The prices of comparable classes of goods imported from
United Kingdom and from Japan. I should like very much to get detailed
information from you in the markets with which you are familiar.

Mr. Kasturbhai—If you like we shall submit samples of cloth that are
being imported with the cost of production.

President.—We don’t want samples, We are not in a position to judge
whether one class of eloth is comparable to another cloth. I want you to
tell me from your experience and knowledge, ‘‘these are United Kingdom’s
and these are Japanese goods. From. our experience and knowledge of the
market we consider that these may be.taken approximately as comparable
classes. " The wholesale market price of the Japanese cloth is so much.
- The wholesale market price of the Lancashire cloth is so much. Therefore
the price of the Lancashire is 10 per cent., 15 per cent., 20 per cent.
higher than the Japanese price ”’. Could you give us for dozen important
varieties of cloths? Find out from your experience comparable classes of
imports from United Kingdom and imports from Japan and give the margin
of difference between the imported Japanese and the United Kingdom. That
is what I would like to have. Could you do that?

Mr, Kastwrbhat.—It is very difficult. As it has been said in Mr. Hardy’s
Report, it is not merely the same class of goods that come in competition
with each other.

President.—It is very difficult for you to fix precisely the comparable
prices. That is perfectly true. The market has a certain accumulated know-
ledge of these things on which it operates. There must be big dealers with
whom your industry must be dealing.

Mr. Kasturbhai.—The class of goods that are competing with each other
-are not identically the same in. all cases.

President.—I admit that.

Mr, Kasturbhai.—Mr, Hardy has pointed that out. He says:

““ We have also to consider the indirect competition of goods of different
quality, a matter of special importance if a scheme of protection should he
contemplated since there is always the possibility that a rise in the price
of an imported product may not drive the purchaser to a local product of the
same kind but rather to an imported product of a slightly different kind .

President.—Tt is all very well to make that suggestion. He was not
asked to consider protective duties. )

Mr, Kasturbhai.—Read from Mr. Hardy’s Report:

‘“ Nor must it be forgotten that a general movement of prices over any
considerable part of the total range of piece-goods is apt to reverberate
over the most distant parts of the range *’.
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President.—That is a general economic proposition which is probably
sound. I want you to tell us by looking at the samples and from your
experience of the market these may be taken for practical purpose as com-
parable kinds of cloth and the difference in prices are so and so.

Mr. Kasturbhai.—How do we indicate?

President.—I will tell you how to do it. You give me the United King-
dom cloth and give me the dimensions and the wholesale market price. You
take a Japanese cloth, give me the dimensions. The dimensions may be
different, but for practical purpgses the market considers them comparable.
You give me ahout 12 cases of that kind. That is all T want. No. 1 United
Kingdom and A Japanese may be regarded as comparable. You would have
to commnit yourself to that extent.

Mr. Kasturblai.—Even if the counts differ, it doesn’t matter.

President.—If the market accepts it as a probable substitute?

Mr. Kasturbhai.—Yes. With regard to artificial silk goods, do I under-
stand that it covers the artificial silk yarn or it does not?

President.—What is your proposal about artificial silk yarn? Do you
want a duty?

M. Kasturbhai.—Absolutely because it is the most important proposi- -
tion froin this point of view that there is a big silk industry which can
only grow if it is protected from the competition of foreign countries.

President.—Silk industry is not included in our terms of reference.

Mr. Kosturbhai.—Some of us are.using at present in our finer varieties
of goods genuine silk in place of artificial silk. Handloom weavers have
been included in the terms of reference.

President.—This would be rather a hardship on the handloom weaver,
because I notice that handleom weavers use a good deal of the artificial
silk yarn.

Mr. Kasturbhai.—When we come to the handloom weavers whether it
will be a hardship, we will consider.

President.—As a matter of fact the Mysore Chamber of Commerce have
sent an application to the Government of India asking for protection. I
think that question might stand over till then. .

President.—With regard to Question 3, I should like the Ahmedabad
Millowners’ Association to give me some information on this question too,
because it is very important from our point of view. 1 want to know how
during the past few years prices of various classes of goods move in relation
to one another. If you take coarser kinds of cloth, if you take medium
classes and if you take the superior finer classes, how have prices varied as
between these different classes? If it becomes necessary for us to fix the
protective duties on a specific basis and not on an ad walorem basis, then
the only way in which we can calculate the rates of specific duties for
various kinds of cloth is this. We can take the Indian cost of manufacture
of some representative class of cloth, 30sx40s or whatever it is. It is that
class of cloth in which competition is keenest. You calculate an Indian
fair selling price for that. Let us assume that it is somewhere above 40s.
We try to see what is the price according to present conditions of competi-
tion from imported goods that particular class of cloth fetches. The
difference between the two is the measure of protection. Supposing it is
plain bleached goods, you get a figure of 5 ammas per Ib. it will he
necessary for us for the simplification of Customs Administration to apply
that 5 annas to the whole range of cloths included in that category plain
white.

Mr. Kasturbhai.—Without any difference in counts?

President.—That would be very difficult to determine for customs pur-
poses. Therefore whatever duty we find is applicable according to our
method of calculation to a cloth round about 40s, that would apply to the
whole range of cloths. There the Tariff Boam_i woulq be up against a serious
difficulty. Supposing that duty of 5 annas is applied to say 20s, it would

2
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bear on "an ad wvalorem basis a very very high proportion. 20s are the
kinds of cloth worn by the poorer classes of the country. The Legislature-
and the Government would ask us if you applied a duty of 5 annas, it might
be 100 per cent. Are you going to place such a heavy burden on those
classes which are least able to bear it? One line on which we can make a
reply to that question is this. Though we apply the duty of 5 annas to
those coarser kinds of cloth since the Indian mills are at present manufac-
turing the whole of the Indian demand for that kind of cloth, the internal
competition will keep prices down to a level lower than that indicated by
the duty. Is not that so?

Mr, Kasturbhai—~—Yes.

President.—Theoretically it is a very valid argument but I find in the
textile industry you will have to be careful about theoretical maxims. There-
fore I am anxious to know how exactly prices have moved in the past 4 or
§ years? That to my mind is a very important point.

Mr. Kasturbhai.—Shall we give it for 3 years?

President.—If you give for 5 years, we shall be obliged.

Mr. Kasturbhai.—For two kinds or more?

President.—You can see Question 3 for that. Take four kinds—15s to 20s,.
21s to 30s, 31s to 40s and 41s to 60s? ' ’

Mr. Kasturbhai.—It would only be possible for us to supply for two
kinds? .

President.—Which are they?

Mr, Kasturbhai.—20s to 30s, 30s to 45s and 43s to 60s.

President.—They will do. '

Mr. Kasturbhai.—If you want to know how the price of these kinds has
moved with the price of cotton from which those kinds are made, you will
have to find that out from- the price of Broach cotton,

President.—Can you not eliminate the raw cotton factor?

Mr, Kasturbhai.—No. ’

President.—I will tell you why. You have 20s to 30s, 30s to 40s and
say 45s to 60s. Supposing there are three classes of cloth, you take 10
different dates during the past three or four years and give me the prices on
those dates of each of these classes of cloth. I know how 20s to 30s has
moved ; I know how 30s to 40s has moved and also how 45s to 60s has moved,
the cotton prices being the same in regard to each of these classes of cloth.
T am looking at the question entirely in relation to the way in which each
class of cloth has reacted upon the other?

Mr. Kasturbhai.—That won’t be right. The price of cotton would not
move in the same ratio as far as these different kinds ‘are concerned. As
far as 20s are concerned you are right, because that kind will mostly be
made from Indian cotton, but as regards those kinds which are made from
imported cotton, the premium on the imported cotton varies during the
course of the year to such an extent that it may differ to the tune of about
Rs. 100 to Rs. 150 per candy, that is 4 annas per lb. Take for instance
the East African cotton, Kampala. The premium was only Rs. 90 over

roach about three months ago. To-day i} is Rs, 115. That is a difference
of Rs. 25. That is oply a very small fluctuation which has taken place.
But sometimes it varies from 100 to Rs. 250 over the Broach prices that
is to say if the Broach price is Rs. 250, the premium of the Kampala is
Rs. 115. The same remarks apply to cloth made from Egyptian cotton.
As you know, there being a very huge crop of Egyptian cotton during the
last two years, the premium has come down by a crash as it were. The
difference ordinarily would be between Rs. 200 to Rs. 250 over Broach or
Surat cotton. It went down as much as Rs. 100 for particular varieties.

President.—That is going ‘to be rather a difficult point.

Mr. Easturbhai.—~We do not wish to give it comsidering from this point
of view that it will not be in the same ratio as the Broach. I quite
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understand as far as local Indian cotton is concerned because the variation
iﬁ the premium is only to a very slight extent—Rs. 10 to Rs. 20 here or
there. '

President.—There is also another difficulty in that. The point that you
are raising is with regard to the variations in the premia of different
classes of cotton,” There is another point also in it. Supposing we get all
the cotton prices during the period for which you are giving the prices of
piece-goods, it is not merely the differences in the premia that we have
to take into account but also the proportion that the raw cotton cost bears
to the total cost in regard to each of these different classes?

Mr. Kasturbhai.—~Yes.

President.—That would differ?

Mr, Kasturbhai.—~Very much. Not only that, but it cannot be compared
again with the imported class because the cloth that may be imported in
the month of May may have been manufactured in the month of December
when the premium of that Egyptian or Kampala cotton may be only Rs. 100
or Rs. 150 while when the cloth is being imported, the premium may have
been raised to Rs. 250. Therefore my cost might differ.

President.—If you give me 10 or 12 different dates, I average them out
and say that these differences are smoothed out in that way. Will the
Association apply ‘their minds to this question because I am anxious to get '
some kind of figure; otherwise it would be very difficult for me.

Mr. Kasturbhai~What we have felt all along is that we do not desire
to submit figures which may be questioned afterwards. Whatever figures we
have submitted to you in our memorandum and in our replies to the ques-
tionnaire are based upon facts which we can substantiate whenever we may
be called upun to do so. A responsible body like ours would not like to give
figures which may be questioned by some other body afterwards saying that
these figures were merely given off-hand to the Tariff Board.

President.—The Tariff Board is also a responsible body and we generally
have to make statements which are not exactly based on facts. T had better
make this point clear. XIf I cannot prove that a specific duty caléulated
on the basis of the cost of superior counts will not prove burdensome
on the coarser counts, then I am afraid the case for protfection on the
basis of specific duty would greatly be hampered. ° .

Mr. Kasturbhai.—As far as coarser counts are concerned, it is India
which is supplying practically 100 per cent. of its requirements, and in
spite of the protective duty, for the last two years, it has been proved
to the hilt that there has been no profiteering by any of the Indian con-
cerns. ‘

- President.—It is not a question of profiteering?

Mr. Kasturbhai.—Because the protective duty is there, naturally the
result will be that Indian mills will demand a higher price from the
consumer than they would have obtained under normal circumstances, that
is, without the protective duty.. If with the protective duty for the last
two years the Indian mills have not been able to raise their prices, it
very conclusively proves. . . . . .

President.—That is what I want you to prove? o

Mr. Kasturbhai.—From the profit that has been earned, it can be seen.

President.—That won’t do. Your point is this. In the course of your
argument you stated that although the protective duties had been raised,
the Indian mills were not able to increase their prices of the great bulk
of their goods. Is that not what you said?

Mr. Kasturbhai.—That is right.

President.—I am asking you to give me figures which will show that in
the case of certain classes of cloth of coarser counts, prices have not been

raised ?
Mr. Kasturbhai—That is to say, our prices of coarser counts have moved

with the prices of cotton.
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Presidenf.—And that the duty has had no reaction?

Mr. Kasturbhai.—~That can be done very easily in the case of coarser
counts.

Bresident. —Counfine your attention to coarser counts‘r’

Mr. Kasturbhai.~—~We will take 20s and 30s and give for 10 or 12 varieties
such as bleached, striped shirting, longcloth, etc., for the last 5 years—
‘ These are the dimensions of cloth and these are the prices at which they
have been sold *’;

President.—Leave out the classes which are woven out of superior counts
of yarn,

Mr. Kasturbhai.—I understand. You will find from the balance sheets
of two or three mills that after the protective duties have been raised, their
profits have not appreciated.

President.—That might cut both ways.

Mr. Boag.—It might be due to mismanagement.

President.—That would lend itself to the conclusion that even on the
superior class of cloth, your organisation is so bad-that you cannot take
advantage of the protective duty.

Mr, Kasturbhai.—As regards organisation, you have seen it for yourself.

President.—Balance sheets are dangerous weapons. They cut both ways.
I shall tell you what the Bombay Millowners’ Association did. They gave
us prices of 4 or 5 classes of cloth of counts between 31s and 40s for a period
of years which suggest the conclusion that they have been able to make a
better use of the protective duty on the higher counts than on the lower
counts. If we could get some figures from you, it might help in making the
argument stronger. )

Mr, Kasturbhai.—Yes.

President.—With reference to your reply to Question 6, the point I want
to put to you is this. Supposing as a result of our investigation in this
enquiry we come to the conclusion that the need for protection is confined
to Bombay; Ahmedabad is prosperous, Cawnpore is prosperous, Calcutta is
prosperous and so on but the need for assistance is confined to the Bombay
section of the industry where it is particularly great, in that case are we
justified in suggesting to the Legislature that protection should be granted
on a general scale or a general case for protection has been established? The
Tariff Board in 1926 did not definitely commit themselves to any particular
view, but from various things they said in the course of their report I gather
they took the line that the case for protection rose entirely out of the
particular circumstances of Bombay and there was no general case for
protection. Supposing on the facts under investigation we came to the
same conclusion, on what ground are we justified in saying that a general
case for protection has been established? That is the whole issue that we
are raising in Question 6. There is one point straightaway which may bhe
made. Bombay represents in spite of the decline 40 per cent. of the total
Indian production and prices of Bombay therefore are hound to have a very
definite reaction on prices throughout the country. Supposing we withdrew
protection, Bombay, being situated in a port centre, is directly open to
external competition and as a result of that Bombav prices are depreqqed the
result would be a definite reaction on prices in other parts of the country
because Bombay still represents the higgest single centre of production.
That is one pomt that you accept?

Mr. Kasturbliai.—Yes. .

President.—The other point is this. Supposing Bombay production
declined as a result of protection being withdrawn, would that deficiency
be made up in the main by other centres of productlon like Ahmedabad or
by countries like Japan and the United Kingdom? ‘Supposing you are in a
position to meet competition even without the assistance of protection, say
with simply a revenue duty of 20 per cent., and Bombay is not in a posi-
tion to do so, the result will be that when protectlve dutles are withdrawn
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the production in Bombay will be considerably reduced. Would that.
deficiency be made up in the main by increased production at centres like
Ahmedabad, Cawnpore, etc., or would it be made up in the main from
imports from the United Kingdom and Japan?

Mr. Kasturbhai.—It goes without saying that the deficiency will be made-
up by imports from countries like Japan and United Kingdom because after
all, as far as these imports are concerned, they have the experience behind
them of past so many years. They are technically much better equipped,
as far as finer varieties of goods are concerned, than any of the Indian
concerns. Qur imports to-day are in the vicinity of 800 million yards.

President.—T understand from Mr. Arno S. Pearse that some of the
Ahmedabad mills are more efficiently organised than many other mills.

Mr. Kasturbhai—It is very good of him to pay us that compliment.
But whatever organisation we may have, with regard to machinery or the
men, you will concede that before an industry can establish itself on a sound
basis, what is most important is that it should have a grasp of the technique
and that it should have experience behind it. If America which is the home
of American cotton cannot stand in competition with Lancashire which by
importing its cotton from America used to export cotton goods to America,
it can easily be said that India is certainly in much less position to stand in
competition with Lancashire.. If I have not made myself clear, I shall
explain my point. America has been obliged to levy a heavy import duty
against imports from Lancashire merely because, though it can find its
cotton at its very door and though it is as well equipped if one may say
so—as far as technical equipment is concerned, perbaps in certain lines
America is far ahead of Lancashire—as far as cotton goods are concerned,
America could not withstand the competition from Lancashire which used to
import cotton from America, manufacture it and export it back to America.
It has been obliged, as you know, to levy a heavy import duty in order to
stop the imports from Lancashire. I submit that if the protective duty is
withdrawn, India will be faced with an enormous price reduction both in
respect of British imports and in respect of Japanese imports. As far
as Japan is concerned, you yourself have conceded that it is managing to
export its surplus in a way which baffles imagination of calculation:

President.—We will leave it at that. Now I come to the question of
freights. The suggestion that I want you to consider is that if duties at a
sufficiently high level are introduced then the Bengal mills are going to get
practically the whole of the Calcutta market in the near future and Ahmeda-
bad and Bombay will get progressively diminishing share of the market in.
Calcutta. It is based on this: if you take finer classes of goods woven out
of imported cotton Calcutta can get imported cotton cheaper than Ahmeda-
bad. Calcutta has got to bear no freights as far as the Calcutta market
is concerned and in all respects Calcutta has an advantage over Ahmedabad.
The future, therefore, under a system of import duties is not bright for
Ahmedabad?

Mr. Kasturbhai.—No one will be more pleased to see Bengal producing
and supplying its own needs—

President.—A greater part of the Indian market.

Mr. Kasturbhai.—We feel that the same remarks apply to this proposi-
tion as the remarks I made with regard to Lancashire that Lancashire by its
experience and by its technique is in a position for many years to come to
compete with the recently growing industry in other centres. Similarly we
think Ahmedabd should be able by its technique and experience to compete
in those markets.

President.—That is one way of looking at it.

Mr. Kasturbhai—As you know, India has not expanded its require-
ments of cloth for the past so many years: economic condition of the
country has remained very bad for many years but it can’t remain stagnant
for ever. Days are coming when we expect that India will be able to
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consume much larger quantities of cloth than it is consuming at present,
so that if there is an expansion of production in Calcutta or any other
centre, I dare say it will be taken up by the expanding cloth markets in
various centres,

President.—There the point is that the local market which is open to
Ahmedabad may expand but with regard to the first point you bave referred,
namely Lancashire’s advantage as a result of having been long in the field
and so on, I suggest that the real relation between Ahmedabad and Bombay
mills on the one hand and the new Calcutta mills on the other is the
relation which exists at present between Japan and Lancashire: that is to
say, the Calcutta mills being able to learn from the past mistakes committed
in Southern India are going to organise their business with further
efficiency and therefore you will be in the position of Lancashire and they
will be in the position of Japan.

Mr. Kasturbhai.—My point is this: If Lancashire is in its present posi-
tion to-day it is because of its orthodoxy and not keeping up with up-to-date
methods of production as well as marketing, If Ahmedabad mills remain
in the same state, let that end be met by them, but if Ahmedabad is at all
alive to its duties it will keep abreast of the times and will see that it does
not get into the stagnant position in which Lancashire finds itself to-day.

President.—That is all we can say about it. There was some suggestion
made to us in Bombay that the railway freights from this part of India to
Calcutta should be reconsidered. Are you making any definite proposals with
regard to that? :

Mr, Patel.—We made representations to Government and it was reduced
from Rs. 2-12-0 to Rs. 2-4-0 on the strength of our representation.

President.—If you take the most direct route what is the lowest rate that
you get from Ahmedabad to Howrah?

Mr. Patel—Rs. 2-4-0 per Bengal maund; formerly it was Rs. 2-12-0.
Ahmedabad mills subsequently began to send their goods through Bhavnagar,
thereafter it was represented to the Railway Company that if they did not
reduce the rates the traffic would be diverted to that line. Thereupon a
special rate of Rs. 2-4-0 was fixed by them. It was going to be reduced to
Rs. 1-12-0 but as I understand, the Bombay, Baroda and Central India
Railway Company intervened.

President.—It comes to about 5 pies per Ib.?P

Mr. Kasturbhai.—Yes.

President.—You have no idea what is the per-mile-maund-rate? This
is below the lowest ordinary class rate?

Mr. Kasturbhai.—We are not sure of that.

President.—What is the actual distance from Ahmedabad to Howrah?

Mr, Patei.—1,300 miles and odd.

President.—This I think is probably the lowest class rate. If it is '3 then
without waiting for a report from the Tariff Board can’t you make out a
case? Because I notice rates as low as ‘24 have been kept.

Mr. Kasturbhai—From Bombay to Caleutta they have direct competition
and therefore the rate is cheaper.

President.—The steamer route takes about 30 days?

Mr, Kasturbhai.—~Yes.

My, Shantilal.—The rate from Bombay is Rs. 1-9-9.

President.—Bombay would be 255 and you are above -36.

. Mr. Shantilal.—They are not prepared to grant us any further reduc-
tion, because we can’t produce competitive rates against this.

President.—That T think is a case for the Railway Rates Advisory Com-
mittee.

Mo, Shant_ila,l.—l saw the Traffic Manager at Calcutta. He told me that
the East Indian Railway was also a limited company and unless we could
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only produce direct competition and show that the traffic can be diverted
through another route which would result in a loss to the East Indian Rail-
way he could not move in the matter. Then we actually produced figures of
several hundreds of bales going vié Bhavnagar and then only the rate was
reduced.

President.—Who are the people you are concerned with?

2r. Shantilal.—Bombay, Baroda and Central India, Great Indian Penin-
sular and East Indian Railways. The East Indian Railway were prepared
to consider a further reduction but the Bombay, Baroda and Central India
people took objection.

Mr. Boag.—On the first page of your Appendix A you quote ratés by
rail—sea route to Madras, Calcutta and Rangoon and say that this route
is not yet in working order.

Mr. Kasturbhai—This information was obtained from the steamship
company.

Mr. Boag.—Is it likely to come into force?

Mr. Kasturbhai.—~When we addressed them that was the remark they
made. I think it was some time in June.

Mr.- Boag.—Have you ever had these rates?

Mr. Kasturbhai.—It is not the practice of our members to send goods
by sea if we can get reasonable rate by rail because what happens in the
case of the sea route is that we are not at the port and therefore in any
case we have got to go a certain distance by the rail route, for which the
rate would be high, and then transport the goods to the ship and send it to
destination. That takes much longer time and that is the most important
factor in the sale of goods. That being so we have to rely on the railways
instead of the sea route. .

President.—It is simply a question of whether this Rs. 50 a ton from
Ahmedabad to Calcutta which is considerably lower than the railway rate is
enough to compensate for the additional time taken.

Mr. Kasturbhai.—It does not pay.

Mr. Patel.—We have to pay wharfage, insurance charges and so on,
and all that make it more expensive., From Ahmedabad to Bombay it is
Rs. 1-1-5; the saving is Rs. 1-3-0 and for that we have to pay loading
and unloading, wharfage, insurance and further freight from Bombay to
Calcutta. _ ’ '

President.—These rates do not cover transhipment?

Mr, Patel—It does not. Rs. 1-1-5 is for 300 miles. If the special rate
is given for Bombay then perhaps we should be able to compete by the sea
route.

President,—Probably it is a little more than simply the question of cost
of transport: you have got to perform your. contract within the specified

time. )
Mr. Shantilal.—Yes, delivery will be late.

President.—Now I come to the question of handlooms. We have received
suggestions from a large number of individuals and associations interested
in handloom industry that the present system of protective duties has proved
a serious handicap to the handloom industry and therefore it is suggested
that the protective part of the duty on yarn should be either abolished
or considerably reduced. We are seriously considering that question and I
should -like to know very much the views of your association in the matter.
Before you answer me, let me tell you how exactly I presented the case. The
way in which I put the case to the Bombay Millowners’ Association was
that if you take the coarser- counts of yarn, say 20s and below, there the
mills are obviously at a considerable advantage in the matter of manufac-
turing costs over exporting countries for this reason that in regard to
coarser counts of either yarn or cloth the margin above the raw material
costs is relatively small: economies of large scale production are entirely
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ronfined to the margin above raw material costs and therefore where that
, margin is small to that extent the advantage to countries like Japan is
*limited. That is a. general consideration. My point therefore is that on
those counts of yarn the Indian industry requires no particular assistance.
That is confirmed by the import figures with regard to coarser counts of yarn
before 1927-28 ‘when the duty was imposed and afterwards, There is nc
perceptible difference. It appears to have made no difference to the quanti-
ties imported and therefore that general consideration seems to be sub-
stantiated by the actual figures of trade. Now, with regard to medium
counts, from what the Directors of Industries in different parts of the
country have told us we find that it is in cases of cloth manufactured from
medium counts of yarn that the handloom weaver finds it difficult to compete
with the mills, On the coarser counts he can compete precisely for this
reason that economies of large scale production in a textile mill. are rather
limited when we come to coarser counts. In regard to finer counts where
you require artistic designs there the handloom weaver is at an advantage
because it can’t get it produced by machine. Therefore it is on the medium
counts that the handloom weaver finds it difficult to compete. If on purely
general considerations of that kind we find that it is difficult for the hand-
loom weaver to produce cloth from medium counts and then on top of
that we place a handicap in the shape of additional duty on yarn we
make it difficult for him to produce this kind of cloth. The only market
for yarn produced by the Indian mills is the handloom and therefore if the
‘handloom industry is going to perish as a result of this duty on yarn
you are killing your market for yarn, therefore neither on the low counts
nor on the medium counts is there a case for retaining the duty. That
is the case for the abolition of the duty. Are you very keen that this
specific duty should be retained?

Mr. Kasturbhai.—Absolutely, and the reason is this: for one thing I
don’t suppose that any Director of Industries has got statistics in his
possession as to the number of looms that are working in different centres
on different counts of yarn.

President.—There are pretty good statistics; they are not assumptions.

Mr, Kasturbhai.—Those are assumptions derived from the figures of pro-
duction of Indian yarn and the quantity of imported yarn. As far as
Indian yarns are concerned it is not known at all as to what is the
quantity that goes into the weaving and what is the quantity that is
marketted. .

President.—If you look at Mr. Hardy’s report, page 36, that table gives
you a fairly complete statement of production of the Bombay mills-warp,
weft and reeling. Practically the whole of reeling is yarn sold to the
handloom weavers. Very little is used now. Therefore that gives you so
far as the Bombay mills are concerned, the proportion of yarn taken by the
handlooms. ;

Mr. Kasturbhai.—Bombay is only 40 per cent. of the total production in
India. It may not be taken as a guide for the total consumption figure.
Again as far as the imported yarns are concerned, as it is well known large
quantities thereof used to come to weaving mills. Up to recently there
have been more than 6 mills in Ahmedabad which had nothing but weaving
sheds which used to weave cloth from imported yarn from time to time of
finer counts. I.submit the view of my Association. What happened in
the case of the Match Industry? In the case of Matches there was a heavy
import duty for revenue purposes: What happened was as there was a
heavy duty and as there was a good deal of margin in the manufacture of
matches locally, instead of putting up a proper match factory, people went
in for small factories with practically no capital, imported splinters, imported
veneers and made or coined money in that factory at the cost of the public
at large. Similarly if you take off the duty on imported yarn because the
difference will be great, there.is no knowing that instead of helping the
handloom weaver, in any manner it may not help a small investor to put
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up 8 weaving factory, use the imported yarn and market it as the handloom
made stuff. ’

President.—I cannot give vou the details of my data, because all the
costs have been given to us in confidence, but I said to you that as far as
varns of counts 40s and below are concerned, even if the specific duty were
removed, no Indian mills speaking generally will find it worth while to
import the yarn required for use in the weaving departments of their mills.

Mr. Kasturbhai.—It is entirely wrong, because I am prepared to submit
to you figures that during the last 10 years 6 or 7 mills in Ahmedabad
consumed good quantities of yarn.

President.—Below 40s.

Mr. Kasturbhai.—Certainly 30s, 40s, 50s, but mainly 32s, 40s and 60s.

President.—Would you give me figures?

Mr. Kasturbhai.—Not only will I give you figures of yarn consumed by
the mills, but their balance sheets to show that they did well with the
imported yarn.

President.—I should like to get a statement.

Mr. Kasturbhai.—~There were half a dozen or more weaving factories in
Ahmedabad alone not to speak of other parts of India with 500 or 300 looms
which went on weaving and to-day there is ome factory—I do not know
whether it is using foreign yarn.

President.—Is it your suggestion that since the duty is levied, all these
mills which were simply weaving sheds have also begun to spin their yarn?

Mr, Kasturbhai—I1 will submit to you the names of the mills which were
mere weaving sheds for the last 8 years, were weaving cloth from imported
yarns of counts varying from 30s to 50s and which were obliged to put in
spinning plants after the import duty came in.

President.—I should like to get the figures.

Mr. Kasturbhat.—Yes.

President.—We want to know the number of mills, the quantities of yarn
used and the different counts of yarn used.

Mr. Kasturbhai!—Yes.

President.—Accepting your statement for the time being as correct,
supposing the specific duty was applicable to yarn up to 50s, but not beyond
that, would you accept that?

Mr. Kasturbhai—That is reasonable. What I submit is this that the
real remedy of the handloom weaver does mot lie in doing away with the
import duty, but by reforms in other directions.

President.—I am coming to that question later on. We have got to re-
port a finding on this question. Taking your statement for argument’s sake
to be correct, we drop the idea of abolishing the duty, but consider the
question of revising the duty in some form; suppose the specific duty on
yarn was made applicable to counts up to 50s but not above, as far as your

Association is concerned, you would accept it.
Mr. Kasturbhai.—It would perhaps meet the situation.
President.—But your preference is that the duty should be continued
on all counts of yarn, but the necessary assistance should be provided to the
handloom weaver in other forms. ]

Mr. Kasturbhai.—Yes.

President.—~What other forms?

Mr. Kasturbhai.—Take only the imported yarn, as we are dealing with
imported yarn, and let us find how to replace the imported yarn without
any handicap to the handloom weaver. I find on an average the imports
are 43 million lbs., or 40 million Ihs. To produce that 40 million lbs. of
varn is a very easy proposition for the Indian mill industry. 40 million Ibs.
of yarn whether of coarser, medium or finer counts could easily be produced
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on 450,000 spindles. It is not even 5 per cent. of the present strength
of the spinning industry in this country as such.

President.—For producing the present quantity of imported yarn?

Mr. Kasturbhai—Yes. My proposal is this: let there be a sufficient pro-
tective duty to stop the imports of foreign yarn. -

President.—~You mean the duty on yarn?

Mr. Kasturbliai.—Yes, because the real difficulty from which the hand-
loom weaver is suffering to-day is not 5 per cent. or 7 per cent. or 10
per cent. import duty, but because of the swadeshi movement, nobody is
prepared to handle the stuff or to purchase the stuff made from foreign
yarn. This is not a bogey that is being raised by Ahmedabad Millowners as
such and if you will take the trouble to get witnesses from the districts
where the handloom weaving is going on on a large scale—I know of towns
where there are as many as 5,000 Jooms running on handloom industry—those
representatives will tell you that the real difficulties that are being met with
by the handloom weaver are that because of the swadeshi movement, he
cannot market the stuff made from foreign yarn and therefore in our view
the most important factor is that the handloom weaver should be assisted not
by lowering the duty on foreign yarn but by giving him facilities to get the
mill yarn of the required counts that he wants.

President.—Supposing we accepted your suggestion and maintained the
duty on yarn at a fairly high level, so as to prevent the use of imported
yarn in this country by handloom weavers, the result of that would be that
the handloom weaver would be paying a higher price for his yarn unless
you assume that the duty is inoperative. If he pays a higher price for his
yarn, then obviously he 1s going to be in a position of greater disadvantage
because of the competition with the textile mills in this country. I had
better tell you precisely what I have in my mind. I am looking at the
question historically. Till the end of 1925 there was an excise duty in this
country. That excise duty provided a certain amount of assistance to the
handloom weaver as against the mills. That was removed in 1925 and on
top of that there is this additional handicap placed on the handloom weaver
in the shape of a duty on yarn. While therefore the Government of India
have been assisting the Textile mill industry all these 5 or 6 years, they have
been neglecting the interests of the handloom weaver and we are concerned
with the question of equities in this matter, is it right? My point is this:
if you want to place the handloom weaver 1n the same position as the mills
which he held before 1924 or 1925, it is necessary that the price that he pays
for his raw material is made. a little lower than it is now which you cannot
give if you retain this duty and certainly mot if you increase the duty.
That is how I look at it. I believe the handloom weaver has been neglected
during the past 5 or 6 years of legislation. :

Mr. Patel.—Has not the handloom industry prospered?

President.—I feel they have been unfairly treated.

Mr, Kasturbhai.—There is no difference of opinion as regards the treat-
ment to the handloom weaver. I don’t suppose there is any other section
of thehpublic which has been very fairly treated by the Government of India
as such,

President.—The mills have not been better treated than handloom weavers.

Mr. Kasturbhai.—We had to pay this 3} per cent. for 30 years in spite
of our protests. I would not like to go into the politics of that question.
What I submit is that, as you yourself say, it seems to me from the point of
view of the mill industry that the handloom weaver is the handmaid of the
mill industry as such. There are’ certain varieties of .cloth as we have
indicated in our reply which cannot be made on a power loom and which
can be easily and profitably made and marketed with a handloom. That
being so, I am in a position to submit to you a scheme whereby it will be
assisting both the handloom weaving industry and the textile industry.

President.—Are you going to begin with this point? You gave me ‘this
figure of 450,000 spindles. That point that you wish to make in that connec-
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tion, is it a very easy matter to put up the spindles required for spinning
the yarn that is now imported?

Mr. Kasturbhai.—Yes. .

President—That” will be done only if there is a sufficient duty on im-
ported yarn.

Mr. Kasturbhai.~—My point is this: in order that he may have it without
.any loss of time and have it at a competitive price in.your scheme there
should be a bounty given to those who spin and market beyond a parti-
«cular number of counts, say 30s for the handloom weaver.

President.—If there is a protective duty on yarn, the result of the bounty
would be ineffective in keeping down prices, because prices would go up to
the level of import duty. -

Mr. Kasturbhai.—If the bounty is there, naturally the internal competi-.
tion will be such that in spite of the 25 per cent. duty in the case of
Ppiece-goods, the millowner could not raise his price for the cloth. Similarly
in the case of yarn with the bounty there will be so much internal competi-
tion that the handloom weaver will get his product cheaper than he gets
it from any foreign country. The weaver who imports yarns is to-day paying
in addition to freight, commission to two or three commission houses which
will easily amount to something like 10 per cent.

President.—As far as the question of internal competition is concerned, I
«cannot accept your statement till you give me actual figures for proving
that internal competition does tend to keep prices down. I will tell you
why. I looked into the prices of coarser yarns of 20s and below. The
result of the specific duty in 1927 was to put up the prices of the coarser
counts of yarn to an extent which cannot be accounted for on the basis of
raw cotton prices. They have made use of the duty in order to put up
the prices of coarser counts of yarn. It is all very well to generalise about
internal competition, but sometimes the figures are rather staggering. If it
is a fact that, as a result of the duty in spite of the infernal competition,
you can put up prices to some extent, the man who has got to bear the
.burden is the handloom weaver and he cannot afford. From the point of
view of mational importance, I would say that the handloom weaver is of
far greater importance than the textile mill.

Mr, Kasturbhai.—There is no difference of opinion.

President.—Therefore if this duty is going to place a burden on the
‘handloom weaver, it is a serious matter for us.

Mr. Kasturbhai.~If you are diagnosing that the ills of the handlcom
‘weaver are. in the import duty, then we submit that it is a wrong diagnosis
that you are making. As has been pointed out by the Madras Director of
Industries, his ills are in the great swadeshi movement which has come over
the country and which hampers him from marketing his goods made from
the imported yarn.

President.—Let me put the other concrete case. It has been suggested
to us that there should be an excise duty and the Indian Merchants’ Chamber
object to an excise’ duty, because the name has its association. We suggest
that we would call it a cess—we don’t call it excise—a cess of one pie, two
pies or three pies per lb. of cloth—and the proceeds of that cess are
constituted as a central fund for the development of the handloom industry.
YWhat would be your Association’s objection to that?

Mr. Kasturbhai—My Association will have to consider that and submit
-a note. -

President.—You need not bother about the rate.

Mr, Kasturbhai.—1 quite appreciate the point.

President.—The idea being as a result of a handloom cess there will be
.created for the whole of India a central fund out of which allotments could
be made to the various provinces for the development of the handloom
industry. The other suggestion which has been made is, there ought to be
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some arrangement for adjusting the counts ét production as between textlle
mills and handlooms.

Mr. Kasturbhai, —As we have submitted in our replies it is an absm(l
proposition.

President.—You won’t consider that at all,

Mr. Kasturbhai.—As we have said in our replies, as far as the coarser
counts are concerned, it can easily be made out that mills should not go
into particular counts of yarn either for spinning or for weaving. That is a
feasible proposition. But to demarcate the varieties of cloth is mnext to
impossible, ‘because as you yourself have come across various varieties of
cloth, they must be ranging to the tune of about thousands and to demarcate
them and say that this variety constitutes for the handloom weaver and the
other one for the textile manufacturer will be a task which could mot be easily
undertaken,

President.—As far as you are concerned, your Association is prepared to
consider a proposal for limiting the specific dutv to yarn of 50s.

Mr. Kasturbhai.—Yes.

President.—You are prepared to put before the Association this proposal
about a cess for the development of the handloom industry. The other pro-
posals you are not prepared to consider at all?

“Mr., Kasturbhai.—They are impracticable.

 President.—The question of adjusting production that is impossible and
the question of entirely abolishing the specific duty on yarn that you
consider would be undesirable?

Mr. Kasturbhai.—Yes.

President.—May I take it with regard to limiting the duty to yarn of 50s,
you will communicate your considered views?

Mr. Kasturbhai.—Yes.

President.—There was something you wanted to tell us.

Mr. Patel.—Would it not be possible for the Government to earmark a
portion of the revenues from the import duty for the handloom industry?

President,—~You mean the protective duty. The revenues will disappear
completely. The result of this protective duty will be that the Government
of India will have to raise fresh taxes to meet the shortage.

Mr, Kasturbhai.—We are most anxious that there should not be even a
single thread of imported cotton yarn coming into this country.

President.—There was some point that you wanted to raise in connection
with artificial silk yarn.

Mr. Kasturbhai.~—As far as artificial silk yarn is concerned, we submit
that there is real silk from which the mills are manufacturing or using silk
which is of an inferior variety in the textile industry.

President.—You want a higher rate of duty on artificial silk yarn?

Mr. Kasturbhoi.—~That is so, because it is very important both from the
point of view of the handloom weaver as well as the textile manufacturer
that instead of using the foreign article he may use the genuine swadeshi
article which has to be had in abundance in this country and there is no
reason why they should not use it.

Presidend —That is to say you are looking at the question from the point
of view of the Indian Silk Industry?

Mr. Kasturbhai.—Yes, both from the point of view of the Indlan Silk
industry as well as Indian Textile industry or handloom industry as such,
because, as I say, our difficulties have been manifold.

President.—You don’t suggest that artificial sxlk yarn competes in any
sense with Indian cotton yarn?

Mr. Kasturbhai.—Jt does. .

President.—Tt is really used for borders, for definite purposes, for which
cotton yarn would not be suitable? ¢ '
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Mr. Kasturbhai—It is not merely used for borders; it is also used for
other things,

President.—That could be met by applying the duty on artificial silk
goods to silk mixtures. If you applied the duty to mixtures, would that
meet the situation?

Mr, Kasturl?ha‘i.——]ff you apply it to mixture, it will be in the woven form.
It will not be in the case of the artificial silk yarn as such.

President.—No.

Mr. Kasturbhai—If these artificial silk yarns are allowed to be imported,
then not only will the genuine silk industry suffer, but also the textile
and handloom weaving industry will suffer. -

President.—How ?

Mr. Kasturbhai.—Because of the swadeshi movement, if any manufacturer
to-day is known to manufacture a cloth with a mixture of foreign stuff, then
his goods become unmarketable.

P’resident.—They are not saleable?

Mr. Kasturbhai.—Yes. Therefore it is important that he should have the
assistance of the silk yara in such varieties where it is needed. That could
only be developed and be had cheaper if the artificial silk yarn is banned
as far as imports are concerned.

President.—If there is such a definite unwillingness to buy goods which
contain artificial silk yarn, cannot we trust to that for checking the im-
ports of artificial silk yarn? Is it necessary on top of that to have this
restriction?

Mr. Kasturbhai—If we can trust to that, then there would not be any
necessity for this Tariff Board to be sitting here to-day and considering the
question of imposing an import duty on the foreign stuff that is being im-
ported. As you know, the imports have fallen from.1,400 to 800 million
vards and this reduction has taken place not merely because of the import
duty but because of the swadeshi movement. It is because that swadeshi
epirit cannot be taken to be permanent, and there are bound to be ups
a}?d downs in the public spirit of the people, the import duties have to be
there.

President.—But 1 thought that your argument was this. If you allowed
the handloom weaver to use imported artificial silk yarn, then that placed
him in a handicap for this reason that his goods which contained artificial
silk yarn would be rendered unsaleable. '

Mr. Kasturbhai.—Yes.

President.—That is the beginning of the argument. If that is so, if it
is rendered unsaleable in the market, then obviously that is going to set
matters right by itself. Tt is unnecessary for you on top of that to have
this restriction?

Mr. Kasturbhai.—He will never take to using the genuine stuff. After all
the handloom weaver is an uneducated person and you don’t expect him to
diagnose the evils or the difficulties with  which he is faced. When he goes
to the merchant, he will say “ I don’t want to buy it’. The handloom
weaver will not be able to find out whether it is because of the foreign
mixture that is there or because of the texture not being of the kind that
is required that lLe canmnot find a sale. He will merely attribute it to
something which is an unknown entity. That being the position, it is
most important. .

President.—Your argument is stronger from the point of view of the
interests of the Indian silk industry.

Mr. Kasturbhai.—If you look at it, the argument is stronger from the
reaction of the Indian silk industry, and I submit that it will help the
textile industry and the handloom industry to considerable extent if the silk
industry prospers. If we can get the genuine stuff cheaper than the artificial
silk yarn, we will be using the genuine stuff. Is it not open to us to find
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out what our requirements are? We find that our requirement is some-
substitute with which we can replace the artificial silk yara.

President.—1 believe this is precisely one of the grounds on which the:
Mysore Silk Industry is seeking assistance?

Mr. Kasturbhai.~—~As a matter of fact some of the mills in Ahmedabad.
have been experimenting with the genuine silk as such, because they
would not agree to use artificial silk yarn. They are handicapped because-
of the price. i
. President.—I wonder if your Association can give us reliable figures.
in regard to the quantity of handspun yarn in the country?

Mr, Kasturbhai.—I don’t suppose there will be any authority which will be-
able to give you that information.

President.—~We have been trying hard to get some figures.

Mr. Kasturbhai~—It may be said that it has extended considerably during.
the last two years?

President.—There is a conventional figure of 50 million pounds which is-
given in the reports. _

Mr. Kasturbhai.—700 or 750 thousand bales have been adopted in many
reports for the last so many years.

President.—50 million lbs. is derived out of 750 thousand bales. 750¢
thousand bales is the quantity of cotton used for non-textile purposes.

Mr. Kasturbhai.—Yes, including the manufacture of handspun yarn.

President.—It is very difficult to calculate from that?

Mr. Kasturbhai~—As far as the stuffing purpose is concerned............

President.—If you multiply it by 400, what do you get? You get
300,000,000 lbs. The usual figure is 50,000,000 lbs. I do not know what is
the basis of that figyre.

Mr. Kasturbhai.—~That guantity cannot go in hand spinning.

President.—Much the greater quantity. of it is used for various other
purposes. : ’

Mr. Kasturbhai,—If we get statistics from the ginning factories, of the
cotton produced, it would be easier to calculate the probable quantity that
is being used for purposes like hand spinning. )

President.—Your Association has never tried to estimate it?

Mr. Kasturbhai.—No,

President.—I am afraid there are a great many things which are really
within your possibility but which you suppose are outside. Have you really
applied your minds to this question of estimating the amount of yarn? Why
don't you get hold of a young economist and ask him to do the research? It
is a sort of thing that I would expect a body like the Ahmedabad Mill-
owners’ Association to do. He can go and visit the representative centres.

Mr. Kasturbhai.—It will only be possible if the statistics that are being
called upon by the Government of India are reliable. As long "as these
statistics are not reliable, I do not know what purpose will be served by
doing what you suggest.

President.—When they are not reliable, voluntary associations ought to-
supplement.

M. Kasturbhai.—How can they do it? I doubt whether the Indian:
Central Cotton Committee are getting figures of cotton ginned from all the-
factories in India. If a statutory body like the Indian Central Cotton Com-
mittee is not in a position to get the figures that are required, I doubt very
much whether any private Association or public Association as such, can
get hold of figures.

President.—Governments are, as you know, distracted bodies. They find it-
difficult to concentrate.

Mr. Kasturbhai.—As far as Indian statistics are concerned, we are lagging;
very much behind. It is most important to have up-to-date statistics.
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President.—I should like to know precisely, with regard to the impor¢
duty on raw cotton, whether you are prepared to accept the Indian Central
Cotton Committee’s suggestion?

Mr. Kasturbhai.—Yes,

President.—That is up to one inch in length?

Mr. Kasturbhai.—If you merely put down one inch, then what about the-
East African cotton which is being imported into this country on a very
extensive scale?

President.—Some of it may be one inch or below?

AMr. Kasturbhai.—It has deteriorated in staple from year to year.

President. —Therefore you would distinguish between countries of origin.

Mr. Kasturbhai.—Yes, or bring down the staple to the staple that is in
competition with the Indian cotton.

President.—I do not know if there is an Indo-American Trade Convention #

Mr. Kasturbhai.—No, there is none to our knowledge.

President.—The questions relating to costs I do not want to discuss
in a public sitting. We propose to discuss them to-morrow in an in camera
sitting. So I propose to discuss the later questions from 25. There is
just one point before we adjourn, that is with regard to hosiery yarn. The
Hosiery Industry has definitely put in an application for assistance and the
ground on which we can make out a case for assisting the hosiery industry
is that it is an industry which uses semi-finished material produced by a
protected industry. If your industry is protected, then as the yarn is pro-
duced by a protected industry, to find an increased outlet for products made
by a protected industry is a logical thing to do because it helps the cause
of protection?

Mr. Kasturbhai.—Yes.

President.—From that point of view, to what extent are your mills in a
position to supply the hosiery yarn?

Mr. Kasturbhai.—As far as some hosiery factories are concerned in.
Ahmedabad and round about Ahmedabad, they have their own spinning
plant from which they get their yarn because their requirements are bound
to vary from time to time.

President.—1 suppose that the only difference in the case of hosiery yarn:
is that it has to be wound on a cone?

Mr. Kasturbhai.—That is an easy matter,

President.—Is there any other difference?

Mr. Kosturbhai.—The difficulty is twist and the quahty of cotton that is
used for hosiery yarn.

President.—Supposing a hosiery factory wants 30 counts, apart from the
fact that yarn is wound on a cone, is there anything in the intrinsic quality
that makes a difference?

Mr. Kasturbhai.—The amount of twist.

President.—What is the difference in the twist?

Mr. Kasturbhai.~—There must be less twist and strength must be much
greater. It is generally made from superior mixings.

President.—If as a result of protecting the bosiery industry there is a
definite market in this country, say, for 10 million Ibs. of hosiery yarn, it
would be worth while for you to consider the question of making 1t?

AMr. Kasturbhai.—Certainly. We are most anxious not only to supply the
hosiery industry but also tbe handloom industry. The only question is
whether such a spinning concern which may be put up, can see its way tor
make both ends meet.

President.—One of the difficulties of the hosiery industry is precisely this:
yarn. They have to pay the duty They are up against a severe competi-
tion just now from Japan and in this recent enquiry—the emergent enquiry—
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we have not been able to assist” them because their goods are outside our
terms of reference. I am worried about this question of duty on yarn also
from their point of view. In my opinion, it is a very promising cottage
industry ?

Mr, Kastwrbhal.—'l‘here is no reason why India should not produce all
‘the hosiery goods that she wants.

President.—The bulk of the hosiery yarn is 30s to 40s. Don’t you think
that we can altogether remove the duty on yarn? Would you like to think it
-over?

Mr. Kasturbhai.—From the national point of view, it is most important
‘that not a pound of yarn should be allowed to enter into this country and
whatever sacrifice may be demanded we are prepared to make.

President.—If your industry were in a sufficiently organised position to
tell us that the manufacturers would not put up prices if there was a
protective duty on yarn, then the position would be different. But you will
put up prices.

Mr. Shantilal. —The moment the supply is greater than the demand, the
prices are bound to come down.

President ~—It may take 15 years.

Mr. Kasturbhai.—The amount of imported yarn is so small that it only
forms 4 or 5 per cent. of the capacity of the total number of spindles in the
spinning mills which can easily be increased in a year’s time or at the most
two.

President.—You would not like to put this point before your Association
and consider it again? ]

Mr. Kasturbhai.—No. We feel very strongly that it is most important.

President.—The trouble is that the Tariff Board feels equally strongly the
other way. I should like you to place such suggestions as may strike your
Association before the Board.

Mr. Kasturbhai.~What I subm’t is that even if you assist the handloom
weaver or the hosiery manufacturer by taking off the duty and allowing him
to make use of the imported yarn, he will immediately come against the
ban of foreign made article and will mot be able to market his goods
successfully.

President.—As far as the hosiery manufactures are concelued we have
had various representations from various Hosiery Associations in this country
and none of them has told us that the use of the imported hosiery yarn
has made their goods unsaleable.

Mr. Kasturbhai.~That is so up to now, but who knows there may not be a
movement to stop the use of imported yarn?

President.—It will be time to consider the situation then. Now we come
to your answer to question 27. Your opinion of a reasonably economical size
for a combined spinning and weaving mill is 25,000 spindles and 600 looms
and that is taking a little over 40 spindles te a loom?

-Mr, Kasturbhai.—Yes,

President.—Are you allowing for any surplus spindle capacity or are
you assuming that all the yarn produced in the mill is woven into cloth?

Mr. Kasturbhai.—It all depends on the width of looms and spinning pro-
duction from mill to mill. Spinning production is bound to differ accord-
ing to the cotton used and also as regards weaving capacity according to the
width of loom and attachment of dobby or drop box.

President.—I want to know what are precisely the factoxs that you have

taken into account in basing your estimate?

Mr, Kasturbhai.—That is an approximate.

President.—I thought that probably your reason for fixing the spindlage
per loom at a little over 40 is that you assumed that your mill would be
engaged in the production of cloth of medium and finer counts.
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AMr. Kasturbhai.—No.

Mr. Nhantilal—~We have stated 20s and 80s.

President.—1 assumed if it was 20s we might take an average spindling of
30s, but if it was 3Us or above we must take some figure above 40s.

Mr, Kusturbhai.—As I said, loom or spindle is likely to differ due to the
variation in the width of loom or cotton used in spinning. This size of
25,000 spindles and 600 looms has been fixed on the basis that the mill’
will have some margin for changing over from coarser counts to medium
counts, that is, from 20s to 30s and 30s to 40s if necessary.

President.~In the main the mills that you have in view will be engaged
in the production of cloth ranging from 20s to 30s? °

Mr, Kasturbhai.—Yes.

DI'resident.—There would, at the same time, be a margin for weaving
higher counts if it became necessary?

Mr. Kasturbhai.~That is so. At the time while laying down a mill one
has to consider whether it is going in for medium or coarser qualities of
cloth and the quantity of cloth they are going to produce.

* President.—If the demand for higher counts happened to increase it would
be necessary to provide for more spindles?

Mr, Kasturbhai~Yes.

President.—On the figures that you have given here may I take it that the
total production of cloth that you estimate for a mill of this size is about
2,700,000 Ibs.?

Mr. Kasturbhai.—It will depend entirely, as I said, on the counts spun.

President.—I must commit you to a particular figure because you have
given 9,000 lbs. Whatever the assumption, you have to stick to 9,000 lbs.
In that case may I assume 300 working days in the year? that means 27 lakhs
of pounds. :

Mr, Kasturbhai.—That is so.

President.—The total capitalisation that you give is Rs. 24,75,000. That
does not include working capital?

Mr. Kasturbhai.—That is right.

President.~—If you have a capitalisation of 24-75 lakhs and a total produc-
tion of 27 lakhs lbs., may I take it that your idea of capitalisation is about
14 annas per pound of cloth?

Mr. Kasturbhai—Yes, it works out to that.

President.—We have figures given to us by the Bombay Millowners’
Association and their estimate works out to about Rs. 46 lakhs and their
total production of cloth is 28} lakhs of pounds. Taking their figures 1 get
an approximate ecapitalisation of a rupee and half per. pound of cloth
whereas your figures work out to 14 annas per pound. You are basing your
figures on 20s and 30s and- they are basing their figures on 30s and 40s.
Allowing for that difference in the plant and machinery required for 20s
and 80s as compared to 30s and 40s would you accept the difference between
Re. 18 and As. 14 as normal?

Mr. Kasturbhai.—That will have to be worked out. After all the differ-
ence comes in because of the coarser and finer counts. If the deficiency
works out at such a high figure it is because there “is less production in
finer counts than in coarser counts.

President.—We told the Bombay Millowners’ Association definitely to,give
us a capital estimate for a mill of economic size producing 30s to 40s. You
will admit that if we are going to continue protection hereafter it would
be definitely on the basis that the industry must be iu. a position to capture
that part of the market which is now catered for by imports and those im-
ports generally are imports of finer counts. Theyefore, we have got to base
our figures on a capitalisation required for higher counts so that your
figures have got to be translated into terms of 80s and 40s counts. I should
like you to re-comsider it.



110 .

Mr. Kasturbhai.—We shall prepare an estimate for 30s and 40s counts
for that size of mill and submit it to you later.

President.—If you are going to estimate your capital charges for the pur-
pose of protection you must base that on a capitalisation for higher counts.

Mr. Shantilal.—In the Bombay figures they have included Rs. 3 lakhs
for land and Rs. 8 lakhs for dyeing and bleaching; we have not added these
so -that will make a difference. )

President.—Let us take these figures out. If you take these two figures
out their capitalisation would come down to Rs. 40 lakhs.

Mr. Shantilal.—Yes, then you can compare.

President.—You don’t want to give your opinion now whether their 40
lakhs would approximately correspond to your 25 lakhs?

Mr. Kasturbhai.—We shall make our statement on that basis,
President.—I hope you will make your estimate entirely independent of
the Bombay estimate. :

My, Kasturbhai.—Entirely.

President.—They give 1,000 looms as the normal economic size; you give
600 looms. That makes a little difference and I should like to be in a posi-.
tion to make up our minds on this question. If you take the average mill
capacity of the Bombay mills now and strike an average that comes to
1,000 looms; am I justified in thinking that if you strike a similar average
for Ahmedabad, the average will come.to 600?

Mr. Kasturbhai.—It comes to" 560.

President.—It will be roughly 600; that is rather a big difference. This
is a matter in respect of which we as a body of laymen are ‘entirely in the
hands of the industry. But the difference between 600 and 1,000 is rather
considerable and we would like you to consider it more fully and state your
views on this question.

Mr, Kasturbhai.—The position is this: with reference to the bigger or
smaller size of mills the difference that will come in will be in the overhead
charges, that is to say, as far as the workers are concerned the number will
be exactly in proportion to the number of looms or spindles that there may
be in a particular mill.

President.—I should like to put it rather differently. The way in which
costs are estimated in textile mills, the labour cost, say, per lcom or the
labour cost per certain number of spindles would be more or less the same,
whatever the number of looms or number of spindles. Am T right?

Mr. Kasturbhai.—Yes.

President.—Therefore as far as that is concerned there is going to be no
reduction per unit of cloth; as far as materials are concerned there is going
to be no difference—

Mr, Kasturbhai.—As far as interest charges are concerned there would be
no difference; as far as power charges are concerned there would be no
difference.

President.—I am not so sure about that. I will tell you why. As far as
interest charges, insurance charges, supervision and office establishment are
concerned—

Mr. Kasturbhai.—That I am keeping separate.

President.—I do not know exactly how you allocate your overheads. - The
way I have understood it is this: you take your total interest charges and
your total insurance charges over the whole factory in a particular period,
say a year: you divide that among the number of looms so that it works out
to so much per loom. Is that right? )

Mr. Kasturbhai.—Yes.

President.—If you are able to waive a larger quantity of cloth per loom,
if the count of cloth i=msuch............
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Mr, Kasturbhai.—For cloth T won’t be able to weave a larger quantity
per loom; the quantity woven will be the same. The only difference that
<an come into play is the supervision and establishment charges, but barring
that item there cannot be any difference between a smaller sized mill and a
bigger sized mill in the proportion of 25,000 spindles and 40,000 spindles.

President.—Suppose you were considering the question of insuring your
mill and you went to an insurance company, if your mill was a mill with
600 looms and supposing there was another mill with 1,000 looms.

Mr, Kasturbhai.—There will be a difference of not even one per cent.
‘The same rates will have to be paid and are being paid to-day for a mill of
50,000 spindles. - After all you insure your block.

President —Supposing you had a mill of 600 looms and you go to an
insurance man; he allows you, let us say for argument’s sake, Rs. 5,000
premium; if your mill consisted of 1,000 looms is it your suggestion that you
will be able to insure it for Rs. 5,000?

Mr. Kusturbhai.—No. T would have to pay proportionately. What we
do is this. We insure our machinery, buildings and process. Machinery and
buildings will cost Rs. 25 lakhs in one case and Rs. 40 lakhs in the other
case, so insurance will have to be taken as far as the block is concerned on
25 lakhs in one case and 40 lakhs in the other case. Insurance has got to
be paid so much per 100—} per cent. or 4 per cent.—so it goes up pro rata.
It works out in the same ratio. Similarly with regard to interest, working
capital and everything it is in the same proportion, and as I said the
difference in the cost will not come in anything else but supervision and
establishment charges. .

President.~—~May I put it the other way: why not make it 300 looms?

Mr. Kasturbhai.—Then the unit will be much smaller and the supervi-
sion charges will work out at a much higher ratio. If I am engaging,, say,
one head jobber drawing Rs. 150 for 30,000 spindles, even if I have only
10,000 spindles I have got to pay him Rs. 150. If the unit becomes small
supervision charges become higher. Apart from that take power: if I
have a reasonably proper plant them my costs will rise up or come down in
proportion. Tf the plant is smaller the cost of power will be considerably
‘higher: a smaller unit also costs more to operate.

President.—Therefore the power charges on a 1,000 loom plant will be
lower.

Mr. Kasturbhai.—Not necessarily. If you have got a plant of 25,000
spindles and. 600 looms you will still be in a position to have a plant v;vhxéh
can operate 40,000 spindles and 1,000 looms and it will work a mill of
95,000 spindles and 1,000 looms as economically as it will in the case of the
fullest load. T have recently purchased a plant in which the unit is 1,800
B.H.P. It will consume 82 of steam: at 900 it will go up to, say, 9, but
at 1,200 to 1,300 B.H.P it will come to only 84. I will give you the exact
figures.

President.—I should like to get these: it would be very interesting.

Mr. Kasturbhai.—You want the consumption of power per loom per
different plant per horse power?

President.—What T was thinking of is this: you take a plant of 400
looms, another mill of 600 looms and another mill of 1,000 looms and then
you give me the charges required for a power plant corresponding to each
-of these.:

AMr. Kasturbhai.—What I am submitting is this, that the power plant in
the case of 25,000 spindles mill can work up to 40,000 spindles just as our
Secretary explained it to you. The position is this that in Ahmedabad the
system is that we start with a small unit and then we slowly increase as we
find the finance and find the market. That being the position we cannot
throw over the power plant and replace the power plant, because it is the
most difficult job. Once the power plant is _mstalleq, it must be there for
a number of years. Therefore what we do is that if we are starting with
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25,000 spindles and 600 looms, we buy with a margin of 25 to 30 per cent.
That has been done in the case of Aruna mills.

President.—You leave a margin?

_ Mr. Kasturbhai.—Yes. We find actually from our experience that there
is no loss of power which will work out for so many thousand spindles and
looms a year. '

President.—You mean there is no loss on account of power if you are
working on a smaller number of looms.

Mr. Kasturbhai.—The loss is there, but it is small. I will give you th
figure, 8-2 per lb. and 8:4 per 1b. gve y e

President.—The difference in looms in the two cases.

Mr. Kasturbhai.—The difference in horse power, the steam consumption
per horse power. :

President.—These two figures relate to what capacity?

Mr. Kasturbhai.—I am working 1,800 B.H.P. My consumption will be 8-4.
If I am working only 900, my consumption will go up.

DPresident.—That is the sort of figures I want.

Mr. Kasturbhai.—Yes.

President.—You know the difficulty I am trying to put.

_Mr, Kasturbhai.—My point is this: as far as the size of the mill is con-
cerned it is immaterial whether it is 25,600 or 40,000. As far as the rest of
the charges are concerned they will rise or fall exactly in proportion to the
size of the mill. The only difference that will have to be accounted for will
be in the supervision charges and in the establishment charges. Have I
made myself clear? :

President.—I think I understand the position with regard to supervision,
establishment and insurance charges, but still there is a question as far as
power is concerned. I understand your position to be this. There is a
certain minimum capacity which is 600. If. you increase your capacity to
more than 600, 800, 900 or 1,000, then what you save in respect of power is
on the whole a negligible factor as compared with your expenditure on
power on 600 looms. On the other hand supposing your capacity was less
than 600, say 300, then the increase in expenditure on power will be consider-
ably greater than what it would be on 1,000 looms.

Mr. Kasturbhai.—Yes.

President.~I would like you to illustrate it by actual figures.

Mr. Kasturbhai.—I will send you the figures.

President.—With regard to question 29 about depreciation I understand
you would like us to recommend that special rates of depreciation should
be allowed for double shift working.

Mr. Kasturbhai.—Yes.

President.—That I think is a matter between you and the Central Board
of Revenue. As far as we are concerned our primary concern is for the
purpose of protection to allow you a fair selling price which makes a reason-
able allowance for depreciation charges. That is what we are concerned with.

Mr. Kasturbhai.—Yes.

President.—If we calculate depreciation on single shift rate not per-mill,
but per unit of cloth whether there is a special rate for double shift or not,
you are safeguarded, isn’t that so? It is unnecessary for us to go into that
question as far as we are concerned. Do you agree?

Mr. Kasturbhai.—It is all right. Your main concern is to protect the
industry. At the same time it is your concern that the consumer should be
protected. If the mills are allowed to work double shift by making this
allowance, then there will be more cloth on the market and th_erefore the
consumer will not stand a chance of the mills taking at all any h_lgher price.
That being the position it is very essential that the depreciation allowed
for the night shift should be recommended by the Tariff Board.
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President.—1f we gave you single rate of depreciation per unit of cloth,
.and on every Ib. of cloth that you sell you realise a rate of depreciation
corresponding to the single shift rate, then whether the Income-tax Depart-
ment grants you sufficient allowance or not, you will be able to cover your
charge under depreciation.

Mr. Kasturbhai.—For single shift it would be all right. For double shift
we won't be able to cover.

President.—I will tell you how I am looking at it. Let us assume a
capitalisation of Rs. 100 for 50 lbs. of cloth.

President.—Let us take a flat rate for the time being of 4 per cent.,
single shift rate on the whole block. That is to say you will be allowed
Rs. 4 on single shift rate for 50 lbs. of cloth. That would be 4/50 per 1b.
of cloth. You would like to have the double shift rate, exactly double of
that, that is to say Rs, 8. Your output increases to 100 lbs. On our cal-
culation you would get per unit of cloth Rs. 8. What you require is 8/100
which is exactly 4/50.

Mr. Kasturbhai.—But then because of the double shift working there
will be more cloth on the market and therefore the price at which the
consumer can buy is bound to be cheaper. If you keep the position of the
mills as it is under the present law, then there is little incentive to the
millowners to work a double shift.

President.—You are not going to undertake double shift production unless
there is sufficient market for it. At present there are about 800 million
vards imported into this country. We want to rule this out and give the
Indian niills a chance of working up to its capacity. If you undertake
double shift productjon, you are undertaking it for the purpose of raising
your production to the level indicated by the imports.

Mr. Kasturbhai.—Yes.

President.—Therefore there won’t be overproduction. There is no question
of being able to lower the prices in the interests of the consumer. I don't
think the consumer comes in very much. .

Mr., Kasturbhai.—Why not?

President.—Because you are producing only ‘such an amount as would be
required in the existing market conditions.

" Mr. Kasturbhai.—We are at present producing 3,000 million yards.

President.—If you get protection you will raise it to 4,000 million yards,
so that there is no overproduction. You are simply taking the place of
imports.

Mr. Kasturbhai.—Why not? Instead of 4,000 million yards, if we begin to
produce 4,500 million yards, would not the consumer come into play?

President.—If you produce more than 4,000, more than the market is pre-
pared to absorb, then my suggestion to you is if you do it on that basis,
you throw away the protective duty.

Mr. Kasturbhai.—That is true.

President.—If you are going to overproduce, the result will be you will
cut each other’s throat to such an extent as to make the protective duty
inoperative. :

Mr. Kasturbhai.—As we have stated in our replies, we look at it from
this point of view, that the industry must be efficiently run and if there be
overproduction the result will be that weaker concerns will stop. The posi-
tion will be that those which are inefficient concerns will have to go to
the wall and the country will get the cloth at the price which it is entitled
to. )

President.—Even from that point of view, if you increase your production
it is either because the imports have been ruled out or because inefficient
mills have been ruled out. In either case you are p_rod}:cing what the country
requires and if as a result of the lack of organisation among the Indian
testile mills there is production in excess of what the market requires, I
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suppose it is in a sense a short-sighted policy. It is an advantage to the-
consumer, but in the long run it is not. The only way in which the consumer
can be benefited under this system is by your being able to reduce the costs
but not being able to cut one another’s throat,

Mr. Kasturbhai.—That is true. My point of view is that, that the pro-
gress which has been made in the line of machinery is so great in recent years-
that it is very important and desirable that the Millowners or the Managers
should be able to throw out their old machinery as fast as they can. If I
can afford to throw out my machinery installed in 1923, T would only be too
willing to have it done because the progress that has been made is so great
in the textile industry particularly, that it doesn’t pay to stick on to the
old machines. That could only be done if the fullest advantage is taken of
the machinery that has been installed and the fullest advantage of the
machinery that has been installed could only be taken if it is allowed to-
work two shifts instead of one ’shift.

President.—You don’t think on our method of calculation you would be
safeguarded. Supposing we allowed you single shift depreciation on every
Ib. of cloth that you sell in the market, then your realisation will cover all -
your reasonable charges under depreciation.

Mr. Kasturbhai.—That is so. As I have been saying if Japan has made-
its advance............

President.—There I agree with you. I don’t want to dispute that proposi--
tion. Supposing we based our estimated cost of production on 30s to 40s?

Mr. Kasturbhai.—We will have to classify.

President.—We base our duty on what it costs you to produce 30s to 40s.
and we apply that to all your counts? i

Mr. Kasturbhai.~It would be an injustice to those spinning higher-
counts and also to those spinning lower counts.

President.—It won’t be an injustice to higher counts people but to lower
counts people. By means of internal competition your lower counts would
remain low in price. On that you are going to give us figures. As far as the
oth®r question is concerned, the Central Board of Revenue has given a
definite ruling and I have not been able to get facts which I could produce to
counteract. . .

Mr. Kasturbhai.—The position is this, that we wrote to the Japanese Consul’
and we got a statement from him that the depreciation allowed in Japanese
mills is 7§ per cent.

President.—On double shift.?

Mr. Kasturbhai.~Whether it is double shift or single shift, it is 7} per-
cent. on textile machinery. .

President.—That is a point which I am not able to understand. Look-
ing into the income-tax rate of depreciation, for practically every other in-
dustry that we have inguired into, the rate without any exception is 7} per-
cent. I don’t understand why on the textile machinery depreciation should be
charged at 5 per cent.

Mr. Kasturbhai.—It was all very well in the old time when it was
considered that stouter the machinery the longer it lasts, but the rules of
economy have undergone a complete change of late years, and it is a
paying proposition for a mill agent to throw off his old machinery as soon
as he can afford. I would like to throw off the machinery which I had pur--
chased 4 or 5 years ago, because in working out my cost of production 1t:
will pay me. .

President.—What the rates of depreciation do not allow for is obsolescence.

Mr. Kasturbhai—~Though they say they do allow for obsolescence they are-
not actually doing it in practice.

President.—Most of the Associations from whom we have received repres-
sentations seem to be satisfied with the rates of depreciation.

Mr. Kasturbhai.—They are satisfied P
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President.—Yes,

Mr. Kasturbhai.—They may be, because they may not Le in the same
‘position to work double shift.

President.—In the face of that admission from the majority of manufac-
'tu{e: in this country I am not prepared to make any suggestion on that
point.

President.—1 come to the question of working capital, questions 30 and 31.
‘Can you tell me approximately what is the proportion of working capital
locked up in your industry? I will tell you precisely what my point is.

Mr. Kasturbhai.—Block is Rs. 15 crores.

President.—Not with reference to the block mccount. The whole purpose
-of working capital is to provide finance against your works expenditure.

Mr. Kasturbhai.—Yes.

President.—There is a constant flow. You must have finance to meet them.
You don’t want working capital for the purpose of meeting depreciation?

Mr. Kasturbhai.—No.

President.—If you take the total works expenditure of a mill in Ahmedabad,
supposing for example the total works expenditure is about Rs. 15 lakhs on
raw cotton, stores, etc., and if I suggest that about half of that is the average
amou'nt9 of working capital that will be required, would I be more or less
correct ?

Mr. Kasturbhai.—If my turnover during the year in a particular mill
is Rs. 36 lakhs, I should not be requiring more than Rs. 9 to Rs. 12 lakhs
as working capital.

President.—That is very interesting. I will tell you why I consider that
as very interesting. I consider that a very good test of the efficiency of
current management of a mill is the proportion of working capital to the
‘mill’s total works expenditure and the lowest figure that I have been able to
get is somewhere little more than half, between 50 to 60 per cent. of the
works expenditure. We have enquired into various industries and often they
asked us for 75 per cent. of the works expenditure in a year. In the one
case they asked for 100 per cent. As a result of varied experience we mow
apply 50 per cent. of the year’s expenditure. That we consider a normally
reasonable rate in India. If you are able to do it on 25 per cent. or 30 per
cent., T should say it reflects great credit. I think that is the rate that we
.ought to apply in fixing our fair selling price for the industry. If your total
‘works expenditure is Rs. 15 lakhs in allowing you for the interest on working
-capital in the fair selling price, we calculaté the interest on the working
-capital of one-third of Rs. 15 lakhs. That, as far as Ahmedabad is con-
«cerned, would suffice.

Mr. Kasturbhai.—Certainly.

President.—There has been a great deal said about the extent to which
the Ahmedabad mill industry finances its capital expenditure by means of
short term funds and X should like very much to know the views of the
Association. I will tell you precisely what I have heard about it and what
I have been able to get by the examination of published statistics. The
Banking Enquiry Committee has a statement of figures showing the propor-
tions in which various kinds of funds are used by the Ahmedabad Millowners.

Mr. Kasturbhai.—Yes.

President —From those proportions those figures were collected for about
56 mills. 24 per cent. of the capital was loaned by the Managing Agents; 4
_per cent. was loaned by banks; 39 per cent. by public deposits, 32 per cent.
by share capital and 1 per cent. by debentures. Those figures are more or less
"correct. On these figzures taking vour capitalisation and your working capital
on the basis you have suggested if a mill were financed on that basis in
respect of fixed capital expenditure and working capital expenditure, on thess
figures I should say about 50 per cent. of your capital is provided by short
term funds. That is correct.
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Mr. Kasturbhai.—Yes.

President.—That theoretically is considered a very unsatisfactory arrange--
ment because short term funds by their very nature are capable of being re~
called, whereas capital expenditure has to be incurred over a long period
or returns on them have to be spread over a long period and therefore there-
is a lack of balance.

Mr. Kasturbhai.—We agree that it is not a desirable way of financing the-
industry, but I beg to differ with you in this that it is not correct to say that

. the finance employed is all short term loans because even if you refer to the
Banking circle you will find that the deposits that they take for a year and:
over are termed as *‘ long term deposits ’. As far as the question of financing
the Ahmedabad mill industry is concerned, except in rare cases here and
there, practically 95 or 98 per cent. of the mills are financed by yearly deposits.
These yearly deposits are taken not at a particular period but all the year
round.

President.—Is the deposit placed with the Company for a year and then
renewed? Is that the position?

Mr. Kasturbhai.—Yes. 1Ii is not a short term loan as it is termed because
even in the Banking circle, loans which are of a longer duration than six.
months are termed as *‘ long term .

DPresident.—That is simply a matter of terminology.

Mr. Kasturbhai.—Apart from that, as I say, these deposits are for yearly
periods generally speaking; that is to say, they run for full 12 months and
they are taken all the year round, so that if any Company is in difficulties
and funds begin to be withdrawn, the Company does not get a notice of a
week or a fortnight or a month but practically gets 6, 8 or 9 months to
arrange for finance and to settle upon a fixed basis.

President.—Would you say as a statement of the normal position that the-
Company would get on an average 6 months’ notice?

Mr. Kasturbhai.—No. I am only pointing out that the deposits are
placed with the Company at various periods during the year, Every day of
the year, the Company will receive big or small deposits.

Mr. Shantilal.—Day to day the deposits are accepted and day to day they-
mature, I may say that if the Company is in difficulties, the Agent will get
notice from the first drawer, then from the second and so on. He will find
that everybody is withdrawing the money. Because all the deposits are not
due on any particular date, he will be able to manage from other sources.

Dresident.—They are not lump deposits?

Mr. Kasturbhai.—No. The Company will be in a much worse position
if it had to go to a Bank. If it had been obliged to go to a Bank, very
naturally and very probably, the entire loan would be due on one particular
date—2, 3 or 5 lakhs or whatever the amount may be. Even if the Bank were
to give three months’ notice, the Agent will find it certainly ten times
more difficult to find the money than under the system of deposits. In spite
of that—it is my personal opinion—I agree entirely with you that it is not
the soundest system of financing the mills. But as far as Ahmedabad is
concerned, it has stood the test of time during the last 30 or 40 years and
if the Agents are as vigilant as they have been in the past, there is no reason
why it should not continue in the future.

DP'resident.—In the absence of a regular system of industrial finance,
probably the best system that can be arranged under present conditions is the
system that you have been used to. Is that your position?

Mr. Kasturbhai.—Not only that, but I will have to tell you more when
vou proceed further with the managing agency system. You will find that
the confidence in the mills is not derived merely from the status of the Com-
pany but considerably derived from the honesty and integrity of the mill
agent. That being so, as long as that is not impaired, there is no reason why
it should not continue,

President.—These deposits are placed with the Mill Company?
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My. Kasturbhai.—Yes. The Mill Company receives deposits which are
-generally speaking for a year.

President.—What precisely is it that attracts deposits to a Mill Company?
“Which is the more important factor—is it the earning capacity of the Mill
Company or is it the personal credit of the managing agent?

Mr, Kasturbhai.—There could not be any individual distinction like that.
The Ahmedabad depositor is much more shrewd than the depositor in any
other part of the world. I am not paying him any idle compliment when
I say that he is always shrewd. As I stated in my evidence before the
Banking Enquiry Committee, even though there were two serious crashes
in the year 1923 when three or four mills were liquidated, the deposits of
none of the other mills were affected in the least—not because every one was
in a position to pay but because the Ahmedabad depositor generally—and
the depositor in Ahmedabad Mills particularly—recognised that those con-
cerns which had failed or those managing agents who had failed had very
little to do in common with the rest of the Mill Agents. The deposits are
renewed as I said on the integrity and honesty of the Managing Agents.

President.—What is the general position in Ahmedabad? I will raise
that question later. Does the managing agent in Ahmedabad control as
many mills as he does in Bombay or is the number of mills under a single
managipg agent smaller in Ahmedabad than in Bombay?

Mr. Kasturbhai.—That is a difficult question to answer.

President—Supposing you put it simply on the basis of arithmetical
average? If you took the number of managing agents and also the number
of mills and divided one by the other, what you get as the result would be
higher or lower here than the corresponding figure in Bombay?

Mr. Kasturbhai.—I have not tried it.

President.—You can do it now.

Mr. Kasturbhai.—Yes.

President.—Can we do it? .

Mr. Kasturbhai.—But the position in Ahmedabad is this. A Mill Agent
in Ahmedabad will not take up a burden which he cannot carry. If my
finance will not allow me to take up more than 3 concerns, I will be too
cautious' before I think of the fourth, That is exactly the position in
Ahmedabad. Before I launch out another concern I will make it absolutely
sure that the finances regarding my three existing concerns are absolutely
on the pucca basis, that is to say, no extra burden is taken over by the
Ahmedabad Mill Agent than he can carry easily. That has been the position
up to now.

President,—If the number of mills under a managing agent in Ahm.edabad
is not more than two or three mills, then obviously the extent to which you
can commit yourself is very much less. .

Mr. Kasturbhai.—The Ahmedabad mill agent has no other iron in the
fire like the managing agents in some other parts of India. .

President.—After all, in Bombay, too, although they have many irons in
the fire, all these irons are textile irons?

Mr. Kasturbhai.—Not necessarily.

President.—Tt is not like Bengal where they have Jute and Iron.

Mr. Kasturbhai.—I don’t like to name them. There are concerns which
are interested in other industries. . )

President.—After all, the only industry in Western India is the textile
mill industry and most of your managing agents are 1nteyested in textile
mills, Therefore all their interests are confined to that industry. Apart
from periods of general depression, you find that the depression in one
industry does not necessarily coincide with the depression in another

“industry? . .

Mr, Kasturbhai.—As far as the Ahmedabad mill agent is concerned, he

‘is confining himself to the textile industry only.
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President.—Is it more economical for you to get your funds in the form
of deposits—I am thinking of the rate that you have to pay—or in the
form of loans from managing agents? *

Mr. Kasturbhai—It works out to practically -the same rate because the:
position is -this. If we get the deposits, as we have stated, the rate varies
from 5 to 54 per cent. That is the average. I know that there are
several concerns in Ahmedabad which can get deposﬂ;s at 44 per cent.
There are also concerns which have to pay 6 per cent. 6 is the outside limit.
and 4} is the minimum. But we have stated that 5 to 5% per cent. on an
average is the rate that has been paid by the mills in Ahmedabad. If the
managing agents were to advance loans to mills, the rate that he will charge
will be 6 per cent. generally speaking. Though he advances money at 6 per
cent., he does not realise more than 5 or 54 per cent. because the advances
.that he makes are not for a period of a year. Whenever the mill requires
money, he has to advance and whenever the mill has any surplus, he will
have to take it back; thus he is at a disadvantage. He cannot deposit his
money with the Bank.

President.—What in your opinion is the rate of interest that we ought
to take into account in fixing the fair selling price for the Indian industry?
In the fair selling price that we are going to fix for the Indian textile
industry, we have to allow for the interest on working capital. Supposing
we accept your view that the Workmg capital required is one-third of a
year’s expenditure, what exactly is the rate of interest that you would like
us to take? If you take the average of the past 5 years, don’t you think
that the average rate at which you have been able to get your deposits is
between 5 and 5} per cent.?

Mr. Kasturbhai.—No.

President.—Don’t you think that it would be a fair rate to take?

Mr. Kasturbhai.—No.

President.—Why not?

Mr. Kasturbhai.—Because there are several other concerns which have to
pay more than 5} per cent.

President.—We have to provide for the normal year. You are prepared
to concede that it need not be above 6 per cent.?

Mr. Kasturbhai—Yes, as far as the working capital is concerned.

President.—6 per cent. on the working capital would be a fair allowance?

Mr. Kasturbhai.—Yes.

President.—There is a small proportion of your funds derived in the
form of loans from Banks? What are the rules here about signatures? In
every case, have you got to give two mgua.imres?>

Mr. Kasturbhai.—Yes.

President.—Even where you are able to pledge?

Mr. Kasturbhai.—Not in that case. But Ahmedabadi will never go and
pledge.

President.—He will never do it?

Mr. Kasturbhai—No. because the whole system depends on the con-
fidence reposed in him by the public. That confidence will be rudely shaken
~if he were to give up this system and hypothecate his gaods. He generally
does not agree to hypothecate his goods. :

President.—If he does, his deposits will fall off?

Mr. Kasturbhai.—He is finished.

President.—So, it is no use considering 1t9

Mr. Kasturbhai.—No.

President.—As tregards the share capital which is about 32 per, cent. of
the total capital, have you any idea what proportion of that is held by
managing agents? TIs it possible to say?

Mr. Kasturbhai.—It will vary between 33 to 50 per cent.
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President.—33 to 50 per cent. of the total capital is held by managing
agents? !

Mr. Kasturbhai.—Yes, that is a very rough estimate.

President.—I come to the next question of managing agents. We dis-
cussed this a great deal in Bombay. What I should like to do is to get a
correct idea of the system of managing agents as it prevails in Ahmedabad.
What T have done is I have looked through a number of managing agency
agreements in Ahmedabad and I have formed my own ideas of the normal
position in regard to managing agency in Ahmedabad. My ideas on the
subject are these. You may correct me as I go along. As far as the
period of agreement is concerned, the general feature of Ahmedabad
agreements is that the managing agent shall be a permanent and non-
changeable agent? .

~ Mr. Kasturbhai.—Yes.

President.—That is more or less a normal feature?

Mr, Kasturbhai.—Yes.

President.—As regards remuneration, there is no office allowance.

Mr, Kasturbhai.—No. .

President.—Generally he is remunerated in the form of a percentage on:
sales? It is generally about 3 per cent.?

Mr. Kasturbhai.—That is correct.

President.—1 have seen quite a number of cases where instead of apply-
ing the percentage to sales you charge so many pies per 1b.?

Mr. Kasturbhai.—Yes, 3 pies per lb.

President.—Whether it is charged one way or the other depends upon
the option of the managing agent?

Mr. Kasturbhai.—Yes.

President.—Now ip addition to this percentage on sales, there is also &
certain percentage on profit derived from various transactions?

Mr. Kasturbhai.—No. It is included in the Articles of Association bub
it is more or less mominal.

President.—It is mever actual?

Mr. Kasturbhai.—No, because the position is this that in order to get -
the Articles of Association drafted, one has to go to his legal adviser, who
puts in all sorts of things which are not essential in 2 way. The managing
agent, as far as Ahmedabad is concerned, is merely dealing with the spin-
ning and -veaving, cotton yarn and cotton cloth, and his sole and only
remuneration is from the sales of the cloth or yarn.

President.—If, for example, he does ginning?

Mr. Kasturbhai—He may get 10 per cent., but it will not be any big
sum,

President.—Are there any mills which carry out ginning?

Mr. Kasturbhai ~—No.

President.—There is generally a provision to this effect that if the Com-
pany does not earn enough in any year to pay 6 per cent. dividend, then
the managing agent foregoes one-third of his commission. That is a normal
feature?

Mr. Kasturbhai.—Yes. The normal practice is that he gives up half—in
some instances full.

President.—Even more than one-third?

Mr. Kasturbhai.—As far as the legal obligation is concerned, it is one-
third, but I can cite you a number of instances where, though the legal
oblig;.tion is one-third, he has not hesitated to give up half or full whatever
the circumstances demanded of him.

President.—The managing agency, as far as commission is concerned,
is a kind of joint stock arrangement?

Mr. Kasturbhai.—Yes, but not always.
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President.—Normally, you get a large number of people interested?

Mr. Kasturbhai.—Right from the begmmng the managing agency system
is worked on this principle that exceépt two or three mill agents the rest
started their concerns in partnership with other financiers. It is only
recently that they have taken those partners into a limited liability concern,
that is to say the whole finance is arranged not only by himself but in
company with his partners; that is to say he will share the ' commission
with his partners. I dare say none of the mill agents in Ahmedabad is
earning more than 50 to 65 per cent. of the commission.

President.—The rest is given to the people who help in floating the
concern ?

Mr. Kasturbhai.—And goes to the shareholders.

President.—Is the managing agency generally an individual, or a part-
nership or a limited liability company?

Mr. Kasturbhai—All the three. As I said, if you take the whole of
Ahmedabad there are not more than four people who own agencies in their
own right entirely.

President.—~When these other people begin to have interest in-the com-
mission are they generally related—I am mot speaking of family relations—
are they related on the basis of partners or on the hasis of full members of
the limited liability company?

Mr, Kasturbhai.—Both.
President.—Which is the more normal?

Mr. Kasturbhai.—Ever since 1885 the concerns that we started were
started in partnership with private partners, that is to say the agency
remuneration was being shared by the managing agent himself with several
others. That lasted till 1921, when it was found that by having private
partnership alone sufficient capital was not forthcoming and therefore in
order to interest more people in the textile industry it was found desirable
to put it on a wider basis, and the managing agency was turned into a
limited liability company. Shares were made. out of the commission and one
who brought in so much capital was given one commission share or so many
commission shares as the case might be.

President. —Supposmg you had half a dozen people interested in varying
proportions in the commission derived from a particular company, the fact
that these other people besides the managing agent are interested in the
commission, does that imply that these people have a voice in the manage-
ment?

Mr. Kasturbhai.—None at all. As far as the management of the mill
company is concerned they have a voice as far as the giving of commission
is concerned but even that right has been exercised in favour of the com-
pany because they are not only partners in the commission but also share-
holders.

President,—But since your commission is charged on sales and not on
profit if T were a big shareholder in your company and you are managing
agent and 1T am also a partner and in a particular year I find you are
proposing to surrender your commission I should natural]v be inclined to
question that and that may take the form of some sort of inquisitorial
investigation of your management To that extent I should be interfering
with your management. Tt does not make for the healthy development of
the industry.

Mr. Kasturbhai.—~It has not happened so far. So far as Ahmedabad is
concerned somehow or other we have been able to manage the partners so
nicely that this difficulty has not arisen.

President.—Am T right in thinking that taking the majority of manag-
ing agents in Ahmedabad they represent the first generation whereas in
Bombav there is a larger number representing the third or fourth genera-
tion, therefore the habits of the man who built up the industry would take
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the whole of his life time to change; when a managing agent is succeeded
by his son or his grandson there is nmo necessary guarantee that the habits.
of the older generation will proceed.

Mr. Kasturbhai.—If the mills as such are taken they are more in the
hands of the second generation to-day than in the first so far as Ahmedabad
is concerned. The second generation which has come out is equipped with
much greater knowledge than the first generation.

President.—The next point is the extent to which the managing agent
performs f_or his company services other than those pertaining to his position
as managing agent, that is to say to the extent to which he makes pur-
chases,' arranges sales, insurance and various services of that kind. In your
managing agency agreements taking them as a whole the managing agent
is given the right to do all these things? :

Mr. Kasturblai.—Yes.

* President.—The suggestion which has been made is that when you have
a system l_.mt]er which the managing agent is allowed to render these various
services his interest comes in conflict with the interest of the shareholders.
Wlhat is your view about it?

Mr. Kasturbhai.—How can there be differentiation of interest between
the mill agent performing the various services . . . . .

President.—Let us take the question of insurance. You are a managing
agent; you are also an agent for a large insurance company.

A+, Kasturbhai.—That is not the custom in Ahmedabad. There may be
one or two isolated instances here or there but generally speaking the
managing agent has nothing to do with insurance business.

President.—Take mill stores.

Mr. Kasturbhai.—You will rarely find instances in which managing
agents of a mill are interested in this business.

DPresident.—What about purchase of cotton?

My, Kasturbhai.-~1 dare say there is not one firm which is interested in
the commission agency business in cotton. All the cotton that is purchased
is through people who are specialising as cotton commission agents but no
mill managing agent has got anything to do with purchase of cotton.

President.—You pass your orders to him and he places the orders
wherever he thinks the best bargain can be made?

Mr. Kasturbhai.—No. All the powers are reserved by the managing
agents. If I want to buy, say, 500 candies of Surat cotton, I won't let him
know that I want 500 candies; I will merely tell him to get me 100 candies
at such and such a rate. If he is able to obtain it he will telephone to me
that this bargain has been closed at such and such a price. Then if 1
feel that it is an attractive price I will ask him to buy further stocks. As
he goes on operating he goes on informing me on the telephone or by tele-
gram. Suppose 1 am buying at Lyallpur: I send a telegram to my cotton
commission agent to buy 100 candies at a particular price; if he is able to
obtain cotton within that price he purchases and when the goods come here
I pay for it. There he functions not only as a purchaser but finances it to
the extent of paying the -cultivator or the merchant from whom he buys
cotton. No mill agent in Ahmedabad will pay him at that centre; he will
ounly be paid when the goods arrive here and he does all this work for a
commission of § per cent,

President.—The idea is that the managing agent and the commission
agent are entirely independent parties?

Mr. Kasturbhai.—Exactly.

President.—How exactly are your sales arranged? I understand you
have got guaranteed brokers system. What precisely is this system?

Mr. Kasturbhai.—The duties that have devolved on guaranteed brokers
are manifold., As far as Ahmedabad is concerned not only has he got to
make sales of goods that are manufactured by the mills: but he guarantees
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the financial liability of the merchants to whom the goods are sold; not only
that, but the responsibility of finding what are the kinds of goods that are
in demand in particular districts and what are the qualities of cloth that
should be manufactured by that mill company also falls on him.

President.—To a large extent the varieties of cloth that you produce are
determined in consultation with him?p

Mr. Kasturbhai.—Yes, and not only that: if the realisation is less than
.also he is responsible for it. He has got to satisfy the mill agent that the
price at which he effects sales for him will yield the largest aggregate sale
and if he fails to do that he is asked to go.

President.—I should like to know if there is any legal obligation.

Mr. Kasturbhai.—Legally he is not responsible, except in so far as the
financial aspect is concerned.

President.—You know the selling agency system in Bombay. I was told
what the selling agent in Bombay does: he mnot merely guarantees the
financial liability but the contract, but here your guaranteed broker is not
responsible for the performance of the contract?

Mr. Kasturbhai.—No.

President.—Are managing agents as a rule interested in guaranteed
‘brokers ? .

Mr. Kasturbhai.—Not as a rule. There may be instances here and there.

President.—The objection which has been is raised that when the manag-
ing agent is interested in sales in that way outstandings tend to accumulate.

Mr. Kasturbhai.—Very naturally he will not in his own selfish interest
because his interest in the capital will be anything from 33 to 50 per cent.
and unless he is prepared to lose that capital he would not get into partner-
-ship with a commission agent who will not be able to carry out the duties
of a guaranteed broker.

President.—That is a very interesting statement. If in a particular
year there is no chance of earning a dividend on the capital then is it not
worth while to get something out of the guaranteed broker?

Mr. Kasturbhai.—No, because the commission on which the guaranteed
‘broker works is as low as half a per cenf.

President.—How exactly is the price determined for the purposes of this
.commission ?

Mr. Kasturbhat.—Ex: mill. It is so low that I doubt whether in the
whole world you would find a commission agent guaranteeing your capital
and working at so low a commission. Qut of that 4 per cent. he has got
to meet expenses. Take for instance my own guaranteed broker: I sell
goods worth about Rs. 36 lakhs, he will get Rs. 18,000 commission out of
which income-tax will take away about Rs. 8,000 to 4,000. It will leave
‘him Rs. 14,000, He has got to keep a car; he has got to keep at least three
or four clerks, leaving & bare sum of Rs. 7,000 or Rs. 8,000 to dispose of
goods worth Rs. 86 lakhs. For a net profit of Rs. 8,000 to guarantee
Rs. 86,00,000 is a job which no man in any part of the world will be
inclined to do. It is only in Ahmedabad that they do it.

President.—With regard to the question of control it has been said that
the terms of managing agency agreements are such that it is impossible for
those who have placed money in the industry to make their wishes properly
respected by the managing agents. If your managing agent is a permanent
feature of the business and if the shareholders as a body are not satisfied
‘with the way in which the management is carried on, then even assuming
that the shareholders have a voice in the election of directors, the directors
‘have so little voice in the control of the management that practically the
system works without effective control from outside.

Mr. Kasturbhai.—It is not true.
President.—I should like to understand the position clearly. As far as

1 am able to understand the criticism made on the managing agency
.system, it is this. There are two aspects to the question of control; there
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#is the control by the directors directly upon the managing agents and there
is the control of the shareholders upon the directors. There are a certain
number of directors in every concern who are mominated by the managing
agents. As far as the other directors are concerned each year a certain
number of vacancies occur: you don’t get all the seats falling vacant at the
-same time and therefore the extent to which a shareholder can exercise his
privilege of removing an undesirable managing agent is restricted to one-
third of the total directors. Then again he gets notice of an annual meet-
ing only seven days before the meeting is to take place: he has got to send
in his nominations about the fresh election of directors I believe 7 or 8
days before the meeting. The result is that he has not sufficient time to
send in his nominations and therefore although there is provision for the
-election of directors by shareholders, that provision is ineffective for all
practical purposes. That is generally the position as I understand it. The
managing agent is therefore liable to have his own way and the whole
-object of the Companies Act, that those who have put money in the industry
must have an effective voice in the control of the industry, is defeated to

-the extent the managing agent comes in between the company and the
shareholders. Therefore the managing agents must be brought under control
by a suitable modification of the Companies Act.

Mr. Kasturbhai.—The position is this. It is true that as far as diréctors
are concerned they do not exercise effective control which may be desirable
in the interest both of the concern and the managing agent, but as far as
Ahmedabad is concerned, as I explained to you, the position of the managing
agent entirely depends on the confidence that is reposed in him by the public.

‘The allegation that is being made by the shareholders that the Managing
Agents are having their own way would not stand scrutiny as far as Ahmeda-
"bad is concerned. As far as Ahmedabad is concerned, the position will be
that he will lose the good faith of the public at large and will not be in a
position to attract the deposits or to run his concern as he likes. The techni-
cal position, as I explained, is that in other places it is the shareholders who
are having an effective control on the management. I do not know how
‘far that is true. If I may cite the instance of the P. and O. Company.
Lord Inchcape had been its President. I daresay no one dared to be on
the Board of the P. and O. Co., without the willing co-operation of Lord
Inchcape as such. Though he may be a holder of only 15 or 20 per cent.
of the shares, it will not be possible for the shareholders to change over the
Board as they liked. At least the experience that we have got of many
. Companies in Western countries is that after all the shareholders can
exercise a certain amount of control over their Directors; otherwise it may
"become & nuisance. After all the management must vest in a person 'or a
few persons. Then and then alone it can be managed effectively. Certainly
if there are some defects which are very apparent and which must be reme-
-died, the shareholders must voice their feelings in the general meetings
when they are called and they should be set right either by the Directors
or the Agent, but to expect that by giving wider powers to the shareholders
a greater control will be exercised on Directors or the Agents may all very
well look on paper, but in practice we doubt it very much.

President.—Even if you are in a position to make suitable modiﬁcation§.

even then the extent to which the shareholders make their wisheS'.felt is
very limited. Lord Inchcape is rather a misleading analogy: I will tell
you why. If you have a very successful man who has built up businesa
as a result of his own personal merits ability and so on and people are
prepared to place their funds in the industry by reason of his position in-
“industry, then so long as he is alive, the shareholders are satisfied with the
positioﬁ. There is personal confidence in the man, but as against one- case
of that kind you can cite two or three cases where the management.is in the
“hands of people who once inspired personal confidence but who have mot
‘been- able to sustain their confidence and therefore the shareholders begin
to feel that the original confidence is now misplaced. W_hen situations of
-that kind arise. is it not the duty .of the State to provide machinery by
~which the shareholders may bring the management under control ? ’

COTTON TEXTILE—VOL. IV E
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Mr. Kasturbhai.~—Yes. '

" ‘President.—As against Lord Inchcape take a man llke Kreuger To the-
extent that the Managing Agency system is not mentioned at all in the Com-
-panies Act, which is a factor of which the law has taken no note, don’t
you think it is in the public interest even if the abuses are confined to-
lndxwdual cases that some attempt should be made to regularise the position?

Mr. Kasturbhai.—We have said in so many words in our representation:
that Indian Companies Act may be modified. We are all for it.

" President.—With a view to regularising the position of the Managing:
Agents in our industrial system. .

- Mr. Kasturbhai.—That is to eay there should be an effective control. of
the Directors over the Managing Agents. ]

'President.—Yes and sharehoders over the Directors. You are quite
prepared to face that. )

Mr. Kasturbhai.—Yes,

., President.—If a suggestion of that kind was made, the suggestion would
takg this form that at the earliest possible opportunity the Government of”
India should institute an ad hoc enquiry into the working of the Managing
Agency system with a view to making, if necessary, suitable modifications
in the Company law. If a suggestion was made on those lines, you would’
accept the suggestion?

Kasturbhai.—Provided, that Committee is also empowered to look
into the facts and figures of other countries where the Managing Agency
system is not in vogue and then to form conclusions.

President.—It must be a fully representative Committee.

Mr. Kasturbhai.—As it is, the Managing Agents have their part of the-
abuse from the public. After all in fairness to the Managing Agents, if
any Committee is to be appointed, it should look ‘not merely into the working
of the Managing Agency system in India but in other parts of the world
‘and from that if conclusions were drawn, our Association would only be too:
pleased to accept.

President.—Your point is that it must be a part of the terms of reference.

Mr. Kasturbhai.—It is wrong to go on abusing in season and out of
season without there being grounds for it. After all just as there has been-
Kreuger and other instances in Western countries there may be instances
here in India of a Managing Agent defrauding the public or doing things
for which other Managing Agents are asccused. If such instances are there,
conclusions must not be drawn that it is only in India that Managing-
Agents are behaving in this way and wherever there are Boards of Directors,
these instances are mot in existence. After making proper enquiries, if’
conclusions are arrived at and if the Managing Agents are given the
opportunity . .. ...

President. —They would of course be represented on that Committee.

Mr. Kasturbhai.—Then I don’t think our Association would have any-
objection.

President.—Thero are one or two points in connection with the Mansaging:
Agency system. What is the normal number of Directors nominated by-
Managing Agents?

Mr. Kasturbhai.—One.

President.—On transfer of a Company’s business most of the agreements
provide that the Managing Agents right should continue.

Mr. Kasturbhai.—Yes.

P'restdent —With regard to assignment I wunderstand the position of
‘Ahmedabad is that the Managing Agent can assign the interest of the whole-
agreement.

Mr, Kasturbhai.—Yes, that is only in recent agreements.

President.—It is not in the public interests?
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.

Mr. Kasturbhai.—It is not. .

President.—What is your views about the assignment of interest?--You

-can transfer to some other person the commission that you get from .your
sbusiness. Lo

Mr. Kasturbhai.—Yes.

President.—Do you think there is any harm in that?

Mr. Kasturbhai.—It is not desirable.

President.—What is the undesirable feature of it?
. Mr, Kasturbhai.—The undesirable feature is this: what has happened
in the case of Tatas. A portion of what was a national industry was-
-assigned to the American Company. After all they would not have got the
public support had it not been an Indian concern in the beginning. Y am not
instancing Tatas merely for the sake of naming them. i

President.—Leaving out that case, supposing it was assigned to an
Indian Corporation, then what is the undesirable feature? )

Mr. Kasturbhai.—I think they ought to have gone to the shareholders

"because those shareholders who may have subscribed capital for their require-
+ments must have done it on the assurance of ability.

President.—What I am thinking of is this: when you assign the interest,
you are not assigning the management. You are simply assigning the
‘interests.

Mr. Kasturbhai.—Assigning interests will be different. If a large portion
of the interest is assigned, then the interest that will remain for the Manag-
ing Agent in that concern will certainly be less. :

President.—So that it will not stimulate him to do his best.

Mr, Kasturbhai.—That is possible.

President.—That applies to your partnership concern. Supposing your
Managing Agent has only 3 annas right, then the extent to which he will
" +put his whole heart into the business is somewhat limited.

Mr. Kasturbhai.—Yes.

President.—Your objection to the assignment of interests applies also to
-cases where interest is partitioned off.

Mr. Kasturbhai.—Yt will not where his interests are partitioned out.
“Those shareholders who take a share in it know from the very beginning
‘that this is the interest of so and so knowing full well if they come to
invest their money in that concern, they should not blame any one.
Instances are numerous where the Managing Agents have got only 3 or 4
;annas commission. -

President.—Take a case like this. When we started this concern T had
‘4 annas and you had 2 annas. After a few years it was so arranged for
some reason that I am the Managing Agent and I reduced my share from
4 annas to 3 annas and increased your share say from 2 annas to 3 annas,
would you agree to that. .

Mr. Kasturbhai.—It should be done in consultation with the shareholder,

President.—Any change as compared with the imitial position must ‘be
~undertaken with the consent of the shareholders. . .

Mr. Kasturbhai.—Yes.

President.—That is how you put it.

Afr. Kasturbhai.—Yes, but that is my personal view. O

President.—As far as the assignment of _agreement g+ concerned, it is
-eutirely against the public interests. There is no question about that.

_ Mr. Kasturbhai.—Quite. . 7 o

President —X understand that when a Company is wound up, the Manag-
ing Agent is entitled to compensation. As far as Ahmedabad is concerned:
sthe :ompensation is calculated at 5 times. ) )

Mr. Kusturbhai.—5 years average. Generally speaking 5 times.

E 2’
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President.—It is 5 times the average of the past 5 years.
Mr. Kasturbhai.—Yes 5 times the average of the past 3 or 5 years.

President.—You get the benefit of the pre-depression period. Have there-
been any recent cases? . o

Mr. Kasturbhai.—None. I submit (if it is possible for you, after
examining us on this point about the Managing Agency system, because it
has been thrown at us time and again), we would like you to examire us-
and cross-examine us at full length and give us your verdict once for all.
The Managing Agent is not so bad as he-is painted in the press and in
the public. Some of the conclusions that were arrived at by the previous
Tariff Board did indicate opinion in our favour, but still as they were not
very specific, again this time when the Tariff Board has been appointed,
you hear everywhere that the sufferings of the whole Cotton Textile industry
are entirely due to the action of the Managing Agents and you will find
in your enquiry, that it is not so.

President.—If we-are going to have an ad hoc Committee we may leave -
the question to them. As a matter of fact as far as one can speak on the
evidence that we have received so far, the extent to which the Managing -
Agency system—admitting all that has been said against—results in increas-
ing the costs—is on the whole not much. Even assuming that abuses of the
kind that have actually occurred in individual cases, the extent to which
it has put up the costs of the industry is, I think, on the whole relatively
small. What I say is the way in which the Managing Agency system reacts
on the industry is not in the direction of costs, but in other directions.

Mr. Kasturbhai.—It doesn’t. raise the cost of production.

President.—I will tell you precisely what I am thinking of. There are
two ways of looking at this question from the point of view of the industry.
The Managing Agency system is a bad system of management and any bad
system of management must increase the cost. Therefore one reason at any
rate why the costs of the Indian textile industry are high is that the
Managing Agency system provides a bad system of management. The second
line of attack that is the Managing Agent by reason of putting up the
costs of the Indian industry is losing the confidence he used to get from .
investors. If the object of protection is to develop the industry, it can do
so only by stimulating further investments. If the investor has lost con--
fidence in the Managing Agency system, then to that extent the continuance.
of the system is going to prevent the object of protection being fulfilled.
It is not a question of cost, but simply a question of feeling entertained’
by the investor towards the Managing Agency system. These are the two
points of view from which you have to look at it. Probably the more
mportant point of view which would be justified if at all would be the-
second and not the first. Do you agree?

Mr, Kasturbhai.—I don’t agree.

President.—Why? .

Mr. Kasturbhai.—To say that the Managing Agency system is losing the
confidence of the public is not true at all in the case of the Abmedabad
mills.

President.—Take the first. From your general knowledge of the position, .
do you think that we could get rid of the Managing Agency system?

Mr. Kasturbhai.—~We would be much worse off than we are.
President.—In point of costs?

Mr; Kasturbhai.—Yes, because to-day the identification with the concern
that you get of the Managing Agent will not be had from any number of"
Directors howsoever well qualified they may be and howsoever competent
they may be to look after the interests of the Company. Let me see a
concern started in Ahmedabad or in any part of India by an economist or
a technologist. Let him show to the investing public that he can take care-
of the public money in a better .way than the Managing Agents in Ahmeda--
bad have done. That will be the real test of the whole thing. There are-
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numerous technologists in Ahmedabad and there may be a few economists
too in Ahmedabad. I dare say if some one were to float a concern to-day,
he would not get 1/5th of the capital that has to be had without the
Managing Agent of Ahmedabad.

President.—I can understand in respect of economists. He would never
raise capital. ‘ ]

Mr, Kasturbhai.—If bhalf a dozen persons who are well versed in the
theory and in the technical side of the industry were to meet together and
start a concern, I doubt whether they will be able to attract the capital
that has been attracted by the Ahmedabad Managing Agents as such.

President.—You don’t accept either of these points?

Mr. Kasturbhai.—Not only that. I am only confining iny remarks to
Ahmedabad. I submit Managing Agents have not only run the concerns
very efficiently but the economies that they have effected in running the
concerns are such that ho other way of running the concerns will result
in those economies that have been effected by the Ahmedabad agents.
Take an instance: A packet of pins that is coming into the mill which is
only worth 8 annas. It is looked after by the mill agent before it is
allowed to enter the mill. I dare say that no Board of Directors will take
1/10th the care that has been taken by the mill agent of Ahmedabad as
such and if you desire you may look into the working of any Ahmedabad
concern, do not take the efficient concerns that are running, go to any other
mill and see the working of it before you pass any final ruling on the good
or bad management of the Managing Agency system and find out for your-
self whether these mills are run not only efficiently and economically but
also with the genuine interest in the business which will be lacking in
any Board of Directors that you may appoint to take charge of the concern.

President.—If I suggested or if somebody suggested that one reason why
the Indian textile industry was.in need of protection was the inefficiency of
the managing agency system you would refute that as a definite lie?

Mr. Kasturbhai.—Certainly.
President.—That is an entirely unirue proposition?

Mr. Kasturbhai.—Yes. There are also some Japanese exporters who
have been saying that it is due to the managing agency system that the
Indian textile industry is in need of protection. We do not subscribe to
that view. If they are able, it is entirely due to the far-sighted policy
which they have adopted in regard to their labour. As far as the technical
side of the question is concerned, I daresay we can stand in competition
with any Lancashire man or any Japanese who may be there. i

President.—I am not in a position to contradict that.

Mr. Kasturbhai.—What I want you to find out is this: as far as the
managing agent in Ahmedabad is concerned, whether he has taken charge
of the concern and run it efficiently, economically and in the best interests
of the shareholders as such or not?

President.—There is only one other question arising out of that which I
want to put to you. There has been a great deal of talk about the amalga-
mation of textile concerns. You are definitely against it.

Mr. Kasturbhai.—Yes, #nd I shall explain it to you in a second if you
will permit me. There can be advantage in amalgamation of concerns only
if we are put on a mass production ‘basis. There can be advantage in an
amalgamation if it is possible to take out the concern from where it may
have been located and amalgamate it with other concerns wherever they
may be. That is not possible because after all the economies that are to be
had by amalgamation are either in the supervision charges or establishment
charges or the power house. I concede that there will be an appreciable
‘saving ,if there can be amalgamation with regard to power costs. That is
not practicable inasmuch as the concerns are located where they are.
Regarding the question of mass production. we are definitely against it,
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as far as Ahmedabad is concerned, we have always catered for markets in
all parts of the country. - .

President.—That is the essential point in my opinion. The real
advantage of amalgamation comes in only if you are able to amalgamate,
that is to say if various mills are brought together into a single financial
and administrative system. If all the mills work as a single entity, then
you can reartange your plant and machinery in such a way that particular
mills can manufacture principal lines of goods. That means that you have
a market which admits of standardised production. On the other hand if
the demand in your market is so varied that it is not sufficiently large for
particular lines of goods, then to that extent the whole amalgamation scheme
becomes difficult to operate?

Mr, Kasturbhai.—Yes.

President.—May I ask you this as against that: after all the great hold
which Japan has been able to have on the market is by means of standardisa-
tion, and if it is possible for Japan in the Indian market to get this hold
by means of standardisation, why should it not be possible for you? ;

Mr. Kasturbhai.—It is not because of standardisation that Japan has
got a hold on the Indian market but because of the way in which she has
been able to handle her labour. She has handled it in a much better way
than any other country in the world in this respect. While we did not look
after the housing of our work people, while we did not look after the
welfare of our work people, their education, their sanitation, etc., the
Japanese manufacturers did all that right from the beginning. They housed
their labour on the mill premises where they paid certain wages and exacted
certain amount of work. If those figures are gone into, it will be at once
seen that the great advantage which Japan is having to-day over any other
country in the production of piecegoods is in its labour charges.

President.—That is one side of it but you cannot get away from the
fact that the largest single item of imports that come into the country is
precisely the class of goods that admits of standardised production. If
Japan can put its plain grey at such low rates, partly at any rate, as the
result of standardised production, I want to know why” the Indian mills
cannot do it? :

Mr. Kasturbhai.—If 1 can reduce my cost of labour to the extent that.
Japan has been able to do it, I daresay that I won’t allow the Japanese
cloth to be imported into India, but also I should be in a position to
market it at a competitive price. I am not able to do it not because I
have no standardised production but because my labour costs are so high
that they will not allow me any margin to market my goods at such prices
at which Japan is able to do.

President.—What is the point about labour that you are trying to bring
home to us! Is it the general conditions affecting labour that you are
referring to or are you thinking primarily of the general standard of educa-
tion?

Mr. Kasturbhai.—Both. What I say is that they housed their labour
in particular localities, gave them better sanitation, etc., costing about 6d.
per day. What we did was instead of spending 6d. in looking after the
sanitation, education, etc., and other amenities, we paid them higher wages
with the result that we could not get the hold on our labour which the
Japanese manufacturers could get on their labour. They did get the hold
because their work people were so enchanted by these various little things
that were done by the employers, that they were prepared to do any extra
work which was demanded of them. If a frame tenter was looking _after
two sides, because of the amenities that were being provided in Japan in an
inereasing measure, he went on to look after 3 sides, 4 sides, 6 sides and
even 8 sides. He may be paid 10 or 20 per cent. higher wages. But if the
wages that are being paid for the kind of work that the Japanese \_vorker
does are compared with the wages of the- Indian workman for the kind of
work that he does, you will find that in India or even in Ahmedabad, we
are paying considerably higher wages.
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Presi‘dent.—ls. it your point that if you dispense your wages to your
.workmen not entirely in the form of money wages but in the form of various
amenities and soon . .., ...

Mr. Kasturbhai.—Now it is not possible. It is too late.

President.—I am trying to get your poini. If you are able to dispense
your wages in the form not merely of money wages but partly also in the
form of services or amenities, then for the money that you spend on your
labour you get & more than proportionate return from your labous?

Mr, Kasturbhai.—Decidedly. Not only that but also they would not
have had any occasion to go to outsiders and form Labour Unions or
anything of that nature, wherein they are put up against the extra amount
of work that has to be done. It is only in England and in India that you
find these Labour Unions in the position in which they are. Both in Japan
and in America, the progress that is being made in the textile industry is
absolutely in ratio to the extra amenities that the labourer gets: In 1923
if the worker was minding two sides, in 1931 you will find the same man
minding 4 sides.

President.—America and Japan are not models from the point of view of
labour movement. .

Mr. Kasturbhai.—That may be. As far as the interests of labour are
concerned, I don’t suppose that they are not well looked after. On the
other hand to my mind they are better off in Japan than either in England
‘or in India. )

President.—There is only one other point that I want to raise and that
is the point to which I made a reference this morning. You agree, don’t
you, with the Bombay Millowners’ Association’s suggestion that the most
suitable form in which assistance may be given to the textile industry is a
system of minimum specific duties. After all if you are going to have a
period either of general or partial depression, any fall in price would
straightaway reduce the measure of protection derived by the industry if
you had ad walorem duties.

Mr. Kasturbhai.—Yes.

President.—Therefore it is important that protection should take the
form of specific duties?

Mr. Kasturbhai.—Yes.

President.—Are you agreeable to that?

Mr. Kasturbhai—Yes. If you will permit me, I will consider the ques-
tion and let you know. )

President.—I will tell you precisely Do you think all things considered
that an extension of the present tariff system would be a better way of
protecting the Indian industry than the system under which only ad valorem
duties are levied? Before 1930, all the duties were ad valorem duties. In
1930 they had ad walorem duties subject to a minimum gpecific duty on
plain grey. I want to know whether in your opinion the best thing is to
extend the system to all classes of goodsP .

Mr. Kasturbhai.—I would consider that point and let you know.

(Continued on Wednesday, 1st Septet_niaet, 1932.)

Mr. Rahimtoola.—Mr. Kasturbhai, regarding th_e _me_mbership you told
us yesterday that it is a different system from what it is in Bombay, namely
that mill companies are members of your Association and it is mnot the
managing agents? -

Mr. Kasturbhai.—It is so.

.\ Mr, Rahimtoola.—If that is so, suppose one mill company is a member
of ‘your Association then the managing agent generally represents that

‘company on the Association?
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Mr. Kasturbhai.—Yes.

Mr. Rahimtoola.—And if the managing agent is connected with four or five
mills then he need not make his other mills members of the Association?

Mr, Kasturbhai~—He does because the benefits that are derived from
becoming members of our Associatiom can only go.to such of the mills as
are members of the Association. There are several things in which indivi-
dual mills will be interested and therefore they become members. Take for
instance holidays. We come to an agreement with the local labour unions
ihat such and such days should be fixed as holidays and those will apply to
such mills as are members; then if there be any labour dispute the Associa-
tion will handle such dispute if the mill is a member. If it is not a member
then it will have to be settled by the labour union with the individual mill
but if it is our member the mill will abide by the decision of the Associa-
tion in coming to an amicable settlement.

Mr. Rahimtoola.—You consider not becoming a member a disadvantage?

Mr. Kasturbhai.—Yes. We derive benefits in various matters. There
are communications from Government: whenever there is any important
communication our members are informed. If any member has any difficulty
regarding, say, double shift we take the necessary steps to see that he gets
allowance from the income-tax authorities for working double shift. TUnless
the mill is & member of our Association it will not get the benefit of our

* assistance. There is an instance where one mill is a member of our Associa-
tion but another under the same managing agency is not a member. That
mill wrote to us about some trouble with the municipality and asked us to
take notice of it. We said that as the mill was not a member of our Associa-
tion we were not in a position to take any action until it became a member
of our Association.

Mr. Rahimtoola.—Y will come now to the question which I did not
understand very clearly: that is the question regarding the duty on import-
ed cotton. As far as I know, you gave us to understand that your Associa-
tion would favour a duty on imported cotton provided it was exclusively
reserved for cotton imported from America of § inch to 1 inch staple. I
want to know exactly how it would benefit the cultivator?

M7, Kasturbhai.—I think there has been some misunderstanding in what
T said. We don’t mind duty being levied on imported cotton which comes
in direct competition with Indian cotton irrespective of place of origin.
But if you specify the staple as one inch it will be very difficult for certain
classes of cotton to be specified according to the length of the staple. Take
for instance Kampala; there is no organisation which gives a certificate
whether the cotton is 17, 13" or 175" and the differentiation is so small
that it will be extremely difficult for Customs purposes to find out the
difference in Bombay, Calcutta or any other port.

Mr. Rahimtoola.—We discussed thizs question at some length with the
Central Cotton Committee and they gave us the number of bales that are
brought into the market available for the mills and the total production.
You have laid down a broad principle that whatever cotton comes into
India which competes with Indian cotton it should be protected?

Mr. Kasturbhai.—Yes.

Mr. Rahimtoola.—Then you are differentiating the staple. Our infor-
mation is that if we are to protect the Indian cotton up to one inch that
will be adequate protection to the cultivator. T supvose that if after inves-
tigation wa arrive at that conclusion then you would have no objection?

_ Mr. Kasturbhai.—No. -

Mr. Rahimtoola.—And you would not object to the country of origin but
the staple?

Mr. Kasturbhai.—Yes. .

Mr. Rahimtoola.—There is one point T want to be clear about. What is
the advantage which Ahmedabad has over Bombay? One of the points
that arose was that as far as taxation was concerned—levy of municipal
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oess, water tax and so on—a mill in Bombay we were told was paying
Rs. 28,000 as against Rs. 8,000 in Ahmedabad. ,

Mr. Kasturbhai.—That is not a correct statement. First of all you have
got to consider the size of the mill: if a mill has got 100,000 and another
mill 30,000 spindles taxation is bound to differ. I submit that the size of
an average Bombay mill is at least 30 to 50 per cent. bigger than an average
sized mill in Ahmedabad. There is another point. I suppose in giving the
figure of Rs. 8,000 as taxation for one of the Ahmedabad mills they have
erred in not calculating the tremendous figure of over Rs. 8 lakhs that are
paid by the Ahmedabad mills as tax to the local municipality.

Mr. Rahimtoola.—I would draw your attention to paragraph 79 of their
representation in which they state ‘ The Bombay mill, according to its 1930
balance sheet, paid Rs. 28,000 by way of general tax, halalkhore tax, water
charges, town duty and cotton cess as compared with Rs. 8,081 paid by the
Ahmedabad mill .

Mr. Kasturbhai.—That is entirely a wrong statement.

President.—It is wrong in the sense that it does not make allowance for
the difference in size?

Mr. Kasturbhai.—Not only that but taxes that are paid by Ahmedabad
indirectly are not included. Take the terminal tax: all the cotton that is
imported into Abmedabad for the manufacture of yarn and cloth is being
taxed by the municipality. Surely that goes out of the pockets of the mills.

President.—Your point is that though they have taken the town duty in
Bombay they have not taken the terminal tax in Ahmedabad?

Mr. Kasturbhai.—Exactly, and the terminal tax of all the Ahmedabad
mills amount to about 4 lakhs of rupees.

President.—Could you give me the rate of this terminal tax?

Mr, Patel.—Eleven annas per ton on coal: even the mills outside the
municipal limits have to pay that. Then on cotton one anna per Bengal
maund: it is going to be now increased to 0-1-3. Then there are machinery
and all other articles of mill stores. There is a special schedule of so many
annas per maund, so many rupees per tom, so many pies per thousand and
so on. In addition to this we have got to pay water rate of two types:
compulsory and metre charges which comes to over 4 lakhs,

President.—In the case of the mill which happens to be outside the muni-
cipal limits? :

Mr. Kasturbhai.—It is called upon to pay all these taxes except the
water tax.

President.—That is to say coal, stores, machinery and cotton are being
taken from the railway station past the municipal area. Is no refund
made?

Afr. Kasturbhai.—No. Not only that: piecegoods that are being manu-
factured in mills outside the municipal limits when they come inside the
municipal limits even for tramsit have got to pay taxes so that they are in
a much more difficult position than those who are within the limits. Recently
we came provisionally to an agreement with the municipality that some of
the mills which are now outside the municipal limits will be included within
the municipal area. :

President.—So that as a practical proposition the complaint has no
importance since these mills have for municipal purposes been taken within
the municipal limits, and it loses its force?

Mr. Kasturbhai.—That is so.

President.—If the location of the mill is considered to be theoretically
within municipal limits then this burden will disappear?

Mr. Patel.—Not at present but after the whole question is finally settled
by the municipality.

Mr. Rahimtoola.—I have you got mills in the Native States as members
of your Association?
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Mr. Kasturbhai.—No.

Mr, .Rahimtaola.—Ca.p you approximately tell me what is the advantage
derived as far as taxation is concerned by a mill situated in the Native
States as against a mill situated in Ahmedabad?

Mr. Kasturbhai.—We will have to calculate that.
Mr. Rahimtoola.—The second point which the Bombay Millowners' Associa-

tion put as a disad‘(antage against Ahmedabad is the question of labour,
that is regarding their wages. Do you agree there?

Mr. Kasturbhai.—Not in the least.
Mr. Rahimtoola.—Can you give me figures to show that?
Mr. Kasturbhai.—Yes. But do not please draw wus in this controversy!

Mr. Rahimtoola.—40 per cent. of the total production is in Bombay and
the last Tariff Board enquiry was concentrated mainly to Bombay and it is

necessary therefore to know what disadvantage the Bombay industry is -

suffering from as against other places. In paragraph 81 of their representa-
tion they say ** . . little or no progress has been possible in the matter of
weaving costs, and it has to be admitted that even to-day the wage bill of
Bombay mills compares unfavourably with that of Ahmedabad ”’. We have
no figures here, only they have made a general statement that they are-
unfavourably situated.

Mr. Kasturbhai.—Would it do if we give the wages paid in each depart-
ment. But we may tell you that as far as the wages paid to women workers
and men workers are concerned they do not differ by a rupee.

»  President.—Would you send us the rates of wages in different depart-
ments in Ahmedabad and then we can obtain the same for Bombay and
make a comparison. If you could give us a statement of wages which are
actually in force to-day in Ahmedabad we can get the rates of wages which
are actually in force in Bombay and then make a comparison.

Mr, Kasturbhai.—May I point out that that may not perhaps give you
the correct idea as to the labour costs in Ahmedabad and Bombay inasmuch
as if there is any difference at all it may be—if I may use the word without
any disrespect to my Bombay brothers—that there may be some superfluous
labour employed in the mill which may not be the case in Ahmedabad. T
know for example that while there were about 12 or 13 people engaged in
sweeping the compound of a mill in Bombay I doubt whether you will find
even three men engaged in that work in Ahmedabad. It will make a big
lifference; if you engage say, 10 men extra, the wage bill will amount to
ts. 300. .

President.—That must be reflected in the labour costs. Do you get more
out of a single labour unit here than they do in Bombay?

Mr. Kasturbhai.—As far as the weaving section is concerned yes. Apart
from the weaving section I don’t think there will be any difference.

President.—I suppose the practice in Ahmedabad is that one man looks
after two looms but if you take a particular kind of cloth, say 20sx 30s,
the output per loom per day will be higher in Ahmedabad than in Bombay?

Mr. Kastwrbhai.—Yes.

President.—Is it possible for you to commit yourself to any definite
figures on that point? If you can give me your output per loom per day
on typical kinds of cloth, say of half a Jozen varieties, we will ask for
similar statoments from Bombay and then we can make a comparison.

Mr. Kasturbhai—Yes we will give you, but it will differ with the width.
Yhere are about nine widths. . .

President.—We will take the standard width. :

Mr. Kasturbhai.—Generally speaking it is 447 or 48”7 in Ahmedabad.—

President.—Could you give me 407 and 4877 C o T

... Mr. Kasturbhai.—I think it may be desirable for you to have 40" and 567
or 52" instead of 487, i< A
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President.—Let us have 40”7 and 527.

Mr. Rahimtoola.—What is the position as regards the purchase of coton
between Bombay and Ahmedabad?

Mr. Kasturbhai.—We do not know what they do in Bombay but our
purchases are made through commission agents who get & per cent. on all
the purchases made by us. He himself is never a dealer in cotton.

Mr. Rahimtoola.—I am talking about the price now. In paragraph 80
of their representation they say ‘‘ Another special disadvantage from which
the Bombay mills suffer is the relatively higher prices which have to be paid
for Indian cotton owing to greater distances from cotton growing areas.
This disadvantage is, bowever, counterbalanced to some extent by the greater
range of cottons readily available to them, and the absence of railway
freight on cotton purchased from abroad for the production of finer counts
of cloth’. So Bombay is at an advantage so far as imported cotton is
concerned ? ‘

Mr. Kasturbhai.—Yes. I have taken out for my personal information
from my mills the purchases made during the year and I find that on an
average I had to pay about Rs. 6 to Rs. 7 per candy on cotton purchased
in the districts, I make my purchases in the districts and up-country.
They should be in. the same pos;?ion to make purchases as we may be in
Ahmedabad. I mean if we can buy from Surat which is 155 miles away, they
are situated nearer than what we are. I don’t think there is any difference
between the freight from Surat to Ahmedabad and from Surat to Bombay.

Mr, Rahimtoola.—There are various other charges. The commission may

be higher.

Mr. Kasturbhai—Why should there be any other charges if they make
the purchase in the districts and get the cotton direct into their mills.
There should not be anything except the clearing charges which will be 1/10th
of a per cent. higher. ‘

Mr. Rahimtoola.—Instead of buying it in the Districts, if they buy it in
the Cotton Exchange that is the advantage they have claimed. If they buy
it from the exchange, then they have an advantage.

Mr. Kasturbhai.—You don’t desire me to express an opinion on that
system. ’

Mr, Rahimtoola.—I shall discuss the system at a later period, but I
want to know whether you are getting cheaper than the Bombay Millowners
having regard to the place say Surat which is equidistant. That is the
only point I want to discuss at this stage.

Mr. Kasturbhai.—The point is that it is not desirable to purchase cotton
from the Cotton Green inasmuch as whatever cotton you may get from Cotton
Green is in my opinion bound to be adulterated and you cannot get it in as
pure a quality as you can get, if you import direct from the district. If -
the cotton purchased by the Bombay mills is costlier, then it is their own
affair.

President.—There is a suggestion in the Tariff Board’s Report of 1926
that one advantage of Bombay is on account of the presence of the large
market there, they need not stock to the extent that you do, is there any
point, and so they save interest charges.

Mr, Kasturbhai.—At least for 6 to 8 months of the year, Ahmedabad
also do not carry any stocks of cotton. That is to say 6 weeks or 8 weeks
of cotton supply has to be carried by any mill whether it is situated in
Ahmedabad or Bombay, because for lower counts the cottons that are being
used are not used purely from one District, but they are blended from 2
or 3 districts, because one cotton may be superior in colour and another
may be superior in tensile strength and the third may have a better fibre.
‘Therefore in order to make the proper mixings, it is essential for any mill
to carry 6 to 8 weeks’ stocks in. their own mills. We in Ahmedabad
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generally adopt this system. Right from the beginning of the season, that
is to say from December we hardly carry any further stocks than to last
us for 6 to 8 weeks, right up to the end of June. That is the period up to
which there will be no break of the monsoon. Recognising that it is mot
a paying proposition, but actually some loss may have to be suffered by the
mill, if they were to make their purchases of cotton during the monsoon,
by the moisture that may be absorbed by the cotton, the Ahmedabad mills
follow the system of having stocks which would last for about 3 to 4
months, i.e., between the months of July and ‘October.. That is the only
period when larger stocks than usual are carried by the mills.

President.—That is to say outside the monsoon period your stocks
would be 6 to 8 weeks.

Mr. Kasturbhai.—Yes.

President.—It may be slightly longer during the monsoon period.

Mr. Kasturbhai.—Tt will be additional extra 8 weeks. We have definitely
found it out that whatever may be the position unless cotton is taken in
before the monsoon breaks, the loss to which the mills will be put will be
certainly much heavier than the interest charges that will have to he
_paid.

Mr. Rahimtoola.—I would like to ask a question or two about the duty
on, yarn.

Mr, Kasturbhai.—Before 1 proceed may I make my position clear?
Yesterday on the question of the President I said that we do not favour
the abolition of the duty on foreign yarn and on further reference I said
that I would consult my Committee and let you know its views whether
we would be in favour of doing away with the duty .on yarn above 50s.
Eventually he asked me whether I could not reply to him on the spot
and commit myself that the duties on over 50s yarn may be abolished and I
said ‘““yes”’. Since then I had consultation with my friends and we feel
that as it is & question of principle we are opposed to it and I want to
correct the statement that I made yesterday.

President.—You oppose it om the ground of principle?

Mr. Kasturbhai—Yes. We believe as far as India is concerned she is
in a position to supply all her needs and there is no reason why foreign yarn
should be allowed to be imported into this country and if some scheme
could be devised we are most anxious to co-operate with anybody that
the Government may appoint—be it the Tariff Board or anybody and to see
that the handloom weaver gets his supply at the cheapest rate. We are
as anxious to develop the handloom industry as any public man.

President.—Would you be prepared to put forward a concrete scheme?
Mr. Kasturbhai.—Most willingly.

President.—Say by the 20th September could you let us have a note
embodying a concrete scheme in respect of the retention of the duty on
foreign yarn. It will be possible for you to arrange for your sales in such a
way that the handloom weaver will get it at a price which corresponds
simply to the c.i.f. import price without the duty. That is to say you will
.arrange your sales in such a way that the price will not go up in accord-
ance with the duty. .

Mr. Kasturbhai.—The point is this: as you know there is a regular
dumping of yarn from the foreign countries just as in the case of- piece-
goods. You will notice from the import figures that China particularly and

apan have increased their exports considerably in recent years.

President.—That is perfectly true. I can accept that statement.
Mr. Kasturbhai.—We are prepared to commit ourselves to this.

President.—~The point is this: the purpose of an import duty on yarn
is twofold. First is to keep out imported yarn altogether so that you may
be able to supply that market. The second is not merely is the foreign yarn
kept out, but you are able to get a better price as a result of the duty.
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"What I am trying to suggest from the handloom weavers point of view is
-assuming your proposition to be true that there is really no room for the
use of any foreign yarn in this country then for the sake of argument I
will admit that a duty may be levied on foreign yarn simply exclusively for
the purpose of keeping out foreign, but not for the purpose of enabling
you to get & price. If yarn is being landed in this country from China
at dumping price, I suggest that the handloom weaver must get the benefit
-of that price, but you produce it.

Mr. Kasturbliai.—That will be impossible. That is a proposition w.vhich
-cannot be accepted.

President.—Above 50s there is no inequity at all. I will tell you why.
If a mill which produces let us say 500,000 lbs. of yarn, as a result of a
high import duty keeping out foreign yarn altogether, it is able to raise
“that from 500,000 to 750,000, its overhead charges come down. Simply as
a result of the foreign yarn being kept out of the market, it can increase
its output and get those economies which result from increased output.
“That is the only benefit it ought to get.

Mr. Kasturbhai.—Without committing my Association to anything, T will
submit my personal views on the matter. It is not our desire that we
should bhave any extra advantage the import duties levied on the foreign
yarns. We should be prepared—this is my own personal view—to supply
the handloom weaver at the minimum margin of profit which the Tariff
Board after enquiring may fix.

President.—That would give rise to various complications. I must say
I have not formed any considered view on the subject, but your sugges-
tion does mot in the least attract me. One of the practical difficulties
in my mind is this: supposing I accepted your suggestion that this duty
should be continued and you would be prepared to supply yarn to the .
handloom weaver at a price which corresponds to the c.i.f. price plus either
the whole duty or a portion of the duty, that is your point?

Mr. Kasturbhai—No. My point is this: let the Government ' bring
forward a bill which will fix that a mill will not be entitled to any extra
profit' than it may be named by the Tariff Board.

President.—That is quite impracticable. We can’t do it. We have no

data for doing it. Even if we have the dats and if we are in a position
to prescribe the schedule, we have no means of enforcing it. There are 350
mills in this country. Administratively it is impossible. What will happen
is this: supposing we levied a duty either at the present rate or the
-enhanced rate on yarn as far as 20s and below are concerned, yarn is
being sold in the country to-day at a price which is lower than the c.i.f.
price, it is open to a mill if it is so inclined with a duty to raise the
price on the coarser counts by about 25 or 30 per cent. We can’t prevent
them doing it. If they do it the person who suffers is the handloom weaver
and as I said yesterday you cannot for the sake of the Textile Mill
industry place a burden on the handloom weaver, the man who is in the
weakest position in this country. How can you place a burden on the
"handloom weaver which he cannot bear? There are three millions of people
engaged in that industry. B

Mr. Kasturbhai~] entirely agree, but the whole point that you missed
is this: what you have got to find out is whether his ills are because of the
import duty or because of the great swadeshi wave, that has overtaken
the country and he is not in a position to market the goods made from

‘foreign yarn.

President.—My answer to that would be this. We have had a great deal
-of statistical data presented to us by people who are enquiring into the
‘handloom industry and the conclusion that I have tentatively formed is;
that if you remove the duty on yarn, a weaver who makes 5 annas will
‘make 6 to 6 annas 6 pies. It is a very big j;hing to a man in that posi-
‘tion. That is the concrete fact staring you ip the face.
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Mr. Kasturbhai.—Have the Directors of Industries given you the data®:

President.—I am speaking of information sent to us by about 8 Directors-
of Industries. ) )

Mr. Kasturbhai.—The data that was given to us. . . .

President.—That is an old data. We have had a more recent and fuller-
statement. That statement has been checked by statement sent to us by-
other provinces and I am perfectly certain that the removal of the duty-
would mean an increase of 1 to 1 anna 6 pies in the wages of the handloom
weaver per day. It is a very important question.

. Mr. Kasturbhoi.—We are entirely in agreement. If there had been any
difference of opinion as to our being desirous of enhancing our interests
at the sacrifice of the handloom weaver, I can understand your point. Bute
if we are as anxious perhaps more anxious to supply the needs of our-
country than these various Directors of Industries may be, then at least we
must have a chance of submitting to you a scheme whereby we may be able-
to supply the yarn that is required for the handloom industry at'a com--
petitive price, but not at a dumping price.

Mr. Rahimtoola.—Will you please tell me what you have done at present
for the handloom industry? That would help us to judge the position.
Mr. Kasturbhei.—I think we may reply in the words of the Director of
Yndustries, Bombay, Mr. Advani, who said that all the Ahmedabad mills:

have stopped spinning counts below 18s. That it gives not only an advan-
tage to the handloom weaver but to a spinner who spins his yarn on the
spinning wheel. :

Mr. Rahimtoola.—I do not know whether he has gained substantially. I
will tell you the two grievances under which the handloom weavers suffer.
One of them is they say that the yarn that they get from the mills which-
is available in the market has less tensile strength than the yarn which-
is used in the mills and therefore they have got to pay a higher price owing
to the duty on yarn to get a better quality of yarn. Another point is that
the goods they market in the country with the cost of production which
they have got to pay cannot stand in competition with the mill made goods:
of similar quality. Therefore their suggestion is either get rid of the duty-
on yarn on which I understand your Association holds very strong views.
Apart from the merits of the question it is on a broad national point of view
that you take your stand. The second point is how you will meet their
suggestion, either there should be a cess on the comparable qualities which
the Indian mills are turning out in order that they immay be able to sell”
their stuff or prohibit the mills from turning out comparable qualities.
These are the two important suggestions that have been put forward before-
us in the .shape of protecting the handloom industry. You have dealt with-
one guestion. What about the other question?

Mr. Kasturbhai—One question we have dealt with and that is the-
guality of yarn. -

Mr. Rahimtoola.—You have dealt with the question of duty on yarn. .

Mr. Kasturbhai.—Quality of yarn we have dealt with in our replies to-
the questionnaire.

Mr. Rahimtoola,—Where. You are referring, I take it, to the replies
which you sent us,

Mr. Kasturbhai—We are referring to our letter dated the 25th July.

Mr. Rahimtoola,—On page 2 of your letter dated the 25th July, you say
*¢ Tt has been observed by the Assistant Director of Industries that im-
ported yarns have been offered cheaper than the mill made yarns ¢ and yet,
in- spite of the reported difference both in regard to quality .and price,
the consumption of imported yarns has decreased latterly owing to the-
preference shown nowadays for cloth made from Indian mill made yarn® ».
That does not cover my point, o

Mr. Kasturbhai—We have stated, if I remember right, that it is always-
possible for us to manufacture the.quality of yarn that is required by the-
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<andloom weaver and if he is prepared to pay the price for it, he can
-always demand that quality of yarn that he might need. We say:—‘ It
bas been alleged however that the quality of the yarm spun is not com-
parable with the imported production and therefore the progress achieved
i8 not of much use to the handloom industry. In relation thereto, my
Committee has to state that various qualities of yarns are being spun by
the mills in India and prices are charged according to the quality. We
-can confidently say that there are certain mills which supply to the market
.yarns as good as foreign ones. The increasing use of Egyptian and other
cottons for spinning fine counts may be mentioned in support of this
‘statement ’’,

Mr. Rahimtoola.—Then, it is not a fact that the yarn which is used by
the mill for their own weaving is not the same as is marketed for the.
-handloom industry.

Mr. Kasturbhai.—It is all a question of price. Here are several mills
which run short of the yarn and they are prepared to pay the price. A
aumber of mills during the monsoon months particularly run short of the
‘warp yarn, and they get it if they are prepared to pay the price.

Mr.'.Rahimtoola.-—What is the general quality of the yarn which is
found in the market and which is generally bought by the handloom
weavers? Is it the yarn of the same quality as that used in the mills or a
little inferior?

Mr. Kasturbhai.—A little inferior because the price is considerably
-cheaper.

Mr. Rahimtoola.—Yes, there is no doubt about that. What about the
-other two suggestions? I want to know about the excise duty on the
«comparable qualities made by the millsp

- Mr. Kasturbhai.—We have said that we shall consider the question and
Jet you know.

Mr. Rahimtoola.—The position raised by the handloom weaver is this.
‘The sari which they turn out costs Rs. 2-6-0 and the sari which is turned
-out by the mills is Rs. 2-2-0. They want this additional 4 annas protection
from mill made cloth. If you think that that should be given in the shape
of a duty or a cess which could be used as a Central Fund for the hand-
loom weavers, then I don’t wish to raise that question.

Mr. Kasturbhai.—In reply to the President, we have said that we will
-go into that question and let you have our considered views. -

President.—That point is also covered by that?

Mr. Kasturbhai.—Yes. )

Mr. Rakimtoole.—Now I shall take up the question of the -managing
agency system. I think that it has relevance to Question No. 33. As far
‘a8 your Association is concerned I think you have adopted the view that,
‘you are quite prepared to accept the suggestion of an ad hoc committee
to go into the question of managing agency system as to how it has
reflected particularly on the textile industry. All those charges which have
been mentioned by the Board in Question 33 would be relevant to the
issue that may be raised. But you will admit one fact that the question
of appointment of a Committee and the Government decision thereon would
take a considerable number of years and I would like to know what would
be the position during those three, four or five years, with regard to the
various kinds of commissions that are being charged at present. by the
‘industry as a whole. As far as Ahmedabad is concerned you have replied
Yo that question by saying that no commissions mentioned in the question,
are taken by the managing agents. That does not cover the whole question
because the question says whether direct or indirect. I want to know
whether this statement stands good .as far as the indirect part is con-
cerned. By * indirect ’, it is meant that the managing agents themselves,
may not have their own stores. or may not purchase.cotton .themselves or
they may not themselves be insurance agents, but they may have relations,
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or they may have part of the commission under a deed of  managing .
agency in which they are interested. Is there amy instance of that kind
thh regald to the items mentioned in this question?

Kasturbhai,—I may submit that if the ad hoc committee that is
proposed to be recommended to the Government of India is likely to take
time and if it is desirable in the interests of the public that the position
of the mill agents should be defined with reference to the mill industry
as such, as far as my Association is concerned we are quite prepared to
face any enquiry conducted by this very Board who may look into each
and every detail and make a report as to the merits and demerits of the
proveiling system. As a matter of fact, you will remember, when I made
that suggestion to the President, he sald that he would rather leave ‘it to -
the ad hoc committee to enquire into the managing agency system.

President.—You don’t commit me to that statement. When I said ‘that
I would rather leave it to the ad hoc committee, it was simply made as a
passing statement.

Mr. Kasturbhai.—As far as Ahmedabad Millowners’' Association is con--
cerned, we are quite prepared to face the minutest enquiry into the manag-
ing agency system, its working and its effect on the textile industry as such
(as far as the centre of Ahmedabad is concerned). With regard to your
second question as to the various items mentioned in the questionnaire I
will deal with them one by one. As regards office allowance and expenses, .
not & single mill company in Ahmedabad has anything in the nature of an.
office allowance or expenses.

Mr. Rahimtoola.—Let me understand that point. As far as Bombay is
concerned, office allowance and office expenses are divided into two separate
categories and I don’t think you will be correct in saying that there are no-
office expenses. Office allowance is a fixed sum paid to the managing.
agents in the shape of remuneration. Office expenses on the other hand
are expenses which are actually incurred by the managing agent in the office
itself which he is running, namely clerks, typists, stationery and so onm.
This is the actual expenditure which the ma.naglng agent incurs and which
is paid by the mill company. The other is a lump sum paid to the manag-
ing agent for the services rendered to the Mill Company. As far as.
expenses are concerned, I don’t think you have given us any information. .

Mr. Kasturbhai.—It is not correct to say that the managing agent-
incurs any expenditure whatever in order to run the managing agency -
business. Whatever expenses are incurred in running the business of the -
Company will naturally be debited to the accounts of the Company.

Mr. Rahimtoola.—That is what is meant by office expenses. So there -
are office expenses.

Mr, Kasturbhai.—Whatever expenses are incurred by the Company will
only have to be debited to the accounts of the Company, but any expense -
that is being incurred by the managing agent as such will have to be-
debited to his own account.

Mr. Rahimtoola.—What are those expenses?

Mr, Koasturbhai,—Take for instance his going to the mills and coming -
back. He. is obliged to keep two cars.

' Mr. Rahimtoola.—Are there no cars maintained at the expense of the-
millsP

Mr. Kasturbhai.—No. I am only saying that the Company is not debited
with what the managing agent is expected to bear. Whatever expenses are
debited to the Mill Company are expenses entirely incurred in connection
with the running of the business of the Mill Company as such.

Mr. Rahimfoola.—It is only a different name. If you will permit my
saying so, you have only given a different heading, whereas in Bombay-
they have specified an item as office expenditure and office allowance. Office -
expenses are incurred by both Bombay and Ahmedabad. You don't want
to specify a head known as office expenditure, but as far as the expenditure -
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is concerned, it is more or less the same. You have also stationery, clerks,
typists and so on. That is what it comes to.

Mr. Kasturbhai.—I am not aware of the Bombay system. As far as our
system is concerned, I say that no office allowance is received by the manag-
ing agent; nor is he receiving any allowance for expenses. Whatever
expenses are incurred by the mill company as such are debited to the mill
company. As regards commission during the past five years, that we have
given in our statement. The next item is purchases of cotton, machinery,
stores, coal, etc. No mill agent is connected, as I told you yesterday,
with the agent who is the purchaser of cotton.

Mr. Rahimtoola.—Directly or indirectly?

Mr. Kasturbhai.—Directly or indirectly, because I explained to you he
is working on such a small basis that it will hardly pay him to have any
partner in it. He is working on a half per cent. basis, out of which he
has to bear the expenses and up-country office where he has to make the
purchases. Surely it would not pay him to give any share out of that.
As far as machinery is concerned; there is none in Ahmedabad.

Mr. Rahimtoola.—I am not talking of Ahmedabad but of mills belonging
to your Association?

Mr. Kasturbhai.—Yes, T follow. As regards stores, there may be one or
two instances wherein a ‘mill agent may have a small share with the stores.
merchant.

President.—Make it half a dozen.

Mr. Kasturbhai.—I am saying this from my own knowledge of things.
There may be an instance or two out of the Agents of 65 or 70 mills,
wherein the agent may have some share. Regarding coal, there is none.
As far as sales of cotton, yarn and cloth are concerned, there is none. As
far as insurance is concesned, there may be oné or two instances in which:
the managing agent may have something to do with the insurance premium.

Mr. Rahimtopla.—You are saying approxxmately You are I take it more
or less sure?

Mr. Kasturbhai—T am more or less sure about it. Tt is known to us:
who they are. As far as advertisement is concerned there is none.

Mr. Rahimtoola.—1 will refer yow in this cenmection’ to the gquestiow
which we have raised regarding the guarantee brokers. That is one of the
points raised by the Tarif Board in 1926, There is nothing as far as
Ahmedabad is concerned ?

Mr. Kasturblai.—There is still one instance.

Mr. Rohimtoola—In spite of 6 years?

Mr. Kasturbhai.—It is only one instance. _

Mr. Rahimtoola.—Your Association cannot, by force of public opinion,
get rid of it?

Mr. Kasturbhai.—It can only be done by legislation.

Mr. Rahimtoola.—Yesterday you were telling us that appmxxma,tely in
every Company about 50 per cent. of the shares were held by" managing
agents?

Mr. Kasturbhai.—I said 30 to 50 per cent.

Mr, Rahuntoola .~—Between 30 and 50 there is a very blg gap. I want
to know which is the approximate one?

" Mr. Kasturbhai.—In some cases I know that as much as two-thirds or
three-fifths of the shares are held by the managing agents themselves.
There are cases in which 85 to 90 per cent. of the shares are held.

.Mr. Rahimtoola.~—Shall we say om an average 35 or 40 per cent. of the
share capital is bheld by managing agents?

Mr. Kasturbhai.—40 per cent. will be correct.
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‘M, Rahvmtoola ~—You have told us that as far as the managing agents
are concerned in Ahmedabad they are guided by public opinion and the
public opmxon is so strong that they dare not do things which are undesirable
or are not in the interests of the Company. Is it true in the case of the
Companies which went into liquidation here the agents themselves have
personally suffered? There are certain mills which have gone into hqmda-'
tion here and I want to know when a mill goes into liquidation, what is the
position of an Agent of that .mill?

Mr. Kasturbhai—He is also completely ruined. There were only two
instances ‘which happened in the year 1923-24 and which were cited before
the Tariff Board of 1926. Those were the instances in which the managing
agents speculated in cotton and lost all the money and though it was repre-
sented by some witnesses that they were not properly dealt with by Govern-
ment, it was not a fact. As a matter of fact these two or three people were
sent to jail for three or five years.

Mr. Rahimtoola.—They have also lost with the mill?

Mr. Kasturbhai.—They are absolutely ruined people—almost beggars in
the - street.

Mr. Ralimtoola.—That would be the position of the managing agents of
the existing mills?

Mr. Kasturbhai.—Naturally.

Mr, Rahimtoola.—That would be?

Mr. Kasturbhai.—Yes.

Mr. Rahimtoola.—Their interests are more or less identical with the mill
vompanies ?

Mr. Ka,stwrbha,t —Not only that, but if a managing agent were to mis-
‘manage or misbehave in a manner pre;udlclal to the public interests, he will
not get, as I said, any further support from the "Ahmedabad public.

Mr. Rahimtoola.—Support in the shape of deposits?

Mr, Kasturbhai.—It is a most important item in the management. If 1
manage my mills properly, I get the fullest public support. If I start a new
voncern, I will get the capital that I ask for subscribed in 24 hours’ time
orif I want deposits T will get them at considerably less rates than others,
but if it is found that the mill under my charge is not well managed, then
I will have to pay through my nose every time I approach the public :

Mr. Rahimtoola.—Whether a mill is well managed or not is judged by
the amount of dividends?

Mr., Kasturbhai.—Not at all. )

Mr. Rahimtoola.—In what way can the public come to know?

Mr. Kasturbhai.—Ahmedabad business is. more of a family affair. The
ins and outs of one are being talked out the very evening. If some one has
done anything which is against the public morality or against the routine
working of the mill, it immediately comes out. If I purchased about 500
bales of cotton to-day at a certain price, it will be reported to every agent.
In the evening he comes to lnow that Mr. Kasturbhai has purchased
cotton at such and such a price instead of purchasing at such and such &
price. Instead of purchasing at Rs. 13-2-0 if I buy at Rs. 13-4-0 they will
come to know of it and if I happen to pay a higher price my reputation
suffers. The same is the case with regard to the purchase of stores and sales
of cloth., If I séll to-day, say, 500 bales of piece-goods at a ‘cheaper «r
higher price other agents, cloth brokers and everypne else will be in the
know of it: it will be reported to most of them and they will take action
as they think best on the reports received.

Mr. Rahimtoola.—There were two points raised yesterday as far as the

managing agency system is concerned, one was that the managlng agent took
8% per cent. commission on sales; thab is the general practice in, Ahmedabad
Do you think that is a good practlce? :

Mr. Kasturbhai.~I think it is very fair. =
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Mr. Rahkimtoola.—Do you think it is fair to the shareholder?"

Mr. Kasturbhai.—Yes, because he is getting the work done at a minimum
remuneration.

Mr. Raohimtoola.—Is it not a fact that whether the company makes a
profit or not the agents are by this agreement entitled to get 3} per cent..
on sales? .

Mr, Kasturbhai.—I concede that, as far as the legal liability is concerned,
but the public being alive to it; it is rarely that he is allowed to take the-
commission in spite of losses. If you like I will cite instances.

Mr. Rahimtoola.—I am comparing the two methods, one commission on
profits and another commission on sales. I only want to put it to you that
commission on sales is no inducement to the managing agent to work better-

but as far as commission on profits is concerned he gets no commission
unless he works better.

. Mr. Kasturbhai.—With the stake which he has in the company, that is.
the money he has put in the concern, he is prepared to work on that
remuneration but if it is on the profit basis it will not be possible to have
anyone coming forward to take up the business.

Mr. Rahmitoola.—I am not discussing the minimum rate that he should
get; it is the question of the system.

Mr., Kasturbhai,—On principle I admit that commission on profits is a
sounder proposition than commission on sales.

Mr. Rahimtoola.—The second point was that in the managing agency-
system here there are various partners and whatever the extent of their-
partnership is, as far as their position is concerned they are more or less.
sleeping partners and if the mill is managed by one man whose share in the
concern is of no consideration but is appointed managing director or what-
ever it may be, and supposing one of the partners whose share may be very-
little or very large feels that the management has not done well, has
incurred losses instead of profits, has be any right to question or interfere
as a partner?

Mr. Kasturbhai.—No. He is bound to be tackled by his other partners.
but he can’t be removed because of the losses.

Mr. Rahimtoola.—He can sell his shares?

Mr. Kasturbhai.—Yes. :

Mr. Rahimtoola.—There was a point which was raised by the Indian
Merchants’ Chamber that preference should be given to Indian raw materials.
such as coal, stores, insurance and so on as far as possible by the managing:
agents who desire protection.

Mr. Kasturbhai—We are entirely in favour of it.

Mr. Rahimtoola.—What is the practice?

Mr. Kasturbhai—We would be quite prepared to have a recommenda-
tion from the Tariff Board that mills which do mot favour swadeshi should
not enjoy protection because we believe that if we ask fol: protection it is.
up to the publio to demand of us that we shall use nothing which is not
swadeshi,

Mr. Rahimitoola.—That is a general proposition which the Board will
‘have to consider. I wanbt to know what is the actual practice in the.
mills. )

Mr. Kasturbhai—As far as insurance is concerned not one mill in
Ahmedabad is placing its insurance with any foreign company; all the
insurance is placed with Indian concerns. As far as stores are concerned:
such of the articles as are Indian made are used and favoured in prac
tically all the mills. i

Mr. Rahimtoola.—What about coal? - :

Mr. Kasturbhai.—As far as coal is concerned we have never handle_d any-
foreign coal as such, : ) :
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President.—Where do you generally get your coal from?

Mr. Kasturbhai.—Bengal and Central Provinces.

President.—The bulk. of it from Bengal?

Mr. Kasturbhai.—About half and half.

Mr. Rahimtoola.—We discussed yesterday the duty on artificial silk
yarn. I want to understand the position more clearly. Your pomt is that
at present for borders and so on mills are using real silk in place of
artificial silk.

Mr. Kasturbhai.—Yes.

Mr. Rahimtoola.—And your point is that artificial silk competes with
that and therefore you are not able to sell at a remunerative price and
therefore you want a prohibitive duty on artificial silk?

Mr. Kasturbhai.—Yes.

Mr. Rahimtoola.—You don’t want the Board to go into the question of
‘the silk industry as such but your point is that the silk which is being
used by you comes into competition with artificial silk.

Mr. Kasturbhai.—Yes.

Mr. Rahimtoola.—Isn't there some kind of prohibition against the use
of artificial sille?

Mr. Kasturbhai.—There is no question of prohibition: we have recog-
nised this truth that if we want to satisfy our customers we must supply
them with swadeshi goods. If we mix it up with foreign silk or foreign
artificial silk it will become difficult for us to market our goods. That
"being so we have given up the use of artificial silk altogether.

Mr. Rahimioola.—It is a different ground from the ground you have
advanced before.

Mr, Kasturbhai.—I am now pressing the point from the point of view
-of swadeshi.

Mr. Rahimtoola.—You are pressing the national point of view?

Mr. Kasturbhai.—From the most selfish point of view. It will not be a
paying proposition for a mill company to manufacture stuff which cannot
be sold in the market. Even up-country mills which have been using
artificial silk must be finding it difficult to market that as normally as one
would like to.

Mr. Rahimtoola.—It is very difficult for you to speak of people who have
not come in contact with the goods which you are manufacturing and T
want to find out whether your goods have a better sale from the point
of view that they are pure swadeshi as against those which are mnot entirely
swadeshi.

Mr. Kasturbhai.—Very decidedly the market that is being commanded
by Ahmedabad products to-day in various centres in India I have serious
doubts if any other mills in any other part of India is commanding to the
same extent because the consumer hae an absolute guarantee that Ahmeda-
bad products are pure swadeshi products.

Mr. Rahimtoola.—As regards labour you told us yesterday that Japan
has a distinct advantage and had it not been for that advantage Ahmedabad
would be able to do very well. It is one of the great hindrances which the
mill industry is suffering from, that is want of efficiency in comparison to
Japan. I want to know what is the position of labour here and what the
millowners have done for its welfare.

Mr. Kasturbhai—As far as the last 14 years are concerned I may say
that the first labour movement started in Ahmedabad in 1918.

Mr. Rahimioola.—I have raised this question because we have heard from
various places that Ahmedabad is running its labour in a manner which
helps the industry very substantially and we would like to have some idea
as to how exactly you achieved this. .
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. Mr. Kasturbhai—Our relations with labour are most cordial. In am
industry of the size of the Ahmedabad mill industry there are bound to be
some disputes with labour in a particular mill, but we have evolved a
machinery whereby such of the disputes as occur have got to come before
what we call the ‘ Conciliation Committee >’ which deals with the minor
<questions and if there are major questions the matter is referred to the Beard
of Arbitration and their decision has always been accepted both by the
labour union and by the Millowners’ Association. .

Mr. Rahimtoola.—That means that labour as such is not in a position to
go on strike at once?

Mr. Kasturbhai.—No. After the Board of Arbitration have dealt with the
dispute if there is any difference of opinion it is submitted to an Umpire
and his decision, howsoever unacceptable it may be to the Labour Union
or the Millowners’ Association, is given effect to by either side. Thers
have been instances in which the Mill Company did not like the Award of
the Board of Arbitration or even the decision of the Umpire but the Assozia-
tion took such steps as would make the award enforcible on that Com-
pany.

Mr. Rahimtoola.—What is the position if the labour is dissatisfied with
‘the award? .

Mr. Kasturbhai.—The labour union take steps to .explain to them that
the one great principle that has been accepted both by them .and the
Association is the Award by a third party and howsoever unwilling they may
be they must accept the award once the dispute is submitted to the Board
«of Arbitrators. :

President.—That means the labour leaders have sufficient influence over
their men to enable them, even if the decision is adverse to them, to have
it accepted because it is coming from a party which commands their con-
fidence as well as that of the millowners.

Mr. Kasturbhai.—In cases where it is unacceptable to the labour as such
the labour union will take steps to get it enforced as the Millowners’ Associa-
tion will take steps to see that an unwilling member accepts the Award.
‘Similarly if certain workers are not prepared to accept such an award then
the Labour Union will have nothing to do with such workers as do not abide
‘by this decision. ’ '

Mr. Rahimtoola.—What about the amenities?

Mr. Kasturbhai.—We are giving something like Rs. 15,000 annually for
‘the education of our labourers. Members of the Association have formed
into a group and have subscribed about Rs. 3 lakhs and from that fund
about Rs. 15,000 a year are given for the education of labour. Then, time
‘and again, whenever labour asks for some other facilities they are made
available to them as circumstances permit. For instance, we are very keen
on seeing that our labour gets out of the grips of liquor and we consulted
our members and got them to subscribe and to assist the Labour Union to
<carry on propaganda at the mills so that our labour may get out of the
-grip of the drink habit. We paid them a sum of Rs. 8,000 or Rs. 9,000;
besides that there are several créches in the mills where labourers’ children
-are kept and looked after: then there are dispensaries, hospitals, etc.

Mr. Rahimtoola.—What about housing?

Mr. Kasturbhai.—Some of us have provided quarters. We have provided
4,000 tenements which house 12,000 to 15,000 people.

Mr. Rahimioola.—What is the total number of labour employed?

Mr. Kasturbhai.—75,000. . ¢ offic > It the Iab

Mr. Rahimtoola.—What about the question of efficiency e labour,
-as T understand from you, is so contented and happy and has not the ghost
of a chance of going on strike, have you mnot been able to persuade the
Jabour to adopt better methods by which you could get better efficiency?

Mr. Kasturbhai.—The dificulty we are up against is this that the union
believes that if we were to raise them up to higher efficiency it would mean
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8 displacement of several of them which is a big impediment in the way of
any progress being made in the direction of labour efficiency. o

Mr. Rahimtoola.—I thought that should not come in the way of Ahmeda~
bad which is having new mills every "year or half a dozen in two to three
years. Therefore the labour which is displaced can be easily accommodated
in' the new mills.

Mr. Kasturbhai.—That could be tackled but wp to now we have mot.
succeeded in dealing with it. :

Mr, Rahimtoola.—As you lay great emphasis and quite rightly too I
thought your Association would serve a very useful purpose by devoting their
attention to this aspect. : )

Mr. Kasturbhai.—We are devoting our attention to it. It is a very
big question as far as the labour union is concerned -and if the progress.
that we are looking forward to be made in that direction is to be practi-
cable, that would be the best thing to be wished for and we could easily do
away with any protection whatever if we are in a position to educate our
labour in the way we would like them to.
~ Myr. Rahimtoola.—Is there any inherent disability that is preventing you
or is it simply a question of getting a few men unemployed?

Mr. Kasturbhai.—The whole of Lancashire has gone on strike on that.
very important question. It is an admitted fact that a weaver could
manage more looms than he has been accustomed to but as it is likely to
displace his other brothers working in the same line they are not prepared
to do it and we are faced with those very difficulties.

President.—Supposing as the result of protection it was possible for the
Indian industry to capture the whole of the Indian market, that is to say,
1,000 million yards, and you adopted in the Indian textile industry am
efficiency scheme as they were considering in Bombay, would not the labour
that would be displaced under thé scheme find enough occupation?

My, Kasturbhai.—It would.

President.—Of course it is a very theoretical calculation.

Mr. Kasturbhai.—There is an instance in my own mill, the new one
‘that I showed you: there we adopted a system whereby one man looked
after the two sides on the ring frame even in the other machines we have
tried to reduce the number of men per 1,000 spindles to the frame. We can’t
take them to the maximum limits. I find in America one tenter can look
after 17 to 18 sides of ring frames.

President.—That is much too ambitious. If we can introduce a system
on the lines of the efficiency scheme which was considered by the Fawcett
Committee and if we can give reasonable assurance that the amount of
labour under that scheme would find employment in the development of the
industry that follows under a protective scheme, then it seems to me we can
make a reasonable appeal to labour on that basis.

My. Kasturbhai.—The only solution that appears to me feasible in this
regard is I submit for your consideration that the Association or the Labour
Union in such big centres where they may be existing should come to an
agreement with each other—these are my personal views—that no more
fresh labour should be recruited in that centre.

President.—1 see what you mean. It is a sort of pooling arrangement.

Mr. Kasturbhai—Yes. All the labour that is engaged to-day in a
particular industry in a particular centre will have to become members of
that union.

. President.—That is to say Bombay, Ahmedabad, Cawnpore and Calcutta
must enter into some sort of concerted arrangement.
.. - Mr. Kasturbhai.—Not concerted with each other, but concerted with
their own local unions. They must have local unions. S
" President.—Supposing’ the bulk of your mills have got some kind of
. officiency scheme here and you get a considerable number of labour dis--
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placed, it would be impossible for the Ahmedabad mills to absorb the whole
of that displaced labour. I think at the same time some other centre may
be in & position to absorb that. You have in other words a system under
which the labour will be pooled all round. Unless you do that on a large
scale basis, it may not be possible. The immobility of labour is such that
Jou cannot possibly provide for it. If you do it on a small scale, I do not
krow whether that would provide a solution.

Mr. Kasturbhai.—If at particular centres efficiency is raised consider-
ably, labour is bound to be affected in other centres.

President.—If another mill in Ahmedabad wants labour, it must not
recruit labour afresh, but take a man who was displaced by some other
mill which has adopted the efficiency scheme.

Mr. Kasturbhai.—Yes.

Mr.: Boag.—At the present moment this would not apply here because
5 or 6 new mills are being erected.

My, Kasturbhai.—It would be incorrect to say that. These 5 or 6 mills
at the most do not contain more than 10,000 spindles and 200 or 300 looms
each. Though they may be counted as mills, they are really not of the size
of one of the Bombay mills. .

Mr. Boag.—They are still using more labour.

Mr. Kasturbhai.—Provided you protect us and provided that the mill
is. run efficiently, it may grow gradually into that size. As far as the
numbers are concerned, it 18 a very misleading proposition to say that so
many mills are being opened out in Ahmedabad, while as a matter of fact
they are mere small factories like a ginning factory or a pressing factory.

Mr. Boag.—Whatever may be the size, it is absorbing a certain amount
of labour. That is the only point I want to make.

Mr. Kasturbhai.—That is true.

Mr. Rahimtoola.—You say that the Ahmedabad Mill industry does not
cater for the export trade in particular. You have not devoted any atten-
tion to it or you find that the market is not suitable?

Mr. Kasturbhai.—It is not a practical proposition for Ahmedabad situated
as it is 300 miles away from a port. The railway freight will form such a
large amount that it will not be in a position to offer its goods in the
foreign market at competitive rates.

President.—It is not a practical proposition for anybody?

Mr. Kasturbhai.—I don’t know that. I am aspiring to see centres
developed in India where the efficiency could be no less than what is obtain-
able in Japan. There is no reason why it could not be done. )

President.—If you are going to consider that a practical suggestion in
connection with the scheme of protection, if the Indian textile industry
-can’t hold its own in a protected market, it cannot hold its own in an
unprotected market.

Mr. Kasturbhai.—Quite. K .

Mr. Rahimtools.—I want to ask you one more question and that is
regarding fine counts. Please see Mr. Hardy’s statement question No. 1 ():
trade in dhutis imported from the United Kingdom and the Indian mill
production overlap to a small extent. You know that most of the goods
.imported from United Kingdom is chiefly of fine counts and it will be neces-
sary having regard to the terms of reference to find out to what extent
Indian industry has made progress in fine counts and how far it is coming
in direct competition. I find that you have dealt with that in your repre-

. sentation from pages 6 to 11. There is also a complaint which you have
made in your representation yesterday about statistics which is contained
on page 10. I would like to know exactly what the position is as far as the
fine counts are concerned. Your position appears to be that there should be
no preferential duty. You have raised that in the replies to the . last
question and it would be necessary for the Board to know exactly what the

position is,
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Mr. Kasturbhai.—My submission is that to measure from the statistics of -
counts the progress made by the industry is not correct in this much that
the poundage turned out of finer counts from the same number of spindles
will be considerably-less than the poundage turned out of the coarser counts..
That is to say suppose I have got 100,000 spindles spinning on 20s, my
daily production will be something like 50,000 lbs. If those very 100000
spindles are engaged in spinning 40s my productmn will barely be 20,000 lbs
Hence to make a comparison merely from the poundage, in my humble view,.
is erroneous. The real progress made in the matter of the fine counts can
only be compared with regard to the number of spindles that they have gone-
over from the coarse to the fine.

President.—But your statement is only 25 per cent.

Mr. Kasturbhai.—25 per cent. of the looms are on the fine.

President.—What was it in 1925-26? e

Mr. Kasturbhai.—We have stated that.

President.—What exactly is the percentage?

Mr. Kasturbhai.—We have to work it out.

President,—Can you give me an approximate figure? If you take the
total number of spindles and the number of spindles engaged on fine and
medium counts, what percentage would it work out.

Mr. Kasturbhai.—We will have to work it out. :

President.—My own suggestion is this. I accept your point about pound-
age. If you work it out on the spindleage basis, it will work out the
same,

Mr. Kasturbhai.—It will work out the same as far as the same counts are
concerned.

President.—What I mean is this. If you work out on the spindleage
basis you will find over a period of 5 years on medium and fine counts that
is above 30s, the proportion has nearly doubled. That is precisely the pro-
portion you will get also on the poundage basis and my suggestion is in
order to present this matter you ought to give the counts, the yardage and:
the poundage.

Mr., Kasturbhai.—Yardage will be avallable We are going to give the-
yardage per lb.

President.—As a mater of fact when you say it was 9 per cent. in
1925-26 on poundage basis, it is 18 per cent. in 1931-32. That is to say
the proportion has doubled. It is a very considerable increase. If you are
not satisfied with that, taking it on the yardage basis you will find that
it has increased from 10 to 35 per cent. You can put it on both basis.

Mr, Kastu/rbhar, —Particularly as the imports are measured in yardaoe,
it will give you a fairly good idea as to how much cloth that is manu-
factured in Ahmedabad will come in direct competition with the imported
cloth.

President.—Your alternative suggestion on spindleage would be helpful.

Mr. Kasturbhai.—I mentioned that in regard to the lower counts com-
pared with finer counts. If merely the poundage of the coarser eounts witlh
the poundage of the finer counts is taken, it will not convey the correct
idea. That was my peint. )

President.—I am afraid you rather mlsnnderstood my peint. X thought
about this point after we had finished the examination. What I did was to-
omit from my cslculation all kinds of cloth which are woven from 20s.
and above, so that to a very large extent I have eliminated the weight
factor. If you get a proportion on that basis te a very large extent, yow
are representing the picture correctly.

Mr. Kosturbhai.—Yes,

President.—You can, as I said, take the yardage basis too.

Mr. Kasturbhai.~Yes.
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Mr. Rakimioola.—The only question which remains to be tackled from
the Tariff Board’s point of view is the question about the fulfilment of the
<conditions of the Fiscal Commission.

Mr. Kasturbhai.—It is very. kind of you to put this question, because
‘'we are anxious that due notice should be taken of those conditions.

. Mr. Rahimtoola.—There are three conditions laid down by the Fiscal Com-
mission. The first is that there should be enough raw material available in
India and there should be a large home market. I take it that the textile
industry fulfils that condition.

Mr. Kasturbhai.—Entirely.

Mr. Rahimtoola.—We will come to the second condition. The second
condition is that it must be proved that the industry is not able to carry
on its work without sufficient assistance.

President.—That condition is not fulfilled.

Mr, Kasturbhai—What we submjt is that if protection is granted, we
should be in o position ultimately to do away with protection.

Mr. Rahimtoola.—That is the third condition.

Mr. Kasturbhai.—The industry must be one which .without protection is
not likely to do it.

Mr. Rahimtoola.—It is not likely to do it. The Chairman has just
Temarked that it doesn’t apply to Ahmedabad.

Mr. Kasturbhai—Just as T explained, to measure the progress made

by Ahmedabad by the six or dozen chimneys will be a wrong baremeter to
“apply. - The real thing to measure it is by the number of looms and spindles.

Mr. Rahimtoola.—Is it your opinion that the industry in Ahmedabad will

«close down if protection is not given? :

Mr. Kasturbhai.—We aspire to supply the Indian home market to the
fullest extent. We are entirely in a position to supply the home market:
as such and unless protection is forthcoming it will not be possible for us
to do that (without protection being granted). Just as I explained to the
‘Chairman yesterday, America which is technically much better equipped, and
which grows its own cotton, without proper protection against Lancashire,
could not do it, because Lancashire being technically better equipped was
able to export its goods to Amerioa. '

Mr, Rahimtoola.—Tt is a general fact kmown all over the country that
you have tried to educate the consumers or your customers as you call it to
such an extent that they prefer Indian made goods as against the imported
ones. ) R

Mr. Kasturbhai.—Yes.

Mr. Rahimtoola.—Therefore I do not know how the industry cannot exist
without protection. The foreign element doesn’t come into the picture at
all. You even went to the extent of telling us that the imported yarn used
by the handloom industry is a great handicap,because the customers do not
buy it not on the question of price, but simply because -they have msed
imported yarn in their cloth. Therefore the position of the Ahmedabad
industry is not such that if protection is not granted the factories will
close down. : '

Mr. Kasturbhai—The position is this that whatever public opinion” hag
been educated in recent times on this question, T daresay you will concede
that it is impossible for any one to educate the _35() millions of people in
India. T conceive that as far as the larger proportion of_educated classes are
concerned, they have been educated in the, swadeshi sentiment, but there are
classes which are absolutely uneducated and ignorant wluqh do requirsy
cloth and who will not be able to distinguish between foreign' and home
made cloth, .

Mr. Rahimtoola.—I was only confining myself to Ahmedabad industry at
present. You told me that public opinion is so strong that the article
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which contained imported yarn, everything elss being swadeshi, was not
preferred simply because it contained an element of imported yarn.

Mr. Kasturbhai—That is so.

Mr. Rahimtoola.—If that is so there would be no difficulty in sellmg
your stuff whether the industry is protected or not.

Mr. EKosturbhai —We are mnot selling our stuff in Ahmedabad alone.
‘We are selling our stuff in all the 4 corners of India. There is not a centre
in which Ahmedabad cloth does not find a market.

Mr. Rahimtoola.—You told me even on that point that your stuff was
preferred as against the other mills’ stuff, because you are considered
reliable as far as swadeshi was concerned.

'M'r Kasturbhai.—That is so.

Rahimtoola.—Therefore as far as Ahmedabad mills are concerned,
thexr posmon is not so bad as the other mills.

Mr. Kasturbhai.—I do not know whether that logic is entirely correct.

Mr. Rahimtoola.—It follows from the swadeshi movement?

Mr. Kasturbhai.—To a very great extent it is correct.

Mr, Rahimtoola.—That is the point.

Mr. Rahimtoola.—As regards the third condition which you told me that
the industry, after the protection for a definite period would be in such a
position that eventually it would be able to do away with protection. I
‘would like to know what your views are.

Mr. Kasturbhai.—It should come into that position.

Mr. Rahimtoola.—It is all right for us to make statements. It is meces~
sary for the Board to go into the minutest details and work out figures
in order to show that by giving protection for a sufficient number of years,
the efficiency and economy resulting thereby would be of such a character
that the selling price after that period is over would be such as to give

. you a fair chance of competing with the imported goods. ‘

. Mr. Kasturbhdi.—As far as the machinery, equipment, lay out, etc., are
concerned, India is in a position to equip the mills with the most up-to-date
machinery and turn out the qualities that are required by its various
markets. The only question, as I explained to you yesterday is technique.
Yo train our labour and to get effective efficiency in producing our cloth
would necessarily take some time and for that period we require protectionm
if we are to stand in competition with the imported goods.

Mr. Rahimtoole.—Would you be in a position after a period of ten
years, supposing protection was granted, to get your labour trained in suchk
a manner as to get efficiency, if not equal to Japan, at least to a very
great extent better than what it is at the present juncture?

Mr, Kasturbhai.—We hope to. As far as certain departments are con-
cerned we have certainly gone as far as it is humanly possible to go.

Mr. Rahimioola.—So far as they are concerned, you don’t expect any
improvement ?

Mr. Kasturbhai.—No; that is, in the recent plant that has been installed,
there are ahout half a dozen or eight departments, out of which two or
‘three departments are so well equipped that their costs of production will
be the minimum that can be had in any part of the world.

Mr. Rahimioola.—What are those departments?

Mr. Kasturbhoi.—Blow room, high speed winding, warping, sizing and
drawing.

President.—High draft spinning?

Mr, Kosturbhai.—Yes.

President.—Everything except automatic looms?

Mr. Kasturblai.~I will explain to you. Even in the ring frame there
is scope for further improvement. As I say we have made it possible



149

to-day in our recently installed frames for oneé man to look after two sides.
We do aspire that he should be able to look after 4 sides and thus reduce
the cost of production. As far as the power plant is concerned, it is the'
aost modern and I doubt whether any other centre could lay claim for such
reduced cost of production as far as power plant is concerned excepting
the matter of high freight on coal which is a proposition beyond our
remedy, . '
Mr, Rahimtoola.—That is due to the railway policy?

Mr. Kasturbhai.—Yes. As far as our power plant is concerned and as
far as certain other departments are concerned, we have gone to the
anaximum limit. The only departments that need improvement are the
spinning section and the weaving section. ‘

President.—As my colleague pointed out, if we are to establish a case
for protection, it is necessary for us to prove definitely that the third
condition of the Fiscal Commission is satisfied. It is possible for us to make
a.general statement of the kind that you have indicated. If you install an
up-to-date machinery, and if you improve your lay out and things of that
kind, it is reasonable to expect that substantial economies will be effected
but in order to bring the case home to the Legislature and to the public
it is necessary, I think, to translate those general statements into statistical
terms and I should like very much the Ahmedabad Millowners’ Association
to help us in this matter.

Mr. Kasturbhai.—Certainly.

President.—I want in the first place to remove any fears that may arise
in your minds by the kind of suggestion that we are making. Speaking
from my experience of other industries I can say that an applicant for
protection is rather frightened because he gets the feeling that on those
costs we would base the protective duty. Speaking for myself and my
colleagues, we have no idea of doing anything unfair to the industry. What
I am really asking to-day is I want you to give me as far as the data in
your possession will permit the extent of the economies which would be
brought about by the introduction of the new plant and methods that you
have in mind? . :

Mr. Kasturbhai.—We will do that.

" President.—If we can establish that at the end of ten years the Indian
industry would be able to dispense with protection except to the extent that
protection is afforded by a normal revenue duty, in that case, the third
condition of the Fiscal Commission is absolutely fulfilled. On such figures
as I have been able to see—I am speaking very tentatively—the suggestion
that I am making is this. If the general level of wholesale prices in this
country and throughout the world goes up to where it stood in the earlier
Yyears—say 1929—then you get a nett increase in your return because even
if cotton and stores go up in the same proportion there would be a certain
margin, If the level of wholesale prices could be pushed to the level of
1929, and if the Indian textile industry could bring about a reduction of
about 10 per cent. in their labour, overhead and other charges, then it
seems to me that the Indian industry would be able to withstand competi-
tion with the assistance of a revenue duty of 10 to 15 per cent. That is
the sort of general idea I want to have. If I am able to establish that
proposition I have completely established the case for the protection of textile
industry. If I am not able to establish the proposition on those lines, then:
T am afraid I may convey to the mind of the Assembly the natural appre-
hension that protection of this big industry is going to be a perpetual
burden to the country and when it is an article of universal necessity, that
prospect is something that has to be reckoned with. :

Mr: Kasturbhoi.—Yes.
President.—Apply your minds to the suggestions I have made.

Mr. Kasturbhai—If I can give you the cost of production of various
items calculated on the old basis so far as it goes and on the new basis
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that. has been adopted in a mill of fairly good size—52,000 spindles and 1,100
loome—will that be enough for your purpose?
" President.—Yes, the kind of costs that you anticipate om that mill.
Mr. Kasturbhai.—That is not an anticipation, but it has been actually
put into operation. * ]
President—If in addition to that you could also give us an estimate of
further economies in the new mill it would be helpful. :
Mr. Kasturbhai.—That will be problematical. I will try, if you like.
President.—You give it on that basis and the assumptions we shall make?
Mr. Kasturbhai.—I will give it for a mill run in 1930 with the machinery
that was then available, and the lines on which it was running then and the
lines which we have adopted in recent years for turning out these finer-
varieties.
President.—I think that will do for our purpose.

Mr. Kasturbhai.—I suppose I have to give you all the costs, power and
everything. For what counts do you want us to give this? :
President.—I should like you to give me figures in respect of counts where-

the competition is keenest. You had better give for 30s to 40s? Don’t you
think that would be the best?

Mr. Kasturbhai.—Yes, for 40s on an average including bleaching and dyeing-
charges,

Mr. Rahimtoola.—As regards the managing agency, there is one point
that I want to discuss with you and that is in comparison with Bombay. We
are told in Bombay that one of the reasons why the managing agency system
is necessary is that the Bombay mills are unable to get the necessary finance-
without the double signature. I suppose that this is not the case as far as
Ahmedabad is concerned.

Mr. Kasturbhai.—We are getting our finance from the public, but if we
are to go to the Bank, however first class the stability of the mill company
may be, money cannot be had without a second signature.

Mr. Ralimtoola.—That is what the Banks insist on if you go to the-
Banks. That is another point. I say that the system in Ahmedabad is of’
such a nature that there is no point in going to the Bank because the neces-
sary finance that they require for their working capital can be had by short.*
deposits or long term deposits and therefore as far as the managing agency
system is concerned it is not necessary to retain it on this ground?

Mr. Kasturbhai.—Absolutely neéessal‘y on that very ground.
Mr. Rahimtoola.~Tell me how?

Mr. Kasturbhai~—As I said yesterday the Mill Company which gets.
deposits does not get them on the standing or status of the Company but.
on the standing or status of the Mill Agent. As I explained to you yesterday,
if any technologist or economist were to come forward in Ahmedabad and
start a concern, he will not be able to get the necessary capital. The capital
that is to be had—whether share capital or working capital—it is to be had
only on the integrity and status of the party who comes forward as the
Managing Agent.

Mr. Rahimtoola.—That was exactly my point. Here the system is
different. The public have confidence in the managing agents. In the other
case the Banks, irrespective of any cousideration, insist on two. signatures,
whether it is Ahmedabad Millowner or any other millowner. The system
is such from the Bank’s point of view that two signatures are required, viz.,
the signature of the Mill Agent representing the Company as well as his-
own personal signature. That is not the case in Ahmedab.ad. Your system
is worked more by the public having confidence in a particular Mill Agent
who is able to get the necessary finar.ce. That was my point.

Mr. Kasturbhai.—The Managing Agent is an indispensable entity as far as
Ahmedabad is concerned.
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Mr. Rahimtoola.—As far as finance is concerned ?

Mr. Kasturbhai.—Yes, as far as the Ahmedabad textile mdustry is
concerned.

Mr. Rahimtoola.—There cannot be any mill in Ahmedabad without ‘the
system of managing agents?

Mr. Kasturbhai.—That is so. As I said, however capable a technical man
may be, he will not be able to get the necessary capital.

Mr. Rahimtoola.—I am now talking of managing agents. You are dis-
tinguishing between managing agents and mapaging agents.

Mr. Kasturbhai.—Merely with technical qualifications you cannot get
capital. Unless the managing agent is of a certan status, you won’t get the
capital.

Mr. Rahimtoole.—~Even if he floats a mill?

Mr, Kasturbhai.—Yes.

Mr. Rahimtoola.—Under the present system?

Mr. Kaesturbhai.—Yes.

Mr. Boag.—There are just two or three small points on which I should like
a little more information if you could give it. The first one is with regard
to the purchase of cotton. You told us yesterday how you arranged the
purchase of Indian cotton. What is your system for the purchase of Egyptian
and African cotton and Uganda cotton?

Mr. Kasturbhai.—As far as Uganda cotton is concerned, the premium is.
always over the Broach cotton. ,(That premium is found out and an oﬂ"er is.
made to the merchant at a partmular premium.

Mr. Boag.—Where do you' buy it?

Mr. Kasturbhai.—In Bombay as well as in Ahmedabad?

Mr, Boag.—You buy it here too?

Mr. Kasturbhai.—Yes. There are commission agents who sell it on half a
per cent. commission basis. Regarding the Egyptian cotton, we get the
samples and if they are approved, their prices are found out and counter
offers are made, that is to say, if a particular sample is quoted at Rs. 350
and if in our estimation it is worth only Rs. 325 or 330, an offer will be made
to the party who has submitted the sample at about that price.

Mr. Boag.—Who are the parties who submit the samples?
Mr. Kasturbhai.—Local commission agents.

Mr. Boag.—So that as far as you are concerned, the system is practically
the same—I mean the system of purchase of African cotton is the same as
the system of purchase of Indian cotton?

Mr. Kasturbhai.—Yes.

Mr. Boag.—And the rate of commission is the same in each case?

Mr. Kasturbhai.—Yes.

Mr. Boag.—There are one or two points with regard to labour. Is most
of your labour local or does it come from outside?

Mr. Kasturbhai.—Generally speaking up to recently, up to three or four
years back, most of our labour was recruited from round about Ahmedabad—
say within a radius of about 50 miles from Ahmedabad. Recently there
have been some importations from the United Provinces and some of the
Northern Provinces. They are not much; still there are some importations.

Mr. Boag.~What proportion do they bear to the total?

Mr. Kasturbhai.—~We have not got the exact figures.

Mr. Boag.—Roughly what is the proportion?

Mr. Kasturbhai.—Not more than four or five per cent.

Mr. Boag.—What is your system of recruiting labour?

Mr. Kasturbhai.—Generally, now-a-days, since the Labour Commissior
criticised the method of recruitment, it is now handed over to the Assistants:
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in the mills who will do it with the approval of the head of the Department;
‘that is to.say, if I am starting a mill, there would be a certain number of
applicants who would like to be taken in. The Assistants in that depart-
‘ment or mill will interview them if it is a new concern.

Mr. Boag.—Take the case of the new mill you have just started?

Mr. Kasturbhai.—In my case every applicant has been interviewed and
interrogated by the Secretary of the Company and the particulars obtained.
Such of the applicants as were found desirable were taken in, the rest being
turned out in order that there might not be any bribery for getting the job.

Mr. Boag.—You have eliminated the jobber altogether?

Mr. Kasturbhai.—Jobbers have been engaged also. Their power has been
‘taken away. Take for instance the weaving sheds. Formerly it was the
head jobber who used to bring the line jobbers. It was open to him to
‘engage those whom he liked. In our case the head of the weaving depart-
ment has interviewed several line jobbers and selected those whom he liked
-and engaged them.

Mr. Boag.—Is that practice commonly adopted by the mills?

Mr. Kasturbhai—It is getting common. I cannot say that it is common
in all the mills but I think that it is getting into vogue.

Mr, Boag.—With regard to wages in answer to Question 35 you say ¢ Wages
have been standardised in spinning section in Ahmedabad by mutual consent
-of Labour Union and the Association through the Arbitration Board. In
‘the weaving section increments, etc., have been granted by the Arbitration
Board ””. Does that imply that the wages in the spinning sections are uniform
for all the mills in Ahmedabad ?

Mr. Kasturbhai.—Yes. In most of the departments in a mill, the
standardisation of wages has taken place. It is only in one or two depart-
‘ments where standardisation has not taken place, but wages are paid more
‘or less on the same basis. )

Mr, Boag.—Does that apply also to the mills which are not members of
.your Association? ' '

Mr. Kasturbhai.—Yes, except those mills which may be weaving very fine
-counts where wages may be different.

President.—Since when was this standardization system enforced?

Mr. Kasturbhai.—Since 1920; it has progressed since then.

Mr. Rahimtoola.—At present it is more or less a general practice?

Mr. Kasturbhai.—Yes. )

Mr. Boag.—I think you said yesterday that you increased the wages three
or four years ago?

Mr, Kasturbhai.—In 1930.

Mr. Boag.—Was that in all departments or only in some departments?

Mr. Shantilal.—It was in all departments, 5 per cent. in departments
belonging to the weaving section and 8 per cent. in the spinning section.

President.—You mean taking the whole industry and dividing it into
-spinning and weaving?

Mr. Shantilal.—Yes; winding to weaving 5 per cent.—that was the award
-of the umpire.....,...... .

Mr. Kasturbhai.—The position is this: in 1923 because of the great depres-
sion that came over the industry, there had been a wage cut of about 15}
per cent. and in 1930 the labour union dragged us to arbitration and got
‘this increase. .

President.—They got back a portion of what had been cut in 19237

Mr, Kasturbhai.—Yes. :

Mr. Boag.—The only other point I wish to ask you about is your reply
to question 42 with regard to the definition of plain grey goods. You want a
smodification of the definition? .
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Mr. Kasturbhai.—Yes. :

. Mr, Boag.—I should be glad if you could explain exactly what is the neces«
tity for this modification.

Mr. Patel —Tt is given in Appendix B of our representation. Plain Grey
Shirting goods were passed off as ‘‘ Tigris >’ by the device of transverse woven
headings at a lower rate of duty.

Mr, Boog.—What does they mean exactly?

. Mr. Kasturbhai.—They are divided into pieces of five or six yards with a
little transverse woven heading,. .

. Mr. Boag.—These transverse woven headings are introduced into the pieces
in order to take them out of the class of plain grey goods?

Mr, Kasturbhai.—~It may be sold as plain grey but no sooner there is a.
transverse woven heading it does not come under plain grey. These are used
as small dhutis. i

President.—I think in various ways the tariff definition of plain grey
have to be altered.

Mr. Kasturbhai.—The whole schedule has to be altered.

President.—You were going to give ms a note later on regarding the
question of variation of premium on cotton.

Mr. Kasturbhai.—~We can give it to you now. There was a very big
variation in the premium that was being paid and I have brought with me
& chart to show at a glance what the difference is (shown). It does not move
exactly in the same proportion; but goes up or down.

President,—That is to say, the general course is uniform, but the ups and'
downs differ in proportion.

Mr. Kasturbhai.—The proportion is very much different (explains with
the help of the chart). - ’

President.—What are the other points?

Mr. Kasturbhai.~—I spoke to you with regard to the requirements of the
handloom industry that 450,000 spindles should be able to meet all the.
requirements of yarn: I ought to have mentioned then that I calculated it

on the double shift basis.

President.—~In that same connection if you look at page 15 of your replies
tlc; :zze questionnaire, are these figures of yarn based on single shift or double.
shift? '

Mr. Kasturbhai.—Single shift.

President.—Then on 600 looms do you get 9,000 lbs. of cloth per day of
single shift? ) . K

Mr. Shantilal.—Yes, it is 20s and 30s and -it includes the size.

President.—Size may bo taken at about 1/10th or 1/8th. If out of 8,000
pounds of yarn you get 9,000 pounds of cloth about 12 per cent. is the size? »

"'Mr. Kasturbhai.—Yes, it works out at 12 per cent. ) ’

President.—Out of the 9,000 lbs. half is bleached and half grey. There
is no size in bleached and the size is confined to grey. If the sizing weight on,
grey is 12 per cent. the average over the whole output............

Mr. Kasturbhai.—~It will be in the nature of 35 per cent. on the warp.

President.—Taking this 9,000 Ibs. as composed of half bleached and half
grey what figure may I take as the average sizing weight?

Mr. Kasturbhai.~1,000 Ibs.

President.—Taking out the sizing weight you get 8,000 Ibs.?

Mr. Kasturbhai.—Yes.
President.—That gives you per loom about 13 Ibs. of 20s to 30s.

Mr. Kasturbhai.—This is for a new up-to-date mill put up to-day.
President.—On 40s and 50s?
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My, Kasturbhai.—Ours will be a bit higher than Bombay. As fat as
Abmedabad is concerned it produces cheaper. -

President.—I think it works out to 9 Ibs. per loom in the case of 30s and
40s. It does not correspond to 20s and 30s.

Mr. Kasturbhai.—I will submit to you the figures that we have worked
out: it will be approximately the same. )

Mr. Shantilal.—For 30s and 40s the total is 70; in 20s and 30s the total
is 50, so the consumption will be in the ratio of 7 : 9x 75 that comes to 12
and odd. That approximately corresponds with our figure.

President.—What is your spindle capacity : how many ounces does it work
to per spindle?

Mr. Shantilal.—A little over 5 oz.

President.—I think the Tariff Board in 1926 got a figure in their evidence
that on 20s you get about 64 or 637

Mr. Shantilal.—We are getting about 7 to 7}. This may be accounted
for by the fact that we have been pushing ahead since then and we are now on
a bit higher efficiency than we were then. ) _

President.—Would you take on 20s a figure of 63 oz. per spindle per day?P

Mr. Kasturbhai.—You should rather take a higher ﬁgure : for a new mill
it is very much higher,

President.—Are there any schedules of standard figures in connection with
the spindle output and average loom output?

Mr. Kasturbhai.—There are books on it, but I may tell you that as far
as new mills are concerned every time the standard figure given by the

Lancashire machinist has been surpassed not in one mill but in several mills
in Ahmedabad.

President.—What it amounts to is this, that in your mills your efficiency
is over 100 per cent.

Mr. Kasturbhai.—No. Efficiency is the standard efficiency. But take for
instance 40s: if you ask a Lancashire machinist he will give you a produc—
tion of bardly 3 oz.; as a matter of fact we are getting 3'5 oz.

President.—What is the standard by which you calculate the efficiency?
What is your 100 per cent.? Where do you get standard figure? When you
give a percentage of that kind obviously you have got a standard in view. If
you are making 6 oz. and the standard is 10 oz. then your efficiency is 60 per
-cent.

Mr. Kasturbhai.—Standard will differ in this manner, that the spinning
speed will differ from mill to mill. If there are four mills installed in
Ahmedabad two mills may like- to run their mill at 10,000 revolutions, the
-other two at 10,500, and thus the standard will differ.

President.—When you get a standard figure that standard figure involves
particular revolutions per minute?

Mr. Kasturbhai.—Even if the revolutions are the same productioxi may
differ to a considerable extent. If Y am using cotton in 40s which is 1}*
staple and if the other mill is using cotton which is 1}”, my production will
be considerably higher because the speed at which the rollers will be runmng
will be considerably greater.

President.—Can’t I discount that factor by suggesting that the output
should be stated in terms of particular counts?

Mr. Kasturbhai.—The point is this. There are standard speeds at which
the machines are run, but in Lancashire you will find that no spinner will
advise you to go bevond 9,000 revolutions per minute and the spindle-speed
here we are thmkmg of going up to 11,000 and 12,000. That does mean that
we propose to use higher quality of yarn. There are turns per inch according
to the counts. So for 20s there should be 18 turns per inch. I find that by
paying a little higher for my cotton, the turns per inch I am able to put in
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"will be a little less. Though the standard which has been accepted by
“many technologists is 18, I may be able to spin 20s at 16 turns per inch
and if my turns per inch are less, then my production will be proportion-
-ately higher. ’ :

President.—As far as laymen are concerned, the effact of this discussion
-upon my mind is that it is a most dangerous proposition to attempt to com-
_pare one mill with another on the basis of mere efficiency figures. The kind of
factors involved in the particular efficiency figure may be entirely different
<and therefore the comparison might be entirely vitiated.

Mr. Kasturbhai.—Yes.

Mr. Shantilal.—The efficiency of the two mills might be the same, but: at
~the same time the quantity of production may be different. o

President.—There is only one point which I want to raise in connection
with the scheme of protection. I put that question to practically all. the
-applicants for protection and I should like to know your views on that. As you
know from the questionnaire the way in which we are going to tackle the
question of measuring the protection is this: we are going to calculate a
“fair selling price ex-mill for the Indian industry. We are going to compare
that not with the import price, but with the realised price. As you will see
from the questionnaire we have asked for the realised price. What we are
‘going to do is to take the difference between the fair price ez-mill and. the
:realised price ez-mill less duty. The difference between that is going to be,
“fixed as the measure of protection. That is the way in which we propose -
to work for the obvious reason that you cannot take an import price, because
you can never tell which kind of cloth competes with which kind of cloth.

Mr. Kasturbhai.—We shall consider that and let you know our views. :

President.—It is a point which has been raised in the questionnaire. If
7you are going to consider and give us a note later on, I will tell you precisely
the difficulties arising from it. We are thinking of taking not the ec.i.f.
import price, but the realised price, because it is difficult to fix the precise
«classes of imported cloth and Indian cloth which compete with one another.
Now the danger of taking realised price is this: The realised price is deter-
-mined not merely by external competition, but it is also determined by
‘internal competition. There is mo scheme of protection which can protect
you against internal competition to the extent that your realised price is
below the import price by reason of internal competition; we must adjust the
-realised price. On what basis are we to make the adjustment? In other
words if it were a question of simple external competition your realised
price on plain grey might be 10 annas. Since there is a lot of internal
competition in that kind of cloth, your realised price is 9 annas. The differ-
-.ence between 9 and 10 annas is not a matter against which we can possibly
.protect you by means of tariff and therefore it is no use taking that into
account. On what basis can we make allowance in the realised price for the
-depression due ta internal competition?

Mr. Kasturbhai.—That is a question which is possible of solution. It may
look dogmatic, but I have been saying that unless the statistics are prepared -
-in a manner which is very scientific............ : .

President.—No kind of statistics will help you. .

Mr. Kasturbhai.—That will immediately tell me whether there is -ever-
lapping in-that class of trade or there is no overlapping. If there is no
overlapping and still the profits left to the mills are less, then naturally the
-<conclusion will have to be............ ’ ,

President.—I will tell you why. Supposing we take a particular class of
«plain grey, particular dimension, particular reed and pick and so on as our
representative standard of cloth, unless you are going to ask the Govern-
:ment Department to produce statistics with regard to the production of each
“individual variety of cloth- in the country, you cannot get any data for
- settling the question. The way in which we are trying to tackle the question-
“is: we want to fix the duty on plain grey and let us say we take the kind
~of plain grey to which there is the utmost foreign competition as somewhere
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above 30s. Lebt us say we are taking one of your mills as representative..
We take the costs of a typical Ahmedabad mill in regard to 30s plain grey...
We gel a particular figure and to that we add depreciation, profit and get-
our price. Then we take the actual price realised by that mill for that cloth.

The problem is, to what extent the realised price has been depressed by the-
internal competition?. Your answer is, unless we know to what extent there -
hag been overlapping in respect of that particular cloth, the question cannot

be answered. The Director General of Commercial Intelligence must produce -
statistics with regard to the output of each individual variety of cloth in the

country. That is impossible. The statistics won’t help you. It is your
instinct and your accumulated knowledge that must help you. I should like-
you %o eonsider this point and send us a note as to the lines on which you

think in a practical way we ean tackle that. We can’s get mathematically

accurate results.

Mpe. Kasturbhai.—That is to say you want to know how internal competi- -
sion ean be eliminated in arriving at the margin which should be left to the -
Indian mills?

President.—Yes. It is a difficult point. Ultimately if we don’t get any-
constructive suggestion from the industry, we make assumptions. I should like-
very much to get suggestions from the industry.

Mr. Kasturbhai.—I shall submit & small point. Take for instance the-
dhnti trade. Out of 950 million yards, 300 and odd million were being:
imported in recent years. They bhave been eliminated and to-day the whole-
dhuti requirement of 950 million is being met from the Indian production.

_President.—Practically the whole of that.

Mr. Kasturbhai.—From that an easy solution can be arrived at as far as.
the dhuti manufacture is concerned. There is no depressing effect because -
of the internal competition in the country; because the requirements of the-
eountry are no more or no less than 950 million. If we can get broad statis-
ties from the Government, not of a particular piece or of a particular variety,
but broad statistics—there are six main varieties that we are turning out—
if we can get those six varieties differentiated properly, then we can imme-
diately come to the conclusion whether there is overlapping or there is no-
overlapping, whether that line of trade is suffering because of the intermal’
competition or whether it is suffering because of the external competition.

President.—As far as dhutis are concerned we have got figures. I can
assyme that the quantities of dhutis produced in this country are mare or-
Jess approximate to the demand of the Indian market, is that not so?

Mr. Kasturbhai.~—Yes.

President.—Therefore you can assume that there is no undue depression-
of price on account of the internal competition; I get a realised price from:
s particular mill. I assume that as far as the realised price is concerned,.
that represents more or less external competition. .

Mr». Kasturbhai.—Yes. .

President.—Therefore the problem disappears as far as dhutis are con--
cerned. Can I make an inference from dhutis that I may apply to all other-
classesP

Mr. Kasturbhai.—To a certain extent.

President.—How? ] .

Mr. Kasturbhai.—If I were to submit to you the figures of the realisation-
in 2 or 3 representative mills of Ahmedabad, then you would find that the-
difference between the realisations of particular counts of cloth is not governed’
only hy the external competition. .

President.—I will leave you to do the result in the meantime. If you will!
give me a note embodying your views on the subject, we can consider it later-
on,

Mr. Kosturbhai.~Yes.
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Presidens.The poind ia this: in the tase of prives reilised by a mill 0a-
-godown for any particular class of goeds, to what extent is tha realised price .
below the level determined by external competition as the result of internal
-competition by the Indian millsp
Me. Kasfurdhai-We will eetid you & note later ont. In other words you
would like us to divide them compartmentally—the different factors which
-come into play in competition with Indian cloth.
President.—If the import price of the hearest comparable impoited cloth
is 12 annas and your realised price happens to be 11 annas, then I think
.on this data you can say that the realised price is less than the ptrice deter-
.mined by external competition by one anna.
My. Kasturbhai.~—~That is not at all a difficult proposition. No sooner than
-internal competition is brought in, it makes the issue somewhat complicated.
President.—At whatever level we may fix our tariffs, we can’t protect you
.against the duty between 12 and 11 annas. Therefore if we raise the duty to
the extent of this one anna which is the result of competition, that is &
burden wé place on the consumer for which the industry gets no cornmensurate
.return. It would be an unnecessary element we have to introduce into
the duty. If the industry gives no suggestion, in the end we will say that
-on the whole we consider that 10 per cent. would be necessary, which will be
barmful to the industry and therefore you have got to be very careful.

Mr. Kasturbhai.—I was asked yesterday to consider and let you know as
to what we desire. with regard to the protective duties, whethet specific or
ad valorem duties. Qur considered view is that the present prices are vety
-low and as you know they are not the normal course of prices, but they are
considerably lower than the normal level of prices. That being the position,
-even if you decide to recominend specific duties, they sbould be based on the
normal level of prices and not the prices prevailing at present. That is one
-question. We would rather wish that you may be pleased to recommend
- .that the specific duties at a certain figure be levied or ad wvalorem duties,
‘whichever may be higher, because unless that condition is specified, it will
not have the necessary effect.

President.—That is really the suggestion that we put to you yesterday...
4;Wlmf, we are considering is an ad valorem rate subject to & minimum specific
uty. ,
" Mr. Kasturbhai.—That will meet the point. May I submit to you two
.or three points for your further consideration? It doea appear that two ar
.three important points have not been touched by you and that is particularly
with regard to the cotton import duty and we are very, very keen about that.
If you at all desire us that we should make satisfactory progress in the matter
~of spinning fine counts just as the previous Tariff Board decided to recom-
mend to the Government, it is most important that the duties on imported
.cotton must be done away with. I am not talking of the cotton that comes
in direct competition with Indian cotton, but cotton which is not in direct
-competition with Indian cotton. The duties on that must be immediately
.aholished. The other point that I wanted to press upon you was with regard
. -to the duties on dyes and machinery. The duty on dyes should be done away
with, I am prepared to prove for your record that I had a big t_lyemg' depart-
.ment in one of my mills and because both of the existing difficulties com-
.bined with the extra import duties it had to be closed down fully fof two
.months.

President.—But then supposing X replied to your suggestion in ’thx formp
"The present protective duties were not based on the Tariff Board’s enquiry.
They were really fixed on arbitrary levels. Supposing in this enquiry we
take into account as part of your costs the duty on raw cotton with regard
to the finer counts, the duties on dyes and machinery and fix your fair selling
price oh that basis and give you a specific duty as against that fair selling prige
.calculated in that way, would nob that meet your point? . . i

Mr. Kastwrbhai.—Tt may not, to this extent, that it will raise the price
«of our cloth, After all it is well known that the buying capacity of the

F2
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consumer- is .only limited, particularly with regard to the dyed stuff. ¥
can understand that point with regard to the stores or machinery, but parti:
cularly with regard to the dyed stuff, you know how very keen the Indian-
labourer is whose means are very low, how keen he is to get the dyed stuff and
to levy. a duty on . the dyes is certainly against pushing the dyed goods in the.
market, ' .

President.—I look at the question from the point of view of the industry:
in this way. It is opern to us undoubtedly to make a suggestion to the
Government of India that the duty -on machinery and the duty on dyes
should be removed.. What the Finance Member and the Government of India
may decide as to the best means of meeting the financial requirements of the:
country, we are not in a position to forecast. Supposing in spite of our
suggestion, on financial grounds, the Finance Member is unable to accept it,
where are weP

Mr. Kasturbhai.—Either on financial grounds or on political grounds; if
the Government do not accept your recommendations, we have not got power:
to force them to agree.

. President.—IJs it not therefore better to safeguard against a risk of that
ind? : '

Mr, Kasturbhai.—That means indirectly agreecing to the duty.

President.—You had better place on record your strong protest. I under-
stand that the Ahmedabad Millowners’ Association desire to place on record:.
their strong protest against the duties.

Mr. Kasturbhai.—If any progress is to be made, it must be made with.
regard to the dyed goods. After all, we are in a position to make progress.-
in that line and there is no reason why we should be hampered in that
progress. As I pointed out yesterday, these prints and chintz we are turning
out in good quantity. I got figures from one of the mills and to my great
amagement they worked out to as much as 5 per cent. I also did not think
that the percentage would work out as high as that. One of my friends who.
gave me the figures ig turning out prints and chintz which are in direct com-
petition with the Lancashire stuff. He also finds that it works out to as.
much as 5 per cent.

Mr. Rahimtoola.—And it is likely to increase?

Mr. Kasturbhai.—Yes. It is the duties which are hampering. German.
price has gone up. On top of that, Government has levied this duty.

President.—I believe that India is the largest market in the world for:
printed goods. .

Mr. Kasturbhai.—Exactly. Even the meanest Indian desires to have dyed.
stuff. Why not allow him to get it at the cheapest price?

President.—We will consider that point. What else? :

‘Mr, Kasturbhar.—As regards the question of period of protection to be-
granted, it has been admitted now that two or three years will be too short .
a period in which the industry could make any progress. You yourselves have-
seen the results that have been achieved by your recommendations with.
regard to the Sugar industry. Although you recommended a very heavy duty,
it is going to result in such a competition after two or three years. At least.
in that one important item you will be making the country self-sufficient in
its supplies and it is not a small achievement to my mind. We are very
proud that the Tariff Board took such a long view of the matter and recom-
mended sufficient protection to be granted for a sufficiently long period, so-
that the industry might grow in each and every centre and meet the country’s-
requirements. We hear to-day that sugar mills are put up in Lahore, in
Mysore, in Travancore and other places. There is no suitable centre in.
India where sugar mills are mot cropping up. That is the way in which
India should be made self-sufficient with: regard to the supplies of cotton-
cloth and therefore I submit that protection snould be for a sufficiently long:
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period to enable the industry to turn out the stuff that. is required, to meeb
the foreign competition. ..

President.—You think that from that point of view 10 years would be thé
sort of period which you would like. ' e

Mr. Kasturbhai.—Yes. I submit to you this that it will take at least
two years for any one to put up a mill fitted up for fine counts. It is most
difficult, practically impossible, in our view. :

President.—Can you give me some kind of detailed data by which this
period of ten years is substantiated? It is better to have these things in the
form of a note. If you can give me detailed data, it would be helpful.

Mr. Kasturbhai.—Yes.

President.—When we come to that part of our report in tariff enquiries,
we generally find we have no data. We simply say ‘‘ We think that such
and such a period is most suitable .

Mr. Rahimtoola.—Your suggestion is that the mills, as situated, are in a
position to manufacture all the goods that are being imported into India.
At present, as you know, there are various kinds of goods manufactured abroad
coming into India. I suppose that the mills in India are capable of turning
out those qualities of goods provided a sufficient period of protection is given.

Mr. Kasturbhai.—Not all the goods; particularly in the case of finer counts,
it will be next to impossible to turn out the goods without a fresh pla.nt. If
I have got machinery in my mill to spin 20s to 30s, it is next to 1mpossible
to turn out finer counts on that machinery, the whole problem being a
matter of quality, efficiency and general setting up.

Mr. Rahimtoola.—That is exactly my point. The period that you are
asking for is a long period and I want to know whether you want such a long
period in order to enable India to manufacture all the qualities of goods that
are now being imported.

Mr. Kasturbhai.—Yes.

Mr. Rahimtoola—There is no inherent disability attaching to the Indian
-manufacturers in the matter of production of those qualities which are now
imported into India.

Mr, Kasturbhai.—I would suggest, if time permits, that you should see for
yourselves the qualities that are being turned out by one or two Ahmedabad
mills which are far ahead of other mills in other parts of India.

Mr. Rahimtoola.—~Including Bombay?

My, Kasturbhai.—Yes. That is a fact. Unless you see those qualities you
will not get a proper idea of what the industry is capable of doing and
whether the products that are being turned out can easily stand in competi-
tion with products that are being imported. )

President.—~We will consider that. Is there any other point?

Mr. Kasturbhai.~No. I shall send you the figures that I have promised,
soon.

President.—I should like all the things which you have promised us to be
sent to us by the 20th of September.

Mr. Kasturbhai.—Before we proceed may I correct onme statement? In
reply to Rahimtoola, I said that there may be one or two instances in which
the Agents may be connected with the purchase of stores, the sale of cloth or
things of that nature. My remarks should apply to the Managing Apgents
firms and not to mill companies.

Mr. Rahimioola.—1 would like you to give us a statement showing the
different kinds of commission charged by the Managing Agents, because th'xs
subject has been engaging the very keen attention of the public at large in
Bombay as well as in Ahmedabad and it must not be told so far as the Board
is concerned that they did not make proper enquiry. That is why we went
into it at considerable length with the Bombay Millowners’ Association and
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they supplied us with a statement giving the number of mills affected and the
kinds of commission that the Managing Agents are drawing. They have paid
about Currimbhoys .in that connection that sn agent might have 16 or 17
mills. I am not insisting on your giving the statement to-day, but if you
can send the statement later on, it will be useful.

Mr. Kasturdhai—I will sscertain the informstion and supply it to you.
That is & rough estimate I have given.
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GUJARAT HOSIERY FACTORY.

Evidence of Mr, C, C, DALAL, recorded at Mbd;
Friday, 20d September 1932.

President.—Mr, Dalal, your concern is a proprietary cancern?

Mr. Dalal.~Yes, .

President.~You are the sole proprietor?

Mr, Dalal.—Yes.

President.—How long ago was the factory started?

Mr. Dalal.—In 1908,
Jgog;eaident.—-ﬂave you been making both cotton and woollen fabrics sinee

Mr. Dalal.—Before 1923 I was pot manufacturing woollen fabries, and
since then I have been manufacturing both. ‘ :

President.—In answer to the first and second gquestions you give us some
figures of the number of factories and the number of hands employed. Where
exactly did you gather these figures?

My, Dalal.~From the Director of Industries.

President.~~That is to say, all these factories for which you give figures are
factories which are recognised as such under the Factory Act?P

Mr. Dalal.—Yes, and I would ask yc:)u to take also the Madras figures—
14 factories and 579 hands employed.

President.—You know the fighres pﬁblished by the Director General of
Commercial Intelligence and Statistics regarding the quantity of hosiery goods
in India. What has been your impression? Are those figures correct?

Mr. Dalal.—They are somewhat lower because I suggested some two or
three years back that there was a big hosiery factory in Madura and the
Director General did not know of it.

President.—Is it worked by power?P

Mr. Dalal.—Yes.

Presiudent.—~Is it a joint stock concern?

Mr. Dalal.—I do not know.

* President.—The total production of the Bombay Presidency according to
the Director General of Commercial Intelligence is 359,000 ibs. for -1931-32.
From your own general impression of the extent of hosiery production in
Bombay do you think that figure is approximately correct for the Presidency®

Mr. Dalal.~That would be correct.

President.—For the Bombay Island his fizure is 71,000 Ibs. That would
be correct too? )

Mr. Dalal.—Yes. . X ) )

President.—The process of manufacture of hosiery goods is a fairly simple
process aa far as I understand it. I observed your fa.ptory at work. ‘What
happens is that you get your yarn and the first step in the process is that
you wind it on cones; that winding is done by machine worked by power and
from the winding machine it passes on to the knitting machine where the
thing is knit into fabric. It is then in grey condition, and then it:passes
on to the bleaching section: after it is bleached it is calendered and after
calendering it is cut into pieces. That is done by hand, and then it _goes
-into the $ailoring department where the sewing is done on machine and the
‘machine is worked by power, and after that it is simply s matber of folding
and packing the material.

Mr. Dalal.—Tt is pressed before it is folded. It is pressed im a steam
press. .
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President.—All except cutting in this process is done by power?

Mr. Dalal.—Yes. . .

President.—Suppose it was “possible for textile mills in India to sell their
yarn wound -on cones then you could dispense with your winders?

Myr. Dalal.—Quite so but for the manufacturing of coloured goods it would
be necessary to have our winding department because we do not know what
colours we would require a,t any time. Colour would change according to the
taste of the market.

Preszdent —Supposing you got yarn of partxcular colours wound on. cones
available in a textile mill, then in that.case you could dlspense with, your
winding P R

Mr, Dalal.—Yes.

President.—Apart from the fact that the yarn is wound on cones is there
.any . other special féature about hosiery yarn which dxstmgmshes lt from
ordinary yarn?

Mr. Dalal.—It should be softer than the reelmg yarn and the counts should
be spun from a higher quality of cotton,

President.—]s there any difference regarding the twist?

Mr, Dalal.—Yes, there is less twist.

President.—That is what makes it softer? : e

Mr, Dalal.—Softness depends entirely on the twist. If there is more twish
it becomes harder, if there is less twist it is softer. ,

President —So what you want is yam with less twist?

Mr, Dalal.—Yes.

President —If the hosiery yarn is softer yarn in the sense that the twist
is less, may I take it that there is less work on it in the spinning m1]l if
you want more twist it will involve more work?

Mr, Dalal.—Broadly speaking if you use better quality of cotton you can
get a higher production by giving less twist.

President.—If you put more twist obviously there would: be more work
in the spinning mill?

Mr. Dalal.—With less twist there is liability of breaking and the work
has to be done more carefully so they have to use a better quality of cotton.

President.—What exactly do you mean by better quality of cotton? Are
you speaking of the staple?

Mr. Dalal.—Supposing they are spinning 26s with a particular cotton :
if out of that they spin 20s that would be good yarn.

President.—If you had cotton out of which you spin yarn of 25s, for
hosiery purposes you would have to spin out of it 20s?

Mr. Dalal.—Yes.

President.—There is no other special feature?

Mr, Dalal.—None.

President.—What about the tensile strength?

Mr, Dalal.—It will be somewhat less than the weaving yarn.

President.—Because the strain put upon it on the knitting machme
is less than on a loom? .

Mr. Dalal.—There is less stram, but it gives a softer feel to the fabric if
the yarn has less twist.

President.—Taking the kind of work done by a loom and comparing it
with the kind of work done by a knitting machine, the material may be less
strong in the case of a knitting machine because the strain put on the
material is less. That is true?

: Mr.: Dalal.—Yes.

President.—Generally the yarn you use in hosiery is folded yarn?
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Mr. Dalal.—No, because it would break the needle.

Prestident.—You say in answer to question 3 that you buy your yarn from
the local mills.

Mr. Dalal.—Yes.

President.—With regard to that I want you to look at your answer to
question 10 where you say the yarn bought by you last year was 153,569 lbs.
If you look at your total production given in answer to question 4, the
total quantity of cotton hosiery that you produced was 26,403 dogens. If
I take a dozen approximately as 3 lbs. then I get a figure of somewhere
about 80,000 lbs. but you bought 153,569 lbs. What did you do with the rest?

My, Dalal.—A large quantity of yarn is used along with woollen yarn for
mixed goods,

President.—The quantity of cotton yarn represented by 26,403 dozens is
yarn used exclusively for pure cotton hosiery and the rest is used for mixtures?

Mr. Dalal.—Yes.

President.—Taking your production for 1931 can you tell me what approxi-
mately was the quantity of woollen yarn that you used?

. Mr. Dalal.—It would be about 75,000 lbs.

President.—And about 72,000 1bs. of cotton yarn?

Mr. Dalal.—Yes.

President.—If you translated this into terms of woollen vests?

Mr. Dalal.—Woollen goods are mostly jerseys, pullovers, coats and we
manufacture a very small quantity of underwears.

President.—I suppose I should be right in saying that taking your total
production in 1931 the proportion of cotton production to woollen production
18 90 : 75. . That would be correct?

Mr. Dalal.—Yes. I can give you the value also. The value of woollen
goods manufactured was Rs. 3,35,629 and of cotton goods Rs. 1,55,196.

President.—From where do you get your woollen yarn?

Mr. Dalal.—From France mostly.

President.—Can’t you get it in IndiaP

Mr. Dalal.—There are two woollen mills in Bombay and I gave them a
trial i(;l 1929 but I found that they were not able to supply the quality we
wanted. '

President.—You use a certain amount of Egyptian yarn?

Mr. Dalal.—I imported some but I did not use it.

President.—What exactly was the purpose?

. Mr. Dalal.—For knitting undervests,

President.—Is it used in conjunction with ordinary yarn?
Mr. Dalal.—No, by itself.

. President.—If you take a vest made entirely of Indian cotton yarn and a
vest of the same dimensions made of Egyptian yarn approximately what
will be the difference in price?

_ Mr. Dalal.—At the most we would make 3 to 4 annas more.

President.—Is there a big market for superior vests?

Mr. Dalal.—No. . -

President—If you were to look into the import figures you would find
that the imports of vests from England or from America are very small but
almost the whole of it comes from Japan, and they are all cheap vests.

. Mr, Dalal.—Yes. . . .. :

President.—In 1931 did your factory work right through the yearf-
My, Dalal.—Yes. : : .
‘President.—At full capacity?

Mr, Dalal.—No.
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President.—When the market is dull and you find you cannot disposs of
your goods and yow have to. consider curtailing production, generally what. is
the method you adopt for doing so: do you stop working for certain days or
do you stop some of your machines?

Mr. Dalal.-~We stop some of the machines.

President.«~Fhat is what happened I sappose im 19317

Mr. Dalal.—Yes. .

President.—The number of knitting machines that you have is 90?

Mpr. Dalal.—Yes, This year I have imported 20- more machimes: last yoar
it was 70.

President.—Were all these 70 macliines at work last year?

Mr. Dalal.—No.

President.~—On an average how many of your machines were at work?

My, Dalal.—About 40.

President.—There would be a corresponding reduction I suppose in the
working of your sewing machines?

Mr. Dalal.—The sewing machines we now have are quite sulﬁiclent for
finishing the work done on half the number of machines. If I were to work
at full capacity I would have to instal 14 or 15 more sewing machines.

President.—As the factory is at present arranged your sewing capacity is a
little less than the knitting capacity? :

Mr, Dalal.—Yes.

President.—What exactly do you estimate as the wastage of yarn in the
manufacture of vests? .

Mr. Dalal.—About 25 per cent. on the net weight of the goods
manufactured. - :

President.—That is to say, if you produce 100 lbs. of ready vests them your
loss is 25 per cent. of yarn: in other words on 125 Ibs. of yarn you get 100
Ibs. of vests. Is the wastage generally sc high?

Mr. Dalal.—It is made up as follows:—

% per cent. to 1 per cent. in winding.
2 per cent. in knitting,

10 per cent. in bleaching.

5 per cent. im cutting, and about

7 per cent. in sewing.

President.—There is no loss in calendering ?

Mr. Dalal.—No.

President.—That is a. much greater proportion of waste than in a textile
mill. .

Mr. Dalal.—That is so,

President.~So that when you pay this protective duty on yarn 25 per
cent. of the duty you pay on the waste? . . ‘

Mr. Dalal.—Yes.

President.—If you look at the details you have given in answer to question
5 what precisely was the kind of yarn you used in counts?

Mr. Dalal.—20s for plain vests. :

President.—In a large number of Indian factories they use' yarn of
slightly higher count.

Mr. Dalal.—I don’t think so. They are 20s or even coarser, 16s.

President.—If you have to buy counts higher tha,n 20s, would you be able
to get it locally?

Mr. Dalal.—We would be able to get 30s.

President.—If you made the whole of your hosiery up: to your c&paoxty of
80s, would you be able to get all the yarn you want?
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Mr. Dalal.—30s would mean a very fine quality.

President.—What proportion of 30s could you expect mormally to be
saleable P

Mr. Dalal.—That quality is only saleable for three months in the year—
March, April and May.

Pyesidont.—~The demand is seasonal,

Mr. Dalal.—Yes.

President.—What are the other materials that you use?

Mr. Dalal.—Sewing threads and oil.

President.—I should like to know how you have caloulated your labour
oharges., Yeu give a ficure of ® annas per dozen vests. How exactly is it
calculated ?

Myr. Dalal.~Every month we take down the labour costs divided by the
number of dozens of vests produced every month,

President.—Supposing the previous year you were werking 70 machines. . .

.Mr, Dalgl~~There was never A time when I worked the whole factery.

President.—Assuming that you worked 70 machines in the previous year
and you 2re compelled to work dowm to 40 this year will you be able to
eorrespondingly bring down the labour?

Myr. Dalel.~Yes.

President.—There is no standing labour whatever the output is?

Mr. Dalal.—No.

President.—Then you simply take the quantity of labour emgaged per
month, you take the output per month and then divide one by the otherf

Mr. Dalal.—=Yes.

President.~Then how do you allocate it on the woellen?

Mr. Dalal-—Manufacture of woollen or cotton does not make any differ-
enoce at all in the labour. .

President.—~What you have done here is to take your wage bill for the
month and then divide it by the total quantity of hosiery including both
cotton and woollen?

Mr. Dalal.—Yes, but we make provision for coats, pullovers and jerseys
wherein a littlo extra labour is employed. We make provision for 8 annas a
dozen, for those goods, subtract the amount and divide it by the whole output.

President.—You take the number of woollen garments that you have made-
during the period, multiply that by 8 annas, deduct that amount from the
total costs and divide it by the total number of dozens.

Mr. Dalal.—Yes. .

President.—Does your repairs and maintenance include the cost of needles?

Mr. Dalal.—Yes.

President.—What is the cost of these needles?

Mr, Dalal,—Formerly it was Rs. 10 per 100, now it is Rs. 4 per 100.

President.—Is there a standard gauge?

Mr. Dalal—For plain vests generally it is 12, 16 or 20,

President.—What is the life of these needles?

Mr. Dalal.—TIt would survive a month.

- President ~How exactly is your calculation made here? ]

Mr. Dalal,—We take the number of needles used up, take their costs
and divide it. .

President.—How are the allocation of supervision and establishment charges
made?

Mr, Dalal;—That also is divided by the number of dozens. )

President.—I don’t quite anderstand this figure of 4 annas that yeu give.

Mr. Dalal.—That includes selling expense also.
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President.—~What part of it is selling expense?

. Mr. Dalal.—1 have got. a man whom I pay Rs. 150 a month: he is my
salesman. He goes to Bombay, Calcutta, Delhi and other places,

President.—I suppose his travelling charges are extra?
Mr, Dalal.—Yes.

President.—If it works out to 4 annas a dozen then on your total output
of 1931, namely 26,403 dozens. . . . . . ... .. ..

Mr, Dalal —That is on cotton goods only :

President.—What figure would you like me to take for woollens?

Mr. Dalal.—24,000 dozens.

President.—That is about 50,000 dozens; ; that is about Rs. 12,500 per
year. Then your supervision chalges come to Rs. 1,000 a month.

Mr. Dalal.—That includes everything—supervision, establxshment and o‘ﬁice
expenses,

President.—That is rather on the high side?

Mr, Dalal.—1 have got to engage a mechanic for this small factory whom
I pay Rs. 150 a month.

. . President.—Rs. 150 for the mechanic and Rs. 150 for the salesman and
about Rs. 100 for travelling charges. :

Mr. Dalal.—Travelling charges I calculate under miscellaneous. My
engineer is paid Rs. 100; there are five sepoys: that is Rs. 100.

President.—Why do you want a regiment of sepoys?

Mr. Dalal.—For controlling the labour.

Mr. Boag.—What is the labour strength? ’

Mr, Dalal.—165. All of them are not at work; they work by rotation?

President.—I suppose it also includes a certain allowance for the
management ?

Mr. Dalal.—No. It is a proprietary concern.

President.—All this consists simply of actual outgoings?
« Mr, Dalal.—Yes.

Mr. Rahimtoola.—The selling expense is only Rs. 1507

Mr. Dalal.—That is all. ,

President.—Rs. 1,000 a month for a factory of this size I should be inclined,
“subject to correction’ by you, to consider rather high—I mean for supervision
charges. Would you be able to account for the whole of this?

Mr. Dalal.—Certainly.

President.—Every bit of it is salary paid to some individual employee?
Mr. Dalal.—Yes.

President.—Tell me how you do your packing?

Myr. Dalal.—We pack half a dozen in cardboard boxes. These are made
outside. .

President.—And each box has a lid having your own trade mark?
Mr. Dalal.—Yes.
President.—Where do you get your labels made?

Mr. Dalal.—We get them from Bombay. These are rather expenslve it
costs us Rs. 6 per thousand.

President.—When you say you pack it at 3 annas, is it material or labour?

M+~, Dalal.—Material and labour combined, because we get these boxes
made outside the factory.

President.—At what price do you buy these?

Mr. Dalal.~Rs. 6-4 per 100. That comes to 2 annas per dozen.
President.—In what form the imported hoswry goods. are packed?
Mr. Dalal.—They are packed in cardboard boxes.
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President.—More or less like yours?

-Mr, Dalal.—Yes and one annas is the cost of the wooden case.
President.—How many boxes are there in a wooden case?

Mr. Dalal.—40 dozens.

President. —Half a dozen in a cardboard box?

Mr. Dalal.—Yes,

President.—You would have 80 cardboard boxes m & wooden case?
Mr. Dalal.—Yes,

President.—8o that your cardboard box for half a dozen would cost you
-an anna each?

Mr, Dalal.—Yes. The wooden case costs me Rs. 2-8..
President.—At what rate have you calculated depreciation?
Mr, Dalal.—5 per cent.

President.—In this you have calculated at 5 per cent. 3 per cent. orn
:what capitalisation? .

Mr. Dalal.—5 per cent. on the cost of the machine.

-President.—What exactly is the figure you have taken. How did you get
this 5 annas. I take it this 5 annas is the average of both the cotton and
‘the woollen.

Mr, Dalal —Depreclatlon and interest,

President. —interest on what?

Mr, Dalal.—Interest on the capital outlay.

President.—You mean interest on the block ?

Mr. Dalal.—Yes.

President.—It also includes the interest on whatever workmg finhnce you
require.

My, Dalal.—Yes.

President.—At what rate the interest cha.rges are calculated?

Mr. Dalal.—6 per cent.

P?res:dent .—Do you consider this 5 per cent. as latlsfactory depreclatlon
rate

M~ Dalal.—No. )

President.—What do you consider a fair rate?

Mr. Dalal.—10 per cent.

President.—That is, 10 per cent. as a flat rate on the whole block?

Mr. Dalal.—Yes.

President.~—Is there any difference as regards wear and tear between your
knitting machines and sewing machines?

Mr. Dalal.—Sewing machines wear off much quicker than knitting machmes

President.—10 per cent. is the rate in America?

My, Dalal.—I have given you the rates.

Mr. Boag.—10 per cent. in England and 20 per cent. in Amemca

President.—Income-tax Department allows you 5 per cent. P

Mr. Dalal.—Yes.

President.—The same rate as the textile ma.chmery?

My, Dalal.—Yes. a i to to 10 . o : o

aise the depreciation rate to 10 per cent., ¢

youpsﬁiezt ;;Egulf’%‘ﬁlc?ﬁazgnr and tell mI; by how much you would have to
Taise that figures? What is your present capitalisation?

Mr. Dalal.—T have spent Rs. 2,10,000 on machinery and Rs. 75000 on
building. Tn building I calculate 2} per ‘cent. only.
" President.—If we gave you 2% per cent. which is the vrate alIowed by the
Income-tax Department, it would come to Rs. 1,850.
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Mr. Dalal.—Yes.

President.—Qn the other if we allowed you 10 per cent., it would come {p-
Rs. 21,000,

Mr. Dalal.—Yes. )
President.—The total number of garments is 50,000.

Mr. Dalal.—Yes., That would increase it by about 3- annas, theugh I
myself have been writing down 7} per cent.

President.—The actual rate that you have taken here is 5 per cent.

Mr. Dalal.—Yes. ] .

_ President.—The only point that I want to raise is this: when was the-
amount actually spent on machinery?

‘ Mr. Dalal.—Gradually, not in one year,

President.—When was the last substantial expenditure?

Mr. Dalal.—For the last 4 or 5 years I have been spending Rs. 25,000~
every yoar.

President.—If you were to put up a factory like yours to-day, taking-
buildings and machinery, what do you think it would cost. You have given
ua & figure which is somewhat, lower than yours.

M~». Dalal.-—~8ome of the machines were jacquard. Here the figures I have-
quoted are for plain machines. .

President.—If we proceeded on your figures here, we should be able to put.
up all the plant, machinery, power plant and se en for'about one lakh of
rupges. If I added about Rs. 50,000 for buildings, Rs. 1,50,000 ought to-
enable me to put up a plant. _

Mr. Dalal.—I have put up a plant which is necessary for a big factory.

President.—Have you included that in your capitalisation?

Mr. Dalal.—No. I have put up a French knitting machine to supply-
neck pieces. It would be working not more than 20 days every year. It is

nec?ssary for me to have that machine so that my goods might be of good®
quality. .

President.—What precisely does that machine do?

Mr. Dolal.—Knitting neck pieces only.

President.—That is to say all the neck pieces on the vests are <done on:
that and when the neck pieces are done, that machine has nothing to do.

Mr. Dalal.—No, It is a big machine 44”7 diameter.

President.—Why did you omit it from your capitalisation?

Mr. Dalal.—Any knitting factory starting here can get neck pieces from-
me. I can supply 6 or 7 factories with that one machine.

President.—Could you not get a machine of smaller capacity? :

Mr. Dalal.—There is the difficulty of sewing it, whereas this one knits one-
whole width in one round. If we are to buy a German machine, it knits-
that piece in six or seven revolutions and that has to be cut at the joints-
and there is a wastage. This goes on in a spiral way.

President.—Can’t you get a smeller machine which goes on in a. spiral*
way with a smaller capacity? .

Mr. Dalal.—No.

President.—If the machine is so indispensable, it looks to me that it ought
to find a place in your capitalisation. _ i

Mr. Dalal.—I am given to understand that a monopoly is given in Japan:
to one factery snd the other factories have to buy them from this factory.

President.—What is the price of that machine?

Mr. Dalal.—Rs. 5,000, 3 or 4 jacquerd machines each costing Rs. 5,000.

President —They are rather luxuries. You could do without them. I will
give you one lakh of rupees for your plant and machinery and Rs. 50,000
for your buildings.
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Mr. Dalal. —1 have also to instal a very big French calondar machine.
President —Why do you want such a big calendar machine?

Mr. Dalal.—For calendering that fabric. Without that my mshﬂmg
French neck machine would be useless. .

President.—What does that cost?
My. Dalal.—Rs. 5,000.

President.~—1 give you another Rs. 5,000. That comes to Rs. 1,55,000. Is
“there anything more?

Mr. Dalal.—As regards buildings also we have got te keep vbig godowns,
“because we have to store our goods for six months.

President.—I am inclined to think that Re. 1,50,000 would be a fair esti-
‘mate of capitalisation.

Mr. Dalal. —Yes, for a fnctory producing about 200 dozens.

President.—In that case you can more or less leave the figure of 5 annas as
it standas.

Mr.'Dalal.—Even with 10 per cent. depreciation.

President.—May I take it then that if you realise Rs. 3-3-10, you would
-cover all your working expenses and your depreciation and you get a return
-of 6 per cent. on your capital.

Mr. Dalol.—Yes, but there is no agency commission or anything of that
‘sort. I must get my profit. In the case of mills they have got an Agency
-commission of 3 or 3} per cent.

President.—You have not included any charge for management?
Mr. Dalal.—No.
President.—I allow you 2 annas for that.

Mr. Dalal.—If we are able to make headway against Japan, even that 3
-annas would be quite sufficient.

President—If we gave you 2 annas, then Rs. 36 would make you
“thoroughly comfortable.

My, Dalal.—Yes.

President.—Let us come to the c.i.f. price of hosiery goods similar to
_yours.

Mr. Dalal.—Since then I have had to rectify this.

President. ——What is the latest figure?

My. Dalol.——% have got individual samples and individual prices.

President.—That is since the yen began to depreciate.

Mr, Dalal.—These orders were placed in May. After sending this tepre-
-sentation to you and the answers to your questionnaire, I asked some of my
customers to give their individual figures and one of them was kind enoagh to
:send them to me and they are very interesting. (Handed in.)

President—You had better give us the rupee prices. .

My. Dalal ~-Yes. (Samples shown and explained.) It is Rs. 1-15-9.

President.—Per dozen vests as against your Rs. 3-6.

Mr. Dalal.—And the duty is 25 per cent. Without that it is Rs.} 1-159.

. Président.—Take it practically as Rs. 2 including the landing charges and

S0 onm. . .

Mr. Dalal.—Yes. . , :

Presidens.—Taking the presens prices at the present rate of exchingd you
would require Rs. 1-6 per dozen vests?P

Mr. Dalal.—Yes. , .

President.—That is the duty you would require?

Mr. Dalal.~Yes. )

President.—But if the yen behaved betber, you could do with & rupee.
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Mr, Dalal.—It would depend upon the exchange.

President. —That is what I say. For argument’s sake let us take the duty-
that you require as Rs. 1-6 per dozen, in what form should this duty be:-
fixed? The obvious thing to do'is to levy a duty of Rs. 1-8 per dozen vests,
but then it occurred to us that if you did it in that form, the knitted fabric -
may be imported, the tailoring being done here, so that you can’t fix it per-
unit of vests. Then the only alternative is to fix it per lb. of knitted fabric... -

Mr, Dalal.—I do not know whether the poundage is given in the invoice. .

President.—What is given in the invoice?

* Mr. Dalal.—Only the number.

_ President.—What is your suggestion?

“ Mr, Dalal.—I think a specific duty or some percentage whichever is higher.-
would suffice.

President.—If you have a specific duty, you must assess the specific duty
on some kind of dimension.,

Mr. Dalal.—If weight is given in the invoice, then there would be no.
difficulty.

President.—There is no obher measurement given in the invoice.

My, Dalal.—No.

.President.—Supposing for example next March the Legislature decide to .
have a speclﬁc duty on knitted fabric per lb., I suppose within 3 months
from then invoices wilt begin to show the welght ‘What would happen in the-
meantime ?

Rai Saleb.—The Customs will open the boxes and weigh it.

Mr. Dalal.—(Sample shown.) This is made out of 30s yarn, sleeveless. The-
price is 1 yen and 45 cents and at present exchange it comes to Rs. 1-10-
and the average size is 36”.

President.—You have never tried this.

Mr. Dalal.—We can never think of it. .

President.—There is a large hosiery factory in Rangoon. They are manu--
facturing round about 30s. I think they get their yarn from the Ha.rvey
Mills, Madura.

Mr. Dalal.—Yes. _

. President.—If you like to think over this point as to, from your point of
view, what would be the best way of assessing the specific duty, you might .
send us a note later on. I do believe the other difficulties are real diiﬁculties.

Mr. Dalal.—Yes.

_ President.—The output’ of hosiery factories would be liable to excise duty.

. My. Dalal.—Last time when the Tariff Board enquired, they didn’t give us.
any protection at all and they levied an éxcise duty.

. President.~Why did you not raise this question through your representa--
tives in the Legislative Assembly when the 1930 bill was under consideration?

Mr, Dalal.—I wrote to the ICommerce Member and he said that the matter -
was receiving the consideration of the Government of India.

4 President.—Somehow or other in Bengal they were not paymg the excise -
uty.

.. Mr. 'Dalal.—It was I who brought that to the notice o the Government-

there. 1 was selling my goods in Calcutta and I found my competitors were -
not paying the excise duty. Till the last moment the factories in Native -
States never paid the excise duty. There is a very big hosxery department
in the:. Bangalore Cotton and Woollen Mills, -

President.—You don’t like to pay any more excise duty?

Mr, Dalal.—If all are treated alike, it is a different thing.

President.—If you look at your list of machines that you give in your -

capitalisation estimate, what do these prices represent? Are these the latest -

uces that you have been able to get? o



171

Mr. Dalal.—Very recently. Last year I installed about 3 French machines..
They cost me about Rs. 2,600. Since then the exchange has gone up.

President.—That is how you calculated it. '

Mr.” Dalal.—1t would cost more than Rs. 3,000. At this price you would
be able to get English machines.

. President.—Does a sewing machine cost Rs. 625 ?

Mr. Dalal.—Yes since the exchange went up; otherwise it was costing
Rs. 525. They are all American machines, Singers.

President.~—Sewing machines are American and the knitting machines are
English? !

Mr. Dalal.—Yes.

b dP;eaident.-—The Hosiery Manufacturers in Japan are a very well organised
ody

Mr, Dalal.—Yes.

President.—Most of their sales are done on a combined basis. There is a
Japan Hosiery Manufacturers Association?

Mr. Dalal.—Quite so.

President.—Till 3 years ago it was possible for Indian manufacturers to

“make hosiery goods on the pattern of Japanese goods and sell them here with
their own labels. You have not had any experience of that matter. Have-
you had any negotiations with Japan Hosiery Manufacturers Assocjation
regarding matters of sale?

Mr. Dalal.—No.

President.—In some parts of India I believe what bappened was that the
Indian importer of hosiery goods imported the hosiery goods from Japan and
the Japan manufacturer allowed him to use his own Indian label. Three
years ago the Association decided that should be stopped. It was-then I think
that quite a considerable number of importers in India began to think of
manufacturing their hosiery goods.

Mr. Dalal.—At least not a single factory was started in Bombay. At least.
in. Rangoon I was given to.understand that a factory wag started last year.
He has his own office in Japan and he has started a factory in Rangoon.

President.—This is practically a cottage industry in Japan.

Mr. Dalal.—I have stated that in my representation. - There the knitting
is donme in certain factories; bleaching is done somewhere else and sewing
is done in a third factory. If you take it like that, it is a cottage industry.

President.—Knitting factories and. sewing factories are not big factories.
My own idea is that they are very small factories.

Mvr. Dalal.—Each of them baving 20 to 25 machines.

President.—It is: really running on a cof,ta.ge.industry basis, but the
advantage they have is in spite of these factories being on a cottage industry
basis, they have been able to organise, it efficiently so that for purposes of sales.
and so on they work practically as one organisation, ‘

Mr. Dalal.—Yes. i .

President.—So that in that respect they have a great advantage over the
Indian manufacturers? ) :

Mr. Dalal.—Yes. .

Mr. Rahimtoola.—I only want to ask one or two questions about yarn. Ir
answer to question No. 11 you have mentioned here that you buy mostly
Indian yarn. In the last paragraph you say that it.doesn’t pay the Indian
mills to manufacture the same. ' :

Mr. Dalal-—I mean Egyptian yarn.

Mr. Rahimtoola.—You say Egyptian yarn you have not used at all.

Mr. Dalol.—T was using 4,000 to 5,000 Ibs. of foreign yarn. I buy mosjsly
Indian yarn. The foreign yarn that I buy is deep coloured brownish Egyptian
yarn. No cotton mill imports such deep coloured cotton.
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M. Rahimtoola.—Tt is entiroly used for the hosiery business?

Mr. Dalal.—Yes.

Mr. Rahimtoola.—Supposing protection is given, even then you would not
e in & position $o uié eompletely Indian yarn? Would you be able to dispense
“with deep coloured Egyptiag cotton? :

Mr. Dalal.—That much amall quantity of 4,000 to 5,000 lbs. I will have to
impord in & year., , K

Mr. Rahimtoola.—If protection is granted, production will go up?

Mr. Dalul.—=Yes. '

Mr. Rahimtoola.—To that extent this will go up?

Mr. Dalal.—Yes,
~ Mr, Rahimtoola.—Your present requirement is 4,000 to 5,000 Ibs. of
Egyptian yarn. That will also go up.

~ Mr, Delal.—The demand for better class of goods is very small. Ifb you
look into the import figures, you will find that one machine for the whole
-of India will be manufacturing more than the imports.

Mr. Rahimtoola.—You are not concentrating on 30s?

Mr. Ddlal.—No.

Mr. Rahimtoola.—You are using 4,000 to 5,000 lbs. of yarn on 20s?

Mr. Dalal.—The foreign yarti is of 30s counts.

Mr. Rahimtoola—You are turning out a small quantity of 30s?

Mr. Dalel.——That is the Egyptian yarn. The sample I just showed is made
‘from Indian er American cotton.

My, Rahimtoola.—What I want to find out is whether there will be any
difficulty, supposing protection is granted to the Indian industry, for your
finding suitable yarn from the Indian mills.

Mr. Dalal.—As I am myself putting up a spinning plant, I will spin it
myself.

M. Rahimtoola.~—~The yarn which is spun in the mills is not suitable for
you.

Mr. Dalal.—3t is with the greatest difficulty that I am using it.
~ M#, Rohimtools.—There is no inherent difficulty if they choose to make
it

Mr. Dolal.~<No.

Mr. Rakimtoola.~~It is only because, sccording to your statement, the
demand is small that they are mot manufacturing it?

Mr. Dalal.—Yes.

M#*. Rahimboola.~~I would like to ask about competition with Japan.
Japan i§ yout chief competitor and you have put down that Japan supplies
more than 75 per tent. of the imports. Can you tell us exactly what are the
percentages of other countries?

Mr, Dalal.—Very little. Stockings and socks for 193182 from United
Kingdom were 1,543 dogens and from Hongkong 167,764 dozens.

Mr. Rahimtoola.—They are all Japanese owned millaf

Domens.

Mr. Dalol—Yes. Germany . . . . . . 8,302
TRaly . . . . . . . 1,339

Ozechoslovakia . . . . . 307

Japan . . . . . » 144,814

United States of America . . 13,976

Tot&l . 835,798
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Mr. Rahimtoola.—And the percentage of India against the imported is only-
13 per cent. '
Mr, Dalal.—As regards Indian there is mo clamification and they are alb

given as hosiery. The figures that I zave just now ave for stockings and socks.
and for underwear the figures gre as follows:—

Dagens,
United Kingdom . . . . . . . 916
Germany . . . . . . . . N 530
Japan . . . . . . . . .. 813,11

Out of a total import of 314,917 dosens, ;Iapan’n share was 312,191 dozens,

Mr. Rahimtoola.~That ia & very hig thing.

President. ~On a yough ealculation I suggest if you take the whole Indian.
market for hosiery goods, 85 ger cemt. is supplied by imports and 15 per
cent. is supplied by Indian fabrics. These are rather misleading figures, We-
are proceeding merely on a poundage basis. I am converting the dogen. figures:
into lba. on am avbitrary basis,

Mr. Dalal.—Quite so.

President.—But the thing that interests me is this. If these figures are
correct and if there is going $o be & market for the hesiery goods and if the-
Indian industry is able to capture the whole of the import market, there is.
a market for 10 million Ibs. of yarn.

Mr. Dalal.—There was a suggestion in the last Tariff Board’s Report that.
the mills might take up the manufacture of hosiery goods. My suggestion
is that the mills should not take up the hosiery manufacture. I would cite-
an instance. There was a Hosiery Department in the Morarjee Gokuldas,
Mill. They produced a large quantity of hosiery goods and they were not
able to sell them. Therefore they had to stop manufacturing.

President.—I can’t see the slightest advantage of a textile mill undertaking.
hosiery manufacture. .

Mr. Rahimtoola.—There are mills in United Provinces having Hosiery De-.
partments. ‘

Mr, Dalal.—All of them are working on woollen only. Cawnpore Woollen,
Mills have got a department working on woollen only.

Mr. Rahimtoola.—What about internal competition? .

Mr. Dalal.—At least this year I have found that internal competition

has begun in woollen goods. As regards cotton goods we are not able to make
any headway and all that we sell is due to the swadeshi movement,

Mr. Rahimtoola.—There is.nothing like internal competition ?

Mr. Dalal.—Not yet.

Mr. Rahimtoola.—The price is governed by the Japanese pricef

Mr, Dalal—Quite so. They pay us 4 to 6 annas more. That is due to the.
swadeshi movement. 1f you compared with Japan, we would not stand at all,

Mr. Rahimtoola.—I find you have given the number of factories in each
province ? _

Mr. Deolal.—Yes. We got the informatien from the Director of Industries.

Mr. Rakimtoola.—My information is that in Bengal there are 46 and you
have put down only 17. Is it in reply to your letter that he stated there are
17 at present? :

Mr. Dalal.—Yes. There are the factories registered under the Factories
Act.

Myr. Rahimtoola.—But then there may be many unregistered factories?

Mr. Dalal:—I can’t say.

President.—I think the point is a factory is not registered unless it em-
ploys 20 and is also worked by power.

Mr. Dalal.—Yes. .
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Mr, Rahimtoola.—There may be small factories?
" Mr. Dalal.—May be.

President.—If it is worked by power and the number of hands is less than
20, it does not come under the Factories Act.

Mr. Dalal.—It is at the discretion of the Factory Inspector. Even if the
mumber of hands is 10, if he thinks that it should come under the Factories
Act, it will come under the Act.

Mr. Boag.—There is only one thing I should like to ask you about. You
said just now that you are putting up a spmnmg factory. Is that because
you think it would be an economy to spin your own yam?

M7, Dalal.—It would give me better yarn.

"Mr. Boag.—Simply to ensure a supply of better yarn?

~ Mr. Dalal.—Yes, because the plant that I am putting up is 4,000 spmdle
Mr. Boag.—When do you expect 1t to be workmg?

" Mr. Dalal.—In November. -
President.—What kind of output would you get out of 4,000 spmdles? :
Mr. Dalal.—About 2,000 lbs. )
President,—Half lb, per day?

‘. Mr. Dalal.—Yes, I would be spinning 14s and 20s.
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THE HOSIERY MANUFACTURERS’ ASSOCIATION.

Evidence of Messrs. MANO MOHAN MUKHERJI and LALIT
'MOHAN MUKHERIJI recorded at Calcutta on Wednesday,
14th September, 1932,

President.—Mr. Mukherji, you are Vice-President of the Hosiery Manu-
facturers’ Association? - ’ .

Mr. Mukherji.—Yes. :

President.—In your reply to question 1 you .give us what you believe the
total number of hosiery factories in Bengal. The number that you give
-is 150: out of that you say 44 are power driven and the rest are cottage
factories of the ordinary type. T

My, Mukherji.—Yes. ,

President.—What proportion of these factories, taking the:power driven
-and the other factories, is represented in your Association? ]

Mr, Mukherji.—About 20 power -driven factories -out of 44.

; President.—Are. any of the cottage factories included in your member-
ship?

Mr. Mukherji.—No.

President.—If you take the total output of hosiery goods in Bengal,
roughly what do you think is the proportion represented by factories which
are among your members?

M;ri'. Mukherji.—In the Association most of the big factories are repre-
sented. .

President.—Would it be correct to say that if you take the total output
of hosiery goods of all the factories in Bengal, the factories who are members

your association represent somewhere about 50 per cent. .of the total
-output?

Mr. Mukherji.—It is more than 50 per cent. excluding the hand driven
section. We have no idea of their production.

President.—You don’t accept, I take it, the figures of production shown
in the Government returns? )

Mr. Mukherji.—~No. Because so far as hand machines are concerned
there is no law by which they can be compelled to give figures of production.
So that portion goes out: .

President—I find in 1931-32 the figure returned in the publication of
‘the Director General of Commercial Intelligence is 586,427 lbs. for Bengal
‘which I suppose you would suggest is very much on the low side?

Mr. Mukherii.—Yes. They have mentioned only 15 factories in Bengal.
.. President.—Have you any idea on what basis these figures are collected
probably all the cottage factories aré left out and they have. probably
contained returns from the power driven factories?

Mr. Mukherji.—Not even all. : R : )

President.—What I am trying to get at is this; under the Factories Act
does every power driven factory come within the ecope of that' Act?

Mr. Mukherji—Even among the power driven’ hosiery factories those in
which the number of labour is below 20 hands do not come under the Act.

President.—Therefore it is the fizure of production in. those 'pqwer driven
facto:iees :vhich »c:mz under. the Factories Act which would be included in-
these publications: would that be a correct surmise to' make?

Mr. Mukherji.—Yes. . ; 4 f " L “ Soduct

1 Y total figure of power driven factories is 44: you deduc
15 '5!';8:%?31(;“9:“;9. ,Wou%d it be correct to say that all these power driven -
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factories employ less than 20 hands? In any case you contend that as far
as power driven factories are concerned you represent more than &0 per cent.? .

. Mr. Mukherji.—Yes; practically most.of the factories in Calcutta and
its ‘suburbs. N . ,

President.—Can you give me roughly the total eutput of your members?
. Mr. Mukherji—We have given the list of factories and their output:
in the Appendix.

President,—That comes to @ little over 1 million dozens.

Mr. Mukherji.—That is the maximum on double shift.

President.—What do you call double shijft?

Mr. Mukherdi—16 to 193 hours.

Presidént.—The discrepancy between your figure and the Director Gene-
ral's figure is so very great that either you must be very wromg or the
Director General must be very wrong. s

Mr_. Mukherji—We can’t be wrong because there is the list of the
factories with the capacity of each factory.

Mr. Boag.—How many of these machines are working to full capacity ¥
What proportion ef these 3,753,000 lbs. is actually being produced?

"' Mr. Mukherpi.—Very few factories are working double shift this year.
Mr. Boag.—What relation does actual production bear to this eapacity®

. Mr. Mukherji—Some of the factories have stopged work this year.
Take Mill No. 9 in our Appendix it is partially working. A part of it is: .
working under a separate name. No. 28 has stopped working. No. 28 has
stopped working and sold. No. 28 has curtailes production. No. 36 has
stopped working,

Mr. Boag.—No. 26 is a fairly big factory?

Mr. Mukhersi.—~Yes. It had all Japanese machines.
" ° Mr. Boag.~If your suggestion is correct that most of the factories are
working single shift and their single shift capacity may be taken as »epre-
senting their actual output, then we may take about 1 million Ibs, as their
total annual production?

Mr. Mukherji.—Yes. That will leave about 2 million lbs.

President.—The first point I want to raise with regard to the general
issue is this: ¥ don't know if you remember the observations made by the
Tariff Board regarding your industry in 1926. The statement that they
made then was that if a protective duty were levied on hosiery goods, the
advantage of that would mainly go to the textile mills: having hosiery
departments. and therefore amaller hosiery factories would get very little
advantage. That was put forward as an important consideration against
the grant of any .special assistance for the hosiery industry. X motice you
deal with that point in the supplementary representation that yomu have
semb us. Y take it that your position is this: that the demand for particular
kinds of hosiery goods is a demand which is so varied—variable partly from
season to season and partly also variable from individual to individual or
groups of individuals—that the result is that standardised production is
extremely difficult and upeconomieal. Therefore since standardised preduc-
tion is not likely to be ecomomical in respeet of hosiery goods large scale-
factories would not. have any advantage over you. Am I right?

Mr. Mukherji.~That is exactly our eontention.

President.~—Y put this point to the representatives of ihe Indian
Chamber of Commerce one of whom is connected with the Keshoram Cotton
Mills which has a hosiery department and the general kind of view thgt
you euggest did not appear to them to be quite correct. They thought that
the difference in designs and the difference in sizes on account of these
variations was not so great as to render standardised production difficult,.
not to say impossible. What have you to say, to that?
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Mr. Mukheryi.—In the first place, our submission is that even in England
you will find ¢hat all bosieries are independent of big cotton textile mills.
In the second place from the same report of the Tariff Board you will ind
that in Japan the average number of workers in hesiery factoriea is absut 10.

President.—1,973 was the number of factories in Japan in 1924.

Mr. Mukherji.—Yes and the number of operatives employed was 8,027
men and 11,495 women. Many of these factories would be very small as it
would be obvious from the fact that the mmmber of operatives employed in
them average less than 10.

President.—Does that exactly meet the point?

. Mr. Mukherji.—That is onme point. In the second place possibly you
might have noticed that in Bombay some of these big mills tried to intro-
duce hosiery manufacture and they have not succeeded very much.

President.—Supposing we gave them adequiate protection, then they
might find it worth while, .

M+, Mukherji.—If you like I counld show you some of the things that are
now sold in the market which would give you some idea of the difference in
qualities.

President.—May I have a look at them?

My. Mukherji.—Yes, (samples shown). There is a very large difference in
the kinds of yarn, in the prices and in shapes and sizes. There is & large
difference in patterms. They change from time to time during the year
and ckange after two or three years almost completely.

President.—You mean certain patterns and designs which had been in
the market say for 3 or 4 years have now completely disappeared and other
patterns and designs have taken their place and your point therefore is as
paiterns and designs are replaced with that frequency, then you must have
2 plant which is sufficiently small to adapt itself.

My, Mukherji.—Yes.

President.—If you take undervests made mainly of 20s can you tell
me from your knowledge of the market how many different varieties are
thete in respect of size and in respect of design?

Mr. Mukherji—Kesoram Mills are manufacturing only one particular
kind, 16s. . )

Mr. Raohimtoole.—They are turning out different dimensions, chest
measurement from 22 to 38.

. Mr. Mukherji.—There are different sizes of machines to produce different -
sizes. .

Mr. Rahimtoola.—They produce about 10 or 12 different sizes. )

Mr. Mukherji.—Sample shown and explained, While samples were being,
shown, it was explained thet the varieties in hosiery consisted mainly of : —

(1) Varieties in sizes, i
(2) Varities if. shapes and designs in tailoring, )
(3) Varieties in testile produced from different counts and qualities
of yarn, ] .
(4) Varieties of patterns and designs in fabric, viz., tucked stitch
open mesh, etc., produced from dl,iferent machines with small
production, _ . .
The President enquired about the counts and qualities of yarns in the:
samples. From samples of one factory 9 varieties and patterns in texture
and fabfic were shown while from samplés of two otlier smaller factories 5
such varieties from each factory were shown. It was further p‘omted_ out
that there was hardly any smaller factory which was confined 1o only one
kind of téxbure or pattern in fabtic whereas Keshoram Cotton mill for
example comcentrated into manmufacturing only one kind of texture, wiz.,
" that produced from 16s couns. So that n?ug_hly speaking while the smaller
fackories wers manufacturing all she 4 varieties mentiotied above the Keésho
ram Cotton mill was manufacturing only the 1st and 3nd varieties ‘partially.
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Mr. Boag’ enquired, showing a particular open work variety, if it was
impossible for cotton mills to manufacture that variety. It was. éxplained.
in reply that it would not be economical for them to manufacture all these
varieties. All these 'are from different patterns. .

President.—Supposing a textile mill decided to produce these different;
kinds, would it be possible for them to manufacture? :

Mr. Mukherji. —It .is not possible, because they cannot supply all the:
counts in small quantities,

President.—The point ;s really not the material, but the machines.
Mr. Mukherji.—Both.

P'resldent —What I mean is this: they don’t make particular kind of”
yarn in their own mills, They can buy yarn and if they have got a certain’
number of machines they put the yarn on the machines and since they have
a large number of machines and the power is derived from the same source-
both for the Textile and for the hosiery department, they run the machines
more economically than you can and they get their yarn at the same price-
as you get.

Mr. Mukherji.—The difficulty is this: some of these yarns are American,
some Egyptian, some of them are dyed yellow, some of them natural, some
of them bleached, some are article silk and mercerised. If they have to.
purchase the entire output, they cannot find sufficient market in any part
of India. It has got to be distributed all over India. In fact you will
find the production of this factory sold all over India so that if the big
mill has to purchase these different kinds of yarn in small guantities from:
_different mills, they don’t get any special advantage.

President.—I quite admit that. They are on the same footing as yow
are where it is yarn of different kinds which they have got to buy from
outside. But the power with which the machines are run, that is a matter
on which they are likely to have a fairly considerable advantage over you.

Mr. Mukherji.—I am coming to the power factor. Bombay has a unique-
advantage of having power at 2 pies per unit supplied by the Tata Hydro
Electric Company in bulk. That is the unique position with regard to-
Bombay.

President.—Why do you call it unique?

Mr. Mukherji.—For the simple reason im Calcutta it was 2 annas per-
unit.
. President.—I do not know what you are going to build on 1t but I had
better enter a caveat straightaway. If a mill on the Bombay sxde had its
own generating plant, a mill of reasonable capacity a ‘thousand looms and"
30,000 spindles, they would be able to get their-electricity cheaper than.
what they are getting from the Tata Hydro Electric Company.

Mr. Mukherji —I am not sure of that, because coal in Bombay is very
dear.

President.—Coal' is equally dear in Ahmedabad.

Mr, Mukhe'm'i.—Yes, but dot so in Calcutta. The price of coal is Rs. 18-
a ton whereas in Calcutta it is Rs. 6 or Rs. 7. That is the advantage of..
Calcutta over Bombay so far as coal is concemed That is why the Hydro
Electric Company is growing very much in iwmportance in the City of”
Bombay and to-day many big mills in Bombay are getting their supply-
of power from the Hydro Electric Power Company.

President.—As far as the cost of coal is concerned, Ahmedabad is in no-
different position from Bombay. In Ahmedabad I belleve the cost of power
in mills which have their own generating plant are lower than the rates
at which electricity is supplied to -the Bombay mllls by the Tata Hydro-:
Electric Power Company.
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Mr. Mukherji.—1 have never studied that question. What I want to
submit to you is that so far as power in Calcutta is concerned it has taken
an entirely different turn. You have possibly heard that the Calcutta
Corporatgon has started making their own current at a very much cheaper
cost, § pice per unit and the Calcuita Electric Supply Company has recently
‘introduced a new rate for small motors.

President.—Have they? S

Mr. Mukherji.—Yes and it used to be 2 annas. Now it is 56 kilowatts
for 2 annas and the additional units at only 2 pice a unit. In the consul-
tative Committee I asked a question: what would be the rate for small
power if 8 motor ran for 24 hours and the reply was '62 anna. That is
almost 2 pice, the same as the Tata Hydro Electric Power Company. 'That
is the present position so far as power is concerned. -

President.—Your cost would stand at Bombay level. .

Mr. Mukheryi.—Yes so far as power is concerned. We have other dis-
advantages. :

President.—About the tailoring department there is a factor where
standardised production is not likely in the least to be economical: ..

Mr. Mukherji.—It has not yet been standardised to our knowledge in
any part of the world, in England, in America, in Germany and certainly
not in Japan. ]

President.—What T was inclined to think was that the strongest element
in the case in your favour is that the tailoring charges are apparently the

bulk of the labour cost in a hosiery factory.

Mr. Mukherji.—Yes.

President.—To the extent that standardisation cannot be undertaken in
Tespect of tailoring, to that extent therefore a small factory which is in a
position to give minute personal attention might have quite a considerable
advantage over a large textile mill. )

Mr. Mukherji.—Exactly. There is one point in this that if the hosiery
mill started knitting the fabric alone and they could be sold in the market
as fabric as the other big mills, and if it ended there, the big mills woul
have got an advantage over small mills and there would be no small mi
in existence at all in the world. It is just as if a mill which manufactured
longcloth said that it will start manufacturing shirts also.

President.—Where there is a duty on the finished product, where you
can import a semi-finished product in order to escape the duty, whether
-you can do that economically will depend entirely on the extra proportion
of cost borne by the process of finishing the semi-finished material into the”
finished product.

Mr. Mukherji.—Exactly.

President.—Your contention is that since that proportion leaves a very
‘wide margin, it is not very likely that the textile mills would have the
advantage over you which the Tariff Board supposed in 1926.

Mr. Mukherji—Quite so. Following that example, if a textile mill
‘which manufactures, longcloth started manufacturing shirts also, there is
very great difficulty and no one has ever tried to do it here. )

President.—Then they have not tried to do that but at present there
happens to_be no inducement. Supposing there was a very high duty on
‘shirts, what would:be the position? Supposing on imported shirts we levied
a duty of 75 per cent. and the duty on longcloth remained at.20 per cent.?

Mr. Mukherji.—Even then the duty would not be much, because the
largest quantity of shirts are manufacturqd out of the country_a-nd 1 suppose
a very small portion is imported as shirts. The difficulty in our case is
-accontuated more by the fact that in the manufacturing of the shirt, we
need a special sewing machine. One kind of machine will do for sewing
the shirts, but if you will kindly go through one of these banians, (sample
-shown) you will find how many kinds of sewing machines are necessary.
(8amples shown and explained.) : ;
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Pyesident.—That is really how you get this large proportion of tailoring
? .

Mr. Mukherji.—Yes,

President.—T should like o get, some idea of the difference betweem
hosiery yarn and ordinary yarn. You have given us a statement of these
thfl:egs As I understand it the position is this: hosiery yarn has got to be
softer

Mr. Mukbheryi. —Yes

President.—It has got to be more uniform.

Mr. Mukherii.—Yes.

President.—It has got to be wound on cones,

Mr, Mukherji.—Preferably.

President.—Unless of course you have your own winding machines, is
that right?

Mr. Mukherji.—It would be more costly to wind it from hanks.

President.—Therefore one special characteristic of hosiery yarn is that
it must be wound up on cones. The question of softness in hosiery yarn is
really the question of the amount of twist.

- My. Mukherii.—Yes. The amount of twist is much smaller.

President.—When the twist is smaller?

Mr. Mukherji.—About 45 lbs. test.

President.—I am trying to understand it in a general way.

Mr. Mukherji—About 45 is the test of yarn which is suitable for hosiery
and a much higher test is necessary for the textile mills. The reason is
this that in hosiery the yarn has got to pass through needles and therefore
necessarily they have to be very elastic, so that when the needles go down,
they will not break and they will stretch a little, and. the loops are formed
at that stage. Therefore in order to have a yarn which satlsﬁes that require-
ment, necessarily the staple should be blgger

President.—When your yarn is softer in order to provide the necessary
tensile strength, you should have superior quality of cotton. Therefore in
the case of husnery yarn of 20s you have got to have for its manufacture
cotton which is considerably longer in staple than what would be reguired
for ordinary yarn of the same count.

Mr. Mukherji—Yes.

President.—What about the manufacturing charges? Would they .be
‘higher in the case of hosiery yarn?

Mr. Mukherji.—They will use better quality of cotton and therefore the
wastage will be smaller.

President.—The final price would be higher, but the cost of raw cottor
would be counteracted by loss of manufacturing charges, because you don’t
have the same amount of twist. It makes very little diﬁerence.

Mr. Mukherji.—Yes.

President.—Have you any objection to our mentlonmg the cost of yarnm
publicly? I am not going into your other costs.

* Mr. Mukherji.—I have no cbjection.

President.—You meed not give me the price ‘of a particular factory.
May I take it that somewhere about 9 annas would be the cost of yarn?

Mr. Mukherji.—Now it is higher.

President.—That is 20s.?

Mr. Mukherji.—Yes.

Pnatdent —I remember that they have got a figure of somewhere about

6 annas 6 pies for 20s at a hosiery factory in another part of the counmtry.
How can there be this big difference?

Mr. Mukherji.—A% that price we cannob get even weaving yarn in
Calcutta.
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President.—X cannot understand it. As far as I know, hosiery yarmn is
manufactured in India only by the Madura mills?

Mr. Mukherji.—Their staple is longer. They use Cambodia cotton.

President.—Where do you get this kind of yarn from?

My, Mukherji.—From Madura.

President.—What is the freight?

Mr, Mukherii—About 8 pies per Ib.

President.—If 9 annas was the price of hosiery yarn of 20s, what is the
<corresponding price of ordinary yarn of 20s?

My, Mukherji.—Rs. 56-0 per 10 Iba,

President.—What does that come to per Ib.P

Mr. Mukheryi.~—~8 annas 6 pies,

President.—It is a difference of about an anna between the hosiery yarn
and the ordinary yarnP

Mr. Mukherji.—Yes.

President.—Je that the ordinary difference between. the two?

Mr. Mukherji.~Yes, in India. The prices of American yarn and Egyp- .
tian yarn are still higher.

President.—But this 9 annas is not for yarn wound on conesf

Mr. Mukherji.—Yes, it used to be. It is this Madura yarn that is almost
icvariably used in all the factories.

President.—1 find that it is being used practically all over the country?

Mr. Mukherji.—Yes.

President.—And in Burma?

Mr. Mukherji.—Yes. .

Mr.. Rahimtoola.—Y am told that ome mill in Bengal is turning out a,
large amount of yarn for hosiery purposesf

Mr. Mukherji.—I am not aware of any such mill.

My, L. M. Mukherii.—~Dhakeswari mill is making but not much.

President.—That mill has just started?

Mr, L. M. Mukherji~—Yes.

Mr. Rahimtoola.—Have you tried that yarn?

Mr. L. M. Mukherji.—Some of the factories have tried it. .

Mr, Rahimtoola.—How does that compare?

. lﬂllr. L. M. Mukherji.—They use a higher quality of cotton, so the cost'is
igher.

President.—They are using 40s for 24s?-

Mr. Mukherji.—Yes. . '

Mr. Rahimtoola.—What is the difference in price between the Madura -
yarn and Dhakeswari yarn?

Mr. L. M. Mukherji.—One anna.

President.—I should like to ask you, if you take the factoties in Caleutta
a3 & whols, what proportion of the total output is represented by votton
and what proportion by wool or artificial silk? Te it possible to make an
estimate? _ .

Mr. Mukherji.—Cotton represents the major portion.

President.—By major portion would you say 75 per cent.?

Mr. Mukherji.~~More than that. )

Mr. L. M. Mukherji.—About 90 per cent.

President.—What about the rest?

Mr. L. M. Mukherji~~Next comes the artificial silk.

President.~~For socka?
Mr. Mukherji.—For banians.



182
President.—Why is wool such a2 small proportion? :
Mr. Mukherji.—~Much capital will have to be sunk in it. Of ‘course wer
do, but on a small scale. ' h
Mr. L. M. Mukherji.—We have only one month’s market.
I dP'r:sldent .—In respect of woollen goods you get a bigger market in Upper
ndia

Mr. Mukherji. —In Ludhmna, they have some factories which manufacture
woollen goods,

President.—Quite enough to supply the market there?

Mr. L. M. Mukherji.—Yes. They are also sending their articles to.
Lalcutta during the cold weather.

President.—If you take the hosiery goods made of artificial silk yarn, is
the industry able to hold its own?

Mr. Mukherji.—There is not much competltlon from Japan just now in
that line.

President.—We were told on the other side of Indxa. in respect of woollen
vests that the homery factory was able more or less to hold its own?

Mr., Mukherji.—Exactly. Possibly it is due to the fact that Japan has
to pay a higher railway freight to upper India.

President.—The factory that. I am thinking of is the Ahmedabad factory.
The stuff is made in Ahmedabad and a good deal of it is exported from
Ahmedabad. They have to pay the freight from Ahmedabad to Upper India
markets just as the Japanese people have to pay the freight from Calcutta.
1n spite of that on the woollen part of the output, they can more or less
bold their own. In fact, that part of the production is regarded as the
stay-by of the industry?

Mr. Mukherji.—They  have almost changed over to wool. They appear-
ed before the last Tariff Board also and since then they have changed over
completely to wool.

President.—Quite -a-large proportion of their output is cotton. In res-
pect of woollen goods, for the Upper India market Ahmedabad staris more
or less in the same position as you do and to a conmsiderable . exfent the
Ahmedaba,d hosiery factory can meet its losses on cotton hosiery by the-
surplus it is able to make on woollen hosiery géods. Why cannot the same
thing be done here?

Mr., Mukherji.—The ma,nufacture of woollen hosiery is a different thing
altogéther.

President.—It is the same plantP

Mr. Mukherji.—It requires a different machine.

President.—In what way are the machines different?

Mr., Mukherji.~The machines are entirely different.

President.—How do they compare in price with the cotton hosiery
machinery? Are they much more expensive?

- Mr. Mukherji.~Some of them are.

- President.—The figure that we have for a cotton kmttxng machine is
Re 2,600 Would the knitting machine for wool be -somewhere about
Rs. 8000?

Mr. L. M. Mukherji~Rs. 2,500 is not the price now.

President.—Have you any objection to discussing the prices of machmery
in pubhc? As soon as we come to your confidential figures we want to hold
the sitting in camera, What about your answer to Question 7P These
are current rates?

Mr, Mukherji.—Yes.

President.—The machinéry is made in what eountry’

Mr. L. M. Mukherji—Most of them are German machines, but all the
sewing machines are Americah.
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Mr. Mukherji.—Some of the machines are also English.

President.—You give & total capitalisation of Rs. 1} lakhs?

Mr. Mukherji.—Yes. :

President.—What do you estimate to.be the capacity of a.plant taking
this cost? Your can take some kind of standard size, say 80s. Supposing
you take that as a standard product, what do you consider to be the maxi-
mum capacity? -
© Mr. L. M. Mukherji.—We have given that in the margin.

President.—I have to add these things up?

Mr. L. M. Mukherji.—Yes, about 120 dozens working single shift.

- President.—In what time? ’
- Mr. L. M. Mukherji.—Per day of 10 hours.

Prlesident.—Are you quite sure?

Mr. L. M. Mukherji.—8% hours.

President.—100,000 1bs. of yarn is the annual capacity on a single shift
approximately ? .

Mr. Mukherji.—There are some socks at about 1 Ib. per dozen.

President.—Even if you made allowance for that, still the figure stands
at that level. What do you estimate the total output to be on the basis of
poundage of yarn? ’

Mr. L. M. Mukherji.—100,000 1bs.

President.—On a single shift? -

Mr. L. M. Mukherji.—Yes.
shlP’resident.—There’ is nothing really to prevent you from working double

ift? . -
Mr. Mukherji.—Nothing except the market,

President.—If we gave you adequate protection and the market in this
country was more easy to capture for you, then there is nothing to prevent
you. from going double shift? There is not the difficulty which the textile
industry has about women. There-is no such difficulty as far as you are
concerned ? ) '

Mr. Mukherji.—None that we know of.’ o . .

President.—Except that you bave to incur a little. more- depreciation?

Mr. Mukherji—T think that that would be much better from our point
of view because if there is more depreciation, the machinery can be changed
much oftener and we will be more up to date. i S

President.—1If there is a big depreciation, you need not allow for obsoles-
cence? )

Mr. Mukherji.—The machinery is changing so rapidly that if any one
bas got to keep abreast of times, it has to be changed much oftener than
we can afford.

" President.—I should like to know at what rate on this block that you
have estimated, depreciation should be calculated?

Mr. Mukherji.—We have said that for the purpose of income-tax & per

gent. is now allowed. but we think that 10 per cent. would be:the proper
gure. .
President.—I am inclined to think that 5 per cent. allowed by the Income-
Tax Department is not suitable. ) .

Mr. Mukherji.—Further we have shown that so far as sewing machines
are concerned, 5 years would be a useful life for these machines. They rum
at a very high speed. ) . ’

President.—Supposing we accept the rates that you ha_ve proposed that
is to say supposing we allow 10 per cent. on knitting machines, 20 per cent.
on sewing machines and 5 per cent. on other machines—have you any other
machines? : '
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Mr. Mukherji.—No.
President.—~Have you any boiles?
‘Mr. Mukherji.—No.

President.—And supposing we allow you 9} per vent. on bumildings, on
that basis I want to know how much ib would vome to per Ib.? You have
‘to take, from the list given im reply bo Question ¥, the voet of all the
amachines. Can you give me the approximate cost per Ib.P About
Rs. 15,000 including buildings at 2§ per cent., that works out do about’
2} annas per lb. ‘

Mr. Muykherji.—About that.

_ President.—That would be a fair rate on your figures. Even on the
higher rates that you have proposed I think 2 to 2} annas would be a fair
rate to take. ’

Mr. Mukherji.—Yes.

President.—With regard to the current prices of imported hosiery that
.you give, are these the latest prices?

Mr. Mukherji.—They are for the month of June 1932.

President.~~What are the current prices?

Mr. Mukherji.—They have gone down further.

President.~We have been getting information during the past two days
-as ‘regards cotton piecegoods. The c.if. price in yen of Japanese piece-
-goods has gone up very considerably. -I do not know whether that applies
to hosiery. I do not know how far the statement is correct but yesterday
the representatives of the Marwari Chamber of Commerce were here and
‘they gave us the cost of Japanese cloth the invoice price of which has gone
up in the course of two months from 4-5 yen to 6-7 yen. B

Mr. Mukherji—I can’t say what would be the reason. The exchange is
:going down. ’ .

President.—There are two things, the first a rise in the price of eotisn
which started on about the 6th or 7th of August and then in addition to
‘that it would appear that the cosits of the Japanese industry in respect of
indigenous material, power, labour and so on are going up by reason of the
higher level of prices. After all depreciated currency means a higher level
-of prices. What I should like yqu to do is this: I want you to send us a
-statement. of the latest prices of imported Japanese hosiery goods and give
us if possible both the ¢.i.f. and the wholesale market prices. .

_ Mr. Mukherji.~Would it be possible for you to write to the Customs
"Department ?

President.—We will try to do that., As a matter of fact if you tould
get the current wholesale market prices we could work back on it and
-calculate the c.i.f. prices. What I should like you to do is to give us the
\vh.olesale market prices of Japanese hosiery goods. Give us the rupee
prices.

Mr. Mukherji.—To-day’s exchange is 89.

President.—Ib is not entirely a matter of exchange. If the sugpeation
made to us is correct that the invoice price is going up then you can’t
-settle the question on the exchange ratio.

Mr. Mukherji—To-day cotton has gone down by 31 points.
President.—~What is the price to-day of Broach cotton?
Mr. Mukherji.—Rs. 215. .

Mr. Rohimtoola.—But the yen has gone up: it is 897 -

Mr. Mukherji.—Yes. Possibly there is an upward tendency because it
“was given out that the cotton prospect in America was very bright.

President.—Whas I should like you to got is to find out and give me

the wholesale market price of imported hosiery goods of the same duality
which is comparable with yours. - '
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Mr. Mukherji.—~Yes, but we would also submit thast you might ask the.
Customs Department to quote figures in the interest of the industry eon-~
cerned. To-day we understand the price for Japanese hosiery has gone-
down by another 10 per cent. '

Mr. Rahimtoola.—1 would like to draw your attention te your answer to
question 10. You say you use about 91 per cent., of Indian yarn. Is it more.
or less on & compulsory basis? You understand what I mean, dem't you?
You know the swadeshi feeling in the country has given impetus to. Indian-

«mills and that is one of the reasons why they are using Indian yarm. Is:
that also the reason why you have been compelled to use Indian yarn?

Mr. Mukhorji.—I sm mot sure.

Mr. Rahimtoola.—You gave us to understand that hesiery yarn shonMd be-
softer snd therefore you want long staple cotton. As you kunow, long staple
cotton yarn at present is available only in small quantities for the heaiery-
industry, and having regard to the fact that you want to specialise im that
quality of yarn, but using 91 per cent. of the yarn which is below 40s,
doesn’t that affect the guahty ofp the goods you makef :

Mr. Mukherji.—The position is this: with imported yarn the price-
becomes very much dearer and the market becomes very much restricted.

Mr. Rahimtoola.—You are mnot using it simply because of the price-
factor, are you? . ‘

Mr. Mukherji.—I think mostly that is so.

Mr. Rahimtoola.—Supposing a man comes to buy goods in the market,
does he enquire whether the yarn used is Indian or not?

Myr. Mukherji.—I can’t exactly tell you because we are only selling to-
wholesale dealers. )

Mr. Rahimtoola.—This point was strongly bronght out im comnection
with the handloom industry that the man who wants to buy it will no% buy-
unless he has satisfied himself by asking questions whether the yarn msed
by them is foreign or not.

Mr. Mukherji.—The answer to that is this, that there is with the con-
sumers 8 certain amount of demand for articles made in India and the-
fact that it is so is borne out by the fact that Japanese manufacturers are-
sending out articles from Japan which bear the name of our own factory-
and are selling them in Calcutta. .

Mr. Rahimtoola.—You are not. able to tell me whether swadeshism has:
helped to market your goods?

Mr. Mukherji.—It has.

Mr. Rahimtoola.—If it is so then this method which you call an-
unfair method may be employed by foreigners to sell their goods.

Mr, Mukherji.—One reason for that is that the comsumer wants India_n-
articles and the second is that the quality of Bengal hosiery goods 'is im
ecertain respects better than Japanese. goods.

Mr. Rahimtooly.—~With reference te your supplementary representation,
what we have been told as regards piecegoods is somewhat difforent. In
the case of piecegoods the difficulty, it is said, is that the eouniry of erigin-
is not mentioned but they cannot use the same itrade mark. They simply
get the thing sold as Indian article because under the present law the-
country of origin need not be mentioned. What is the difference between-
piecegoods trade and hosiery goods trade in this respect?

Mr. Mukherji.—There is no distinction there exeept this that we have'
been making representations to the Government of India for a number of
years: we first drew the attention of the Commerce Mem.ber to this fact
and at our request a bill was introduced in the I.leglsla.tlve Assembly by-
Mr. K. C. Neogy to amend the Indian Merchandlsq Mark. Act. There,
if T remember aright, if an arbicle is manufactured in India every detaﬂ:
has got to be printed on it in English—size and various other things—and
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if they are not done penalties are attached to Indian manufactures. If a
foreign manufacturer does not do any of the conditions which is impoged
on the Indian manufacturer no penalty is attached to him. That .is the
loophole there which the Japanese manufacturers are taking advantage of,
and you have possibly ‘heard that even in textile articles like cloth and
other things coming from Japan this is taking place: mill khadi commg
from Japan is being sold as pure khadi here.

Mr. Rahimtoola.—Can you show us a representative article from Japan
which competes with your goods and bears the same trade mark?

Mr., Mukherji.—Yes (shown)

Mr. Rahimtoola.—This is purely the work of the Indian dealers?.

Mr. Mukherji.—Yes. ‘

Mr. Raohimtoola—On page 9 you say that all the important parts are
repaired and replaced locally. Is it donme departmentally by the small
factories or is there a workshop? -

Mr. Mukherji.—They are independent workshops.

Mr. Rahimtoola.—You simply hand it over to them?

* Mr. Mukherji.—Yes.

Mr. Rahimtoola.—On page 2 of the supplementary representation you
-are complaining of the price of Indian cotton going up? Does it bear any
relation to the yarn that you use?

Mr. Mukherji.—Yes. It has actually gone up since we have represented.
We ‘are now paying As. 9-6.

President.—You wrote this representation early in June? .

Mr. Mukherji.—We are now talking of the supplementary representation.

President.—What I am thinking of is this price of 9 annas has now gone
uap to 9 annas 6 pies. Does that 6 pies represent the increased price of
<cotton ? '

Mr. Mukherji.—It is very difficult for us to answer that guestion. .

Mr. Rahimtoola.—You are making a statement here and you should be
in a position to answer that.

Mr. Mukherji.—We have entered into contract with the mills and whether
‘that 6 pies is really due to the rise in the price of cotton, or not, I do not
know. .

Mr. Rahimtoola.—You are making one suggestion here that even if
protection is granted to you, you are complaining of the apathy of the
Bengal Government in not creating an institute for training people.

Mr. Mukherji.—The idea is this: in other countries you will find that
there are some industrial schools where the workmen are taught, so that,
that portion of the cost really belongs to the State.

Mr. Rahimtoola.—Do you find any difficulty in getting trained men?

Mr. Mukherji.—We have to train them and that goes to our cost. To
that extont we are helping the industry. We have got a Weaving Institute
run by the Industries Department. In Calcutta the Government has got a-
technical institute known -as the Calcutta Technical Institute but owing to
-the difficulty of funds, these things are not started.

Mr. Rahimtoola.—There would not be any initial expenditure in having
to create a separate Department?

Mr. Mukherji.—No.

President. —We proceed to examine the costs. Hereafter the examina-
-tion will be in camera, so that any visitors who are not connected with
Hosiery LIannfactnrers’ Association will kindly withdraw.
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[
THE NEW INDUSTRIES, LIMITED.

Evidence of Messrs. NEHAL SINGH, SRIKISHANDAS JETBMAL
and MOHAMED SYED, recorded at Calcutta on Thursday,
the 15th September, 1932.

Pa;eaident.-—Mr. Nehal Bingh, your concern is a limited liability com-
pany

Mr. Singh.—~Yes.

President.—What is the total capital?

My, Singh.—Five lakhs of rupees is the authorised capital, 1,00,000 is
the actual paid-up capital. We could not get more than a lakh of rupees.

President.—You started operations in 19327 :

Mr. Singh.—Before 1922 we were a private concern and then in 1922 it
became » lmited liability company.

President.—When exactly did the factory start operations?

Mr. Singh.—In 1919.

President.—So that the factory started in the boom period?

Mr. Singh.—Yes.

President.—What would be your total capacity if your plants were fully
working ?

Mr. Singh. —We had ‘o chance so far to work to our full capacity. Our
total capacity is about 2 lakhs of Ibs. a year and we have done up to 90,000
Ibs. so far, in 1929,

Mr. Rahimtoola.—You have given your figures in bundles?

Mr. Singh.—These are about one pound bundles. ]

President.—At present I suppose 60 per cent. of your plant is idle?

Mr. Singh.—Yes, Sir,

President.—That is since 19297

Mr. Singh.—Mostly since 1929.

President.—Are there other braid factories in Calcutta?

‘Mr. Smgh —There are two others, but both of them are practically
closed. One is working now and then when market is good.

President.—They have the same capacity as yours?

Mr, Singh.—About half the capacity of our factory. There are 10 braid
factories at Dacca and four im Delhi. I am authorised and putting this
case on behalf of the other Calcutta factories.

Mr. Rahimtoola.—They are all proprietary concerns except yours?

Mr. Singh.—Yes, Sir, and they join with me in this request for protection.

President.~—Is it possible for you to give us what the total consumption
is in Bengal?

Mr, Bingh.—I tried to geb actual statistics from the Customs Department
aud the Director General of Commercial Intelligence and they have given
1,200 to 1,500 cases, each case containing 100 lbs.

President.—You mean the total import is 150,000 lbs, in the Ca,lcutta
port?

Mr, Singh.—Yes, Sir.

President.—So that there is not enough market even for your full out-

. put?

Mr. Boag.—Is this braid used in any other parts of India?

Mr. Singh.—There is some importation into Karachi. The braid is used
also in United Provinces, Bihar and Punjab and is sent from Calcutta.

COTTON TEXTILE—VOL. IV -
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President.—1 take it that your factory would be able to supply the market

in Galcutta? v

r. Singh.—My factory is supplying practically the whole demand of
Bengal Even Punjab, Unlted Provinces and Bihar take some quantity
from Qalcutta.

President.—The pos1txon is, leaving out the factories in Dacca and
up-country, if you take 1929 as "the normal year when you produced approxi-
mately 100,000 lbs. and the imports were about 200,000 lbs. a year, the
total consumptlon in this part of India was about 300,000 lbs. Supposing
you take that as the total consumption then your factory and the two
existing factories in Calcutta together can just supply the requirements of
the Calcutta market.

Mr. Singh.—The other two Calcutta factories made 50,000 Ibs. in 1929,
so that the total would come to 350,000 lbs.

President.—When was your machinery bought, all in 1922?

Mr. Singh.—After that we have also bought some machinery: that was
two years ago, but we purchased most of the machinery in 1922.

President.—You must have bought them at the top price? The prices
that you give for machinery, are those current prices? I notice that you
take the exchange at 1s. 4d.

Mr. Singh.—There are the transport charges: we have to add that.
Then again sometimes there is breakage, and such other kind of things has
all been taken into consideration in fixing the exchange at 1s. 4d.

President.—These prices that you give for your machines are c.i.f. prices?

Mr. Singh.—Yes, Sir.

President.—And you have allowed 12} per cent. for transport?

Mr. Singh.—What I have given in the statement is the price of the
machine: at 1s. 4d. exchange also covers freight and insurance charges.

President.—You have roughly taken 12} per cent. as allowance for freight
and insurance¥

Mr, Singh.—Yes, Sir.

President.—What about erection chargesp

Mr, Singh.—I have put it very clearly in the estimate submitted and as
low as possible.

President.—These are all German machines?

Mr. Singh.—Yes, Sir, but the part which is lying idle is American made.

President.—You have given us two cost statements of which I am finding
it rather difficult to follow your more recent statoment of costs. These are
a gort of approximate estimates and the other is actual?

Mr, Singh.—That which I have submitted with my application is the
actual; no depreciation, insurance, cost of building and selling commission,
etc,, are shown there.

President.—Let us proceed on the basis of this cost. The yarn that you
use is double yarn?

Mr. Singh.—Yes, Sir.

President.—Where do you buy it? )

Mr. Singh.—In Calcutta: Madura yarn and Mysore yarn are the best
in the market; both are good quality long stapies,

President.—9 annas is the current price of yarn?

Mr. Singh.—To-day it is 0-9-6.

President.—What kind of power are you -using?

Mr. Singh.—Electric power: we are getting it from the Calcutta Electrie
Supply Corporation.

President.—What do you pay for itP

Mr. Singh.—2 annas per unit.

President.—The wastage of yarn you estimate at 6 pies per umit: that is
approximately 5 per cent. Where does the wastage occur?
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. Mr. Bingh.—When the yarns are broken at time the machines are work-
ing.

Mr. Rahimtoola—You don’t utilise the wastage in any way, do you?
Are you able to sell the wastage?

Mr. Singh.—We did three or four years ago but the price fetched was
nominal. At present no demand for same.

President.—How do you do your packing?

Mr. Singh.—In the same form as Japanese goods.

President.—Your selling commission is rather high?

Mr. Singh.—10 per cent. is not high: after all one has to live. I have
seen in foreign countries they charge as much as 40 or 45 per cent. as

. profit on such class of goods. ’

President.—If you look at your statement of expenditure (Statement A)
what you call stores consumed, that includes yarn?

Mr. Singh.—Yes, Sir. .

President.—Your selling expenses are the highest, next to yarnP

Mr. Singh.—Yes, Sir.

President.—I have not seen any other industries where the selling ex-
penses are so high in relation to other expenses. This c.i.f. price that you
give of Japanese goods, how long ago was this price ruling?

Mr. Singh.—To-day’s price is in the vicinity of 75 sen.

President.—If you take the exchange at 90 the price would be slightly
higher than shown here.

Mr. Singh.—It would be 0-10-9 against 9 annas.

President.—So that the prices have slightly advanced?

Mr. Singh.—Yes. The exchange is going down from day to day.

President.—But the main difference in the price is due not to exchange
but to the increase in cotton prices so that if we allow 8 pies more for your
yarn and take the c.i.f. price of Japanese yarn at 0-10-6, it will be a fair
comparison.

Mr. Singh.—The price of yarn at that time was 9 annas.

President.~—Similarly take a price of 10 annas 6 pies for Japanese.

Mr. Singh.—Yes, Sir.

President.—What is the kind of duty that you want?

Mr. Singh.—Will you please see in this connection page 547, Volume IV
of the last Tariff Board’s report, which explains our full demands,

President.—What is your proposal? o

Mr. S8ingh.—100 per cent. duty. Minimum period 10 years. There is no
reason why other countries should be allowed to import if my country.can
produce. I can give satisfaction to my buyers. - If there is any little trouble
(which is even not) that can be arranged as we undertake production on a
large scale to meet the demand of the whole country. o

President.—If we take your cost’ and make a reasonable allowance for
depreciation, profit and so on, and take the differencé between that and the
current Japanese vrices and fix the duty at that level, whatever it is, it will -
be a fair way of doing it. ) ; o

Mr. Singh.—This js a dificult question. 50 per cent. protection duty is
nothing. You have given 50 per cent. for textile. How far is the Textile
industry going to benefit? There is a hue and cry all over India that it
should be on a sliding scale, owing to the very unsettled condition' of
exchange. " ° ) . - e

President.—What you want us to do is to fix the duty at such a-high-
level that no amount of exchange variation can affect the protective scheme:-

Mr. Singk.—Yes. That is really what I want as there is no auestion of
monopoly here. There will be sufficient internal competition in this if pro-
tection is granted. .

COTTON 'TEXTILE—VOL- Iv h:
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President.—It is rather a simple case and I don’t think it is necessary
to question further.

Mr. Rahimtoola.—You are at present confined to Japan.

I Mr. Singh. —Yes, Slr, the only country that is importing into India is
apan.

Mr. Rahimtoola. —How would you compare the Japanese imports to total
imports?

Mr. Singh.—No other country is importing. Czechoslovakia imported a
small amount some time back but not now.

Mr, Rahimtoolg ~—What about, Germany?

Mz, Singh.—Nothing is ceming from Germany.

Mr. Rahimtoola.—At present the imports are entirely from Japan?

Mz, Singh.—Yes, Sir.

Mr. Rahimtoola.—It is entirely peculiar to Bengal.

_Mr. Singh.~It is consumed ‘mostly in Bengal and some quantity in
Bihar, United Provinces and Punjab. Samples shown and explained
(sample of plain braid and square braid known as Ghunsi and Muktakeshi).

President.—They are all called braids.

Mr. Singh.—Yes, cotton braid or Ghunsi; my prayer is also for square
braid known as Muktakeshi.

President.—The Customs people have described it as cotton braid.

_Mr. Singh.—Yes. In this connection I want to point out to you one
thing and that is at the time when the excise duty was introduced, we had
to pay.

President.—You don’t- want a refund of it?

Mr. Singh.—No. Government are too poor to pay it. Whenever an
enquiry is made into the Textile industry, we are neglected. If we are
ta submit our statement to the Statistics Department and to pay such
duties as may be levied on the Textile industry—if there is to be a cess
for the improvement of cotton, we will also be asked to pay it, I am sure.
We request that we may be given the benefit of such dutles as may be
levied on imports for the improvement of the Textile industry. Last time
the duty was again increased on non-British goods, but braids were left
out. The next point I want to urge is that the Customs be advised to keep
separate statistics to enable me . . . ..

President.—You mean the actual imports of cotton braid?

Mr. Singh.—Yes. Cotton braid and square braids and not to be lumped
with other things. That is a very important point. This is an article of
pure luxury. As I told you it is worn round the neck, waist, arms, ete., so
it is not an article of mnecessity at all.

President.—If we were to place braids on the same footing as piecegoods
would you be satisfied with the same rate of dnty?

Mr. Singh.—No, Sir.

President.—You want to come into that category?

Mr. Singh.—There are things whick come in like the artificial silk under
textiles. My artiéle is purely a luxury. Supposing 10. years after protec-
tion goes out, I should stand on luxury basis and will be able to compete as
"the proper luxury duty will protect us.

President.—That question does not clearly come under the protective
scheme.

Mr. Singh.—1 have been memorialising the Government of India ever
since 1927. Now that you are taking up this matter and going to write
your report, I hope that you will be good enough ta take into censideration
whas T have urged and make. suitable recommendations for the protection
of the braids (Ghunsi and Muktakeshi) on such a basis that no amount of
exchange variastion can affect the protectwe scheme and this mdustry is
saved from ruin from foreign unfair competition.
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THE CALCUTTA FLOUR MILLS ASSOCIATION.

Evidence of Messrs. H. C. LEWIS, D. McEWAN, F. €. FYFFE and
J. S. WRIGHT, recorded at Calcutta on Thursday, the
15th September, 1932.

y P:esident.—Gentlemen, you represent the Calcutta Flour Mills Associa-
ion f

Mr. Fyffe.—Yes.

President.—When was the Association started?

Mr. Fyffe.—In January this year.

President.—How many membetrs are there in your Association?

Mr. Fyffe—Seven.

President.—Are there any mills outside your Association in Ualcutiap

Mr. Fyffe.—Yes. There are two mills, and one under erection.

President.—Seven out of 9 are your members?

Mr. Fyffe—No. I should say 7 out of 10 because there is one mill under
erection, The larger mills are members of our Association. i

President.—The greater part of the output in Calcutta is represented by
your Association?

Mr. Fyffe—That is correct,

' President.—The total grinding capacity of the mills represented by your
Association is considerably in excess of the Indian consumption, is it not?
That is what you try to make out?

Mr. Fyffe.—Yes.

President.—Taking your figures, the total capacity in maunds of wheat
amounts to 43,23,000?

Mr. Fyffe~Yes. .

President.—That is about 13 lakhs cwts. of wheat?

Mr. Fyffe.—Yes. ’

President.—I am trying to compare that with the Indian tonsumption
which may be calculated in this way. The Indian production that you give
for 1931 is about 30,000 maunds. That is the output of the mills wha are
members of your Association, or is it the output of all the Calcutta mills?

Mr. Fyffe—This is the output of the membership mills.

President.—The total output in Calcutta would be somewhere . aboub

35,000 maunds. If I take the total output of the mills in Calcutta in 1931
and not merely of your members, it would be something more than 29,916

maunds, or approximately 35,000 maunds.

Mr. Fyffe—I can't say anything on that with any degree of accuracy.
I am not quite sure what the capacity of the nills outside the Association
is. This figure of 29,916 is not our ecapacity. ’

President.—It is your output?

Mr. Fyffe.—Not even our output.

President.—What is it then?

Mr. Fyffe.—You can take that as our sales.

President.—Did you produce very much more than that? )

Mr. Fyffe—We regulated our production according to our_sa’ies. _

President.—Therefore that may be taken as your actual production on
that. date? ) ad anothet 15

~—Qui . If you add another 15 pe

on %gtzf;g{',eihqulggisz millsythat would be somew

duction.

r cerit. of say 20 petr cent.
heré about the total pro-
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President.—That would be somewhere about 35,000 maunds.

Mr. Fyffe~—~Just about that.

President.—The total imports of starch in 1930-31 was 438-096 cwts.
Mr., Fyffe.—Yes. )

President.—This 85,000 maunds -would come to 26,000 to 27,000 in cwts.

so that altogether you get a total Indian consumption of sta.rchlng material
in 1931 of approximately 500,000 cwts.

Mr. Boag.—Are there mills in other parts of India making starching
material ?

‘Mr. Fyffe. —Yes, there are in Cawnpore area. I think they purchase
their flour from the local mills because we have been asked on several occa~
sions to tender for annual requirements to these mills and our prices have
been our main hindrance because there are mills nearer than ours to compete.

I dPr;szdent .—Are there any published figures of the output of flour in
ndia

Mr. Fyffe—Not at present but these figures are under compilation.
P'reszdent —By your Association?

Fyffe.—By the Director General of Commercial Intelhgence We
have been asked to give figures.

President.—In any case it is perfectly clear that your total capacity,

taking the whole production in India, would be considerably above the Indian
consumption P

Mr. Fyffe—Certainly. We only took our fizures. We have eliminated
Bombay and other places.

President.—At present you are using mainly Indian wheat, are you?

Mr. Fyffe~Yes.

President.—That is since the duty was levied?

Mr, Fyffe—Since April 1931.

President.—Is it possible for you to give us some idea of the extent to

which the import duty on wheat is reflected in the price of Indian wheat
as compared with imported wheat?

Mr. Fyffe.—If I understand your question aright, it works out like this:
Australian wheat at to-day’s market price is roughly 29 shilling U. K. per
quarter. Eliminating the factor of exchange on 29 shillings U.X. basis,
you can get Australian wheat c.i.f. Calcutta, including landing charges and

duty at Rs. 1-13-0 per maund, costing about Rs. 4-15-0 per maund landed
including duty.

President.—On that calculation you would not be able to give me what I
want.

Mr. Fyffe.—Without duty the price of Australian wheat is Rs. 3-2-0 and
Indian wheat to-day is about Rs. 4-3-0 in Calcutta, delivery at mill siding
per maund.

President.—That includes the freight: approximately what is the freight?
Mr, Fyffe—Rs. 1-3-6 Montgomery, Rs. 14-0 to 1-4-6 Lyallpur,

President.—If you deduct the freight the price of Indian wheat less
freight is slightly less than the c.i.f. price of imported wheat?

Mr. Fyffe—I have given you a fizure of Rs. 4—3—0 You want to know
the freight from’ Lya,llpur?

President.—That gives you Rs. 2-15-0 Indian.

Mr. Fyffe.—Against Rs. 3-2-0 for Australian.

President.—Are these comparable classes of wheat?

Mr. Fyffe—No.

President.—Are they the same kind of wheat?

Mr. Fyffe—Australian is superior in quality.

President.—Would you put any money value on the difference in quality?
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Mr. Pyffe.—It would depend whether it is Western Australia or Southern
Australia. Western Australia is usually the better wheat. I should put the
%ilf]erence in value at 5 annas per maund in favour of Western Australian

eat.

President.—Putting the Indian wheat on a comparable basis, the Indian
wheat would be in price about 2 to 3 annas per maund. That would mean
about 4 annas a cwt. in excess.

Mr. Fyffe~Yes.
President.—So that out of a duty Rs. 280 you get 4 annas actually

reflected in the price. That is the total extent to which the import duty has
caused the wheat to advance.

Mr. Fyffe.—I have given you a figure of Rs. 4-3-0 as to-day’s price, but
it has been very much higher than that. Up to Rs. 4-7-0 to Rs. 4-9-0.
President.—I will take Rs. 4-7-0. Supposing we put the excess in the

Iniian price normally as 8 annas, that would be a good outside figure to
make.

Mr. Fyffe.—Yes.

President.—What I want to do is this: you give your wastage. Out of
186 lbs. you get 112 lbs. of flour.

Mr. Lewis.—Yes at 60 per cent. extraction.

President.—That is to say wastage is 40 per cent.

Mr. Lewis.—It is not wastage actually.

; {Tesident.—-lf you took 186 lbs. of wheat, you could get out of it 112 Ibs.
of flour.

Mr. Lewis.—Yes.

President.—What happens to the rest? Is it sold?

Mr, Lewis.—Yes.

President.~—What kind of price does it realise?

Mr. Lewis.—It would really depend on the demand.

President.—Supposing you took a normal demand, if you took the average
of the past year?

Mr. Lewis.—Bran is a commodity that fluctuates according to the demand.

President.—What price did you realise on your bran last year?

- Mr. Fyffe.—Rs. 1-10-0 to Rs. 1-120 per maund.

President.—On the wastage of 40 per cent., taking 74 Ibs. as the wastage
you realise about Rs. 1-12-0.

Mr. Fyffe.—I don’t quite follow your calculations. I have a table show-
-ing the quantity of wheat required to produce a certain per cent. of white
flour at various per cents. of extraction. :

President.—You can’t give it at 60 per cent.? Is it a difficult calculation?

Mr. Fyffe—I can give you the calculation later.

President.—On the figures of wa:stage that you have given, if you take
100 lbs. about 40 lbs. is the wastage.

My, Fyffe—On 70 per cent. extraction it would require 400 Ibs. wheat
to produce 280 lbs. of flour.

President.—120 lbs. is the wastage.

My, Fyffe—Yes. Flour is described as white flour. They may be of
different grades and the balance of 120 lbs. is termed as low grade attah
and bran.

President.—That makes the calculation much too detail for our purpose.
All that I want you to give me is this—if at 60 per cent. extraction it means
40 per cent. is wasted, but it has a selling value in the form of bran. If
you realise the average price of the market for that 40 lbs. of bran, what
in terms of wheat or in terms of value that means? I want to know your
nett wastage leaving out the value that you.realise for your utilising the
waste.
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Mr. Fyffe.~~We reckon that if we realise half wheat price for bran and
about wheat price for attah we are running on a level cost neither make a
profit nor loss.

Pres‘zden@ —That would not meet my point. Let us take it like. this.
You are using 100 lbs. wheat; you get 60 lbs. flour and you lose 40 Ibs.
On this 40 lbs. you realise a value which in terms of wheat would be how
many lbs., so that I may add that to the 60 lbs. and the difference between
that and 100 lbs. would be your nett wastage, is not that right?

Mr. Fyffe—Wastage in value or wastage in wheat? ‘

President.—Wastage in value?

Mr. Fyffe—For the purpose of calculation let us take 100 maunds of
wheat. We get 60 maunds of flour and 40 maunds say of wastage (other
products). On' to-day’s market price for 60 maunds of white flour, we will
get Rs. 5-2-0 per maund ex mill, with bag. In 40 maunds of other products
we will get about Rs. 2-12-0 per maund.

President.—Supposing I took it at Rs. 5, I would be right.

Mr. Fyffe.—Yes, about right.

President.—May we take the wastage as half of it? In other words your
nett wastage would be 20 maunds.

Mr. Lewis.—It would be a little less on these figures.

President.—How much less?

Mr. Lewis.—That depends on the price you are taking for wheat.

President.—If you make allowance for variations in the price, you can
roughly say that the nett wastage would be 20 per cent.

Mr. Lewis.—Yes, .

President.—If you take 100 maunds of wheat you get 60 maunds of flour
and the balance of 40 maunds you sell in various ways. ‘We consider your
realisations as having fetched back your wheat. Therefore the nett wastage
is 20 per cent. On that you get no value. That is clear waste. The duty
you pay on that is absolutely lost?

Mr. Lewis.—Yes.

President.—If 8 annas a maund is the excess in the Indian price on
account of the duty, that per cwt. would be about 10 annas 6 pies. To that
you have got to add 1/5th which is the wastage on which your duty is
completely lost., That gives you very nearly 12 annas 6 pies. That is what
the Government of this country ask you to pay, while they allow the im-
ported production to come in free. That is to say on every cwt. of flour
that you make in this country, you have to pay 12 annas 6 pies.

Mr. Fyffe.—Yes.

President.—Including the duty payable on the wasted material, it comes
to 12 annas 6 pies, whereas the man who makes flour abroad and exports to
this country is allowed to land it in India duty free; so that comparing
your position as producers of starching material with the producers abroad,
your disability works out to 12 annas 6 pies?

My, Fyffe.—Yes, per cwt.

President.—Now the c.i.f. price of Farina starch is Rs. 8 pet cwt. You
give a price of Rs. 5-14-0 per maund. Have you got any later quotation?
What is the latest you have? Farina I take it is the commonest kind of
starch?

Mr. Fyffe—That is the most common starch,

President.—We had better base our calculation on that?

Mr. Fyffe—Yes.

President.—What is the c.i.f. price nowP

Mr., McEwan.—Rs. 7-8-0 per cwt.
President.—I am inclined to think that it would be lowet.
Mr. McEwan.—Rs. 7-8-0 is the figure to-day.
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President.—Rs. 7-8-0 is a price which suits our calculation.

Mr. Fyffe.—I have a quotation dated the 22nd August from a firm in
Bombay. There are twe qualities—Superior Farina Rs. 84-0 and Rino
brand extra superfine Rs. 8-12-0.

President.—Is that c.i.f.?P

Mr. Fyffe—That is the price f.o.r. Bombay.

President.—Are landing charges included?

" Mr. Fyffe—Yes. That is the price at which the firm in Bombay will
despatch to Calcutta.

President.—There is no duty on that?

Mr. Fyffe—No.

President.—Is it the c.i.f. plus landing charges?

Mr. Fyffe—Yes, to f.o.r. Bombay.

President.—So that if you took it as Rs. 84-0, then 12 annas 6 pies
would be somewhere about 12 per cent. If we took 12 annas 6 pies as the
duty that you had to pay, and if we were going to equalise your position
with that of the importer, then we would have to levy only a duty on their
starch of 12 annas 6 pies per cwt.

Mr. Fyffe.—Yes.

President.—If we gave you 15 per cent., it would be all right?

Mr. Fyffe—Yes, plus surcharge.

President.—So that what is required in order to provide tariff equality
for the Indian manufacturer on starching material is a duty of 15 per cent.?

Mr, Fyffe.—Yes, by that method of calculation?

President.—If you like, you can look into that calculation and see whether
there is any flaw in it. If there is, you can send us a noté later.

Mr. Fyffe.—We will do so.

President.—Your euggestion is that the duty on starching materials
should be levied at the same rate as on chemicals or ordinary kinds of wheat
and flour. .

Mr. Fyffe.—~What we are really asking for is an ad valorem duty of 20
per cent. as in the case of Wheat and Wheat Flour.

President.—Since you require about 15 per cent. in order to make your
position at present prices equal to that of the importer and since 15 per cent.
is the normal revenue duty in this country, we can make a proposal that
starching materials should bear the general duty. For the present the
general ordinary duty is 25 per cent. and a surcharge of 20 per cent., so
that your proposal is justified on the costs that you have.

Mr. Fyffe—That would be 15 per cent. plus the surcharge. That would
be the measure of protection.

President.—It won’t be protection; it will be simply giving you tariff
equality. .

Mr. Fyffe.—Yes, if you express it that way.

President.—We have figures from cotton mills to show the extent to which
a duty of 20 per cent. would raise the cost of the Indian manufacturer.
We have got no figures from jute mills. Supposing we decide to levy a duty
of 20 per cent. by how much would that raise the cost of manufacturing jute?
Would you be able to give me a calculation? Obviously that is a point
which we have to consider.

Mz, Fyffe.—It is not going to be heavy.

President.—It is not negligible. Would you be able to give us a state-
ment on that?

Mr. Fyffe.—Yes.
President.—Please send us a note later showing the extent to which

a duty of 20 per cent. on starching material is likely to affect the cost of
jute manufactures. )
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Mr, Fyffe.—Yes. .

Mr. Boag.—Some of the Cotton Mills whom wo have been hearing this
week have said that starching materials made in this country are mnot
suitable for sizing all qualities of cloth. They have mentioned particularly
the finer quality of cloth and said that for that quality it is necessary for
them to use imported starch.

Mr. Fyffe.—In reply to that we canm say that in 1926-27 170,163 cwts.
were only imported as against 438,096 cwts. in 1931-32.

Mr. Boag.—But the mills have only in the last few years been making
the finer qualities of cloth.

Mr. Fyffe—Certain tests have been carried out with gum dragon and it
has been found that our flour gives very good results from this mixture so
far as the question of adding weight is concerned and reducing the per-
centage of breakage.

Mr. McEwan.—1 am prepared to make a statement that wheat flour with
China clay, gum dragon and thg usual antiseptics will give equally good
results on any counts on which they may want to use it.
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