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PRESS COMMUNIQUE 
In the Resolution of the Governmene of India in the Department of Commllfce, 

No. 341·T. (9), dated the loth June 1926, a second Tariff Board was appointed for the 
purpose of enquiring into the present condition of the Cotton Textile Industry in India. 
The terms of reference were :-

(I) To investigate the condition of the Cotton Textile Industry in Indi .. , with special 
reference to the industry in Bombay and Ahmedabad; 

(2) To examine the causes of the depression in the industry and to report whether 
they are of a temporary or permanent character; 

(3) In particnlar, to consider whether, and if so ~ what exteut, the depression is 
due to the competition of other countries in the home and export trad~ ; 

(4) To report whether, having regard (i) to the fact that the industry has long been 
. established in India and (ii) to the interests of the consumer and to all other 
interests affected-
(a) the industry is in need of protection, and 
(h) if so, in what form and for what period protection should be given; and 

(5) To make any other recommendations that are germane to the subject. 

The Board has now received a representation from the Bombay Millowners' Association 
reviewing the causes which, in the opinion of the Association, have led to the present 
condition of the industry and putting forward the follo . s .. ls :-

(I) The abolition of the duties on machine niTIfStPi:es : 

(2) The abolition of company super tax the ~OI.!>~ town 
per bale' ,(. '- "" 

, (. 1'''' 'IT" rr pH'll 
(3) Reduction of railway freigbtsfroll'l . ~&y"t;;th' Prit}(lip!llup~' 
(4) Negotiations with steamship com ~ie9 f~~.( r1lilillitiol pf s 

from Bombay to all expnrt m'lrket . \ ,~" ~ _ • 
(5) The appointment of Trade.Commissio· '" in-'v/),r'i;;&s' 'cobh'/ .. 

of one fUpet' 

rymarkets; 
ping freight.; 

export trade; ,:.;;-:-_. _. __ ::..,:.,.1 
(6) The adoption of a scientific tariff which wiii'protectgoods manufactured in 

India from nnfair competition from foreign countries. ' 
The Association consider that, in order to place the cot.ton textile industry in India 

on an equality with for~ign countries in respect of costs of m .. nufacture, additional protec. 
tion to the extent of 13 per cent. is reqnired and that further protection to enable the 
mill. to make the necessary allowances for depreciation to plant and machinery should 
.. Iso he given. 

2. The Board will be glad tJ receive reprt'sentations from those public bodies, firms 
and persons who desire to express their views on the subject matter of its enquiry. 

The representation from the Bombay Millowners' Association and the Board'. question. 
naire have been printed in book form and copies can be obtained from the Board's offiee 
at the Bombay Town Hall, Provincial Government Book Depllts and authorised book· 
sellers. 

3. Replies to the Board's qUEstionnaire, which should be addressed to 'the Secretary 
should reach the Board's office, Town Hall, Bombay, not later than the 21st of August 
1926, together with 5 spare copies. Firms and persons who desire to tender oral evidence 
should inform the Secretary not later than the 15th of August. The Board's programme 
will be notified to the public from time to time and arrangements will be made for the 
examination of witnesses other than those from Bombay .. t the ne .. rest convenient centre 
included in the Board's programme. 

4. Some of those who desire to be ht'ard may find it convenient to submit detailed' 
answers to the questionnaiJe. while thoEe who 'plCfcr to express their views in a more 
general form may find the questionnaire useful 8S indicating the points on which the 
Board desht's to be informed. Some of the que.ticn. cannot be answered without.local 
or technical knowledge and answers of fhms and others with such knowledge will be of 
special value. Witn~sses who desire any part of their evidence to be treat,ed 8S confidential 
are requested to mark such part clearly. 

Bombay, the 1st August 1926. 

:140 Y 422-a 

D. F. KEEGAN, 
Secretary, Indian Tariff Board 

(Cotton TextiIt' Indu~try Enquiry). 
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QUESTIONN AIRE 

SECTION I 

General 
1. _ Do you coiwder that the present depression in the Cotton Textile Industry is 

confined to Bombay or that it also extends to Ahmedabad ar.d to up-country centres 
generally! Does it affect all mills iu the aame centre alike ? 

2. To what extent do you consider the depression due to the operation of world factors, 
of factors special to India or of factors special to a particular locolity in India, 

3. Do-you conr.ider that the caD.Sef. of the presl'nt depi-el'sion in the industry are of a 
temporary or permanent character? • 
- 4. Do you consider that, un!eI'8 the present margin between the price of raw ootton 

and the price of yam and piece-goods increases, any mills now working will be compelled 
to close down' " 

6. Do you oonsider that producers of yam and piece·goods generally (0) in Bombay, 
(6) in Ahmedabad and (c) in up.country centres with which you are acquainted are at 
present realising no profit on their sales or selling at a lOBS t 

6. What effect do you consider that a further fall in the price of raw cotton would 
have on the prosperity of the industry ? 

7. How far can the present depression in the industry be attributed to lack of confi
denoe in the stability of the present level of prioes of raw cotton. of yarn and of piece
goods t 

8. How far do you consider that the depression in the industry oan be attributed to 
the fact that the fall in the price of cloth has not corresponded with the fall in the price 
of cotton and that of other commodities t 

9. Do you consider that there has bPen a fall in the purchasing power of the ryot 
since the war, and if ao, to what extent haa this fall in purchasing power contributed to 
the depression in the, mill industry ! 

10. Do you agree with the view that, owing to the low prices of gold and silver, 
oonsumers prefer to invest their savingto- in the precious metals and to restrict th~ir 
purchaaea of oloth to a minimum ! 

II. How far can the present depression in the industry be attributed to lack of 
organisation among the mill.owners generally or iIi any specified directions ? 

12. How far has the depreasion in the industry been reflected in the number of mills 
whioh have (0) changed hands. (6) olosed down, (0) gone into liquidation since 1922 and 
in that of pr:>jeoted mills in which work has not heen started or has been suspended since 
that date t If you are in a position to give information in J'Pgard to a particular mill 
falling under any of th_ heads please do ro. 

SECTION II 

Nature orad ute'" 0/ competitio" "bel",,',en imp"r'.ed good& and 
tlw8e 0/ I radio" manu/oclu,e 

13. How far do you consider that the present depression in ths indust.ry oan be attri
buted to the lOBS of the Chinese market for yam? How far do Y0'!l consider that the heavy 
fall in the exports of yam to China since 1917 ean be attributed b foreign competition, 
to lOarcity and d~me88 of freight, to the expansion of the weaving industry in India or 
to a oombination of all thfl8e oauses t -

14. How far do you con~ider the present depreasion in the indWltry due to increaaing 
competition both in regard to quantity and price of imported yam "nd piece-goods 
(0) from Japan and (6) from other oountries t 

16. What counts of imported yam and lines of imported piece.goods compete directly 
with the produotion of Indian mills t 

16. Plei.se give aa oompll'te a range of figures as you can covering as long a period as 
possible of prices u·godown Bombay or Calcutta of imported yam and pieee-gooda which 
oompete WIth yam and piece-goods manufactured in India. The pricet'l u-mill of the 
Indian manufactures with which the imported goods oompete should also be given. 

17. Do you oonsider that auy yarns or piece-goods imported from Japan or other 
oountries are placed on the Iudian market at prioes which would not oover their cost of 
produotion in Indi. or at prioes which M'8 lower ill Indi .. thaQ those .t whioh they ara 



iii 
placed in other markets (excluding freight and duty)? 11 so, please furnish samples 
of Roh yam or pieoe-goods, if poesible, with particuIal'8 of pricet;. ' Can you furnish any 
evidence to .how that Bnch goods are placed on the Indian market at prices whioh after 
dednoting freight and incidenW expenBAB would not cover the cost of their prodnotion 
in the flXporting country f . 

18. Do yon oonsider that a'ny yarns or 'piece-goo~ exported from Japan or other 
conntriea are placed on any foreign market at prices which ar~ lower than the oost of 
prodnotion of pimiIar Indian goods pltu freight ang import duty? To what extent, if 
any, has India lost foreign markets as a resnlt of snch competition? 

19. The total importB of yarn of oounta under 30. into India in 1924-25 were less than 
1'3 per cent. of the produotion of Indian mills. In these cir umstances do you regard 
the oompetition of imported yam as a serious factor, and if so, why f Do you consider 
the percentage liluly to inorease ! 

20. It has been estimated that before the war not more than 3 per cent. of the imports 
01 pieoe-goods from the United Kingdom competed directly with the prod,uction of Indian 
mill. and that since the war the parcentage has not been more than 1 per cent. Do you 
accept these fignres f If not, please give yonr reasons. 

21. Jt has been estimat~d that 70 par oent. of the importS of piece-goods from Japan 
oompate directly with the production of Indian mills. Do you accept this figure f 11 not, 
please give your re8BOnB. . 

22. It hao been estimated that 10 psr oent. of the importaof piece-goods from oountries 
other than the United Kingdom and ,Japan oompete directly with. the production of 
Indian milia. Do you ~oept this figure f U not, please giv~e~ __ ~~~1.;. 

23. Do you corouder fihe imports of pieCe-goods iI1to In fa; tbel1njte 
Japan, Italy or any other OOJllltry likely to inqrease, an . 0 whITt'· . ...., 

, ' ~:;..;, f, J,J 
24. To what extent do you oOllbider that importe qet8opds.;om".f&llu 

with those (a) from the United· Kingdom and (6) from iolliIntrlea'f lDo y . 
this oompetition likely to inorease in the future f £ <) r ; 'c_; T'l. 

te 

25. To what extent do you oonsider that the co titio~Hmpo~ piece 
from Japan with the prodnotion of Indian mills has bee cceDtnate<j:}jytNJe f _ the 
Japaneseexohange f Please give figures in .snpport of yo . 'I!! . Hav~yo ny criti. 
cisms to offer of the table given in paragraph 57 of the repr~l.ioii,ot·the Bombay 
Millownerp' Alllociation and of the assumptions on which it is based f 

26. To what extent do youoomider that the competition of imported goods 
from oountries other than Japan with the prodnotion of Indian mills has been 
accentuated by fluotuations in the exchenge of the exporting countries f Please 
give figures in support of your dew. Do you oonsider that the competition from 
foreign oountri81 other: thaJ1 Japan ia likely to inorease in the future owing to the 
exohange factor f 

27. To what extent do you considsr thst the oompetition of imported goods with the 
produotion of Indian mills has been acoentuated by fluctuationS in the sterling rate of 
the rupee f 11 the rupee ia stabi1iead at 18. 6r1., what effeot will it haye on the 
industry f 

28. To what extent do you oonsider that the competition of imported piece-goods 
with the produotion of Indian mills is facilitated by the differE\Dce between the conditions 
of labour in the exporting oountry and in India' 

29. To what extent do you oonsider that the oompetition of imported pieoe-goods 
with the produotion of Indian mills ia promoted by direct or indirect State assistance 
to the industry in the exporting oountry' Are you in a ,position to give any specifio 
information on this point f . 

30. Doyonoonsiderthattheoompetitionofimported pieoe-goods with the produotion 
of Indian mills is in any way assisted by special facilities in the matter of credit 
obtained by the exporting houses in their own oountry or offered by them to buyers 
inIndiaf 

31. How far do you oonsider that the competition of imported piece-goods with the 
production of Indian mills is facilitated by greater attention paid by exporters to the 
req nirements and preferences of Indian middlemen and oonsumers in regard to suola 
matters "!' quality, finish and packing f - . 

32. Has theM been any marked ohange in the quality of piece-goods imported into 
India. of recent years from Japan or aDy other oountry ,_ 
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33. Can you give any epecifio in tances in which any line of ID.dian'yam or pi~e.good .. 
has been ousted from 'or seriously handicapped in the home!lr foreign market or any 
part of it by imports from Japan or any other country? 

34. Do you consider that there are any signe of a growing pnference on the part of 
Indian consumer& {or finer qnalitit's of cloth than those ordinarily produced in Indian 
mills and that this pr9ference i, wo~ldng to the disadvantage of Indian mills as compared 
with their comr.etitors ? '. ' 

SEOTIOli III 

, Internal,c~petition 

35. To what extent, if any, do you consider that the extension of mills and the 
establishment of new mills in up-country centres have affected the prosperity and future 
prospects of the industry (a) in Bombay and (b) in Ahmedabad ! 

36. Wbatadvantages, if any, do you consider that Bombay mills have over mills in 
Ahmedabad and' 'up-country centres!, . 

37. Can you give an estimate of the relative advantages that mills in (a) Ahmedabad 
and (b) any up-oountry centre with which you are acquainted have over mills in Bombay 
owing to (a) proximity to large up-country markets, (b) proximity to coal fields, 
(e) proximity to sources of supply of raw materials! 

, 38. To what extent does the handloom industry compete ',..ith the mill industry! 
Has there been any change in tl-ls respect of recent years ! 

39. Can YOIl furnish any information as to thl' tlxtent of the production of hand-spun 
yarn and handloom pieoe-gooO.s ? 

SECTION IV 

MiU management , 

40. The British Safeg.larding of Industries Act lays down i"tet' alia that no order shall 
be made'Under Part J unless it is established th .. t the industry manufacturing similar 
goods in the United Kingdom is being carried on "with reasonable efficiency and 
economy." Do you consider that this criterion is satisfied by the industry (a) in Bombay 
and Ahmedabad and (b) in India generally! 

41. Please state your views in detail on the' managing agency system. If 
YOIl consider the Aystem qefective, please state in what way you regard it as 
defective. Do you consider any efficient substitute for the managing agency system 
possible' , 

42. J,. the system of remuneration to managing agents by commission on profits 
or that by commission on production the more common. f Which do you consider 
preferable! 

43. In addition to remuneration by commission on production or on profits do manag
ing agents also receive an allowance for office expenses and commission (a) on purchases 
of cotton, (b) on pllrchases of machinery, mill stores and coal, (e) on sales of cotton, (d) on 
sales of yarn and cloth and (e) on insurance, adverti.."Ilment or other activities? Where 
the commission is on production does the agenoy agreemt'nt usually provide for a minimum, 
commission irrespective of profits ! 

44. Is the association of managing agents with any other classes or kinds of business 
common and, if 80, do YOIl consider it is in any way detrimental to the interests of the 
industry ? 

SECTION V 

Mill jina1U'e 

45. To what extent can the present depression ill- the industry be attributed to the 
over-capitalization or the under-capitalization of the ,mills in the Bombay, Ahmedabad, 
and up-country centres f 

46. To what extent can the present depression in the industry bl' attributed to exten
sions of mills and replacements of machinery undertaken when prices were at their 
highest' 

47_ Do you oonsider that there was an unduly liberal distribution of profits by mills 
between 1917 and 1923? If so, please give figures in support of your view and state 
whether you consider that the present depression in the industry can to any extent be 
attributed to this cause. 
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48. Have yOn any oritioislD8 to oller of the way in which mills have obtained 
their oapital, I.e., of the way in which it is divided between (a) ordinary shares, 
(6) preference shares, (e) debentures, td) loa.ns, .(e), reserve fund and (t) depreciatioE 
and other fllDds ! 

49. Have you any oriticism to offer of the way in' wliich mills obtain their working 
oapital! To what extent is the ~ystem of obtaining this 1l&pital by means of short term 
loans from the general public pravalent ,(a) in Bom1la.y, jb) in Ahmedabad and (e) in 
Up-COllDtry centres' Do you consider this system-a sound oqe ! 

cO. Bow far is it the practice of the mills io ip.veat funds in allied concerns! Do YOIl 
oonsider this practice a sOllDd on~ !. . 

61. Do mills now experienoe greater difficultie~ ill obtai:ninli finance than in pre.wBI 
years , If so,to what extent has this contributed to the general depression in the 
indll8try ! • 

62. Can you give any information as to .the rate at which money is borrowed by the 
industry in India and in .JapAn 7 

SEonoN VI.-CosTs 011' PSODUOTIOB 

(a) General 

63. What size do you oonsider a mill with both spindles and 100DlP should be in order 
w ensure the most efficient and economical working' Can you give an approximate 
estimate of the capital required in pre ..... a.r conditions and a~ the present time to .. ,.ta.blish 
8uch a mill (a) in Bombay, (6).in Ahmedabad and (e) in up.country centres? Can you 
gi ...... an idea of the approximate oost per p!>indle of pstablishing such a mill in 1914 
and 1926 respectively in India as oompared with the United Kingdom and Japan? 

64. Ar~ mill. generally (a) in Bombay, (6) Ahmedabatl and (e) up·conntry centres of 
a .-ize, type ('nd lay.out conducive to economical working? • 

66. To what extent do you oonsider thst ths efficiency of Indian mills is hampered by 
the use of old maohin .. ry 7 

66. Pie ...... give for any mill in regard to which you are in a position to give such 
information a statement in the form atta.clied as Appendix A of the costs of produotion 
in pies per pOllDd for one 'pound of grey yam of 20s COllDts and for one pOllDd of 
standard grey calendered long oloth. For purpOtes of compa.rison the figures should be 
given for 1913, 1914, 1920, 1924 and 1926 (if available). 

N.B.-The exact period covered, where this differs from the Calendar year, shoDid be 
stated. The COllDts of warp and weft used for and the reed and pick of the standard long 
oloth should also be stated. 

67. In whioh of the elements making up the cost of production do you consider 
Indian mills are at a special disadvantage as.compared with their competitors ! 

68. In whioh of the elements making up the oost of production are mills in Bombay 
at an adva.ntage or diaadvantage as compared with mills in Ahmedabad and up.country 
oentres ! 

69. To what extent, if any, are the oosts of production in Bombay as compared with 
those in Ahmedabad and up,country certres affected by the greater , humidity of its 
olimate! To what extent does the provision of humidifierc add to or lower the cost 
of produotion ! • 

(6) Raw material 

60. Ple888 describe in detail the methods ladopted by the miils in purchasing raw 
ootton (a) w Bombay and (6) in the cotton distriots. Please state how these differ from 
thOPe adopted in Lancashire and Japan. 

61. How fa.r do you consider that speculative purchases of (a) spot cotton and (6) 
cotton futures have oontributed to the present depr&sion in the industry! Can you 
suggest any method by whioh the element of speculation in suoh purchases could be 
reduced' 

. 62. It has been frequently stated that the prices at which ootton is purchased by 
Indian mills are often higher than the pricet' paid for cotton for export. Do you consider 
thil> statement oorreot! H so, oan you give any information as to the margin between 
the two prices' Can you suggest any reason why there should be such a margin or any 
means by which it can be avoided 7 

63. To what extent can the present depression in the industry be attributed to the 
purchaSe of cotton at prioes higher .!han those now prevailing , 
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(e) Labour 

64. The Bombay Millowners' AsSsoci~tion hold that "the main faotor which has 
oontributed to the present inoreased oost of manufacture is the higher remuneration given 
to labour for a 'smaller unit of work a.~ compared with pre-war years." Do you 
acoept this view' How far does tt also apply to, Ahmedabad and up-country centres? 

65. Do you oonsider that there was an unduly liberal distribution of bonuses to 
operatives between 1918 and 1923 , If so, please give figures in support of your view 
and state whether you oonsider that the present depression in the industry can to any 
extent be attributed to this oause , 

66. To what extent, if any, did (a) spinning and (b) weaving production suffer as a 
result of the reduotion in the hours of labour in 1922 , Please give oomparative figures for 
20s yam and standard grey oalendered long oloth before and after the reductil!n. 

67. Please s~t6ior any mill with which you are acquainted: 
(~ the number -of spindles in the ring frames, the lift of spindle and number of ring 

. spindles per cQmpetent spinner; 
(b) the number of looms per Ilompetent weaver; , 
(e) the total operatives in the spinning department per 1,000 spindles up to and 

including reeling and the average oounts spun; . 
(a) the total operatives in -the :weaving department per 100 looms for grey and 

ooloured goods respectively. 
Please explain in detail how' you have arrived at your figures. 
68. Please give the rates of wages paid in the spinning and 'weaving department of 

any mill with whioh you are acquainted with particulars of any changes in these &ince 
1914. 

69. Please state the average '!!pinner's wage per pound of 20s yarn and weaver's ,,:age 
pel:: pound of standard grey oalendered long oloth produced for any mill with which you 
are acquainted. 

70. To what extent do you consider the textile industry in India is hampered in 
oomparison with its competitors by the inefficiency of Indian labour' How !ioes the 
efficienoy of labour in Bombay oompare with that in Ahmedabad and in up-country 
oentres ! 

71. What is the percentage of absenteeism (a) in Bombay, (b) in Ahmedabad and 
(e) in any up.oountry mill with which you are acquainted! How far does the percentage 
of absenteeism vary from day to day in the week and how far is the variation seasonal t 
Is the percentage larger amongst female than amongst male operativE's! To what extent 
do you oonsider .that absenteeism could be reduced by the grant of good attendance 
bonuses and other privileges! Are such bonuses commonly granted! 

72. How far does the " budli " system affeot the efficienoy of labour t 
73. Can you furnish an estimate of the rate of labour turnover in the cotton textile 

industry (a) in Bombay, (b) in Ahmedabad and (e) in up-country centres ! 

74. How far are mills in Ahmedabad and in up-oountry centres at an advantage or 
disadvantage over those in Bombay in regard to the oontinuity of labour supply! To 
what extent do you oonsider that oontinuity oould be secured by the grant of long service 
bonuses and the institution of provident funds? Are such bonuses and provident funds 
oomm<!,n? . 

75. To what extent do mills in Bombay, Ahmedabad and up-country centres house 
their labour and what return do they get on the oapital invested in such housing? Do 
you oonsider that improved housing conditions would result in any improvement in the 
effioienoy of labour! How far is it possible to secure such conditions in Bombay and 
Ahmedabad! 

76. What 'are the present faoilities for teohnioal education (a) -for operatives, (b) 
for supervising staff? To what extent is ~se made of ~hese !, To what extent do you 
oonsider that the effioienoy of labour oould be unproved by mcreasmg them? 

77. The Bombay Millown~' Association expre~ the ~ew th~t w~ in th,e oOtt~1D 
textile industry are higher than those generally prevalent m any oth,?, ~dustry m India. 
Do you acoept this view' If 80, please give facts in support of your oplIUon. 

78. Has there been any marked ohange in the standard of living of operatives ainoe 
the war. 

79.. Do you ~onsider that there is any soope for a reduotion in the labo~ oosts ~ mille 
in India by the introduotion of automatio looms or of other labour savmg applianoes , 
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Would omy loch reduction be more than o01lllterbalanood by additional expenditure 
in other directiOD8 ! 

80. Do you oonsider that there is any reasonable prospect of securing a reduction 
in labour coats in the near future by training operatives to j;end more spindles or looms ? 
Hal there been any improvement in tilia respect in recent years! . 

81. Do you acoopt the figures given in paragraph 129 of the Bombay Millowners! 
rep1"e8entation in regard to the saving in the oost of cloth as a result of working double 
.hifts! Can you furnish an estimate of the saving that would be secured by double 
.hift working for any mill with which you are acquainted. 

82. Would it he pOll8\ble or advisable to introduce double shift working in mills (a) 
in Bombay, (b) in Ahmedabad and (c) in up-oountry centres ! 

83. To whatextent, if any, has legislatiol1. in reIlent years. affected ,tho cost. ~f pro· 
duotion f Please giVt; full details nnder each head is far as po'!:"ible. • 

(d) Overhead charges 

84. The Bombay Millowners' Association in their representation.have supplied full 
details of the local taxation imposed in Bombay. Please. supply similar details for any 
up.oountry centre With whWh you are acquainted. . 

86. For what purposes is insuranoe effected by the Indian mills 1 Do you cOD8ider 
the present poBition in. regard to the amonnt of insurance and the methods of effecting 
it aatisfactory f . 

86. What do you oOD8ider the correct percentage which should be allowed for 
depreoiation and how should the depreoiation fnnd be utilised! Do you conSider, that 
depreoiation should be reokoned as a charge on· cost of produotion or as a charge on 
profits! How far does the ordinary mill practiceooinoide wi.th your views on these 
points 7. 

87. On what prinoiple are the stocks of cotton, mill stores and manufactured goods 
held by Indian mills valued for purposes of balance sheets 7 Is there an independent 
valuation or are the auditors content with oertificates from the managing agents 1 

88. Is the audit of mill acconnts a rnnning audit or an annual one! 

(el Sales 
89. Please de80ribe in detail the different systems adoptsd' by the· mills in selling 

their produots. Whioh system you oonsider preferable and why 7 Can you give any 
figures in support of your views 1 to 

90. Is the system of sales on long credit prevalent·, What are your Views regarding it ! 
91. Please give full details of the additions which have to be made at the present 

time to the prices of Indian and imported yarns and pieoe.goods ex mill and ex godown 
respectively to make up their cost to the oonsumer. How do these compare with those 
ruling in 1913! Are they the same in all cases for Indian and imported goods? 
. 92. Do dealers in pieoe-goods now experience greater difficultieS· 'in obtaining 

finance than in pre.w .... years 1 If so, to what extent has this contributed to the present 
depression in the induatry ! 

(I) Trnsport 

93. Please give as full particulars as you can of the freightg on cotton from India 
to the United Kingdom, Japan and Italy and on cotton from Amerioa, Egypt and Uganda 
~o the United Kingdom, Japan, Italy and India. 

94. Please give as full particulars as you can of the freights on piece.goods from 
the United Kingdom. Italy and Japan to India. -

96. Can you give any instanoes of discrimination between Bombay, Ahmedabad 
and up·oountry oentres in the rate. ('f railway freight charged for the carriage of raw 
ootton, yarn, piece.goods and mill storf'S inwards or outwards ? 

SEOTlON VII.-SUGGESTIONS AS TO REMEDIAL MEASURES 

(a) Suggestions put lorward by the Bombay 
Millowner8' A880Ciatioo 

96. Are you in fa.vour of the proposal tha.t the oustoms duty on maohinerY and mill 
8tores should be abolished? What difference in pies per pound of yam or oloth produ~ed 
)Vould this make to the cost of produotion of any Ini11 witb whioh you are acqu-mted , 
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97. What are your views on the proposal that the 'Company super tax should be 
abolished? . 

9S. What are your views on the proposal t\j,at the town duty of Re. 1 per bale 
levied in Bombay should be abolished? "" 

99. Can you suggest any improvements in the present railway facilities for the move. 
ment of cotton,-yarn and piece-goods? . . 

100. D~ you co~ider that any case can be m:ade out for a reduction in the present' 
rates of railway freIght charged on ootton consumed by Indian mills and on piece-goods . 
and yarn manufactured in India 1, ' ' 

101. What are your views on the suggestion that the Government of India should 
negotiate with the steamship companies with a view to reducing the shipping freights 
from Bombay to Madras, Calcutta, Singapore, Basra, Zanzibar, Mombasa, Port Said, 
the Levant and aU other export markets? Can you give a comparative statement showing 
the present freig~s between Bombay ~nd these ports and those which ruled before the 
war? 

102. What are your views on the su~estion that the Government of India should 
appoint Trade Commissioners to assist ·the export trade? 

103. Can you suggest any other measures by ·which (a) those overseas markets for 
Indian yam which have been lost could be recovered, (b) the present overseas markets 
for Indian yarn and piece-goods could be extended and (c) new markets could be 
opened! . 

104. The Bombay MiUowners' Association have suggested the imposItion of an addi· 
tional duty of at least 13 per cent. on yarn and piree-goods imported from foreign 
countries which compete uufairly with India. Are you'in favour of the imposition of 
suoh a duty (a) on imports from Japan alone, (b) on all imports, (c) on yarn of certain 
counts and on cloth of certain qualities? If the last, please state the counts and 
qualities on which you consider the duty should be imposed. 

105. If you are in favour of such a duty, do you consider that it should be imposed 
as a temporary or a permanent measure 7 

106. Do you consider that the imposition ot the proposed prctective duty 
would result in a temporary or permanent increase in the price of aU yarn or cloth 
or only of the yarn and cloth on which the duty was imposed? In either case, to what 
extent would the increased price affect the cost of ,living of the middle and lower 
classes! ' 

107. Do you consider, on the other hand, that the result of the imposition of the 
proposed additional duty would merely be such increase in sall'S as might result from 
the displacement of imported yarn and cloth? , . . 

lOS. Do you consider that the internal competition between Indian mills would 
operate to restrict the inorease in the price of yarn and cloth throughout the whole of 
India or only in 1000.1 areas ? 

109. Do you consider that all increased import duty should be levied even if it increases 
the prioes of yam and cloth to consumers? . 

110.. Do you acoept the view of the Bombay MilIowners' Association that the raising 
of tile import duties to 11 per cent_ did not raise the price of cloth or check its consump
tion? If so, pleMe give figures in support of your views_ 

111. Do you consider that an inorease in the duty on imported yar~ and clo~h would 
aot as & restriction on the oonsumption of yarn and cloth! If so, do you conSIder that 
this would be in the best interests of the mill industry in view of the fact that the figures 
in paragraph 121 of the representation of the Bombay Millo,":ners' Association sho~ th~t 
exolusive of the produotion of hand looms _ the cloth avaIlable for consu,mptI?n, m 
India in 1924-25 was still 638 million yards b"low the figures for 1913-14 In spIte of 
the inorease in population in the interim? 

112. To what extent, if any, do you consider that the increase in the duty on imported 
yam IUld oloth would. by diverting yam and cloth from India, nnfavonrably affect the 
position of Indian yarn and oloth in overseas markets! 

113. What do you oonsider would be the effeot on the hand loo~ industry: of tle 
inorease in the duty on imported yarn from 5 to IS per cent.? In th,S connectIon, :rour 
special attention is drawn to the views expressed in paragraph 116 of the FI~Cal 
Commission's Report. 
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11.. The Bombay Millowners' Assooiation have asked for the adoption of a scientifio 
tariff by whioh presumably is meant the adoption of speoifio duties on yarn and oloth in 
lieu of ad tItIlorem duties. What are your views on this suggestion and how would you 
'propose that suoh -a tariff should be frained (a) to maintain the proteotion given 
at its present leyel, (b) to achieve the objeots desired by the Bombay Millowners' 
Assooiation ! - -

114A. With refereDoe to question 11" of the Board's original Questionnaire the follow
Ing scheme -for rscasting Article lOS of the pl'tl8ent Tariff Schedules has been- submitted 
for ~e oonsideration of the Board. Please state your views in regard to it. Can you 
suggest a scheme for basing the valuation on weight peuquare yard and number of threads 
in a aqu .. re one inch side? 

Serial Name of Art.leles I Per 
~ I Tariff valuation Duty No. 

t~ol 
, 

I Per ceot. 

108 Cotton Piece-good,. exel'lding 
Ad valorem descriptions given below: 11 

lIs.a.p. 
Orey plain-

Madapollams Sq'J8lO yard 0 1 9 11 

·lb. 1 2 0 11 -, 
Square yard lluU. 0 211 11 

·Ib. 110 0 11 
loconet., Shirtings, SbeI'tlngs, T. 

Cloth. " Square' yard 0 S 11 

·lb. " 1 3 0 1.1 

W1l1~pllLln-
Nainsooks, Shlrtin~., Mulla, 

-Square yard 0 JaeonetB " 6 0 11 

Coloured woven aod dyed-
Shlrtln!'S, Mulls, Jaconeto, 

Madapollams, froll! tbe United 
0 ... _6 Kingdom .0. n 

Do. do. from Japao. 0 3 8 11 

Umbrella clothe, Ttallans, Sateeos, 
Cambrics, Flannels, Flannel-
lettes. Looogies. Saronga. from 

0 1 6 11 Japan 

Do. do. from other 
countries 0 8 11 

Prlnted- _ 
Sartes, S('arves, Chlnt1., Cboo-

nerJes, Ch~8JlJ (\ambrics, 
. S",Uts, Twills, Mu!llns, Spots, 

0 7 0 11 
Strip", Jeaos" "I 

Tape-bordered Chadare and Scarves, 
0 S 11 all kinds. _ •• " 

Drills and Jeans, all klods except, 
Printed Drills and Printed 
Jeans, from Japan " 

0 6 7 11 

Twill. all kinds, of any wIdth from 
80" to S5' eXJillt Printed Twills-
From United ingdom - " 0 710 11 

FlOm other countrl.. • '1 0 6 6 11 

B.ll'dered Dhutis, Saris, Rcarves' l 
ChadarB (except Printedl 
S8rIB and Soarves and tape,\ 
bordered Srarves snd Chadars), 
Dukri6!l, TUrns and Jacon&te, 

0 4 6 11 !lII kinds.. " " '" 
• 

• The tarllJ valuation per lb. Is suggested .s a possible alternative to tbe valuation per square yard. 

MOY~2-b 
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115. The Bombay Millowners have asked for additional proteotion beyond 13 per oent. 
to enable mills to make the necessary allowances for depreoiation to plant and machinery. 
Do you support this proposal Y If so, what additional proteotion do you consider would 
be required Y , 

(b) Other B1lIJgestiona 

116. .Ate you in favour of an export duty on cotton Y If so, at what figure would 
you plaoe it! To what extent do you consider such a duty would affect (a) the inoome 
of ootton growers, (b) the area under cotton, (e) the price of cotton in India and 
(d) the prioe of Indian ootton in overseas markets Y 

117. To what extent, if any, do you oonsider that the imposition of a duty on ootton 
at the rate you suggest would result in the replacement of Indian cotton in oversea.& 
markets by Amerioan or other ootton ! 

llS. Can you suggest any improvements in the banking faoilities at present available 
to the industry! . 

119. Do you oonsider that the position of the industry oould be improved by better 
organisation of the millowners, '.e., by greater co.operation between the mills in suoh 
matters as the purohase of ootton, machinery and mill stores, the state of the finished 
produots, the standardisation of lines and prioes or by any other oombined aotion ? 
. 120. How far would progress in spinning finer oounts, '.c., counts above 30s in India 

affeot the oondition of the industry? • 
121. Do you oOnSider that it would benefit the mill industry if different mills were 

to speoialise to a greater extent than at present on certain counts of yarn or on certain 
types of oloth ! Are miIls at present equipped for specialisation? 

122. Do you eonsider that the mill industry as a whole would benefit by ext.ending 
its range of produotion and that, e.g., the Bombay mill industry would benefit if it were 
to pay greater attention to the ~quirement of the Calcutta market Y 

123. Do you consider that greater attention should be paid by the Indian mills to 
bleaohed, dyed and printed goods, to the utilisation of waste and to subsidiary branohes 
of produotion such as hosiery ? 

124. Do you con~ider that the full effeot of the remission of the exoise duty has yet 
been felt Y . 

125. If there are any oauses which, in your opinion, oontribute to the depression in 
the .industry other than those mentioned above, please state them with suggestions a.& 
to possible remedi~. 

126. Can you suggest any methods of assisting the industry other.than those whioh 
have been. referred to in the above questions Y 

SPECIAL QUESTIONS FOB THB BOMBAY MILLOWNERS' ASSOCIATION 
\ 

1. In paragraph 130 of their representation. the Association have asked for the 
adoption of .. a soientifio tariff .. so that the goods whioh Indian mills can manufaoture 
and supply to India shall not be open to unfair competition from foreign oompetitors. 
Please explain exaotly what is meant by a soientifio tariff and how the Assooiation oonsider 
it should be framed to aohieve the object they have in view. . 

2. In paragraph 131 of their report, the Assooiation ask. for proteotion in addition 
to the 13 per oent. proposed in that paragraph to enable mills to make the necessary 
allowanoes for depreoiation to plant and maohinery. What additional duty do the 
Assooiation oonsider should be imposed for this purpose Y 

3. Please give an aooount <of the working of the Millowners' A.ssociatio~ Mut~al 
Ins\lll&Ilce Fund for workmen's oompensation and state whether the Millowners AssoOla
tion has under oontemplation any similar soheme for fire and other insurano~s. 



xi 

APPENDIX A 

A. 0081 of production of O7I<'potLM of grey yam 

----------------------------------------~ ~
.esl I Percentage 

of total oost 

1. Cost of ootton reqnired to manufaoture lib. of grey y&rn. 

M anufactur;ng charges 

2. Cost of fuel and power 
3. Cost of water for power purposes •• 
4. Cost of water for all purposes other than power 
D. €ost of stores oonsumed 
6. Repairs and upkeep of machinery 
7 • Wages to operatives inclusive of bonus and all allowanoes. 
8. Superior supervision 

Overhead charges, 

9. Rates, taxes, licenses and fees 
9A. Interest and brokerage on working oapital 

10'. Insuranoe •• • • 
11. Itepairs and upkeep of buildings 
12. Depreoiation 
13. Offioe expenses (a) at mill, (b) at registered offioes of 

company. 
14. Brokerage and commission 
15. Sohools, welfare work and dispensary 
16. Provident fund 
17. Miscellaneous expenses not otherwise specified 

Total cost 

B. Oosl of production of one POUM of slandard grey calendered long clolh 

, Pies per I Per~entage 
lb. oftot&! 

~--------------I 

1. Cost of yarn nsed for manufacturing one pound of oloth •• 

Manufacturing charges 

2. Cost of fuel and power 
3. Cost of water for power purposes •• \. 
4. Cost of wate!' for all purposes other than power 
D. Cost of stores oonsumed 
6. Repairs and upkeep of machinery •• 
7 • Wages to operatives inolusive of bonus and all allowanoes 
8. Superior supervision 

Overhead charges 

9. Rates, taxes; licenses and feEli 
9A. Interest and brokerage on working capital 

10. Insurance •• 
11. Repairs and upkeep of buildings •• 
12. Depreciation . • • • • • • 
13. Offioe expenses (a) at mill, (b) at registered offices of 

oompany. 
14. Brokerage and oommission •• 
15. Sohools, welfare work and dispensary 
16. Provident fund , •• 
17. Misoellaneous expenses not otherwise speoified , .. 

Total oost 



WUness No. 58 

Sir N. N. W ADIA, K.B.E., CJ.E. 

WriUen Statement dated Bomhay, the 27th Augu8t" 1926 

With reference to the evidellce given by the Mill-owners Association, you will remember 
that on the question of an export duty on cotton, eJl members of the deputation who 
gave evidence before the Tariff Board were left to express their own views as per MiQ
owners Associa.tion's representation_ I therefore desire to place on reco,rd ,my views 
before I leave India for England to-morrow. . 

U it had not been for the present exchange policy of the Government of India, and the 
far greater harm done by it to the cultivators of cotton than any export duty on cottoll 
could possibly infiict, I am of opinion that an export duty on cotton to the extent of. &8 
much &8 10 per cent., the same &8 is levied in China on the export of cotton from there, 
would ha.ve been a most practical solution of the difficultY.Df competition which our 
industry h&8 to face. U such a heavy duty on the export of cotton is levied, then I 
think the local industry can very well face the competition of Japan in overseas m~rkets 
for our export trade. It is rather an anomolous position that Japan should be able to 
buy cotton in India, export it to Japan, and with the cloth manufactured from that 
cotton, be able to compete with 'Us in Indian &8 well as foreign markets. As the Association 
maintains, on the present b&8is'of Re. 320 for Oomra, the cotton cultivators are getting 
about Rs. 40 per candy less than they would have received if the exchange had been 
}8. 44. for the simple reason that cotton I?eing an internationaJ commodity, its price in 
the markcts of the world is based on the gold value of the crop, and it is of course 
chiefly regulated by the price of American cotton. • 

U it had not been for this fact, I am certa:mly of opinion that an export duty on cotton 
would be the best method of protecting the local industry, specieJIy &8 it would leave po 
difficulties in the way of the Government of India protecting us against foreign countries. 

U such a duty is feasible in the opinion of yonr Board, then I would recommend that 
the proceeds of such a duty should be utilised entirely for the benefit of the cultivators 
of cotton &8 mentioned in answer to Question No. 116 of our Association. 

Jd£l y 122-} 
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Witness No. 59 

Sir PURSHOTAMDAS THAKURDAS, Kt., C.I.E., M.B.E. 
\ 

Written Statement dated 30t'" September, 1926 

SE:lTION I 

General 
1. Bombay being.a sea.port, is exposed to the full blast of world.competition, and so 

the depression in the cotton textile industry is beingfeltin the most acute form in Bombay. 
But it extends further -to interior markets, including Ahmedabad. While all mills in 
the same centre do not suffer from depression to exactly the same extent, it must be made 
clear that the effeots of general trade depression are felt by all the mills. While a mill 
whioh has slender l't'sources may not be able to withstand world.competition, but may 
go to the wall, a mill with powerful resources or strong reserves at its back may be able 
to s~and the strain, but not without sacrificing its reserves or its resources. In the first 
case the adverse effects are patent to all, but in the latter case the harmful results of a 
period of depression may not be so easily obvious. 

2. The depression while primarily due to the operation of world factors, is accentuated 
by factors special to India, and aggravated by factors special to Bombay. In the former 
category I "ould oite the unsatisfactory management of Indian currency, and in the 
latter, the high looe.l taxation which is now being felt as oppressive. 

3. In so far as the depression is due to world factors it is extremely difficult to say 
how long these ..-orId factors will continue to operate~ to the detriment of the Indian 
industry. It is, however, not impo88ible that the world factors will continue to depre88 
this industry for at least the next four to five years. 

Among the fa,c;tors special to India, the mismanagement of the Indian currency may 
be said to be a temporary factor, but its injurious effecta may be of a more lasting nature 
and extend so far ahead as we may care to look at present.. The policy of drastic deflation 
resorted to by the Government of India has been directly responsible for crippling the 
credit resources of many an industrial Qoncern. The forcing up of Indian exchange to 
18. 61l. has given a handicap to the industry of 121 per cent.. And this handicap is likely 
to oontinue so long as full adjustment of prioes, wages, transport, etc., has not taken 
place to the higher rate. No one can say how long it would take for an adjustment to 
take place. ABBuming that it would take some ten years for such an adjustment, it is not 
improbable that the harm done to the Indian industry 'Voula last for a further decade. 
For all practical purposes therefore the handicap, due to the special Indian factors, to the 
Indian industry may continue for this ~neration." 

The same may be said of the Bombay faotors (e.g., local taxation), some of which have 
been rendered necessa.ry by the costly and risky schemes into which the Presidency has 
embarked. The Meston Settlement also by depriving Bombay of its growing and natural 
sources' of revenue has rendered neceBSary increased local taxation. It does not seem 
likely ,that Bombay will get any relief from these sources for another five years. 

4. Yes. Few mills oan subsist on their own resourcee for ever, even on a margin 
whioh keeps them hovering between life and death. 

6. A further fall in the prioe of raw cotton would confer no benefit on the industry 
if it were acoompanied by an equal fan in the price of yarn and pieoe.goods. As a rule 
a fan in the prioe of cotton is always accompanied by a corresponding drop in the price 
of manufactured goods, and this is likely to cOhtinue so long as the manufacturing costs 
in this country and oompeting countries are not altered relatively. 

Again a further declin.e in the price of raw ootton would mean a suhstantial decrease 
in the purchasing power of the ryot, a decrease whioh would nearly redlove any advantage 
which might be oonferred on the Indian industry by a fan in the price of raw cotton • 

. 7. Only to a small extent.. Lack of confidenoe in the present level of prices is due in 
no small measure to the oontinued depre88ion in the markets accentuated by the defla. 
tionist polioy of the Government.. It is therefore more the effect than the cause of the 
depression. 

S. To a oertain extent.. The discrepancy referred to in the question is caused by the 
inoreased oost of wages, and by the operation of the artifioial exchange of b. 611. to the 
rupee being sought to be forced on India. It is hardly pOBBible to reduce wages without 
grave oonfliot between labour and oapitaL Even in Lancashire, I understand, this handi· 
oap is felt acutely, and is reflected ill ~e inoreased cost '?~ ~ansport, m.anufl¥Jt'A'8, 
finishing, JI&oking Q,lld distfibuting.. . . 
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9. There baa been a large fall in the purchasing power of the ryot. The world market 
ollel'8 a lower price for hie produce, but the mpee price realised by the grower is cUrta.iled 
by a ~her 12l per cent. by the ra.ising and persistence in maintaining the higher level 
of Indian exchange. Theee factors, according to my information, made agriculture 
barely remunera.tive lut season and the reduction of hie consumption.Qf cloth by the 
Indian ryot need not be surprising. . 

10. The extent to which consumption of cloth can be reduced in order to sa.tisfy the 
alleged desire to hoard gold and silver is sma.ll, after all. And so thie cannot be regarded 
&II a material factor of the depression • 
. I w,?uld ~lso like ~ point out that. too much ~ made of 'the recent imports of gold and 

ailver 1B thie connectIOn. The fact IS that India wu starved of her requirements of the 
precious metals during the war years, and is trying to ma.ke up that deficienoy now as 
the following figures show :- . 

.A ppendicu to the Reporl 0/ th6 ROllal OommiaBion on Indian Ourrencll and Finance 

.APPENDIX II-P. 25 

Average of five pre-war years ending 1913-14 
Years 1914-15 .'. .. .. 

;, 

1915-16 
1916-17 
1917-18 
1918-19 
1919-20 
1920-21 
1921-22 
1922-23 

~, 1923-24 
.. 1924-25,' 

Avera.~e for 11 yearS ending 1924-25 

Imports of gold imports of silver 
on private on priva.te 

account account 

In Ia.khs of rupees 
28,82 

8,45 
4,90 
4,20 

21,46 
2 

10,97 
- 8,88 
-2,79 

41,18 
29,19 
73,78 

*16,59 

1,22 
10,01 
5,58 

- 2,16 
1,46 

6 
-15 
7,59 

14,95 
18,17 
18,38 
JlO,06 

7,63 

• If imports of gold on Government account are ta.ken into a.ccount, the a.vera.ge annual 
import of gold duriug theee eleven years works out to ahout 20'1 crorea. . 

11. I should like to know in the first place what sort of organisation is meant in the 
question. 

If an all-India organiza.tion is implied, it must be said at once that this is hardly 
feasible owing to ihe conflict'of interests. The textile ilidustry in Ca.wnpore and Madra.s' 
is in tbe hands of Europeans. I am not aware of their having taken part even in the 
agitation a.gainst such an obviously unjust impost as the Excise Duty on cloth, althougi1 
they sbare in full the benefit due to the abolition of the duty. It is not right at the 
moment, therefore, to expect an all-India organization to function. 

The aotivities of an orga.niza.tion confined to Bomba.y or Ahmeda.bad ha.ve their obvious 
limitations. For example, they cannot decide on short time,like the Jute mills of Ca.lcutta, 
as cotton is not a monopoly of thie country. Nor is it pOBBible to expect them to resort 
to standardisa.tion or specializa.tion of pa.rticula.r types of cloth by pa.rticular groups 
of mills, as the miI1s are not so equipped. Nor is it JK!8.'!ible to expect the miI1s to buy 
their requirements of machinery, etc., jointly through their Associa.tion, &8 the a.gents 
of several miI1s are themselves commiBBion a.gents who import t!leir requirements from 
Europe and America. direct. . 

The only direction in which an ABBociation of millowners ca.n be of more practical help 
is in keeping a better watch on production and distribution both in India and abroad, 
of their competitors. For exa.mple, they could send representa.tives to Ja.pa.n, a.nd 
study conditions there first hand, or to E&8t Africa. and study the growing market there. 
They. could also keep a better watch on their competitors' activities in this country. 
The millowners should ha.ve been able to answer your questions 30-52. -They should 
aIso be in constant tquoI!, with facf4 l1li thlIse l'eCluifed. hy tbe Tariff Board ill their 
I!.uestions 84-101, 

T 422-10 
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. While, therefore, there are directions in which the organisation of the millowners can 
. be improved, it cannot be maintained that a defioiency of organization is a material cause 

of the present depression. 
SECTION II 

Nature and extent oJ competition. betwun. imported goods and th08e oj Indian. 
!MnuJacture 

I am not oompetent to deal with most of the question~ in this seotion. Only mill 
owners and agenta and merohants engaged in the import of pieoe-goods can, I believe, 
answer a majority of the questions. 

27. This has been partly answered under question 3. 
It has already been shown to the Tariff Board by previous witnesses that the heights 

to which the rupell-sterling exchange soared after the war, led to an abnorma.l import of 
piece-goods into India.. These accumulating stocks have ever since acted as a drug on 
the market, and continue to act as a depressing factor to theJndian indu~try. . 

If now the -rupee is stabilised at l.!. Gd. it would mean continued depression in tile 
textile industry, as the la. 6d. rate can hardly be maintained without curtailing the 
ourrency and therefore credit resources of the industry. The I\rtificial screwing up of 

- the exchange acts during the period of non-adjustment with double pressure against the 
industry, inasmuch as it confers an advantage of 12l per cent. on the foreign competitor, 
and at the same time reduoes the purchasing power of the producer to the same extent. 
Even countries like the United States of America, England, Holland, Switzerland and 
Spain have not sought or even dreamt of foroing its unit of ourrency to a higher level, 
in terms of gold, than that which obtained before the war. 

When they speak of fluctuations of exchange, economists refer. to the effects of a 
rise or fall, as only temporary. They say that the raising of the rupee would hurt Indian 
industry only during the period of adjustment. But the question of supreme practical 
importanoe to my mind is the length of the period of adjustment. It i~ not improbable 
that during the so-called period of adjustment, the Indian industry would lose its channels 
of trade, both at home and abroad, and give up its position of advantage to competing 
countries, who would during the period of stress and strain for the Indian industry, 
entrench themselvee firmly on the ground lost by the Indian industry, eo much so that the 
Indian industry would find it practically impossible to dislodge its competitors from their 
pOSition, t;ven after the adjustment of Indian conditions to the new rate of exchl1.nge 
had taken place. It is in view of these oonsiderations that ~ emphatically assert that 
the effect of raising the Indian exohange to lB. 6d. would be praotioally permanent-would' 
last at least so long as we might reasonably look forwa.Dfi to-day. 

30. In countries like England where the credit organisation is more perfeot, and like 
Japan where the Government is extremely keen to develop their export trade in manu
factured goods, it is but natural that better facilities in the matter of credit are enjoyed 
by the exporting houses. 

The importing houses for piece-goods into India are also espeoially well-looked !lUll' 
by the exohange bankS, and so can be said to be enjoying special ofCdtt facUttiello _ 

SECTION IV -

Mill managemelll 

40. Yes. In a period of depression there is a growing tendency to exaggerate the 
stories of mismanagement and inefficiency. Whilst rigid eoonomy is practised by the 
mills generally, al\d in fact is being foroed upon them by the times, the charge of 
extravaganoe is bound to be levelled against the management, by disgruntled share
holders and others, till better times return. While newspaper critics have not been slow. 
to throw mud at mill-management, the published evidenoe before the Tariff Bow does 
not seem to have revealed many oases of extravagance and ineffioienoy. 

41. 'PIe managing agenoy system is the system most suited to Indian oonditions at 
present. Whilst perfection is not olaimed for it, it is no use condemning a system, to 
whioh Indian iudustry owes its origin and @'Owth, unless a more worka.ble arrangement 
can be proposed. _ 

It is well known that banks at present are unwilling to advance moneys on the seourity 
of the assets of a limited oonoern, nnless the sa.me is ba.oked by the personal secnrity of 
the A~nts themselves. As no practioal banker at present would be prepared to make 
a departure from this practioe, it is no use proposing an alternative system, unless th~ 
whole organisation of oOlDD1eroial and banking credit in .lndia is changed. 



The fact that the managing agency is hereditary has been subjected to much criticism. 
While the hereditary principle has its limitations and disadvantagee, it has compensating 
advantages which appear to have been overlooked. I would refer the Tariff Board to 
enormous sacrifices made by mill agent.e--.Jacrifices not only of their commission, but also 
of their private wealth to a degree which would never be possible under a system of _paid 
managing directors. Without attempting to make any invidious distinctions, I would 
only refer to two examples which occur to me at the moment,N, the sacrifices made by 
the Tataa for their oil mills and the Steel Company, and by the Currimbhoys for the 
Kaatoorchand mill& It is the hope and the truat that the benefits of the managing 
agency will conti nue to accrue to themselves and their suocessors from generation to 
generation, which induce mill-agents to make enormoUS' sacrifices at tritical junctures 
for their industrial concerns. Once the hereditary principle is taken away, no firm of 
managing agents will come forward to stake its all-its reputation and its private wealth 
for the benefit of the limited concerns under its chalge. 

42. For the great majority of Bombay mi11s, the system of remunElr&tion is by 
commission on profits. While this system is preferable, it may be of interest to refer 
to the fact that centres in India which flatter themselves on having a better system of 
payment to agents, are reverting to the system of commission on production, which is 
the MIlle thing as oommission on sales. 

43_ Some mills do receive an allowance for offioe expenses. This is generally a 
moderate figuze. -

I am not aware of mill-agents charging a commission on purchases of cotton or coal or 
advertisements. 

In the case of inachinery and mill-stores, some mill agents themselveS are agents for 
stores, etc., and import them direct from England, Europe or the. United States of 
Ameriea. In Buch C8888 they charge a commission. 
- MillB seldom sell cotton, and mill-agents are not known to charge any oommission on 
s.&le of ootton. A few mill-agents do charge a commission on sales of yarn and cloth. 
But in Buch C8888 they act as guarantee brokers. In such instances the service and the 
stake are well worth a commission. -

A few mill-agents are also agents of insurance companies, and earn an agency cOlllmis-
aion from the insUr&ncl' companies they represent. , " 

44. Many of the leading firms of mill-agents are associated with other kinds of bueines8. 
It all depends upon the standing, organisation, and resources of each firm, whether such 
association is to the advantage of the industry or not_ " 

45. Instances of over-capitalisation are so few that the present deplession can hardly 
be attributed to it. Nor can under-capitalisation be held responsible for the present 
period of depression_ 

46. In many cases orders were contemplated for extensions of mills or replacement of 
old machinery during the boom period. - But for one reason or another, the machinery 
thus ordered did not arrive during the boom period, but during the period of fast falling 
prices since 1920. The mills, therefore, missed the top of the market for the benefit of 
,such machinery. As, however, prices have gone down since new machinery was received, 
it would be eorrect to say that to a small extent at least the depression in -the textile 
industry can be attributed to this factor. 

47. Except in a few instances the ,distribution of dividends was not unduly liberal, 
large amounts being carried to reserves also, and so the oxtent to which the shareholders 
shared in the profits by way of dividends cannot be oonsidered a cause of the present 
depression. 

48. No. 
49. The system of finding working capital by means of short time losns is general 

in Bomhay and Ahmedabad. For normal times this has much to recommend it, as the 
mi11s can find extra capital for storing ootton, eta., during the season just when they-
need it. -

But in a period of diffioulty these losns are a .iource of weakness, inasmuch as 'the 
depositors are the first, to withdraw their advances on rumours of difficult t~. 

50. As a rule the mi11s do not invest funds in allied concerns. 'The practice, where it 
exists, in rare cases, cannot be considered a Bound one for obvious reasons. 

01. Yes: This is natural in a period of depression and it at the same time adds to the 
depression_ A currency policy manipulated with a view to reduction of prices and used 

'as, a lever for this purpose cannot but have such an effeot,. 
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52. The rate of interest in India., &8 everywhere, would depend upon the credit 01 the 
borrower. and would vary from 6 per cent. to 1 to 2 per cent. over bank rate depending 
upon the status of the borrower. Industrial finance has often to be borrowed during tbe 
busy season by some concerns at rates of interest &9 high as 12 per cent. 

I understand that in Japan also the rate of interl'st varies from 6 per cent. to 9 percent. 
But th~ Japane~e indu$try has this pull on the Indi&~ ind~stry, viz., that it g~ts tbe money 
when It wants It, and the banks there do not believe m forced sales or m demanding 
immediate repayment of money as soon as a concern is found to be in difficulties. This 
broad minded attitude can help industrial concerns to tide over a period of difficulty and 
would not at least precipitate the col1a.pse of an industrial concern. I understand that 
Japanese Banks allow credit to their customers, &9 soon &8 they report purchases of kap&8 
01" cotton or stocks of piece-goods in the remotest corner of countries where they may be 
trading. It is this facility which is of substantial advantage, in the last resort to the 
Japanese spining ind)lstry. ' 

SECTION VI 

008t oJ Production 

(b) Raw Material 

60. The Bombay mills purchase their reqnirements from the local spot market and 
also in the interior markets. As a rule mills which have ample reserves or resources at 
their back prefer to purchase a part of their needs in the up-country season, and store 
them; while mills which have slender resourcea confine their purchase to the spot market 
here and have to satisfy themselves wit.h such quality &8 may be available. 

The local spot market is wcll ol"ganized, and the system of buying enables the mills 
to see and examine carefully what they are buying. 

In up.country centres, they have to depend upon their agents or representatives, and 
conform to the custom of the centre at which the purchases are affected. Theyvary 
from centre to centre. ' . 

In Lancashire and Japan the mills have naturally to confine their purchases to 
spot or forward purchases based on samples, or types or standards. The Japanese mills 
appear to be in the habit of buying large quantities at a time from 3 or 4 Japanese firms, 
who act as their cotton buying agents, and who have their branches all over India. 

. Hedging.-The Bombay market offers 1a.rge hedging facilities to the mills, and although 
mills have begun to make use of them, it must be said that these facilities are not utilised 
by them to the full extent possible. In Lancashire the system is resorted to by the Mills 
to a greater extent, SO as to minimise the risk of fluctuations in the cotton market. In 
Japan the mills have further facilities of hedging in the aampin (yarn) market. 

Regarding the complaints of the millowners that the existence of five hedge-contracts 
in Bombay is a handicap to them on the ground that each contract is liable to be squeezed, 
I would refer to the replies given by the East India Cotton Association, Limited. One 
point, however, I would like to emphasise. The Bombay mills can utilise to a greater 
extent the system of buying ootton " on call " by which they can secure the exact grade 
and staple they require at a fixed difference from the hedge oontract. In the cotton 
market the risk is two.fold :-

(1) Fluotuation of the price level of ootton, e.g., futures or Broach-against which 
the hedge contracts woul~ be effective. 

(2) Fluotuation of the " basis ", i.e., the difference in the price of the particular 
grade or staple of cotton required by the mi.ll&-from the standard price----or . 
the hedge contract prioe.· . 

When a particular 'grade of cotton gets scarce, it is squeezed up in price to such an 
extent, that the mill which has purchased hedge oontracts against it, is unable to secure 
that particular growth eXgept at a very much enhanced price. To prevent such a 
contingency mills oan buy cotton" on call ", ':e., fix the difference between the hedge 
oontract and the special growth they reqnire at a time when they consider the difference 
fairly reasonable. For example, a mill whioh wants Navsari ootton, can today buy this 
contract at say Rs. 70 .. on" for Broach/April/May. It can seoure cotton at this 
premium even if during the season or later on, the premium has gone up to Rs. 100. Of 
course the mill oan fix its own prioe for tho cotton by buying up, e.g., Broach contraot 
to.day at say Rs. 300. 
• The same purpose can also be secured by the mills if they bought" delivery contracts .. 
for forward delivery against their requirements. These contracts oan enable the mills 
to buy the grade and the staple of the cotton they require, and the price can always be 
fixed ahead. I am of opinion that Japanese exporters resort to this facility far mora 
freely than the Indian mills." 



61. I do not think any speculative purchases of spot cottotl. ot cotton futures have 
contributed to the depression. With a few notorious exceptions, mill agents are not 
known to speculate in cotton. 

There is, of course, an element of speculative risk in the textile industry iDallmuch 
as it is impossible for mills to buy cotton and sell cloth siniultsneously. This element of 
speculation can be minimised by greater resort to the hedging facilities offered by the 
cotton market, and to the system of buying cotton "on call " referred to above. 

62. The suggestion that the price at which cotton is purchased by Indian mills" in 
higher than the price paid for cotton for export requires explanation. I wonder whether 
anybody has seriously come forward to substantiate it. 

63. None at all. 
(e) SaleB 

92. The deflationist policy of the Government is probably the direct cause of the 
falling prices, and losses sustained by the dealers In piece.goods. These" have curtailed 
their credit, and their holdiog power, and so 'the burden of carrying large stocks has 
passed on to the manufacturers. This has no doubt ' accentuated the depression. 

SECTION VII 
8ugg&.tions as to remedial metJ8ur/l8 

(a) Suggestious put forward by the Bombay Millowners' Association 
96. If the 'J,'arifl Board decides that the textile industry needs" protection, iii' can be 

given directly. Exemption of machinery and mill·stores from certain duties would 
hardly afford any appreciable protection, but surely cause complications in other 
directions which might not be worth while. 

I am not competent to answer the second part of the question. 
98. The Town Duty should be abolished as early as feasible. The principle on which 

the Town Duty was imposed is absolutely indefensible and must be unequivocally 
condemned in the interests of the cotton grower and the City of Bombay, as is now 
being perceived even by the local Government. The question "of abolition of the 
duty is one of Provincial Finance, and I wonder whether the Tariff Board wish to go 
into it. 

Pnmarily the benefit of its abolition would accrue to the cotton grower. The mill 
industry may also gain by the abolition of the Town Duty. Already handling charges in 
Bombay are so high, that a part of the trade is being directed to competing ports like 
Karachi and Tuticorin. If the Town Duty were abolished more cotton would find its 
way to Bombay, and so afford the mills a wicier range of selection. 

99. A general reduction in freight would no doubt help the industry. 
100. This is hardly a feasible proposition. I am against discrimination in the matter 

"of railway freights as it is bound to lead to enormous complications. 
101. I am in favour of the suggestion. Particularly where the steamship line is a.. 

monopoly of one particular company, and where that company is supportect by the 
Government mail contract, it is the duty of the Government to negotiate with 
such a company and obtain the best possible facilities and concessions for Indian 
industries. • 

102. Wherever there is a reasonable outlet for Indian goods, the Government should 
appoint Trade Commissioners to asaist Indian trade and industries. These Trade 
Commissioners can be attached to the British Embassy at small additional expense and 
should be Indians. . 

103. This is the kind of question which the Trade Commissioners should attend to. 
Something might be done by the, millowners ,themselves by concerted action, e.g., by 
sendiog representatives to foreign mar~e~. • ' 

106. No doubt the imposition of a protective duty would result in a temporary 
increase in the price of yarn and cloth. . Owing to the fact that one kind of cloth can be 
substituted for another, the rise of price would affect all yarn and cloth. I believe that 
the rise in pliice would be temporary. because ultimately the. internal competition of 
the Indian mills, and increasing efficiency resulting therefrom; would lower costs of 
production and selling prices. To a cert,.m extent this rise of price would increase the 
cost of buying of the middle and lower classes but the increase in the ClOst of living 
would not be large enough to cause material hardship to the consumers. 

107. The displacement of foreign yarn and cloth would not be possible without a 
rise in the p~ce to the Indian consumer. 



lOS. Yes! T~oughout the country. 
109. This again is a question for the TariJI Board to consider and decide. No doubt 

they would be guided by the principle of balance of advantages. No C.OUlltry can impose 
protection on imports without entailing some sacrifice on the part of the consumer. But 
the immediate and temporary sacrifice is willingly made in order to support a national 
industry even in a country like the United States of America, because the advantages 

_.of an indigpnoUB industry are manifold and far-reaching. If, therefore, it is proved that 
the Indian industry neede protection, to compete against countrie. which have peculiar 
advantages like a-depreciated exchange or sweated labour-then protection should be 
granted"even if it entails some sacrifice on the part of the consumer. It must also n.ot be 
overlooked that no man is out and out a consumer or a producer, and what a man may 
have to sacrifice in his aspect of a consumer, he may regain in his role as a producer. 
It is common knowledge that the prosperity aCcruing to an industry like the mill 
industry would be diffused far and wide. 

1I0; Ill. The millowners have given the figures showing the consumption of cloth 
since the imposition of an import duty of 11 per cent. on it. 

However so many factors enter into the consumption of an article and ite price, that 
it is impossible to isolate one cause, and trace its separate effects. . 

ll2. It is generally recognised that if the home mllol'ket is assured to an industry, it 
can strengthen its position so much as to look after the export markets, much better 
(e.g., Germany, Japan and the United States of America). -

-115. I support the proposal in principle. In estimating the protection necessary .for 
the steel industry, the 'Tariff Board have taken into account the amount necessary for 
dep~iation. 

(b) Other suggestions 
1I6. I strongly object to an" export duty on cotton as such a duty would entirely 

come out of the pocket of the Indian cotton grower, and so reduce his income, and 
ultimately affect the a.rea under cotton. It would also reduce the price of the entire 
cotton crop in India, while it would' not affect the price of Indian cotton in over-seas 
markets, 8S this price would be regulated by _the price of American cotton. -

lIS. Banking facilities available to the industry will automatically increase as soon 
as the industry is placed on a sounder footing by a policy of protection or any other 
means. - _ ,_ 

Increased facilities would also follow automatically if Government were to give up 
their policy of rigging up the exchange by a poliey of deflation. 

In a normal money market it may be possible to introduce a system of negotiable 
ware-house receipts on which banks might be ~g to advance up to 90 per !lent. of 
the market price of the goods, at say 1 to 2 per cent. over bank rate. 

119. Please see reply to Question II. 
124. The effects JIlust have been felt, but the beneficial effects have been more than 

Bet off by the increasing intensity of f~reign com petition, _ and other depressing' 
factors. 
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SIB PURSHOTAMDAS THAKURDAS, Xi., CJ.E., M.B.E. 

Oral Evidence rewrded at Bombay on 20lh Oclober, 1926 

SECTION I 
General 

Preaidenl.-I notice that you are, almost the first witness who has come before uo, 
Sir Purshotamdas, who attributes the depressi'ln in the cotton textile industry in 1I!dia 
primarily to the operation of world factors. 

A. I have not folloWE>d the evidence of gentlemen who came before me but if it· is as 
you say, I am quite prepared t~ explain what I had in mind when I said that. 

Q. We should be very glad if you erJarged on that point. 
A. By world factors, I mean that the demand for manufactur"d articl"s in the l'orld 

Bince the armistice has been going down and India must share that depression due to this 
circumstance in common with the rest of the world. Doring tbe war period these were 
expanded without any consideration of the ordinary requirements of the world I'nd the 
result is only natural. I suppose this must have happened in the past when warS:
perhaps not as big as the present onl~-took place and in due proportion. That is wbat I 
particularly had in mind when .tsting that the depression Wail due to world factors. 
Tilen the f...,t of RUJIIlia being more or less outside the reach of the civilised -world 
for so many years, the ourrencies of France, Germany, B"lgium having been depreciated, 
all the.. ... most ill one respect or anothe. contribute to the common depression which we 
see developing sinoe 1920·21. 

Q, There is another factor to which, I am inclined to think insufficient attention 
has been paid and that is the Chinese trouble. Would Y(lU agree with those who think 
that. had it not been for that, the Japane .... would have paid far Ie"" attention to the Indian 
market within the last few years than they have done Y 

A. I would not agree with them without further information. l.Iy impression is that 
Japan widheo to expand as rapidly as possible and E>ven thoogh things had been normal 
in China, I feel that Japan might have gone on adding to her mauhine.y because Japan 
is really, and, justifiably from her. point of view, aiming at the first place in these 
matters. I do not know to what extent China can be said to be a live factor in this. I 
agree that it should be mentioned but I am not prepared to say that it has. the Same 
importance as these other factor~ which I have mentioned. 

Q. An argument pill; before WI has been that if the depression in India were primarily 
due to world factors, those would have affected ,Japan equallY, but that that does not 
appear to be the case. . 

A. Has it not been the case? Has not Japan pa.'!Sed tbwugh a crisis herself! What 
has hal'pened is that Japan was a.ble to pay more attention to the erisis which had its 
own limitations owing to the Government policy of what .may be ca.lled paternal care 
for the nation. -Here it has been quite the reverse, if I may say so. Japan I think 
started with a depression earlier than India. I know that the depression in Japan was' 
00 bad that a few of the Japanese firms working here had to close down. 

Q. Your view is that the depression in Japan came earlier and lasted a very much 
shorter time than it has done in India! 

A. Yes and the JapaneSe Government took very stringent measures to check that 
depr_ion. I do !lot remember the year ....... . 

Mr.Subba Ruo.-The beginning of 1920 or the end of 1919. 
A. I am not clear a.bout the year. I think it is 1922 or 1923. 

Q. Which depression are you thinking of ? 
A. I am not thinking of the earth'Joake. That was a freak of Nature. I think 

it w .... after my return from>England in 1921 that Japan had her depression-th~t 
is 19~2. I am not (Iuite clear. " 

Q. It is about 1920 ? . ., 
A. If it interests the Board, I will be able to Send the exact date, because I have a· 

record about it. . 

President.-Thank you, Sir Porshotamdas. We next come to this very ·difficult 
q ue.nion of exchange. _ As I warned the Millowners' Association at the outset, we are 
not a Currency Committee and we can neither review the Correnay Commission's Report 
nor dispute its conclusions. But the point I should like your opinion on is whether 
you (lonsider that the principal way in which the la. 6d. rupee hits the mill industry is in 
regard to wages. 
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A. No; I would not 'call that the principal one. The principal one is that it hsa 

undermined and continues to undermine the buying power of the customers of the mills 
in India. That is the main one. What you mention, I would put a.s the second if 
you like. What I mention is the main one and the most vioious one. ' 

Q. That of course is rather beyond our scope. 
A. That iB for you to decide, Sir, and not for me. 
Q. You have not· "in your memorandum paid the sa.me attention to Japanese 

competition a.s a fa.otor in the depres.~ion as most of the other witnaqses have done. 
A. If I have not done that, it is owing to two reasons. First because I am not very 

c~mversan~ with the points on which t~e Japanese competition comes in and not being 
either a pIece-goods merohant or a mlliowner I can naturally speak about it only 
from reports; and I am sure you have had bef«:lre you first hand information from 
people who are directly concerned in these. 

Q. I do not know whether you would wish to say anything funher about this elIect 
of the 18. 6d. exchange on the purchasing power of the ryot. 

A. I have referred to this in my statement and I would repeat it here. I think that 
the greatest harm has been done by the efforts of the Government in raising exchange 
to Is. 6d. and to maintain it at lB. 6d. in an artificial manner. It is playing havoc with 
the purchasing power of the oultivator which is naturally being reflected on the mills in 
India. I am quite prepared to answer any question which you may choose to put. 

Q. I will leave that to Mr. Subba Rllo for the present. "I would like to go iuto this 
question of wages in the Bombay mill industry with you to some extent, Sir Purshotam
das. In your Minute of Disstlnt, paragraph 105, you say • It is not contended that the 
exchange should be fixed at lB. 4<1. to help them (The Bombay Millowners) over what some 
regard as an extravagant increMe given by them '-in wages. As far as we are con-
cerned, is that not their contention! . 

A. You mean it is t·he contention of the Bombay Millowners ! 
Q. Yes. 
A. I have heard it for the first time. I had not heard that that wa.s their contention 

whell I penned this Minute of Dissent and only now you have mentioned it to me. It 
may he that I W&ll not in full touoh. I did not know that they wanted a lower exchange 
to help them OVE'.r the higher WagAS which they have to pay to their mill hands. . 

Q. It comes to this. One of the ways of meeting competition and the most obvious" 
way is by a reduction in wages which are much the largest single item in the cost of 
production and therefore if you ask for protection in order to meet competition, does not 
that amount to a request thl/-t you should be given help in order to avoid a reduction in 
wages! 

A. No. It'may be one of the reasons of their asking for help. But I do not think 
that they are necessarily asking it with that motive. At any rate I did not recommend 
ls."-4d. on that oonstructio .. at all. Nor would I support anybody who did it wit.h that 
motive, that their wages which cannot be put down in a direct manner should be reduced 
in this way. I know capital is made by people who want to have propoganda against 
lB. 4d. by efforts to put up labour on this score. I think it i~ perfectly wrong. I won't 
put it stronger than this here. It is unjustified. It may be one of the results.. What 
does it maUer! The whole question is what is best in the interests of everybody in the 
country. If in attaining that object in the best interests of the cou;ntry you do happen 
to give this benefit to a certain industry, that does not necessarily mean that you are 
going to 18. 4<1. for the purpose of helping them. :r. may be one of the results of what 

. you do. But it is quite different from the other one. 
Q. How'far have you examined the question of adjustment of wages and prices or 

rather adjustment of wages to the cost of living in Bombay, Sir Purshotamdas ? 
A. In Bombay or all over India. 
Q. I am thinking of the mill industry in Bombay at the moment. 
A. As far as the mill industry in Bombay is ooncerned, ~ say something in paragraph 

102 of my Minute of Dissent, page 131 •• Regarding the Cotton Mills in Bombay, we have, 
unfortunately no figures showing the inoreases given after 1914 and before 1921, when the 
full increase of 131 per cent. was given. I am not sure that the beginning of the inorease 
in the wage of the cotton mill operative was not made before 1921.. As,however, no 
figures for 1919 and 1920 are available, I am unable to give any definite comparison.' 
The Currency Commission did not have figures to enable me to go further into the exami-
nation of'the question. , 

l;l. The figures mentioned by the Currency Commission in their Report seem 
somewhat inoonsistent with the ones we have and also with the ones they had. In 
paragraph 193 they say • The chairman of t.he Bombay Millowners' Assooiation told us 
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that the present index figure 01 wages of mill·hands is 231 (as compared'with 100 in 1914) 
and that attempts to reduce wages have been frustrated by strikes. This. too. in spite of 
the fact that the Bombay index numbers of wholesale prices. retail food prices. and cost 
of living are only 150. 150. and 153. respectively'. Agaiu you will see iIi page 358 of the 
Second Volume of Evidence that according to Sir B"",il Blackett's figureS. the wages 
index number for 1925 W&8 187 &8 again~t 231 given by the Millowners in their evidence. 

A. That is without bonus. 

Q. The Millown .... s· figure is without bonui! too. 
,A. I am not sure. Can you look up Sir Victor Sassoon's statement on that' 

Mr. Malomg.-May I explain that. The figure 231 is the index number of wage rates. 
Dot the index number of wage.~ and that W&8 made clear before the Cun'Cncy Commission. 
There W&8 the consideration of reduction in hours. 

Q. 231 takes into consideration reductio~ in hours , 

Mr. MaZoneg.-Yes. 

Q. That makes 16 per cent. difference &ny way. apart from any other' consideration. 

Mr. MaZor/eg.-Considerably more than that. 

Q. The further disparity is ~ith real wages. If the nominal wages index number was 
187 and the cest of living index number 152. neither I nor any of my colleagues has been 
able to work ont how the real wages index figure can be 168. 

A. That is Sir B&8il Blackett's Table. Is it not' I do not think even'Mr. Maloney 
will help you on that. I am afraid I have not got the record with me. ' 

Q. I believe Sir Basil Blackett got his figures from the Labour Office. ,We will go into 
that when Mr. Gennings comes up. 'l'h .. point really is. Sir Purshotamdas. how far 
do yon consider reduction in wages justified, assuming the lR. 6d. rupee as a permanency. 

- in ordeJ.' to remove the disparity between the cost of living figures and the wage~ figures' 
A. Do I understand your question to mean how far any reduction in wages is justified 

assuming Is. 6d. &8 being the statutory ratio! You mean by 'justified'. 'called for '! 

Q. Yes. 
A. Yed. It may be very muoh called for in view of the highe!' gold value of the rupee. 

But the question is to what extent is it practicable? Perhaps you may remzmber. &8 I 
say here. in India when wages are once put up especiall! with laboUIing classes. it is very 
difficult to bring them down. 'Personally I feel that it would be extraordillarily dfficult 
for the millowners to bring down the wages without serious lock.outs and trouble and 
bitterness between the employer and the employ:.e. I have not been able to understand' 
my colleagues on the Currency Commission who lias the experience before their own 
eyes two months before the report was signed. of the struggle between Labour and Capital 
in England, recommending something which would expose India to the same risk. 
I say that in my Minute of Dissent and am only repeating what I have said there. 
I have not be,Em able to understand how these gentlemen could overlook what they had 
themaelves been spectators of two months before. In the special conditions of India 
owing to want of organisation alllong labour. the problem is much more difficult than in 
England. If there is one thing which is dictated by the best interests of India. it is that 
Labour and Capital be not brought into clash as far as possible. If you-stabilise the 
rupee at lB. lid •• you are hastening the clash. - ' , 

Q. Has there been any alteration or adjustment in wageA outside the textile industry r 
A. Very little that I have known of or heard of, 

Q. Would you consider then. Sir Purshotamdas. that protecti~n which is the remedy 
put forward by the Bombay Millowners' Association for this state of affairs is justified 
in order to maintain what I gather you yourself would H.dmit is an uneconomic rates'of 
wages in Bombay' , -

A. I am not prepared to say that it is an uneconomic wage. I have not gone into it 
,at all. nor do I tbink I have said that. I have not examined the wage paid by the Bombay 
Millownel'!' and I am not prepared to say that it is ,uneconomic. 

Q. At any rate. if we. on investigation, find that the rate of wages is a.bove the rate 
which is justified by the increase in the cost of living--substantially above it. shall we eay?
then would yon agree that that rate would be an uneconomic rate' If the industry were 
in a prosperous condition. it would be an entirely diflerent matter. but admitting that 
the mill industl'Y is not in a prosperous condition and on the finding that wages had gone 
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up considerably more than the cost of Ihing, does not protection in those eircumstances 
become an expedient for maintaining an economio rate of wages , 

A. Before recommtlnding either protection or lowering of wal(es I would say, search 
if there is any third·ea.sier and a more natural method. That, Sir, is by giving up this 
artificiu.l exchange ratio. It is the easiest one, one dictated by the best interests of the 
country. Of course you say that you are Dot prepared to deal with that and I leave it 
at that. Why go to the second and t·hird best when you have the first be..t, which the 
Government ~re now. determined upon o~erlooking. There is no Ilxc!lAe for this step 
D·om any, pomt of VIew. - ~ 

Q. I t·hink that defines your position under that head plainly. 
A. It is unequivocal and I would not hedge that with any condition at all. / 
Q. In reply to Question 6, Sir Purshotamdas, you say' a further fall in the price 

of raw cotton would confer no benefit on the induqtry, if it wer('! accompanied by an 
equal fall in the price of yarn and piecegoods. But what about the stimulation in 
consumption which would be brought ahout by the fall in the price of yam and 
piecegoods ! . 

A. The stimulation in consumption would only come about if the ratefl available to the 
Indian cultivator leave him with a margin. At rates justified by to-day's outlook not 
only would thcr" be no margin but I think-this is wh&t I gather in Gujarat and other 
places-the cultivator selling his cotton may have to go home with a loss of Rs. 20 per 
bhar of kapas. Where then is the question of his sparing anything at all, for piecegoods 
except the moat neces~ary 1 A bhar of kapaa costs Re. 100 to Rs. 120 to grow in the 
Broach an.d Surat Districts. . 

Q. Would not that fall in the price of cotton have occurred whatever the exchange! 
A. No, that is the jok!' of the whole thing. I will give you an instance. Take the case 

of a firm offer for 220 bales of Bengal cotton from the continent at-4· 90d. per lb. c. i. f.
Now that, taking the expenses and commission and the rate of exchange at ls.6d. works 
out to R8. 192 per candy. The rate for F. G. Bengu.l-December.Jauuary delivery that 
day in Bombay WItS Rs. 222 per candy. That same rate 4·90d. at la.4d. would work 
out at Rs. 220. Tbat is the joke of the whole situation. You cannot get the Indian" 
grower higher sterling rate or gold rate in the world market because the rupee is appre
ciated interms'of gold. Whilst the Government of Indio. are absolutely unable to do 
that-andnaturu.lly,they cannot bave superhuman· powers-they bave.reduced and 
insi~t on artificiu.lly reducing the return to the Indian cultivator in rupees by 
121 per cent. 

Q. The recent fall in the price of cotton is due to the large crop in America, and it 
would have oome anyway. 

A. Exactly, but with Is. 411. excbange you would have got 12! per cent. more rUI'ees. 
That is all the difference, and it is hitting the ryot's buying power. As I said at the 
outset where there is a common fu.ll in world prICes India must share it. But the 
question is, you are not justified in curtailing it still more in rupees by an artificiu.l 
currency policy. . 

Mr. Subba'Rao.-1 have a few questions to ask you about the influence of the exchange 
rate on the cotton indllHtry. I do not think so far as the general principles are concerned 
we shall differ. It is only about the actuu.l facts. I suppose you will admit if the 
adjustment is complete nobody will be a loser and I am .p~~red to admit ~at when 
adjustment is not complete somebody loses. So, u.s I saId It IS only a questIOn of the 
changes that bave actuu.lly taken place. Now, the cotton industry, I take it, will be 
.u.fieoted by a lB. Oli. rupee in two ways. In the first place while the prices of the output 

, may fall the oosts may not fu.ll correspondiugly ! 
A. You mean the price of the output may be reduced? 

Q. Y~, quite'so. In sympathy with import prices, I take it that the prices at which 
Indian mill products can b~ sold are bound to fu.ll. 

A May I just ask a question to make things clear! You are now taking the period 
of u"on_adjustment or the period after adjustment! 

Q When the process is going on. 
A: That means the period of non-adjustment. 
Q I want to know at what, ~oint there is actuu.l trouble. Whlln t·h!' proceS!! is 
oi~g on there would be laok of harmony between the return that the producer gets and 

g ". . his" outgomgs I 

.. A. Lack of harmony between the return that the producer gets BUd ...•... 

Q And his outgoings. ' 
A: His expense of growing the crop' 
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Q. J am not speaking of the ootton crop. I am speaking of the millowner. 'I want 
to examine with your ht'lp the present position of the cotton mill industry as affected by 
the lB. 64. rate. Whon the adjnstments are complete I do'not suppose we shall disagree 
that prices will be more or less at the new level, and so will costs be. 

A. That is an economic axiom I am ·told. 
Q. The only question is what has been happening ill: recent months ••••••.• 
A. Or. years ratber. . ' 
Q. Yes •• Has there been, for example, on the one"!lide a fall iii cosb corresponding 

to the fall in f.he price of cotton goods !, ' 
A. You see the cost of produotion oonsists of mainly three items-cost of raw 

ootton, labour and the oost of stores required. The cost Df raw cotton has, of course, 
as you know, ,Huotuated. Cotton has gone up and down aud is now sinking.. So, it would 
all depend on what particular period you take. I mean that changes will follow with 
the alterations in the cotton market. 

Q. Apart from that, so far as exchange is concerned! 
A. Tbat would depresS prices, yes. And then, the I1ext is wages. 
Q. Stores? -
A. Well, wages and stores. In wages I have not heard of reduction anywhere. 

Whilst the return on the price of piccegoods or yarn as the case may he has gone down 
wages have kept steady. 

Q. -rhe other items having gone down' , 
A. I was coming to that. Your point is that the stores required have been ava.ilablE! 

at a reduction of 12* per cent. But I am not aware that the cost of stores has gon .. down 
in proportion. -
• Q. But they have gone down f 

A. I am' not aware of it, but if you tell me that they have I will take it as being so. 
Q. You yourself gave in the examination of one of the witnesses the estimate of the 

itema.that had gone down at 67 per cent.' ' 
A. I did not ~ive i~. I think I put i.t i';l the Curren~y Commission to the rel'resentative 

of the Ahmedabad MIUowners' AsSOCIatIOn, and I thmk'the figure WaR named by Mr. J.A. 
Wadia, a witness who bad appeared before us the previous day. It is 1I0t my figure., I 
may be mixing up the names but if you read the previous two witnesses you will find 
that I gave that figure from some witness, probably 1111'. J. A. Wadia. The cost of cotton 
has fluctuated according to the cotton market. The cost of wages has kept steady and 
if there has been non·adjustment anywhere it is undoubtedly in wages. 'The cost in 
stores aocording to exchange has certainly gone down by 121 per cent. or at whatever 

, point yon take the exchange rate ruling. 
Q. Therefore a oonsiderable part of the cost has responded to the change in the rate 

of exchange while a certain part remains unchanged.' In that case there would not be a. 
handicap to the industry of 12l per cent.-it must be a lower figure in any case. 

A. But the main trouble of thtl industry is that the chief customer is baing ruined. 

Q. I will come to that. 
A. I only wanted to mention it. 
Q. Taking the disparity between prices and costs, the costs have certainly responded 

to the rise in exchange to a certain extent except so f/i.r as wages are concerned. 
A. What is the proportion that has wn given to you as being the cost of the stores 

in the outtum of yam or piecegoods. It is very small ? 

Q. 6'7 per cent. ' 
A. Take 1QO as being the total cost. I think cotton represents roughly speaking 60, 

and stores 6. The rest is stable. You have varying fluctuations in 60, not necessarily 
downwards, Mr. Subba Rao. You have a certain depression in 5 per cent. You see how ' 
small it is. .. ' 

Q. It is small possibly but the view has been put forward by the millowners' represent
ative that with the taking away of the excise duty all the difference bet.ween the 18. 6d~· 
and the lB. 4<1. rates has been wiped off. . 

A. Have they put forward that view! or 
Q. Yes. Here is what he says :_IC At the present momen.t theexoisehasbeenremoved 

and therefore it should obviously appear to be a distinct advantage to the mill indust.ry, 
not necl\ssarily from the point of view that they are going to make more but that they 
oan sell at a iowor price hv its removal. I have worked out the difference between the 
present la. 6d. rate and Is: 4<1. rate as a very little loss than the excise. So, to-day with 
the excise removed. all we are getting is, I think, .,'03 per oent. advantage over what'we 
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would have had if the excise had been left on and we had our lB. 44. gold as we had 
last year." 

A. May I ask whose statement it is , 
Q. Sir Victor Sassoon's evidence. . 
'A. All that I will say is that I am not able to follow this, but I have rough notes in my 

offioe that I muat have made when Sir Viotor was being examined. I do not know
but perhaps by looking at those rough notes I may be able to say what it is that made 
me pass over this. I find it diffioult to recall at the moment. All that I am concerned 
with is how it escaped me when he was being examined. But excise was as you know 
31 per cent. and between lB. 4d. and lB. 6d. the difference is 121 per llent. 

Q •. But when you get reduot.ion on two-thirds of the outlay the net balance might be 
about 4 per oelolt. on the entire expenditure. That is how he has worked it out I think. 
4 per oent.-is the balance left over and then 4 min'U8 31- That may be the calculation. 

A. I could not tell you. I am not prepared to accept this as correct for tbe conditions 
prevailing to-day. That is all I can tell you at the moment. I would suggest you to 
get it olear by discussing this with Sir Victor Snssoon. 

Q. SO, we shall leave it at that. In any case you are not oonvinced that there has 
been any corresponding reduction in the cost of produotion of mill products to compensate 
for a fall in the price of the output! 

A. Yes. 
Q. The second point is the effect on the best customer of the cotton produots, and there 

your position is that with exchange at is. 6d. in order that the oultivator should get th 
same number of rnpees, there should be no fall at all in sterling prioes. And your 
point is that these prices have been falling all round. , 

A. The question is: Can any Government ensure that there should be no fall at all 
in sterling, or &8 I would preferabJy put it, gold prices! That being outside the power of 
the most powerful Government, there starts the danger of trying to change the standard 
of ratio of a oountry, and we now have seen in practice actual proof of the dau"aer. 

Q. You can retain them. But if the rate has been fixed on the basis of a variation in 
price or certain relation between the home and foreign prices ••.••• _. 

A. The question is: Was it overlooked when the ratio of lB.6d. was tried to be 
worked up to, that gold prices may change or rather fall 2 

Q. When you fix lB. 6d. as the exchange or allY other rate is it suggested there never 
will be any faIl in foreign prioes wh@n once you get the two prices linked up t 

A. I never suggested it and am asking whether the Government of India and the 
Finance Department had in mind some thing of the suggestion whioh you now make to me. 
Gold prices of any commodity are beyond the oontrol of any Government, except perhaps 
of Amerioa to a oertain extenllately which has the largest quantity of gold by way of 
resources, and in the oase of certain articles grows the largest quantity of raw produce in 
the world suoh &8 cotton. A poor oountry like India has to follow in the wake of this 
important cotton-growing country or wheat-growing country as the case may be. 

Q. Irrespective of the rate of exohange 2 
A. I am now talking of gold prices. I am not talking of rupee prices_ The gold prioe 

is a thing over which nobody has any control and it is guided and ssttled by demand and 
supply all over the world. That is a fixed point at any given time. Nobody can improve 
upon it. The question then is of conversion of gold prices into your rupee prices. Until 
we get the gold standard and have not a token coin as a standard ooin but a full gold 
coin, until that day (lomes the whole question for the ryots of India is at what point you 
convert the gold prioe into the rupee price and the higher you fix the exohange, the lower 
thereby being the return in rupees of the gold price to the Indian cultivator, the more . 
miserable is the condition of the grower here. 

Q. Assuming that the rllpee he gets now is buying the samo amount as before! . 
A. You are now assuming complete adjustment 2 . 
Q. I am assuming a process of adjustment. 
A. Excu!le me, but are you assuming a oomplete adjustment or a period of non· 

adjustment Y 
Q. What would you like to take first t _ 
.4.. I am here as a witness and I am prepared to argue out both. 
Q. Let us take now the period of complete adjustment. 
A. Well, at oomplete adjustment there is no Ilomplaint. There should be no oomplaint. 
Q. And therelore any complaint now must be due to the faut that there is no 

adjust,ment or that there is only partial adjustment Y 
A. Yes, it is the period of non-adjustment and mMadi~s~~~n~ ,wll\c~~ver rou likl! 

to put, that gives rise to all these C)Qmplaints. 
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Q •• Tos$ now yon believe that the adjustment is not complete 
A. Very very far from complete. 
Q. That is as regards the cultivator t 
A. As regards most things in India. 
Q. What would you say is the amount of adjustment! 
A. I say that the adjustment has been very smaIl. ' 
Q. You did not give any figure in your report. _ 
A. Because no expert either in. India or in Ellrope could give a figure, not even the 

Finance Department of the Government of India who are making out a case for Is. 6a. 
How would you expect me to give a figure' I know why they could not give a fi!rure 
not even a figure which would support them. . 9 

Q. It comes to this that the cotton industry stands to suffer during the period of 
adjustment whioh you say is not complete now. Depending upon the figures given by 
the Millowners which you may not accept but at leaSt which we are prepared to take 
as a working hypothesis it is not because costs have not heen adequately compensated but 
because the purchasing power of the culti~ator has not been completely adjusted to the 
new level. ' 

A. That is the sum total. May I suggest a question. Perhaps you would like to 
consider what period it would take for adjustment. 

Q. Yes. I was about to ask you the question myself. 
A. Personally I feel that the period of adjustment will take long in commg. 
Pruidell'.-You put it down at 20 years , 
A. Very long. 
Mr. Suhba Rao.-You say the rost of the generation in your report. . . 
A: Yes,· I ~ought you would like to examine me on that and complete phat exchange 

8ubJect. . . 

Pre,itlelll.-Yes, we would like to do so. In reply to Question 3 you say" Assuming 
f,hat it would take Rome ten years for such an adjustment, it is not improbable that the 
harm done to the Indian industry would last for.a further decade." I would like you tQ 
explain why you think that the harm does not cease with the adjustment? 

A. The question is then at what point the adjustment takes place. As the Commission 
themselves admit, there has been no reduction in wages in many of the industries'in 
India leaving aside the cotton industry. That has still to come. Then the diffiQulty 
of bringing about a reduction in wages as ha.ve mentioned is great. Every labour union 
and every labour leader has got to realize that Government have chosen to increase 
the gold value ot the rupee, and that is the difficulty I am looking forwa,rd to. As a 
matter of fact there was a strike very lately in the Kohinoor mills where some went out 
saying that their wages were too low. So the adjustment of wages to lB. Ga. I do not 
look forward to at all, and I feel confident that after making a mess of the thing Govern
ment will have to give way. Let us have a few strikes and then Government will have 
to say it is in the interests of India that we settle down to the right thing. 

Q. That does not explain the period of 20 years, Sir Purushoj;amdas f 
, A. No, that explains the period of ten years in the first instance. 
Q. Once you get your adjustment what handica}J is there for another ten years ! 
A. That is the after-effect. I say, assuming that it would take some ten years for sucb 

an adjustment, it is not improbable that the harm done j;o the Indian industry would last 
for a. further decad... This is explainpd in my subsequent reply. What is dOlle in the 
meantime is that the Government of India compels the Indian industry to reduce its 
production and thsrehy our competitors get hold of the markats which we have done 
so much to develop. The Japanese get in, Lancashircl gets in, Italy gets in, and'when the' 
Indian industry is at the happy point of complete adjustment then they have got to 
look out forfresh fields and pastures new. Ten years is a very modest figure, Sir. 

o Mr. Suhba Rao.·-Whatever be the period of adjustment, would you support this view 
of Sir Henry Lawrence whioh was put before the Currenoy Commission "When the 
high nlpee is stable the costs will fall and the industry will compete in a fair field. In 
the interval the industry has a claim to protection. India has adopted the prinoiple of 
discriminate protection. This principle has not yet .been applied to a case of rising 
exchange and it i8 doubtful whether the need for this discrimination has is yet been 
recognised in India." Would you care to say anything about that' Do you think any. 
kind of help is called for as against a rising exchange t It has not been gi ven so far as 
I know till now, but only in oases of the depreoiated exchanges of otber countries. 

A. Yes, it would amount to recommending artificial protection for an artifioial aotion 
whicil ~ fl,voi<fablcl, ¥Oll can go O)J multiplying this as often as you like. Instead of 
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setting a thing right in the most natural manner you persist in rdttirriing the unnatural 
measure, and then you devise something artificial to prevent the bad effect,s of that. 
It is all a vicious circle from which the country, I think, ought to get out. 

President.-Your argument would be, I take it, that the grant of protection on the 
ground of a 18. 6d. rupee would be an admission that the 18. 6d. rupee is wrong 7 
- A. Absolutely 80. We are feeling the effeota of that in day to day life. In this 
oonnection I think my reply to Question 27-the third paragraph-is clear. It is this :_ 
" It is not improbable that during the so·called period of adjustment the Indian industry 
would lose its channels of trade, both afhome and abroad, and give up its position of 
advantage to competing countries who would during the periQQ. of stress and strain for 
the Indian industry, ent,rench themselves firmly on the ground lost by the Indian industry 
eo much so that the Indian industry woul!I find it practically impossible to dislodge its 
competitors from their position, even after the adjustment of Indian conditions to the 
new rate of exchange had taken,place. It is in view of these consideratioDs that I emph .... 
tically assert that the effect of raising Indian exchange to Is. 6d. would be practically 
permanent" would last atleast so long as we might reasonably look forward to· day • 

Mr. Bubba 'Rao.-That is to say if the safeguards were not adopted f 
A. Which safeguards? 
Q. Suppose somebody took into his head to give protection. You are assuming free 

imports of foreign goods during the period of the rise of exchange. Supposing that we 
prevent that, then the effect you contemplate might not take place at all! -

A. You say that on other considerations, that is, if Is. 6d. was considered to be desirable 
and you are prepared to give protection to the cotton industry during the period of 
non.adjustment, then this may-not happen? 

Q. Quite so. 
A. And if this did not happen, your point is that 18. 6d. would be justified'Y 
Q. Not justified. I am only saying that the industry might not suffer. 
A. Yes, in that l'ase I would like to add this" not half·hearted protection which 

has been the case tiU now, but whole·hearted protection;. ~ ...... 
Q. It is a matter of degree? 
A. It is a very important point. Either give protection which wiU completely give 

the necessary protection and thus encourage the industry to expansion or don't givlj 
anyt,hing at all. 

Pre8it1en!.-what do you call half·hearted 'protection Y 
A. Half·hearted protect-ion like that which is given to the Tata Iron & Steel Co. 
Mr. Subba Rao.-You call that half·hearted protection Y 
A. Absolutely half·hemed. It has been absolutely of no use. 
Q. Is not the plight of the Indian steel industry due to the depression all the 

world over Y 
A. But here you are protecting. It has been in vogue for five years and not a single 

new factory has been started. It is a most eloquent t.esti money of the half.hearted 
nature of the protection given. -

Q. I may also make other remarks I' but they won't be relevant. 
A. I do not understand you. 
Q. That may be due to other considerations. If you are talking of another industry 

there might be other oonsiderations why it haa not been paying. _ _ 
A. No. No other considerations. Let me say one point. I know the allegations 

made. One is the inefficient managament. ' 
Q. I don't say that. 
A. I am not saying that you say it, Mr. Subba Rao. But I am only slleaking of one 

of the allegations made. If it is dne to infficient manall:ement,,it is all the more reason 
why people who oonsider themselves more efficient8hoUld put up anew f!",torr at once. 
There is nothing in it, Mr. Subba Rao. I do not know what you have lD. mmd. But 
&8 80 Direotor of the Tata Iron & Steel Co., I am prepared to assert that If there are 
leakages in the management of the Iron & Steel Co., it is all the more enoouragement 
to others who may oonsider themselves more efficient to put up a new, steel 
oonoern. _ 

Q. I am making an entirely general remark and it has absolutely no .reference t.o,any 
kind of charges in the press or anywhere else. I merely stated a theoretICal propoSltlOn. 

A. I see. My point was that protection should be whole·hearted and such as woul4 
really help the industry. and Ilot 11011 eye.'IV~ &,II b&'/! b\lO!l Pla911le oases. 
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Raja Ban Ki8M" Kaul.-You say, Sir Purshotamdas, cO while a mill whioh has slender 
reeouroes may not be able to withstand world competition. but may go to the wall, a 
mill with powerful resources or strong reserves at its back may be able to stand the strain, 
but not without aacrificing its reserves OLl'esources." Would you mind explaining that 
a little f You say C not without aacrificing its reserves or resources.' 

A. Certainly, not to pay dividends but to keep going. 
Q. To meet the losses' ' 
A. To meet the losses but nothing to do with dividends. We are now talking of times 

being bad. 'Ibis is in reply to Question 1 "here you ask C does it affect all mills in the 
same centre alike.' I say that all those mills which have strong reserves or resoorces 
may be able to carryon longer. But toven a depression lib this is bound to hit even 
good mills and other mills which have average resOW'Ce8 and reserves. The bad effects -
are relt by them a.lt;o. 

Q. What I want to know is this: You think the aacrifice of reserves or the sacrifice of 
~ources can help the mill to withstand the depression. I want to know in what manner. 

A. It will be able to finance itaeif and therefore is able to wait and carry on in the hope 
of better times coming. , 

Q. Without making any profits , 
A.Yes. ' 
Q. Sacrilicing its reserves , 
A. I know of a certain mill, Sir, which lost 7 lakhs last year. The mill had already a 

debt of about 18lakhs which now comes to 251akhs. The agent has got to go On financing 
and financing in the hope th,t better times would come. . 

Q. That is, working at a lOBI! t. " 
A. Owing to the depression mills work at a 1098 or on very small profits. There is 

nothing to lay &sid". . -
Q. I just want to know if you had anything particular in your mind when you said 

that. YOIl do not mean mortgaging any part of the mill or something like that? 
A. If necessary. it has to be done. I know of several mills which have been mortgaged 

recently.. ' 
Q. What percentage of profits do you consider reasonable? 
A. You mean for distribution to the shareholders t 
Q. Or profits before distribution or 'before allotting money for depreciation and so on. 
A. WhE\re a mill cannot mQ.ke enough to allot for df"preciation, I WOuld not say that 

that fuill is earning anything at all. It is wearing away its own machinery; After 
depreciation, I shollid have thought 6 per' cent. or 7 per cent. would be quite a good 
return for the present times. 

Q. Six or seven per cent. is quite reaSonable t 
A. At the present time they should be quite content with that. 
Q. Towards the end of your reply to Question ,3 you say the Meston Settlement also by 

depriving Bombay of its growing and natural sources of revenue has rendered necessary 
iuoreBsed local taxation. By' local taxation' do you mean the municipal taxation' 

A. Bombay Presidency taxation-provincial taxation. 
Q. How does that affect the mills Y 
A. The provincial taxation also affeots the mills •••• 
Pruwen'.-Is it a question of provincia.l taxation' , 
A. What the Raja Sahib has in mind is that the cotton duty of Re. 1 per bale is of course 

Bombay City taxation. Have not the Bombay Government put on something lately 7 
I do not think it would affect the mills prima lade. I think the Bombay Government 
pBSBed an Act lately to the effect that the stamp duty on tranafer of property in Bombay 
City should be 31 l'er cent. whereas all over the Presidency it is 2t per cent. Of course . 
it is not a thing which would affect the mills so intimately. 

, Raja Bar;' Ki8Mn Kaul.-I understand that you consider a discrepancy between 
wages and prices would be all. argument for fixing the exchange at Is. 44. t' You hold that 
the prices have not been adjusted to wages and that is an argument to show that th') 
adjust-ment to an exchange of lB. 6a. has not taken place? 

A. That is what I say. and ~t is becauSe there ha.s been no adjustment that I say that 
the effort should be; dropped. . 
Prui,knt.~ nat ~ne question I would like to ask you with reference to your reply to 

our Question 11, I was readmg ouly this morning in the Manchester Guardian Commercia.l 
Supplement organisation if the mill industry in Belgium has succeeded in bringing about 
a great imvrovement in the conditioll of the industr,r. I suppose your reVly will l}e 

JlO r42~~ 



18 

that Belgium was & small country. What is possible in Belgium would not be possible 
in India? . - . 

-A. My reply to that would be that the people of Belgium have a Government which 
looks after their exclusive interests. The people of India unfortunately have a Govern
ment which has to look after others interests besides the interests of the people. Thai; 
is my humble opinion. It may be wrong but the latest proof of it is the persistence of 
the Government in regard to this lB. 6d. ratio. 

Q. Leo.ving that out of questiOIl for the moment, is it quite impossible for the industry 
in India to help itself as it has done in Belgium ? 

A. But it has its own limitations. Every industry in every country including America 
wants Government assisto.nce. The monster crop that has been grown in America 
needed President Coolidge to come to its help to put three or four million bales in cold 
storage as it were. Are the people of America less self·reliant than anybody else in the 
world? Government has the resources of the tax-payer and how can you possibly consider. 
this problem leaving the Government on one side' I am afraid Government have to 
be brought in every time .. 

Q. We are dealing purely with this specific question, whether the millownerB by any 
organisation could help themselves at the present time. . 

A; I hl!.ve expressed my views in my reply to Question 11 and I would be quite prepared 
to say anything more in supplementing what. I have said there. 

Q. I take it you consider that the fact that the mill industry is so scattered outside 
Bombay and that the interests of the different centres are so different precludes any 
orgo.nisation which could standardise prices or fix hours, if short-time working were 
considered desirable: . 

A. I do not want to strike a note based on matters racial. But in centres like Cawnpore 
and Mo.dra.s, of course the millowners are Britishers and I do not know whether they &r(I 

interested in imports or not, but it would be difficult to get an all-India organisation. 
Why are the Bombay millowners run down and why is the Bombay merchant being run 
down' It is simply because they put forward th3 pro.Indian point of view, the point 
of view which strikes them as being in the best interests of India. 

Q. How do you mean being run down ! 
A. The Bombay millowners and merchants are the only people who are alleged to 

go to extreme. in point of views, e.g., in pleading for the extinction of the cotton-excise 
duty. We were then said to be .. vicious." When the thing came by our efforts, every
body shares it. We get the honour of beiug called all sorts of things and prejudices are 
being created that all this is for Bombay's interests. How do you expect alI·India to 
work with Bombay when the other Provinces are sought to be taught and prejudiced 
that Bombay is selfish and only puts forward what suits it! The reason is that in 
Bombay the industries are still in the hands of Indians. 

Q. If Cawnpore and Madras are left out of account. 
A. Then there is very little. 
Q. Do you think Bombay !,nd Ahmedabad wonld ever combine' 
A. I think so. They have combined in the past. 
Q. Do you mean that they have combined to fix the prices' 
A. They could. Again it is a matter on which other mills have a very substantial say 

and can substantially and effectively upset what Ahmedabad and Bombay may choose 
to do. After all Cawnpore is spinning and weaving and can undo the effect of what 
may be dpne here. Whether any effort has been made to get all these people together, 
I am not in a position to say definitely. 

Mr. 8ubba Rao.-I want to hal'e your opiuion' on one point. about the joint action for 
purchase. You say the agents of s~~ral mills are themselves commission agents who 
illlPort their requirements. That you suggest as a difficulty or obstacle in the way of 
oommon organisation' 

~ A. It is not an obstacle which cannot be got over. I was only putting on record what. 
. exists at present. It is not a thing which can be completely ignored. . 

Q. But don't you think it desirable in the interests of the industry itself that the 
funotions should be separate, that the managers of mills should not also be commission 
agents for the purchase of machinery, as a general principle if you want to have common 
organisation? . 

A. The t.hing cuts both ways. I know of a fir~ of lD:illowners. who being inte~d 
in machinery import have done extremely well m gettmg the right sort of machmery 
at perhaps t,he oheapest rates. It becomes objectionable ouly where advantage is taken 
Of tha~ position. -
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Q. Quite 10. Does not the oombination of such functions lend itself to possible abuses 
and would it not be better to have a common organis&tion where everybody can purchase 
,whether by open tender or any other way? ' 

A. I,think it "'ould be an ideal scheme; but I am not sure that it would be found 
equally feasible. • 

Q. Of course there is always a gap between what is ideal and what is possible. 
A. I do not know if you will find it very feasible. I am not aware but I merely waut 

to ask whether the jute mills in Calcutta have any organisation of tbis kind." 
Q. It il ourious why some countries have this organis&tion and I find itaJao in Japan.~ 

But they do not have organisations in Lancashire. So there seems to be some difficulty 
in the industry itself. 

A. There must be some special circumstan~'Hreach oountry. 

SECTIONTI 

N alure and u:lent of competition between imported goods and those oJ 
Indian manufacture 

Pruiden'.-There is only one q~estion I want to ask you with regard to Section TI. 
In your reply to Question 27, you say' these acoumulating stocks have ever since acted as 
a drug on the market and continued to act as a depressing factor to the Indian industry.' 
Have they got rid of them now? I quite admit that the effect is bound to last some time. 
But surely that particular factor has ceased to operate now! 

A. There again I must preface that I am not very intimate with it and you will notice. 
I start by saying , It has already been shown to the Tariff Board by previous witnesses.' 
Subject to this remark, I am afraid that the handicap with which India started hllB 
oontinued. The stocks specifically imported at that time may have been got rid of. 
But then the process has oontinued. Supposing they imported something at 28. lOa. 
or whatever the standard is and they got rid of that whole stock at 18. lIa. Then it 
went to la. 9a. and they started again. So having cut a loss, the merchant naturally 
wishes to make up for it by continuing that operation. Eventually perhaps he will 
reap his benefit. In t~e meantime it acts lIB a handicap. 

Q. But the actual market now appears to be very bare of stocks. 
A. I heard a report only a few days back that the merchants who import piece.goods 

from abroad find that there are fair amounts of stocks on their hand. 
Q. Poasibly in Bombay. It is not so upcountry. 
A. No, it may not be. ' 
/laja Han KisMn Kaul.-You say, Sir Purshotamdas, that' the importing houses for 

piece.goods into India are aJao I'specially well'looked after by the exchange banks.' 
A. Yes. 
Q. Don't the Indian banks afford similil.t:, facilities, for the purchase of the, lndiQ.n 

mill·made cloth? 
A. Not that I know of. 
Q. Why not Y 
A. I may say that I am a Director'of the Imperial Bank and at the moment I happen 

to be one of the Governors of the Imperial Bank as Vice·President of the Bomba;, 
Local Board. Therefore I can talk of all banks minus the Imperial Bank. Wha1 
Banks are you referring to when you say Indian banks! The other Indian banks arE 
the Bank of India, the c..ntral Bank, the Punjab National Bank and one important BanI! 
in the south, the Indian Bank in Madras. There are also other banks, but they are no1 
with lakhs of nlpees capital, lakhs of rupees reserve and 80 on. The work done by thesE 
banks in financing either the dealer in piece.goods or the mills is comparatively small. 

Q. What is the reason; Ia it because their means a.i-e limited, the money at theu 
disposal being very small , 

A. I would not say that in public examination. I do not think it would be right fOI 
me to say anything of that nature. 

Q. We want to know in what respects improvements can be effected in the financin! 
of thl' mills! 

A. By starting more private b,anks in India. 
Q. You' think there are not half enough banks now to take up the work' 
A. Half ! They are flot even 10 per cent. compared with the size of the country anI 

the requirements of the country. 
. Q. And do' you suggE¥lt there should be 80mI' backing to tllesEl ballk~ f 

A. Backing f " 

MO y4tl2-~~ 
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Q. For insta.nce in other countries in the world they ha.ve got the ba.cking of their 
Governments or some Central Ba.nks. . .. 

A. In reply to Question 30, I sa.y , In countrit's like England where the credit organi. 
sa.tion is more perfeot'-I do not sa.y tha.t Government there give much direct fa.cilit.v
'a.nd like Ja.pan where the Government is extremely keen to develop th .. ir export tra.de in 
ma.nufa.ctured goods,' a.nd there is not backing by a.ny bank there. It is the identifi· 
ca.tion of the Government w.ith the interests of the people in every respect-in the ma.tter 
of shipping a.nd so on. -

. Q. You a.dmit that there a.re better fa.cilities in the matter of credit! 
A. I mean, in the C&Be of shipping, it is not neoessa.rilycredit, but something else 

which the Government give them. In respect of the industry they give bettE'r fina.ncial 
fa.oilities. -

Q. Tha.t is wha.t I want your opinion ou. Would you suggest similar fa.cilities here ! 
You say in a. co1lI1t.ry 'like Japan where the Government is extremely kepn to develop 
their export tra.de in manufactured goods, it is but na.turaI that better fa.cilities in the 
ma.tter of oredit are enjoyed by the exporting houses.' Do you suggest a.nything on the 
sa.me lines here f . 

A. If we oa.n inspire the GovernmE'nt of India with the same keenness for India.n 
industril'8 &II the Japan Government ha.ve for Ja.pa.nese industries, we want nothing else. 
Tha.t ~ould he a golden da.y for India.. 

Q. You would merely inspire the Government of India with tha.t and nothing else Y 
A. Aotion also, of course. , 
Q. In what direotion !Io you suggest the a.ction ? 
A. Tha.t of course takes me on to this question of the Reserve Ba.nk. It h&B to come 

to tha.t, because that is the next question. 
Q. And in your peculiar position lWuma.y not like to say f 
A. I am not in a peculiar position. But I do not know if the Board wa.nts to be 

worried with that question. 
PreBitknt.-1 am not quite sure how a Reserve Bank comes intQ this question. 
A. It will come into this questiQn. . 

Q. In what way Y Will you explain very briefly Y 
A. My oolleagues on the Currenoy Commission have recommended the starting of a 

Reserve Bank and I ha.ve disa.gl'eed with them. I sa.y let the Imperial Ba.nk in its issue 
department be the Reserve Bank of the country. The question of the development of 
banking facilities a.nd of providing grea.ter fa.cilities for industries, commerCe a.nd a.gricul. 
ture is very much tied up with the Imperial Bank carrying on a.s it is and the reserve 

. part of the work being doue in the issue department separa.tely. In this connection I 
ma:v refer to paragraph 61 of my note of dissent hea.ded ' A Centra.l Ba.nk for India.' 
1 say • I·consider that such ourta.ilment of the commercial business of the Imperial Bank 
whioh might follow its conversion into a central bank would conduce to the growth of 
new banking institutions, started by priva.te enterprise !n India..' 

Mr. 8ubba Bao.'-You oontemplate a ourta.ilment of its oommercial funutionB! 
A. Yes. ' . 

Presidenl.-Which would lead to .wha.t! . 
A. Whioh would enooura.ge the growth of new ba.uking institutions in India. I hope 

I ma.de myself clear. 

Mr. 8ubba Bao.-Would you suggest that anything ma.y be done to give financial 
facilities to develop the export tra.de in Ind ia also, not a.t all speaking in your oa. paoity 
as a Governor of the Imperial Ba.nk' Speaking generally, what do you think is lacking 
now as regards banking faoilities for the promotion of India.'s export trade Y • 

A. I think the difficulty is more regarding the financing of stocks in India, and less of 
financing the .exports. . , 

Q •. If finanoe would take oare of stooks, you would not .worry a.bout export trade. 
It would look iI.ft<ll' itself , 

A. I ha.ve not heard that the export of Indian piece.goods or of ya.rn as the case ma.y be 
ha.s suffered.owing to want of finanoe. The main difficulty is a.bouttho inter1l.al fina.noe . 
for them a.s oompared in other oountries. . If that WI\S set right I think a good deal would 
be ga.ined. 

Q. But don't you think something is wanted to develop a.nd promote the export trade 
by itself, and not lea. ve it to the })1"'1 of ohance to give it a specific direction and a spurt 
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onwards " Something could be done in the way of the eXport credits soheme Buch as 
is operating in England , 

A. Well, a good dpal is wanted In that direction. I will name one with which I am at 
th .. moment in npgotiation. I am negotiating a freight contract on behalf of a certain 
association. '1 h .. rat<- whi.Jh iii suggestf.·d works out to something like Ii ve annas a piece. 
'IhL rate whi"h is bting paid to-day by our competitor in the market-for obvious 
1"1 &sons I do not want to give thr. name--~or a longer, alni08t three times long~r laad 
work out to abo·,t thrt:e annas. How are you going to get over it by a little financial 
facility' '1 her .. fore for thl' development of India's export trade' many mort' facilities 
are netlU!Sary. 

Q. Which would you consider most essential? . . 
A. I mean that there is such a difference in freigh~ in this particular case. 
Q. Would you then lay stress upon cheaper freight' . 
A. Cheaper transport I think would b3 very important. It would again depend upon 

the destination of the market. I do not think we can lay qown /!.ny set rule. Where 
transport. is ou thE' high side I think it would help materially. 

Q. Apart from that do you think some kind of export facilities would help the situation ? 
A. Well, I can only say generally, yes. I have not gone into it, nor have I heard .. that 

in particular places export facilities are necessary. I would not like to say more because 
I do not know. 

Q. The export trade is handicapped for various reasons. The Millowners have suggested 
that as export bounty might help the industry. . 

A. When that demand was made, was it not based on the appreciation of t4e cw:rency ? 
I remember having read ~omething about it. . 

Q. Only in one specifio oase. It is a general demand. 

SEOTION IV 

Mill Managemene 
Pre.sUlem.-We will now pass on to Seotion IV. Mill Management, Sir Pursho. 

tamdas. In your reply to Question 42, you speak of centres in India which flatter 
themselves on having a,better system of payments to agents, reverting to the sYl!tem of 
oomm~8ion on production. 'Which oentres are you referring to there? 

A. Caloutta. 
Q. You are referring to the j nte industry ? 
A. Yes. . 

Q. I see. I was wondering if the reference was to any of the centres of the (lottctn. 
industry ? . - . " . 

A. No, I was speaking of the jute industry. I have seen an instance in which thby 
are now returning to a system which it has been the fashion to run down in Bombay. I 
can give you a conorete instanoe and the terms. It is publil).property •• ; •• I. 

Q. If it is public property we would like to hear it. . . 
A. I got it as a sbareholder of the coucem-the Kelvin Jute Compa;ty. 
Q~ Who are the Managing Agents ?' . 
A. MessE, McLeod & Co. This is their first letter: ' Hitherto the Managing Agents 

have almost wholly depended upon commission on profits for their remuneration. The 
effeot of this is that when the profits are large the Managing Ag~nts benefit accordingly, 
but when the profits are low the Managing Agents get practically nothing, although at 
snch tiDIes their work is jUl!t as heavy and is also coupl~d with additional responsibility 
and anxiety. With a view to putting the Managing Agent's remuneration on a more 
satisfactory basis your Directors have agreed that as from th~ 1st day of July 1926 the 
Managing Agents' rate of commission on profits shaUbe reduct'd, but in addition to this 
commi'lSion they should receive a commission on sales.. The effect of this will be that on 
the basis of the years 1921-1925 and &!Isuming present pric~ for gunnies, the Managing 
Agents would actually have received less than they did under the old arrangement, but 
their remuneratiou will be more evenly distributed than itis at present, which is the whole. 
object of the alteration. Aocomfanying this letter is an abstract of the terms of the 
new Managing Agents' agreement, and they suggest a.s t~rms of commiqsionone per cent. 
on the gross proceeds of all sales made by the company, a oommission of 5 per cent. on the" 
net half yearly profit ofthe company ascertained in the same manner. and a staff commis-' 
sian of one per cent. on the net half yearly profits ascertained in.the sam~ manner • 

. Q. What is tl1ll staff oommission Y Would that mean a bonus ? 
A. I have not been able to get more information.. Then they met and the resolution' 

which was passed was ' that the Managing Agents' remuneration reznain as provided iII; 
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the agreement of , the i5th June 1920, subject to the following variation nameiy that if 
the commission of 11 per cent. on profits payable to the Managing Agents under such 
agreement in any half year be less than the sum of RiI. 25,000 the company shall pay to 
the Managing Agents the amount of such deficit so as to provide a minimum of Re. 25,000 
payable to the Managing Agents in each half year and that the supplemental agreement 
of the 20th day of August 1926 be cancelled and the new supplemental agreement be 
entered into to give effect to the above variation." It means that where the company 
makes a profit more or less the Agents will receive Rs. 50.000. 

Q. But this is the system in force in Bombay to a large extent. The agency a!n'eements 
provide for a minimum commission when the commission is on profits. " 

A. Exactly, that is why I say this. Whilst this criticism of the Bombay concerns is 
going round I saythat'people elsewhere same started coming to it. That is why I quoted 
this. 

Q. The Bombay system is now & commission on profits ,t 
A. But there are some who are not on commission basis and in Ahmedabad ..•.• 
Q. In Ahmedabad it is 31 per cent. on sales. 
A. And here it is one per cent. on the gross proceeds of sales made by the company 

a,n1 i' per cent,. on profits a.nd they have now improved upon it by taking a minimum of' 
Rs. 50,000 whetherit isa profit 01' loss, and this is ensured to them even if the mill is closed 
or is on strike. 

SEO'l'ION V 

M ill Management 

Q. You say the instances of over capitalisation are 80 few that the present depression 
could hardly be attoributeQ to itt 

A. Yes. Barring the milIa which were bought by people during the boom period at. 
prices like 60 and 70 lakbs and in one case at 1 t crore~, there are very few instances 
that I know of over capitalisation. 

Q. If you look at Appendix II to the Bombay Millownl'rs' Assooiation's reply you 
will notice that in 1920 the paid up capital of the Bombay mill9 increased from P! 
crores to 17 crores with only eievl'n ne\v mills. Do yon consider that the large -
ftu,ctuations of that year have not beell without a depressi~g effection the industry ! 

A. That makes an average of 60 or 70 lakhs per mill. That is about it. All II\ilIs that 
changed hands in the boom period were at about that. The Diamond Mill was bought 
at Rs. 60 lakhs. If you take the average of 60 lakhs it would be about 7 crores. 

Q. You consider that the average of 60 lakhs for each of these 11 new mills is not an 
unfair figure t . , 

A. No. Then the average would be improved by the Bombay United which changed 
hands at & crore and a half." Barring these mills the other II\ills are not over
capitalised. These mills which changed hands or were put up during the boom look -
over-capitalised in a gross manner. ' 
, Q. Do you consider that that had no effect on the present depression? 
A; No, because those 11 mills which changed hands at a figure like 11 crores or 60 

lakhs did not make the average of the mill industry to-day_ 
Q. Does not the fact that they have such a heavy capital on which they do not pay 

& dividend act as a drag on the industry, until their capital is reconstituted? 
A. No, it only injures their shareholders and nobody else. Two of them I know have 

failed-the Bombay United have subsequently changed hands at 351akhs and the Dia
mond has gone into liquidation. I do not remember about the othe,rs. 

Q. Mills like that possibly have to sell from hand to mouth, and' may not the fact 
that they have to sell at whatever price they can get in order to keep going owing to this 
large capital have as deleterious aneffeot on the Bombay industry as the JII-panese 
oOIl\petition or any other factor? 

A. I have not heard that they injured others by throwing their manufactured stuff 
on the market. I have not heard of any suoh complaints at all. 

Q. There are a oertain numb~r of weak mills in Bombay as you know., Are their 
sales not having any effect on prices? 

A. What I say is that these 11 mills, which were bought or put up during the war period 
and whioh look over'oapitalised to-day, do not make the average of the Bombay mills. 
I therefore say that these 11 mills do not count for the purposes of the question that 
you put. Your next question was, do these 11 mills owing to their o,"er-capitalisation 
really injure others by underselling. 



Q. It is r .. ther incorr"ct to refer to 11 mills. I think the majority of these 11 new 
mille which came in in 1920 were mills which were previously proprietary, and which 
w .. re converted into companies; and there were other mills &Iso which changed hands. 
There were private mills which came in asliDUted companies, such as the Sassoon group, 
but there were other mills &1so which changed hands during that period, of which you 
have given an instance-the Bombay United. 

A. I think all that total will be covered by this seven or eight crores. That is my 
own impression. I dQ not think you will find many other~ barring these that changed 
hands which contribute to the increase from 9 crores to 17 crores. 

Q. My point W&B whe~r or not that any of the "weaker l!lills are selling 
at prices which bring down the prices of the better mills. Your argument is that the 
sales of the 11 mills do not affect the whole industry. ·The opposite argument is brought 
when you are referring tothe Japanes" competition. We ~re continUll.lly being reminded 
that it is not the volume of the Japanese competition which· affects.the Indian industry 
but it is the price at which they are selling; and the same argument, it seems to me, 
might apply to the weaker Bombay mills. It is not the number of them, but the prices 
at which they have to sell in order to keep going. 

A. What I said was that I had not heard it being mentioned by any body till JlOW, and 
I am on the Boards of three or four mills of which one or two are weak,. that these mills 
which changed hands at high rates were selling or, if it might be called, dumping their 
manufactured articles on the market in the manner in which the Japanese are said to be 
doin~. It is a question of fact, not a question of expressio,! of opinion. It is possible 
that I may not be absolutely in touch. But no such report has come to me. 

Raja Hari Ki8han. Kaul.-You say that it is well-known that banks at present are 
unwilling to advance money on the s9curity of the assets of a limited concern unless 
it is backed by the personal security of the agents themselves. We have heard 
ditf"rent sbtements about this. We have been told in some places that on hypothe
oation they do not want collateral security. In another place we have been told that 
the collateral security of the Managing Agents as well was wanted. Your knowledge 
must be very wide in. this respect and I should like to ask what is the actual fact. 
If ~he goods are hypothecated, is collateral security demanded 1 ' 

A. Take the Imperial Bank. It is well known that the Imperial Bank is prevented by 
its bye-laws from advancing on anything except two signatures-first the mill company 
signing through its Directors and secondly the agents. The Imperial Bank cannot 
m ,ke any change. They have to insist on it. I have not heard of many advances being 
m",de in Bombay to mills on anything less than the mill's own signature plus the agent's 
personal signature. 

Q. Do you k30W of any case in which goods have beenhypothecated1 
A. Many. 
Q. If the goods are hypothecated are two signatures necessary 1 
A. Yes. 

Q. You mean hypothecation plus the signature of the mill! 
A. A mill which has not got its own finance. will mortgage its goods. Supposing the 

ootton market goes down and there is a deficit. 'fhe question would be what are they 
to get in case of a deficit ! Thereforetheywantsomebodywhowill make it up. IadlJlit 
it is very conservative finance but in very few cases only the agent's signature is done 
away' with. 

Q. Do you know that other banks also do it ! 
A. As far as I am I/oware. 
Q. That is evidently the rule in Bombay! 
A. Yes. I know in the Tata Industrial Bank they did so. The Bank is now no more 

and therefore loan speak of it. There may be isolated exceptions but on the whole 
this is the rule. 

Q. We have been told in some places that money has been advanced. 
A. Without the Agent's signature .! 

Q. Yes, and by the Imperial Bank too. Probably this is the rule in Bombay. 
Mr. 8ubba Rao.-I would like to ask you a few question about the effect on t&e 

market of sales by weaker mills. In the first place I want to make quite sure which 
class of mills you call weak:-one that has got a lot of water in its capital which as 
you say hurts nobody but the shareholders or. which has got a heavy debt charge 1 
Which of these is likely to depress the market by forced sales 1 

A •. Of course a mill which has a heavy debt and has no finance of its own. Naturally 
the other one only effects its own shareholders. 



Q. Therefore i~ is possible for a mill which is overcapitalised and which hllos no 
debt oharge to .be selling at normal prices? 

A. It is absolutely p::lssible. I would not suspect that, they were selling at 
anything but normal prices. A mill which has no debt charge has no reason to sell 
at anything but norma.! prices-certainly not at abnormally low prices. 

President.-Is it likely that· a mill which is overcapitalised would be without a 
debt charge! . 

A. It does not necessarily follow. Beel.use, a m.ill changed hands at 60 lakhs in 
1921-that may be worth only 40 lakhs in 1922-but if that mill since that year 
made only half a lakh there is- no debt on the mill. But still the mill is over· 
capitalised. • 

Mr. Bubba Rao.-There is no necessary connection between water in the capital and 
a debt charge! 

A. No. _ 
Q. Then about the hereditary character of managing agencies. You defend it 

by saying that a number of families have put them.selves to considerable loss to 
maintain the mill. Now, is that a desirable condition df things! 

A. Very. 
Q. Is it good for an industry to be dependent after all upon the charity of these noble-

ndnded families! . . . 
A. There is no charity. It is pu~ business. -
Q. But you are saying that they put their private .fortune to sustain a failing 

business. That surely means that shareholders are dependent on the good-will and the 
philanthropy of the Managing Agents. . 

A. It is not philanthropy at all. They put their private fortunes at the back of 
the mill's business in a most successful m.anner and they have prevented the industry 
going down. 

Q. That is the point. That is what I wanted to know. 
A. I can give you instances. 
Q. You are saying that the industry would have. gone . down but for the support 

of private fortunes. Did they help as shareholders or as Managing Agents! You 
are saying that the Managing Agents have put into the business fundi! which might have 
been employed elsewhere, evidently, is that your suggestion? 

A. My suggestion is' only this, that t40se who criticise the managing agency
system. have overlooked the fact that these Managing Agents even to· day have 
justified the systemoompletely. Butfor that you would have had several mills going 
into liquidation before now. 

Q. You speak of normal sacrifices. We justify any system of organisation by its 
social utility on the one side and also by its gain to private individuals. You are 
saying now that the industry is allowed to continue not because of its economic 
justification by turning out profits, l;lUt at the expense or sacrifice of certain individuals. 
Is that after all from. the social point of view desirable? 

A. Why social' -
Q. The community's point of view • 

• A. Take it from the economio point of view. 
Q. Is it economically justifiable' 
A. Absolutely. In the oonditions in which the industries have to be worked in 

Indiait is the only salvation of the Indian public. Where you find that avoidable 
Josses are being put on or avoidable strains are being put on an industry it is the 
only bulwark that people who have a stake in the industry say • We are going to 
stand or fall with the industry'. 

Q. It is a loss. You speak of saorifices. The Managing Agents should not be 
oalled upon to' inour these losses' 

A. They would have no impetus to incur losses. 
Q. A system that requires the support of private fortunes in this m.anner, does it 

not stand self-condemned' 
A. No, I should think it is one of its strongest points. 
Q. But has it a moraljustifioation , 
A. Yes, it has a strong moral, oom.meroial and business justification. 

Q. J leave it at that. 
A. I know so muoh about the sacrifices made and. the way in which the indus~ry 

has been saved. You would but for the Managing Agency· system have had 30 mills 
in Bom.bay in liquidation to-day; 
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Q. I am speaking of the hereditary character. 
A. The agency system goes with tile hereditary system. . 
Q. Not necessarily ... I understand in the case of an important firm in Calcutta 

the founder made aD express condition that no membor of the Managing Agent's family 
sbould bt9 on the Managing Board after him. It js a very important firm. 

A. It is very exceptional. There must be some very special reasons for it. 

Q. It is hard upon a family that has made some money to involve it in the losses of 
the industry if they can avoid it. _ 

A. May I put one question. I am only putting the question because at will 
make things clear. Suppose a firm of agents consists of three or four partners, take for 
instance tbe firm of McLeod and Co. Surely you do not disapprove of a company 
having 30 or 50 years agreement. You would not, because. this is so all the world 
over. 

Q. I would limit it to 30 years at the outside. 
A. Very well, at the end of 30 years that agreement is renewed unless there is 

some special reason. That is the ordinary course. It happens in every industry. 
What guarantee is there that during the 30 years-though tllere may be the best of 
able men for the first 10 years-they will not take on any second rate or third rate 
man who knows nothing about the managell\ent of the industry. 

Q. There is no guarantee. 
A. Therefore,where I spoke of t~ hereditary part I spoke of certain criticisms 

which were made in Bombay. You run tbe same risk with a firm as with 8. family. 
Q. I do not quite admit that, because the field of selection is narrower in the latter 

oase. 
A. It is at the disoretion of the main partner in the firm. He may take the right salt 

of maD or not. There lI\ay be an error of judgll\ent. _ 
Q. An error of judgment is somewhat different from the play of family affections. 
A. Surely there are very few firms who do not take outsiders. I know one firm 

here where they have not restricted it to the family. One of the best known' persons 
in all India is a partner in that firm. 

Q. I WaS merely dou bting the possibility of the transmission of the ability in a 
family as a neceSB&ry sequence. 

A., It does not necessarily apply to the family. If you want you can 1I\0dify it-family 
and firm. When I drafted this I had in mind a certain criticism which was at one time 
made in Bombay of the system. It need not necessarily be a. family-fall\ily and firm. 

Q. If a family has possession of a firm it makes no difference! 
A. What would you say to Morarji Goculdas and Co., having ,three sons.and Sir Dinsha 

Wacha as partners. The family bias goes'away. You cannot have a better person than 
Sir Dinsha Wacha. 

Q. Can you guarantee similar' absence of family bias in all these agencies t Is there 
not a probability that a father who has made a fortune will like to pass on the agency 
to his son or nephew, who lI\ay not be equally competent! 

A. Well, it has been found by experience that where the son or the nephew is a minor, 
efficient people are engaged to carryon. And where it has been otherwise I say that 
the same might have happened in the case of a firm instead of a family. 

Q. But there is less chance of it. 
A. The system has proved so useful and valuable that I would not recomll\end a change 

very lightly to the ll\illowners of Bombay. . 

Q. Then in answer to Question 52, you speak of the financial help given to the industlY 
in Japan and you say that the banks there, i.6., in Japan do not believe in forced sales or 
in demanding immediate repayment when a firm is in difficulties. The suggestion is 
that this has been done fu India. 

A. The suggestion is that in Japan they have an industrial bank which locks up capital 
for a period of years and helps such concerns to carry on or to prevent them falling. In 
India we have nothing like that. " 

Q. You had an industrial bank here. , 
A. Yes; but you know what happened to it. The enthusiasm of the shareholders was 

so great to ensure that the lI\&u&gement was most efficient that it helped the transfer 
of that bank to another one. 

Q. We need n9ttake up the history of one particular concern. 
A. That was the only concern; and you referred to it. 
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Q. I want to know what you suggest further. If it had been a failure, what can be 
done to enable the industrial concerns to get on 7 You suggest an Industrial Bank in 
the country supported by the State? 

A. I think the State should at best keep out. 
Q. I thought you were saying that the State ought to be doing this. 
A. I think they have got enough for the next few years. 
Q. Industrial finance need not be an activity of the State 7 
A. I don't think the Government of India could do that. 
Q. Not directly, but in the form of aid to the bank 7 
A. I personally think they have got enough work in all th~se knotty problems. 
Q. You would however develop the industrial department of the Imperial Bank or a 

, Central Bank? -
A. Central Bank 7 
Q. Central Bank in the sense of an institution which acts as a banker's bank. Or wquld 

you propose a separate Industrial Bank of India to take up such func~ions ? 
A. Personally I do not expect that the Government would be able to do much in this 

direction for various reasons. 
Q. I am not speaking of the Government of India, but merely of an institution. 
A, A Government institution, I presume? Or private Y 

Q. Suppose you had in the country a Central Bank, a Bort of bankers' bank Y 
A. But that is a Government institution. 
Q. Is the Imperial Bank a Government institution' 
A. To·day, yes, very m1l,ch. 
Q. Would you expect a bank like that to develop the industrial side to give facilities 

or would you be in favour of a separate Industrial Bank for this pu,rpose ? 
A. At the moment I would not like to commit myself to any Government interferen( e 

in matters financial. I would rather not say what action Government should take 
regarding Reserve Bank and other questions. 

Q. In any case you feel it is a serious difficulty that the industrialists do not get adequate 
finance or finanoe of any kind in order to carry on their operations Y 

A. I think I might say that the Imperial Bank has done very well for industries under 
the present circumstances, That is my conviction. 

Q. Then, which banks do you refer to here 7 You say" and the banks there do not 
believe in forced sales or in demanding immediate repayment of money as soon as a concern 
is found to be in difficulties." • 

A. Every bank has to do that, because there is no Industrial Bank which has Govern-
ment support. .. 

Q. You mean the commercial banks' 
A. Yes; what else can they do' They must at the end of the agreement period, what-

ever it may be, insist on repayment. It is not the fault of the bank here. ' 
Q. It is the fault of the system' 
A. Yes. 
Q. Would you set it right by a provision by which money can be lent for longer terms 

or by developing a new institution altogether' Which way is your mind working' 
'A. My own mind is now concentrated on what the Government decides on the problem 

before them. I am not prepared to say that the Government should take up anything 
more until they take a right cou,rse regarding the cor~t cu,rrency policy. I am afraid 
I cannot go beyond that for the present. -" . 

SECTION VI 

008ts oj Production 

(6) Raw Material 
Pruident.-I think you propose to deal with the question of raw material in a different 

capacity, do you not, Sir Pu,rshotamdas' 
A. Yes. I am appearing before you on the 29th instant as a representative, of the 

East India Cotton Association and perhaps it may be convenient to you also to examine 
then on this point. 

Q. One point in regard to you,r reply to Question 62. You say" The suggestion 
that the prices at which ootton is purchased by Instian mills are higher than the pJ;ices 
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paid for cotton fOf exporl requires explanation." Mr. Madon who is coming before ue 
this aftemoon has told us in his writen statement that " Japanese or European spinners 
do frequently get cotton at appreciably low~r prices than the level in Bombay. This is 
due to competition between merchants who accept 10wef prices accbrding to their own 
views of the market. It is clearly impossible for any Bombay mill to do the same." 
Could you explain that from your own point of view? 

A. The first sentence of that paragraph of Mr. Madon's reply confirms what I have 
said. Then I think "spinners" may be a mistake for " shippers." He .means that they 
generally buy upcountry at a moment when the pressure to sell there is keenest and the 
mills are not perhaps able to buy at that identical moment. Therefore, what happens 
is, if I understand him correctly. that these people are able to secure their cotton when 
the monket is at its lowest and if the mills do not happen to be buyers at that identical 
moment. there may be several reasons. One is that they have not sufficient finance 
available at that mom15nt or they cannot sell manufactured articles at that m.om.ent and' 
therefore are not able to pay for cotton, or thirdly, it 'may be ihat they have no agents 
upcountry. I do not know which of these handicaps exist. But in many cases I know 
the first handicap is very real, want of finance. 

Q. Does.it ever work the othef way found? 
A. Yes. 
Q. There are occasions in which the Bombay m.ills get cotton cheaper? 
A. Yes. I can give you figures fegarding these. Ip works botp ways. 
Q. You think on the whole there is nothing in it on an average? 
A. On the average, I don't think there will be m.uch in it. 
Q. You mention the fact which we had already a cerlain amount of evidence on. You 

say in "In Japan the mills have furlherfacilities of hedging in the sampin (yarn) m.arket" 
Have you any views on the question of establishing a yarn exchange here, Sir Purshotam.. 
das?' , 

A. I have not considered it. 
Q. I wish you had. Possibly the Millowners' Association will be able to throw some 

light on the subject . 
• 4.. 1 have not heen to Japan aud 111m not so much in touch wit,h the ya.rn and piece. 

goods trade as with cotton and tber"fore I would not take up your time by giving you 
information wMch may not be ac~urate. 

Q. You do not consider, Sir P U'shotamdas, that the present deprcssion in the iLdustry 
can be attriout.ed to the cotton prices higher than those now prevailing? 

eA. Thero must be a cerlain amount of cotton always on h'ands of mills and,a fall in 
is prices mu~t naturaUy add to the loss owing to the fact of the cotton having belln 
bought at a high"r rate. But what happens is that several mill.9 of late did hedge their 
cotton holdings by hedging in Bombay or Livprpool, especially as it bt!Came known that 
a big crop was ooming in. In the last five years they had some loss bu~ that is 
inseparable in the nature of the, industry. 

Q. So far as the effects of the falling prices are concerned, do they not contribute to 
depression ? 

A. There the Indian mills are not in an exceptionally bad position as compared witb 
'other milIA. ' 

Raja Han KiBkan Kaul.-You say" t4e deflationist policy of the'Governrnent is 
probably the direct cause of the falling prices ". 1 just want to understand what you 
mean. It might have re~tricred trade. But the falling prices whicb are due to other 
oiroumstances have led to the losses. - _ 

A. ' Yes; thst is q nite trUA. But thE' other cirll1Imstancea which bring about the 
fall in prices art' a.cQentuat~d by-the deHationist policy of the Government. To begin 
with, there is worlu wide deprssion from which India cannot be free. To it you add 'II. 
deHationist policy and appreciation of the rupee. Both go in the Same direction. 

Q. It makes tbe depression worse. It is not the direct caURe of tho falling prices. 
A. If credit is rdStricted, the prices would fall more because the buyel'l! would be less. 
Q. Yes; that would be only one cause. 
A. A very substantial one. 
Q. I understand you ascribe it mainly to the exchange. 
A. My answer is "The deHationist policy of the Government is probably the direct 

cause of the faJIing prir.es ". Of course I mention first that the world factors contribute 
to it. In addition to thE'm and thc local factors, the d"Hationist policy accentuat~s the 
eJieets. 

Q. You n.ean it is an additional cause" 
A. A Vf/ry bad additiona.l cause too. 
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SEOTIONVJI 

lIuggestw'IUI as to remedial 1T.;MUr,.1 
President.--We noW' come tll the last section in which you express no views on the 

main point. You say .. If the Tariff Board decides that the textile ind1ll'try needs 
protection ". You begin with a hig "if n. We wanted your views as to whether you 
consider there is need for proteotion. 

A. We are awaiting your report. 
Q. Our re!lort has to be based on the evidence and the evidenee of peopie like yourself 

is obviously essential if we are to come to any CODClUllion. . 
Raja Bari KiHhan Kti.ll.l.-·Do I understand yon to mean that if the exchange i~ fixed 

at 18. 4d., 110 protection is necessary? 
A. I did not say that. 
Q. You said there were thr~e alternatives, the first being the fixing of the exchange 

at its true level. The second was putting on an additional import duty and you said 
that· if the first aIt.ernative·was accepted tbe others were "JIot DecesRary. 

A. What I sll,id is this. It is ~aid there are two things, a bounty or protection and 
something else. _I say, why restrict YourReli to these when you have an easier method 
by which you can achieve the object appreciably? H you find that the e'IJ:change question 
willsubstantiaUy do away with the demand for protection, why go to these other twO't 
That is wbat I say. I do not say that exchange will do away with this. 

Q. I thought that it was the reason why you did not express an opinion. 
A. It is because I got out of toucn with the mill management since 1920 when we sold 

our la~t mill and I do not feel myself competent df'finitely to teU you \vhether protection 
is justified or not. I CaDllot express an opinion except in the way in which 1: have done. 
I know it is not of much use; Sir. But I am afraid I cannot do anything more. 

President.-There are one or two points which Mise with· reference to Question 106. 
You say, 'I believe that the rise in price would be temporary, bccll,use ultimately 
t!le iut.ernal competition of the Indian milh:, and increasing efficiency resulting thprefrom, 
would lower costs of production and selling prices '. But is there any reason to believe 
that proteotion would result in increased effioiency Y :Might it not have exactlv the 
opposite etreet? . . 

A. No, Sir. I bl'lieve and I take it for granted that in giving protection neither you 
nor the Government of India would give protection on the extravagant side. I take it 
that at best it will be just ariequate. . 

Q. There again, you expressed the opinion earlier In the day that there is no good of 
giVing half-hearted protection. Therefore if you are going to give whole-hearted pro
tection, it should be on t!le extravagant side. 

A. Not necASsarily. It may be ouly ·adequat.e. No Committee or no Government 
does give extravaglWtJy. They may take extr .. vagantly but they d'ln't give extravagantly. 
U the GovernDI",nt of India give adequate protection, it is more than India can expect. 
J have no apprehension <In the score .that the Government will be extravagant. Very 
far from it.. They have still to earn that reputation. I mean any Government in the 
world. I take it for granted that the best that can be done is granting adeq uate protection. 
It is when there is a beom that people are indolent. Butin normal times when they are 
making 6 or 7 ppr cent. they try to make it 10-U per cent. and there the efficiency comes 
in. "'nen the industry is really being squeezed, it cannot be efficient. _Then wrong 
economy comes into force. For proper efficiency you want the man or the industry 
to be living aDd living decently. No in(lrease in effi'liency (lItO be looked for in times of 
!!tress. I therefore believe that it will only come when normal times or what are looked 
upon as normal timps return. When adequate protect,ion is given, that is the only time 
when efficiency (lan be revi vpd.. . 

Q. Then you go on t.o say in the same reply that the' increase in the ('ost of living 
\\'Quld not be lal'ge enough to cause material hardship to the consumers'. But on the 
other hand you would be imposing that increaI!e in the cost of living of the consumer 
at a time when on your own showing his buying power is reduced by 12! per cent. 
. A. That is th" Ol'dinary canon of proteotion. Protection can be ju..otified on this, 
that while it adds to the burden of the consumer for the time baing, it will. \\hl'n it has 
run long enough to have its full effect,!! felt, make up more than the ~ifices which it 
has entailed. Regarding buying power, I am afraid I have woried you enough. ButI 
fear t.hat whatever you may recommel!d will never be of any good unless you set .right 
the first mifioial wrong which is at present being <.lone to the industry. That is my 
conviotion. Set the exohange right and then whatever protection is neceSSi>ry will be 
comparatively muoh smaller ~and may be needed for a much smaller period too. 
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Q. Then in yonI' reply to QU£8tion I1o, yon support the proposal of the Millowners 
Association in principle, that an additional 4* per cent. should be given to enable them' 
to IJrovide for depreciat,ion. But surely 'When you are comparing thp. two rates, the 
rate at whiuh they can sell their goods Hnd the rate at which their competitors can sell, 
you are alree.dy including depreciation. On the other side, the Japaneo;e profits enable 
them to set Bolide sufficient for depreciation. Therefore, if you give sufficient protection 
to Ilut matters right, are not you counting depreciation twice over? 

A. I therefore say' in principle'. I have not gone into the calculation. I knew that 
even if I got the calculation from the Millowners' Association, I may find it difficult 
to understand it. I support the proposal in principle. Supposing the Board carne to 
the conclusion that protection was called for, the next thing would be, to what extent it 
should he given. In order to ensure adequate protection, you have to allow for deprecia. 
tion in your calculation. To that extent only I support it, thaHt should be included in 
the calculation. Not beyond it. , 

Q. Not necessarily in the form put forward by the, Millowners' Association? 
A. No, because I have not been able to go into it. 
Raja Har' Kullan Kaul . .,-You propose that a general reduction in freiglit would 

no doubt help the industry. In answer to Question 100 you say • This is ha.rdlya 
feasible proposition. H a general reduction is not possible, 1I:hat would you thin» of 
a suggestion which has been put before us that freights from centres of production 
to the principal markets should be reduced? That is, if'freights cannot be reduced 
generally, the suggestion is that some reduction in the rates from manufacturing 
centres to the principal markets should be made. 

A. But would not that be a general reduction for that! What I say here is that discri. 
minatiou in the matter of railway freights will lead to complications. What I had in 
mind was that cotton booked to a mill should not go at a lower rate of freight than cotton 
booked to a merchant or for export. That will lead to complication. 

Q: Cotton booked to such and such place or cloth booked tc! such and such place. sat. 
Cawnpore or Nagpur, should be so much. That is the suggestion., ' 

A. It would apply to cloth booked by anybody to anybody? 
Q. Yes. as long as it is booked from that particular centre. 
A. And then whether it is imported cloth or locally manufactured? 
Q. It does not matter~ 
A. That is the main difficulty. 
Q. I understand the suggestion to be that the freights should be'reduced for the export 

of m'lonufactured goods, that is cloth, from the manufacturing centres to the principal 
markets. No distinction was made in their proposal. 

A. Yes; put in that general manner, it might appeal. But I am afraid the difficulty 
will come up when you tackle the details. You. will find there are so many consuming 
centres and so many manufacturing centres. Again you have to deal with the question 
of the kinds of goods exported. H Ahmedabad'imported piecegoods, what kinds of 
goods! Is it 60 bales of Japanese piecegoods or Lancashire piecegoods? You have to 
discriminate and it leads to complioations, and makes the administration very difficult., 
I would rather not expose the public and the staff to temptations froJ!1 both ,sides. ' 

Q. Suppose no discrimination is made between imported and locally made cloth 1 
A. -Then where is the advantage 1 
Q. The export from a manufacturing centre would be of the mill· made cloth. 
A. But would not that be a general reduction! 
Q. It will not be reduction in other things. 
A. It would not be confined only ,to mill·made cloth. It will be reduction for cloth 

from that particular centre. 
Q. Is that what you mean by a general reduction! ' 
A. Yes, applying to every variety of cloth and every variety of cotton and not to all 

goods in the country. What I mean by general reduction is reduction in one station as 
, applicable to every variety of cloth without any discrimination. 

Q. Discrimination as to where the cloth or yarn came frolll.? 
A. Yes. 
Q. But you don't want to apply it to all places! 
A. H you apply it t,) all places, it will be better. 
Q. Then you would advocate it for the manufacturing centres 1 . 

, A. I Bee no objection to it. I think it will·be a help. But that would be like a drop 10 

the ocean. You OalUlot give any subtantial assistance. Just a protection of fraction 
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Q. Can you give us any idea of the additional burden on the consumer if the pric~s rose 
tb the full limit of any additional import duty that might be put on ? Supposing the 
Millowners' proposal is accepted andl3 per cent. plus 4i per cent. or 17iper cent. addition
al duty is put on, what 'will be the effect 7 

A. I think immediat?ly, gene~.llly, the. prices go up to that extent. Then they begin 
to settle down at the POlDt at whICh there IS a,demand, and when they begin to settle down 
it takes a little time. ,It fluctuates and eventually it leads, taking the protection to be 
adequate, to more competition within. When everybody has a little margin they will 
work at the full capacity and you get an increase in production. And at the end of 
two or three years you might find more people putting up mills. 

President.-Would you not in those circumstances get back to the same state of affairs 7 
A. When more mills are put up T • • 
Q. You will get depression T • ~ 
A. Not necessarily. In 1918 when you were running the Standard Cloth Department 

the figu\:es given were that India manufactured 45 per cent. and the imports were 55. I 
do not know how far India has progressed, but I think it would be safe to say tlnLt India 
mllonufactures half and imports half. So, there is 50 per cent. to be made up. 

Q. B~t have you /lot cotton for that other half 7 . 
N. If India has not got cotton she will import it. India has been known to be importing 

African cotton, Egyptian cotton, and this year under exceptional circumstances she is 
importing American cotton. But I think she can easily out of her own cotton production 
go up by another 20 or 25 per cen,t. _ 

Raja Har, Kishan Kaul.-At the time when prices have risen to the full extent of the 
additional import duty what would be the additional expense to the consumer. Would 
it be 17 i per cent. 7 . 

A. Not necessarily. 
Q. Various estimates h80ve been gi,ven to us of what the additional burden would be. 

Clln YOIl give us Rome idea of what the additional burde~ would be T 
A. A~ I S8oY, the prl(le~ are quoted at the full exceilS of the protective duty the dae 

after the protective duty is lmposod. Thtln when it is found that people are not frey 
buyers at that, th"y are slightly reduced, and you come to very nearly h~lf of that. 

Q. YOII think it will be half of it 7" ' -
A. That is roughly "II' hat I think would happen. 
Mr. 81,IJba Rao.··-In aDllWflr to Que&tion 96, yon gOl1erally deprecite exemption of 

machin1'ry and mill stores from certain dnties in Ol'der to encourage tbe mill industry 
Would you not make an except,ion in the c80se of dyeing stuffs RoSSIlIhing thero is no 
oompetition bE'tween importE'd dyes and local production. In that case would it not 
be of somA hAlp to iuiporb dye st.uffs without any duty? . 

A. Well, I am iLfraid I do not know whether any imported dyes compete with our local 
dyes or not. I could not tell you, hut if there is u.ny such competition .••• 

Q: 80 far a.s r know you do not get very much. We have not got very much of indigo 
now either. . 

A. Indigenous indigo is of oourse a thing of t.he past now. So I should see no 
objection to it. It is subjeot to my not knowing the actual facts very !l.Cl'urately. 

Q. You made a suggestion jUqt now that India oould manufacture Y80rn and cloth on 
a ba.sis of imported raw cotton. Do you oonsider that conld I;e done on a large scale' 

A. Well, in l!)l·i, I know several mills WP,r6 doiug so Auccessfnlly, and certaiuly not.ody 
would 8ay that the timfls were abnormal then. " 

Q. What kind of cotton! 
A. Africa.n (lott.on. 
Q. Was it a wry large amount' Even now it is ouly 16,000 t.(lnB. 
A. Yes. It is a BubstR.ntia.l portion of the ootton crop gro"'"Il in Eo..ot Africa. 
Q. But is it a. s~bstantial portion of the cotton uRPd in the mil1! , 
A. It is not more than t.hat because the demand is not for it. J think India ,oould do 

more." 
Q. }'ailing 'Uganda, is it possihle to use any other ootton , 
A. I may say I am optimistio brought to think that with t.h~ eXperiIll{)nts Government 

are making India will grow better cotton. .. 
Q. But, thinking of the immediate possibility! 
A. I am not looking uut for Anything in the immediate future because in the immediate 

future we have got to get over a good deal of the handicaps we have. I am looking ten 
ytars ahead, and I think India then wil be ahle to produoe a ~ood deal thrlm¥h the 



31' 

8Il8ietance of theie vario1J8 experimental fM'lIl8 &nd this Central Cotton. Coinmi'ttee 
whioh is 9pending at the rate of 7 or 8 lakhs II. year on researoh. 

Prl!8ide"t.-1s there an import duty on raw cotton? 
Jo. No impurt duty. that is barring the development duty of Re. 1 a bale. 
Q. On raw I'ottoncoming in , . . 
A. Yes. A lakh and a half of AmoricA.n bo.les coming in will pay I ~ lakhs to the Govern. 

ment of Bombay., . 
Mr. SuM" BUD.-In an.~wer to Question 118. ynu suggest the introduction of a system 

of negotiable wa~ehouse receipts. That seems to be an entirely new system? Isn't it ? 
A. Yes. .-
Q. The system of wa.rehousing of cloth and of cotton J, Wbich are you tbihking of ? 
A. I think your question refers to cloth. But there is no rea~on why it should not apply 

to cotton, which only means ~n organisation on a new basis. 
Q. It contemplates a new organisation! 
A. YfOII. 
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Witness No. 60 

Mr. B. F. MADON, BOMBAY 

'ritten Statement dated 9th September, 1926' 

GENE~Ai:. REMARKS 

It is my oonsidered opinion that the present depression in the cotton spinning and 
weaving industry as also in v./uious other industries in this country which depend on India' 
itselffor t\ll!':ir principal market, is very largely due to the changes in the rates of exchange 
between this country and other countries ,as compared to the, pre-war parity. In the 
oase of those countries whose currencies have depreciated as against 'pre-war, the 
industries of such countries find the capital cost of their 'concerns reduced in terms of 
gold, the capital debts, if any. also reduced, and to that extent they are able to compete 
more favourably wit!HJountries whose capital costs and debts in terms of gold remain 
constant. The effects of such depreoiation are more immediately noticed in the working 
oharges of such concerns, because while such charges remain constant in terms of currency; 
they become much lighter in terms of gold. The same applies to the annual bill for 
wages which the workmen are oontent to accept for the same amounts in currency as 
before depreciation set in because it is very hard for the masses 01 the people to understand 

,t.he effects which exohange has in reducing real wages until the difference becomes too 
glaring in the shape of higher prices of the necessaries of daily life. Therefore, in countries 
where the depreciation has not gone very far, the work-people continue to accept the 
same amount of c,urrenoy and to that extent the employer saves (in terms of gold) on 
the cost of his manufacture. Then again depreciation is a certain percentage 0.£ the 
oapital cost in terms of currency, and this again is lowered in terms of gold where currency 
has depreQiated. If the balance sheets and costs of a cotton spinning and weaving mill 
are analysed from this point of view, it will at once be seen that depreciation of currency 
gives a very important advantage to the country 'with such currency as againBt the 
oountry whose ourrency is at gold parity. I have tried to develop this phase of the 
problem in my work called ~' Exchange Falla<:ies Exposed" pages 136 to 148, and of 
whioh I have already submitted a copy to your Board and would beg a reference to the 
same. 

To take a ooncrete example, let me assume two countries whose purrencies are both of 
.them at par and ,a mill in each is capitalised at £100,000. Suppose country A remains 
at gold parity and B depreciates 20 per oent., the effect would be that the capital cost of 
the mill in country A would still remain £100,000, while the capital cost of the mill in 
oountry B will have been written down to £80,000 in terms of gold. There is, of course, 
no aotual writing down in practice, but the effect comes in the dividends that have to 
be paid. Assuming that 10 per oent. is considered & reasonable return on such a venture, 
then the mill in country A must distribute £10,000 in order to keep its shares at par. 
The mill in country B distributes the same amount in currency as before, but it will 
represent only £8,000 in gold, and to that extent make it easier for it to compete with 
the concern in country A, because it could afford to do with £2,000 less profit., If both,· 
these concerns had a debenture debt of £40,000 at say 7 per cent., then the mill in A must 
earn £2,800 to pay this debt, while the'mill in B will only need to earn 20 per cent. less 
because the debt stands on its books in currency, and the interest will also have to be 
paid in ourrenoy, and the ourrency was, depreciated by 20 per cent. The same argument 
will apply to all other items of cost which are more or less fixed in terms_oi currency. 

The above would apply to the caSes of Manchester as againSt Japan when England 
was very near gold parity and Japan was at a discount of about 20 per cent. and will 
explain how it was that Japan was able to make such headway even against Manchester 
in the past two years in certain q uali ties. , ' 

If we now oonsider the case of a oountry like India whose currency has been 
appreoiated by 121 per cent., the results are much more serious. Taking the abov~ 
example again and assuming again that they started on competing terms a few years ago, 
the position will be that the cost of the Manchester factory remains at £100,000, that of 
the faotory ~ Japan is reduoed to £80,000 in terms of gold, and that of ~he f~tory in 
India is inoreased to £1l2,500, and Japan thus gets the advantages that ordinarily accrue 
to oheap oapital cost arid Manohester is handicapped as against Japan, and India is further, 
handicapped against both, and, to a very serious extent, as against Japan alo'!-e. The 
same thing applies to their annual costs, and particularly to labour charges which fo~m 
the biggest item of cost, apart from raw material .. Assuming that each of the~e. mil:ls 
was paying £20,000 for labour charges at gold parity, then under the new pOSition,. m 
terms of gold. Manohester would be oontinuing to pay £20,000, Japan would be paymg 
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only £16,000, and India would have been cO'1lpelled to pay £22,500. 'These figure,," 
given merely by way of example will show your Board how very serious the handicap of 
exohange is, and I am strongly of opinion that this is at the bottom of the present position, 
and the handicaps on our mill industry imposed by exchange in the shape of artificial 
over.capitalisation of block accounts and amficial incre\lSe, of labour, interest and other 
charges cannot be got over except by writing down of eapital or liquidations of concerns, 
.nd sale of suoh concerns to new buyers at lower rates than the original capital cost, 
and also by reduction of the wages of the work.people. This is why mills are now.a.days 
being forced into liquidation and this is why there was that determined attempt last year 
to reduce wages by III per cent. I am personally of opinion that that struggle between 
employers and work· people is hound to arise again in the not distant future until wages 
have also been readjusted to the present artificial appreciation of rupee,exchange. With 
these general remarks, I shall-now try to reply to the questionnaire in more detail. 

SEOTION I 
I 

General 
1. The present dep~ion, being due to such a fundamental cause as exchange. must 

affect aU centres, but not to the same degree, as the particular circumStances of each 
concern may enable it to minimise the effects in its o~n case. -- ' 

2. I consider the depression due to the factor of exchange.-
3. Exchange being the cause, it cannot be temporary if Government stabilises the' 

rupee at 18d. The handicap to that extent will be permanent, it will be temporary to 
the extent that it arises from depreoiation of foreign currencies and will last until they 
come to pre-war parity. This is now possible with Japan in the near future, but not 
with France, Belgium or Italy who can only stabilise at a new rate, and the adjustment 
of wages and other costs in each such country will take a considerable time after such 
new rate is stabilised, ' ' -

4. I consider the question misconceived. It is not the margin between the price of 
cotton and finished goods that is the real difficulty. The real difficulty is the twisting 
up of costs and charges through exchange manipulation. ' 

6. r do, not think cheaper 'rawcottOn will mean prosperity, because it will further 
impoverish the principal custoll!ers of the local mill industry. ,- -, 

"7., Theinill industry.has been reasonably prospero~B in pre-"'ar days"hoth with' high. 
and with low prices of cotton and of goods. The depression to-day is, to my mind, really 
due to want of confidence in the,stability of dealers and others which has heen brought 
about by exohange manipulation and deflation of currency anll the tightness of the money 
market which accompanies such manijlllation and the withfirawal of suoh funds as 
would otherwise have remained in trading circles on account of the atmosphere of 
distrugt that had been creltted. 

8~ I do not agree that the depressioll is due to the fan in the price of'cloth not having 
cOJTesponded'with the price of cotton. , 

9~. ,The twisting up of exchange by 2d. has resulted in the prices of the principal agricul
tural producw being lower by 12l per, cent. than what they would otherwise be, and 
this exchange manipulation is therefore to a large extent responsible for the reduction 
in th9 purchasing power of the ryot because his nett surplus per acre is reduced by much 
more than 121 per cent. I'llom howeve~ of opinion that the present depression is due to 
the difficulties of the distributor and. the manufacturer. and theryot still goes on huying 
his req uiremant.., as he is not yet deterred by the faU in prices, &8 he is used to such things 
and th~sowcar still gives him the necessary credit also on the belief that the next season 
would prove better. The resulte of the reduced purohasing power of the ryot are still 
to be felt and will be fel~ iA years to come. . 

10. I do not agree with the view that the consumer invests his. savings in precious 
~etals rather than in buying cloth, 

ll. No improvement in orga.nisation-could get over the serious handicaps imposed 
by exchange. The mills were able to do well in pre-war days under similar conditions 
of organisation, etc. . _," , 

SEOTION II 

'N alure and ulent 0/ compelilion between imporled (J0048 aornt Ilt()8e 0/ 
Indian fII(IonuJaclure 

J3; ~I clo not thin~ th~ hlijl ~n a sllriP1l4 factor, 

)\10 V 422-3 
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14. I consider that the lower prices, which depreciated exchange enabled Japan to 
quote, has contributed materially to the present depression by compelling local manu. 
footurers to also reduce their prices, and divert their looms to other qualities thus affecting 
the market in those qualities in their turn. . 

SEOTION m 
Internal competition 

The only remark i would make 'regarding this part of the questionnaire is with reference 
to the percentages of imports of foreign goods. I would like to point out that it is a 
mistake to consider that a small peroentage oannot have any effect on prices. All experi. 
enoe of the faots of oommeroe is in the contrary direction for instance, and over.supply 
of only 5 per oent. in the quantity available of sugar or wheat or ootton frequently reduoes 
the price by 25 per cent. and an over.supply of only 10 per cent. frequently reduoes the 
prioe by 50 per cent. or more. On the other hand a shortage of supply of only 5 per cent. 
raises prioes by 25 to 30 per cent. or more, and a shortage of 10 per oent. frequently leads 
to rise in prioes of &II muoh as 100 per cent. and even more; I will only quote the instanoe 
of wheat, sugar, rubber; jute and cotton in the last 3 years as examples of the enormous 
effect a slight disturbance of the equation of demand and supply can have on prices. 
Therefore it will be a mistake to consider that a mere 3 or 5 or 8 per cent. increlJ.!l6in the 
supplies of cloth from a competing country was too small to have any effect. 

SEO~ION..IV 

Mill· fM/ruigemem 

40. I consider that the industry is managed with reasonable efficiency and economy, 
and ill does not, at least in this respect, fall behind the standards of pre-war days, when 
as we know, it was able to stand its ground against foreign competition and prosper. Nor 
is there any reason to suppose that the management has deteriorated. The argument 
is mainly put forward by those who do not understand the disastrous reactions which 
exohange manipulation oan have, and who, therefore, fall book on talk of efficiency to 
explain the present situation. England is similarly charged with inefficiency in the past 
2 years and unemployment there and practically no unemployment in France, Belgium 
or Italy are put down by many superficial observers to this cause when the root cause is 
the depreoiated currencies of the latter oountries. 

41 io 44. The system of managing agents fills an important need in Indian industrial 
eoonomy. Banking as known in the West is practioally unknown even to·day in this 
country and exchange banks, mainly owned and controlled by non·Indians, cannot be 
expected to finance Indian industries as big local banks do for their own industries in 
various countries. The consequence is that without the backing of a wealthy and influ. 
ential house, it is almost impossible to raise any large amount of capital and it is almost 
equally impossible to finance it without the credit and backing. of such house. Hence 
the system of managing agent which has helped to bring the cott{)n industry to its present 
stage of development, and this result has justified the existence of the system. The 
principal objeotions to it so far as I can see are two (il the method of remuneration and 
(iil the want of technioal knowledge in the agents themselves. As for the latter objection 
there is not muoh in it, because many agenoy houses hue been doing it for more than a 
generation, and to.day certainly have sufficient knowledge and experience to look after 
the business, with the help of their technioal advisers, and it is to be remembered that the 
funotion of the agents is mainly to provide the finance and look after the merchant side. 
of the business, and most of the houses are qnite oompetent to do this. As for the questiol\ 
of remuneration, there are two methods, one, a percentage on all purchases or sales of any 
kind made on behalf of the mill, and the other, a percentage on t\le nett profits of the mill 
with some fixed allowance. The former system was much more oommon 25 years ago, 
but now.a.days, I believe, the bulk of the mills only pay a percentage on profits. It ill 
very difficult to say whioh is the oheaper in the long run, but the general opinion is that 
the percentage on profits is the sounder system, beoause it acts as an inoentive to the 
agents to see that there are profits. In oountries where the agenoy system is not in vogue, 
it is the board of direotors that generally get 'a percentage of profits. It stands to reasOI\ 
that this should be so as you oannot expeot capable business men to serve on your boards 
for nothing or praotioally nothing as the fees amounll to a very trivial sum" month. 

, SEOTION V 

MillJina1lC6 
45. Expept for the few mills which ohanged hands during the boom period at boom 

prioes, there OIUI be no C!ueS~QII qf ovwcapi~'is~tioll. Therefore, t,~ "aJl!l~t, ~~Vll 
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led to the present depression. I do not think there are any important cases of under 
oapitslis&tion. If the implication in .the question is that wherever there are debentures 
it 18 a 0&88 of undercapitslis&tion, then I think it is a wrong view, because so long as the 
pl&nt fully represents the total share and debenture capit&!, it cannot do any serious 
harm under norm&! conditions, and in fact by enabling such debentures to be paid off 
out of profits reduces the capitalis&tioB per unit and ultimately renders the position 
of the conoern far stronger. '. 

46. I do not think there a1'l( many such cases. 
47. Most of the mills had built up their reserve funds also very liberally. and I do not 

take the view that the distribution of profits was unduly liberal, because shareholders. 
who take all the risks of losses are entitled to I&rge distributions in good times. The 
present depression is not due to thos!, diVidends but to the impossibility of earning even 
a normal profit to.day. • 

48. I refer to my remarks under No. 45, and will only add here that the system of 
capitslisation in Manchester is even worse, anait is not unusual to keep shares partly 
paid and depend on short deposits from the public or loans from the banks. . 

49. I am afraid the system of deposits is bound to be there until banking in'India 
is developed far more than it is to.day, and there are many la.rge local banks able to give 
adequate finanoe to industries. Even then, it is doubtful if such deposits will go to 
banks. because. in the present state of illiteracy, people naturally have more trust in. 
and prefer to confide their savings to. thOBe men in their communities whom they ~ow 
and with whom they can de&! without tile red tape necessary in banks. 

50. • I do not see anything unsound in a mill investing its surplus funds in alike conoern 
of the same nature because it can much better appreciate the earning power of such 
concern and consequently the profitsbleness of such investments. I also' do not see 
anything wrong in investment in some other industry if the existence of 811Ch concern 
is oonsidered. in any way. helpful or beneficial to its own activities. 

51. Prima /rule, there must be greater difficulty in 'mills obtaining finance to.day, 
because the eriterioQ of the financier as to the stability of his borrower WOllid be (1) the 
profits. (2) the dividends. (3) the share values. anil'rapidly diminishing profits or 
gradually increasing losses seriously affect the value of the stability of the borrower. 
but it is not a cause of the d",ression but an effect of it and one of the steps in the vicious 
circle brought about by eurrency defIa.tion. '. . 

SECnOl! VI 

008ta 0/ Production 

B. Raw Material 

60. So far as i am aware. the mills in Bombay buy cotton bothin the Bombay market 
and from the cotton districts direct through their own agents. and this does not differ 
very much from what Japanese mills do as' shippers to Japan, also buy here as well as 
upcountry. I am not aware of any Japanese mills buying direct in the upcountry markets 

, in India. As for Lancashire the practice there for American cotton is mostly to buy 
from ehippers on .. call ". This means that tlrey agree to pay a certain number of 
points .above or below the quotation for, a given month in Liverpool and reserve the 
option to say on what 'day they will exercise the right to call. The procedure was' 
very lucidly expIa.ined by Mr; Bryce.Muir of the, Liverpool Cotton Association in a 
speech last year to which I would beg to refer. ' 

61. I do not think the pre~ent depression. has anything to do with the so.called 
" speculative" purohases of spot cotton because it has been the practice for all well-
4nanaged mills to secure their staple cottons early in the season in order to be sure of the 
right quality. I am not aware of local mills buying cotton futures as a reguIa.r thing. 
The method of" hedging" is considered a safeguard against the element of " speculation" 
but even this is not as safe as many laymen seem to consider it. The word" speculation" 
is wrongly used in this connection, because to the layman it conveys the idea of something 
reprehensible. I take it that your Board mea~ the ris~ of ftuct~tions o( markets and 
want to know how such risk could be reduced if not entirely aVOIded. B'ere. we come 
up against the peculiar ~onditlons of a mainly agricultnra.i country. where there are two 
important selling seasons for cloth and one important buying period for cotton. If it 
was possible for mills to sell an average quantity of yarn or cloth month by month and 
if they could cover a corresponding quantity of cotton also month by month. thllY could, 
in that way, avoid the greater part of the risk, but that is impossible. Demand in this 
pountry follows. as it must foIlow, the two ha.rvests, a.nq it is then that the bulk of 

KO Y422--3a 
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the production bas got to be disposed of. If these seasons are missed, the mill may 
find itself left with its output unsold.' Therefore, it has got to meet the market in the 
seasons. On the other hand, as alI:eady mentioned earlier, it has to lay in a stock of the 
right quality of cotton when such cotton oomes to market, because otherwise supplies 
of good quality are taken up by other mills or for export, and the quality remaining 
available in the market is not very reliable, and, in any case, purchases have to be com
pleted before the rains set in, as the selection becomes very poor after that. Under 
these circumstances risks of fluotuations of market are una.voidable because prices in 
this country fluotuate, and fluotuate very widely at times. on reports of the progress 
of the ootton orop in America. However. this kind of risk has always been there even 
in normal times, and has not oome in the way of the mills making reasonable profits. 
The misohief in reoent years has been that prices of Indian cotton have been artificially 
reduoed by another' Rs. 50 per .oandy as against what they would stand at even on 
to-day's parity with Amerioa. 

62. It is not oorrect to 8&y that Indian mills pay a higher price than what is paid for 
export at any given moment. What really happens is that the demands do not coincide, 
and whiohever demand is most active at the moment makes the prices. Consequently 
if Bombay mills. are in the market when Japanese or European buyers are out of it, 
they appear to pay higher prices than what the others might be willing to do, but as a 
rule it is the prioes paid by the exporting interests and particularly by Japan that make 
the market. It may however be mentioned here that Japanese or European spinners 
do frequently get cotton at appreciably lower prices than the level in Bombay. This 
is due to competition between merchants who accept lower prices according to their 
own views of the market. It is olearly impossible for any Bombay mill to do the 8&me. 

63. I do not think the present d;pression d~e to cotton having been bought at'higher 
prices than those now prevailing, and would. refer to my replies to previous questions. 

O. Labour 

64. The nigher remuneration paid to la~our on account of reduced hours of work 
is oertainly one oause of the depression, but the twisting up of even this remuneration 
bY'a further 121 per cent. through exchange manipulation is a more serious factor to 
my mind. . 

65. I do not agree that there was any unduly liberal distlit.ution of bonus to operatives 
when the profits of the mills in 1917 and subsequent years are considered. The trouble 
really arises from the fact that. human nature rebels against having to give up any advant
age that one may have acquired even when CirCUlnstanceS change, and the getting rid of 
the bonuses in periods ofsmaller profits was a difficult problem, but it cannot be made 
responsible for the present depression. 

SECTION YIT 

Remedial measures 

A. Suggestions put forward by the &mbay M illowner8' .Association. 

96. I am not in favour of removing the qustoms duty on machinery and mill stores, 
beoause I think it eBaential that India should, in oourse of time, become self-supporting 
in the matter of supplies of both these items. Besides this the Customs duty on machinery 
only adds a oertain percentage to the total capital oosts, and will only affect dividends 
and that to a very small extent. . As for stores, I understand that some of them are 
already made in this oountry. and I do not see any reason why other items should not also 
be produoed in this country, and would not, therefore. remove such little impetus as the 
present duties may give to the production of various stores in India. The. millowners· 
oan best say what difference it makes to their cost. but I do not think it oan make any 
appreoiable difference sufficient to justify the sacrifice of the advantage I mention 
of above. 

97. I am strongly in favour of removal of company super-tax.· because I consider it 
an Ullfair double taxation and &8 tending to affeot the companies standing by reduction 
of the dividends that might otherwise be possible, and also &8 tending to disoouragement 
investmellt in industries. . 

98. I ruso think that.the toWn duty of rupee one per bale should go. It is aoting as 
aserio~nd I may even say Ullfair-handicap to the mill industry in this oity, and is 
also tending to drive away th\l OQtto1;! trade W' IIth!lr Dorts, where sucl! ~ dutv is no,* 
being l!lvied. • - .. ~ . .. <, 



too. I understand that the freights now charged are, in many cases, very Uluch higher 
than in 1913, and must act as a serious handicap on the industry 1Vhen it is lleing advised 
on every hand to bring down the cost of its products to the consumer. 

101. All I can say is that the Japanese Government pays extremely close attention 
to direct shipping facilities and low freights for Japanese products to their poBBible markets 
and I think thisll.as been a very important factor in the development of Japanese trade. 

102. If the efforts Japan has constantly made in this direction are any guide, Japan 
finds it a very paying proposition to have trade commissioners at all important points 
abroad, and I am inclined to think India would benefit by following Japan's example. 

104. In my opiuion there should be a two-fold duty •. 

(1) an additional duty of 12i per cent. on all imports to counteract the advantage 
that the raising of the Exchange from 16d. to ISd. gives to our foreign competitors. 

-f2) a duty equal to the depreciation of the exchanges of the exporting c~wi.tries from 
their pre-war gold par. . .' 

(This may seem too drastid for countries like Belgium, France or Italy. Therefore 
Government might make the paritf of, say, 1921 with gold as the basis). 

The second will not affect our most important competitor to.day, viz., Japan, because 
their currency is now practically at gold par; but they have not yet reverted to a real gold 
standard with free movements of gold, and there ill, therefore, still the danger that their 
currency might be allowed to be once more depreciated if it suits. the policy of those in 
charge of ihe destiuies of that country. I would like to remark that some of the most 
level-headed Japanese business·men have been themselves urging on their Government 
an early return to the gold standard, but so far without success. 

105. Both the above measures will ha,.ve to be permanent. The first must be perman
ent, because it seems to be the declared policy of the Government to put the level of Indio 
exchange permanently 12i per cent. over pre-war. The second will also have to be 
permanent, although it may not be operative if there are no longer any countries with 
depreciated currencies, but it will continue to act as a great safeguard to the industries 
of -this country against a renewed depreciation of any foreign' currencies. 

106. Cotton, the material of yam and cloth, fluctuates so much year by year that any 
increase due to the duties suggested above is not likely to make any important difference 
to the ultimate consumer who will go en buying his few yards of cloth when he nebds them 
whether tho price is an anna per yard here or there. Again the total expenditure on cloth 
apart from what may be needed for important Rocial events, would not be such as to make' 
any appreciable di1Ieren2e to the total cost olliving of the middle or lower claBBes. 

(I may add thai I consider argument underlying this talk of burden on the consumer 
to be entirely fallacious although it has been frequently advanced in this country and 
elsewhere. If it was true, negroes in the wilds of Africa, with no tariffs to trouble 
them, ought to be the happiest of human beings and the people of tariff-ridden countries 
like America, Germany or Japan ougb.t to be the most miserable and·the most to'be 
pitied). 
109. The duty should beJevied, even if it increases the price to the consumer, because 

it is of the greatest interest to every one in the coUntry that such an important industry' 
should not go under, and, as I have already said above, the sacrifice by the individual 
consumer towards this object will be comparatively trivial and the principle has been 
openly accepted by England in its various" safeguarding of industries" proposals. 

108. I consider that themdustry is sufficiently developed in the country to keep down 
pric~ to a reasonable level through internal competition alone. 

Ill. I do not tbink the increase in duty will act as a restriction on consumption. It 
might act to some slight extent in tho direction of larger consumption of cheaper 
qualities. 

112. I do not think the position will be as suggested in this question; qualities required 
by di1Ierent markets are generally different and the demand for those markets is even 
to·day being fully supplied, and such markets are not at present starved of·supplies on 
account of tbe imports into India. Therefore I do not think there will be any appreciable 
diversion. 

113. At present, yarn is taxed at 5 per cent. and cloth at 11 per cent. and the hand. 
loom industry has therefore an advantage of 6 per cent. In the future the hand loom 
industry will continue to have the ~ame amount of advantage if the addit,ional duties 
are on the lines indicated in my reply to question 104, and, therefore there will not be 
any new handicap on the hand·loom industry. . ' 
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114. As I understand the meaning of a scientific tariff, it means a. tariff levied on 
particular kinds of manufacture in a way and to an extent to-encourage that particular 
manufacture in this country. It would consequently mean different rates of duty on 
diff!)rent kinds of yam or different kinds of cloth to countervail the handicaps, which the 
climate or other local factorR may impose on the manufacture of that particular product, 
and the duties would be calculated in a way to give a reasonable profit on the manufacture" 
of that particular article, and thereby to lead to the effective establishment of the manu. 
facture of such article in this country. To-day the problem before your Board,is not a 
question of encouraging the manufacture of things which are already being manufactured 
in this country, but of saving manufactures already established, and able to hold their 
own under normal circumstances. Therefore, to my mind, the question of a scientific 
tariff does not arise. " " 

115. If the handicaps of adverse exchange factors are removed by additional duties 
as suggested in my reply to question 104, I am of opinion that our mills will be again able 
to hold their own against foreign competition. " 

B. Otket" 8ugge8tions 

116. I am not in favour of an export duty on cotton because in my opinion suc'h a 
duty will not increase the cost to the foreign buyer, but will reduce the price realised by 
the Indian producer, and may tend to wipe off the greater part of his profit on the 
cultivation of cotton, and discourage such cultivation. I would refer your Board to 
pages 114,to 116 of my " Exchange Fallacies Exposed" for a more detailed exp&.nation 
of the effects of such duty. " 

118. There are various directions in which it is possible to increase the present banking 
facilities to the industry. There are two parts of the problem, one, the financing np to 
the point of completion.of manufacture, and the other the financing from that point np to 
the time that it passes into the hands of the retail consumer. In countries more advanced 
than India in banking matters, the supplies of cotton or stores are covered by bills of 
exchange at 60 to 90 days sight, and the mill is, therefore, able to keep control over a 
~argesupply of the necessary cotton, etc., for its nearfuturerequirements without having 
to lock up capital. This is only made possible by the system of requirements which is in 
vogue in such countries. In India this is practically non-existent, and the Indian mill 
has to immediately put up all the cash necessary for its purchases. Many of the mills 
are able to get a part of the finance by means of cash credits from their bankers, but even 
so a large amount has to be found in their own cash for the necessary margin of 25 or 30 per 
cent." As already explained in a previous question, the conditions governing the supplies 
of Indian'cotton make it necessary to lay in practically a whole year's supply at least of the 
stapled cottons in the first two or three months, and this necessitates the lock"up of very 
large amounts of capital either by the mills themselves or their bankers, and necessarily 
puts a limitation on such financing, because even bankers are not able to lock up very 
large sums which would be nonliquid for want of a suitable re-discount market. Every 
mill of any size has also to carry fairly large stocks of cloth on account of the many 
qualities and also on account of their having to wait for the'right season for pllirticular 
qualities. This requires further finance, and has to b~ managed through the same cash 
credits. This position compels mills to insist on cash as soon as the due date comes 
round, beoause they are daily manufacturing more goods and have to see that their 
burden of finance of such goods is kept well within limits. The oonsequence is that if the 
money market position is at all difficult dealers are afraid to enter into forward com· 
mitments for fear of having to find money, at a time when the respective goods may not 
have been disposed of by them in their tum. It also restricts the facilities tb,at these 
dealers are able to give to their own customer-the small wholesaler in upcountry towns. 
In the case of Imported piece-goods the bank, which carries the bill, carries the goods up 
to maturity, and even after maturity frequently tums it into a loan with a small margin, 
so that the dealer in suoh imported goods is not as closely pressed for finance 'as the dealer 
in local goods, and this results in freer dealings in imported goods, because the dealer in 
such goods is confident that the importing office will carry them for him, and allow him 
to take away and pay for a few bales every now and then as he may want them. , 

The dealers find it difficult to finance their holdings of local goods with banks, because 
the goods are kept in the respective godowns of the dealers, and loan has to be made on 
the desoription of the goods as the dealer may give it, and the banks are, therefore, unable 
to lend money freely because it becomes more an advance on the honesty and good faith 
of the party borrowing than on the merchandise itself. In other countries, one solution 
of this problem has been the oreation of independent warehouse companies with substan. 
tial capitals. who take charge of such goods and warehouse them. and whose ware~ou~e 
warrants are then rea~y accepted by any bank as collateral for advances. I think 11; 
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high time that this question should be more closely studied by Government, because it 
haa a very important bearing on the finance of all our intema1 trade. 

119. I am not aware of any such organization of millowners in any country for co·ope· 
rativepurchasea of cotton, machinery, mill stores, etc., or for the standardization of linea 
and prices except for a recent attempt in Belgium. I do not think that this" even if 
feasihle. will really solve any of the present difficulties because, the agents, being powerful 
merchant houses, generally get as good rates as any such organiz8ltion is likely to get. In . 
fact, in cotton, such an organimtion might even be dangerous, because such an importapt 
buyer would he very closely watched and would find it very difficult to operate to 
advantage, particularly when supplies may not be ample. 

120. My information is that, up to now, the margin of profit on higher counts has been 
much poorer than that on coarser counts, and unless Government takes action on the 
linea of a scientific tariff to actively fostel' the manufacture of sll'Ch counts, it will not be 
poBBible to hope for important developments in this direction, nor woqld that be any 
solution of the present difficulties. ' 
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Witness No. 60 

Mr. B. F. MAD ON, BOMBAY. 

Oral evidence recorded at Bombay on the ZOth October, 1926 

Prendent.-I propose to leave Mr. Subba Rao to deal With the general question of 
exchange, Mr. Madon. But, there are one or two preliminary questions I should like 
to ask. I take it that you would agree that Japan is not now a country with a depreciated 
exchange as compared with India? 

A. Not depreciated; but India has appreciated. 
. Q. You would agree that·there is no special'reason for discrimination against Japan 
at the present moment on the ground of exchange? . . . . 

A. No, but with one proviso that; even to-day, Japan has not got itself establishf!d on 
the gold standard. It is st.ffi hesitating and there is no knowing. when it may slide back. 
It is not quite up to par. The par is ~4!d. 

Q. 136 rupees per 100 year. . 
A. Do not please talk in.rupees. .There you will again come up against the difficulty 

of the appreciation of the rupee. The best thing will be, if you will permit me to put it 
in that way, to take the currencies of India and Japan both in the sterling value, which 
means gold value. Theta the gold value of the yen is 24-58d. and today Japan is still 
only at abollt 24'05 or something like that. It has not yet reached par and the Govern
ment is still hesitating. We may. take it that no action is necessary to-day but it may 

. be again necessary in the future but all such action should depend only on the disparity 
between the gold parity and whatever its actual parity may i>Jl. 

Q. You go on to say that' India is handicapped against both, and, to a very serious 
extent, as against Japan alone_' 

A. When WB are talking of the depreciated exchange. The point is, Sir, taking Japan 
with her depreciated exchange even to day, which is about 3 per cent. below par, and 
when I was writing I believe it was 5 or 6 per cent. below par ..•.• 

Q. Three per cent? 
A. Say 2 per cent. if you like. 24'58 is the par and if we are at 24, it means -58 

depreciation. Is is roughly 2 per cent. 

Q. You can hardly call that a • serious extent.' 
A. Not against English currency. But when you. look at the 121 per cent. appreciation 

in India, it means altogether a 141 per cent. difference on account of exchange alone. 

Q. I am not quite clear about the concrete example you give us, Mr. Madon. 
A. If you tell me what your difficulties are, I will try to explain. 

Q. My difficulty is this_ 'You mention the case of mill A in one country and mill B in 
another country and you say that' assuming that 10 per cent. is considered a reasonable 
return on such a venture, then the mill in country A must distrihute £10,000 in order to 
keep its shares at par. The mill in country B distributes t~ same amount in currency 
as before, but it will represent ouly £8,000 in gold, and to that extent makes it 
easier for it to compete with the concern in country A, because it could afford to do with 
£2,000 less profit.' ' 

A. Yes. What is the diffioulty there! 

Q. The difficulty is how does that apply unless they are both buying something in gold' 
. If mill B is distributing 10 per oent. in its own ourrency and buying nothing from outside. 
is it not then in the same position relatively as regards its own country as the mill in 
country A 2 - . 

A. We are not oomparing, I believe, a. mill which is not competing with Indi&- We are 
today considering the oase of mills in other countries whiuh are competing with Indi&
Then their sales depend on gold prices, not on their own currency; because outside one's 
own country, all prices are regulated in gold, whatever it may be in that particular 
country. So the mill in country A and the mill in country B, both will have to realise 
their prioes in ~rms of gold and then those prices will be changed into their respective 
currencies. If a country is on gold, there is no change; the gold amount is the currency 
amount. If the -currenoy is depreciated, the gold amount is one amount and the 
depreciated looal currenoy amount will be a much bigger amount. -



M,.. Suhba Rao.-With regard to your general rem.u.ks, are you not considering what 
may be called a temporary situation when prices have not been adjusted to the change in 
ra tea of exchange f ' 

A. 1& it your point that a temporary situation ,does not require a remedy 7 
Q. I did not say that. . , 
A. Unless you tackle that particular point clearly, you will not be able to arrive at the 

right solution. Plague, cholera or any other epidemic is a temporary thing. It PIIBSes 
away in three months or six months. But nobody on, earth should say that Government 
should not apply remedies for it. 

Q. I am not speaking of the remedy. You speak of certain effects,-gain to people. 
how the people are content to accept wages and so on. But all that is a temporary 
phase. ' 

A. Temporary until what f 
Q. Until the wages are. adjusted to the uew rates of exchange. 
A. Then the assumption is that wages are adjusted 7 
Q. You dispute that! . 
A. I dispute that, because the facts are otherwise. Just take Our own country. No 

adjustment of wages has been possible since 1924 in spite of an appreciation of exchange 
by 121 per cent. That is one instance. In J apa.n there was no adjustment of wages in 
spite of her depreciation of 20 per cent. and a.ppreciation back by nearly 20 peJ;.cent. 

Q. Surely there was a rise of wages in Ja.pan. ' 
A. We are only considering the mill industry, I suppose t 
Q. Yes. 
A. Then I think I ca.n tell you something tha.t may interest you. I am not giving any 

figures that are confidential. The Japa.nese Millowners are perhaps the most open- in
their transactions and they give more facts in their monthly and yearly publications than 
I have seen anywhere else in the world. This will interest you. 

(The witness handed over a typed sta.tement to the Board. Annexure A.) 
Now I will tell you what it means. The first column is the number of mills that were 

reporting in that- particular month. There is a monthly publication by the Japanese 
MiIlowners' Association-perha.ps you have seon that--in which they give the number of 
spindles, the number of looms, the output per spindle, the output per loom, the number 
of males a.nd females employed and so on. In that table every month they give the ave,,
age wage per man. 

p,.esident.:"'The Economic and Finsncial Annua.l of Japan gives the daily average wage 
of labour for a female cotton weaver a.s ·97 yen, whereas the figure in 1925 is 1·25 accord
ing to your figures. , -

A. The figures there would show some kind of change, but they are too general, 'J.'hey, 
apply to a grea.t many industries, sheltered and unsheltered. Naturally in unsheltered 
industries the changes in' wages are comparatively great. These figures I give are from 
the MiIlowners' Association's Report. So you can take these as authoritative. If you 
kindly look at the table'l have placed before you, you will see that in October 1922, with 
an exchange at 26d., the mill wage was 1·63 and if you come down to June 1924, with 
an exchange at 23d., you find it is 1· 62. If you come down stililowt9r, to May 1926, with 
an exchange of only 20d., you will find it is again 1· 63. Then if you come down to Decem
ber 1926, with an exchange slightly appreciated-21lcl.-it is 1·66, that is even higher 
than in 1922. 

Q. The rate does not get adjusted immediately to the change. 
A. My point is it has not been adjusted at all. The figures are authentic figures. They 

are not from my imagination. The adjustmentIl1&Y come in five 'or eight or ten years. 
I don't want to eay that if Japa.n gets depreciation for ten years:there won't be adjust
ment. My point is that adjustment comes very ta.rdily. When the worker finds that 
his wages won't go far enough, then he bcgins to grumble. 

My. Bubba Rao.-It was a question of la.bour knowing it and then secondly, labour 
asserting itself. I wail only discussing the general question of principle. The ra.te of -
exchange is not something independent of the level of prices in the country and the level 
of wages. If the rate sta.nds much higher than it ought to, it will go down or there 
will be a rise in wages. • • • • • , 

A. With regard to tha.t, I cannot accept tha.t general proposition, in which you wa.nt to 
spread over for a generation of 33 yea.rs, beca.use in no reasona.bly short period, one, two, 
three or four years, does it get itself adjusted. It ma.y interest the Boa.rd if I give 
something else. This is also official This is from the Report of what is ca.lled the Ba.l
four Committee in England on the Survey of Industrial Conditions, published in the Labour 
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Gazette bi AuglJ&V i926. There is a smaII note of what they said in their Repol't and this 
is something that might interest you. • Making these qualifications (which they explain 
earlier) the figures for June 1924 indicated that in New York and Ottawa the purchasing 
power of an hour's wages in-terms of food WIIB roughly double that in London, while at 
the other end of the sc&!&-Rome and Vienna.-the purch88ing power WIIB less than half 
that in London. ,The figureS for Paris and Berlin were each about two·thirds and that 
tor Brussels about three-fifths of the London figure. It is pointed out that the above 
estimates were bllBed on the intern&! purchaaing power and not on the extern&! exchange 
value of the loc&! currencies which in some CIIBes have differed materially from their 
internal value.' That will have a bearing on what Mr. Subba Roo wants to say, that 
exchange directly affects wages. . 

Q. I did not say directly. 

A. You may correct me. What happens is 'that the internal purch88ing power as it 
is called is not immediately adjusted to the external purchasing power, meaning the value 
of the currency in terms of foreign exchange. Sometimes it lags behind six months and 
sometimes six years. 1 will show you later on from }'rench figures that it has been lagging 
behind for the lllBt eight years. Then the next point stated here is • such information, 
however, as is obtainable from offici&! and unofficial sources makes it clear that in some 
,of the principal European countries with which Great Britain is in competition the gold 
value of wages is lower than that of British wages by an amount considerably exceeding 
the difference in their intern&! purchasing power.' That is, the wages in these countries 
have not come up to the level of the internal purchllBing power. They are lower even 
than that. . This margin of difference may be a factor of considerable economic interest 
since it must operate lIB an indirect premium on expol't in the case of countries with 
depreciating ourrency. ' . 

Now that is the point that this Board will have to bear in mind. H things adjust 
themselves in 20 or 60 or 100 years it will not help us in a solution of this qaestion. 
Whether they adjust themselves in six months, or a year, is the rea.! point, and I am 
trying to show that it is not the case. Then, if you will permit me I will show you some· 
thing else which shows that these adjustments are extremely tardy. (Annexure C.) 
1 tried to work out whether retail prices had adjusted themselves to exchange parity 
or at any rate near that parity. For that purpose I have merely worked out 
the figures of the last six months, from January to June, because the later 
figures were not available. My figures are from the Labour Gazette and so 
they are alI offici&!. I have taken the figures for eaoh month and worked out 
what the French price level ought to be and what it is. The position is this: Against a 
level of 870 as it should be, the actual was only 480 in January. In February, lIB against 
879 it was 496 ; in March lIB against 896, it WIIB 497 ; then lIB agaiilst 914, it WIIB 603 ; as 
against 971, 622; and lIB against 1062, it WIIB 644. It is practioally half of what it should 
be. The meaning of it is that the retail prices in France are far lower than would be 
justified by their exchange level. I would like to emphasiRe that it is the real 
price level, the cost of living index, which hllB a greater bearing on the workman's 
wages, than the wholesale prices in foreign trade which a workman does not understand 
and does not care for. Now, so long as the retail prices are kept down so low, the wages 
should also be kept down equally low or lower. Because what happens is that in the 
tussle between the e~ployer and the employee, the employer resists the increases of wages 
lIB long lIB he can, so that the wage increase does not come as rapidly as the rise in: the 
retail price level which again is far lower than what would be justified by the then situation 
of exchange. H I had my figures for July and August when the French exchange went 
up to the mad level of 260, the discrepancy would be stilI more glaring. This is for retail 
prices. I have then tried to show how far, year by year, wholesale prices had adjusted 
themselves in France to the wage level. I will explain why I a.m taking the case of France 
when we are discussing India and Japan. In the case of minorfiuctuations like those of 
India and Japan-comparatively minor-it is impossible to clearly see what happens. 
The cliBe of France is like a Rtudy under a magnifying glass where you will see your object 
magnified ten times and that is why the thing becomes much clearer to the observer. 
I tried to work out the wholesale prices. They were all supposed to be at a certain world 
parity. The exchange of France at par is 26 francs roughly. In 1918 with only a sligM 
appreciation of exchange, that is 28, the parity ought to have been 233 and France had 
actually come up to 206. 

Preaidenl.-What do you mean by 233 and 206 , 
A. I will explain. The French exchange is all the time in relation to the pound sterling. 

What I have taken is this. I took for comparison the wholesale price index of the United 
Kingdom and said to myself' let us work out on the French exchange and see whether 



the wholesale price level in France haaeome up very near that. It should be fairiy 
close.' That is ",hat I find in 1919-210 in the United Kingdom and 206 in France. 
That is the wholesale index number. 

Q. Whose index number were you taking ! . 
'A. The index number of Franoe as compared with that of England. 
Q. What index number f 
A. It is from the Bureau of. Labour Statistics. The authority will be the same. The 

index number in England was 210. With exchange at 28 in France it should have been 
233 in France, but.it was 206. Thus it was better than in England. In 1919 it was 
209 in England, and in France it should have been 340, but it was only 260. In the same 
way, working out year by year, it was in 1920,373 against 624 as it should be. In 1921 it 
was 306 as against 454 ; in 1922, 297 against 435; in 1923, 321 against 573. My point is 
that although it is assumed generally by studente 01 the subject that wha~ver may be 
the case with retail prices, wholesale prices do immediately get adjusted to the foreign 
exchange; it is also not quite correct. The wholesale prices do not get adjusted parti,
cularly when the fluctuations are very rapid; and retail prices, as I have shown you here, 
are very far from being adjusted. Year by year they fall very appreciably behind what 
they should be and so long as that is the case, wage earners in these countries do not 
feel the pinch because they are able to make their wages go a certain way and if not they 
say" the market has gone up, prices have gone up ". But they do not feel that iJ; is the 
exchange that is doing this, because the working classes in &ll countries are hardly in a 
position to understand these things. So what happens is that wages do not follow, even 
at a long distance, changes in retail prices and consequently much less can they follow 
the changes in wholesale prices on which we haae our whole argument on exchange 
.adjustment. 

Mr. Subba Rao.-Tha$is due to the absence of some organisation? When you get 
some organisation on both sides' • . 

A. What organisation have YOIl in mind? 
Mr. Subba Rao.-For example, there have been deliberate changes of wages in response 

to ch",nges in the cost of living index number. 
A. I may again point out that that was also a very makeshift arrangement-not at all 

satisfactory. England tried it in two different ways and both have been found unsatis. 
factory. I would not like to take the time of the Board, but I have got the London 
Times Trade Supplement report on both methods. Both. have been considered very 
unsatisfactory-one depending on the changes in the cost of living, the second on prices 
which the products of that particular industry were able to obtain, and both have been 
found extremely unsatisfactory. When the prices &l'8 poor the wage earners will claim 
that wages should be higher because the cost of living haa gone up. When prices are very 
good and the cost of living has not gone up the wage earners will claim that they ought to 
share in the general prosperity. So it is again ,a very good thing on paper, for theorists, 
but it is not at all a practical proposition. It haa not been found so in England. 

Q. Like all things, when tested in practice, it does not come up to expectations. How-
ever that is a point apart. . 

A. Yes, but this will explain why wages were not adjusted in Japan. 
Pr~nt.-Have you studied the case of Germany, Mr. Madon ! 
A. Yes, Sir. I am a fairly close student of all that is going on in commerce the world . 

over, but I cannot put forward the German case; because it is extremely complicated by 
their currency debacle. ' 

Q. Exaptly; that is the reason why I put· the question to you-whether there is at 
any rate a possibility that the French exchange'may go the same way as the German and 
you might not get your adjustment by that rough and ready method. 

A. In Germany the adjustment was & wholesale fraud on all creditors. Take a mill 
in Germany which had borrowedamillion marks as debentures in 1915, and the debentures 
had not been paid up. They fell due in 1923 and that company was able to give one 
pound sterling and say, here is the money-it was in fact that amount 20 times over in the 
depreciated currency of that day-because £1 was supposed to be something like 18 billion 
marks. So. purposely I have avoided putting forward all these German cases because 
there may lie so many complicated issues arising from it, but if you would like me to do so 

- I will just point out one thing that is curious, and that is again in the Labour Gazette •. 
Germany is also complaining to.day of unemployment and want of work and so on ever 
since she "as compelled to stabilise on gold. But the curious part of it is that their 
who!esale index number is far. below that of tl).e United Kingdom, the United States or 
Canada or India, and Germany should beat &ll the world and get all the export trade 
in its own hands, and it is not doing it. I am simply putting it to you, so that you, 
gentlemen, may appreciate that &ll these figures on which we base ourselves such as the 
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index numbers of wholesale prices are nothing more than a delusion. When you want to 
compare conditions in the same country for the same articles they are good no doubt, but 
if you try to compare different articles it won't hold good. 

Q. I am glad you have brought out that point. 
A. The same argument is being used in very high quarters. 

Mr. S~bba Rao.-We shall drop th~ general discussion and come to the effects of 
exchange as it ill now on the position of the cotton industry. 'Taking your answer to 
Question 4, you say the real difficulty is the twisting up of, costs and charges through 
exchange manipulation. Now, would you agree to this extent that the effect of the 
exchange on the industry is due to the fact that, while prices of the mill products have fa,llen 
the costs have not similarly fallen Y That I take to be the difficulty of the industry. 

A. Every item of costs. I would modify it like that. Every item of costs does not 
f&ll in the same proportion. ' 

Q. The total has not fallen t 
A. No. 
Pre8ident.-Do you agree that the total has not fallen! 
A. The total has fallen, but Mr. Subba Rao's point is that it has not fallen in the 

same proportion. 
Mr. Subba Rao.-While prices have f&llen the costs of the c(.rre.~ponding output have 

not fallen in proportion. That is the difficulty Y , , 
A. Yes, exactIy. 
Q. Therefore the millowners have got to incur 1088es~ because the expenses they incur 

actu&lly they oannot obtain in the shape of prices which have been pulled doW1,l .. ,t:hat is 
the argument. . 

A. I am afraid I would not put it that way. No producer is ever able to get prices 
always to cover the costs. So, that is not the way I would put it. 

Q. Is it not the just expectation of a producer to cover the expense of production with 
a margi n on the price he realises ! 

A. Exactly. 
Q. The difficulty is that he cannot do it. The price he gets is not equal to his 

expenses although expenses have broadly speaking fallen. Would that be a 'fair way of 
putting it Y . ' 

A. I would not compare with ,the price at all, because it may be that notwithstanding 
any change in exchange and notwithstanding the costs being in gold, as they were, the 
millowner may yet be unable to get his price. I would simply say that certain items 
of his co.qt have been 'appreoiated against him, 'and to that extent he is handicapped. 

Q. Let us compare thc costs as they were with exchange at Is. 411. &ond costs with 
exohange at lB. 6d. Would you say now that the costs at la. 6d. havE' not come down in 
proportion to the change of exchange from Is. 411. to lB. 1id.' They ought, to come 
down by 121 per cent. They have not come down by 121 per cent. 

A. Over each item? Do not put it too generally; because I do not want to commit 
myself to geoneral statements. I would say every item of cost has not come down 
proportionately. , 

Q. After all the millowner is concerned with the total expenditure. Is the total now 
the same as before or lower or higher than before Y 

A. In terms of gold it would be higher than before. 
Q. I am just now speaking of rupee prices. 
A. I cannot speak like that. The rupee is most misleading. It is a cE'rtain name that 

Government has given to a oertain number of grains of gold. I would not use the word 
• rupee'. I would say that in terms of gold the cost has increased. That is the correct 
way to put it. The word' rupee' is absolutely misleading. 

; 

Q. Are we not selling in rupees and buying in rupees t 
A. That is the unfortunate part of it. 
Q. Does every millowner when working up ~ cost convert every item into gold .nd 

see if he is losing or not t 
A. That is the beauty of the gold exchange standard. He does not understand. But 

if you state the thing as an expert, you have got to view the question in terms of gold. 
Otherwise it is not the oorrect way to look at it. 

Q. If you are selling your output in foreign countries, I can understand it. 
A. In Indian markets we have to compete with foreign goods and then all competition 

practically t';1ms into competition in terms of gold. -
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Q. Are not these imported goods Bold here in terms of rupees ! ' 
A. If you will permit me, every competing article, Indian, Japanese or Manchester, of 

the a&me qu&l.ity and oJass will compete at a point in terms of gold, and if Manchester is 
content to take Re. 13-5-0 for that it will be content because it gets full value. Then the 
Indian mill also will have to accept Re. 13-5-0, and the Japanese also. The Japanese 
will not be hurt because they will be able to convert it into their currency. The Indian 
will be hurt. because instead of Re. 15 he will get Rs. 13-5-0. 

Q. Therefore, whereas he got Re. 15 before he is now getting Rs. 13-5-0, and his costs 
have not faIlen f· .. . 

A. Quite. In terms of gold. Because that is the whole thing. It is no use saying 
that the cost haa not fallen. Pleaee speak in terms of gold. • 

Q. Converted into gold! 
A. Take it that the cost has not f&llen in terms of rupees. 
Q. I want to know to what extent you hold the fall in price of some items has affected 

the total! . 
A. I think your Committee might find it out much better than i can. I do not know 

whether you have got the second part of my book. If you will kindly look -at page 130, 
I have tried to show there all the items or practically all the items which go to constitute 
the cost of the product, i.e., of a piece of cloth, and I have put down there raw material, 
atoms, power, labour, depreciation, interest charges, rates and taxes, insurance and excise 
duty~ course excise is noll there now-and then if there is any.margin, the last item, 
profit. Now, I cannot give you figures in rupees, annas Rnd pies of each of these items, 
but I would like you genm-ally to see my point. On page 131 I remark that items 1 and 
2--i'aw material and stores-will be automatically reduced 121 per cent. 

Q. And they conat/tute about 65 to 67 per cent. ? 
A. My impression is 50 to 55 per cent.,but you can take the figures from the millowners 

I tried to do it. In one place I did it and I have there taken the actual balance sheet of 
a particular Indian mill-I do not want to mention the name. Then, power cannot be 
reduced, labour cost cannot be easily reduced-in fact they have not been reduced in 
the laet 21 years. Depreciation cannot be reduced because on the hooks the company 
has spent 20 lakhs of rupees and it has got to provide depreciation at, say, 5 per cent. and 
goes on doing 80.' Interest oharges will not be reduced in the case of debentures; That 
is a long term debt and will be actually increased in the case of working capital money. 
I have explained later on that interest charge will be increased because the credit of the 
company becomes weaker. Then, rates and taxes and insurance cannot be appreciably 
reduced. -

PresUknt.-Why not insurance, Mr. Madon! 
.A. Because insuranoes are on block values. 

Q. The point I waa going to raise was whether it is not the case that many of the mills 
are insured or at any rate re-iruiured with insurance companies outside India, and to that 
extent would not the cost be reduced? 

A. The rates charged are on so many lakhs of rupees at a quarter or half per cent. 
Supposing I am a millown~ and I approach the Royal Insurance Company and want to 
insure a sum, they quote a quarter or half per cent. It does not matter what the exchange 
is unless I write down my block account by 121 per cent, because the exchange has changed: 
Then I would naturally reduce my amount of insnrance; otherwise I cannot do it. 

Q. I would like to be perfectly" clear. You say the premium would not be fixed in 
sterling. . . 

A. No. it would be in rupees. The basis is so much per cent. The insurance 
premium is so much per cent. If the capital amount is in rupees the premium will be 
!n rupees. . 
. Q. It is not as in the case of Life Insurance where the rate quoted is in sterling' 

A. You can ask any company to insure for £600 instead of for Rs. 1,000.· Then I think 
the premium would be in pounds. The risk then will be whether those pounds will cover 
the block account jf the insurance money has to be realised. Then I have shown the last 
item-profits. That is perhaps the one item which could be received to an unlimited extent 
and it may even be a min'U/I quantity. Then, if my remarks are considered to be sound. 
the cost of power is not capable of reduction, depreciation is not, interest is not, rates 
and taxes not; insurance might, but as you will appreciate if it is Re. 25,000 or Re. 50,000 
for a crore worth insurance, then a little reduction in that will not help the mill very muoh. 
Then the only two items that we have in which any considerable reduction can be made· 
to make up for the want of reduction in the other items which are inelastio would be 
labour and p1Vlit4. NQw, labour aI$o 118 you .ll know by experience cannot be reduoed. 
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, Tha.t is why they have to fall book on the last item.:.....profits. The millowne1'8 do not do 
it willingly, but, then, eoonomio forces are working, and the one item which could be 
pressed down is being pressed down. That is why mills are making poor profits Qr: 
losses..· - . 

Mr. Subba RtJO.-You say some items in costs are capable of reduction. That is about 
50 to 55 por cent? 

A. That is my impression. 
_ Q. Therefore the 121 per cent. loss would come down to about 6 per cent. 

A. Not at all. The loss would not come down like that. Supposing the total here is- a 
crore of rupees on all, including cotton, stores and other things. The profit item would be 

. perhaps 10 lakhs; perhaps not. Because I would not like to answer the question in a 
manner which might ultimately prove tha.t I have given a very misll'ading answer. If 
you say that the total loss is 61 per cent. of the gross price.. • • . -

Q. Speaking of the cost of production, it does not include profits , 
A. The cost of production you will have to define very clearly; we talk in a vague way 

about the cost of production. Sometimes we mean the tota.! gross cost. In that case 
we mean the raw materia.I, stores, labour and other charges. So, if you speak of the cost 
of manufacture, that is say, 45 per cent, according to me, of the gross, and 121 per cent. 
of that ...... 

Q. I am speaking of the toW costs without including profits and then of that entity the 
~tems that are capable of reduction oome to about 50 per cent. 

A. Yes, put it that way. -

Q. Therefore in that case a reduotion of 121 per oent. ought to work out to 61 per cent. 
about' 

A, Yes. 
Q. Therefore the mills just now according to your own calculation have got a burden 

of 6 per cent. as a result of the rise in exchange. Then you mentioned the abolition in 
the excise duty last December. So the present position would be a burden of at the most 
of 21 per cent. . 

A. I doubt that. Because the excise duty had practically to be given away to the 
oonsumer. 

Q. May I in that case read to you Sir Viotor Bassoon's opinion in that matter! He 
represented the Millowne1'8' point of view. It is in answer to a question about the ad. 
vantage of Is. 4d. exchange to the mill industry. And he answered, .. At the present 
moment as you know, Sir, the excise has been removed and therefore this would obviously 
appear to be a distiuot advantage to the mill industry not necessarily from the point of' 
view that they are going to make more but that they can sell at a lower price by its removal. 
I have worked out the differenoe between the present Is. 6d. rate and Is. 4d. rate as a very 
little less than the exoise duty. So to.day with the excise removed all we are getting 
is I think. 03 per oent. advantage over what we would have had if the exoise had been left 
OR and we had our lB. 4d. gold as we had last year." 

A. I am afraid unless I have time to go into these figures very carefully I cannot accept 
that position. But I would put to you genera.lly that if labour cannot be reduced and 
other t,hings ('.annot be reduoed, whatever the percentage, though there is a reduction of 31 
per oent., then the remaining 21 per cent. where does it come from! From the remaining 
profit. That is why profit is reduced. 

Q. I do not thinli: Sir Victor meant to include profits at a.!1. 
A. I do not know what he meant to inolude. I point out how I look at it. 

Q. Any ohange oaused by the Is. 6d. exohange has been nullified by the remova.! of the 
exoise duty! 

A. I cannot agree to that unless I have an opportunity of going in detail into it. 

Q. I take your figures on the one side and Sir Viotor Bassoon's on the other. 
A. You say 50 per cent. is the manufacturing oost and 121 per cent. on the manufacturing 

oost would be 6 per cent. Then you want me to aooept that. the._ 31 per c~t. excise duty 
goes 011. Then the only burden is 21 per cent. 

Q. Aooording to your own figures. 
A. Provided I aocept your definition of the excise duty. But taking 21 per oent., it 

oan only oome out from the last item, profits. It has got nowhere else to come from. 
Then you will have to get the evidence of the millowners toshowwhA.tistheordinary 
margin t.hat they oan get. I can tell you this that when oloUI, was supposed to b~ 
Re. 1·4·0. one of your members who is a millowner..... . -
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PruidenJ.-We have no milIowners on the Board. 
A. Or a gentlelIl&l1 who works a miU~I mean Mr.- Majmudar-is likely to know. 

On 20 ann&8 they were making 2 allll8B. To.day perhaps on 16 &rulas the best miIIs 
are III&king 1 or 11 ann&S or nothing. So 6, 8 or 10 per cent. or whatever is supposed 
to be the net margin goes to make up for the loss on the other items. 

Mr. SulJba Rao.-I w:.s not questioning the fact'they are making losses now. I want 
to know the actual amount by which the change in exchange has twisted up costs and 
charges, or in other words, has not allowed the COAt to come down in proportion to the 
fall in price. . . 

A. But the E'xoise duty is not there. To-day costs are twisted up on every item which 
is ineiaAtie. Whether you set the excise duty against it or not is for you to decide: 

Q. We are merely speaking of the relative burden on the cotton industry-the position' 
somewhere about October 1925 as compared with the present position. I do not mean to 
suggest that the abolition of the excise duty should be now set off by anything else. . 

A. As 110 matter of fact when the excise duty was taken off many miIIs which had con
tracts pending were compelled to reduce their contract prices for delivery by the amount 
of the duty. They were not able to get a pie out of it. 

Preaident.-Why was -that f 
A. Because the excise duty was not supposed to be the mill's profit but something 

Government took. And I understand though I cannot give you cha,pter and verse 
but I was told by a gentleman connected with a mill that it was part of the understanding 
that the excise duty if at all it came off should go to the buyer and not to the mill. \ 

Q. I though!; the whole object of the Millowners' agitation for the removal of the 
exci.'!! duty was to enable them to avoid making a cut of III per cent. in wages. If they 
had to p&88 on the 111 per cent. to the consumer I do not see how it could· benefit them. 

A. They had the feeling that the excise duty had to go. They did not appreciate 
that prices had to come down m. the same proportion, but that has been the actual reSult. 
That is why they are st.iJI feeling the pinch. If it was as Mr. Subba. Rao put it; then 
most probably the Millowners would not have troubled you. 

Q. There again I should like your views. The Millowners have stated that their 
prices are determined by their competitors, the price at which they can sell yarn or cloth 
is determined by the price at which Japanese stuff is coming into this country? 

A.Yes. . 
" Q. The removal of the 31 per cent. duty did not affect the Japanese prices in any way. 

A. It would enable local mills to sell cheaper. 
Q. Quite so. If the removal of the 31 per cent duty was followed by a reductiop in. 

prices, it would seem that the argument that prices are determined by Japan6l!e com
petition is fallacious as the Japanesll competition had nothing to do with the removal 
of the excise duty. ' 

A. If Japanese prices had remained where they were. But what happens in sucb 
cases is that everyone whether a foreign manufacturer or a local mlJonufacturer; everyone 
wants to sell, and most probably the Japanese have had to cut down the pride in order 
to meet Indian competition. 

Q. But was it done' 
A. After the removal of the excise duty. Until then the position was different. 

Mr. SulJba Rao.-At the time the millown~ made the promise that they would not 
reduce wages they certainly were undcr the impression that they would not pass on this 
reduction in duty to the consumers' ' 

A. I do not know what impression they were under. I am not talking of the milIQwner. 
1 am not a milIowner. 1. am onll' a merchant .. 

Q. If it were merely' to be passed on to the consumer it was curious for them.to make 
a promise like that , 

A. Many of them were not economists, Sir. 

President.-There is one more point on exchange that I should like to discuss with 
you, Mr. Madon. The whole of the argument before us seems to ,me to proceed on this 
basis. We have heard a great deal about depression being due to the lB. 6d. exchange. 
Isn't it rather looking .to the future rather than to the past, My ppint is that the de
pl'eBsion set in according to the figures furnished to us in 1923. Practically throughout 
the whole of 1923 exchange was not much over lB. 4d. Therefore I cannot 
quite Bee •••••• 

A. I will explain if you will kindly give me that book of mine. .. Indian Exchange 
Problem". lao 6d. is merely the result of several years of exchangQ manipulatiOn which 
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entailed deflation and contraction of currency, and that is one time-honoured method of 
doing these things, and that hM been in operation ever since, I may say, 1921-22, but the 
effects were not clear in the early days. If you will permit, I shall quote from Professor 
Jevons. In 1922 exchange WM not at 16d. gold; it WII<! about 14td gold and then this 
gentleman came out with a book advising Government to try and stabiIise at 16d_ gold 
and then he went on to explain the consequences if a heavy fall of prices were to 
occur M a result of this. As you will see quoted'on page 35 he says: • Such a tremendous 
fall of prioes while welcome enough to those in receipt of fixed incomes would spell ruin and 
hardship for millions of cultivators, would keep Indian industries in a state of depression 
for several years and would place an undue burden on all debtors including the state 
itself and disorganise the public finances'. Then, if you turn to the next page, you will 
find him saying' Bankers and financiers, and most business men, dislike the process of 
deflation, because it involves an abnormal lightening of the money market, the forced 
realisation of stocks of goods, and a fall of commodity prices. Loans become more 
difficult to obtain or renew, and at the same time the seourity of existing commercial 
loans or paper depreciates. Bankers naturally have a· very anxious time; and if they 
do not work in co-operation,and with the support of a central institution like the Imperial 
Bank or if need be of Government, a commercial crisis is possible. In any case, there are 
bound to be some suspensions of commercial firms'. We have seen thousands of the~ 
He goes on to say' This has ahvays happened in England and America when deflation 
h&$ set in after a boom. It is, in fact, a necessary pre-requisite to the restoration of a 
healthy condition of markets and trade," • The whole question is one of .. degree. 
It would be disMtrous to create a first class oommercial crisis by any well-meant 
attempt to support exchange.. But, if the banks have timely warning,_ and the spirit 
of consultation and co-operation between all parties prevails the difficult but necessary 
period of financial reconstruction can be safely pused through, • I repeat that 
the whole question is one of degree. Sir Malcolm Hailey appears to be seized with 
undue alarm at the possible results of' deflation and to under-estimate its positive 
advantages. If ever there WM a time when deflation WM needed, it is now, 
and I see no reMon to believe that it will become any easier as time flows on.' Then 
he gives a great deal of advice about purging. It is always open to a doctor to SlI.y th~t, 
because the medicine hM got to be taken by somebody else. In quoting Prof. Jevons 
I am trying to ans~er your question. You said that exchange was 16d. in 1924 and ISd. 
only a year ago, then why did claim that all this depression and so on which we notioed 
even in 1923 is due to ISd. The answe,t' to that is that it was this process that was going 
on. Government could have stopped with 18. 4d. in 1924 and stopped further serious losses 
to the industry. Whatever happened did happen. Government went on to ISd. So in 
the meantime there was further destructien of credit, destruction of the financial fabrio 
all liver the oountry. It is no use looking at the Imperial Bank'A balances because they 
are the ultimate reservoir of bankers. When bankers do not want to lend they put 
the money in 8. safe place. \ But everY dealer in almost every line of business.-I am con
nected with both export and import business-complains of want of resources upcountry~ 
hand to mouth buying, difficulty of collecting money, and all that kind of thing for 
the last three or four years and that is naturally re-acting on the miIlowners because 
if there is hand to mouth buying, stocks collect in the hands of the manufacturer. 
There is no other way out of it. .. . 

PreBident.-Do you consider there would have been no depression in the industry if 
the rupee had been st8.blised at 18. 4d. in 1923 or that stablisation then would have 
minimised the depression' 

A. I say. ~nimised, Sir. 

Raja Han KiBha1l Kaul.-Did the Japanese out down their prices by 31 per cent. after 
the abolition of the exoise duty? 

A. It is very diffioult to say that, because what happens in trade is that a buyer comes 
to the Japanese offoe and offers, say, Rs. 11; and the Japanese office quotes Rs. 12. A 
few days later the buyer will say I won't give more than Rs. 11, and the Japanese office 
quotes Rs. 11 or Rs. 11-8-0. So you oannot say that a partioular reduction is due to 
the abolition of the exoise duty. If you ask the Japanese merchant he will say that he 
knows nothing about the excise duty. He ~ill simply attribute it to the result of 
competition. He would not know that it is due to the exoise duty. : ~ ';; 

Q. We have besn told that the Japanese reduoed their prices by 31 per cent. when the' . 
exoise duty was abolished. : 

A. The prioes were reduced. But I would not put it in that way, that the Japanese 
did it with a purpose, M a counter-blast to the removal of the 31 per cent. duty. WIIat l . 
say is that it WI\8 the result of the ordinarr trade oompetitiol\, ' , .' '. 
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Q. Were not the loca.l mills trying to reduce their prices in order to sell their good .. 
in preference to Ja.pa.nese goods a.nd the Ja.pa.nese also bringing down their prices in order 
to compete with the India.n mill ma.de cloth? -

A. The position is ra.ther complica.ted. Ii is not tha.t the liidia.n millowners a.re trying 
to reduce the prices or tha.t the Ja.pa.nese prices might cut out a.nybody. Wha.t I ha.ve' 
quoted just now from Prof. Jevons will shQw you tha.t when fina.ncia.l conditions become
difficult and oonfidence is destroyed, and buyers, whether wholesa.le or reta.ll, won't 
operate a.t all or opera.te on a. minor sca.le, stocks in the ma.nufacturers' ha.nds tend to 
accumulate. Then, a.s they also ca.nnot get adequa.te fina.nce owing to difficult times, they 
are forced to put their goods in the markets. It is the forcing of the goods on the ma.rket 
which is the correct description of the phenomenon a.nd not that intentiona.llya. partioula.r 
mill or a. group of mills try to cut their prices, simply to cut the J a.pa.nese out. The 
Indian merchants and ma.nufacturers a.re forced to do it by the currency ma.nipula.tiona 
and the consequent money conditions, in order to meet their own lia.bilities. 

Q. You know the a.bolition of the excise duty wa.s counterba.la.nced·by the increase. 
in wa.ges, so tha.t 80 fa.r a.s the middlemen are concerned, they ga.ve awa.y-wha.t they 
Teceived from the Government by way of remission, a.nd therefo~ they had .nothing 
up their sleeves to reduce their prices further. 

A. I see your point. 
Q. I want to know how the Ja.panese ha.ve been able to reduce by 3i per cent. 
A. I would not put it that wa.y. I will aimply sa.y tha.t when the prices went down. 

here, the Ja.panese met the competition by reducing their prioes. 

Q. Were not the prices going down on account of other causes? 
A. In trade it is extremely difficult to analyse the ca.uses. It is very difficult. 

Preaident.-You speak of niills being forced into liqnida.tion. .Ha.ve there been many' 
0_ of that kind 1 Which were you thinking of ? 

A. Well, Sir, if you think tha.t out of the existing number of mills unless 50 or 100-
mills go into liqnida.tion, it is not a, sufficient number of ca.ses ••.•.• 

Q. I want to know how msuy cases there were. I am not ta.king a.n arithmeticaI. 
test a.t a.Jl. . 

A. There have been more ca.ses in the la.st two yea.rs than there haabeen in the pre. 
vious five or ten yea.rs, and the only period with which you ca.n compare is the period: 
from 1897 to 1902 to which the Millowners themselves refer in their first representa.tion~ 
although they do not appreciate that tha.t a.ga.in wa.s also exchange manipulation. 

Q. The Millownllrs ga.ve us five ca.se., a.s a ma.tter of fact. 
A. I do not know which five they ha.ve given. 

Q. Pla.net, Gold Mohur, Jivra.j Balloo, Diamond and Hongkong. 
A. That is in Bomba.y only. Nothing up.country? 

Q. No. . 
A. There a.re other mills in Bomba.y that are in compara.tively small hands tha.t are 

shut down. I do not know whether they ha.ve given their names. I ca.n only sa.y this, 
that the only pa.ra.Jlel tha.t I know of is the period, 1897·1902, to which the Millowne~ 
themselves refer in their first representa.tion. 

Q. Tha.t Wa.s when Government were ma.king efforts to sta.bilise at lao i'd. ? 
A. Yes. Then the rupee wa.s actually worth 10d. or lld. and Government wa.nted to. 

stabilise a.t 16d. and for five years, from 1894 onwa.rds; there wa.s that same effort at 
contra.ction of currency in va.rious ways, or you might put it as refusa.l of necessary' 
expansion, and the time came in 1898 when money could not be borrowed on gold bars 
and it could not be borrowed even at 13 per cent. on Government pa.per. That is on 
the records of the Fowler Committee. We were very near it in 1924 when the effective 
rate was 9 per cent. But therefrom Government had lea.rnt its business, a.nd 80 further; 
currency was tempora.rily introduced a.ga.inst deposit of sterling and we just evaded a.. 
very critica.l period. -

Q. Yon say • you dQ not think chea.per ra.w cotton will mean prosperity, beca.use it will 
further impoverish the principa.l customers of the loca.l mill industry'. Cheaper ra.w cotton 
will mea.n chea.per cloth and would not tha.t stimulate'consumption? 

A. I do not &gree with tha.t. I know tha.t would be the view to ta.ke at first sight, 
that f;Jle moment a thing is chea.p it will sell more. It 8011 depends whether the buyer 
of tha.t cheap thing ha.s got money in his pocket. If he ha.s no money, he does not buy 
it. Mere cheapness is not thE' criterion of good sales or an index of good sa.les. . 

lIO Y 422-4 
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Q. Alter all the cultivators of cotton are only a smalf proportion of the total cultivating 
population of India! 

_4.. It is 14 per cent. o.f the total ~reage. B~t it is not ~erely the pc;rcentage of acreage 
that has got to be co~dered. It 18 the most 1lIlportant lncome crop ln, I believe, seven 
~)Ut of the eleven provinces. in India; and when tha.t income is wiped off, what happens 
18 th&t the cultivator who depends on that cash income for his CMh liabilities such as 
&!8essment, p&yments to sowcars and other sundry purchasea in the bazaar, becomes 
broken and cannot go on. .. 

Q. Dealing with the question of internal competition you say" a shortage of 10 per 
'cent. frequently leads to rise in prices of as mucn as 100 per cent. and even more." 

A. That is a fact. Th&t is a commercial fact. 

. Q. I was about to ask you whether, if that is so, and if the Millowners in India were 
to combine and reduce their production by 10 per cent., they could not secure an increase 
af 100 per cent. in prices. . 

A. If thby had a protected market--& sufficiently protected market-to prevent 
foreigners butting in with cheaper goods. Because, otherwise, what will happen is 
that on the one hand by reducing their production, the cost per unit would incre.ase, 
m&king it more difficult to sell except &t higher prices. On the other hand the 
foreigner will come'in. 

Q. It will take some time for the foreigner to fill up the gap. 
A. It would not lie difficult as things are to-d&Y. Such things will not take an ap_ 

preciable time. It is not that the goods should be actually on the shelves of the cloth 
merch&nts. ~e moment an import house makes & contr&ct 5 per cent. che&per th&n it 
did yesterd&y, the thing has &n effect on the m&rket. It is not & question of the goods 
coming in physic&lly into the country and going into t.he shelves of the merchants. It 
has &n immedi&te effect. If it interests you, I m&y just mention th&t in 1924 whe&t 
prices in Amedc& &nd all over the world more or less in parity went up from 1 dolI&r to 
2 dolI&rs 15 cents, 115 per cent. higher, and it was found at the end of the year th&t 
there was no shortage The thing is highly psychological. A sm&1l increase or a 
1Imall shortage in supplies has a great effect. 

Mr. 8ubba Rao.-In answer to Question 14, you speak of mills diverting' their 100UlS 
to other qualities thus affecting the market in those qualities in their turn.' Are you 
thinking of any special lines? . 

A. I m&y again explain that I am not connected with any of the mills and don't give 
these facts from an inside knowledge. I only do it as a student of economics and as a 
merchant. Suppose a quality of shootings or drills is being sold by a mill and it finds 
that that particular quality cannot go because of the competition of lome other quality 
that is imported by Japanese or other foreign competitors. Then, it has got to shut 
down those looms and.put those looms on other qualities which it is already producing 
and that puts pressure on other qUlI.lities. 

Q. Do you know if it is done as a matter of fact! 
A. Most prob&bly. I am' merely speaking of what should h&ppen. I am fairly 

confident that this does h&ppen, because that is the thing which an average mill m&nager 
has got to think of. He has got to think of things that can sell. 

Q. But you are not aware of any specific instances' 
A. No; I cannot give you any. 
Pruident.-':"With reference to the question of mill management, in your reply to 

Question 40, you S&y .. Engl&nd is similarly charged with inefficiency in the past two 
years, and unemployment there and practically no unemployment in France, Belgium 
ar Italy &re put down by many superficial observers to this c&use when the root cause is 
the depreciated currencies of the latter countries." I take it you do not consider that 
th&t state of affairs is going to continue! 

A. My point W&s th&t for the time being it is so.' Here is a report of an expert 
oommittee employed by the Government of France to recommend what they should 
do for their own currency and I will only read a few relevant lines from it. If is from 
the Economi8t, French Annual Supplement, for July.1926. This French Committee 
&&y-:" Trade and industry, it is true, have enjoyed apparent prosperity. Even now 
there is no unemployment. sales are easy, export is active. Many French people are 
living in a fool's p&radise. Enlarged paper profits, in m&ny cases, do not represent 
any real profits &t all. The people of Fr&nce are working &nd producing; the majority 
of them, unawares, are growing poorer." Then in another part of it, Sir, they speak of 
the effect of these things on prices. They 8&Y, .. The constant fall in the value of French 
ourrency ever since the Armistioe has only been followed at a considerable distance by 
.. ising wholesale and retail prices "-1 have shown earlier by figures that they have been 
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"t a gre"t distance. .. While complicating working conditions, this fact has nevertheless 
made it easy for businesses to extend their sales. Indeed, it has allowed some of them 
to develop abnormally in response to the needs of a home consumption, which developed 
al\ the more rapidly because of a decline in 8&ving due to the fall in the value of the 
franc and to meet foreign demands facilitated by the depreciation of our money." 
This will explain to you what tbe' position in France is. If you say it is temporary, 
my reply would be the 8&me as to Mr. Subba Rao. It will be 2 or 3 or 4 years after 
France gets back to the gold standard, because adjustments will take tbat time. But all 
we do not know when France is going to do that, we have got to face facts as they are. 

Mr. Subba Roo.-You say in the last paragraph" in countries where the agency system 
is not in vogue, it is the Board of Directors that I:enerally get a percentage of profits." 
Where is that? -

A. Both in Engfand and Japan. 
Q. Do you know what the percentage is ? • 
A. It all depends on the kind of business. But I cannot give the names. 
Pr ... 'denl.-Surely it is not a general system in England. There are very few cases 

in which the Directors' remuneration is based on profits. It happens, I-know, with 
some rubber companies. _ _ 

A. There are two things in rubber companies. There are wbat are called managing 
agents there just as here. 

Q. In an the English companies that I know of, with one exception, the Directors 
are remunerated definitely by fees. 

A. What fees do you mean? It is not one guinea or two guineas per meeting as you 
bave here. It is a decent sum. 

Q. But it is a definite fee. 
A. In many cases I have seen the Articles provide for an extra remuneration being 

voted to the Directors at the general meeting and that is nothing out of the way. That 
is the only reasonable thing to do. 

Mr. Subba Rao.-But you are speaking of a percentage -of profits. Is that very 
common f • 

A. I can 8&y I have noticed half a-dozen cases. I cannot give you more than that. 
I do not want to say that it is the case with every company. But may I mention one 
thing: there have been cases in Manchester where there are no managing agents, the 
Direotors guaranteeing loans to their company on their signatures. Do you mean to 
to 8&y any business man will do it for a guinea or two guineas a month? They always 
get a much larger remuneration there than here, because here the real workers are the 
managing agents and not the Directors. 

Q. I quite understand they get more remuneration than the mere fee for 
attendanoe. 

A. A good deal more. 
Q. Is there any different system? 
A. It ocoasionally comes up in Chairman's speeches or that kind of thing which I 

follow. 
Q. You 8&y that the Directors there generally get commission on profits? 
A. Yes; that is my impression from the reports, and I can tell you that the same 

thing applies in Japan. 
Q. I do not know about Japan; bnt about England it is new information. 
A. That is the impression I have gathered from a perusal of many reports. 
Pr ... idenl.-Jn the next section, in reply to Question 47, you say," I do not take the 

view that the distribution of profits was unduly liberal." 
A. I do not think it was unduly liberal. It is a matter of opinion. This is my opinion 

in view of the level I of prices and other conditions of those days. I have been looking 
into the reserves built up by the Japanese mills, and I find that their :reserves do not 
compare particularly favourably -with the 1eserves of this country. Perhaps they 
are about two-thirds of the paid-up capital and about two-thirds has been built up in 
this country also. -

Q. Taking the year 1918 which is really the beginning of the boom period, the Bombay 
mills made 228 lakhs and distributed 191 lakhs in dividends. Many of them had not 
placed anythIng to reserves for some years. Don't you consider that that was somewhat 
unwise, to say the l".ast of it ? 

A. I do not 8&y it was wise. There may be some cases. _ But there may be similar 
cases in other parts of the world. It all depends on the outlook of the Directors at 
that particular moment, and if they felt that in a particular concern the reserves they 
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had already built up were ample, they would distribute more freely. In fact, in bad 
times they distribute money, even taking it out of the reserves if necessary. So the
dividend policy depends on their outlook at the moment. From the figures that I saw 
in the Japanese balance sheets, I don't think that in this country we have done 
particularly worse than they have done in Japan, 

Q. But would you consider it· wise in any year to distribute 10/llth of your profits 
in dividends? 

A. If in the previous years you distributed less? It will depend on the particular 
case. You are most probably taking the lump figure. There would be very good cases 
and very bad cases in it. I know of certain very good cases where the reserves had been 
very amply built up to 4 or 5 or 6 times the original capitsL 

Q. That makes it worse for the other cases. Does it not? 
A, It would. Now if it interests you, may I mention a few Japanese figures !. 
Q. By all means" 

. A. I am just taking the last three years, because it is a very lengthy table. 'Jhe 
Japanese are very wonderful in giving facts. 

Q. Unfortunately they do not give them in English. 
A. I was in Japan myself and I know a little Japanese. In 1923·24 the paid.up.capital 

was 344 million yen, and the reserves total 206 million yen. I omit the other figures. 
If you go earlier, somewhere about 1917, against 142 millions you have got 97, 
and so on. !IIo you will notice that the paid up capital has gone up in a much greater 
proportion than the t.:>tal amount of reserves laid aside out of profits. 

Presidenl.-There is just one point, which you might be able to clear up. Here are 
the Japanese figures showing the annual rate of dividend on the paid up capital. When 
they talk of 51 per cent. for the first half year and 49 for the second half year does that 
mean 50 per cent. for the whole year! 

A. It is 51 per cent. for the first half and 48 per cent. for the second half. 
Q. But what I want to know is this. That is what they call the annual rate. In 

order to get at the real rate, have you to halve it ! . 
A. It would be 50 per cent. for the whole year. What they do is that as the paid up 

capital varies from time to time their percentage is based on the total actual paid up 
capital for the time being. . 

Q. You have to halve it to get the dividend for the whole year? , 
A. Yes. In those years the average as you notice is 52, 49, 48 and so on. And this 

is the average of extremely good mills and extremely bad mills. So you can appreciate 
what it means. 

Q. They have also declared larger dividends. . 
A. The point is that when times are booming and mills are found to be making enormous 

profits, the shareholders who have in bad times lost money naturally clamour for more 
dividends, and directors have got to give it'if the money has been earned. 

Q. The question is whether it is worth while giving in to the clamour. Take one mill 
in Calcutta which has declared a dividend of over ·400 per cent. Would it not have 
been better to declare 50 per cent. for eight years , 

A. No, that is a fallacy, Sir. Unfortunately that point is not appreciated in this 
country. Many of the Indian mills begin with a very small capital, and they build it 
up to a very big concern out of the profits. A good deal of the profits have been concealed 
that way by calling it renewals and repairs and that kind of thing, and you have got to 
take the percentage of the amount distributed to the total amount invested in the concern. 
not on the original capital. 

Q. That is not my point. 
A. I am afraid you may have been given the figure 400 per cent. without being abl& 

to soo what the original capital was and what the block account was. I will give you 
the instance of one of our mills. 

Q. My point at the moment is, whether it would not have been better for the mill 
in the end if instead of distributing 400 per cent. in one year it had distributed 50 per 
cent. annually for'eight years! . 
. A. Well, Sir, if you simply put it that way, that it would be Woiser for a man to save, 
it is a proposition to which everybody would agree. But the pomt really was that the 
distribution of so many per cent. was on the nominal paid up capital, while the share 
value in the market had appreciated in proportion to the money put in the concern and 
the share value in the market represented the value of the concern at the moment. Th& 
distribution has to be considered from that point of view. 
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Raja Hart It wllCJn Kaul.-Mills which have laid by ample reserve&&re doing well at this 
.time, or making both ends meet, while those which have no reserves are suffering 1 

A. Yes. . 
Q. Does not that mean that the distribution of dividends was uneven, that some mills 

overdid it! 
A. That may have been so. H you again put it as a general_proposition, then, of 

course, I have got to agree. But, as I see it, the object of this enquiry is whether a 
mill is able to make money by reasonably efficient working to-day. H you put forward 
the proposition that a mill that starts to-day_upposing I start a new mill-if you put 
forward the proposition thatI must startwith200r 60 Iakhe as reserve fund, that other
wise I do not deserve to earn any money, then of course that argument you put forward 
would apply, that these mills which have built up reserves deserve to make money 
and others should blame themselves. As I say the object of this enquiry should be 
whether a mill under present conditions is able to make money. What we have to· see 
is whether a mill, reasonably efficiently managed and started to-day, can make money 
to-day under present conditions. -

Q. What we have to see is whether mills are generally running at a loss or at a profit, 
and if we find that most of the. mills which are running at a loss have no reserves and 
those which are running at a profit, even though a small profit, are mills with ample 
reserves, then the point for consideration would be whether this over distribution of divi
dends was not one of the causes of the depression ot these mills which are now suffering. 

A. How can it be the cause of the present want of margin! It may be the cause of 
the riifficulty of finance, I would agree, and there what I would like you generally to 
appreciate is that if these reserves were invested even in Government paper they could 
have got 6 per cent., and in many other industrial securities they could have got 7 or 
8 per cent. Then if you find that, apart from the money that they c;9uld have made 
by investing their reserves outsIde, these mills have made ordinary profits then your 
point would be correct. Otherwise, that money is merely what they would have earned 
on the reserves without taking any industrial risk. I simply put it to you that that· 
would be the way I would like to look at it. I would take away the profits which are due 
simply to the investment of )."eserves and see whether the remaining profits were 
adequate, or whether there was anything that could be complained of. 

Q. We are tryIDg to do that. The only question is whether in case it is found that 
certain mills which have reserves can run their business more or less at a profit and 
those that have got no reserves have difficulties of borrowing and paying high 
interest.... . . -

A. When you talk of profits, if you dedu~t the profit earned on the reserve fund •••• 

Q. Yes. . 
A. H you can give me a concrete caBe •••••• 
Q. We have not come to that stage yet. / 
A. Then I would suggest that you may kindly take up that concrete case, and 1J.ear 

in mind that the remaining profit should be sufficient to cover industrial risks because 
it is now sufficiently clear that the mill industry has also very large risks. 

Q. Do I understand you to mean that there would be no' case, or there would be 
'fiery few cases, in which, aiter excluding the interest which is earned on the reserves at 
mill can earn what you ca1l reasonable profit? \ 

A I would say this, that if the interest that could have been earned on the reserves 
:is deducted, then the remaining profit would not be very much to speak of, in even the 
financially strong mills. There again the weaker mills, those wbich have no reserves, 
are hit in Ii. double way, that while the stronger millis able to use its own money and· 
call the rate, say 6 per cent., the weaker mill which has got to go and borrow from some 
financier has to pay 8 or 9 per cent. I know of mills upcountry which are paying 
9 per cent. and a commission on the top of it. 

Q. I won't adjudicate between the good and bad mills. The point is whether there 
has not been an unduly large distribution of dividends. In some mills the reserves 
\Whlch have been put aside were not so large as in the case of other mills, and we have 
,been told that it is the former mills that are particularly suffering. 

A. It is clearly an advantage tohave a very large amount of capital that you can 
.dispose offor working capital. To that extent the mill that has not got it is certainly 
i1andicapped. 

Mr. SubbtJ RtJO.-Continuing the discussion about reserVes, I quite see your point 
~hat if ~ou want to calculate the. profit on a Joncern you must creilit the reserve with 
lots own Illltcrest. • 

A.Yes 



Q. I want to know also in what ways a reserve fund can be of help to a concern. We 
have been saying just now that firms with large reserves have been able to do well. Does 
not that depend on -the employment of the fund? When the manufacturing' cost,s are 
not recovered just now, and the margin disappears, it does not help a concern to have 
plenty of reserves invested in actual manufacturing plant because it will lose both on the 
original capital and also on the reserves •....• 

A. Yes, what is your point' 
Q. I want your opinion as to the proper employment of reserves in these mills. Which 

would you consider is the most conservative method of employing the reserves 7 There 
are three ways as I understand. The first is the obvious one--safe securities outside the 
concern itself; and secondly as working fund for purchase of cotton and so on; and 
thirdly in fixed machinery, in plant generally. Now, does it always follow when you 
employ your reserve fund in the form of machinery you can pay a dividend, you can earn 
a profit 7 

A. No, certainly not. 
Q. It is quite possible for a concern to have about six or seven times as great a reserve 

fund,as the original capital employed in the concern itself in the form of spindles and 
looms and use it, making aloss, because the output at-current prices cann'ot obtain a 
margin for the concern. 

A. I quite agree. That is a clear thing, that if the reserve fund is kept liquid for 
working capital purposes it is in bad times a better proposition than having it tied up 
in machinery and plant. On the other hand. in good times that further machinery 
and plant enables further profits to be made. And there is an additional advantage 
there from the point of view of the manufacturer which naturally directors have in mind. 
If you can spread your overhead charges over a larger output, the cost per unit naturally 
gets reduced. So whenever the Mill Board finds it profitable to put in more machinery 
they think it a very wise thing to do, to invest part of the reserves in buying that 
'extra machinery and plant. Some mills have done it to a very large extent, and they 
have also very considerable reserves in cash. 

Q. Quite so. That assumes that. But I have found in the accounts of several mill~ 
that they have practically invested the reserves to the hilt in machinery and were 
borrowing money for purposes of working capital. Spread the profit over the total 
capital and you get a very small percentage. 

A. In bad times. . 
Q. Even in normal times. They declare a dividend which strictly speaking is hardly 

earned, if we consider the total resources. 
A. That may be so. If the bulk of the reserves has been invested in plant, and if 

more units of output are there and evf?ory unit gives a loss then the more there are the 
more the loss. 'fhat is a plain thing to understand but I would like you to appreciate 
the point of view of the Board of Directors of a mill when they comider the position and 
want to decide whether it is wise to extend or not. Then the problem is, should they 
increase the capital by issuing further shares, or should they use the money of the share
holders which is already in their handa. Then there is undoubtedly no question between 
the two. Is should be first the money in their hands and if necessary, then, they can 
go and issue further shares .. 

Q. That is a later point. The earlier point is as to the wisdom of the extensions when 
things are at the boom point. ' 

A. May I point ont that it is an extremely diffioult thing to know what a boom point 
is until you have left it hehind for Reveral years. 

Q. It is not always desirable to invest your reserves up to thebilt in the machinery 
because there must be a turn in the level of prices. . 

A. I agree, but you will find if you study individual cases that there are dozens of 
mills in India which have done both added machinery with their own money, that is 
profits, and at the same time have got very considerable sums in the reserve fund for 
working capital •. It is not every mill that has been unwise. A great many have been 
very wise in their allooations. There are bound to be good and bad cases. 

Q. What is your impression! Don't you think a very large number of mills in the 
last boom have invested reserve funds almost up to the hilt in machinery 7 . 

A. I speak subject to this reservation that I have not gone into these figures. But 
I think it could not have been the case, because it happened that while the Indian mills 
were wanting to expand on account bf the enormous profits that they were making they 
could not get any maohinery from England because England would not supply in 1917. 
1918,1919 and even up to the middle of 1920. That stood in the way. Otherwise there 
might have been a great many very foolish investments even by wise Boards of Directors. 
Japan has not esoaped, becau~e Japan was able to turn out a little bit of its own 

, . 



55 

machinery and it was also able to use American machinery •. So, in Japan they have
more cases of this kind of unwise investment than in India. 

Q. Turning to a similar topic, what is your view with regard to the employment of 
the depreCiation fund? Do you think it s1!ould be legitimately employed for plant 
and buildings or should it be kept in liquid assets for any working purposes, or should 
it be invested outside? I find in several cases it has been employed not for replace
ment, but for extensions. Would you call that a wise policy? 

A. Again as a.n outside stu~nt and not as an inlioider, suppose I have a mill in which 
there a~ two frames already 25 years old. But I find they can give me work for another 
3 or 5 years. In the meantime !think that it would be good business to put in 2 or 3 more 
frames. Well, I use my depreciatien fund for putting in those further 2 or 3 frames with 
the intention that when myoid frames have been used up I can scrap them. So, there 

. again, it is no use generalising. It will be a study of individual case, and if you can get 
at the facts you will find that in many cases the thing was done from reasonable considera
tions after a careful study of"the problem by the Directors. The majority of the Directors 
are good business men. Being average good business men it is this kind of consideration' ~ 
that appeals to them. They say-" In any case we are going to scrap it. But the thing 
is working and can work for two or three years more. So let it w0rk. " In fact I may 
point out that the Railway Board's present policy is exactly like that. They have &. 

depreciation fund u-om which they go on building and expanding. Repairs and renewals 
they are doing to a certain extent. In the meantime other things are scrapped. 

Q. You say in answer to Question 50, that you do not see anything wrong in investment 
in some other industry if the existence of such concern is considered, in any way, helpful 
or beneficial to its own activities. What kind of relation between the two industries. 
do you suppose 1 , 

A. I can just give you this instance. Suppose a mill has not got a. bleaching plant. 
A group of them come togethera.nd say, let us start a bleaching plant; it will be cheaper,. 
and better than having to sell in the grey state. So four or five of them call combin.,. 
and start bleaching. So also in the case of magnesium chloride or China clay. A few 
mills can very easily join together aud sta.rt a factory of that kind. There are investments 
of mills in Bombay in the hydro-electric plant of the Tatas. That a.lso was done, beca.use 
in those days, when coal was extremely dear, they considered it to be the wisest thing to 
get independent of the supply of coal by having a concern here in Bombay which could 
be depended upon. . 

Pruidenl.-I have another case here, Mr. Madon, in which &. mill had invested in It. 
ginning and pressing company. . 

A. Many mills do that. 
Q. You do not consider that objectiona~ 
A. No, because there again uuless you go ca.refully there may be some fallacies. What 

ha.ppens is that some mills invest money in putting up their own ginning plant and then 
it goes as a part of their block. It is simply a case of machinery and plant. Some mills 
consider it advisable to ha.ve an entirely separa.te ginning plant in which they could 
then give an interest to some local cotton merchants or some good local men who ca.n 
look after the whole show. Generally, they are not quite sure of getting in the open 
market the right kind of cotton but if there is a pla.nt under them the men tha.t they 
employ are not likely to mix or oommit frauds as when cotton has to be bought from 
outside. 

·Mr. Subba Rao.-Would you approve of one mill investing its funds in another cotton 
mill? . 

A. Undoubtedly because. that would be one way of extending your own pla.nt. 
Supposing I want to start a twenty lakhs unit as my No.2 mill and then I find tha.t 
somebody else is starting a plant of 40 lakhs, and if I take half of that I do not see why 
it should be wrong. 

Q. It all depends for what purpose you are holding your funds ? 
A. What do you mean by purpose? 
Q. Depreciation fund for instance. '. I 

A. If it is depreciation fund then the problem may ha.ve to be consIdered from many 
points of view. If it is from the reserve fund, then it is the right kind of investment. 
In fact that is one point in which the Japanese are far in advance of us. Perhaps you 
have got the figures there. You will see there mills of 500 thousand spindles and so on. 
I knew them 30 years ago when they were petty affairs. I wa.s in Ja.pa.n then .• I knew 
many of them. They were embra.oing from 30 to 40 thousa.nd spindles.' But wha.t. 
happened waq whenever a weak mill ca.me into the market they immedia.tely went 
in for it and issued further shares a.nd practica.lly a.malga.ma.ted it with their other 
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'Concerns, say by'giving one share of their own for two or three shares of t.he weaker mill. 
and that kind of amalgamation has gone on to a very-large extent, and you will find 
therefore that they are holding plants not only in one province but in di1Ierent provinces, 
because they simply take up concerns as they find it advantageous to do, 

Q. But I did not mean that they were all under a common management! 
A. It is bound to be a common management because ultimately it is an amalgamation. 

The Board of Directors is the same; but they have got to have local board where much 
·of the plant is situated. From the mill that has been taken over the directors or a few 
-of them are taken on the general board, and then you get the local board for the manage
ment of the concern locally. 

Q. You are speaking of a sort of Trust Development! 
A. They do not call them trusts. They call them Kanegafuchi, etc. It is really a . 

company of many mills. Take the Bombay Dyeing and Manufacturing Company. The 
mills under their contract are supposed to be two di1Ierent concerns, and they were both 
put up with fresh capital. It was not the buying up of an old concern. In Japan the 
llractice is of older concerns being constantly bought up at a quarter or half the price. 
You have got to leave it to the judgment of the directors, who have got to judge 
things according to the circumstances of the moment. It may be a good or a bad 
investment. 

Mr. Majmudar.-You said that in order to arrive at a proper figure of profits interest 
~n the reserves should be excluded. Do you mean interest actually earned, or interest 
.calculated on the total reserves even when they are used &8 working capital! 

A. I mean the second. I mean that interest at the ordinary commercial rate should 
be credited to the total amount of reserves which you use in your mill, because this is 
money which you could have taken and given to anybody else without any industrial 
risk. H, after that is deducted, there remains a surplus, then that is the surplus due 
to the working of the mill. . . 

Q. When you put in a plant would you not provide for working capital? 
A. That is also a question of policy. Some people would provide for a part of the 

working capital also in their share capital, and some would provide only for sufficient 
money to build up the plant, and depend on ordinary borrowings from bankers for working 
.capital, and both policies according to the circumstances of the moment may be 
'Wise. 

Q. SO in the caSe of those who use their own reserves you would allow interest on 
-the amount used, just &8 those who borrow from the bank actually pay on the 
borrowings! -

A. Yes. I simply wanted to emphasise it. "The right way to look at the profit is 
~ter that deduction has been made. Otherwise it would be misleading. 

Q. You want the two companies in the two cases put on an equal footing. In the 
-case of the one mill, it borrows money from a bank and has to pay interest on that, 
which goes to the debit side. In the other case, the reserves are used as working 
.capital and therefore you want the interest on that to be debited to working expenses. 
What should be the rate of interest! 

A. Interest at the commercial rate, the rate at which an ordinary mill has been 
borrowing in that particular year. I do not think it will be much less than 6 per cent .• 
even including the best mills. 

Q. That would be only in the case of working capital. What about money invested 
in extensions ! _ 

A. I would credit it to the whole of the reserves, because the whole of the money, 
if you had not invested in your own concern, would be earning interest somewhere else. 

Q. But, generally, in the case of mills. interest on the capital which has been invested 
'Would not be taken into account. That would be shown as profit! . 

A. Invested in the block! 

Q. Yes. 
A. Then the profit would also have to be looked at in a di1Ierent way; that is the 

reserve that you invest in your block would have to be treated as capital and profit 
"Would have to be considered &8 a percentage of the total. 

President.-It seems to me that if we were to make all these calculations we should 
·be Sitting here for some years. -

;... My suggestion is only that the thing is not so easy as it seems to be superficially. 
Laymen give so many different reason., that I am compelled to point out that the thing 
1S not such an easy one &8 seems to be at first sight. Some talk of management, some 
ulk of reserves and so on. But the real issues are different. 
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Q. One question with regard to the purchase of raw material. 1n reply to Question 62 
you say' It is not correct to say that Indian mills pacy a higher price than what is . 
,paid for export at any given moment.' What we really want to know is how the balance' 
works out. Would you say that taking it for a year all through the Indian mills would 
'have no advantage or would be at a disadvantage as compared with ·the Japanesll or 
European. shippers 7 You mean shippers-not spiJ!ners! ' 

A. I mean spinners, not shippers. 

Q. I can understand that at any given moment according to the circumstances it 
'may happen that the Indian mills may have to buy and the Japanese may be out of 
'the market and vice ver8a. -

A. The point is this. When I say' at any given moment' I mean that every buyer 
'whether Japanese or Indian or any other-the mille do not figure here, but it is the 
merchant-has to pay the price that rules in the market at that given moment. Nobody 
pays more; it may' be that there is a rise to.day. Tomorrow there may' be a fall; 
but nobody pays less. 80 at every m'bmel),t, when a purchase is made, it is made at 
the real price_of the market and at the price at which every purchaser will have to,buy. 
'Then the second part of your question was whether taking it for the whole year Indian 
mills are making a worse business than the European or the Japanese or a better business. 
It is all a puzzle in trade, whether the Indian mill has forecasted the future more correctly 
·than the Japanese or less correctly. It may happen that when the season opens in 
December next, I start stocking up and some other mill may not do so, or some foreign 
mill may not do so. On the other hand, when the foreign mill stocks up, the Indian 
mill may wait. It all depends upon the outlook of the man in chargll of the business, 
,and you cannot say whether on the whole one has done better or worse. Most probably 
you will find that even in the same group.', that is among the Indian .mille themselves, 
,.ome will have done, very badly and some very well, while m some Cases the Japanese 
.or the Europeans have done better. 

Q. The point put before us was that the Japanese have a superior 'system of 
'buying up.country which enables them to purch\IB6 cotton at a cheaper rate than the 
Bombay mille. -

A. I do not know very much about that. I am myself a merchant exporting to Japan 
-and to Europe and I cannot subscribe to that. The only thing that they can claim 
is that the bigger Japanese firms have either their own or have leased ginning and 
pressing factories upcountry just as Rallis or Volkarts have; and the same thing applies 
to many of the bigger mille in India aleo because, as I have just mentioned, many of 
them have either their own ginning factories, or look after the purchases themselves, 
.or have ginning factories as a subsidiary company. So I do not think that argument 
has very much weight. Then I would like to point lIut if there is any profit jn that, 
'it would go to. the Japanese merchant who is exporting from India and not to .the 
-Japanese spinner in Japan, in Osaka ,or in Tokio~ 

Q. The .Japanese spinner pays at the market rate 7' 
A. He will have to. 

Q. The exporting houses do not buy on commission 1 
A. I think not even one or two per cent. should be based on that._ I doubt even that. 

"That was what I meant in the latter poi.rt-of this paragraph where I spoke of spinners. 
1-say .. It may however be mentioned here that Japanese or European spinners do 

:freqnently get cotton at appreciably l~wer prices than the level in BO!;llbay." _ 

Q. I see what you mean now. I had not grasped it before. It may sometimes happen 
,that the Japanese spinners get the benefit of lack of judgment on the part of the 
purohasers in this country Y 

A. In fact it is not lack of judgment. It is unfortunately the present condition of 
-trade. If five of us have got to give quotations, if the price in Bombay is 400 perhaps 
I will offer to sell at 400. Immediately my neighbour makes it 398 and some other 
makes it 395. The mill aleo has got quotations. Then the mill naturally bids down 
,and makes the contract with the man who has quoted the lowest figure, and whether 
,he will make a profit or loss it is his business to see. In Japan the competition is now 
'so keen that the bulk of the sales are well below the current market, and the risk has· 
,got to he taken by the merchants; otherwise the thing cannot be done. ' 

Q. I appreciate that point. 
~. The Japanese merchant pays the same prices. He pays as much as an Indian 

,mill or an Indian exporter. He is not any the better and the profit or loss is his OW!l 
~hing. ' 
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Q. As regard~ the Indian mills do you consider the bigger mills are in exactly the 
same position as the Japanese buyer owing to the fact that they have got agents 
upcountry ? 

A. I was speaking. of the Japanese merchant buyers. The Japanese mills are not 
here. The Japanese merchant buyers are in the same position as those who are buying 
for the Indian mills .. But when it comes to the Japanese spinner, it may happen that 
owing to the competition between big merchants, a spinner might get his stuff Rs. 10 or 
R~. 15 cheaper than: if he had to take it in Bombay. That sometimes happens. 

Raja Har; KiBhan KauZ.-In the same paragraph you say • consequently if 
Bombay mills are in the market when Japanese or European buyers are out of it, they 
appear to pay higher prices than what the others might be willing to do '. I do not 
quite follow that. . 

A. What happens is this. The spinners as a rule come into the market to buy cotton 
when they find their own stuff, that is yarn or cloth, selling well. When they have sold 
2,000 packages of piece-goods they immediately come into the market to cover 2,000 bales 
of ootton, or whatever it is. No", Japan heing a temperate country the seasons when 
goods can sell are a month or two in advance of this country. You will find markets 
most active in March and September in Japan and in Mayor Novelllber in this country. 
because our crops come out later. Then, what happens is that the Japanese mills may 

,have sold a fairly large amount in our country or in the neighbouring country of China 
which is also in the temperate zone. If at that moment the Indian mills are not moving 
their goods they would curse Japan and say' these fellows are spoiling the market.' 
Then when the Japanese are out of it they would- say' it is these millowners in India. 
that are spoiling the market.' They cannot afford to buy because their buyers in Japan. 
are at that moment not selling the stuff. -

Q. What I cannot follow is that ~dinarly the larger the number of purchaserp, the
higher are the prices which the seller can get. 

A. At It given moment-. 
Q. SO, if the Indian mills alone are in the market and exporting competitors from 

outside are absent they should be able to purchasE' cheaper? . 
A. What-happens is, the season being the same for all the Indian mills, the purchaseS' 

of 50 or 70 different Indian mills come on the m¥ket and naturally the merchants whD
are keenly watching all these movements say 'here are the mills buying' and 
naturally they try to get the best prices possible. 

Q. You think the exporting firms are limited in number and they can buy cheaper 
when the Indian mills are not in the market' 

A. I don't say cheaper. They give the rate of the day. Only it is an impression 
that the other fellows were giving higher prices. Everybody simply gives the rate of 
the day at that moment. Only those who do not want to buy naturally quote a lower 
price. They do not want to say' we have shut our office. ' 

Q. Is not the prioe of Indian cotton reguIsted more by American prices! 
A. It is. 
Q. They should then necessarily have to pay a higher price' 
A. My point is there is no higher prioe about it. It is merely an impression created 

on aocount of some buyers who do not care to buy the cotton. If I am very keen tG
buy I will go and pay Rs. 310; but that does not mean that I am paying Re. 10 more~ 

Q. Then you are paying a higher price than what others are willing to do. 
A. It is because the question was put that way, whether the miIIs were not paying~ 

higher than the exporters. That is why I use the word higher.' But I would make· 
it olear that there is no question of higher prices. 

Q. It need not be necessarily higher ? 
A. No. 
Prealdent.-The point really was, as I explained Lust now, that the question arose' 

out of the statement t·hat if the mills in Bombay were to buy their cotton up-country 
direct instead of buying it on the spot in Bombay, they would get it cheaper than the-
Japanese did. That is the real point. . '. . . 

A. But I hope I have made my point olear that nlllther the Japanese nor the mills m. 
Bombay have very much to be proud on that soore. Both of ~hem pay the prices. 
of the day. What happens is if there is any cheaper cotton going m.to t~e hands of the· 
Japanese spinner, it is the merchant that does it. Then the questIOn .lB, why should 
not the Indian mills buy their ootton up-country' That again puts us agamst the seasonal 
faotor. The bulk of the demand, I hope, you will appreoiate, absolutely de.pends on ~he 
harvest. beoause that is the only thing whioh creates new wealth. That lB only tWICe
a year. in April and Ootober, when the winter harvest and summer harvest come on~ 
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Among the Hindus.they call it Holi and Deevali. It is simply because the crops come-· 
out at that time and money comes into the hands of the farmer, and the merchant then 
starts buying in order to provide for the stuff with which to meet the requirements o~ 
his own customers. Now there would be mills who would take a particuia.r view of the 
ma.rket and put in sllbck for the whole year. It might be a gamble, becaues, say after 
May if there is !' very big crop of cotton, all of a Rudden the price goes down and then 
the mill that haR put in stocks for the whole year will be a great sufferer. Its stocks would, 
be depreciated. So, there also, it is a question of the policy of the Directors as to which 
is the wise thing to do. But many mills put in staple cotton for the whole season if 
they can afford to do it, and the minor kinds of cotton they buy in Bombay' because 
they do not like to take the chance of the market and also because they do not like to 
lock up so much money in cotton, which mesns larger financing and larger interest, 
charges. 

, Mr. Majmudar.-Would there be a difference in prices of a particular type of cotton 
on the same day in the district and in Bombay after allowing for railway freight? 

A. I will have to give you a paradox. Gentlemen who are not merohants won't. 
believe me. But the buying market is always lower than the selliog market or very 
frequently lower. That is, if ootton has to come from Amraoti to Bombay, you will 
find that it is lower in Bombay than in Amraoti. Mr. Majmudar's point is that if it, 
is 100 in Amraoti, if the railway freight is, say, 10, the prioe should be no in Bombay .. 
It is nothing like that. After allowing for railway oharges, there would be a loss of Rs. 5, 
or 7, I have already pointed out that if you go further afield from Bombay to Japan, 
then the prioe in Japan to the spinner will be Rs. 5 or 10 lower than in Bombay and. 
for the same reason. 

Preaident.-If that is the case, how is anybody ever able to make a profit? 
A. That is One of the problems of the merchants every day and that is why so many 

merchants go insolvent very frequently. They make mistakes in t)J.eir view of the' 
course of the market. • 

Raja Harj Kishan Kaul.-Is it not peculiar to the present condit jon of the falling 
market? 

A. No. Even in rising markets it is so. That is the condition of the present day 
trade when telegr~ms are pouring in from all corners of the world. 

Prmdent.-You do not allege that is general? Otherwise everybody in trade would 
be a bankrupt in a few months. 

A. That is why I say it is paradoxical. What happens is that owing to the continual 
fluctuations of the market in most raw materials, there are frequently opportunities 
of covering what you have sold at your cost with a little margin if you could wait a day 
or two. That is how the position is saved for most of the merchants. And, then, of' 
course, it is not so every day. I was simply pointing out to you that it waS a paradox. 

Mr. 8ubba Rao.-That happens only once'in a way? 
~" Not once in a way. You may put it at 70 times out of 100. 

Q. On 30 occasions he makes so much profit that he can afford to lose 70 times ? 
A. That requires the experience of a merchant to understand. 'It is not that 30 times. 

you get a straight profitand 70 times you geta straight loss. Nothing of the sort. What 
I. say is that 30 times you may have the two quotations the same, that is the quotation 
of the price at the seIling point and the price at the buying point allowing for charges· 
and a little profit; and the remaining 70 times you have got to speculate.' That is why 
you hear so much of speculation. That speculation simply, means looking forward 

/ and making up your mind as to how the market is going to be.~ Then again out of these 
70 it is not everyone that is making IIll!ss. 

Preaident.-By the time you get the cotton down here, the market may have altered t 
A. It may have. It is a.II a gamble, if I may put it plainly. 
Mr. Majmudar.-In any case, at the end of the year the merchant would expect a· 

certain profit. Would he not? 
A. ,He would expect. There is no question about that. But that is very different. 

from what he would get. 

Q. Or is it that the merchant makes his profit by mixing lowe~ qualities of cotton 
and quoting the same price as for a better quality of the particular centre? 

A. That brings me to another problem of trade. What happens is this, and that is. 
why you hear so much of fraud, of persons mixing up different quality of cotton, deterio
ration and all that. What happens is that on account of these views a merchant may 
have sold cotton at 310 when it was 320 in the market hoping that the market will; 
go down. But the market does not go down; but it goes up to 340. He has got to 



060 

meet it somehow in order to make up his loss. He says to himself, "I will just mix 
up a lower quality-a small quantity, and nobody will find out." That leads to cases 
of mixing in upcountry markets by dealers and others which we hear of so much. But 
that does not apply,to mills who buy through their own agents . 

• . Q. But in the case of those mills that would make their purchases in Bombay, even 
if they purchase at the same prices they get the mixed quality of cotton. 

A. That may be. But they would be then paying proportionately lower prices. 

Q. ~ the! were to purchase the same qu~lity of cotton as the other mills in upcountry, 
the prices ill Bombay would work out higher! 

A. I do not agree, because when they buy in Bombay they naturally look at every 
~ample .. When a mill buys upcountry it may happen that the agent has made a mistake 
ill selection and the stuff is poor and they have to take it. Whereas jf it is in Bombay, 
the buyer goes through the market, gets the sample. Goodness-knows how many bales 
are broken up and samples drawn before they bargain 100 bales. Thus they make 
sure of what they. are getting. Then, there is the reputation of particular merchants 
~roIlrwhom they plCk up the quality of the cotton needed. It iii known that A's cotton 
~s all right~ B's cotton is bad,and so on. So I do not agree with the suggestion contained 
In Mr. M~Jmudar's question that they pay a higher price for the poorer quality. What 
happens IS that they have the opportunities of examining the samples on the spot and 
the price paid is what the cotton is worth. -

Q. Then why do some mills prefer to purchase cotton in the upcountry markets? 
They can as well depend on the Bombay market completely. ' 

A. As I have said, for the inferior quality of cotton which they want for mixing, 
they do not mind going into the Bombay market. But when it comes to staple cotton 
for particular qualities of cloth, they do not want to take any chances and that is why 
they go upcountry and think it safer to buy there. 

Q. That means that the quality of cotton that comes to Bombay is not as reliable 
.as that available in the districts ! 

A. How can we say what is contained in every bale? There are so many ways of 
mixing cotton and packing the cotton. It is a far better thing to see the kapaIJ and make 
.sure that you are getting the right stuff. " 

Q. That explains to a great extent the difference in prices in Bombay and the mofussiL 
A. I do not agree with that conclusion. The real explanation of the difference in 

prices 'between Bombay and the mofussil at a given time is that -just as we merchants 
in Bombay have to take chances with our foreign buyers these upcountry adatyas have 
to do for their Bombay principals. There are many firms buying in the upcountry market 
at any given time and each ofthem has its own representatives for such work. H my 
man buys the stuff that I have asked him to do and your man fails to do, you immedia
tely stamp him as an incapable or indifferent m~n. So everyone tries to do it and some 
.of them risk it. That is where the difference comes in. 

Q. In normal times what wQuld be the position? 
A. How do you mean! 
~. When the prioes of cotton do not fluctuate to the extent, they have been doing 

:reoently , . 
A. I speak of both normal and abnormal times and we are doing a great deal of 

purchasing in Broach, Amraoti and Hubli, and I am speaking from our experience of 
'what we are doing. 

Q. When the times are normal and the merchants do not expect to make profit due 
,to a sudden rise or fall, would there still be a large difference between Bombay and 
mofussil prices , 

A. H would all depend on the America:n telegrams. 

Q. Taking normal times and making due allowance for freight. . 
A. Then it means that very few people oare.to buy and ~c.mt probably you will ~d 

the upcountry markets a little lower. There IS no oompetltlon upcou"!'try. I beheve 
that in this connection you would like to know about what are called hedgmg of contracts, 
beoause I notice you put several questions on it to the ,witnesses. I suppose you have 
got this pamphlet, '. The- Liverpool Cotton Market ", published by the Millowners ' 
Association, Bombay. The first speech is by Mr. Bryce Muir and the seoond by anot~er 
gentleman, Mr. White. And I would like you to look at page 12 because the question 
erops up there of what is oalled a single hedge oontract in Bombay. Most probably 
you have got evidence of the desirability of having a single hedge oontract. 
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Pruident.-=-We should like to have your views on that. 
A. I am afraid that is also due to unfamiliarity with the connitions of the cotton trade.. 

If you look at page ]2 you will find: 'As India improved her cotton, more of it would'
be need by La.ncashire, but the time had hardly come when it would be safe to have a 
contract for Indian cetton' (That was in adiBcuasion that followed the speech of Mr. Bryce. 
Muir when Mr. Burt was urging upon them the desirability of having acontr""t in Liver-. 
pool against which Indian cotton could be hedged, and this i.he reply :-) 'Under present 
oonditions it could bE' manipulated, and would cease to act fairly to both sides. The· 
Cotton Association had not felt that the time had come to take outside growths tenderable· 
en the American contract.' (They are afraid to mix Indian with American because the
staples are different and the characteristics are different.) 'The suggestion was that Duly 
ootton of a value equal to American cotton should be tenderable, and that the premium, 
payable to the aeller should be limited to a penny per pound for any growth other' 
than American. This had been the suggestion of one committee but the Association 
had decided that in their view the time had not come' (this is an important sentence), 
'because the tendering of outside growths of cotton, which were not freely marketable· 
everyday as American was, might depreciate the futures contract; with the effect that· 
if the futures contract was depreciated too much it would be impossible to attract cotton. 
from America to be hedged on it except at Btl high a premium over futures that merchants. 
would not risk it'. Now 'perhaps it will be necessary to· explain the mechanism here a. 
little bit to understand the effect of these remarks. What happens is, when a mill in 
Lancashire want. to buy cotton it selects a sample and sees whether the staple and other 
things are right and then it beginS to discuss the price with the merchants. The merchant 
say., you must give 100 points on the price for December futures (100 points means full~ 
one penny) or 200'points. Al1d then they come to a bargain and the contract is made· 
at simply so many hundred points on the price of say December futures. The month is_ 
aelected for making the ba.rgain. Then, what happens is that the millis sure ofthe quality 
of the cotton. It has not fixed the price because it is an uncertain quantity depending· 
on the price of December futures at any given moment, But the mill says, 'I do . 
not mind; if I can sell my cloth or yarn I will pay a higher price for cotton. If' 
the market goes down my cloth will sell lower, but I will pay lower price for cotton." 
When the mill .finds the people to sell its stuff-yarn or cloth-to, it goes to the
merchant and says, 'I want to close that bargain for cotton.' And this is what is done. 
The merchant buys the December contract 'on which basis the thing was done and 
adds on to it the 100 or 200 points that have been agreed upon and invoices ·the· 
ootton at that price to the spinner. Then the point is that while the mill has merely 
earmarked the quality that it wanted, somebody has got to hold that cotton for it. 
and you run the risk of the market going up or down. What happens is that a merchant. 
who has contracted for it on the basis of the sample immediately buys the cotton in., 
America and then sells the December contract. If the market goes down, the merchant 
loses on his purchase of actual cotton, but gains on his hedge (his sale of December
futures) but he charges the mill the fixed number of points over the price at which 
he oovers hi. sale of futures. That is how the thing is done and that p,:otects the mills . 
in Lancashire from the risks of the market if they do not want to take delivery. I do . 
not want you to think that no nriIl in Lancashire takes any risk. That is not the case. 
Contracts there are like contracts here. They take a view of the market and stock for a . 
few months and even longer. In fact recently we had mills on the Continent which 
wanted to contract for American for the next five years. The feeling here is that it is_ 
impossible to do the same operations in Bombay because the local contract is too narrow 
and is likely to be cornered, and the idea that it is cornered is generally due to the fact 
that a partic:'uiar month's delivery goes above a further month's delivery, or the new 
crop, and people here say it is absurd that old cotton should be higher than the new 
ootton. That is why there has been cOlltinual talk in this market of narrowing contracts . 
and in fact making every possible cotton from Bengals to Sindh and Punjab American. 
and make all these qualities tenderable against one contract. 

Mr. Subba Rao.-Narrowing or widening·? 
A. They call it widening-widening in this sense that every possible thing is to go into· 

one contract. Now, you have just got to consider whether you would like to buy a thing 
in this way. Suppose the contract was for delivery of vehicles. Would you like to, 
make a contract in which YOlJ may be delivered a bullock cart or a Victoria gAll.,i, or 
perhaps a very fine motor car. Naturally you would not. You will say, '1 would not 
bother about it. . I want a particular thing.' So, what happens is that these contracts. 
are generally based on qualities which will be useful to the spinners and could be taken up, 
if not by the particular spinner, by some of his neighbours. Then alone cs-n the merchant. 
who bought from the market hedge the cotton, because to hedge it he has got to get 
somebody to buy it. It is not magic. It simply means that he goes into the market 
aud finds some one who will buy that cotton from him. He sells a particular standard,_ 
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a.nd then he knows that he will have to pay so many points more or 80 many points less. 
In Bombay it ill impossible to mix up all these qualities in a single contract because the 
difference in spinning value and quality between inferior Bengal and high staple cotton 
is extreme. A mill which really wants staple cotton of t to 1 inch will not care to buy 
a thin~ which may ultimately turn out to be a few hundred bales of Bengal cotton even 
though it may be so many rupees cheaper. What can he do with it! It will have to 
go into the market again. 

President.-Surely it is not the proposal that inferior Bengals should be included in a 
single hedge oontract with say Cambodia 7 

A. I am talking from the discussion that we have had in the East India Cotton 
Association in the past two years. The proposal is that if you have every possible kind 
of ootton in one contract then the total quantity to be tendered would be so enormous 
that nobody would corner it. They do not see the other side of it, that nobody would 
buy it uuless you offer it very cheap, because then the man who buys ha.9 got the risk 
of getting cotton which he may not want at all and which he would have again to go 
into the market to sell to somebody else.. • 

Mr. SubbaRao.-Could:you not make allowances for the grade you want? 
A. Allowances are possible. They are alre~y there. In fact some years ago a contract 

for Broach was a fine cotton contract. Then people found that the fine class was a small 
,quantity and couldbe cornered, and they made it a fully good contract, i.e., the quality 
was lowered and that was made the basis. My point is that in India, under Indian condi.
tiona, where we grow so many different qualities of cotton, it is not feasible to have one 
,oontract without, as a speaker in Liverpool said, enormously depreciating the value of the 
.contraot. That is, whoever buys that contract will have to allow for any rubbish being 
thrown on him and will have to offer a very low price in order to cover all the risks he 
takes. It means that very few people will buy and the contracts will be unworkable. 
Therefore in India we are obliged to have .three different contracts because we have 
·.three really different kinds of cotton. Bengals are inferior cotton, very short staple; 
Qomras are medium and Broach and other superior cotton are long staple. I have seen 
·that there was some evidence before your Committee for one hedge contract, and I was 
.trying to show that that suggestion is based on want of appreciation of the conditions. 

Q. The millowners asked for it. 
A. They won't buy it. They want their own particular qualities and they are quite 

. .sure not to buy that oontraot. 
Mr. Majmudar.-They may make purchases when: they find cotton prices low and .••• 
A. Furtures or spot 7 
Q. Futures. 
A. There have been three oontracts recently. There were five before. But there are 

-three Broach and Oomra oontracts and the Bengal contract, and I do not know of any 
mills which are buying Bengal contract at all and merchants also are now fighting shy 
of it because it means getting rubbish which it would be extremely difficult to get rid of. 
If you make a contract in which Bengals could also be tendered against Oomr&'9 then 
merchants will naturally fight shy of the Oomra contract so·called or they would want 
.to offer very low prices for it. There is a side issue to that, because the price in Bombay 
of that future oontract is the basis for the rate at which the purchases are made by dealers 
.and others upoountry from oultivators. So the depression of t.hecontract price in Bombay 
ultimately means a much lower price all round being offered to the cultivators. 

Q. Do you consider this is the outcome of a desire of the millowners to get their cotton 
.oheap 7 

A. No; I think they have a hazy idea, that as in Liverpool they have this system and 
escape losses owing to fluctuations in cotton, if "ey did something like that in Bombay 
it would be a good thing; but I am afraid if the thing is tried it will be found to be a 
failure. 

Raja Bari Kishan Kaul.-You don't think it would be possible to have the largest orop 
.&8 the basis. Out of the three oontracts whioh is the largest 7 
. A. To.day in quantitJ< the Oomra quality is the biggest because it is the largest quantity 
.of ootton of homogeneous kind. It means many oottons more or less homogeneous. 

Q. Oomras as the basis and Bengals &8 so muoh below' • 
A. That is the suggestion, and I say that their characteristios beinl! different, and the 

.spinning value being different, the so.oalled basis is nota constant thmg. 

Q. Now the people buy Bengals 7 
A. They do so on the merits of that partioular cotton. If you buy a contract and then 

.you find Bengal thrown at you at Rs. 25 discount whereas in your estimation it may be 
:)ts. 50, or you may even be a spinner who does not use Bengal at all, then the problem 
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beromes different •• My point is that the contract would be useless for the purpose for 
which the millowners seem to be asking for it. 

Q. If the millowner wants Bengals of course he will lluy Rs. 25 below? 
A. He will buy the ready stuff. What do"s he do to.day? The Bengal contract is in 

.,xistence, but so far as Iimow very few mills at all buy the Bengal contract. They 
think it far safer to look at the stuff and buy on the spot. 

Q. That would only mean regulating the variations from the bMis from time to time? 
A. Yes, but when the differences-are very wide then the danger would come in that 

merchants would shun .that contract and mills will have to shun that contract. When 
they want to hedge there must-be somebody to buy. I speak of the wide contract. 

Mr. Majmudar.-You are referring to short staple cotton. What I am enquiring is 
whether the short staple ootton would not sell at a reasonable difference, and so long as 
it could be sold, it is immaterial as to whether the mills take it or the merchants take it. 

A. What is the proper differenoe? That is where the wlwle trouble comes in. That 
would depend on the quality and prices. Supposing now the difference between Oomra 
.and Broach is Rs •• 17, it may.be Rs. 37 or Rs. 47 when the contract comes to be delivered. 
I simply put it like that. It is rather too technical and I personally do not wish to take 
up the time of the Committee if you do not }Vish me to do so. I thought it right to mention 
it because I do not like you to get .. way with the impression that one contr .. ct is a wise 
thing to suggest. 

Mr. Majmudar.-Your difficulty is only with·reference to Bengal cotton-the low 
staple cotton? 

A. It will come in when you go to longer staple. cotton, with several classes of cotton 
which now go as Ooinras. 

Q. Do I understand you oorrectly, flhat if there are two contracts, one for the Bengal 
short staple and the other for the rest, there will not be much difficulty? 

A. I doubt that too because in the Broach contract you have got Surats and N .. vsaris 
and in the Bombay market you will find they vary very ,widely and when you have 
Oomra8 mixed up that problem will be extremely difficult. I would m .. ke Oomr .. s .. s 
it is, .. s"par .. te contract, bec .. use it is a class by itself. We would h .. ve a contract for 
good staple cotton, a contr .. ct for medium and a contract for short staple until Indian 
~otton improves so much that an .. verage could be made, but I do not see any ch .. nce 
for it in the near future. 

Pruident.-We now come to the last section: You consider th .. t the town duty of 
Re. 1 a bale should go. You say it is .. sort of h .. ndicap to the mill industry. Is Re. 1 
.. bale such .. serious handicap? . 

A. Well, Sir, if you look .. t the .. mount it comes to a very decent sum. When 35 
lakhs of bales come into Bombay 35 lakhs of rupees are collected. Of course part of it 
goes in one direction and part of -it in another. The mills p .. y their share of it. I think 
it is a fairly serious handicap, and I do not see why it should be 8'0. 

Q. If you consider Re. 1 a bale as a serious handic .. p, Mr. Madon, would not an inc;ease 
cf half an anna in the y .. rd in the price of cloth be .. serious h .. ndicap to the consumers of 
cloth? 

A •. There the difference comes in like this--th .. t the consumer has not got to sell the 
doth again. He simply wants to make .. co .. t or a pyjama, and when he has got'to m .. ke 
it, he does not very much worry whether the total is Rs. 5-12-0 or Rs. 5-14-0. In the 
la..t few years when cloth has been going up and down I do not think any consumer said
that if he could wait a few days more he might get his cloth a fewann&s cheaper. The 
retailer and the wholsesaler have to do so bec .. use they have to see whether they will 
make a profit, but the consumer, I do not agree, thinks of it .. t all. The mill is in 
a position entirely different because there every rupee tells on the net profit they are 
going to make. If a mill is using 30 thousand bales it me&ns 30 thous .. nd rupees less. 

Q. If you reduce the purchasing power of the consumer by 121 per ,cent. he would 
start thinking of every .. nna.. 

A. He will. Unfortunately this consumer is not very liter .. te .. nd does not know what 
is happening. He simply goes into the market, to his bani .. and buys if the bani .. gives 
him credit. He only stops buying when he cannot pay the money, when the margin 
is not there. In the last few ye .. rs the cultiv .. tor had some margin and n .. turally he has 
been spending. He is not going to stop and think what it costs him, when he has 
the money. . 

Q. He stops to think wh .. t it costs him in cloth? 
A. I do not agree. You are referring to the times in 1917.18. But the bulk of the 

trouble came from Bengal bec .. use there were stories of Bengali women not having clothes, 
.and so on. The real trouble there was not an anna or two annas a yard, because over 
the rest of India cloth was selling like .. nything. Wh .. t happened in Beng .. l was, owing 
to artificial conditions jute was not selling at even half the normal pre·war prices. Thus 
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the jute oultivator was absolutely ruined, and that was why he had no mon~y to put i.m 
oloth. A few yards of cloth do not really make an.y differenc~. 

Q. But why was it that oonsumption of cloth in 1919 went down to 7 yards per head' 
if prioes had no effept on consumption! In 1919 and 1920 the oonsumption per heaci 
of pieoegoods-mill'made goods-went down to 7 yards a head against the pre-war
years' 13. From 13 it went down to 7. What was it due to if it was not due to the high. 
prices of oloth ! . 

A. It was, if I may put it that way, due to the smaller crops and smaller production. 
beoause I know as a matter of fact as a merchant that in 1918, 1919 and 1920 it was not_. 
question of the mills being unable to sell but being begged to give stuff. Nobody -would. 
give, and in a month's time large quantities were contracted for, even 12 months ahead. 
It was not a question of oloth not being Bold. 

Q. I do not think that was so. 
A. That was my experience. That will be the reply of any merchant to you. In, 

those years it was not a question of clot,h not being sold; it was a question of cloth not 
being available. 

Q. It W8.8 not sold to the oonsumers. 
A. If the stuff oould not reaoh the merchants it could not reach the consumers. r 

have not gone into these facta again, otherwise I might have been able to say. I ]roo,v 
this one faot that throughout that period.the yam was selling very high and still deaIer~ 
were buying months ahead forward deliveries. 

Q. Then, was not the trouble due to the faot that they over-reached themselves t 
A. The over-reaching came in 1920 with the famous reverse bills. It was the deflation. 

etarted by Government. It was referred to by Professor Jevons. 
. Q. Do I understand you to hold that the price of ototh has no influence on consumption I. 
If you were to double it to-morrow, you will sell just as much? ' 

A. You oannot double without the price of cotton being double and the price of 
manufactured commodities.......... . 

Q. If you put on a sufficiently high import duty; if you put on a prohibitive import. 
duty and keep out the foreign goods? 

A. Well, tilat would ocour if the looal manufacturing capacity was not sufficient. If 
it was, then that would not occur. We know that in the case of cement. In faet, oement 
had been selling a good deal below the import price for the last four years. A mere duty 
is not enough. 

, Q. The question is, how is an import duty going to help the millowners unless it enables 
them to get rid of their produotion ? . 

A. My feeling is that it will help in this way. There will be less competition and tho.! 
will enable looal mills to sell more of their stu1f and more easily and get a fair prioe for it. 

Q. If they oannot sell their stull' at the present prioes how oan they sell at higher prices,. 
whicn would be the result of an import duty? . 

A. It will not be only the import duty that will allect the revolution. It will have t~ 
be some fixing of the exohange and returning to normal conditions. That will have to-
~w~~ . 

Q. You say that there should bl!, a two-fold duty-an additional duty of 121 per oent 
on all imports, eto. You mean on imports of piecegoods and yam, or on imports of 
everything? . , 

A •• Well, Sir, I understand that to be an exchange trouble. I mesn on everything, 
both piecegoods and yam. 

Q. I am referring to all imports into Jndia. 
A. The argument would apply to everything, but here I am talking of yarn and. 

piecegoods. 
Q. As regards piecegoods and yarn, I think we had some sort of agreement that 121· 

per oent. would not be necessary. The millowners themselves only asked for half_ 
They asked for 8, bl.t that was based on Japanese exohange; but they only ask for half 
of this, i.~., 61. Y 0\1 go beyond that! 

A. I am not going beyond, Sir. I do not know whether" the millowners have based 
themselves on the oorrect exchange oonsidl)rations. My feeling is that exchange having 
been twisted up 121 per cel)ll. the duty will have to be in the next few years the full Ill! 
per oent. to neutralise the evil that has already been done in the past three years bec!'use
goods have been drinn out of markets. Other qualities and other goods ,have been gIven 
80 ohanoe of establishing themselves and in the next few years the full, dillerenoe of 121 
per oent. will have to be allowed. But it is for your Committee to deoide. . 

Q. Your aeoond point is-' a duty equal to the depreciation of the exohangesof the
exporting countries from their pre-war gold par' Y 

A. Yes, that would be necessary. 
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Q. Have you considered if it is worth while' We have had no special complaints 
.. regards competition from the countries you mention. 

A. You had complaints about Japan 1 
Q. We have not had complaints about, other countries. Therefore is it worth while 

making a discrimination r 
A. I am taking a correct scientific view of this problem and saying that the duty should 

apply to every oountry that sells goods to India and has its currency depreciated. Why 
ahould it apply to one country with a depreciated currency and not to another 1 

Q: If you take that view you will have to ha.ve somebody to work out the duty every 
month. Would you not 1 

A. I do not think so. That is rather an administrative matter. The Government can' 
'Bay that the duty should be the difference in percentage ofthe gold par of -that country 
and its actual exchange in the previous three months, and that would be the additional 
duty to be applied to' each partioular case. It is not a difficult thing to
administer becau8!l it will be so much per oent. and nothing more. 

Mr. 8ubba Rao.,-You deprecate any abolition of duties on the import of stores' 
A. Yes. 
Q. But would you make an exception in the oase of synthetic dyes, because there is no

looal production! Two orores and a half worth' are imported every year and there 
is no local prod1Jct competing seriously. , 

A. Where there is no local production competing, there should be no necessary objection 
to the removal of that particular duty. But what I had in mind was that unless you 

'have reasonable duties, on articles that could be manufactured in thill country, the 
manufacture would never start. ' 

Q. But there is not much likelihood of our starting any synthetio dyeing factory-in 
the near future. ' _ 

• A. I do not want to argue that point. I do not think it is possible in the near future. 
Q. And would you not make an exceptionili. that case ? 
A. I have merely put a general proposition. 
Q. You would in this casa make an exception 1 
A. I have no objection. , 

Preaident.-You make a most interesting suggestion at the end of yom evidence~ : 
• the oreation of independent warehouse oompanies with substantial capitals, who take: 
charge of such goods and warehouse them'. 

A. That was part of the suggestion about financing. 
Q. It is an extremely interesting suggestion. I would like to know how far you 

oonsider it feasible in India ? ' 
,A, I know uf the case of the United States, though I have no personal knowledge. I 

know of Japan of which I kave close personal knowledge, beeause I worked there many 
Y8&l'S. In Japan warehouse oompanies are started under a special law of Government 
which put certain duties and respo~ibilities on the owners of these comllanies. ,They 
are generally joint stock companies and there are private firms aIso. Then the warrants 
of those warehouse, companies being issued 'under legal safeguards of various kinds. 
are very easily negotiable by bankers, ete., and that very much helps the financing of' 
goods. For instance I may store my good!! in a warehouse and then if I want money I 
may take the warehouse warrant to the banker and he will have all the description of the 
stuff and under the signature of the warehouseman to ahow that I was not faking, 
and the gpods were really there. So f!nancing really beoomesoomparatively easy b,ecaus& 
it is merely to take that paper and the banker has not to go to, the godowns and count. 
He simply looks into the wa,rrants, sees that the quantity is there and then if he is satisfied 
about the valuation, he gives 70 or 75 per cent. That thing has been developed in Japan. 
during the last 30 years, and it is my conviction that such a tbing is needed in this count,ry ~ , 
At present the bulk of the goods is in the warehouses of dealers themselves, or in the 
mill godOWIlli. Naturally you cannot keep count of it. Then there is the further
difficulty of one not knowing exactly what the contents are and whaA; their description is. 
That makes things difficult. I have suggested in this connection warehousing facilities 

, for the finance of individuals dealing in local mills goods, because I have noticed in several 
cases that came to my notice that that was a difficulty which the bankers felt. They say 
it was easier when it was imported Manchester stuff. It came ~hrough a particular 
bank-an exchange bank-and the documents come straight to them they would know 
that those goods had heen stored in the godowns and the banks could safely leRd money. 
In the case of locally made cloths the only evidence is some business in cloth from" 
local mill, and then, the dealer if he went to the bank for finance would have some kind 
of invoio from the mill if it is all stuff from the same mill. But irhe has bought a C&ile-

1[0 y 422-5 
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hert> and a casO! there, that is diffioult. So I think an organisation of some kind of ware
houses on the lines in whioh it is done in Japan and in the United States would very 
much help the finances and liquidity of the merchants. 

'Q. You would h~ve to have warehouses all over the place? Would you not? . 
A. No. After a time things adjust themselves in this way that the warehouse being 

11. big conoern, can have its own railway siding or arrange a siding with a shipping oompany 
and then this warehouse company takes care of everything. It takes delivery of the 
stuff and keeps it in the warehouse. Everyday the warrants are prepared and brought 
'Or if I want to ship out the goods I can give another order saying' out of my cases please 
ship 25 cases by such and such steamer " and they do it because they have a well.orgaillsed 
and trained staff and all other faoilities whioh only a big company can have. Every 
individual dealer cannot have his own shipping department or railway siding. • 

Q. My point was that you would wa~t to have warehouses in different cities, one in 
:Bombay, one in Ahmedabad, one in Cawnpore and so on ? 

A. Yes; in different places, wherever there is a large amount of merchandise coming 
into the hands of the ·wholesalers. It is the wholesale trade that requi:;es this kind of 
finance. 

Mr. Suhba Rao.-Have you any balance sheets of a warehouse company? 
A. No; I have not got them here. 

Prll8ident.-Do you know of any literature in which this system is described, 
Mr. Madon , 

A. I think I had it sometime ago, for instance, the United States Act govt>rning the 
warehouses. I will?"y and send it you •• 

bIro Svhba Rao.-Are these warrants specifio or gent>ral ? 
A. The warrants are separate. Supposing I put 50 cases of piecegoods, I get a warrant, 

or if I ohoose to do so, they will give me one warrant for each five oases. So that 
whenever I want to give 5 oases lean deal only with one warrant. 

President.-The warehouse oompany makes itself responsible for the correct description 
of the goods , 

A. It is not the warehouse oompany whioh makes itself responsible. What happens 
is if it is taken delivery from mill X, when it takes my delivery order to the mill, it will 
have to verify before taking the . delivery. They see to the number of the cloth and 
count the number of cases and then take delivery and thus become responsible for the 
quantity to be delivered. It is described on the warrants. We have a small compsny 
in Bengal. 

Q. What are they working' What sort of goods , 
A. Mainly goods which are liable toimport duty and by keeping which in the warehouse, 

the merchants esoape paying import duties and looking up funds. This is not under 
any partioular oharter and I do not think excepting the general law, there is anything 
that deals specifically with warehouses, while in Japan and in the United States they have 
a special law. 

Q. How long is it sinoe you were in Japan' 
A. For about 11 years I was there, from 1894 to 1905. Then off and on I paid several 

viSits, the last visit being in 1918. 
Q. Can you tell US anything about the yarn exchange' 
A. -I think I oan. I shall send you a short Note on the subjeot (see Annexure B). It 

is more or less on the same lines as the ootton futures business done in Bombay. But 
in every such thing the first thing they have got to do is to lay down the basis artiole, the 
artiole which everybody will deal in and for that purpose in the yarn exchange in Japan 
they have laid down 20s count of yarn. So all business is done for 20s yarn. But it 
does not mean it is only 20s. The basis is 20s. but holders of other counts hedge by selling 
20s aooording to their own idea of the parity of what they hold with 20s. Then what they 
do is that the oommittee of the exchange ~its down and examines all the samples of the 
different mills and settles for a certain period the point.s on and off for various.qualities of 
20s yarn. They will say mill J is yen 2 on per bale, mill X is yen 5 on, mill F yen 2 off, mill 
:B yen 3 off and so on. Now the oommittee decides the basis and the business is permitted 
only to those who are members and shareholders of the exchange. Outsiders are not 
reoognised. It is supposed to be between members. The one thing which differentiates 
business in Japan from business here is that the exchange is supposed to be the body 
through whioh you sell and through which you buy. Practically all business is supposed 
to deal with exchange. If member A sells to member B, A wilLgive contract to the 
exchange and B will also give contract to the exohange. It is a central body and thia 
safeguards the general public and the m~bers from risks because if, for instance, B 
fails, A does not lose because the exchange is bound to make up the losses. To he able to 
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do this, the exchange is started with a very decent amonnt of capital, and over and above 
that they get a share of the brokerage and further they have a right nnder the charter 
to c..u up margins. So what they do is when the business is concluded they imll\6diately 
call up 3 or 4 per cent. margins from both sides. 

Raja Barl KisMn Kaul.-Evenfrom the seller! 
A. FrOIQ both. It may be cash IQa.rgin or the man may give the seourities. That is 

called the original IQargin. Then suppose the market goes down, it is the buyer that 
los" 8. The exchange iIQIQediately notifies to that man, 'please pay in yen 5 more per 
bale'. U he does not do so before the next day at 12 o'clock, the business is closed and 
the exchange gets out of any further risk. All this is done nnder the charter and as no 
other party in that city can deal in futures of yarns except that exchange and the 
meIQbers of that exchange, natura1ly everybody ha.s got to confOrIQ to the rules and 

• bye.laws laid down. " " 
" Pre9ident.-Yon mean that the exchange has got a charter' 

A. Yes. In .Jaran they have a general law which governs all kinds of futures trans
actions in all kinds of articles and then each exohange which deals in a particular article 
has got to conform to the general provisions of that law and to confOrIQ to its own bye-laws 
and regulations which are again subject to the approval of the Minister of Commerce. 
The Government keep themselves in close touch with it. It considers it its duty to see 
that things are going right_ They do, not interfere in day to day transactions. 

Q. How do they sell yarns above 20s ! 
A. What happens is, if I hold 100 bales of 16s allli I am afraid that market may 

go down, I go and sell 20s on the exchange at the price of the day, knowing that"if 20s 
goes down, 16s also will go down more or less and by experience I know at what 
difference I would be justified in selling the exchange. -

Q. But after all 20s may be a fairly large proportion of the total production. 
A. From the IQonthly reports of the Japanese Spinners' Association it is not a large 

proportion. • " 
Q. It seems curious to have an exchange in which transactions are confined to 20s yarn. 
A. Yes. Everybody now after long experience has got used to the fluctuatious, and 

it is a matter of practice and experience and one can form a fairly accurite' 6stiIQate of 
the difference at which he will think it safe to sell 20s in order to hedge his own purcha.ses 
which may not be 20s but 16s or 24s or 40s. I do not think many ever hedge against 
very high oounts, say 30s, 32s and upwards by a sale of 20s, because there a different 
killd of cotton comes in. But all yarns below 20s are very well hedged against 20s 
contract because prices move more or less uniformly there. 

Q. Do you consider a similar yarn !,xchange would be an advantage to the Bombay 
mill industry ! 

A. It would be. But it is not as easy to 1\0 it as to say. Such things cannot be created 
by word of mouth. The business ha.s got to be started. Perhaps it will take 3 or 4 years 
to be established. In Japan it started somewhere about 1889. I went there in 1894 
and it was not an active market then. But gradually both the millowners and the holders 
of piecegoods and holders of yarn came to understand the advantages of it and the }hing 
ha. developed to a large extent. 

Q. What is the special value of such an exchange to the industry ? 
A. All these exchanges really do one service. They distribute the risks of fluctuations 

of markets over a great many heads, because in a futures market it is not only the man 
who really wants to buy that yarn that buys it, but it is also somebody else who is only 
a piecegoods merchant and who thinks that the level for yarn is cheap who buys. That 
kind of thing goes on. It may be even an outsider who goes and buys, because he thinks 
it is a good investment for the time being. Merchants are constantly thinking of the 
lines which promise to give them more profits and therefore, in the futures market, you 
have thousands of people who are not directly dealing in that particular business. So, in 
a big collapse, the results are not as disastrous in an exchange as they are in !Uarkets 
where there is no exchange. 

Q. On the other hand does not the existence of a big market like that of which not only 
the mills but piecegoods merchants and outsiders could become members •••• " •• 

A. They cannot be members. 
Q. Who can be members? 

. A. It is for the body to elect the members, and the first shareholders are generally 
members. In the old <,lays a man had to take a certain number of shares before he would 
be enrolled a.s a member. 

Q. Is any technical qualification necessary to be a member? 
A. Nothing, excepting that he is a man of fairly substantial means to be able to meet 

his liabilities in case of fluctuations. 
1Il0 y422-5a 
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Q. But is there not also the possibility that the existence of an exchange of this kind 
promotes specUlation.? It gives opportunities for people for gambling which they would.' 
not otherwise have. 

A. You will find.a much better answer to that 1n the speeches I have given you from 
.the Liverpool Association. They are trying to answer the same question as to whether 
it is gambling or whether it is an encouragement to business. 

Q. I understand the position as regards cotton, but not as regards yarn. 
A. Yarn in Japan has been supposed to be the one thing that will be nearest to the

manufactured goods, because yarn is half manufactured and it has been considered an 
advantage to hedge in a half manufactured production where the movements would be
more closely in correspondence with the movements of piecegoods rather than to hedge
in cotton. 

Mr. 8ubba Rao.-Like pig iron for example? 
A. Yes. ' 
Pre8ident.-:-Has Manchester got a yarn e:x;change ? . 
A. It has got an exchange; but it is not a futures exchange. I am not in close touch 

with it. 
Raja Bart KiBhan Kaul.-Is it not a difficulty here that the milIs dO' not generally sell 

their yarn ? . . 
A. Still there is a very large business in coarser yarns still going on in Bombay-a good 

deal of business in yarns of 6s, lOs, 14s. 
Q. If they hedged on a large ecalethey might not have the yarn available if the demand 

is made by the purcha.qer. 
A. No; there is no danger of that, because the amount still sold as yarn is quite

considerable. And then what will' happen is in the case of a manufactured article if 
anybody tries to corner, it is quite easy for a mill to postpone its production of something 
else, and start on say 20s. for a few days and turn out the quantities required. It alii 
depends on the prices. 

Q. You think it is practicable? 
A. Yes; because it is practicable in Japan; 
Q. With cloth it will be difficult? 
A. Because there will be difficulty about the basis of the cloth. PElrhaps the Millowners 

will be able to tell you whether there is any basis. I am not familiar with that problem. 
Mr. 8ubba Rao.-In reply to Question 120 you say' the margin of profit on highez:-

counts has been much poorer than that on coarser counts ". 
A. Yes. 
Q. Will you please tell us why the margin is much poorer in that case' . 
A. If you ask why, that is a technical problem. My point is I cannot tell you why the-

margin is poorer. If you simply take the margin in annas per pound, it may be found 
to be bigger but when you distribute that margin over the total capital employed and 
the total time taken for the product, you would find that it would pay a mill to 
turn out coarser counts than to turn out finer counts. The net return ef the capital: 
employed will be poorer. 

Q. Because of the greater employment of the spindles ,and so on , 
A. That i!I my impression from such information as I have from my friends in Bombay ~ 

and I know of several mills who thought it advisable to go back from finer counts to
ooarser counts because they thought that the latter paid them better. It iii merely a 
side issue, because your present enquiry is not an enquiry for protection in general. It is 
against the present conditions. I simply say that this will be the problem to be tackled • 
if you wanted to deal with finer counts. Your Ilnquiry is for protection against 
present oonditions. So I simply said that this would be a problem to be put forward if 
you want finer C01Wts. 

lJlr. 8ubba Rao.-Do you suggest that we should go on to finer counts? 
A. I think it should be the next development. Evell to-day we are importing a 

considerable amount of fine counts of yarn and there is no reason why it should not be 
manufactured in this country a1thongh there are climatic and other considerations. 

Q. Raw material , 
A. It is a handicap to us as well as to Japan or Lancashire. They have no raw material. 

American cottOIl has got to be imported from America. -
Q. It is a question of climate , 
A. Climate and other conditions. But those difficulties could be got over. 

Q. You think the development is desirable' 
A. I think it is highly desirablt;. 
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ANNEXURIII A 

Average Daily Wag88 of..JJiU-hands in Japan 

(as per Monthly Reports of the Rengokwai) 

T_T_ on 
London 

. 
October 1922 -- -- 26 5/16 
November .. -- -- 26 
December 

1923 -- -- 25 * January -- -- 25 1/16 

September 1923 -- -- 25 i 
October .. -- -- 26 3/16. 
November .. -- -- 27 
December 

192-1 -- 26 11/16 
January -- -- 27 ·1jl6 
February .. -- -- 26 9/16 
March .. -- -- 26 11/16 
April .. -- -- 23 7/16 
May .. -- -- 22 * June 

" -- -- 23 
July 

" -- -- 23 
August .. -- -- 22 5/16 
September .. --- -- 22 3/16 
October .. -- -- 21 9/16 
November .. -- -- 20 5/16 
December .. -- -- 19 15/16 
Jauuary 1925 -- -- 19 * February .. -- -- 19 i 
March. .. -- -- 20 9/16 
April .. -- -- 20 13/16 
May .. -- -- 20 9/16 
June .. -- -- 20 * July .. -- -- 20 * Augusi .. -- -- 20 * September .. -- -- 201 
October .. -- 20 * November .. -- -- 21 1/16 
December .. -- -- 21 * January 1926 -- --

. -
Wages per day 

-

Male Female 

1-536 1-225 
1-517 1-212 

1-518 1-200 -
1-469 1-174 

-1-474 1-176 
1-497 1-184 
1-525 1-198 
1-158 1-200 
1-512 - 1-207 
1-516 1-210 
1-517 1-211 
1-525 1-21 
I-52 1-224 

1-527 1-184 
1-529 1-193 
1-522 1-201 
1-534 1-218 
1-546 1-225 
1-043 1-232 
1-532 1-235 
1-551 1-240 
1-539 1-218 
1-535 1-217 

1-557 1-225 
1-555 1-208 
1-551 1-211 
1-048 1-217 
1-049 1-229 
1-569 1-235 

February OJ --
:: } Wages figures not given_ March 

" .-
April .. '- .. I I 

ANNEXURE B 

Note on Ike Yarn Fulur68 Markel8 in Japan 

'There are several places in Japan where yarn is bought and sold for future deliverieti 
just as cotton is bought and sold for" Vaidas .. in Bombay_ These markets are organized 
:as joint-stock Companies with very substantial capital_ The largest of such Exchanges 
is at Osaka. although there are Yarn Exchanges at Tokyo, Nagoya and Kobe, and perhaps 0 

-also at other pla.ees. They have a similar Exchange for Chinese yam at Shanghai, China, 
which showl that the Chinese also have felt both the utility and the necessity of such an 
Exchange_ ,-

°The members are elected by the Board of Directors of this Exchange, and they must 
lie shareholders before they can become eligible for membership_ 

In Japan, there is a general law dealing with markets where business is transacted for 
future deliveries, and the organisers of any such Exchange, whether it is yam or cotton 
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or rice or oil or shares. have to apply for a charter under the Act and to submit to the 
supervising powers given to Minister in charge under such Act. The rules and bye.laws 
are also subject to his approval. 

Under such rule~ ~I!-d bye-law~ the Board of Directors of the Exchange has power 
to regulate the conditions of busmess. the power to allow or suspend business and the 
power to call for margins. 

The theory is that .the Exchange itself buys and sells. Only members can deal in 
that Exchange. but they are supposed to deal not with each other but with the Exchange. 
who becomes the counter party to both the buyer and the seller. The result is that the 
faiJure.of any member does not affect other members. as it is the Exchange that they 
look to. to fulfil their oommitments. - . 

For standing as intermediary. the Exchange gets from each member half the brokerage 
that he can charge of his own clients under the rules. and this forms a very substantial 
source of income to the Exchange. To protect itself for the risk it undergoes as 
intermediary. the Exchange has power to call up margins. and to close the transaction 
if such margins are not forthcoming by noon the following day. Members have the same 
rights and ask for margins from their clients. 

The amounts to be called up for margins are indicated in the bye-laws. so that all 
who deal in that Exchange know what to expect. There are three kinds of margins
first margins, follow-up margins, extraordinary margins. As soon as a business is booked, 
the Exchange calls up the first margin from both buyer as well as seller. This is generally 
a figure equivalent to about 5 per cent. on the average price of the stuff during the past 
year. It is permissible to give securities instead of oash for such' first' margins. Then 
the' follow-up' margin is called up as and when market goes against a party. i.e., from the 
seller in case of a rihe, alid from the buyer in case of a fall. This must be in cash and is 
generally called up as soon as half the original or first margin is exhausted by the fluctua
tions of the market: The extraordinary margin is extra money called up in times of 
wild fluctuations to protect the Exchange against a big rise or fall betwE'en the closing 
market on one day and the opening market on the following day. Contracts are oompared 
and margins and other matters settled at 12 noon every day. 

The 'deliveries were only 1st, 2nd and 3rd month in pre-war days, but now business is 
permitted fcir seven months at a time, i.e., one can buy or sell to-day for December
January-February-March-April-May or June delivery. 

The prooedure of deliveries is as follows :-
All delivery and payments is supposed to be due on the last day of the particular month 

of delivery, i.e .• 31st January for January unless the Exchange rules it otherwise. 
There is however, no physical delivery on the last day. Every one that intends to 

deliver has to bring and put his goods into certain warehouses in the control of officers 
of the Exchange, and get warehouse warrants. Then he has to apply to the Inspection 
Offioe of the Exchange for inspection of the q uality_ The Inspecting Officer examines the 
goods. and givesa suitable certificate if they pass the standards laid down by tbe Exchange. 
There mURt be one certificate for each warehouse warrant of 5 bales which is the unit of 
delivery. Then. on tbe last day-<lay of delivery-the seller goes to the Delivery Office 
of the Exchange with his warrants with Certificates duly attached, and hands them over 
and gets the cheque at the settlement price. It is thus possible to complete delivery of 
thousands of bales in a few hours. 

The present rates of brokerage are 62 Sen (100 Sen=l yen) per bale up to a pr!ce of 
yen 260 per bale and 2 Sen per bale more for every yen 10 higher in price. This applies 
to the first three months of delivery. For the next three months it is 6 Sen per bale 
extra. For the seventh month, it is a further 6 Sen, i.e., 12 Sen more than the rate 
ohargeable for first, second or third month. ' , 

The basis quality is the 20s yarn of a particular mill selected by the Board of Directors 
as nearest to their standard specification. The yarns of the other mills are declared 
&8 so much " on " or off. Thus Mill A may be the standard, and the seller receives and 
the buyer pays the price named in the Contract. Mill B is declared say Yen 2 per bale off. 
Then if yarn of Mill B is tendered, the buyer pays and the seller receives Yen 2 per bale 
less than the oontract price. and so on. . 

The basis mill and the" ons " and" offs " for other mills are fixed by the Board three 
months in advanoe of the deliveries to which they would a.pply, and so those who give 
and those who take deliveries know exactly what they will get. 

There are no disputes and no appeals against arbitration after delivery as in Cotton in 
Bombay, because the surveys are held by the Officers of the Exchange, and based on 
sta ndard tests without being infl~ced by the position tlf bulls and bears at date of 
delivery. • 

The charges for storage ar&-
lO Sen for bale per month for storage. 
12 " "Yen 100 for insurance. 
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Yarn once warehoused and certified is good tender for three months from date of certificate. 
Then a fresh inspection must be applied for; and a fresh certificate obtained when it is 
again good for another three months. 

It may be mentioned here that the oldest of the Yarn Exchanges in,Japan, viz., Osa,ka. 
is named-" The Sampin Exchange" the word" Sampin " meaning" 3 articles" because 
the original idea was to deal in 1 Cotton, 2 Cotton, Y sm, 3 Cotton Cloth. Somehow 
it was found impossible to develop the first and third, i.e., Cotton and Cloth, and yarn 
alone holds the field to this day, althongh attempts are being made for the past 4.5 
yean. to organise a Cotton Exchange also. 

ANNEXURE C 
In my oral evidence yeeterday I said that llrices do not get adjusted to the ourrent ratE> 

of exchange in countries with depreciating currencies and quoted some figurcs that I had 
worked out, or the French Index.Numbers, to prove that there continued to be a great 
disp .. rity between the actual level o( prices .. nd the level a8 it should be, if there' was any 
adjustment proportion .. te to the ch .. nge in the rate of exchange. I attach a statement 
of these figures herewith as it may be u.~eful for your record. 

I also enclose an extract from the monthly review of the National City Bank of New, 
York (for August 1926) which ha.s a bearing on the same subject and may interest yo~ 
Committee. • 

• Retail Prices (lnd Exchange 
That retail prices do not move to correspond with the movements of exchange oan 

be best seen from the figures of France. 

Par"of Exchange 25'22! 

i 
1926 

What France Prices in French Actual French 
U.K. .Exchange should be Figure . 

at parity 

January .. 171 129 870 480 
February .. 168 132 879 495 
March .. 165 137 i96 497 
April 

"1 

159 145 914 503 
May .. 158 155 971 522 
June 158 168 1,052 

I 
544 

The above are monthly figures for the current year when fluctuations have been rather 
wild. The same phenomenon can be noticeli in the yearly figures :-

< 

Par of Exchange 25.221 

Year What France 
Price in French should be Actual French 
U.K. Exchange at parity Figure 

1914 .• .. 100 25'15 100 " 100 
1918 .• .. 210 28 233 206 
1919 .• .. 209 41 340 - 261 
1920 •• .. 258 61 624 373 
1921. • .. 220 521 454 306 
1922 •• .. 180 661 435 297 
1923 •• .. 162 88 573 ·321 

The oa.se pf France is taken for illustration becaUse it shows the disparity, as if from II> 
magnifying glass, i.e., on a large scale, between the movements of exchange and prices. 
although the same situation will be noticeable in other countries with depreciated 
currencies. 
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MONTHLY REVIEW-OF THE-NATIONAL OITY BANK OF NEW YORK . \ (AUGUST'1926) 

Depreciating and appreciating c'UN'eneie8 

The depreciating and appreciating currencies have been harmful to trade by the 
confusion they have caused in wage.a.nd price relations. A depreciating currency 
reduces ,eal wages by a gradual and silent process that is almost unnoticed for a time, so 
that a considerable reduction may occur before a compensating readjustment of wage rates 
is made. Prices are afiected in like manner. Instead of rising promptly to compensate 
for the declining value of the currency they respond slowly, thus falling below prices in 
gold standard currencies. _ 

The iron and steel and textile industries have been notably afiected, because their 
products enter largely into world trad,e and consumption in these lines is not up to par. 
Belgium and France undersell Great Britain,- Germany and the United St~tes, because 
foreign buyers are able to convert their funds into French and .Belgian cUrrencies 
advantageously, while French and .Belgian costs and prices have not increased in corre
sponding degree. Canadian iron and steel producers recently have appealed to the new 
Advisory Tarifi Board of the Dominion for special customs duties to protect them against 
importations from countries with depreciated currencies, refe~ to France and .Belgium. 

Of course this apparent advantage to a country from the falling value of its own 
-currency is temporary and deceptive. The country is selling its products and labour for 
Jess than they are worth, usually without knowing it. The people of Germany went 
all through that experience and want no more of it, although complaining now of loss 
.of busine88 to Belgium and France. The Committee of Expertfl appointed to advise 
the French Treasury, in its recent report, says that .. the French people are working 
and producing, but most of them are being impoverished unconsciously." 

The British Situation 

On the other hand, an appreciating currency carries up wages and prices in purchasing 
power in terms of foreign currencies, unless readjustments are made, and this disturbs 
;trade relations. Thus in Great Britain from the beginning of 1925 to the beginning of 1926 
;the general wholesale price level declined about 10 per cent. and the cost of living as 
calculated officially declined about 5 per cent., mainly as the result of raising the currency 
1.0 the pre· war parity. The decline in one case was greater than in the other because wages 
.are a smaller factor in wholesale prices than in retail prices, and wages yield more. slowly 
than any other factor in prices. Eventually the readjustment probably will be practically 
'Ilniform, but at present the situation is that British prices in competitive lines are forced 
.down while costs have not declined in like degree. The purchasing power of British 
wages is tending upward, but British employers have failed almost wholly to get wage 
-concessions on this account. About 25 per cent. of the coal production in Great Britain 
is sold for export, and now must be sold at a lower nominal price, although in currency 
of higher purchasing value. The miners are contending for the same nominal wages as 
_they had last year, but if account is taken of the higher value of the currency this would 
mean higher wages. In the present state of the industry the margin of profit is too 
tIlII&ll to stand it, hence the shut down. Thus what should be only a readjustment of 
wages and prices to a change in the value of currency, without in the long run afiecting 
the standard of living, becomes the iBBue of a great industrial controversy. 



73 

Witness No. 61 

Mr. J. A. WADIA, BOMBAY 

WriUenBlalemenl 

Co) Repr"" 0/ an article/rom IMJ
• Time.r oJ IMia" dated Ike BIlk December, 1925 

On the 27th September, I024;you were good enough to publiSh a. review for the previouJ 
:yea.r, The review for the past yea.r is bela.ted owing to,my absence from Bomba.y, The 
_u1ts for tlie past yea.r are extremely disappointing and shqw a net loss of 25: 27 lakhs, 
,although dividends to the extent of 73'481a.khs have been pa.id out of reserves or sums 
carried forwa.rd. Agents' commission came to 19' 71 lakhs, salaries and wages come to 

·6'40 orores, interest on working ca.pita.l is 1'27 crores, inslll"ance comes to 36'49 lakhs, 
,and depreciation is reckoned at 43' 29 lakhs, the lowest figure since 1905, I give below 
the usual figures for purposes of comparison which will show at a glance the a.dvers3 

·circumsta.nces the industry ha.d been labouring under since 1921; I also give you prices 
.of yarn and long oloth since 1914.' 

ear 

1914 
1918 
1922 
1923 
1924 
1925 

Year 

:1905 ... 

1906 .. 

:1907 .. 

:1908 ., 

1909 .. 

1910 .. 

911 .. 

1912 .. 

1918 .. 

19U ,. 

1915 .. 

1918 •• 

1917 .. 

.1918 .. 

',1919 .. 

,1920 .. 

.1921 ' .. 

.1922 " 

:'}928 •• 

.'2924 .. 

Profit 
lakbe 

347 

3U 

186 

130 

121 

60 

62 

260 

182 

89 

186 

312 

674 

497 

1,306 

1,653 

.. '1,639 

727 

261 

37'43 

Less 
Commis-
8\on Iakha 

47 

47 

SO 

34 

30 

26 

24 

40 

29 

25 

82 

42 

76 

61'50 

131 

153 

140 

85'40 

89'64 

19'71 

Prices of local cloth and yarn 

Yarn per lb. annas 

No, lOs, 
6f 

20 
121· 
11i 
141 
lot 

No.20s, 
71 

27 
18 
15 
17 
13 

Longeloth grey 
annas per lb. 

10'3 
40 
26 
20 
23 
19 

Less B' dl I \ Paid· p Depreei&- pm es Looms Wage Capital 
tiolllakha Iakbs , erores 

--~I--'~'-

65 

66'25 

67'70 

72 

'14'62 

75'50 

77 

78'12 

79'76 

83'16 

83'37 

84'62 

86'26 

84'82 

86'37 

170 

177 

132 

69'S7 

43'29 

28,000 

28,000 

26'13 32,000 

27'34-' 36,000 

28'00 89,000 

28'04 41,000 

28' 90 421 600 

28' 85 43,400 

29' 25 45,250 

30' 09 49,000 

30'00 

30'00 

29'83 

28:82 

29'64 

29~6' 

80'22 

31'17 

33'49 

84'27 

-52,000 

63,206 

57,900 I 
69,102 1 

60,778 I 

60'
634

1 
62,763 

65,521 • 

68,946/' 

71,138 

201 

218 

217 

219 

229 

266 

256 

268 

247 

.237 

300 

818 

~76 

402 

500 

672 

782 

819 

747 

640 

6'3 

6'1 

6 

6'1 

0'6 

0'8 

6'4 

6'S 

6'S 

6'3 

0'8 

8 

8'8 

9'3 

18:1 

16'1 

18'6 

18'0 

20'05 

20 
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In the whole of India we have 336 mills having 83 '13 lakhs spindles, I' 511akhs 1001119 
employing on an average 357,000 hands and consuming 19 '18 lakh bales of cotton. We 
consumed less cotton last year than we did in 1922 when the consumption reached 22 
lakh hales per annum. In Bombay we have 82 mills with 34'27 lakh spindles, and 
71,000 looms employing on an average 148,000 hands daily. 0·11' consumption of cotton; 
was only 8'21lakh bales compared to 1922 when we consumed 10'741akh bales. The: 
quantity of yarn produced during the year under review came·to about 60 crore lbs. 
against 70 crore lbs. of the previous year, or a decrease of about 14 per cent. Of this 
amount abont 36 cr<ores were consumed in the production of 40 crore lbs. of cloth, whilst 
we exported to foreign countries about 38 lakh IbR. leaving a; balance of .. bout 24'37 
crore Ibs. for the hand·loom weavers. Shipments of yarn to China ·have now become 
quite negligible. 10-1905 we shipped to China about 6,52,000 bales; last year we shipped 
only 31,161 bales. I give below .the progress made by India, China and Japan sinc&. 
1914 as regards additions to spindles and looms. 

Year All India Bombay only China Japan 

1914-
.• {67' 78 lakh spindles 30 lakh spindles 10 lakh spindles 26'67 lakh spin-

dles. 
I . 04" looms 48,900 looms 4,755 looms '25,443 looms 

r 83 . 13 lakh sl,indles 34' 27 lakh 35' 81lakh spin- 44'77 lakh spin-
1924 •• ~ spindles. dIes. dles. 

Ll' 515 looms 71,033 looms 22,477 looms 64,460 looms 

The Japanese mills are working night and day and employing largely female labour • 
• The above figures show YOIl at a glance the progress of respective countries. It is a matter

of great satisfaction that the E'xcise duty has been removed. Of late year3 it has been 
falling. In 1921 India paid 2'38 crore rnpees, whilst imported goods paid 6'41 crores. 
For the year 1924 India paid 1'66 crores, imported goods paid 6'16 crores. The prospects. 
for the current year are anything but bright as we have had a strike of mill-hands which 
lasted very nearly for ten weeks. High, price of cotton, high 'wages and poor prices and 
indifferent consumption coupled with high exchange all combined against the prosperity 
of the mill industry. The raising of the exchange from Is. 4d. to Is. 6d. has inflicted 
a grievous burden on the producer. He is losing about 121 per oent. on the export value 
of his commodities. Not only that, but all other .articles which are consumed in the· 
oountry such as cotton and wheat are also affected by export prices; The purchasing' 
power of the producer has been reduoed by 121 per cent. and his economic condition has 
become worse. It is said that the rise in prices in the markets of the world compensates. 
him for the loss inflicted upon him by the currency policy of the Government of India. 
Is he so rich that he should be deprived in an indirect way of the benefits which arise in 
price of his commodities in the neutral markets of the world gives him? Moreover
who can guarantee that this rise in the gold value of his commodities will be 
maintained ? 

The Amerioan cotton crop is estimated at I' 62 orore bales with the result that prices. 
have faJIen enormously and Indian cotton is following in the wake of American cotton. 
Tht' loss inflicted on our cotton producer by the rise in exchange came to about 12 crores' 
on his entire crop of 60 lakh balE'S last year. One oan imagine what all the producers are 
losing on all the different crops. Unless our curren9Y is put OD a sound basis, by reducing 

. fixity from 18. 6d. to 18. 4d. and unless the country has an automatic currency and the· 
rupee relegated to its proper position as a token coin by limiting its output, I do not see· 
how the economio condition of India in general and of cotton industry in particular could 
be improved. We were aeprived of an honest silver currency and were given a token 
ourrency which has resulted in inflation of prices and wages long before the war. The· 
Government has oolleoted £40 millions sterling in its gold standard reserve fund. by 
Bweating the token currenoy. It is said that the profits on ooinage have remained with. 
the country. This is one of those half truths which are worse than lies, beCl,:use they are· 
BO deceptive. For every pound sterling gained by Government by the selling of token 
currency, the producer must have lost more than ten times the amount. Let me illustrate· 
the point. It is said that if you put back exohange from Is. 6I. to Is. 4d. the Government 
will require 3 orores more towards home charges. As 1 have shown above the producer' 
of cotton alOlle, not to say anything about the other crops, has lost something like 12'· 
crores last year by the rise in exoh!'nge from Is. 4d. to Is. 6d. I will not disCIlSS this. 
matter further sinot' a Currency Committee is again inquiring into the question. 

I will, however, permit myself to say one thing and that is tha~ our .currency 
muddle whioh has been allowed to exist for over 30 years refleots great dlBoredlt on tha> 
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Government and the people of this country. I attribnte our currency confusion more to' 
our ignorance and apathy in the matter, and even now our knowledge of the subject is 
anything but thorough. I have however read with extreme pleasure and gratification., 
the notes submitted to tile Currency Committee by Mr. P. M. Dalal who shows a~ 
thorough knowledge of the subject and a masterful grasp of all the intricacies which are' 
elucidated by him with a gratifying clearness. 

The year 1926 is expected to be more oheerful than the year which is !l.boiIt to olose. 
Cotton has gone down and owing to the strike for ten weeks the stocks of cloth are low' 
and are estilll&ted at about 80,000 bales. Prices have not fallen, to the same extent as 
the fall in cotton, but the industry must be freed from constant meddling with its 
ourrency and crw.hing taxation. The removal of 3} per cent. excise duty will cheapen' 
cloth for the consumer to th!l.t extent, but the burden of competition with imported cloth 
remains since the imported cloth is cheapened to the extent of 12} per cent. by the ris. in 
exchange. The burden of high wageb owing to inflation still remains. It is said that 
wages have risen ab.,ut 90 per cent. since 1914 but the cost of living has risen only 53 
per cent. It should, however, not be forgotten that the workman got no compensation' 
for the ri:e in price3 between 1904 and 1914. The index number of food·gr .. in price3 rose, 
from 117 to 222 dunng the above periods. -

(ii) Reprint oJ an article from the. .. Times oJ India" dated the 1st April 1926 
It isusue.i with me to furnish you with a review of this important industry which, 

of late years you have been good enough to publish some time in September. Owing 
to my absence from Bombay, I was not able to give you oue earlier than the one published 
by you on the 24th Deeember last.. As I am once more leaving Bombay on the 10th 
April. I am afraid I will not be able to give you as complete a review of the past year 
as I would wish. 

I told you last year that we worked at a 1088, and I find from a few of the reports which, 
have come into my hands 'that the losses for 1925 will be greater than those of the' 
previous years. The extent of the loss I am not able to sunnise, as the great majority 
of the annual reports are not yet out. 11; is necessary to take a bird's eye vieW' of the 
industrial situation whioh existed in the past year and the fi:I1mediate pros peets for the 
future. We have had a great deal of heated discussion from Mr. N. N. Wadi&, C.I.E." 
and others about the keenness of the unfair Japanese competition owing to low exchange
under. paid labour, long hours, and employment of women and children for night labour 
against the Geneva Convention. At one time MeSBrs. N. M. Wadia & Co. (unlimited), 
laid all Ollr misfortunes at the door of the Excise Duty. That having been removed by 
Government, our industrialists find that the shoe IS still pinching; and in their endeavour 
to find out a scapegoat, they have lighted UpOIl the employment of women and children 
for night work. For my part I have seen in their utterances more heat than light, and, 
I,am extremely anxious to put before YO'l what I think of the whole question. _ 

Imports oJ Piece-yOGu 

It is said that low exchange favours Japan. Ja.pan has done nothing to lower it 
Whilst we have deliberately raised our eJ'change from 16d. to 18d. with the result that' 
our imports of yarn and cloth have gone up from 66'30 crores in 1914. 70'13 croresin. 
1923 and 67' 48 crores in 1924, to 82' 32 crores of rupees in 1925. Of course high exohQ,nge 
is bound to favour imports as it did durillg the 28. rupee boom; but out of about 82-
crores of textiles imported, Japan's share is 5'74 crores of rupees worth of piece-goods 
and 4'59 rrores worth of yarn. Practically the import of cotton goods a.nd' yarn is' 
confined to the United Kingdom and Japan which monopolise the bulk of our import 
trade in this direction. The following figures show the total percentage of pieee.goods 
iml'orted:-

UNITED KINGnOM JAPAN 
Year Per cent. Per cent. 

1921 85'6 ll'3 
1922 87'6 8'3 
1923 91'2 6'8 
1924 88'8 8'2 
1925 88'5 8'5 

Tnrning to our own manufacture, we have produced more yarn and cloth than W& 
did during the previous year. We produced last year 71'93 erore lbs. against ,61'73-
crore Ibs. for the previous year, or an increase of 16'53 per cent. We consumed about 
40' 95 crore I bs. of yarn in producing 45' 86 crore I bs. of cloth. We shipped to foreign 
,market" about 36'531akh Ibs. of yarn, and the rest, viz" 30',62 !lrore Ibs. wers, consumed 
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-by the handlooll). weavers at home. The money value of our cloth, I reckon, at about 
'69 crores and of yarn sold at home and abroad about 23' 50 crores of rupees. So, against 
imported oloth lind yam of the value of 82 crores and_ the home production valued 
.at about 92'50 crores, or in all 174'50 crores, the Japanese imports came to about 
10orol'tlS. 

No progres8 in Bomba,y 

-H you ask me why we-have increased our own production of cloth and yarn, -the reason 
to my mind is very simple. We have been carrying on our industry for very many 
years under adverse and unnatural conditiollJ!l Barring the boom period, we have been 
struggling. Mr. B. F_ Madon in his speech at the Indian Chamber of Commerce _tr111y 
.said that our manufacturers hardly pay any attention to the exchange question which 
-is at the bottom of a great deal of our mi..tortune. Of all our mill agents Sir Victor 
·Sassoon is the only intelligent and honourable exception who emphasi~ed the part 
-played by exchange at _the last annual meeting of the Association, and who expatiated 
'on the serious disadvantages of high exchange artificially raised_ I have said about 
that the Bombay cotton industry is carried on under adverse circumstances brought 

_.about by exchange. Bombay mills have not increaspd in number since 1900. In 1900 
'We had 82 mills with 25'361akh spindles and 22'215 looms. We have 82 mills to-day 
with 34' 27 lakh spindles and 71'133 looms. You will say that we have made some fair 

_ progress. I say no. We have increased our weft spindles, because we have increased 
,our looms. Our blow room and card room machinery is practically the same. We 
inoreased our fooms beca1lSe our yarn was driven out of China. Yarn which paid us 
.31 per cent. excise duty was causing heavy losses. It is doing the same to-day; and 
-even to-day all who have reserve'! and can finance are forced to fall back on the 

, produotion of oloth. Every addition of 100 looms would require 1,600 weft spindles. 
In 1900 about 41 mills or half the number were purely spinning_ To-day not four 
.are left. 

I would, however, give you a better test of our progress as compared ,~ith China aDd 
.Japan as regards oonsumption of ootton. I take the figures from a hand-book by Messrs. 
.J. H. Springham & Co., and I am indebted for it to Mr. Lakhmidas Nemidas, a highly 
respectable cotton broker to Messrs. Voikart Bros. :-

-=J :SOlWAY . lliDIA 
-, 

Spindles Looms Cotton Spindles LoOms Cotton 
Consumption Consumption 

-
Lacs Lac bales Lacs Lac bales 

: 

1.9U .. .. SO 48,800 10'78 67'78 1,04,000 21'48 

:1923 .... .. SS'49 69,000 10'09 79'27 1,44,800 21-52 

:1924 .. .. S4'27 71,100 8'21 8S'SO 1,51,600 19'17 

1920 .. .- S4'07 72,200 9'94 86-10 1,54,200 22-26 

. 
CIUllA JAPAN 

-
Year 

I 
Spindles Looms CottOD ' Spindles Loom. Cotton 

ConBumptlon Consumption 

Lacs. . Lao bales Lacs Lac baIea 

:1916 .. .. 10 4,766 0-60 26-07 25,448 lS-S4 

1928 -- -. 26-S0 lS,6S1 10-00 -S-77 60,900 24'06 

_1924 .. .. S&'Sl 22,600 16-24 U'S7 84,460 19-22 

192& .. .. 8&'SI 22,&00_ 16-24 01'10 84,460 24'" _ 

-
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Indian bales contain 392 lbs. and the bales consumed by China and Japan are reckoned: 
at 600 lbs. to the bale. Upcountry mills are differently and more advantageously situated. 
Their expansion of spindles and looms is more natural, ours is forced. We have been 
compelled to sink more money irLBombay for looms and spindles when the depression. 
in the cloth market had ooen very acute and even to.day mills with large reserves are
doing their utmost to reduce their-yarn output and turn to cloth which gives a smalt 
margin of profit, whilst yarn is a dead 1098 although there has been no excise duty on. 
yarn. In 1914 we shipped to China 3'241akb bales, in 1923 58,000 bales ;1n 1924 31,000 
bales; in 1925 28,600 bales. One may say that it is natural for China to supply her' 
wante. That is quite true, but what I say is that cheap labour .and silver currency Rave
materially helped her, whilst your c11rrency. muddle has dest·royed both for 'Us. In 
your able leader of the 24th March last under the .heading "Trade and the Empire". 
you rightly say as follows: .. Any ref!lrence to the gold standard and currency in its 
effect on trade and 'industry is usually dismissed contemptuously,as the vapourings of· 
currency cranks. But Mr. McKenna canuot be thus impolitely dismissed, and it is. 
incontestable that the prolonged ellort to oontract British currency to a point at which. 
the gold standard could be safely re·introduced had a markedly deleterious effect on the· 
trade particularly the trade iu the home market of Great Britain." 

Inflated Prices 

The way you worked our 1~. 41. rupee may be gauged from the index numbers of ow:· 
food·grain prices. In 1904 it stood at 117 ; in 1913, 199; and in 1914, 222; and all this in. 
times of profound peace. You destroyed our natural currency .. and fiood.ed us with. 
token currency which resulted in an ostensi ble profit to the treasUry of 40 million pounds 
sterling. You know the losses sustained in the reverse council bills which were computed. 
at 30 crores, and Sir M. de P. Webb computed the loss to the country at 200 cro1'68. The· 
inflation of prices meant-higher wages and higher wages meant higher taxation, Govern-. 
ment alone taking from the public in direct taxation something like 450rores per annum, 
to say nothing of indirecj, burdens, which I roughly estimate, at another 45 crores per· 
annum. I am t()ld that I am always quoting food.grain prices which do not represent. 
more t~n 60 per cent. of the cost .of living to a workman; but I do not see mucb-. 
difference between the cost of living and the cost of food'grain prices. In your is&ue of 
the 16th March under the heading "The cost of living" you report as follows: "'In, 
February 1926 the working clasa oost of living index was 154 and 150 for food art.icles 
only." 

Working Hour8 in Japan 

Another point to which great importance h9.8 been given is long hours of labour aud: 
female and child labour. It is said that Japanese mills are working 22 hours a day in 
two shifts. Mr. N. N. Wadia worked his mills also during the boom period in two shifte. 
and in consequence, I believe, he had to leave the Millowners' Assooiation which I am. 
happy to say he has rejoined. He and his brother Mr. C. N. Wadia are both very useful 
and intelligent members of the Association and I worked with them as a member of the 
Committee for nearly eighteen years. J.f I dis~gree with his opinions he will please C0nsider 
that it is after all .. friendly difference. In answer to a question in the House of Commons. 
it was officially given out that the Japanese mills are working day and night in two shifts, 
each shift 91 hours. In your issue of the 16th March under the heading "Cotton Trade 
of Lanooshire" the following paragraph ocours: "Mr. Holroyd referred to the fact. 
that the Japanese cotton industry was largely protected and that 20 hours a day were 
worked in the mills. In addition the cotton exports from J .. pan were being SUbsidised.. 
by the State. I have no hesitation in saying that the foreigner is not winning or 
retaining the markete by reason of his skill or enterprise, but because he is favoured with 
conditions which are denied to us." . 

Let us examine these conditions. Japan is a protectionist country. We can be that. 
if we like. She is working 20 hours •. We cau do that also; but our labour will not have, 
it. She is working with 80 per cent. of female labour which is cheaper than men. This. 
advantage will always remain with her. We may pay w~tever we like, female labour will, 
never be available to us largely.· The coIlditiol!B of the two countrie& are quite different. 
The only serious objeotion. which is urged against Japan with truth is that, ha.viug signed. 
the Geneva Convention, she is employing female and child labour at night. I willnow assume 
that she gete a. resnlt from working with cheap female labow.' during day time which. 
is not available to us and which I estimate, say, at 100. Now it is a grea.t advantage to 
work your entire costly plant during the night also which we can never do. People in 
India tried it in Bombay and elsewhere and have failed. We ha.ve no labour for night 
work. I will estimate this resnlt of the night work at 150. Now if Japan discontinues. 
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-female labour a.tnight, I may knock of 25 or 50 per cent. of the advantage which slie reaps 
fro?1 c~eap fem~le labour. So the result .will be that she gains a hundred by day labour 

--whIch IS 80 per cent. female and she gams a hundred in spite of employing 801\ male 
labour; because the. advantage of working her plant continuously remains with her. 

Effects" oj High Exchange 

What has h'Urt us j;o-day iJI not Japanese cheap labour, but the deliberate raising of 
the exchange from h. 41. to lB. 61. with the result that instead of importing 69 crores 
worth of cotton goods WI! have importeci 82 ; and as to labour the cost of living has gone 
up since 1914 lIy 54 per cent., whilst wages have been doubled, and every at'empt to 
-reduce it by even 11 per cent. has failed for the simple rea-on that you do not take into 
consideration tlIe rise in food-grain prices which has taken place between 1904 IloIld 1914, 
and which I estima.te at 90 per cent. The serious question to my mind is to consider 
llispassionately our present economic situation as regards the cotton industry and 
'how to set about to remedy it. That to my mind is a proper question for 
-cnnsideration. 

Before I proceed further perhaps you would like to know the opinion of tee Honourable 
Sir D. E. Wacha on this point. In a paper read before the Roya.! Society of Arts in 
London, which was published by you on the 26th June 1918 he recommends as regards 

-Japanese competition and export duty on cotton. Some time back he supported our 
-Government as regards export duty on hide and skin. I then wrote to you strongly 
,protesting ag9.inst these absurd duties. But in his paper there is something more 
· curious when he says "there is no doubt that the abolition of 0.1\ duties (import) in 1882-83 
-gave a. great stimulus to the multiplication of the cotton factories in the country". 
I have never read anything so absurd in 801\ my life. The export duties are objecti'lnable 

-because in your attempt to support your own textile industry, you would be injuring the 
-interests of the ryot who is a producer and sel\er of cotton. The paper is bristling with 
absurdities and I only quote him to show that prominent men like him who are connected 
with the industry for the last half a century are not capable of taking correct economio 
-views. I have often been pained at the denunciations of Sir Dinsha Wacha, Mr. N. N. 
Wadia and many othera against the 31 per cent. excise duty, to which I at one time 
myself objected, but directly our Government differentiated between Indian goods and 

.imported goods, I _ceased to object to the exoise duties. I have repeatedly shown, as I 
have tried to show in this article, that yarn which paid no duty lost ground heavily, 
whilst oloth which paid duty was comparatively better off. We find that the excise 
duties are now removed, for which we are 0.1\ glad; but I also find that the import duties 

· of 11 per cent. praotically disappeared long before the 31 per cent. excise duties were 
removed. 

Double the Import Dt,tie, 

Let me consider the incidenoe of this taxation. I hold that these duties were paid 
-neither by Indian manufacturers nor by Lancashire. They were paid by the consumers 
· of the cloth. One paid 31 per cent. the other paid 11 per cent. ; but I also hold that 
imported cotton goods are entering India duty-free to-day. You have cheapened Lanca
shire oloth to the consumer by raising your exchan.,0'8 from I,. 4d. to lB. to 6d. so on one 
hand you take from him 11 per cent. and give back in exohange 12. per oent. -Therefore 
the simplest solution to my mind is to double the import duties now levied and not to 
make any difference between imported yarn and cloth since home-made yarn stands 
more in need of protection than cloth. You many say that we would be injuring Lanoa-

~ shire trade if we doubled the duties. I do not want it permanently; I want it till suoh 
time as the exchange question remains unsettled, and imported cloth continues to get a 
bounty through high exchange. I have no desire to injure Lil.ncasbire, although the 

-industry owes nothing to Laneashire but pin-pricks, but we owe a lot to .~ngland ,,:ho 
has made India what she iR to-day; and you have only to glance at the ~onditlOn of native 
states as oompared with British India to appreciate what I have 8aul. Last year we 
realised 51' 41 lakhs by duty on yarn. We realised 7' 73 croreB by import duty on cloth. 
Why take from the public about 8' 25 orores whioh we do not require as we have a surplus 
without it Y My idea is that you do not injure a community as a whole if you take 8' 25 
Croles from them more than you require, if you gave up the same amount by remitting 
taxation by reducing or abolishing sa.!t duties or railway charges or income· tax, super-~, 

.·duties on silk and wool, eto., in any manner you like. You do not reduoe lhe purch8SlDg 
power of the oommunity, because what you take in one shape you give up in anotiler. In 
tile meantime you have tile satisfaotion of supporting a great home indust,ry, which sorely 

:.J"t'quires immediate help. 



Th£ worst is over 

.. " nav" ireen the worst. Cotton is low, and although yllol"Il '8 lOSlDg, OIOtn IS snoWlDg 
• fair margin of profit and the mills are bound to do much better in 1926 than they have 
done for the IlIBt three years. Stocks of cloth to-day unsold are reckoned at 50,000 bales ; 
whilst cloth is seIling at 18 annas per lb., No. 203. yam III annas per lb., and 103. a~ 91 
annas whieh oompares with the previous year as follows: cloth 19 annas per lb. 209, yam 

<At 13 snnas and lOa. at 101 annas per lb. wWlst cotton has dropped more than Rs. 100 
per candy since last year. This is my twenty-first annual-review and I cannot give you 
-at present the actual figures of profit and loss which are not available yet for the past 
~ear. I hope to give you a fuller survey oftha'industry at abOut the end of the year 
~fflI~to~m~~~ '. 
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Witness No. 61 
Mr. 1. A. WADIA 

Oral !£videnee rewrded at Bombay on the 31Bt AugUBt, 1926 
- President.-·Very briefly, Mr. Wadia, what do you consider are the causes of the present;; 
depression ? 

A. I attribute it first to the great quantity' of goods imported during the boom period. 
Our average imports from all countries are about 70 crores per annum in value. In the-
year 1921 we imported 102 crores. There was thus an excess there. That had to be
worked off and that caWled depression for years. Mter that we again went back to" 
our 70 crores per annum and a little under, never over. In the year 1924-25 again 
exchange was shifted from lB. 3d. to lB. 6d. The result was that we went up to 82 crores, 
another 12 orores more, and we have now, between 1921 and 1925, owing to exchange an
excess of 44 orores over and abovo what we are producing. 

Q, Forty-four crOl'es of rupees? 
A. Yes, rupees. One yell.r we had 102 crores and another 82 crores, instead of 70' 

crores. Of course we have I!one back for the year ending 31st March 192(1. We have
gone back to 70 croree. But the excess has to be worked off and it will take years. 
Our profits have been declining. In faot thero have been no profits for the last few years
and I believe this will continue for another two or three years. I will read these figur~ 
from the review of the trade of India :-

In 1913-14 the average was 66 '36 crores . 
.. 1919-20 59'8 
.. 1920-21 102 
.. 1921-22 56'94 
.. 1922-23 70'13 
.. 1923-24 67'48 
.. 1924-25 83'32 

So, you have got 102 r.rores in 1920-21, in 1924-2583 '32 crores. Of course that means. 
that we must produce less and we are producing less. We have gone on strike, a three 
months strike. That must canse shrinkage. Then, bad trade, thll.t will prevent u~ 
from expanding. All the.~e are causes which have gone a long way to cause this present 
depression in the ind\lRtry. 

Q. I should have a.~kt'd you at the outset, Mr. Wadia, what is your own conner.tioD. 
with the industry? 

A. I have been connected wit.h the industry for the last 40 years. I have been a 
promoter and am now the controller of ab\>ut 13,000 looms out of the 71,000 in. 

. Bombay. 
Q. In what capacity t 
A. I am a Director. 
Q. Of how many mills ! . 
A. About 13 mills, which- control about 13,000 looms, perhaps a little more, not> 

less, out of 71,000 in Bombay. 
Q. You have a very extensive knowledge of the trade. You were saying tha~ 

production decresaed last year owing to the strike? 
A. Yes, I have no figures for that. 
Q. It. is hardly borne out by tbe figtires the MilIowners have given UR ? 
A. Those figU.'"Os are for the whole of India. I am speaking of Bombay. Now, ia 

Indore they are having a strike. I have no fig\lles for the last year. 
Q. They show a decrease in 1918-19 and 1922.24, but apart from that, the figures. 

for Bombay, in spite of strikes, have been steadily going up and were at their highest 
in 192£·25. 

A. Let me draw your attention to one thing. When exchange was fixed at lB. 4d. at t.hO' 
end of 1898, we had nearly 42 yarn mills pure and simple in Bombay. Not two remain· 
to.day.- I generally go by the quantity of cotton consumed and I find that in 1919 we 
consumed 9'99lakhs bales. in 1920 we consumed 9'571akhs bales, in 1921 we consumed 
10'60 lakhe bales. in 1922 we consumed 10'74 lakhs, -in 1923 we consumed 10'5~ 
lakhs bait's and in 19248'21 lakhs. When we found that we wore being driven out or 
China owing to exchange and the fall in China exchange we foun4 that ourspinning mills 
were not doing anything worth the name. When we starWd, we did not want weaving 
mills. There is not one spinning mill with us to.day, not one out of the 13 that we are 
controlling, is a spinning mill. We are doing our level best to add looms because if 
they do not pay you t.hey do not. lose. But yarn is losing. In one of the concerns
where we have got about 65 to 75,000 spindles we were keeping 18,000 spindles idleo 
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beoauae we have not got looms enough for them, and we Imve not got enough money for 
the looms. . . 

Q. When you say , driven out of China by the exchanae.' I expect you saw in the 
papers an ar.count of OUT djpcUllBion with the millowners on tbt point, in which we pointed 
out to them that i~ took 15 years for th~ China trade to go, that it took 15 to 20 years 
after the min~ were clo!led for tbe China trade to 'disappear, and tha.t other factors had: 
come in in that period, namely the rise of the Japan(>se industry and what was even' 
more important.the establishment of mills in China. Therefore there is something to be
said for the view that it WI\8 not exchange which drove India out of the China yarn trade. 
Another f&.o;tor in favour of India WA.s that Japan also went in for a gold standard ;n 189S' 
and that therefore Japa.n was exactly in the same position as India. after 1898. In 
these circumstances we asked the millo'llners and we should like W &Ilk you how it can 
be hold that it was exchange which meant the end of the China tradl' in yarn 7 

A. Well, Sir, you said just now that it took 15 to 20 years before our yarn trade 
practically dieappeared. How many y"ars hav" we takl'n to change from yarn to cloth f 
We have been changinl; from 1900 to this ve-rj day and we have not yet changed entirely. 
As to yonI' saying that Japan was identically in tho !lame position there is II> great d"al 
of diff~rence. There is a great dea..l of difference between the two. One was protecteli. 
th .. other was not protected. Even the 3l per cent. duty you were levying for purposea 
of revenue necessitated an excise duty. In 1917 you continued to levy th~ 3! per cent. 
and raised the import duty.. -

Q. That is Dot the point. That does not affect the export trade. My point is that. 
Japan went ov"r to the gold standard in 1898 and that therefore, as far as exchange W$S· 
concerned, was in no more favourable I,osition in regard to the China tradll than India. 
The fact that India had not an im.port duty of more than 3! per cent. does not seem to- . 
me to affect the export tmde of thfl two countries. -

A •• Japan having protected her own industry was bound to do better. She has driven 
out Lancashire. flhe has not driven out Bombay alone. 

Q. You mean in China 7 . 
A. Yes. If I am protected at Home I C&J!. affor.d to do cheap trade and even to lose 

money on it. 
Q. Does it not depend on the comparative extent of your home' market and your 

export market 7' '. . . 
A. It shows ciearly this, that if the home industry is protected it can drive away foreign 

industry and they have done it not with Bombay alone but with La.ncashire also. 
Q •. In other words, Mr. Wadia, yon milan that yon can make sufficient out .of ·the home 

consumer by charging him higher prices 7 
A. Ab.ollltely. All import duties are a tax on the consumer. 
Q. Thun the (IUestion arises whether this is a good 'doctrine to appiy to Ind~ where 

you have got an enormous m&S8 of po..-erty.stricken consumers? . . 
A. They are not consuming our imported goods. They are too expensive for them, 

Q. Tmported goods' 
A. Y 8S. I think all our imported goods excepting 25 per cent. are luxuries. That 

is what. I think. I had a discussion in the Press with a gentleman and I went into the 
figures and I could only make out that 25 per cent. alone could be considered to be 
consumed by the poor people. I donbt whether the poor people are. consuming our own 
oloth. 

Q. Are you able to give us any exa.ct.idea of the competition between Indian, Japanese 
and Lan~a..~hire goodR? If you would enlarge on the subject, it would be hl-lpful. .' 

A. AU that I can say is that goods produced by Lancashire and consllll\ed by the
country .. re consumed by the better class of people. Even 0UI' mill goode are not 
consumed by the poverty.stricken people. -!.rhere is a great deal of handloom weaving 
going on. They are consllll\ing large quantities of Indian yarn and they are consumin~ 
large quantities of imported yam. 

Q. We have been told that the handloom weavers use a ..,ery large proportion atany-
rate of the finer counts! . 

A. Quite right. Handloom weaving also caters for better .. classes of people. 
certain handl"orus. But we are to.day selling 6s. 8s, etc., jn l~rge quantities. Of. 208 •. 
24& and 308 we can sell only very little. . • 

Q • .Do I understand your view to be that the handloom weaveJ'S use yam of.count,a. 
at the two extremities, the 'lfery coarse and the v"-ry fine! : 

A.YClS. 
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'Q. However, in spite of the fact that you oonsider that the duty is paid by the 
oonsumer, you want the import duty to be doubled Y 

A. Just to proteot the industry. I do not want to take more money from the people. 
I want to take it in the shape of import duties and want to give them back the eight 
crores orao which 1 wish to take from them. My present purpose is to protect thiR industry. 

Q. But how are you going to give it back to them y' , 
A. In the shape of rebate in other taxes. There is the salt duty for instance. Suppose 

I am now getting 8 creres of rupees. I ask you now to double i"t and you get 16 crores. 
You will say you do not want the extra money. I say give it back in remission of taxes 
remitting tbe duty on salt, income. tax or anything you like. That is for the Finanm: 
Minister to suggest. I do not want to take more money out of their pockets. I only 
want for the time being to protect the industry if you think, Sh', that this industry is in 
'" bad way. If you do not think so, there is an end of the matter. 

Q. You consider that the end will be achieved by doubling the present rate of duty 1 
A. Only for the time being. ., 

Q. For the time being! That is an important point. What. do you mean by 'For the 
time being' , 

A. Till the imports are cheoked, till the 44 crores rupees worth of goods they have 
taken into the oountry owing to high exchange are consumed, till we have had a 
chanoe, a fair run. It is not the loss of profits only that we are suffering from but 
loss of credit. There is nobody lending them money. That is more serious. Th~re is 
nobodr to lend them money. The publio won't lend any money. Only the banks, the 
Impenal Bank and other powerful banks stand by you. If they do not, you will have 
to ahut up shop. Loss of credit is the more serious thing. 

Q. Quite 80, then you have no idea as to how long! 
A. About four years, about three or four years. 
Q. You have nmde a careful study ofthis question, Mr. Wadia. You know how difficult 

it is to take off a duty onoe it has been put on t 
A. I know that. That has been said about the exchange, that it is very difficult to 

-take it up and take it down. -But when it suits Government they do it like a seesa.w. ' 
Q. There have been very few countries in the world which onoe they started on 

,protectioI& have taken it off ! , 
A. Iamawareofthat, but there are very few countries without proteotion. Even 

England herself acoording to me is protecting her industry. Without protection, Lan
<cashire would go to the wall. She has been protecting ber industry all these years by 
compelling us to be on a free trade basis. What Japan did with Lancashire we oan do 
just as well. Lanoashire industry is an unnatural industry for LanoashiJ e. She has got 
no raw materials; she has got no market. We have got labour, raw material, capital, 
m"rket and yet we are not doing well, 

Q. Quite so, but why are you not doing well if you bave got all' these advantages over 
Lanoashire , 

A. Beoause you have put us on what you call a free trade baais. 
Q. If you have two oountries both on a free trade basis one of which has the 

advantage of labour, ralV material and markets, it is obvious that if the country with the 
.advantages oannot compete with the other there must be something wrong. What is it ! 

A. That is not so. After the Franco·German war Germany went in for free trade on 
, your b&llis. She disoontinued it: If you have developed your industry with the help of 
proteotion and if you afterwards ask me to be on the same basis as yourself, I oannot 
<compete, not sucoessfully. If you have a race horse and I have a cart horsl.-both are 
horses-but we oannot run a race, and I oannot win with my oart horse. Ours is a young 
.industry. The men who are working, the labourers, are not experienced. The wen who 
are managing are not experienoed. The Directors themRelves do not know much about 
-the business. They have aoquired knowledge for the last 60 or 70 years and they 
'have not oolleoted Dluoh yet. It takes time. 

PruidellJ: After 70 yelU'll' existence, you say. Mr. Wadia, that yours is a young 
.industry! The Japanese seem to have aoquired their knowledge in less than 70 years. 

A. Beoause of the question of proteotion again. 
Q. How has that helped! 
A. Beoause proteotion has given them time to learn. 
'Q. You have had time to learn! , ' 
A. Imagine those who haveaoquired knowledgeaud who have been working an industry 

for 20 or 30 years. Suppose they all went into .iiqui!iation. Their knowledge is worth 
nothing. If proteotion was not of ~ny great advantage. the 1Vorld w.:lnl,d not adoptit~ 
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Lanoashir<l would not have insisted upon oor having excise duties. It inaisted all these 
day.; and when she was helpless she kept quiet. 

Q. I cannot S<'l8, AS I said before, why there should -be this difference when both the 
<countries ar~ on a free trade baais. 

A. It is just like a wrestler whose muscles are well trained and who is strong, wrestling 
-with another whose muscles are not trained. The first man must win. Your knowledge 
';a greater than ours. Your labourers are more skilful than our labourers. You are more 
intelligent and clever. 

Q. Exactly; now yo~ are getting to the rea.l difference, Afr. Wadia.. It lies in the' 
~fficiencyoflabour. Doyou consider that if you ha.ve protection, you are going to 
improve your labour standard, so that your la.bourers will be in every way as efficient 
1108 those of Lanoashire ! . 

A. Yea, if we had the same chanceR aa the Japanese had, I think we could have done 
equa11y well. 

-Q. What cMnces are you referring to ? 
A. Protection. 
q. How is proteotion going to improve the efficienoy of labour ? 
A. During~he boom period we were flush of cash. We began to build ohawls for OUf 

'Workmen. We began to allooate money for wolfaro a.nd other works. Once you are 
prosperous you oan improve. Whet I want to urge is this, tha.t Japan has turoed out 
l.aneashire and we can turn out both r .... ncaahire and .Japa.n in no time. But here we are. 
We bave got 0111' exeise duty. We have an exchange which is being medrlled with 
for the last 33 yeRl'B. We have had infla.tion of prices owing to the wa.y in which you work 
the exohange. Beft>re the war the prioes of food grains rOse cent. per cent. owing to 
,our tok"n cUI'l'eney. I will give yon an instance. In 1894 your food grain prioeR 
etood a.t 114. In 1904, they stood at 117; in 1912 they stood at 189; in 11)13 at 199 
.. nd in 1914 at 222. YOll infla.ted your currenoy. You inIIa.ted prices and we are paying 
to.day to the :Komilay labourers about 31 crores of rupees moro owing to inflation and 
we cannot l"eduoe it. We cannot reduce the wages, althollgh the cost of living ha.~ 
~one down by 1i0 per ceM. since the war, beca.use we have not given the Ia.bourers 
~lIUfficiellt compeD88tion wkea the rise took place before the war. We havt' been made 
to work llDder 0.11 unuatval conditions. H you ha.d given \Is a. Is. 4d. excha.nge 
aDd an autom&tio curreney, it woold not have harmed us a bit. 

Q, Bot when YOll kad ala. 4d. rupee you had what you wanted? 
A. No. You gave 1IS Is. 4d. and gave us token curreucy. H youhed given us what 

the Fowler Committee had recommended, we would not have suffered from infla.tion. 
The food grain prict'S which never rose for 50 years, you took up from'll7 in 1904 toO 
222 before the war. 

Q. I do not feel competent to discuss these Ia.rge questions of exchange before the 
war. But to the best of my knowledge, tha.t J"i&) in pnces t-o which you refer waa not 
special to India. It W811 a world rise in prices and was the effect of the gold discoveries 
from a.bout 1895 onward~. 

A. Yes. But. I am now talking of prices between 19:>4 and 1914. 
Q. I say that was Ii. world rise of prices. It was not special to India. If you had had 

-everything you wanted in the way of gold currency in India, it would not have been 
the smallest difference, beca.use the Indian prices were in sympathy with those throughout 
-the woold. 

A. Let me tell you this. I &ID sorry I ha.ve not brought with me the figures. I 
would have given you figures from the" Statist" to show that Englisb prices did not rise. 

Q. From 1909 t·o 1914 ! 
A. Yes; they did not rise. 
'Q. If you could Bend us the figures, we should be glad. 
A. I should be v~ry happy to. submit them. 
Mr, Bubba RfjO.-You sa.y that the pre~ent depl'ession is due in part, if not largely, 

to the excessive imports in 1919·20 and 1922·23. I think you mentioned those two 
yeaIs in particular. I think you sail! later that Lancashire goods did not compete v~ry 
largely with the Indian mill products. ,How do you reconcile tbe two positions! If the 
imports did not oompete with the 1000.1 production, how would that a.ffect the produotion 
in the Indian mills! , 

A. It woul,l affect it. I could not explain it to you. But if.rou have a larger qua.ntity 
« foreign goods, it will a.ffect your production. 

Q. In other words, the competition is much keener than what yO\1 yourself suggest f 
A. Yea, it must be. . 

HO y422-6a 
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Q. I want to know if it ip. ·1 want to know the results of your experience. 
, A. Take for in~tance a piece of cloth which Lanca.~hire was .ellin" for a pOllnd. It was 
then sold at Rs. 15 and the same piece is now seUing at R.. 13.8-0. The consumer gets 
the benefit and he is likely to con~ume more. Anythmg cheap will sell better and if 
anything is selling cheaper it mu..t·be at the cost of something else. 

President.-You mean that it brings the price of everything else down in proportion ~ 
A. Yes. 
Mr. 8ubba R,IO.-Secondly, J think you said that weaving illvolves leRS 10RS thaD 

spinning. Therefore any df'velopment that led to an increase in looms would not 
be in itself IUJdesirable ! 

A. It is Hobson's choice. 

Q. Therefore, though the spur might have come from the loss of the Chinese trade, 
the movt'ment was on the whole desirable? 

A. It was going on since 1900. We had 42 yam mill~ ; there are not two remaining 
but all have turned to loome. 

Q. Ie that desirable! 
A. Very desirable. You see the manufact.urer is not. an economist. He finds that he 

is lo~ing monl"Y in some direction and hI; wants to avoid it. 
Q. But the cbange has been for the better? 
A. It is so and must be RO. There is no doubt about that. 
Q. Turning t') the riPe in prices bt.fore 191-1 I have got here the figures you referred 

to. They were given in yonr evidf'nce before the Fiscal Commission. Can you from 
those figures say that prices in England had not risE-n ? 

Pre8idtnl.-Where did you get your prices in India! 
A. From the official records . 
• Vr. Subba Ratl.-Here in these figurei', you bke 19f3.., the hasis and from that you 

have a risE- of 27 points in 1915. But don't you PCB that in both the cases you ougbt to 
take 1904 1\8 the basis! And if you cid that, you get a considerable riPe of English prices 
between 1904 and 1914 f 

A. I remember having seen a risf'. But when we rose cent. per cent., t.hey rose only 
10 pE'r cent. 

Q. You gE't about 32 or 33 per cent. rise in world prices and about the same 
approJrimatnly in India. The disparity in your figures 's-due to the fact that you have 
taken different bll/le8 for the two countries. For India you start with 1894 and for 
England you start with 1913 and then you say that there is JlO large rise in the case of 
England. In 1913 there was already a considerable rise in prices. Natnrally you would 
not get a large rise between those t.wo years. You comparE' the Indian priCE'S of 1914 
with those of 1894, while you take 1913 for Engllmd and say there is no rise. You must 
start with the same basis for the two countrie~, whether 1904 or 1894. • 

A. I have never paid Any attention to prit'l"S during the war period. The pre-war 
figures so far ft8 I n>member from the Statist, sbow a ri..e between lti94 and 1914 which 
is very small. I am not prepanod to give any ellplanation abm.t this. But I shall 
produce my figures and also the Government of India figures. But I know that the 
inflation of foodgrain prim·s has bePn from 117 to 222. The inflation that took place 
sincll t.he war I have not taken into consideration because- war conditions are war 
oonditions. . 

Q. You said that the mills now were "uffering from wlOnt of finance, and that they 
cannot borrow aa £reply as before. Do you think it pos.:;ihle to remedy the present 
situation to any appreciable dogree by making it easy for tht'm to borrow on good 
security? 

A. That would be an advantage. But the only way to induce people, bankers or 
o!1tsiders, to lend money is to improve the position or the industry. 

Q. And you cannot improve unless you give th .. m more oredit •. ·Jt is a sort of vicious 
oirole. 

A. If you give mo credit and my concern is maku.g aloes ..•.•...• 
Q. But supI-GSe it is certi6ed that it is & good mill, would it be po..o.sible to help it by 

arranging loans on better terms than before f Yon think it possible t 
A. Yes; it is possihle. 
Mr. Majmudar:-y<Ul say that when the Lanoashire goods 86Il cheaper in the 

country, they oompete with the Indian goods. Is it actual competition between the 
two, quality for quality f 

A. You see the English goods are better than the Indian goods and if loan get a better 
quality of goods at cheaper prices, I will have it. 
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Q.' But the Lancashir~ prioes would not be ·chea.per than the Indian ? 
A. No. But suppose India.n prices a.re 15 or 20 per cent. chea.per and the othp-l" is 

.bout 12 per cent. cheaper. I should My that 5 nr 7 per cent. more does not m. .. tter. 
I am g .. tting .. better cloth. _ The difference may be even 20 per cent. between the two. 
II I know that it is a better thing and I will get it at a chea.per price though the differenoe 
is there, I should bny it. '.' 

Q. But as the Indian people a~ poor how can they go in for the dearer goods ! 
A. J could not l1&y th""" thi.r.gs. Bllt from & practical point of view, you find that 

given a thing chea.p, it will sell moI'P. if it is good. When an ordinary buyer comes and. 
finds the English goods which ao:e no doubt superior and if he 'could get them at a 
little diffl'rence between the Indian and English goods, he will buy. the English 
goods. 

P,eRidm'.-How far do you consider the· Bombay mills a.re being affected by thE' 
com [l6tition of up.r.ountry mills ? 

A. To a very lal"lle extl"nt. I-have a report of a mill .of which at t.ne time I 
was a Director. That mill ha~ made a profit of 10 or 12 \&khs, after paying hand. 
eomely to their agents. It is the Kalyanmalllllills. They were working 12 hoW'S in the 
first place. _. 

Q. That has come down to ten hours now, of course ! 
A. It haa come down to nothing, because the mills are all olosed. And the seeond 

thi'Ig is they get their wAges 25 per cant. chea.per. I o.m talking of the mill of which 
I wae a D;rector. It wao no~ fulanoially a very flourishing one and yet it made a profit 
of \0 lakhs after giving 2 lakhs to the agents. But another of my mills is financially 
bettl"r hut made nothing at all and that is a Bombay mill. 

Q. That is a point to which I am now coming. Su.ppose you h9.ve your proteotive 
duty. Will that remove the danger of oompetition from up-country mills? You have' 
112 mills in Bombay and 255 up-country. How are YOIl going to protect Bombay mills 
from up.country millR ! 

A. No; you can't proteet them, particularly from those in the Native States. 

Q. Does it not follow that th .. Bomhay mills will be exactly in the same position as 
ht:{0I'P. T 

A. Bomhay mills have always made less p~ofits than the np.country mills. 

Q. Do you advocate protection of the 82Bombay mills against the 250 milIi; up-country 
or ooly against about fiR mi\l@ in ,Japan? . 

• \. But don't take it j;hat way. Half the number of spindles in India are in Bombay 
and the other half a.re spread all over India. . 

Q, But I ra.nDot finite !lee how your measure of protection will protect you: 
againat the JaplUlese mills and at the pame time protect you against the reat of 
India. . 

A. We will make 1e.'!8 profit than they do and in future we shall all be going up.country 
to put up mills if we wish t-o do so, if that is a better field. But all these yea.rs when we. 
were not_ complaining and ",hen-we were doing fairly well, up.country mills always did. 
better. 

Q. They did not do bettl"r during the boom yea.rs surely. 
A. Nothing in connertion with the war, I am willing to consider. I neither' 

consider the boom nor the foodgrain prices nor any other figures. They were all. 
abnormIlJ.· , 

Raja Han Ki8han Kaul.-Is it merely the lo~er wages or are there any other fact-01'8 
which are giving the up·coontry mills an advantage over the Bombay-mills 7 

A. Yes, lower wages, cotton on t·he spot, oheap coal_II these are advantages. 
Freight aIso is cheap because they are nearer the market. 

P,eaid",'.-But as regards rllilway freight, we have rather .triking fignres in snpport 
(If the oontention that it would pay a man to bring the cloth from Sholapur to Bombay 
.and ""nd it to Calcutta instead of sending it stra.ight from Sholal'ur to Cakutta though' 
.it is nearer Calc~tta. 

A. There is no UJ!6 in ta.king solitary instances. Taking it as a whole, the up.country 
mills have always dIme better than the Bomb9Y mlll~. 

RaJa Han Ki8han Kaul.-You melUl to say that so far as the m!l.l'kets round aboni the 
~entres are concerned, they have an advantage? _ ... 

A. Say for instance Indore, from where goods are sent to Cawnpore, Agra and other 
places. The height from Indore must be cheaper. 
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A. I believe so. I oannot say. ' 
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Mr. MajmtUlar.-There .is an export duty in Indore on cotton going out of the-
State Y • 

A. I could not tell you. There may be' some duty. 
Q. With regard to the advantage of upcountry mills, Bombay &,Iso has a number of 

advantages. Their cost of putting down the mills is oheaper in not having to pay 
freight on the machinery and all that. 

A. As to that, a 28. exohange w~lUld be good, because it. would bring gown the price
of your machinery. 

Q. The advantage does am01lllt to something. 
A. Something; but the disadvantages are so great. You were just saying that 

Bombay has got some advantages. I do not deny that. I say if you have a 28. exchange
you will get the machinery much cheape.r. 

Q. But then that advantage will be equally shared by the upcountry mills. 
A. I have-not cast a balance sheet as to the advantages or disadvantages. I could 

not give you any information on that point. 
Pre8ide7lt.-Would you like to express any opinion on the question of mill manage

ment, or do you considu that the Millowners' Association have said all you wish to be 
said on the subject 1 . 

A. It is good and bad everywhere. In some cases the agents are lax, in others the 
Directors are lax and in others the subordinates or the managers are lax. But on the 
whole, I do not think I could call it bad. When the agents are straight some of the 
subordinates at:e not straight. In all big concerns you cannot expect everything to go> 
on smoothly. • 

. Q. You could at any rate throw considerable light on one point and that is the question 
of the extent to which Directors of mills have any influence on the working of the mill. 
You are a Director of 13,mills. Can you give us a description of the work which you 
actually do in connectiOIiwith those mills 1 

A. As to that, my impression is, speaking broadly, that the majority of the Directors, 
whether they are Directors of Banks or Directors of Mills, hardly take much interest in 
the concerns. If they are a bit active, then they go. 

Q. That seems rather a damaging statement to make. 
A. I am told the same thing about the jute mills in Calcutta, that you should 

not interfere with the agents; if you do, you go. They told me that about the· 
English managed concerns; and here it is the same thing more or less. It all depends 
upon the position of the Director. If one has a position and he is not there solely for 
his fees, then it is a different thing. But still the agents are all powerful and they 
have a large number of shares which enable them to get rid of him. But speaking 
broadly, I do not think that the management is so very defective. I have always 
found in mills I have been connected with that the agents are prepared to listen t() 
everything we tfoll them. 

Q. What is the use of Directors at all, if that is the position! Why can't you have 
only managing agents and leave it at that! 

A. Because the Aot compels them to have Directors. It is your Act. The same is 
the case with some of the biggest banks in Bombay. 

Q. I do not for a moment suggest that the position is peculiar to the ootton industry. 
Do you oonsider that there is any possibility of exchanging managing agents for Boards. 
of Direotors with a Managing Direotor , 

A. No; the position of the agents is extremely delicate and difficult. If you ask me 
to be an agent of a mill I should not undertake it even if I was finanoially strong. The 
managing agent has got to direct, he has got to finance, to look after the shareholder 
who only look to the dividend. If you do not give them dividends. they are dissatisfied 
with you, never mind the causes. You oannot tell. a shareholder that there has been 
inflation of prioes, you cannot tell him that foreign goods have come very largely. You 
cannot reason with him. You cannot tell him anything. He wants his dividend, but 
dividend is not forthcoming. 

Q. 1 take it that in any case whilst it is easy enough to argue that the other system. 
would be better, its adoption would involve a complete dislocation of the whole 
oommercial system of India! . 

A. You mean managing without the agente 
Q. Yes. 
A. I am sure of it. 
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Q. YOflsuggest a currency change then! 
A. What you are now offering, what this present Currency Committee Report is 

offering is a higher value on your rupee-at lB. 6d.-which I do not like. Personally I 
would prefer lB. 4d. But it is a better rate now in the way they wish to work if than 
IB. 4d. 88 they worked it. ' 

Q. To that extent it will be an influence for steadiness ! 
A. Of course it would steady even at lB. 411. I would rather have this Is. 6d thalk 

the lB. 411. you gave us before. 
Q. When the cost of produotion does not come down, oan yOu suggest any method 

whereby prices could be raised ! , 
A. Suppose no help is ooming forward in any shape and you have to work the industry-

88 you are working to.day and if you are not making profits you will have to struggle-
88 long 88 you oan or to quarrel with your workmen and they will again go on strike' 
and things like that. ' 

Q. Apart from reduotion of wages! what is the other alternative for making costs. 
and prices reach parity! ' 

A. There is no other alternative, 
Q. A rise in price is the ouly ohoice ! 
A. We are curtailing overproduction now but you oannot go beyond a oertain, 

limit 

Q. Therefore I want to ask you what you think will be the method of getting parity' 
between the cost of production and prices. H the cost does not fall you must devise some' 
method whereby price will rise ! ~ , 

A. My idea.is this that I attach great importance to currency. Once you stabilise
and you put the country on an automatic currency basis you prevent inflation and whell> 
you prevent inflation your prices won't 'be affected through inflation because inflation. 
would oease. In fact it is ceasing now. There has been no coining of rupees for the last 
five years. We. will have to reduce our output. The normal inlU'8&Be of the industry 
will be checked, and when you have less production, your profits will be more satisfactory. 
We will have to oortail product.\on. Higher exchange means curtailing your production, 
whether it is of agriculture or manufacture. H I am a cultivator cultivating 100 acres of 
land with ootton for which I get Rs. 13·8·0 only at 18 6d. exchange for one sovereign, 
worth of goods instead of &S. 15, I curtail my ootton production. So if my manufacture
on the basis of 18 6d. does not pay me, I cortail it. They are curtailing it today. 
Some mill have gone into liquidation. That is ourtailing production. That is what Ollr' 

rulers call adjustment. It will be adjusted in time j but it will be a painful process. 
Q. But would not reduction of output lead to a rise in prices ! 
A. Yes. 
Q. Unless the better of mills increase' their output? 
A. H mills are not paying, they will not add to their plant and that is all that wilL 

happen. It is happening today. 
Q. Therefore, the remedy must-be in a rise of prioes 1 
A. Yes. 
Q. The industry then visualises a rise in prioes ? 
A. That will follow. They do not visualise. 
Mr. Majumdar.-When the existing mills go into liquidation, some other persol18-

will take them up and the production will not stop. There may be a stoppage
of. 6 or 8 months. 

A. Yes; but there is less produotion for the time being. 
Q. But that does not solve the problem? 
A. Nothing will solve the problem unless you put the industry on a competing basis. 

How to do it is the question. We say that we are not working on a competing basis. 
When you have a concern like a mill you cannot anut up your shop in a day. There 
are your overhead charges, working charges, insurance and interest, your officers under' 
agreement, and so on. All these have to be taken into consideration. 

Q. Have you studied the system of !!ales ? 
A. Yes j to some extent. 

Q. What is your idea about sales through wholesalers and sales, direotly to merchanta, 
into the various markets 7 

A. You sell to your selling agents and they sell to otherS. You cannot eliminate middl .. 
men. They are necllSSary evils. Those who have tried to work direct have not booB. 
suocessful. 
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Q. Binnys and the Nagpur mills are doing that. 
A. I do not kno" about Nagpur. . 

Q. They are' selling directly. 
A. Maybe. 

Q. About Binnys, have you any information? 
A. No, I have no knowledge.' 

Pre8ident.~We now come to remedial measures, in fact, to where we started, Mr. Waclia. 
Your view is that it is only a rise in prices which can save the industry f 

A. Yes, aI);d stability, and no more meddling with the currency. 

Q. On that assumption, of course. On the assumption that the exchange and currency 
-policy remain as thev are, the only hope is rise in prices! ' . A. Yes. •. , 

9· And these prices can in your view be secured in two ways. One is the slow and 
-painful process of adjustment and the other is the more speedy process of an immediate 
duty, by doubling the duty f 

A. Yes. 

Q. As regards the second process, this protective duty, I take it that you have not 
'worked it out; as, in our view, the Millowners' Association have not worked out the 
exact amount of protection which would secure the purpose. The Millowners' Association 
.have only worked it out on entirely general principles. They say 16 per cent. protection 
lor exchange. Deducting half of that for the, cost of cotton they get 8 per cent. 'and 
they want another 5 per cent. for night work in Japan and 4i per cent. for depreciation 
on machinery. They have worked it out entirely on general principles. What is your 
riew f • 

A. I think if you double the duty, it would protect the industry sufficiently. 
:' Q. Have you any grounds for saying that, except a priori grounds! . 

A. No ot.her grounds except t.hat the imported geods will be so much dearer and you 
~l be protected to that extent. 

Q. What about the restriction of consumption which would undoubtedly ensue? 
A. There is restriction now; because there is restriction on output. This distressing 

-condition of the industry is compelling us to restrict our production. Some of our looms 
.and spindles are idle. Some of the mills have gone into liquidation. 

Q. There has been no visible restrict'on of production yet. 
A. No; it will come in time. You will see it. These things are not immediate; they 

-will take time. 

Q. The real question I want to get at is whether you consider that the mills would 
Jose more by restriction of oonsumption than they would gain by increase in prices. It 

dB no use increasing pricE'S unless you are going to secure sufficient consumption to give 
'you a profit. . 

A. I believe so. I believe the duty would put the industry 0 n its legs again at once. 
I have no doubt as to that. As it is, we are doing better than we did last year. 

Q. But if you are doing better without artificial aid, would it not be better that the 
present state of things Mould go on f 

A. We will have to. 

Q. That depends on the view Government may take. What I am asking you is for 
-your own point of view. 

A. Yes; we shall have to s~gle on. What I think is this, that our great trouble lias 
risen out of these 44 crores worth of goods which have been reoeived into the country
more than the annual average-and that has affected us; and that will cease now. 
'Until this is worked off-it oannot be worked off in one or two years--we cannot be 
-on a sound natu.;'al basis. 

Q. You are therefore definitely of opinion, I gather, that'any duty whioh is imposed 
'should be on all oloth. You would double the duty on all oloth or do you differentiate 
acoording to the quality of the cloth f ., 

A. I am in favour of doubling it on all oloth. If you differentiate and if you check 
the Japanese imports, the Japanese manufacturers will give you what y~u want. They 
,will change. at onoe ; !t won't take time to ohange. They are very active. 

Q. You consider that it is p~tect:on which has given them this B?ti~ spiri~! 
A. If you give money in my pocket I can do wonders. Protection. IS putting money 

'n their pockets. It is taxing the coneumer for the benefit of the mdustry and you 
do that because you believe it benefits the co~ntry. 
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Q. But there is a school of thought whioh holds that it is oompetition whioh keeps people 
~f -

A. That is the English way of putting it. They themselveS have built· up their 
industries by protection and ,!hen they were sufficiently strong they asked everybody to. 
go Otl- with free trade. She unposed that on France and France has given it up .. 
Germany followed and gave it np. We alone are in your hands. Having one-fiftlk 
of the human race under your thumb you say, "it will do you good, you go on "; and_ 
we have gone on and gone to the waIL 

Q. I do not altogether accept your reading of history, Mr. Wadi&. I think there is a. 
good deal to be said for the point of view that_ a great many industries in Great Britain. 
have sprung up since the end of the protective tariff. 

A. Yes, but my content'on is that England having compelled. India to be on this so 
called free trade basis has been protecting herself all through. It is another way of 
protecting herself. The Japanese have recently protected their industry by removing· 
the consumption tax of 10 per cent. which the mills had to pa.y. But there is one thing 
I would like to tell you in this connection, with regard to this free trade and protection 
business. You must have heard of the grea.t German economist; List, who died in 1846 ... 
In 1845 he wrote a book and warned Germany not to follow England in the matter of 
free trade, because England had built up her industry through protection and it was .. 
strong enough to fight. So if you follow England you will go to the wall. This is what 
he said and I believe quite correctly and we are now in the same position. Of course ... 
now I see that the present J ndian Government is more for protecting the Indian industries. 
I see there is such a disposition. For instance, there is the protection to the Tata Iron 
and Steel Company. But the Englishmen move so slowly. 

Q. Have you any views on the subject of export bounties! The Millowners' Associ&-. 
tion has suggested it. 

A. I am not in favour of an e~rt bounty. , 
Q. On what grounds 7 
A. What is the good of an export £ouaty if you can protect by an import duty 7 

Raja Hart KiBkan. Kaul.-You justify the additional import duty because the Bombay' 
mills are all more 01' less sufiering 7 That is, they make no profits or they are suffering 
~es? -

A. Yes. 
Q. You also say that the up-country mills are in .! better position a.nd they are

generally ·making profits. 
A. Yes. 
Q. Then how could you justify protection from the point of view of these up-country· 

m~? __ 
A. What you say is this, that if you protect indwitries by import duties, the up-country· 

mills also will get the benefit! 

Q. We have to see whether protection is needed. You justify it on the basis of the
ligures of the Bombay mills. According to the number of m~, the number of mills 
outside Bombay is about three times as great as that in Bombay, though referring to . 
the number of spindles and looms, it will be half and half. We have to see '!hether· 
protection is justified from the point of view of the other half. 

A. As I have told you, the up-country mills have always made profits, more profit 
than the Bombay mills and if you have higher import duty, it will benefit them more· 
than the Bombay mills. 

Q. But do you think that such weakening has taken place in their conditions as to-' 
justify protect'on' 

A. I do not know that. I am not in a position to say that. I think they are still 
making more profits. The great thing which is troubling us now is want of consumption.. 
and that is, I think, owing to the heavy imports that we are suftering from. 

Q. And you think an import duty all round will keep oft the imports for a time, until 
this surplus is wiped oft ? 

A. Yes. These 44 crores worth of extra goods that are coming must be reduced. I' 
think in Bombay to-day we have got about 1,40,000 bales in stock. Only 60,000 bales
are sold. 

Pruidenl.-Mill stocks? 
A. Yes. 

Q. What about the imported piece-goods? 
A. I don't think that is very excessive. 



Raja HaN J{iakan KauZ.-Much restrict jon in cQnsllmption ~oes not seem to have 
"taken place. The figures are probably 16'5 and 16. It has gone down by about 1'5 
'yard per head. ~ 

A. But there is one thing I want to draw your attention to. My idea is that there has 
been an enormous consumption of cloth in India. Perhaps you are taking into considera
:tion the enormous quantity of yarn that is going into the hand-loom weaving. 

Q. Yes. Could you give us any idea of the consumption by the hand-looms? 
A. Certaibly, 10 crores worth of it. ' , 
.Q. You have worked it on the ba..~is of yam Y 
,A. Yes. 

.~ 

'Q. And you think that hand-spun yam 'is negligible? 
A. There-is no sllch thing as hand-spun yam. I think they are all using either imported 

,:faln or our own yam. 
Q. The khadi movement has increased it. Has it not? 
A. The produotion of cloth. The quantity of yam produced in India during the official 

,:year 1924-25, is, nearly 72,00,00,000 pounds. Out of this 44 crores was used in cloth 
by the-looms and 3' 65 orores was exported. 

Q. 12 to 13 hUndred million yards is supposed to be the production of hand-loom 
'industry. , 

A. Nearly 28 orores of pounds were used lly hand-looms, plus 10 crores worth of 
imported yarn. 

Q. What I want to ask is about the evident oontraction that has taken place in the 
,finer cloth. Beoause the .cOB.rser oloth is used by the peasants and by the lower classes 
-of people who must cover up the body somehow, therefore, the decrease which has 
~en place must have taken place in the consumption of finer varieties of cloth. Then, if 
'you protect yam up to 408 or 428 counts and cloth manufactured out of those counts, 
would it not be sufficient to reduce the import of cloth which competes with your 
mill-made cloth and yarn and give you time to ~ork off the surplus which you say is 
.now lying in hand Y 

A. Any duty with a view to protect the industry is sure to reduce the foreign imports 
and that would in itself help the il1dustry. 

Q. I just want to ask your opinion on the suggestion that instead of imposing a duty 
()n all Japanese goods or on all goods, we might have a duty on yarn of counts up to 403 
()r 428 and on cloth manufactured from yam of these oounts from wherever it might be 
imported. What is your opinion Y 

A. Yes. I believe most of the Japanese and most of the Lanoashire goods are made 
()f yam in the neighbourhood of 403 and under. If YOIl say you would impose the duty 
.on all goods over 308, it would be a help. 

Q. That is, you would exempt goods made of counts below 30s ! 
A. My idea is to exempt nothing. BeoausEl onoe you commence to exempt you will 

-complicate matters. I would rather put a lower duty and treat all alike. But if you 
wish to have exemption you can do it for goods under 303. 

Q. Then you would not protect the lower counts which probably form the bulk of the 
'Indian produotion. . • 

A. Why should you! The lower oount does not oompete against my production. 
President.-Does not a good deal of drill come in from Japan which is made of 14s and 

16s! 
A. That is why I say, don't'oomplicate by differentiating. 
Raja HaN Kiakan Kaul.--So, on the whole you Prefer to have one duty all through! 
A. Yes. ' 
Mr. Subba Rao.-Am I to understand you have recently changed your views about 

-proteotion for India! Or did you have these views all throughout Y You gave evidence 
'before the Fisoal Commission in 1923 against proteotion to the cotton industry. What 
,special reasons induoe you now to demand protection! 

A. We are begging now. If there was no ~eed, I don't want protection. 

Q. Is there any speoial cause Y 
A. Bad times; large imports. 
Q. It is a question of extra imports' . 
A. Yes. We had imported in 1921, 32 crores of rupees worth of goods more and in 

1925, 12 to 13 crores more. ' ' 
Q. Do you mean to say that they are kept in stOck even now' 
A. Not all. You cannot consume 45 crores of rupees worth of goods in a year or two. 



Q. It is six yeaN. 
A. Yoa have added since. You have added 13 crores more. 
Q. These extra importS are the cause? . 
A. Of course. I wa.s always a protectionist a.nd I am a protectionist today. The 

Fisc&l Commission asked me whether I would have a higher duty than the existing one 
~md I am not in favour of higher duties. Because I hold that the duties are a tax on the 
.eount!'J' and on the oonsumer; but when it is necessary I would not stick to that. It is 
remedy &OCording to the disease. 

,Q. I think you stated some time before that you require higher prices for cotton goods 
in order to make both ends meet. Is it Dot also your view that with protection there 
might be a stimulus t.o over.production ~nd a consequent lowering of prices? . 

_ A. How can there be over.production when I am maJripg handsome profits? One of 
the conditions of protecti~ your industrY and taxing your consumeN is that you should 
~xpa.nd and ultimately make the things ch~p. . 

Q. You will get higher prices for the time being and later on lower the prices ? -
A. Yes; beeause I produce more and lower the prices. If I am selling It. thing at Re. 1 

.and producing 60 per cent. more, I shall reduce the price to cheapen it. . 
Q. Any undue impetus to the industry would bringin more capital and labour, and 

ultimately you produce more by diverting capital from other occupations? 
A. These are all theories which free tradeN gener&1ly put before you. But look at 

'the world which ha.s been protectionist and look what they are doing. If you think that 
they have succeeded, follow them. If you think they are a failure, don't follow them. 
I think that protection ha.s been a success. My idea is, there is no use of protecting any 
industry which requires more than 26 per t!Ilnt. protection. For instance, if you levy It. 
duty 6f 26 per cent on yarn and cloth you will be protecting yo~ industry. If you levy 
.a duty of 60 per cent. on machinery, you will not be able to make machinery even for 100 
yelU'll. Protection is not to draw sunbeams from cucumboNr 

Q. And you want it for a time? 
A. Exactly so. 
Q. What is the kind of standard you will h&ve for making profits 'I 
A. Nobody is a better judge than the 1i}nance Minister. 
Q. What is your view! 

• A. If I am not able to give my shareholdeN 7 or 8 per cent. ....•• 
Q. You are also in favour of reducing the other duties the moment you give protection? 

You link up this increase with corresponding reductions in other duties? 
A. Yes. 
Pre.rident.-There is only one further question I should like 110 ask you, about the 

-export duty on cotten which you so emphatically disapprove. On what grounds do 
you disapprove of it ? 

A. Whoever taxes one's' own raw l\I&terial unless it is a monopoly like jute and even 
:tea to a very large extent 7 . 

Q. The point which ha.s been urged before us by some witnesses is that Indian cotten , 
is to a large extent a monopoly and that there is nothing else like it anywhere else ? 

A. No, China cotton is like Indian cotton. I might add again" unless it is a monopoly 
like jute or tea." It is no use benefiting your manufacturing industry to victimize 
the agricultural industry. I see no sense in it. I know it has been advocated by a man 
like Sir Dinshaw Wacha, but I am strongly opposed te it. 

Q. You mean 'you are penalising a section of the agricultural commu;:u,ty ? 
A. Yes, of course. He is already pen&lised by the high exchange and now you penalise 

Iiim hy levying an export duty on him! 
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ANNEXURE A 

I have spoken of inflation of currency which has led to inflation of prices. I now give
the figures.· The In~an figures are taken from the Government .. Index Numbers of Indian 
Prices,' 18{il to 1918. Although the mints were closed in 1893 the prices were not affected 

. until 1904. The coining of rupees was commenced iIi the year 1901. By 1914, about. 
50 crores worth of rupees had been coined without any effect on prices. Thereafter 
foodgrain prices began to rise. I at.tach very little importance to import prices since· 
I hold that 75 per cent. of our imports are luxuries. 

Indian food Atkinson's Gold prices Year grain prices 
Retail . Syllabus prices .. Statist" 

1894 .. 114 131 63 
1904 117 129 70 
1912 189 186 85 
1913 

"1 

199 195 85 
1914 .. 222 200 85 

In Bombay the cost of living is only four poin~s higher than food grain prices. 
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SECTION I 

General 

1. The present depression in the cotton textile industry is not confuied to Bombay, 
but extends to Ahmedabad and upcountry centres generally. It is felt, however, most 
severely in Bombay. . 

It does not allect all mills iIi the same centre alike. 

2. The depression in the cotton industry is due first of all to the operation Of. world 
factors. The textile industry in Lance.&bire has sullered greatly from acute depression 
for the l .... t four or five years, chiefly owing to the reduction in the purchasing power 
of its customers in its chief export market.s. Japan h .... not escaped from similar tr .. de 
depression, although it h .... not felt it to the same extent as other countries. 

The causes of the depression in India may be summarised as follows :~ 
(1) the loss of the yarn market in China; 
(2) the consequent increase in the production of piecegoods by Indian mills ; 
(3) the apparent inability of the home market to go on absorbing ever increasing 

supplies of coarse cloth such as is made in Indian mills ; -
(4) the heavy stocks carried by the mills, necessitating the looking liP of working 

capital and the payment of heavy interest charges; ; 
(5) a high exchange which is advantageous to importers; 

(6) and lastly the Khadder movement which fanilliarised many people to the wearing 
of coarse cloth and consequently led to a fall in tbe demand for bettt.r sorts 
of cloth. (This last cause has hit Bombay more than other centres, as Bombay 
mills turn out cloth of higher qualities than mills elsewhere, e.g., Ahmedabad.) 

The reasons why the depression has hit mills in Bombay specially hard may be stated 
as follows :- __ 

(I) comparatively higher cost of labour; 
(2) comparatively higher charges of management; 

(3) extensions to mill machinery in the boom period at very high prices, which 
must have been in many cases cent. per cent. higher than, at present; 

(4) a fa.1l in the demand for the more expensive varieties of cloth-which some J;Ilills 
in Bombay usually turn out; 

(5) labour troubles which have been rathllr prominent of late years. 
3. Some of the causes of the prebBnt depression are temporary. _ There are already 

signs of a better demand. It seems as if the clouds are lifting. 

5. Many milla are sellipg at a fair margin of profit. For instance, the Central 
India Mills are doing fairly well. Some mills in Bombay like the Wesk'm India Mills 
and the Hindu.tan Mills recently published satisfactory balance sheets. The Indore 
Malwa Mills at Indore are also doing well. 

Mi!l8 in Bombay which show losses may be able to sell at rates which would leave 
them a very small margin of profit or which would give them no profit at all. But interest· 
on working capital and the large stocks carried by them put them to serious losses. 

Some mills have large stocks of piecegoods made of cotton bought at high prices. 
Their agents would not part with them at the present low prices. There seems little 
chance of prices gOing up; in fact. they must go down on account of the fa.1l in the price 
of cotton. It will be long before such mills will show satisfactory results. 

Mills in Ahmedabad are doing better than mills in Bombay owing to somewhat more 
economical working, as well as a greater husbanding of their resources in the boom 
period. They produce somewhat coarser counts of yarn and consequently coarser 
goods than mills in Bombay, and ale thus able to sell their goods at a small profit. 

The Empress Mills at Nagpur have large funds which are inve&ted in securities which 
yield a rate of interest higher than that raised on their working capital. Their manage
ment is economical and efficient. 

lIlO y..422-7 
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'Upcounllry mills are as a rule doing fairly well. They have a lower cost of production 
owing to a lower wage bill, a sa.ving on transport charges on cotton, and proximity to 
consum.ing oentres. 

6. At present prices of ra.w cotton are low; but they may be expected to go down 
atill more. Prices of Indian cotton will fall as a result of 

(a) l~ge crop in America this sea.son which will provide ample supplies for a long 
tune to come;. . 

(b) a possible increase' in the size of the Indian crop owing to a favourable· 
monsoon; 

(e) the fixing of the exohange value of the rupee at 1/6 and 
(d) a possible greater consumption by Japan of cheaper growths of American 

cotton. 

The fall inthe price of cotton will result in the further cheapening of mailUfactured 
goods. It will, therefore, have a two·fold effect. Cheaper cotton goods will mean an 
.i'ncrea.se in consumption and will thus help the mills. At the same time there may 
be larger quantities of cheap cloth imported from Japan and which would compete 
with local goods. 

On the whole oheaper cotton will help the mills. 
9. There ha.s been a fall in the purchasing power of the agricultural cla.sses which is 

due to high prices of food·stuffs and other articles. The cost of living is, however, coming 
down, and the inauguration of a vigorous policy of agricultural development will tend 
to increase the real income of the agricultural classes and thus lead to a greater demand 
for cloth. ' 

The people of India generally prefer cheap cloth. A low price is, therefore, essential 
before a strong demand for local goods can be felt. 

SEOTIONII 

Nature and exlent oJ competation between imported goods and those oJ Indian manuJacture 

13. (i) The loss of the trade in yarn with Chinll wa.s due chiefly to the growth of the 
spinning industry in China itself. It was also d.ue to the vigorous competition of Japanese 
yarn. 

(Ii) The expansion of the weaving industry in India was due to 
Ca) the natural expansion of the industry due to growth of population, greater 

demand, increase in wealth, transport facilities, and also increa.sed experience 
of mill management, and 

(b) a decrea.se in the profits arising from the trade in yarn with China, and later on 
to the almost complete loss of this trade. 

(Ii,) The loss of the yarn trade with China. did no doubt affect the industry; but since 
1919 ma.ny mills like the Currimbhoy and David Mills which were formerly spinning 
mills ha.ve erected weaving sheds and are now utilising their yarn production to 
manufacture oloth. The depression, therefore, is due not to the loss of the China 
tr .. de but is due to the cloth in India itself and the low prices of rela.tively high cost 
of production in India.n mills, especially in Bombay. 

14. A proper answer to this question ba.sed on a study of the import figures in yarn 
and oloth would settle the whole question whether the Indian industry requires protection 
or not. 

As regards yarn, imports from Japan ha.ve increased; but at the sa.me time imports 
from the United Kingdom ha.ve decreased. 

OUI' home production in 1924-25 was 719 million Ibs., of which 96'0 per cent. was of 
counts 1-30. Of this we exported only 36 million Ibs. The bulk of the yarn produced a.t 
home is turned into cloth. " 

Our total import.a of yarn in the same year were 00' 9 million Ibs. of which Japan was 
responsible for 32 million Ibs. and the United Kingdom for 20' 7 million Ibs. Imports 
from Japa.n are increa.sing, while imports from the United Kingdom are decreasing. 
63 per cent. of the yarn imported is of counts over 30s. 

There dOllS not therefore appear to be much competition at present, such as would 
necessita.te the protootion of the Indian industry in yarn. Besides this, the imported 

. yarn is chiefly for the use of handloom weavers .and a higher import duty would make yarn 
.dearer for them and put a disability upon a cla89 whose interests ought to be jealously 
guarded. 
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As regards piece-goods, the Indian indust"Y is affected not so much by the volume of the 
imported article as by the price at which it is sold in India. The price of cloth has 
been steadily falling. Buyers are very cautious in their dealings; they know that prices 
must come down and so they do not enter into long commitments. The mills are not 
able to sell except in small lots and that ~oo at prices which in rpany cases, it is alleged, 
do not leave a margin of profit. Th~ milia in Bombay are not able to bring their cost of 
production down to a figure which would enable. the cloth to be sold at a remunerative 
price. Stocks therefore increase and this is a great burden on the mills, necellBitating 
88 it does an accumulation of interest charges on working capital-a factor which, 
according to market g088ip, has placed a heavy strain on the financial resources of one 
of the leading firms of mill agents in Bom bay and may even· lead them to part with some 
oftheirconcerns. This is no doubt a serious state of affairs and one which ought to receive 
very anxious consideration • 

• The production of piece-goods in the'indian mills in 1924-25 was 1,970 million yards 
as against a pre.war average of 1,105 million yards. As against this, we imported 155 
million yards from Japan and of this 109 million y8.l'<is were grey goods. 

We also imported 1,613 million yards from the United Kingdom as against a pre
war average of 2,563 million yards. With the further cheapening of American cotton 
and exchange at 1/6 it is more than likely that figures for 1926-27 will show an increase. 
It is, however, noticeable that when the market for English piece-goods is active, it has 
a reflex effect on the market for 10caJ geods. Besides English piece-goods, being of the 
finer sort, do not compete with the products of the Indian power looms. It i8 also not 
possible for English goods to compete with Indian goods with an import duty of.U per 
Gent. 

The competition in the Indian market is therefore felt chiefly on account of the increas. 
ing iDiports of piece-goods from Japan. Every year there is an increllBeand a marked 
increase in imports from Japan, and Japanese goods compete directly with Indian goods. 
Of course the imports from Japan in -1924-25 were only 8 per cent. of the tqtal Indian 
production for the year, and according to the estimate made by Mr. Chadwick, who took 
it for granted that 90 percent. of the imports from Japan competed directly with Indian 
goods, the percentage would be st, as against a percentage of 4 in an average of 3 years 
from 1911.12 to 1913-14. If, however, not percentages, but actual figures are 
oonsidered, the imports from JILpan have increased remark&bly of late years as can be 
seen from the following figures :-

Import& oJ Piece,-gooas Jrom Japan . 
(In thousands of yards) 

Pre·war average 

1922-23 1923·24 1924-25 

Grey .. 2,559 I 90,037 96,936 109,859 
White .• .. 48 2,375 2,307 4,484 
Coloured .. 521 15,366 23,422 40,979 

TotaJ •• 3,127 107,778 ~22,667 I 155,303 

'No figures for 1925-26 are available. But from the figures of imports into Calcutta, 
it can be assumea that the all India figures will show that imports from Japan have 
increased considerably in this period also. .. - , 

Italy has also increllBed per quota. But both Japan and Italy have gained at the 
.41xpense of the United Kingdom, the imports from which show a considerable drop in. 
1925-26. 

15. Imports of yarn from Japan are chiefly of counts 31 to 40. Indian milla do not 
produce this cl8.88 of yarn in large quantities. , 

Japanese pillce-goods compete directly with the piece-good:; produced by the Indian 
mills. The figures given above show that it is in grey cloth that Japanese imporbs are 
oonsiderable altliough in coloured goods also Japan is making tremendous headway. 
Some kinds of Japanese goods compete with Lancashire goods; but the bulk of the 

110 Y 422-7a ' 
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Japan~se import.s compete with goods made locally, especially in the following lines: 
grey sheetings, T. cloths, and domestics, drills and jeans, longcloths and shirtings. 

According to the Collector of Customs, Calcutta," Japan competed in 1925·26 with 
Lancashire and India In the coarser stylllll of grey good! and has started dealings in' grey 
dhoties. In the coloured and fancy trade she has also made great headway and heavy 
forward bookings are reported. One advantage which Japan enjoys is that certain of her 
products~ ~.g., grey. shirtin~s, st?ped drills, cotton flannelettes, coarser types of poplin, 
low qualitIes of pnnts, white leans and dyed crepes,~are consumed largely in Japan, 
only about 10 pe~ cent. of t~e produ~tion is exported to India. She is thus in a position, 
not merely to ship speculatIve conSIgnments not covered by contracts, but also to giv/l 
immediate shipments on cabled orders which from Manchester or Bombay take two to 
four months for delivery n. (See" Capital n, June 30, 1926.) 

23. Imports of piece. goods into India are likely to increase on account of the exchange 
value of the rupee being fixed at 1/6. But imports from the United Kingdom will 
probably suffer, owing to the increasing competition of Japan, Italy and the Netherlands. 

25. The depreciation in the value of the yen was of great ~assistance to the Japanese 
in sending their goods to other countries, especially India, at lower rates. 

Latest advices show that the yen is apprtl(li~ting and this will probably make it less 
easy for Japan to compete with local goods. 

27. The stabilisation of the exchange value oi the rupee at 1/6 will enable importers 
to land their gooda in India at cheaper rates. But as the exchange has ruled in the 
neighbourhood of 1/6 for some time, it will not accentuate foreign competition. 

'As against the advantage to importers, we must consider that exchange at 1/6 means 
that Indian mills have to pay less for Indian cotton than Japan; hence the whole of the 
advantage will not be on the side of Japan. Again, exchange at 1/6 will enable the mills 
to get machinery and mill stores at relatively cheaper rates. 

28. Japanese labour conditions have loomed large in recent discussions on the 
subject. The chief di1Ierence between labour conditions in India and Japan lies in 
the greater employment of female labour and its employment at night in Japan. 

':w ages in Japan are, however, not lower than wagcSin Bombay. According to a report 
on Japanese labour conditions reproduced by the .. Bombay Labour Gazette n, the 
average daily wages of operatives in weaving and dyeing factories are 136 sen for men 
and 87 sen for women, which comes to Rs. l·ll·5formen and Re. 1·1·6 for women. The 
average daily wages for cotton workers in Bombay city in 1923 were Re. 1-7-2 for men and 
Re. 0·12·5 for women. -
. According to the Japanese Factory Amendment Act of 1923 which is stated to have 

recently come into force, young persons under 16 and women can no longer be employed 
in factories between the hours of 10 p.m. and 5 a.m. provided that such persons may be 
employed till 11 p.m. with the sanction of the authorities. In Indian factories women 
cannot be employed betwE<6n 7 p.m. and 5·30 a.m. 

Japanese labour conditions are sure to improve as time goes on. But the fact that in 
the textile industry-the most important industry in Japa.n-80 per cent. of the persons 
employed are women who board and lodge in.. dormitories during their employment, 
the wages are not as high as in other Japanese industries. This must help the Japanese 
mills to produce cloth somewhat cheaply. But it cannot be said that Japanese labour is 
very much cheaper than Indian labour, and the hours of work in Osaka are stated to be 
nllt more than 10 per day •. 

29. Japanese producers are not ~tly helped by subsidies or very high protective 
duties, but they must doubtless gain considerably by national shipping companies and 
banks. 

Precise infcrmation regarding the help given by Japanese shipping companies ts 
national indul!tries would be helpful in determining whether Japanese competition cl.uld 
be called .. un air". 

34. It cannot be said that Indian consumers are showing a greater preferenc4.> for 
qualities of cloth finer than those produced in Indian mills. H that were the case, imports 
from England would not fall off so considerably as they have done in recent years, nor 
would India have also absorbed luge quantities of grey cloth imported from Japan. 

Besides those mills in Bombay which intended to turn out finer cloths from African 
cotton found that there was no demand and had to revert to the manufacture of coarser 
cloth. I can give the example of a mill which bought African cotton worth Rs. 34,00,000 
but which it could not utilize owing to absence of demand for finer cloth; The mill has 
aIr.!ady lost Rs. 14,00,000 on this lot of cotton. 
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SECTION ill 

Internal Compelition 

35. The establishment of minB in np·conntry centres like Aurangabad must tend to 
decrease tbe demand for the ordinary makes of cloth made by the mills in Bombay. 
These np-conntry mills are said to be doing fairly well, and they naturally tap the markets 
which forme~ly depended npon the output of the Bombay mills. 

36. The mills in Bombay have some advantages, althongh not as many as they had 
formerly. They were well situated asregards supplies of coal. Being in Bombay itself 
they were able to ship yarn and piece·gOQds without having to incur, ra:lway oho.rge •. 
The yarn trade with China is, however, practically dead. They are still in a more 
advantageous position as regards the expr,rt of piece.goods. 

Most of the mills are nOl'" driven by hydro.electric power. This il: an advantage, as 
they need no longer be afraid of shortage of coal snpplies which was a serious difficnlty 
in war time. Ele<.tJic energy also gives a firmer drive. 

The humid climate of Bombay is a great natural advantage. Bombay takes the lead 
in the spinning of fine connts. It can ,.Iw obtain cotton from Uganda and spin fine 
eounts, as is done in some mills. 

37. On the other hand, mills in Ahmedabad and up.conntry centres have some 
advantages over Bombay. Mills in the Central Provinces and Central India States are 
in the heart of cotton growing tracts and can thus get their raw material cheaper. Mills 
in Ahmadabad use Dhollera cotton wh:ch can be put down at the mills there at a relatively 

, eheaper J'ate. 

Owing to the use of hydro.clectric power by mills in Bombay, proximiLY to coal·fields 
is not of special advantage to up-country mills. 

3S. i'he hand.loom industry has existed in the conntry for many ye&J'8 side by !!ide 
with the poweJ'.looms. The prodncts of the hand.loome are nsnally some specialities 
which cannot be economically prodnced on PQwer·looms, as the demand for them 

,is limited to p&rticnlar localities. There is no reason to suppose that the prodnction of 
the hand· looms has increased s& much as to ,constitute a menace to the power·looJIlS. 
The hand weaveJ'8 also use yarn of connts higher than 30s. as is- evidenced by the large 
imports o£.such yarn into India.. There is no competition between hand.looms- and 
power.looms. 

The only item in which there can be some' competition is .. Khaddar" the production 
of which has been recently encouraged on a large scale. It is possible that many persons 
who were formerly consumers of Indian mill cloth now use hand made cloth. The vogUe 
of Khadder may have also reduced the demand for the betteJ' types of cloth produced 
by the Bombay mills. . 

It is reported that a quantity of Indian mill made cloth was recently'thrown on the 
Caloutta market at a sacrifice and thus replaced the demand for h,and made cloth. 

SBOTION IV 

Mill ,management 

40. This qnestion can certainly be answered in the affirmative. 
41. The managing agency system may be theoretically considered defective in certain 

respects. But it is the system which is best suited to the present industrial conditions 
in the countJ'y. This is particnlarly so as reg&J'ds the provision of working capital, which 
is generally obtained from the public on the credit of the agents. 

42. Formerly the system was to charge agency commission on prodnction. When 
large profits were made, the articlee of association were altered and it was resolved to 
eharge commission on profits. This is now the prevailing practice. The agents of some 
mills are entitled to a minimum commission, irrespective of profits. However 
many agents have foregone their commission, even when the mills have made a slight 
profit. . 

44. The association of managing agents with other classes OJ' kinds of business is 
eommon. This is not detrimental to the interests of the industry. In some cases, 
where the agents are also dealers or importers of mill stores or machinery, the mills of 
.... hich they are agent&, have considerably benefited. 
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SECTIOll'V 

MiU Finance 

4~. Some mills. went iIi for. extensions and replacements of machinery in the boom 
penod when the pnces of ma:c~nery were much higher than they are now. This may be 
regarded as one of the subSIdiary causes of the difficult position of some of the mills 
p&rticularly in Bomb&y. • 

47. ':l'he dividends paid out. in the boom period by some mill com p&nie& were excessive. 
H the directors had used foreSIght and h&d not been carried away by the desire to inflate 
the market prices of the shares of certain companies by declaring huge dividends they 
would have conserved the fin&nci&l resources of their mills, which would h&~e in 
consequence been better able to we&ther the difficult period ofdepre88ion. 

This cannot be regarded as one of the principal causes of the Present depression. All 
the same those mills which did not P&y out unduly high dividends increased their fin&nci&l 
strength and have been better able to withstand the present difficult times; while mills 
which paid out unduly high dividends have not paid any dividends for the last three 
ye&rs and have made 1088es. 

008t8 oJ Prod1Wlion 

(6) Raw Material 

60. Some mills in Bombay which have good financi&l resources lay in their COttOD 
zequirements for the year in the season and they are able to do this on account of their 
having large storage accommodation. This is &Iso done by the Empress Mills in Nagpur. 
This is of course not an ide&l system; as the prices of cotton may go down later on and 
the mills would lose the "hance of getting in their raw material at a cheaper rate. It is, 
however, usu&11y found that good styles of Indian cotton are not available in large 
quantities towards the end of the cotton season, and prices of .. spot .. lots, therefore. 
fzequently xule higher than the prices of corresponding. hedge contracts. 

In Lancashire the business of spinning is separated from the business of making 
cloth. The spinner gets an order for a oertain quantity of yarn of specifio counts. He 
works out the price at whioh he can sell his yarn after taking into consideration the price 
of r&w cotton, labour, eto., and then quotes a certain price. The order may keep his mills 
busy for six months or a year. He does not, however, lay in his full cotton requirements 
for the time his spindles will be busy on the order; but he buys futures, either on the 
ordinary or "0&11 " system, at tqe price ruling on the day he accepts the order, and then 
sells off &Ii much of his " futures" as he goes on buying .. spot" cotton. He thus saves 
on godown rent and insurance and is certain of obtaining his requirements. In Lanca&hire 
the bulk of the ootton used is American, and it is not as difficult to get good lots of .. ready" 
cotton at any time &8 it is in Bombay. In the Bombay market the difference between 
.. spot" and .. hedge .. prices of the same growths is not one to be relied upon, and hedge 
contracts do not afford a trustworthy insurance against loss as they do in the Liverpool 
market. The Lancashize spinners are therefoze in a much better position than Bombay 
mill·owners as zegards the purchase of the raw materi&l. The Bombay market is not 
&8 responsible as it ought to be to world factors which govern the price of cotton. It ia 
&Iso inclined to be too speculative at times and this is a disadvantage to the bO'fl(I.jide 
oonsumers of cotton. 

Not much information can be given &8 regards the methods adopted by the Jap&nese. 
But a few general observations can be made. 

The Japanese use Indian, American and Chinese growths of cotton. They have thus 
the advantage of entering the market which happens to be relatively cheaper for the 
time being. When American cotton prices are comparatively cheaper than prices of 
Indian cotton (and this happens not infrequently), they increase their purchases of 
American cotton and they hold off from the Indian market. They have better facilities 
to obtain Americ&n cotton than Bomb&y mills. Having large buying organisations 
in the markets of the world, and aided by their o","n banklo, they can take up large 
q usntities in f&11ing markets, and can make profits on the cotton held by them when they 
find that the market is forced up by speculative causes. It is reported that when the 
prices of Oomra cotton were unduly forced up in the Bombay market when a corner in 
Oomras was enginered by some Bombay speculators, the Japanese sold much of the 
ootton held by them at high rates and re.bought it at very favourable rates when the, 
prioes f&11 as a result of the operator's failure to pay for &11 the cotton tendered to them 
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The Japanese mayor may not be experts in the art of buying raw cotton at favourable 
prices; but acting as they do through powerful buying orgaruzations, hdped as they 
are in finance by their own banks, and being able to form perhaps a bettel lud~ment of 
t,he future trend of world prices, they IU'e able to blly ;t at times more cheaply than 
Bom bay mills which may buy in sma1J lots and ,,-ant supplies when decent lots ar~ at & 

pr~mium. The Japanese have their own agents at important up.country cotton oentres 
in India to buy seed cotton and tbey have it ginned and pressed at their own factories Itlid 
rail it down to Bombay_ thus saving middlemen's profits. Their buying organizationa 
assisted by their own banks and shipping companies mllst be one of the factors which 
enable them to compete with Indian mills in the home and foreign markets. 

There is no reason why the Bombay millowners should not combine and build up an' 
organization for the purchase of cotton in up·country markets during the season. I 
know that .. buying agencies" in Guzerat on behalf of the millowners were tried some 
year~ ago but did not meet with success. The times have however changed and a new 
scheme ahould be tried. If worked in conjunction with the Agricultural Department, a
buying agency on a large scale would also bt<nefit cotton growers; b8<'ause at present 
the oomplaint is made that the consumers of cotton have no knowledge of the improved 
varieties grown in the districts from selected seed. 

86. In mill accounts depreciation on machinery is taken at 5 per cent. of the value 
and on building at 21 per cent. The amount set aside on this basis is sufficient. 

Depret"iation should properly be reg .. rded 88 a charge on cost of production. The 
accounts of the mills BS they are invariably prepared in India, present only a profit 
and loss account. No separate account of production ahowing gro~s profits i'! 
prepared. 

Mills which have made 10BSell have not been able to allocate funds to depreciation. 
It is, however, surprising to see that some mills which have recently declared dividends 
have not provided for depreciation in their accounts. In the case of mills which have 
made losses and have not been able to provide for depreciation, the amount which would 
be necessary for depreciation in normal circumstances ahould be added to the loss made 
by the companies. 

87. The usual method of valuation is that cotton and stores are generally valued at 
cost or at times slightly below cost, and yarn and cloth are valued either a little a.bove or 
below cost or at approximate selling prices. The auditors do not make their own valua-
tion, but have to rely on the information given by the agents. ' 

It is really difficult to value stocks even approximately, as they may not be sold iOf:" 
six months or a year and the prices may sag considerably in the meanwhile. 

88. As a rule the audit is an annual one. Very few mills have running audits. 

SEOTION VII 

(a) 8U{J"estions ptd Jarward by the Bombay lIfilloumer8' Aesociation 

96. The duty on machinery is only 21 per cent. Its abolition ",ould make very little 
difference to the prices of machinery paid by the industry. 

The duties on mill stores range from 21 to 15 per cent. A 15 per cent. duty on dyes 
is rather high; and a material reduction in the duty would give a slight relief to tile 
industry. 

100. Railway rates are usually not governed by considerations of industrial develop. 
mene-but are based on commercial considerations. It is not -however too much to ask 
that railways, particularly State Railways, Mould assist in the industrial development. 
·of the country. Railway companies should give special facilities to Indian industries. 
Freight rates on cotton consigned direct to mills and on manufactured goods from 
Bombay, Ahmedabad, Sholapur, to consuming centres ahould be lowered. Bombay is a
long way 011 from Calcutta. The Japanese e&n land their-goods in Bombay as well &s, 

in Calcutta, and the railway freight paid on manufactured goods from Bombay to
Calcutta must raise the prices of Bombay mill manufactures in Calcutta. A reduction. 
in such freight rates would be desirable in the interests of the home industry. 

104-112. It is well known that the Indian cotton manufacturing industry'is pasaing 
through a serious period of depression. This is due to several factors. It is contended 
that the most serious factor is foreign competition, particularly from Japan, import,ll 
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.of cotton manufactures from which compete directly with the products of the Indian 
mills. If from an examination of the situation, it is considered that the indu'ltry requires 
protection, the only method of giving such protection would be by means of higher 
imPOlt duties. . 

Such enhanced import dutiee should not be levied on imports from one country alone. 
Such a course would lead to a tariff war and the consequences would not be beneficial to 
India. Hence if increased import duties are levied, they should be levied on imports 
of cotton manufactures from all countries alike. Our largest imports of cotton 
manufactures are received from England, and it is admitted that they do not compete 
directly with the home made article. Higher import duties on all cotton manufactures 
would not be advisable, all they would result in still higher priCeR of such high class 
goods as mulls, cambric~, lawns, nainsooks, shirtings, duck, which are- not produced in • 
India (and if at alll'roduced, are not (If the same class). _Such duties would also have , 
no protective effect. . 

Hence protection i. needed; it would best be afforded by increased duties orr clotIn. 
similar to those produced by the Indian mills, that IS, on cloth which is made of yarIll¥' 
of 30 counts and under, but irre&}Jective of the country of origin. 

This is, therefore, the only feasible method of giving protection to the Indian industry, 
1£ such protection is considered necessary. 

It has been suggested that an additional duty of at least 13 per cent. should be levied 
on imported yarn and cloth. This would mean a protective duty of 18 per cent. on yarn 
and of 24 prr cent. on cloth. -I think that for pm poses of protection, the increase suggested 
is higher than needed. I should think that another I) to (; per cent. would suffice; and 
if at all it should be levied on imported cloth made of yarns of 30 counts and under, 
a.nd there should be no in':rease whatever ;n the dub' on imported yarn The Tariff 
Board should, however. work out the rate of in~rea.se which would effectively serve the 
purpose of protecting the home industry without serious detriment to the interests of 
the consumers. 

I do not however, think that the time b.as yet come when the Indian cotton industry 
should be considt'red to be definitely in need of .protection. I suggest that the question 
of affording protection to it should be poRtponed for the time bt.ing, but not shelved. I 
beliElve that in the course of one year or so, we should be in a better positiou to judge the 
incidence of foreign competition and its effect on the earning capacity of the mills in 
Bombay and Ahmedabad and to determine whether the protection asked for by the 
industry is essential or not. At pr..sent there does not appear to be an overwhelming 
case for protection; but if adverse conditions persist and increased imports of foreign 
cloth continue to affect the trade in ludiRn mi.l-made cloth, there would be a case for 
affording the home industry protectIon on the .ines mentioned above. If a grave situation 
arises protection would be the only remedy, and in that case the remedy ought to be 
applied with!lut further inquiry or delay. In the meanwhile the situation should be 
closely watched; the figures of imports and of mill stocks should be scrutinized month 
by month; returns of sales of yarn and piecegoods by the mills and the prices realised 
by them should be sent in by all m~ ; and in this and other ways the Tariff Board, or 
any other agency that may be oonsidered suitable in its place, should keep itself well 
informed of the conditions prevailing in the mill industry. 

I make this suggestion, because I do, not think a decision of such vits.I importanoe 
should be taken in haste. It is not possible to determine, in the space of a few months, 
whether an industry like the cotton industry, which IS spread over the whole country 
and which produces an enormous quantity of cotton manufactures, requires protElction 
or not. The enquiry ought to last at least a year, and some delay in coming to a definite 
decision will not make much difference. 

1 think that by the end of the financial yl'M it will become apparent whether the 
industry has definitely turned the corner or whether it is heading towards still further 
depression. If the times improve, there will be no neceasity to take action; but should 
the situation grow worse and it becomes apparent tha.t the mills are nnable to comp~te 
with foreign imports, the industry would have to be protected. If a. grave stuation 
arises, if the industry is undermined by foreign competition-whether it is .. fair" or 
.. unfair" does not matter_in the least-protective duties ought to be levied to save the 
industry. For although protective duties \\ ill raise the prices of cotton manufactures 
and will thus hi~ the consumer, it will be a poor gain to the consumer that he should 
get his cloth at a oheaper rate if the price of that benefit is to be the slow destruotion of the_ 
most important industry in thE! country. Besides the consumer is after all a producer 
just as the producer is also a cons mer. And in the c&se of a country like India we want 
our home industries to thrive and progress in order to bring about that diversification of 
industries whioh is the great economic need flf thl.' c',untry. 
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I am not, therefore, against protective duties &8 such when they are necessitated by 
the interests of the country. The question to be decided is not a tj:J.eoretical one. It is 
a question of fact. H&8 the cotton manufacturing industry of India, which has ~een 
Jong established in this country, which has ~reviously weathered many bad p~nods 
of depression, which h&8 expanded rapidly in the past without the help of bounties or 
protective duties, nOw come to such a state of difficulty and danger that it 'requires to 
be protected by means of high import duties 1 If the answer is in the affirmative, it 
should be given the protection it wants immedately. I am afraid, however, that it would 
be difficult to prove that the industry 'has come t·. such a p&89. 

To protect the Indian cotton industry by means of a tariff is a step which should be 
taken &8 a lASt resort when no other moans of giving a helping hand to the-industry can 

.be found. It should be amply demonstrated that the industry would languish without 
the aid of protective duties. 

The imposition of a protective duty of 24 per cent. on cloth made of yam of 30 counts 
and under would certainly shut out Japanese imports of cloth into this country. It 
would give to the Indian mills a monopoly of the market for coarse cloth:. The mills 
would be greatly benefitted and there would ~e probably a considerable expansion of. 
the industry in a few years. 

Such a duty would, however, raise the price of cloth in India. What would be a gain 
to the milia would be a IOS8 to the consumer. As cloth is a necessity of life and as the. 
people of India generally can affor!1 to purchase sufficient quantities of cloth ouly when 
it is cheap, an incre&8e in its price by the action of high import duties is, at all times, 
to be deplored. Every increase in the price of cloth tends to check consumption, just 
... every fall in its price .timulates demand and increases consumption. A high import 
duty on co&r&s cloth would not be' economically sound, because it would raise the 
price of cloth required by the poor ma.n. Expensive kinds of cloth may be regarded 
"'~ articles of lUXUry and could bear a higher duty; but high duties on the poor man's 
cloth must increase the cost of living. Moreover if consumpticn is checked, it would 
not be in the interests of the industry itself. 

113. As imports of yarn below 30 counts are negligible, an increase in the duty on 
yarn would not help the industry to any great extent. It would have an injurious effect 
on the handloom industry. Formerly there waS no duty on imported yam, but when 
cloth was made to pay 11 per cent. a duty of 0 per cent. was levied on yam, as the 
indigenous product would thus get some protection from the 11 per cent. duty on 
cloth. Any further incr~&8e in the duty on yarn, would operate against the interests of 
the handloom weavers. 

Besides according to the figures of the tralle of Calcutta for 1920-26, there was a decrease 
of 26 per cent. in the imports of twist and yarn from Japan, and it is reported that Indian 
production is replacing a good part of the demand for yam of counts between 168.,208., 
ao~., and 408. . 

(b) Other Suggestions 

As regards the suggestion of an export duty on cotton, I am sUl'prised that it should 
ever have been put forward. Such a duty would be most unwise w th .. general interests 
of the whole country and it would not confer any benefit on the mill industry. 

Export duties are generally never countena.nced as a protective measure. An expo.rt 
duty may be levied Cln an article of which a country has a monopoly. India has no su~h 
monopoly in the c&&e of its cotton, and hence an export duty would not be paid by its 
foreign consumers but will have to come out the pockets of the agriculturists, If 
this extremely simple economic proposition is put before the mill-owners, I am sure 
that no one will como forward to advocate such a duty. 

India now grows 6 million bales of cotton. It is likely that the quantity produced 
will improve both in quantity and quality as a. result of the efforts of the CentJ;aI Cotton 
Committ80 and the interest now taken in agricultural improvements in India generally. 
Indian mills consume only 2' 2 million bales and the rest of the produce must therefore 
be exported to foreign mvkets. An export duty would check the demand for Indian 
cotton and hence its price would fall. The duty will therefore come out of the pockets 
of the growers, and would thus involve a serious economic loss. 

It must not be forgotten that. Japa.n is at present a.n impc.rtant customer of Indian 
Gotton. It is to the advantage of the country that she should remain a customer; as 
there are no other countries which take or can take as much cotton &8 Japa~ ta.kea. It 
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is doubtful whether the Japanese would al,!ays depend on India for their requirements 
of raw cotton for they are paying attention to the growing of cotton in Japan and places 
near Japan . 

. , There would thus be no gain, but a positive and serious economic loss from the imposition 
of an export duty on cotton grown in India. 

119-123. The. Indian cotton manufacturing industry is csrried on with a certain 
reasonable amount of efficiency. But that is not tantamount to saying that it standa 
in no need of improvement especially on the technical side. Such mattels as joint 
purchase of cotton, adoption of labour saving devices, utilization of waste, experiments 
on new fabrics and introduction of new ·weaves, and many others ought to be seriously 
considered. No industry can flourish for long if it is carried on on antiquated and 
old-fashioned lines, and if it is not frequently overhauled: and if its organization is 
not carefully scrutinized with a view to the elimination of inefficiency. It is a mistake to 
suppose that the Japanese have succlleded merely by employing female labour. Their 
success must be due to other causes as well. - , 

Whether protection is granted to the industry or not, the Bombay mills must get 
together and appoint a permanent Council of Industrial Efficiency, whiC;h would examine 
the main featu.res of the organization of the industry, suggest new methods of work 
new lines of development and money-saving devices. The industry has a claim to demand 
assistance from the State; but it should also do its best it improve the efficiency of its 
organization. 

CONOLUSION 

Whether the cotton manufacturing indust·ry of India should be given protection or 
not is a question of extreme complexity and delicacy. Although the great number of 
spinning and weaving conc~ are in Bomhay City and Allmedabad, there are millB 
in the Central Provinces, Central India, and in other provinces. Thli'mills in Ahmedabad 
seem to be in a better position than mills in Bombay City, and even in Bombay City 
some mills are able to show a satisfactory earning capacity. The Central India MilIa 
in N agpur earn more money than they did before the war. 

It would be interesting to institute a contrast between the cotton industry and the 
steel industry. . 

The steel industry is an infant industry. Steel is prQduced practically by one company 
which has its works in one place. It is easy to ascertain the cost at which steel can be 
economically produced in this country and to know the prices at which imported steel 
is sold in this country. It is very desirable that the steel industry in the country should 
flourish; and if Indian steel is unable to compete with imported steel, the industry must 
be protected. It is on these broad considerations that protection has been granted to 
the Indian steel industry. 

The cotton industry, on the other hand, is not an infant industry. It has been 
established in this country since 1854, and it has considerably expanded and strengthened 
its position in late years. The industry has not to rely on imported labour and almost 
all the managers of mills in Bombay and Allmedabad are Indians. A glance at the 
table showing the progress of Indian mills during the past 50 years (pagcs 101-2) would 
not lead anyone to imagine that the Indian industry is languishing, or is in process of 
slow strangulation, as one writer has put it_ Whereas in 1913-14 Indian mill production 
of cloth was 1,164 million yards and imported goods amounted to 3,197 million yards, in 
1924-25 Indian mill production reached the record figure of 1,970' 5 million yards as 
against imports amounting to 1,823 million yards. These figures also show the progress 
that the industry is making and they are gratifying as they show that Indian mills art; 

now supplying the needs of the home market on s much larger scale than before the war. 
Another importsnt factor to be taken into consideration is that cloth, unlike ~teel. 

is a necessary of life, and that the cloth made by Indian mills is consumed by the relatlvely 
poorer ola.ss .. s of the population of the country. 

A further consideration is that the cotton industry has made rapid progress since 190() 
in spite of the fact that there was an excise duty of 3l pel' cent. The position now is 
that there is an import duty of 11 per cent. and there is no excise duty. There is .also 
a duty of 5 per cent. on impurted yarn, whioh only a. few years ago was free of·duty. 

The only change which has come over the industry recently is that before the war 
97'1 per cent. of the total imports of cloth came from the United Kingdom and only 
"3 per cent. came from Japan. In 1924-2588'5 percent. of the piecegoods imp~ed 
oame from the United Kingdom and 8'5 per cent. from Japan. Formerly the Indian 
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milla had l'l"actic&lly a monopoly of the Indian market for coarae ('loth, but now they 
have to share that market with Japanese cloth, which is competing very vigorously 
with Indian mill-made doth_ Even then the percentage of Japanese cloth which directly 
competes with Indian mill-made cloth is small, being calculated at about 6 4/5 per 
cent. The greatest sullerer from Japanese competition appears to be not the Indian mill 
industry but Lancll8bire, imports from which have fallen enormowJy since 1913-14. 

Statistics at least do not show that Japauese imports have displaced Indian manu· 
factures.' They demonstrate rather I~hat India and Japan combined have displaced 
Lancashire goods and are likely to aisplace them still more iu the near future. The 
statistics also do not prove that there is a very sound case for the erection of a tariff 
wall bbtween India and foreign countries in the interests of the Indian cotton industry. 

I thillk, however. that all Indian industries should be actively helped and encouraged 
by the Government; for the economic good of the country J'equires a diversification 
of the occupations of the people. The cotton manufacturing industry is the most 
important industry in the country and the only great industry which is managed by 
Indian business "llJen. It should receive encouragement and assistance from the State 
in various directions. In all advanced countries, the State has now exerted itself to 
give a!l8istance to industries. The success which has attended the Japanese cotton 
manufacturing industry is ascribed to Government help. "In Japan there is a close 
&88OCiation between industry and the Government. Because of this much government 
assistance is given to foster the growth of an industry." (World Developments in the 
Cotton Industry. by L. Bader.) . 

The granting of protection to an industry is not the sole method by which the 
government ,of a country can promote its interests. The fact that the Japanese havll 
their own steamship companieB is a great element in their favour. We should strive 
for the attainment of a similar object. The establishment' of an Indian Mercantile 
Marine would promote Indian industrial development. The working of the railways 
in India should be avowedly in the interests of Indian industries. The provision of 
banking facilities particularly for industril's would be also a powerful aid to their growth. . 
Finance and transport are two great factors in promoting industrial development· ' 
Technical education also should not be neglected. In theBe and various other ways, 
the Stats could do mu~h for the promotion of the interests of Indian industries. 

The institution of inq uirias into the conditions of difterent' Indian industries should 
not be taken up piecemeal by committees, the personnel of each of which 'would be 
difterent. The time has com .. whea a much more comprehensive enquiry into the 
oonditions of all industries and the Yarious ways in which State ltSSistance can be given 
to industries should be instituted, not by separate committees, but by a permanent body 
to be called by some· such name as the Indian Industrial Council which would 
keep in close touch with the conditions of Indian industries and oller a comprehensive 
prograllUlle of industrial development in multifarious directions. The energies of Buch 
a body should not be confined to anyone industry like the cotton industry, but it should 
take the whole of the industrial field in its survey which should include transport, 
finance and technical education. The State would then come into closer touch with 
industry and the country as a whole will be sure to benefit by the initiation of a. 
comprehensive programme of industrial regeneration and reconstruction. It may be 
said that industrial organization is a matter for each industry to decide for itself. This 
may be poesible in advanced countries like England. But in a country like India little 
progress can be made without the active help and direction of government agency. 

Moreover a. survey of industrial conditions and a.n inqwry into the various directions 
in which the State oan allord help to industries on comprehensive and all-embracing 
lines as suggested here can only be undertaken by the State. 

In conclusion, I may state that while I am doubtful as regards the immediate necessity 
of the grant of protection to the cotton industry by means of import duties, I think 
that the industry should be given all the a.ssistance that can be granted to it by the 
State, and that such assistance should not, depend on the conditions prevailing in the 
industry. whether it is prosperous or otherwise. . 
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ANNEXUlIB A, 

A nola on tke determination 0/ wage8 in tke co:ton textile indu..lry 

With reference to paragraphs 82-89 in the representation made by the Millowners 
Association to the Tariff Board, I wish 'to make one or two suggestions, which, I trust, will 
receive consideration. 

The wages of workers in the cotton mills in Bombay were raised during the war period 
owing chiefly to the great rise in the cost of living. The mills had also made phenomenal 
profits in this period, and the increases in w~ges were granted by the millowners without 
much ado. But when the increases were granted, no stipulation was made that they 
were granted only as a temporary boon, and that the wages would be reduoed with 
reduction in the cost of living. For this omission the industry has now to pay dearly. 

The cost of living in Bombay has gone down considerably. According to the Labour 
Office, the cost of living index number has gone down from 193 in October 1920 to 157 
in July 1926. The real wages t)f labour have, therefore, increased since the time when the 
increments in wages were granted. But the money wages remain the same. The work
man has become accustomed to receive a fixed sum of money as his wages, and naturally 
he does not like the idea of having his wages reduced. He is unable to see the 
advantage he has reaped by falling prices, and he is not a position to appreciate the 
difficulties of the industry of which he is so important a unit. 

This was apparent during the last great mill strike in Bombay, which was due to an 
attempt on the part of the millowners to effect a 10 per cent. cut in wages. The workers 
determined not to submit to any reduotion in their wages ; and in this determination they 
were helped by some voluntary friends of labour who exhorted them to stand firm. 
and by a vague anticipation that the Excise Duty would be abolished. 

It might appear from this that when onoe wages are-gra.nted on a certain scale, it is well 
nigh impossible to reduce them even a little. Indian labour is uneducated; and it is 
dillicult to negotiate with it on account of the absence of labour organizations and of leaders 
who would command the confidenoe of the men. The workmen have no idea of the 
organization of industry on capitalistio lines. They imagine that the mill in which they 
work is the property of a very rich man and that this enormously rich m«n can afford to 
give them their wages even if the mills do not ea.rn profits. Perhaps they cannot even 
understand how it is possible for a mill to make a loss. 

If however, it is admitted that wages in the ootton mills in Bomba.Y are fairly high. 
tha.t the high cost of labour is a.n impediment to the prosperity of the industry, and if 
it is a.1s0 admit.ted tha.t the cost of living has fallen and will fall still further, it fo11owe 
that a slight reduction in the cost of labour will act as a helping factor to the mills in the 
,present times. A slight reduotion in wages appea.rs to be, therefore, necessary. Wages 
are dependent on the profits of industry; and no industry can long p .. y in wages more 
than it can afford. All employees in the mills, including the higher grades, should be 
therefore prepared to make a sacrifice in the interests of the industry, , 

r think, therefore, that in spite of the failure of the last attempt on the part of the 
millowners to effect a reduotions in wages and in spite of the many diffioulties in the way 
of such reduotion, a fresh attempt ought to be made to bring money wages more in line 
with real wages. If real wages bave in,creased. a slight reduction in money wages will 
not cause hardships to the operatives but it will materially help the mills to tide over 
the present diffioult times. I have therefore taken the liberty to, submit the following 
suggestions :- ' 

1. I suggest that an independent committee should be appointed to sx!"mine the 
question of wage.q in relation to the cost of living and to determine a minimum scale of 
wages whioh should be paid to the opera.tives in every department of a ootton mill. The 
minimum should not be a bare subsistenoe wage, but should take into aooount the 
standard of life of the workmen in Bombay. With the valuable mass of information 
colleoted by the Bombay Labour Offioe, it should not be diffioult to arrive at the figures 
of minimum wages below whioh wages should never be allowed to fall. 

2. After this preliminary inquiry, whioh should not take long, the determination 
of the actual wages to be paid to the 0 ')eratives should be entrusted to a Textile Industry 
Wages Board, whioh should be specially appointed for the purpose and which should 
have on it representatives of the millownel'll, the workers and a few outsidel'll who should 
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pot be connected with trade or business. The Board should deterDline the wages to be 
paid to mill-workers at periodical intervals on the following lines :- . 

(a) there should be a minimum below which wages will not be allowed to faU ; 
(6) there should be a sliding-soare system of wage payment; henoe the sca.le of ;'ages 

would vary and w6uld be higher than the minimum whenever circumstances 
warrant; 

(e) there should be a periodical review of the earning capacitY of the mills; and' 
(d) there should be a fixation of wages on a higher or lower scale according to the 

earning capacity of the mills. 
3 The proposed Wages Board should- be a semi-permanent body. Its members 

need not be paid. _ Its personnel should be such as to w n the oonfidence of labour. 
It should meet, say, every six months and asoertain the position of the mills in the island 
1)f Bombay. It would then determine.the scale of wages to he paid to the workers for 
the ensuing six months, and the wages thbs fixed would be higher or lower than the 
previous scale, provided that they should not fall below the minimum. 

The determination of wages will be thus not exclusively in the hands of th~ millowners 
but of an independent body. If adopted, such a scheme .would result in a reduction of 
wag< 8, when the mills are !;lot doing well, and an assured increase in the earnings of the 
operatives in times of prosperity. A mere wage-cut would be opposed by labour. But 
a wage-cut coupled with an assurance that the cut would be restored as soon as times 
improve is more likely to meet with acceptance. 

A scheme of this sort would also put an end to the long-drawn disputes which have 
marked the relations between capital and labour in the Bombay mill indus' ry in the last 
few years. It would also be useful ~ obtaining some relief for the mills in times of 
depression. 

I am aware that such a proposal would be consider!l'i -as impractical' and too 
complicated to be understood by the average-millhand. But further sugg stions might 
improve it and give it a more acceptable form. A one-sided attempt to reduce wages 
from their present level would probahly be doomed to failure.. That is wJiy an adeq nate 
machinery is urgently needed for the determination of wages on the two-fold basis of 
coat of living and the state of the industry for the time being. . 
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Witness No. 62 

PROFESSOR M. I. ANTIA 

Orai Evidence recorded at Bombay on 28th AugUlit 1926 

SECTION I 

General 
. . 

Pre.Hdent.-First of all, Professor Antio., I shonld like you to give us a very brief 
tltatement, for our record, of your speoia.l qualifications. 

A. To oome and give evidence here? 

Q. Yes: It is evident fro~ your written statement that you have special 
(JuabficatlOUB; but we should like to know what they are for the information of those 
who will study our evidenoe when it is published? 

A. I. hav.e no speoia.l qu~lifications asregards the mill industry on the technical side. 
I have studled the eC~lnoDUcS of the co~ton trade and of the India.n cotton industry and 
also the world cotton mdustry from the Information that one can get from books reports 
journals and various other literature. ' , 

Q. Let us take your academioal qualifications , 
A I am Professor of Cotton Trade in the Svdenham College of Commerce and Econo. 

mics, Bombay. It includes cotton industry also. 
Q. How long have you been a Professor t 
A. For about 11 years. 

Q. And you have been in Bombay for 11 years making a careful study of the cotton 
trade t . 

A. Not for 11 years. I was given charge of the subject of cotton trade about seven 
years ago. 

Q. For the last six years you have been working solely on cotton? 
A. No; on account of the exigencies of Government service I have to take other 

8ubjllcts as well, e.g., English, Administration and so on. I acted as Principal for some 
time. ' 

Q. Did you gil straight to the Sydenham College after you had finished your college 
career Y , 

A. I was at Cambridge for 4" years. I was then Professor of English at the Deccan 
College. I joined the Sydenham College in 1915 as Professor of English and then I was 
given the subject of cotton. 

Q. The Sydenham College is a Government College, I think Y 
A. Yes. But of course I come here in my personal capacity. 

Q. Quite so. In your answer to Question 2, you say" The depression iii the cotton 
industry is due first of all to the operation of world factors." It has been held that world 
factors cannot affect Ihdia. as they have undoubtedly affected :J.ancashire. The depres. 
tlion in ·the Lancashire industry is partly dne to the state of Europe and to general 
depres~ion amongst its customers. It has been urged before us that that argument 
oannot apply tu India. ? . 

A. I should think that it must apply to India., because India., is part of the world and 
we reoeive imports from various countries. We are not absolutely in a position of isola· 
tion from the world. We always find that when the Lancashire mills are doing well, the 
Indian mills are doing well, the Japanese mills are doing well and mills in the United States 
are doing well. We now lind that Lancashire is doing rather badly, mills in the United 
States ",re not doing well, mills in Japa.n re not doing extremely well; but mills in India. 
.are doing fairly well in some centres but very badly in Bombay city on account of certain 
rea90nQ. But it is quite evident that there must be the operation of world factors in 
re~arj to the depression in the cotton industry WJu.t happened was that during the 
war there was a terrible shortage of cotton goods and that before the war ,Lancashire 
u~ei to supply the market.s in China, I~dia. and the Dutch East Indies. Dunng the war 
",upplies were cut 011 and it was said that the people in these countries had got a small 
inoome and they were not able to lay aside large stocks in reserve. So the markets became 
very bare of sto~ks in a short time and that gave an incentive to the Japanese to produce 
more and. their production greatly inoreased. So did the production in India.; and now 
after five years we find that all these three countries, India, China and Japan, have got 
.as many spindles as the United States has and the joint effect of the production of all 
()ountries mlJllt be to depress the prices. 
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Q. Would you agree that, as stated to us, the depression in L&nc&shire is l&rgely due to 
over·C&pitalis&tion and tlJe high cost of production and th&t these are Rpecia.l factors 
affecting L&nc&shire t ' 

A. There W&8 some sort of over·capitalilation in L&nc&shire during the boom period. 
But L&nc&shire docs not depend on the home market. The home market takes only 
10th of the L&nc&shire product-ion. It depends on export markets chiefly, and the 
share of L&ncashire in the export markets then in the l&st five years has greatly decreased 
and that is put down by a great authority as due to the decrease in the pUl'Chasing power 
if the people in those countries, China, India, Dutch East Indies and other places. It ip 
thought that, when world conditions become more stabilised and the purchasing power 
of the people in the East incre&sCs, L&ne&shire will again find a better demand for her 
goods I think, as I have stated, that the depression in Lancashire is chiefly owing to 
the reduction in the purchasing power of its customers in its chief export markets, although 
that cannot be the only cause. There are many causes affecting its trade. L&ncashire 
specia.lises in the finer goods and the finer goods are more expensive and, therefore, people 
who were formerly pUl'Chasing L&ncashire cloth are not now able to do it or at any rate 
not to the same extent as before and there has not been the same development in the 
industry as in Japan and in India since 1913·14. -, 

Q. Amongst the causes of depression in India. is the heavy stocks carried by the mills. 
Do you consider that the mill st-ocks are at present unduly heavy ? 

A. Yes, in Bombay, and I believe in Ahmedabad algo. But I have been informed 
that that is partly due to the unwillingnes9 of the agents to seU at low rates. Tht'yanti. 
cipated, I suppose, that the rates would go n p but. they proved wrong in their calcul&tions 
and the rates are going down. 

Q. The stocks at present, judging from Table 9 in the Millowners' Association's state
ment, are no higher in fact than what they have been for some months and considerably 
less than what they were in 1923. If you look at Table A and Table 9 you will see that 
throughout 1923 they were much higher. 

A. But·they have not t.lways been like that. 

Q. You havp. no idea what the norma! figureW&8 before 1923 t 
A. No, I have not got the figure with me now. When that happens in other cOllntries, 

they work short time; they try their hest to reduce stocks. We have not done it in 
India, e~pecially in Bombay. 

Q. Would not the better arrangement, when you have a market the size of India, 'be 
to work full time and instl'.&d of reducing the stocks, reduce the prices t 

A. Yes; but then, I doubt the ca,l>&city of the market in India to go on absorbing, 
as I have said, an ever.incre&smg supply of coarse cloth after a certain point. We can 
absorb large qua.ntities of cloth but t·hen our cloth production should he diversified. The 
range ought to be more diversified than what it is now. Production is in a few special 
lines and that is why we have got to import other lines which we do not produce here. 
We have a l&rge market no doubt and the consumption in India isnotsuchasitwas. , 
We have not yet come to the figure of 4,000 million yards which was the figure in 
1913·14. But I think that is beca.use less fine cloth is imported into India, not because' 
of smaller production of coarse cloth. The production of "oarse cloth has been 
doubled. • . 

Q. The next cause you mention is the high exchange which is advantageous to 
importers. Are not imports much less than they were in the pre·war period! 

A. That is so: but the high exchange is advantageous and the imports would .have 
been still less if the exchange had been at lB. 4<1. That is one ofthe cBusesof depression, 
that is, the prices at which the imported goods can sell in this country are lower with the 
exchange at lB.,61l. than they would be with the exchange at 18. 4<1. That has been so for 
the l&st two years. 

Q. The third cause you mention is" the apparent inability of the home ms.rket to go on 
,~b.orbing ever increasing supplies of coarse cloth such as is made in Indian milLq" and the 
m:rth c&use is ., the khs.dder movement, which famili&rised many people to the wearing 
of coarse cloth." Is there not a little inconsistency here! In the one case you say that 
there h&s been an increasing demand for coarse cloth and in the other you apparently 
think that there has not been 7 ' 

A.-I see that there is some inconsistency in that. But my idea ws.s that the people 
who used Indian mill made cloth are the people who ust' khadder. It is not ths.t people 
who did not use mill made country cloth took to the wearing of khadder. A few people 
did that; but that won't affect great~y the demand for c!>s.rse cloth. 
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Q. In your ,a.nswer to Question 5 you aa.y, mills in Ahmeda.ba.d " produce somewhat 
coa.rser counts' of yarn a.nd consequently coarser 'goods tha.n mills in . Bomba.y ". Have 
you beeR to Ahmedabad? Do you know tbe Ahmedabad mills at all ? 

A. That is an incorrect statement. I have since got the figures which show that the 
mills in Ahmedabad in some ca.ses produce even better kinds of yam than the Bombay 
mills. ~ 

Q. Wehaveherefiguresforthelastyearfor the whole of India from which you will 
see that Ahmedabad with its smaller number of mills produces practically the same 
amourtt of yarn of cOllnta between 30s anI! tOs as Bomba.y. Their proportion of hlgher 
counts is more than double that of Bomba.y, about 21 times as much. 

A. Yes; I quite agree; in fact, I have.got all the figurlld down. 
Ra.ia HaTi Ki8han Ka~l.-In answer to'Question I, y~u say" the depression does no 

affect all mills in the same centre alike ". I just wa.nt to understand what you mean 
by that. Is it that the effect is less in the case of a better managed mill than in a badly 
mana.ged one! . 

A. Yes. Of course, there would be depression in t·he industry but some IDills would 
make a small profit. some will ma.ke less and others a degree less and so on. I should say 
the effect of thl! depression varies considerably. , 

Q. Yes; the sum total is that the depression affects alrthe mills, more or less! 
A. Yes; quite so. . 

Q. As regards the world fa.ctors you mention in answer to Question 3. you say imports 
from Japan a.re increasmg ? . 

A. Yes. 

. Q. Imports from Engla.nd a.nd oiher countries have decreased. So Japan does. not' 
seem to be suffering in ha.rmony with Lancashire a.nd America. 

A. Yes. Bllt there is depression in Japan in the same wa.y as there is depression in 
India. Now in India if an outsider were to look at the condition of the cotton msnu
facturing industry, in some centres at any rate, he might think that the industry is doing 
quite well. --

Q. Wha.t I mean, is that there seems to be no ha.rmony between the conditions in 
.Japan. the oonditions in La.ncashire and the conditions in America ? 

A. I should say there is. The cottonindllstry in the world is affected jointly by various 
factors. But of course, in each cOllntry there are special facto\'a. 

Q. Could you tell us those factors! 
A. Yes. Japan has increased her productive ca.pacity immensely and the home 

market is not sllfficient for the production by the Japanese mills. Besides that, thc 
Japanese are working more hours a.nd their production is therefore double what they 
would prodllce if they worked single shifts; it may not be exactly double because night 
work is not as produotive. 

Q. What are the causes which affect. Japan, Amcrica and India alike! 
A. We find when there has been what we call a trade cycle of great prosperity. J;tis 

followed by a cycle of depression. What happens when there is prosperity is that. 
when they are making large profits, they inorease their plant an~ machinery. In that 
way produotion is greatly stimulated, and perhaps more is produced than there is & 

\iemand for. 
Q. SO tha.t is the fa.ctor, the over-capitalisation or over-production in-all the countrie.. 

fullowed by lack of demand! . -
A. As I said before, Lanca.shire is affected, because her goods are much finer. She 

specialises in the finer goods. Otherwise there" ould be no market for Lancashire goods 
.in the other oountries of the world. 

Q. Then we are not affected by that cause! 
A. And the speoial ca.use that affects Lancashire is the loss in the purchasing power of 

her customers. 
Q. We are not affected by that cause. .. . 
A. Perhaps a little. You have a qUestion, I think, to that effect but I did not reply 

to it. 
Q. Who are suffering fr~m decrease of purchasing power f 
A. The ChinaRe perhaps; I C&unot say muoh about China. 
Q. We are Buffering from the same cause, in regard to our exports f_ 
A. Our exports have gone up a little in pieoe-goods. Of course, t~ey have g~ne down. 

in yarn. 
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Q. I want to know wh&t are the world oa~ which affect this Indian mill industry • 
• A. Take your fi .... t-questien about Japan sending more imports into India. As I said. 
tha JaplOll888 h&va incra&88d their productive capaoity greatly ana tha markets for which. 
they 8ra proJucing are principollo China. Manchuria, Korea, and an these places whera 
they h&ve been able to get mors inffuence. They are principally aiming' at exports to 
China; But then they find th&t they can also send their ~QI)ds by iheir steamship com
panies. 

Q. In any O&8e they hava no depressioll; thay are producing large quantities and they 
are exporting lallge quantities. 

A. There is aoma depressjDn. The mills Me not aoing &8 well &8 they used to do. 

Q Naturally not &8 well &8 in the boom period. 
A. -Not aven &8 well &8 ~hey were doing in 1920, 1921 or 1922. 

Q. They al'8 giving fairly good dividends. 
A. S. are soma of tha mills in India. 

Q. Are they gi viog such good divideltdit.as Japan is giving' 
A. No. Bolt then if you take, for inst'ance, the Kanegafuchi Company in Japan they 

h&v8 got mills evan in China. So their dividends may be affected th&t way. -' 
Q. Let US come back to the world factors. 
A. Tolere is general traue depression everywhere. Th~re is depression not only in 

one indU&try. 

Q. I want'to know the oauses. 
A. As I said, there has been more production than before. Our production has doubled 

in fact. It is not absolutely the chiof cause but it is one of the causes. 

Q. What are the other call88s 7 
A. The prices of. cotton have come down. We have got our mills holding stocks of 

cloth m"defrom cotton which they bought, say in the -previous year at prices which 
probably were a hundred rupees a candy more than what they are now. 

Q. I do not quite follow that. You see the stocks in India, judging from the 
figur..s for mills which send in their returns, seem to have a way of adjusting 
themselves. You will see here if you ,look at Table 12A that although the stock 
in June were 127 thousand bales and 109 thousand in the previous month in the four 
previous months they were only 99 thousand, 87 thousand, 79 thousand and 83 thousand 
respectively~omparatively low. H you go a little earlier, you find 75 thousand, 84 
thousand, then 112 thousand, 159 thousand and so on it rises again. So that in 1925 in 
the same month the stocks were much heavier. In the same way in the earlier years. 

President I-YOU cannot judge by the figures just quoted. What you have to remember 
in dealing with the figures for 1925-26 is that this low period followed the three months. 
strike and that the stocks in the early part of the year were distinctly lower owing to . 

, the three months strike f ' 
A. Yes. 
Raja Ba" Kuban KauV--They seem to vary between 100 and 150 thousand bales, 

They go up and come down. Conditions do not therefore seem to have been so abnormal 
&8 to lead to the inference that stocks of cotton produced last year are still lying in the 
hands of the mills to a greater extent than in the previous years 1 

A. But if you get the stocks for 1918, 1919, 1920 I should think you. would find that 
the stocks now are more than they were in the previous years. I believe that 
stocks must have been very much less in the previous years. 

Q. You talk of the continual fall in the price of cotton as ano~her cause f 
A. Yes. 
Q. Any other cause , ' 
A. The depression in the Bombay mills can be attributed to the very high cost ••••••• 

Q. Wa have not oome to ,th&t. Falling prices and production, those you think are 
the two world factors , 

A. Yes. 

President.-I suppose you would add a general psychological factor that the various 
oountries of the world are so bound up together that the depression in one is llBflected 
in the others', Is that not so 1 

A. Quiteso. 
JlO y422-8 
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Raja HaN Kishan Ka'ld :-Among the causes of depression in Bombay is not overcapi-
talisation one! , • 

A. I cannot say that is a principal cause. A mill that has been overcapitalised would 
show a bigger loss. :What ahout those milla which have not been overcapitalised! I 
know some milla represent in plant and machinery a crore of rupees while the capital 
stands at the old figure. 

Q. Not overcapitalised' 
. ·A.' Not to such an extent as to oall it a oauae of depression. There has been over 

capitalisation in some cases. " 
Q. There are severalinstanoes in which depression is felt ·a.ll the more because there 

is over capitalisation! . ' . 
. A . .Yes, but I should not call. that as I have said here a principal cause of depression. 
I have said it in the section called" Finance ". 

Q. Mills in Ahmedabad are doing better' than milla in Bombay owing to more 
economioal working as well as greater husbal\ding of reserves in the boom period' 

A. Yes.. ,,;-:11 
Q. Is not cheap labour the main faotor in their favour ! 
A. Slightly cheaper labour, yes. They were able to effect economies I think in 1924. 
President.-In labour , 
A. Yes. 

Q. Did they reduce wages , 
A. Yes. 
Q. Since the last labour census ! 
A. Since August 1923. I have the figures here for men. The figure for May 1914 

is Rs. 18; in Ahmedabad it was Rs. 15·6-0. But in August 1923 Bombay men got 
Re.35. These are the average monthly wages earned. 

Q: For what month? 
A. For August. 
Q .. For each olass of men? 
A. This is the average monthly amount. 
Q. In. Ahmedabad , 
A. Rs.33. . . 

Q. Against Rs. 35-10-0 , 
A. Yes, against Rs. 35-10·0 in Bombay Rs. 33·0·9 in Ahmedabad. Now it. will be 

still less. 
Raja Han Kisha" Kaul.-We were told that in Ahmedabad they were making profits 

. on bleached goods and very little on grey ? 
A. I oannot say. 
Q. We understood that they 'Yere gaining mostly on bleached goods because hand 

bleaching was very oheap there , 
A. I think their goods are more heavily sized than the goods of t.he Bombay mills •. 

They produoe the sort of things ,whioh they kt\ow are in deniand round a bout Ahml'dabad. 
The Bombay mills do not study the demand so well as the mills in Ahmedabad 
perhaps. 

Mr. 8ubba Rao.-You may perhaps make a modifioation in your statement about 
Japan. You said t.hey are not making now such higIi profitaas in 1920. You mean in 
comparison with the dividends paid in 1920, b"'cause that year was not a good one for 
the Japanese industry .. I have got a list of dividends which they gave on the previous 
year's produotion in 1920. 

A. I did not mean 1920 or any partioular year. What I mean is that now they are not 
doing as well as before. They have passed through a period of depl'8l!sion. If you take 
their best mill oompany, the Kanegafuchi. you will find thlt.t it has been also afft'Cred, 
but it is in a very strong position as it owns many mills in Jal'an and also some 
China. 

Q. I do not think you stre .. ed it. sufficiently Talking about world factors. don't you 
think that the prioes of foodstuffs and other materials have not risen in proportion to the 
rise in manufaotured guods' Is that not one of the causp.9 in the dppl'eaaion of the 
~otton industry' 

A. Yes. Manufaotured goods have not coml' down in the same proportion as other 
,,;ooda. . 



115 

_ Q. Seeing that the agriculturist is the biggest consumer, is that not one of the reasons 
why the cotton ind1llltry in Lancashire and in India is in depre.'!Sion, because their best 
customer isnot ableto pay as much as before. Could itnot be one of the world 
factors ! 

.A. I should think so. 

Q. The fact that be cannot get higher prioes, the -Same relative prioes, m uat expl$ 
the reason why be cannot buy and why the trade is in depression ? 

A. The poorer people in India are not the largest customers of Lancashire goods. The 
better classes of people, buy goods from Lancashire. It won't affect the poorer classes 
80 much. Even a man of fairly moderate means would curtail hill purchases of cloth if 
it is very costly. 

Q. But does not Lancashire also keep its eye on the mQnsoons! . 
A. Yes. 
Q. There is a relation between the prosperity of the Indian people and the prOilperity 

.of the Lancashire mills ! 
A. Yes. 
Q. That is all I wanted to bring out. 

SECTION II 

Nature /1M eztent 0/ competition bel_ imporlell good8 /1M th08e 0/ 
Indian manufacture 

Pre.i<klll.-You say in your reply to Question 14, whether the present depresslon in the 
industry i. due to increasing competition both in regard to quantit,yand price of imported 
yam and piecegoods from Japan and other countries, that a proper answer to thill question 
based on a study of the import figures in yam and cloth would settle the whole question 
whether the Indian industry requires protection or not. Would it! Would a study of 
the import figures in yarn and cloth settle the question 1 Is it not a question of price 
rather than of volume? 

A. I was thinking more of yam than of cloth, and I think there is a statement in 
the last Review of the Trade of India that the JapaneB!l are competing more with the 
J .... ncashire mills in yam imports than they used to do before. They are not competing 
80 muoh with Indian mills in coarser yarn. • 

Q. In answer to Question 22 you refer to an article in "Capital ", dated June 30, 19261 
A. That is not from .. Capital". Those are the remarks of the Collector of Customs, 

Calcutta, reprinted in "Capital". I had no access to that report. I reproduced it 
from .. Capital ". ' 

Q. But we have been told in the evidence given before the Fiscal Commission that 
the Japanese make for India entirely different classes of goods from what thcy make for 
home consumption. How does that square with this opinion' 

.A. That is one of the factors of their success. 

Q. My point is that the statement is made in the article that Japan has always large 
q uantitie. in hand of certain special linp.8, Can you reconcile that with the evidence 
whioh comes from other sources th,.t Japan makes an entirely different class of goods for 
export from what she does for home consuml'tion ! 

.A. Yes, thatis·so. In Japan the people are said to be U!!ing better cloth than what is 
<exported. 

Q, Then, how do the two vi~W8 agt'Clt? Can you reconcile'them" 
.A. Japan' is now competing with Lancashire as well. . 

Q We are here told that one adva.ntage which Ja.pan enjoys is that certain lines are 
consumed very largely in Japa.nand only a small proportion is exported to India, but we 
have been told from other sources that what Japan makes for home coneumption is 
~ntirely different from what is consumed in India? • 

A. I am sorry I cannot say. 
Q 'Y uu cannot reconcile the two views' Neither can L , 
.A. 1 d" not suppose there is a hard and fast line between the exported goods and those 

used at home. 

Q. Probably not. As regards the stabili ... tion of exchange at 18. 6d., you say it would 
not accentuate foreign competition. Would it keep it at its present level or would there 
be an adjustment of prices 1 Have you studit'd the exchange question ,_ ' 

A. Somewhat, yes, as a part of general economics. 
J(O y 422-8/1 
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Q. Is it your ~ew that the stabilisation of the rupee at 18. 6d. would merely keep
oompetition at its present level or that prices will so adjust themselves that the competi-
_tionmay decreap.e? . • . 

A. My point is that exchange has been in the region of lB. 6t. for the last year o. 
two years. So, its stabilisation- at that figure won't accentuate foreign competition 
as much a.e it would have done if exchange had beeJ;l, say, in the neighbourhood of lB 4d_ 
for the last two yelus-

Q. Is it then your view that p.tabilisatiou. of exchange will merely retain compl'titioD 
at it.e present le~el or that there will be any adju..tment which will make a difference t 

A. There will be a difference as regards the Japanl"se exchange because the Japanese 
exchange deIJenda on the parity of the yen also. Their yen is coming to parity with gold 
and that will not "ive them now the same advantage as they had when their exchange 
had depreciated owing to t.he eart.hquake. 

Q. But the yen is practically at its gold parit.y now? 
A. It is very nearly coming up to it now. So Japan will he in the same position a8 

other countries. 
Q. In regard to Question 34, the point there raised was whether there wa~ not a tendency 

on the part of the Indian consumers to use finer qualities of cloth not necesRarily &R good 
as those imported from LancRshire but something in between and whether the Japanese 
were not satisfying what one might ~all the medium_demand which the Indian mills were 
not doinl!: ? . 

A. I think there is something in that. 
Q. The point of the question was that there has been an improvement in standard 

of living throughout India. Would you agree that in recent years there has been an 
impro,ement in the standard of living in India Y 

A. In the towns. 

Q. Not in the districts' 
A. No. 
Q. N~t in cotton districts? 
A. Yes, but they would buy the same kind of cloth. They would buy more but not 

better kinds. Our industry depends chiefly on the relatively poorer classes of the popula
tion of India.. 

Q. But even amongst them, don't you consider that there has been an improvement 
in the standard of living in recent years ? 

A. Well, with the rise in the price of commodities since 1914, how can we say that there 
has been an improvement- in the standard of living Y 

Q. I am only ~peaking from my own experience. I know that in Bome or the ('otton 
growing districts the ryots are buying gramophones and putting up tiled hOUSe&
things which they certamly did not do twenty yf'&fS ago 

A. There is a noticeable tendency for people to buy many things which they did not 
go in for before. 

Q. Is not that an improvement in the standard of living! 
A. There are luxurie~ whioh poople had no idea of before. Tho$e things, foreign 

articles of that sort, have become cheRp owing to the exchange and some people may be 
going in for them. I do not think there haij been a gl\lleral rise in the standard of living. 

Q You t.hink there ha.s been a rist' in the towns? 
A. Yes. 
Q. Then, my point was wht'ther such a rise in the standard of living would not bring 

about a demand f<-r some of the finer kinds of cloth which are not generally manufactured 
in the Indian mills, and to satisfy this want they turn to Japanese goods. Do you think 
there is anyt.hing in tha.t view! 

A. I think the Indian mills arc also trying to imvrove their goods in that way and that 
both the Japanese and Indian mills are displaoing the demand whi,oh WaS formerly for 
Lu.noashire goods. 

Q. You mean the lower olasses of Lanca~hire goods Y 
A. Yes. 
Q. The point is whetht'r tbe oompetition may not have been due to the fact that Japan 

was doing this before the Indi .. n mills started? What is ) our view in regard to t bat Y 
A. I personally have not formed any conclusions, but what Wl' read is that the

Japanest' are now sending out finer cloth. In the beginnmg during the war when they 
first got their foot.ing hele they sent out cloth which w/<s Ilot. liked at all. Peopll' bought 
it because it "'as ('heap, but they did not like it. But· now they say that the people, 
appreoiate the (IUality of Japanese oloth. 
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RajG Han Kukan Kaul.-In the importe of yam of counts 31s to 40s you don't think 
they come in competition f -

A. It is not likely. 
, Q. The imPOl-t of counts 31s' to 40s is 19 million pounds and the production is also 
19 million pounds. Yon don't think they come into com}llltition ? 

A. Yes; but then if you compare them with the huge quantity of yam of Is to 20s and 
2ls to 308 it is a very small percentage. We have to compare the effect of the importe 
.on the industry. It is an infinitesimal quantity. 

Q. If the imported amount is equal to the home production, do.ea it not come into 
Clompetition f 

A. The question is whether the whole of that is put on the market for sale or whether 
it is oonsumed in the mills. 

Q. Whether it is one or the other, it does oome into competition probably because if 
the outside yam does not. come, the local mill~ will produce so much ~ore. They are 
capable of producirag it ? 

A. They have not shown their ~pacity to produce so far as figures go. 
Q. If they can produce 19 million pounds, they can suroly produce 38 millions. 
A. Probably yes. 
Q. I am asking this because the importe of counts up to 40s from Japan constitute 

80 per cent. of the total imports from that country. ' 
A. Yes; but,you should take 3la to 40s but not Is to 40s. 
Q. Yea; if you go up to 40s it practically covers the bulk of the importe. 
A. Yea. My point was that the amount imported compared to the bulk of the 

produotion is very small. 
Mr. 800ba Rao.-I want to know a reference. In answer to Question 28 you refer to 

the Bootbay Luh~ur Gazelle. I would li.k;e to have the reference. 
A. The Lab~r Gautte for July last. Working on those figures I find that 80 percent. 

of the labour in Japan is female labour. Money wages are higher for men. Working on 
the proportion of mal .. labour and female labour I have arrived at these figures. In 
Japan for 100 operatives, the wages bill would be Rs. f20 while in Bombay it is Rs. 135 
because of the higher proportion of the female labour there. But' here we employ 80 
pet cent. men and only 20 per cent. women. 

Preaident.~o that, if you remember the comparative efficiency of the two, it is hardly 
surprising that the Bombay mill industry is suffering from depression? 

A. Would you By that the Japanese labour is more efficient ·than the Indian mill 
labour f ... 

Q. I do not know whether you have stndied that aspect of the question. Have you 
'Worked out the number of spindles that a Japanese operative looks after compared with 
the Indian? 

A. I have not. But according to the American Report for 1921, their efficiency is 
'Very low compared to the American; it is one-quarter of the American. . 

Q. Did you notioe the number oHooms and spindles that the Japanese operative looks 
after? • 

A. No. But I don't think there is m.uch difference. 

Q. The Japanese operative looks aft!>r 240 spindles and 2l100ms and the Indian 160 
.pindles and 2 looms. Does it not show that the Japanese operative is more efficient 
than the Indian? . 

A. I havo not studied that and I cannot say anything. But according to the American 
publication, the effi~iency is one-quarter of what it is in the United States, The efficiency 
.of the Indian labour is supposed to be one-quarter of the Lancashire mill labour and 
Lancashire labour oalmot be less efficient than the United States labour. 

Q. That depends on what basis you are working. The American efficiency in the 
medium counts is probably higher than that of Lancashire now because of their great 
.. se of automatic looms which have not come into use in England. 

Mr. Mujmudar.-Inreply to Question 14 you By' There does not therefore appear t6 
lle mqch competition at present, such as would necessitate the protection of the Indian 
industry in yam'. That is becau.~ you think that India does not produce a sufficient 
.quantity or that it cannot produce 7 

A. Perhaps the quantity may appear to be large when you take the figure 19 millions; 
but compared with the high production in counts Is to 25s which comes to 58 million 
pounds, the imports being only 5·3 millions, it is nothing. So far as counts from Is to 
258 are concerned you won't say that there is any competition. When we come to 268 
to 40s we produce 19 million pounds and the imports come to 26 millions. 
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Q. But if'it is possible to manufacture the same quantity in India andif it is only due 
to the foreign competition that India is not able to produce more, would you agree that 
Bome proteotive measures should be given? 

A. I do not admit that we are not producing more. We have inoreased our production. 
Q. Not in those counts. If you look to the production of 3la to 409 it is only 19 

million pounds. So instead of increasing we are steady or are produ<:.ing even less. 
A. Yes, steady on the figures for 1913-14. 
Q. SO that shows that we are not able to make headway in these counts like other 

,oountries. ' 
A. Probably we do not want to manufacture that yarn into cloth. 
Q. 'No; the mills say it does not pay them in competition with Japan; and if it be 

80, if there be oompetition and if that 18 the reason why they are not able to push forward 
'the manufacture, then of course, you would suggest the imposition of a duty! 

A. No; I would not even then. Because it is so small compared with the huge produo. 
tion of 700 million pounds. It is only. 19 million pounds. It is a very small part 0 four 
producton; and how much of it is put on the market for sale? .. , 

Q. They are not able to put it on the market because of the Japanese competition. 
A. No. May I say that they are turning that into better class of cloth! I don't think 

, the whole, of this production is on the market. 
Q. As I said, the.millowners say that they are not able to sell because of the Japanese 

oompetition. . 
Then with reference to the question of the medium qualities of cloth, taking the place 

of ooarse qualities" the point is that the J apancst' cloth made of medium counts, althoug4 
of a little better quality than that of the Indian, sells at about the same price or even 
at a oheaper pnce. Natura.ily, therefore, it would be displacing the Indian coarse cloth. 
'Is it not so , , 

A. Yes. Of course I have sa.idthatthere is Japanese competition. I have not denied it. 
Q. The..point is about the medium quality of the cloth displacing the Indian cloth. 
A. Medium quality means cloth of counts from 21s to 30s Y 
Q.2ls to 408, is called medium quality t 
A. Would not the competition be felt most by Indian mills in cloth made of 21H to 301l 

because our production above 30s is very little' I.. 

Q. Suppose we have 20s and 248. What the Japanese would do is that they would 
give 248 and 30s at a price which is' equal or a little lower t,han ours. Naturally 
the Indian consumer-prefers to go in for the Japanese cloth because it is a shade finer and 
better and is also available at the same price or even at a lower price. 

A. If that is so, thllre is certainly very severe competition. 
Q. And that is why the medium quality of cloth is displacing the coarse cloth. 
A. Yea; there is competition, no doubt. 
Q. It is also true, I believe, in your opinion that the sales of cloth are pushed by the 

merchants in acoordance with the profit they derive, and that if in the Japanese cloth 
they have a better margin of profit, they naturally push that quality of cloth as against 
the coarse cl&th , 

A. Yes, I admit that. 
SECTION III 

Internal Competition 

Preaident.-One small point in regard to Section III and. that is that, in reply t() 
question 36 you say, .' the mills in Bombay have some advantages, although notaa many 
as they had formerly. They were well situated as regards supplies of ooaL" 

A. They were, before, bt.cause we oould import coal and according to the Report {)f 
the Coal Committee, imported 0()aJ was sometimes cheaper than the Indian coal, African· 
coal, for instanQe. So if we use imported 001101, we are better situated than the up-oountry 
milla. 

Q. Which up-oountry mills are you referring to " 
A. Ahmedabad, Baroda.. 
Q. Bombay is better 011 as regards ooal than Ahmedabad. But certainly not thUD 

Nagpur or perhaps than Sholapur Y Proximity to coal fields was an advantage in the
ease of Bombay, whioh is worth mentioning, as compared with. some up-oountry mills. 
But if you take a oentre like Nagpur, is there very muoh in It ! 

A. I agree. 
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- Mr. 8ubbtJ Rao.-The last statement you make under that section is "It is reported 
that a quantity M Indian mill· made cloth was recently thrown on the Ca.lcutta market at 
a sacrifice and thus'repla.ced the demand for hand· made cloth". Who says that' 

A. That is also taken from the }teport of the Colleotor of Customs, Calcutta, for 1925·26. 

Mr. Majmtular.-In reply to Question 35 you refer to Aurangabad. 
A. Yes, as an example. Any up-country oentre such as Aurangabad. 

Q. Aurangabad has got special advantages, being situated in the Nizam's Dominions. 
They have the advantage of not having to pay ·the export duty on cotton. and also due 
to the import duty on cloth imported there. So I want to know whether you are 
referring to the mills in the Native Sta,tes. 

A •. In all Native States they have advantages and naturally they would supply the 
demand which was formerly met from other mills in India. That shows the internal 
oompetition. 

SECTION V 

,Mil! jinancB 

President._What are your grounds fo,,"saying that some mills went in for extensions.. 
and repla.cement of machinery in the boom period, Mr. Anti&.? The Millowners' Associ&., 
tion hold that they did not. . 

A. I have not got any factA to substandate this statement. But that is the ,general. 
impression in Bombay. We live in Bombay and we come to hear of so many things. 
I think there must have been some repla.oement in that 'period, because the mills were 
Dot able to get any machinery either during the war period or immediately after the 
armistice. They had placed' orders for machinery and they were getting machinery as 
they got their orders executed. 

Q. We went into the question with them and you have doubtless seen in the PresB 
what they said about it. 

A. Otherwise how could there have been an increase in looms' and spindles in these 
years Y 

Q. I pointed that out to them. Their argument was that the replacement walt 
carried as a result of the' orders given either before the war or in 1;he- ~rly part 
of the war. ' . 
, A. I think the burrimbhoy Mill had no looms. They got in looms. The David Milt 

also got in looms. The 'looms in many of tbe mills were increased. It was not pure 
replacement. I used to read lihe reports of some mills. I saw. they had gone in' for: 
extensions. 

Q. Those are two CMIlS which are worth further examination. 
A. I am told that the price of machinery is about 100 per cent. less than what it 'was 

in 1919·20. 
Q. Is it your view in regard to this question of high dividends paid during the boom 

period that whereas it caunot be said to be a cause of the present depression, it has ac· 
centuated the depression Y - , 

4. Yes. If they had conserved the reserves, they would have been able 'to meet the 
depression 'ltith greater confidence and they would have been able to develop their markets. 
For instance, one thing that struck me during the boom period was that the millowners 
could have created a good fund to send out their own representatives to the export markets 
to study the needs of the export markets. But at that time we did not think of the export' 
markets because our cloth was selling very well and we were making huge profits. We 
did not think that bad times would come and we did not prepare ourselves for the bad 
times. 

Q. As regards the accentuation of the present depression, how far do you consider' 
from the study you have made of the subject that the depression is caused or accentuated 
by the fact that weaker mills have had to sell their stocks at low prices and have therefore. 
dragged down the hetter mills Y What force do-you consider there is in that view? 

A. Or have not the better mills dragged down the weaker mills 1 
Q. I want your opinion as to that. That is the question before us. , 
A. If there was an agreement among the millowners not to sell at a particular price. 

then the weaker mills would not suffer so much. By _ weaker mills do you mean mills. 
in which the oost of production is high 1 

Q. Yes, and the reselves are low. 
A. And intereBt oharges are probably higher 
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Q •. A mill like" that, living from hand to mouth, llells its, cloth at any price it can get 
~nd therefore <loes not that compel better mills also-to sell at a lower price than otherwise 
It would Y. < '. • 

A. The impression in Bombay at least is that there is one mill in Bombay whi~h sets 
the standard of 'p~ic~s at which ~II the other mills sell.. 1'h~t i. the ~preesion in Bombay. 
I do not know if It IS correct. But the Weekly ReVIews m the Tomes o/India Bay such 
and such a mill sold long cloth at Rs. 1-1-0 and other sales have been made on that basis • 

. That is what is done in the Bombay market as legards the sales by mills. 

Q. You think, therefore, that it is the best mill or at any rate one of the best mills 
which suggests the standard at which everybody sells? 

A. I ~ave no information, but that is what we read. I think that if there was a 
(!ombination, then it would not oompel prices to go down to that extent. A combination 
of mills in Bombay, such as has been formed in the spinmng section in Lan~aghire 
recently, would prevent prices from being foreed down even if there is more Japanese 
competition and I suppose the Japanese also would not sell at lower prices . 

. Raja Ha;i Kisaan Kaul.-Do you mean to say that the better mills sell at a price at 
which it will not be profitable for the other mills to sell! , 

A. I have no information on the subject. I have not studied the conditions of the 
mills; but if the price is settled by one concern, which is very well managed and where 
the cost of production has been kept down by higher efficiency of production, then the 
weaker mill will have to sell at that price. -

Mr. Majmudar.-With referenoe to the question of level of prices generally, your 
impression is that the prices will be according to the price fixed by the bigger mills Y 

A. I cannot answer this question with any confidence. 
Q. I want to know whether a out in prices by the smaller mills would. not affect the 

general level of prices. 
A. According to strict economic theory, the price would be settled by the cost of 

production of what is called a representative concern, not by the weakest nor by the 
strongest but by a representative ooncern" as Marshall says, which has reasonable 
economies of production, reasonable acoess to raw material, reasonable facilities of capitaJ. 
and so on. So the price is settled by the price at, which such a representat.ive l'oncern can 
sell. That III the eoonomio view. I do not know exactly how far that squares with 
the praotice. • 

Q. Then you mention the combination of the Lancashire spinners. But you must 
haYfI seen that although they can control prices, they are not abl" to sell their full produo~ 
tion as before and they have been obliged t(l ourtail production.? . 

A. They curtsJ.led their production long ago. But now they are adopting another 
method. . 

Q. But so far they have not been able to inorease their sales! 
A. It is too early to judge what will be the effect of the new l:\1ethod. It is too SOOD 

to say how far it will suocefld. 
SlllC'rION VI--COSTS OF PRoDUOTION 

A-Raw Material 
President.-As regards the pUl'Chase of the raw material, Mr. Antia, have you studied 

this question of hedge contracts ? 
A. Yes, a little. I am not an authority on it. 
Q. Do you consider that you are a sufficient authority on the subject to give us your 

views as to whether it will be advisable in the interests of the mill industry that the number 
of hedge oontracts on the East India Cotton ABBociation should be reduced from 
five to on" or t .. o Y 

A. The ideal system is, of course, to have one hedge oontract, but the conditions in 
India are quite different from what they are in America or in Liverpool. In the American 
or Liverpool market. the bulk of the cotton used is Amer_can cotton and I believe the 
Amer_oan ootton has been olass fied .nto grades. There is not that d,vers tyof var eties 
and qual t es there that we get ,n Ind a. There is not that d sparity in AmeIican cotton 
that there is in Indian and t.J.at is why it has been found that one hedge contract won't 
meet the needs of the Indian market. That is why they had seven hedge contracts. This 
they have reduoed to five and out of these one, }'ully Good OOInra, is not traded in at all 
and so there are really four. It think that there is also no trading in th,: Southernsco';ltract 
and so really speaking there are only three cbntracts now for all prac.tlcal purposes III the 
Bombay market. I think that if there are these three, and that If the scope of each 
oontract is sufficiently widened, so that you can tender against one contraot even if another 
fails, if it is approximately equal in quality. it will certainly. improve the system ,?f 
trading. The wider the soope of a hedge oontract, the greater 18 the Insurance that It 
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Q. Yon don't think they can manage with lesS than three ! . -
A. No. I think the millowners also have agreed to that view. I think the Millowneral 

Association wrote to the East India Cotton Association in that way, tha.t they would 
like to have these three or four contracts as was suggested by Messrs. Forbes, Forbes and 
Co., with liberty to tender against certain contracts certain other styles, say, C. P. if 
against Broach. They said that they would be satisfied with that as an instalment 
towards a better system. But I think it will be very long before we can come to the 
()ne.hedge contract ideal. I think it is only an id~al. I do not th4>li: it will come in 
practice. 

Preai<knt.-Have you made any study of the ,parity of American and Indian cotton Y 
A. Usually of course they must move in parity because if Indian cotton were very high 

the demand would fall and people who are large exporters of Indian cotton would then 
buy American cotton in preference to the Indian cotton and so in the long run the price 
()f cotton all over the world must come to a certain parity. But sometimes it happens 
that the Bombay market is out of parity with the Liverpool market. That happens not 
infrequently. Sometimes it is due to the smaller quantity of good quality cotton on the 
market. sometimes it is due to Broach cotton beiug weak in staple and better styles of 
Breach noi being available in sufficient quant.ities. Sometimes the Oomra crop is very 
good and the price of Oomras does not maintain the same parity with the price of Broach. 
and so on. ,But as a rule there must be parity though sometimes Indian cotton becomes 
higher and American becomes cheaper. 

Q. What is the position at the moment Y , 
A. Well, we are maintaining a fair parity with American, cotton I think but day to day 

ftuctuatio~ are not absolutely on the same basis. 

Q. How is the parity between the price of American cotton and Indian cotton fixed? 
The oommon express'on In the trade is to,talk of parity between Amer:can and Indian 
()otton, but you cannot talk of it in ~he same way as you talk of parity in exchange f 

A. No. , 

Q. What is meant by parity of cotton exactly!, • 
A. A certain difierence which should exist between the price of American and Broach 

cotton. 

Q. What is that difference! 
A. Well, if you take American cotton at about 9tl. per pound, Indian should be about 

.., '.5cl. or Stl. per pound. But there is no middling Indian cotton which you can take as 
... staudard for all Indian cotton and the spot price of the best J ndian cotton somet mes 
~~ even higher than the spot price of American cotton in the Liverpool ~ket.. That 
18 given as one of the reasons.by a writer why the Japanese are able to brmg their costs 
-down. 

Q. Have you ever worked out the price of the American cotton in Japa,n and India! 
A. No. 
Q. You have no informAtion on that point Y 
A. No. 
Q. Might not the railway freight from the cotton growing districts to Seattle which 

as you kn~w is a port on the Pac.fic Coast make American cotton dearer in Japan as 
compared with the cost at which the .same cotton could be imported into Bombay from a 
port such as Galveston r , 

A. Those Japanese I.nes are subsidised and therefore their freight rates are very low, 
that is a chief advantage of the Japanese industry, have a national6Jlipping. 

Q. You have no information as to the extent to which they are subsidised? 
A. Every book I have consulted shows that subsidies and bounties are paid. 

Q. But it does not say to what extent, unfortunately? 
A. I have got figures for subsidies paid to the Nippon Yusen Kaisha--6 million Yen. 

'That is u'om a book by a writer called Porter " Japan a new world, Power ~, in which he 
fitates that 6 million Yen are paid to Nippon Yusen Kaisha. Subsidies are paid for 
,ship building. Sea routes are subsidised. The Statesmen's Year Book aleo says that 
the Japanese Government subsidises shipping companies for foreign trade. So, their 
lreight rates cannot be taken into consideration without considering the subsidies. 

Q. Can you let us have that book of Porter's? 
A. I have got it in my college library. It is not however a recent publication. The 

Statesmen's Year Book is the latest publication. That only contains this one line-' 
., The Japanese Government subsidises shipping companies for foreign trade:-" 
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Q. The sugge~tion bas been made to us that the ;ruuowne1'2' troubles in regard to the 
purchase of cotton might be overcome to some extent if Bombay.had a yarn exchange 
Ss there is in Osaka: Have you considered that point at all ! 

A .• Yes, I think it would help us. 
Q. In what way! 
A. The better the organization in every respect the greater would be the help to the 

industry. ThE'N would not be any uncertainty as regards prices. As soon as yam· 
is made, we can sell ahead. I do not know whether the mills do make use of the hed/(e 
contract.s. In Lancashire the spin:c..ing mills sell cotton against their yam one cannot 
make out about the practice followed here. It is difficult to get information. 

Mr. Bubba Rao.-In your answer to Question 60, paragraph 4, you are co~ring 
the Japanese methods of buying cotton and you Bay the Japanese save middleman's 

.- profits by having their own agents! -
A. Not their own agents. There are big Japanese buying houses, Toyo Menka Kaisha 

for instance. They buy cotton in the districts themselves. I have seen Japanese 
going into the Bcrars and buying the produce. They get tbe cotton into their ginning 
factories and rail it down to Bombay and so I think they have an advantage as against . 
the Indian millowners who buy cotton in the Bombay market. . 
Q~ But is not that advantage modified by the 'fact that the Japanese have to pay 

their agents! A buying house is after all an agency. They have got to incur expenses. 
Is the difference appreciable T 

A. Well, they buy large quantities and I think the railways can give them lower rates. 
Q. That is a different point. The sum saved in middlemen's profits is reduced by the 

·amount spent on the agency' 
A. Yes, it is all right in the Berar market., where there are open markets, but in other 

districts it is a common complaint that the cotton grower does not realise adequate 
prices for his produce and that-the middlemen's profits are higher than they are in the 
Berar markets. In the Berar market middlemen are eIiminated but in the upcountry 
markets there are many middlemen. 

"Q.- As between agents and the ryots r 
A. No, as between the ryot and the trade. 
Mr. Majmud.lr.-In regard to the middlemen's profits, which particular markets 

are. you referring to ! 
A. All those markets upcountry, in the Gujarat districts. for instance all those 

places where there are no open markets. 
Q. You mean that in Gujarat contracts are not made publicly! 
A. You mean for cotton brougbt by the cultivators Y 
Q. Does it mean that all the oultivatorS do not get the same price ..•...•. 
Pre.tident.-You will find the question Wscussed in the Cotton Committee's'rCport. 

In the Berars they have a more advanced system of cotton markets than in any other 
part of India. They have a special Cotton Markets Act. I do not know how far that 
has been copied elsewhere Rince the report was written. 

A. It has not been copied. The Bombay Government had a draft Bill but it has been 
hung up. But in the Berar market even a Bombay mill can buy. I think Then I was. 
there the Central India mills were buying direct from the cultivators. 

Mr. Majmtular.-That is thE' system in the Niz~m's Dominions also. 
A. In all parts of thll country the complaint is that the cultivator himself does not 

get the benefit of the price that rules in the important trade centres and therefore there. 
is a difference between the price the cultivator gets and the trades in Bombay pays. 

D. Overhw.d cAarUe8 • . 
As regards Question 88, may I oorrect my answer in one respect. My information 

now is that a good few of the mills in Bombay have running audits. 
Pre8ldent.-Yes, certainly. 

SBCTIoNVII 
Remedial mea8tJrfl8 ami s'UU(Je8tiO'M put forward by the Bombay 

MillOttmef's' .A8socwtion. 
In regard to your reply to Question 100 can you give us any cases from any other 

oountry in which preferential railway rates are given for home manufactures as compared 
with imports r Do you know of any oountry in the "'orId in whioh a preferential rate is 
given for the transport of goods manufactured in that _oountry r 

A. I should not like to oommit myself to a statement just now but I believe Germany 
and America are examples of such oountries where the home manufacturer is given .. 
definite preferenoe. 
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Q. You might get that as regards exports, but do you know of any case in which pre-
ference is given in regard to inward movements 60 to speak t 

A. I cannot give you a definite statement, but I shall be glad to tell you later on. 
Q. Can you find out? -
A. Yes. 
Q. We shall be much obliged if you will do so. _ 

_ A. These protectionist countries run their railways for the sake of the country, and I 
think that the Government of India have stated in a Resolution that railways should 
help Indian industries. So, I am not making any suggestion revolutionary in character. 
it is -only evolutionary. 

Q. What I want your opinion on is, whether if you are going to give protection at all 
it is not better to give it straight out instead of in this semi-concealed form of advantages 
in railway freight! . 

A. It will at least help the development of industries if the railway rates are -in favour 
of the producers and not so much in favour of the importer. -

Q. But if they are both treated alike! Railways must be run on a commercial ba:si& 
and if you start making these distinctions are you using them for the purpose for w1rlch 
they were constructed! _ 

A. That is the English doctrine. 
Q. Which doctrine is the sound one! Do you consider this a good way of giving 

protection or that it is better to give protection in the form of an import duty instead of 
in such a way as this ! _ / 

A. My opinion is that import duty should be imposed in the last rel!ort. Tha.t is the 
opinion I have given here. If you find there is no other way in which we can I!:eep out 
foreign goods which compete with our industry then we must protect our industry. 

Q. But are not you protecting them just as much. only in a somewhat different forIl,l t 
A. As regards cotton goods I do not think it will mean a great deal of protection. 
Q. Then is it worth doing? Would any reduction in railway freight be of sufficient 

help to make any difference? - _ 
A. Japan as I said can land her goods in Bombay as well as in Calcutta. Theyoa!i 

come to both ports but the Bombay miIIs have a disadvantage in Calcutta. ' 
Q. I think it is one of the axioms laid down by the Fiscal Commission that no industry 

Oan be protected to the same extent in all parts of the country. Is not that so ? 
A. As regards freight from Bombay to Calcutta the reduction might help them to 

oompete with imported goods. Calcutta is also an important port for the imports. 
Bombay is a long way oft. 

Q. I do not quite relish your suggestion that we should sit here for another year. I. 
am not quite sure that I want to but I cannot answer for my oolleagues ? 

A. Some other agency can be brought in. . 
Q. What do you propose that we should do , 

-A. It is not for me to say. 

Q. If you think that we should sit here for a year, you must have-some idea as to what. 
we should be doing during that year , _ 

A. I did not say that the Board should sit, but I think that after the Board- had come 
to oertain definite conclusions. •••••• 

Q. YOU; proposal roughly is that you think that we should come to the conclusion 
that nothmg can be done for another six months or so ? 

A. But the information and the cOllolusions that you draw from the information 
ga~ered ~y you will certainly be valuable when the time for action comes, because it is 
qw~ ~SS1ble t-ha~ certain things when they take place might have their effect on the 
conditIons of the mdustry. First of all we are told that the times are more hopeful. 
leCondly there is the appreciation of the yen, thirdly that the work for women in 
Japan is limited to 10 or 11 o'clock at night. All these things may have an effect. I 
do not say that they certainly will have. 

-Raja, Hari KiaMn KauL-That will be after three yeIi.rs. 
Preaident.-Japan has-got an amended }'actory Act. 
A. Are women not supposed to work onlyup to 10 or 11 at night t <-

Q. That provision does not come into force for three years. The amended Act oam e 
not f?rc8 on the 1st of July. Is it your opinion this enquiry is somwhat premature .and 
that It would have been better if it had not started till some months later! 

A. No, that.is not my opinion, My opinion is that this is a big question, this is • 
oomplex question. 
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Q. Nobody knows that better than we do. 
A. It would there~ore have been better i1 it could have' been spread over a year. 

Q. r am afraid the Government of India want~ it done very much quicker than that 
and I think the. trade does so too. The industry in India wanted a rapid enquiry. 

,A. My l!eason is ,this. Supposing you come to a decision that protection is required; 
!.hen i1 the condition of the industry will improve due to other factors people will' say it was 
due to protection. On the other hand if protection is not given for one year and if it is 
givelt after one year or after nine monthA then it won't make much difference to the whole 
of thl'industry. It may make a difference to the mills of Bomhay but won't make milch 
difference. A delay of nine months or a year won't kill the industry. Something like 
forty new mills are now in process of construction according to the Millowners' 
Association Report for 1925-26. 

Q. I take it from your study of political economy you would a"aree that there is no more 
difficult question for anyone than to disentangle the effect of protection from that of 
other causC8 , . 

A. Yes, T do agree. 

Q. You do not consider that protection is such a simple remedy as it appears sometimes 
to the uninitiated' 

A. There will be many effects from the protection of the cotton industry. 

Q. It has a certain measure of protection at Jlresent. Have you ever worked out what 
the effect of that has been , 

A. You mean the 11 per cent. , 

Q. Is. not that an appreciable measure of protection Y 
A. Yes, it would have been if the exch&Jll:(e had been at 18. 4d. 

Q. 1.9 it your view that the other factors are so complicated that it is practically impos
sible to work out tbe effect of one factor only! 

A. Yes. If exchange bad been 18. 4d. and the exchange with Japan Rs. 150 for 100 
yen, it would then have been difficult for Japan to bring in goods and sell them here 
but with exchange at 18. 4d. the importance of the 11 per cent. factor is to some extent 
diminished. 

Q. If you get the exchange stable at lB. 6d. do you accept the millowners' view that 
the full effeot of the 11 per cent. duty for tbe time being has been wiped out by the 121 
difference in exchange ! . 

A. Not the whole effect, because in that case the Japanese will have to pay more for 
their cotton "'hich they get from India.. The advantage .would be with them but not 
the whole of the advantage in exohange. As I have said in my written statement an 11 
per cent. duty keeps out Lancashire goods more than the Japanese goods. 

Q. Whyr 
A. That seems to be' the effect of the duty, according to tho figures for last 

year. 
Q. Would not that be due to the spedal causes in Lancashire to which we referred in 

the beginning! . 
A. Labour there is dear and they use only one grade of cotton. Japan uses three types 

of cotton •. That is con!1idored by the writer of a report in the United States as being one 
01 the chief causes of their EUCCess. I have worked out the proportion of cotton consumed 
in Japan as 58 per cent. Indian, 30 per cent. American, 6 per cent. Chinelle, 3 Egyptian 
and 2 per cent. Korean. They S8.y they mix the Chinese with tho Indian cotton, Indian 
with American and so on and that that i> one of the prinoipal caus('S of their being ahle to 
produce better goods and that is why they are able to oompete even with the United 
States. May I read this-" In 1911 the Japanese revised their tariff duty and put up a 
tn,ril1 wall, so the imports of cotton goods deoreased in 1912." So the writer says that the 
heavy decline was due to the higher tuiff inaugurated in 1911. "But none of the;e higb.er 
duties would have been effll(ltive except for the great extension that took place in the 
production of various kinds of cotton yarn and piecegoods so that the de "line has heen 
due to the development of the home induatry rather than to the tariffs." And then he 
goes on to say that the .Japanese have kept down the cost 01 the ra~ material by varying 
the mixing and then set off one cotton against another in a way that is not p~missible 
in countries using a single grade of cot.ton. 

Raja Ban Ki8han Kaul.-What would be your test for holding that protection has 
become necessary! . 

A. If the industry had been oonfined to Bombay I might have said that protection 
had become necessary. ' . , 
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Q. What would be your test f 
A. Only 50 per cent. of the looms are in Bombay. It is a question whethgr the other 

half of the industry requires protection aa w;elL 

Q. You think that Bombay requirl'9 protection now; aa regards the other ~: you 
are not aure t 

A. Yes, Bombay mills are ~ertainly in difficulties. 
I 

Q. What is the test you would like to apply to the industry in order to judge whether 
protection is needed or not' • • 

A. Firstly_ I ahould see whether production haa declined owing to increased competition. 
Secondly, I would see wht'ther any concerns have closed down, and bow many have gone 
into liquidation and due to wbat causes. You should take the cost of prottllQtion of some 
ten average concerns, not those which have got reserve funds amounting to a crore of 
rcpees nor tbose with debentures amounting to 20 or 30 lakhs of rupees---and see whether 
these average concerns have been able to make profit.q or 10BSes in a certain period. YOIl 
cannot take one or two years. You, hould take three years at least. Because in the 
cotton industry 88 in other industries, there are BOme periods of depression as well 88 

BOme p"riods of plosperity. From that if you find those milLq are not able to sell at even " 
I/o profit of 6 to 8 per cent. on their capital thAn I should say that failing all other remedies 
protection is the only remedy. I am not l!gainst protection 88 Buch. In fact I have 
81 a ed that if you consider that the industry is in a very bad condition protection must be 
given. Because we do not want to see our Indian industries declining. 

Q. These are the principal tests which you would like to apply to the mills before 
ooming to the conclusion; and with regard to the Bombay mills their production has 
Dot fallen yet f You say they have to go on producing at a loBS for a considerable time 
before they close down, because they have to see whether there is greater loss in running 
a mill and selling at che'U' rates or in closing down the mills altogether. Therefore for 
a considerable time they would.have to run the nulls at a loBS before they could come to 
a stage where the mills would have to close down. Probably production will not be a 
propt"l" criterion' 
,A. But if 90me mills close down productioll will be leBS. Hfive mills close down out of 

100 •••.•. 

Q. How many mills would you expect to be closed down 7 
A. I saw from the millowners' statement tbat in 1925 the number of mills was leBS than 

what it. was in th, previous years and that the number of looms and spindles had gone 
np. (;Iosing down of a mill means that it has been transferred to other hands. 

Q. Or it may be that the other mills have inereas~ their production. So it would not 
be a very satisfactory test ? " 

A. No. One test of course won't be a sufficient test. You have to apply all the tests 
and see the joint effect. ' 

Q. These are all the t<l8ts that YOIl can at present think of 7 
A. Yes. " 

Q. Do you mean to suggest a eafeguarding of Industries Act, in answer to Questions 
104 to 111 , " 

A." Yell, if yon find that our industries are in a grave position then protection ought 
to be applied immediately. 

Q. " Some piece of legislation which would enable immediate relief to be given 7 
A. I have not thought out how protection should be applied. I suppose a specia.! 

Act would be useful. ' 

Mr. Subba llao.-I Take it that you are';n favour of a spe9ifi1 duty and not an 
ad ,alan ... duty' You prefer to impose the duty on tho lines of goods tha.t compete 
with Indian goods 7 • 

A. There are t';"o ways, ad ."alorem or on tbe quantity. 
Q. Not merelv on the goods from the competing (lountries, but a genera.! duty, but the 

aim being to hit the goods that come from the competing countries ? 
A. Yes. That is so. 

Q. You say .. it would best be afforded by increased duties on clotb similar to those 
produced by the Indian mills " and then you say .. such enhanced import duties should 
Dot be levied on imports from one country alone," eo that you would have' an universa.! 
duty confine to linee in which imported goods compete WIth India.n goods ? 

A. Yes, I do not 9ay that it should be done but if it is neces~ary andjf protection is 
to be applied then I say thie is the way in which thie should be a.pplied. " 
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Q. And then you suggest that the .. figures of imports and of mill stocks should be scru. 
tinised month by month; returns of sa.les of cotton by the mi11s and the prices realised by 
them should be sent in by all mills." I suppose you are aware that that would require 
Bome legisla.tion. Mills cannot be compelled to send in these returns. Just now you 
.. aid tha.t they did not publish figures as to stocks held by them. 

A. But would not the Bombay mills be too willing to give you the information if it; _ 
is stated that this information will lie kept confidential 1 I think they should be 
willing. _ 

Q. You have got.. to get statisticlL _They are just now not -available to us. 
A. Yas, I am a.lso at a disadvantage in that respect. I do not kilow what their cost of 

production and selling price are. -

Q. The figures now obtained by Government are limited to volume of production._ 
You suggest figures of sa.les and prices. _ -

A. Yes. 

l'ruidenl.-You say" returns of sales of cotton by the mills." I presume you mean 
sales of cotton cloth ? • -

A. I mean cotton manufactures. 
Mr. Stthlm Rao.-A little later you say" the imposition of a protective duty of 24 per 

cent. on cloth made of yarn of 30 counts and under would certainly shut out Japanese 
imports of cloth into this country." Thereby you assume the present prices do not yield 
t.hen a profit and they are dumping goods merely for creating a market 1 Is it not 80' . 

A. I have no information on dumping. 
Q. It is possible that-even at a -loes they might be dumping goods now' 
A. The imposition of a duty of 24 per cent. duty would surely keep out such goods for 

which there is no demand in the Indian market at that price. 
Q. On t.he assumption that it would cut into their manufacturing costs and lead to a 

considerable loes 1 
A. It should raise the price at which they can selL . 
Q. Suppose they are now rea.lising their full expenses of production (including profit,) 

and if you put on a duty, unless prices rise correspondingly they must accept a price dimi· 
nished by the amount of the import duty. In that case they might sell at the Indian 
market in spite of this reduction if they '\\anted to dump goods, as they are only losing the 
profits. -

A. H there is excessive dumping now that will be diminished. But if there is no dump. 
ing now there ma.y be dumping later on. 

Mr. Majmua.lr.-In sub-paragraph 5 you say" I should think that another 5 to 6 
per cent. would suffice." 

A. A very high duty WQuld have the effect of checking the consumption sf cloth and 
would not be to the advantage of the industry which we want to protect. 

Q. Would 5 to 6 per cent. give sufficient protection to the industry , 
A. H it does not, the duty may be increased later on. Some people think that there i.~ a 

121 per cent. export bounty on account of higher exchange and that there should be a 
duty of 12 or 13 per oent. to counterva.il that. 

PreaidenL-You have got to take the price of the cotton itself into consideration. 
The corresponding excha.nge on cotton has to be considered ? 

A. That is why I should think that this extra 6 per cent. would be enough. 

Q. In the last section of your statement, you express surprise at the export duty of 
cotton which has been suggested, and you point out that .. an export duty may be levied -
on an article of which a country has a monopoly." But the whole argument whioh is 
brought forward for the export duty is that India has a monoploy of cotton of certain 
staple and qua.lity which is not to be got elsewhere ? 

.A. Yes. But then the price of cotton does not depend on the prices of Indian cotton 
and if the demand for Indian cotton is diminiRhed, the price of Indian cotton should fall 

Q. The point is this: that Japan i8 using 58 per cent. of Indian cotton and that for 
(lertain qua.lities which she manufac~ she ca.nnot use. anything else ~ut India~ cotton. 
The American cotton could not replace It and then-f. IrE' if you were to Impose this export 
duty she would have to seek outlets in other directions as she c~uld not make the goods 
which are compet.ing with Indian goods. 

A. That may be so for a few years but in the long run that would give a great blow to 
the Indian cotton production because Japan is trying her level best to encourage cotton 
growing in Korea, in Manchuria and in some other pl&Cll8. 
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Q. Yes l but would that not take many years'to bring about. 
A. Bay about fO:1r.or five years. 

Q. I do not suppose that Japan could grow two million bales of cotton similar to 
Indian cotton or even one million bales in five years. 

A. She could certainly substitute other kinds of cotton. The effeot of that would be 
to depress the prices of Indian cotton. It certaiuly won't stand examination from the 
economic point of view this proposa..! of an export duty on cotton. 

Q. The suggestion as you know has been put forward in many quarters and we have, 
therefore to examine it. . 

A. Yes. Japan takes 1'6 to 2 million ba..!es. We cannot afford to lose a customer of 
that sort. 

Q. The choice migbt be one of two evils. It might be the choice of losing your customer 
or preserving your home industry: f • 

A. Then I should certain ohoose the evil of the loss .of the whole of the industry and 
not hit the agriculturist. ' . 

. Q. You would prefer the loss of the whole industry in order to save the agnculturist! 
If you were to impose a protective duty on salt are you not hitting the oommunity 
there f 

A. A little, but not so much as to stop the demand for, the production of the 
oommodity. 

Q. you will he simply making the community gradually curtail its consumption of one 
atticle. But in this case is it your view that tbe imposition of an export duty will simply 
be killing the income of those who grow cotton f ' 

A. Only a comparatively small section; if you take the actual percentage. But taking 
the number of people which it would affect and the middlemen in the trade and the whole 
trade it would be in the nature of a calamity. 

Q. Do not misundersta.nd me when I put the argument in 'this way. It is not that 
I agree with it; but it is my duty as President of this Board to put the opposite case in 
this extreme form for your oonsidemon in order to elicit your views in the olearest 

. possible way.-
A. Let us take this instance. In the United Kingdom formerly the spinners did not 

take Indian ootton. When prices of American cotton went up, the spinners took about 
2 lakhs of bales of Indian cotton but in the last two years when the price of American 
cotton has fallen Indian cotton is not taken to the same exten€. One of the reasons why 
the American acreage has increased is the fear in America that the activities of the British 
Cotton Growing Corporation would permanently hit the cotton producer in 
America. . 

Q. Quite so. Do you consider that the Japanese could afford to allow the prices to 
go-down in Indian mills by holding off from the Indian market f If they were out of 
the Indian market, then prices would go-down. Do you think they can afford to do so f 

A. If they have large stocks. 

Q. It would depend upon how long they follow that procedure. 
A. The demand for Indian cotton is principally for export now. With 6 millions 

of bales a.nd only 2'2 million bales consumed at home the chief demand comes from th9 
~xport and not from the industry at home. . , ' 

Q. I gather from your replies to Questions 119 to 123 that vou consider that the 
millowners might get together and do more in the way of organisation t'han they are .doing 
at present f 

.A. Yes, I think so, because the Japanese are said to be very go-ahead people. They 
copy all the western methods, produotion, efficiency of production, buying and sales 
organisation and I do not see why we should be lacking in these. We have the brains 
but ~ot the organisation. • 

Q. Don't you think that the two things go together Y' Don't you think organisation 
is a mattt-r oi bra.inl!. • 

A. Up-to-now we did not feel the necessity of organisation. We had a home market. 
But now there is the necessity and I think we should get together and improve our 
-organisation, a..!thongh, as I have said, I do not consider that thE! industry is not oarried 
-on with efficmncy. Some of the Bombay mills are really worked extremely well ' 
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'Q. Undoubted.. You mention :banking facilities. What. more banking facilities d() 
you think they want than they have got? ' 

~. Provision of capita~ for long pe.riods. A~ present the banks do not lend for long 
pen~ds and the rate of mter~t vanes' acco.rding f? the rate fixed for the time being. 
So if you hOO a bank speCIally to help lndustnes such as the Industrial Bank in 
Japan ..•••• 

Q. You hOO a Industrial Bank but it did not prove a success. . ' 
A. It should be a State·aided concern with plenty of capital supplied by the State as is 

done in Japan. . 

Q •• J apan is a much smaller country than India and it is easier to do things in a small 
country. You propose an Indian Industrial Council How is it to 'be composed? 
Where are you going to get the men for it ? '. 

A. Partly from the men engaged in indust-ry and partly from outsiders whom you will 
have to get. . ' 

Q. It seems a somewhat a vague suggestion, Mr. Antill., if I may say so. These things 
look attractive at first. sight. But when you come to work them out, things are not 
quite so easy. 

A. It is being done for thp. cotton growing industry. We have the Indian Central 
CoM on Committee. I want to have the same thing for the manufacturing industries 
of the country. 

Q. But the manufacturing industries have a 'Iluch wider range of problems than cotton 
growing. For cotton growing you can get people who know all about it. But if you 
take industries generally, you cannot. The Central Cotton Committee is composed of 
experts, but could you g't a committee of experts for industrial question I ! 

A. Alt~.ough I admit that difii 'ulty, there is a lot of conmon ground. All industries 
can benefit by certain common measures, while some may benefit by measures applicabl.e 
to particular industries. 

Q. There is also the difficulty of framing an industrial policy for India aq a whole which 
is the out('ome of the Reforms. These matters are now Provincial. It is somewhat 
difficult to see how you can have an industrial council for Ind a as a whole • 
• A. There may be Provincial councils and Provincial questions may he referred to the 

Provincial branch of the Central Council 
Q. It is an interesting suggest.ion but the only thing is that this Board is not in a pos'tion 

to work it out. . 
A. My ipea in making this suggestion was there are many inquiries but the inquiries 

are piecemeal. They do not take into account the whole field of Ind an industries. 
Q. They had an Indian Industrial Commission. Did they nob take the .whole thini 

into conRideration? , 
A. We hOO another committee as a result of the Indian Cotton Committee. 
Q. You want a permanent Committee for industries ? 
A. Yes. 
Q. We have your intereeting note in which you supplement your views on the determi

nation of wages. Ie it yeur view, speaking generally, or would you rather not commit 
yourself to an expression of opinion, that the wages in the textilJ industry are not grea,cr 
than is dt'sirable but greater than tbe indust.ry can bElar in its prosent economic condition? 

A. I believe they are. It'is probably a cause of the depression. 
Q. Do you consider that wages represent now an nnduly heavy proportion of the oost 

Iff production! 
A. Yes, looking to the low cost of the raw material wages now represent rather a greater 

percentage of the c.ost of produotion. Of course I am at a disOOvant.age because I have 
not g9t the figures. 

Q. We are endeavouring to get them. 
A. The figureR supplied by Sir N. N. Wadia at a meeting of the Committee of the 

Millowners' Association on the occasion of the visit of Sir Charles Inne.q show that labour 
costs amounted to 16 per cent. of the f4>tal cost of production. Now I think it will be 
20 to 25 per oent. 

Q. It is over 40 per cent. of the total oost of manufacture. That means about 20 per 
cent. of the total cost of oloth in 1924 and there has been no change since then. ' 

A. If it is so, then certainly it is & very· heavy item. 
Q. And your so heme would pennit of a more feasible adjustment than is likely to result 

in anv other WILY' 
A. 'Yes, that is the system in Lancashire and in many of the industries in England but 

I am not very optimistic as to its being a practioal scheme. 
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Raja Ban Kulla" Kaul.":"You think it is not practical. 
A. I do not think that. Otherwise I would not have proposed it. 
Q. It is practical enough to be taken into consideration? 
A. Yea. whether labour will consent to have its wages reduced for the next six months 

is not quite clear because the attitude of labour in Bombay milia is not the attitude: 
in the English milia. Here in Bombay the workers think that their interests are quite 
different from those of the industry. They have no love for the industry. 

Q. The funotions of the Indian Industrial Council which you propose would be some-
what different from those of the Council of Industrial Efficiency ? '. 

A. That would be for the millowne1'8 to consider. If they have an organisation they 
could study the partioular problems of their own industry. . 

Q. That would be a question of going into the deta.ils of the partioular industry ? 
A. Yes. 
Q. Of course you would probably do the same kind of thing for otherindu"stries ? 
A. Yee. 

. Q. That would bit going into details? . 
A. For instance the spinners in Lancashire have been considering the causes of the 

depreBSion of the last several yea1'8 and their deliberations are found printed in five or six 
fat volumee. We have not got anything like that here. 

Q. You mean like this Industrial Council, to go on for several yea1'8 doing the same 
thing t 

A. I mean that it shows they are alive to the neoessity of work. 
Q. What I mean is that you want either to deai with the general questions concerning 

the industry. _. • • • . 
A. Detailed questions. Why is this not done 7 What about the foreign marke~ ? 

What are the needs of partioular foreign countries? I think even now they can do it. 
Each mill can give a contribution to a oommon fund and they are can send out men to 
these markets to study the demand there. 

Q. The general council that you are proposing, the Indian Industrial CounciL •••••• 
A. If such a body is oreated then there would be a oontinuous interest in the welfare of 

Indian industries. 
Q. They would look into the general question? /. 
A. Yes, the general questions affeoting the welfare of industries. 
Y;. 8vhba Rao.-In regard to this Wages Board you are not, I suppose, oommitted 

to the details given in ~his' Annexure. You want to make wages move in relation to the 
earning capacity of the mill. The workmen might oomplain that they are not responsible 
for the incapacity of the millowne1'8, if they think that inspite of their hard work there 
were no profits on account of bad management. •••••• 

A. With reference to the oost of living also. 
Q. Yes, but the other index might be for example the margin between the cost of the 

raw material and selling prioe , -
A. I am not committed to any partioular ba.sie. I am in favour of a sliding soale. 
Q. Yea, and some macbinerY to make it operate smoothly, but you are not oommitted' 

to the special scheme' 
A: No. this is only a draft of a Bcheme.. 
Q. Quite 10. 

I 
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ANNEXURE A 

I.-PROTEOTIVE RAILWAY FREIGHTS 

I give the following extracts in support of my statement that the practice in 
Continental countries as regards railway rgtes is different from the practice in England 
and that preferential rates are granted to as. ist hdme industries. ' 

(a) Freigkt-rate. p1'otecticm 

"The extent of the m'trket for IIony product, and the oompetitive relations dependent 
tliereon, are not determined by geographical distances, but by the means oitransportation 
and the oost of freight .•.•.. 

" Protective duties have repeatedly been made neoessary by the very fact that with 
the development of new means of tra.nsportation, or through reduction in the previously 
obtaining rates, a need arose for equalising the increased competitive power of foreign 
produoers. As duties were thus used to offset freights, freights soon came to be used as a 
weapon against duties .....• 

The oause of the phenomenon that railway tariffs were brought into use &8 an auxiliary 
to customs duties in the furtherance of protective policy is mainly to be sought in the 
fact that in the last quarter of the 19th century the need for protection increased so rapidly 
that import duties were unable to keep pace with the growing requirements. A change 
in duties could be effected only by means of a law, and the parliamen~ry procedure 
conneoted with legishtion is lllliformlytiIpe-consuming and by no means free from political 
danger. Railway tariffs could be changed at will and in any particular, and were the more 
readily susoeptible to employment as a correction of the duties, since the purpose of 
eoonomio protectiqn oan easily be concealed in a procedure connected with private 
enterprise such asis affordedin the adjustment of a freight schedule." 

(" Economio Protectionism", by.J. Gruzel, pp. 163-179) 

(6) Railway ratea, Germany 

II The Gerll\an ra.ilwa.y p()lioy does not resemble the Frenoh, and even less that of 
England or the United States .•.•.• 

The transportmg State operates by means of its rates; These are inspired 
neither by the rule of supply and demand nor by the neoessities of oompetition, but 
by the need to support certain produots against some foreign competition, to aid 
the development of national seap()rts, to permit the introduction at a low price of 
merohandise oonsidered nseful or necessary. • 

Speoial transport rates, for which it is always diffioult to obtain public consent 
~ France, are almost the rule in Germany. They are generally combined in such 
a way as either to defend an industry menaced by foreign oompetition or to favour 
eXJlortation." '. 

(" Germany's Commercial Grip on the World", by Henri Hanser, 1917) 

(c) "Both industry and trade reoeive encouragement and practioal help from the 
Government of the various States, and within its more limited power from the Imperial 
Government. The idea that a German Ambassador is a sort of superior commercial 
agent is, of oourse, abs?,rd, yet the fiction had it~_ origin in a faot, which ,is that Ge~man 
diplomatio representatIves are very properly ahve to the olose connectIOn of natIOnal 
trade and national prosperity, and are not slow to do industry a service wh'. n opportunity 
ooours. Protective legi<latiQn apart, the fact that the railways are State undertakings 
6llables the Government< to render a great service both to industry and agric 'I ure by

,regulating transport ()harges according. to special circumstances. geogr' phical ~d oth~r 
wise while the export trade is systematically assisted by means of low preferentIal tariffs 
speciaUydesigned to enable the home manufacturers to enter foreign markets on favourable 
conditions ... 

(" Evolution of Modern Germany", Chapter V. By Dawson) 

(d) Appendix IV in" History and Eoonomics of Transport", by Kirkaldy and Evans, 
gives extraots from .the For"ign Office Repo rts which show that preferential freight rates 
were granted in Austria-l!ungary, Belg.um, Denmark, Fra.lCd aud l;enua"y. }'ur 
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instance: .. Preferential rates on Auslrian railways are granted .prinoipally for the 
followingreasons:-(I) Toenablealineofrailway with a circuitous route to compete 
with a more direct line which would otherwise monopolize the e&rriage of goods from one 
given point to another. (2) To ena.ble an Austrian industry to compete with a simiiar 
industry abroad which is mqre advantageously situated. Thus preferential rates are 
granted for this r8&S 001 on Bohemian g!&as, beet roo~ and ita products &nd on sugar 
for export. 

IL-SUBSIDIES TO JAPANESE SmpPING 

(The following extract. should be sufficient to prove th&t the Japanese Government 
gr&nts enormous building &nd service subsidies to ita mero&ntile m&rine) 

Svbsidie810 Skippinq Oompanie8 in Japan 

(a) Generous subsidies bestowed by the Government upon enterprising native firms 
have revolutionised Jap&n's merch&nt marine. 

At the' end of 1912 the registered gross tonnage of ste&mers w&s 1,430,329 tons •••• ,. 
Eighteen comp&nies with a paid·up c&pital of Yen 6(),651,016 and a reserve fund of 
Yen 37,777,365 owned 419 ste&m-vessels, earned Yen 51,900,302 and benefited from 
bounties and subaidies amounting to Yen 1l,85·1,6()3. The largest ste&mship comp&ny 
enjoying Government protection was the Nippon Yusen Kaish& which W&B subsidized 
by. the Government to the amount of Yen 5,081,789." 

(" Jap&n's Modernizatioll''', by st. Nih&l Singh, 1914) 

(b) .. Japan passed a bounty law on Mar'lh 23, 1896, for oonstruotion. and' service 
bounties. A later law of March 24, 1909, made certain changes. " 

.. Of countries outside of Europe, Japan and the Uuited States of America have paid 
very iarge amounts to various companies." . 

(UEconomic Protectionism ", by Grunzel, 1916) 

(e) .. For the purpose of aiding the development of the sea-carrying trade the Govern
ment is granting a bounty of a total of Yen 2,905,370 on the San Francisoo and the West. 
and East coasts of South America lines as ocean line subsidies and total Yen 1,400,000 on 
the four routes of the Yokohama-LondoJl Kobe·Seattle, Kobe-Hongkong.and Yokohama, 
Melbourne ma..illines as a subsidy. There are besides 18 lines, including the Java line 
on wbich subsidies totalling Yen 2,591,000 are gr&nted as Government-directed routes' 
from the service outside the budget. The prefectural Governments are also granting 
subsidies on the specifio routes." . 

(The Osaka Asahi English Supplement, Industrial and Commercial, 
1926--pa.ge 88) - . 

N.B -Further informa.tioD ran be had frOID the Boa.rd of Trade "Report on Bounties 
and Subsidies iu respeot of Shipbuilding, Shipping and Navigation in'Foreign Countries ", 
Cd. 6899, 1913. 

ill-WORLD-WIDE DEl'RlIiS8,lON IN TUE COTTON INDUS:rRY 

(The following extracts from the" Interna.tional Cotton Bulliltin, July 1926 ", 
indicate that there is world-wide depression in the cotton textile industry) 

E:xtraeta /rvm lhe Minutes 0/ the Meeting 0/ the Oommittee 0/ the InternationaZ 
Ootton Federation, on .the 26th June 1926 

(a) "Reports on the state of trade in the varibus countries were presented' to the 
10110wing effeot :-
, Austria and C'zecllo-Slovakia.-Business could not be' much worse than it is at present 
All the mills are working 30 and 40 per cent. loss time than last year. 

E1I!fland.-Trade is in a very depressed c!lndition. • • • • • Much of the business whioh is 
being done is on a most unremunerative basis and there is' Dot much likelihood of any 

improvement B~long as there are 80 many manufacturers who have stopped maohinery 
and are anxious to secure sufficient business to keep their machinery working in an 
~ndeavour to cover the cost of overhead oMrges. 

Germany . ....:.Business is lia.d in this country.. •• • • Prices are very poor. 

KaY 422-9a 
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ltaly.-Business-is not 88 good BS in ~925. Exports are Bbout 10 per oent. smaller. 
- It is proposed to :reduoe the output by closing down one day per week during the next 
four weeks •••••• 

Japan.':""In general, the oonditions for domestio business are in a depressed state. -
Added to this is the fact of the appreciation of the Japanese ourrency, whioh is making 
the export trade more diffioult. Working h01U'B; however. have not been reduoed. There 
are two shifts of ten hours each, making 20 hours per day. The number of spindles is 
inoreasing slightly. At present they have 4,900,000 spindles. as compared with 4,500,000 
in January and 3,800,000 in December 1925. There is only a small profit and some-
oonoerns are losing money. -

8wit=erland.-The spinning trade in Switzerland is very bad, and spinners are selling 
their production very muoh below oost prioe. 

State 0/ Trade Reports 

(b) Japan -The spinners have considerable stocks on hand, and they found it rather 
diffioult to dispose of their stooks during the first part of April, according to the local press. 
However, during the latter part of the month a decided improvement set in, wr'Th more
demand from abroad for yarn and fabrics. It is reported that some spinning companies 
suffered losses because of the fall in the prioe of ootton and the rise of the yen exohange. 
Bnd it is reported that a number of canoellations of raw cotton oontracts OOCUlTed. 

(Tokyo, May II,) 
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Witness No. 63 

Mr. CHUNILAL B. MEHTA, BOMBAY 

WriUe1l Statement dated the 26th Aug'UBt 1926. 

SECTION VI. 

Coats 0/ Prod'UCliollr-(b) Raw Material. 

61. During the past three years the price of raw cotton has been continuously falling 
owing to increased production and depression in trade, and at present, cotton prices are" 
about Rs. 350 per candy or 50 per-cent. cheaper than three" years ago, and it ill but natural 
that the stockists should be adversely affected to the extent of their holdings. 

The Bombay millowners are of the opinion that the present system of hedging -has 
affeoted them adversely by the presence of the speculative element in the cotton trade. 
They advocate what is II:nown as the" Single Hedge Contract", instead of the present 
five oontraots and are under the impression that the proposal, if given effect to, would 
widen the oontracts and afford real hedging facilities, free from the hands of the mani. 
pulators. I doubt it. It is plain that it is the actual cotton that is spun and not the 
cotton .. futures". The millowner is essentially a buyer of cotton and it is impossible for 
me to reconcile myself to the idea that he should be a seller, except as aspeculator, pure 
and simple. The cotton market is not the appropriate market for him to hedge his 
purchases of raw ootton or manufactured goods. There is, perhaps, no other oommodity 
in this world than ootton, which is subject to such wide and delicate /luctuati6ns. It is 
an international oommodity whose prices are governed by the supply and demand, not 
only in India but all over the world, with New York giving a lead to the trade. Any 
favourable or adverse news beyond the seas affects the local market at once and all calcu. 
lations and forecasts become futile at times. Stability in ootton prices is only an idle 
dream. Therefore, if the millowner hedges his actual stock in the local cotton "futures" 
market there is no guarantee that in the end he recovers his loss, if any, in actual stock by 
a corresponding profit in" futures". Very often the millowner is disappointed owing to 
(liroumstances beyond the oontrol of anyone. As a buyer he can take delivery of cotton 
on the due date but as a seller he could not give delivery of ootton on the due date, and 
he is compelled to close sales of" futures" by purchases of "futures" to an equal extent. 
Therefore, the chances of the millowner being caught in an unfavourable market are very 
great. He attributes this state of affairs to the manipulations, comers, and squeezes 
that invariably take place and he is under the impression that the substitution of .. single 
hedge oontract ", in the place of the present five, would protect him "fully in the cotton 
market. I should like to point out that this proposal will not serve the purpose irrespect. 
ive of other considerations. It may be noted that inspite of the fact that a" single hedge 
(lontract system prevails in New York, the market there is not free from squeezes and 
manipulations. Speoulation in cotton will continue as long a8 the world lasts. 

There is only ODe remedy for the millowner to be free from the speculation in the 
(lotton market and it is the providing of a Yam Exchange in Bombay. The right and the 
proper course for the miIlowner to hedge against the actual stock is not in the raw cotton 
market whioh is subjeot to manipulations, and reRders it impossible for him to deliver 
actual ootton, but in the Yam Exchange. As soon as a millowner buys cotton, either 
ready or forward, he must sell the necessary quantity in the Yam Exchange and be 
in a position to deliver actual goods, without the fear of being caught by an unfavourable 
tum of the market. As a manufacturer, the millowner with cotton on one hand and 

- a ready yam market on the other is thus assured of profit, or at any rate he is not exposed 
to serious losses and he has only to go on manufacturing goods. There is a Yam Exchange 
in Osaka, Japan, and there is no doubt that it affords safer hedging facilities to the manu· 
facturers in that country. I am sure, that if the energies of the Bombay millowners are 
direoted to the formation of a Yam Exohange in Bombay, the Bombay miIlowners will 
not be subject to the risks of manipulations in the cotton market. Moreover, in times of 
large stocks it would be easy and convenient to finance such stocks with a minimum oost. 

62. The price of raw ootton is of supreme importance in determining the price of 
yam, espeoially of lower counts. The Tariff Board desires to know whether the exportere 
Eet cotton cheaper than the millowners. I think it quite probable that the exporters 
get cotton cheaper than the millowners, though either upcountry or in Bombay, sellers 
always quote the same prioe to the buyer, whoever he may be. As a matter of fact 
most of the local mills have no buying agencies in the upcountry districstand they are 
buying their requirements in Bombay. There is no denymg the faot tha~ many times 
"the exporters do get their cotton cheaper by about IS per cent. than those ob~ined by 
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the mills and the phenomenon appears to be paradoxical to many. There is only one 
explanation for this that I can think of. The exporters have vast financial resources. 
They are in touch with all the foreign markets. Daily in the morning they receive ('.abies 
from New York, ~iverpool, 'China, and Japan. On this they base their buying in 
upcountry markets. These exporters have their branches, agencies, and cOlTespondente 
almost in aU the cotton centres of India. After purchasing upcountry, they hedge 
the same in the market which is highest in parity, and thus they can bring down the buying 
rate of their cotton to a level lower than others. -

It is not possible for individual millowners to have these facilities unless they co-~perate 
together for buying cotton. A big cotton trust with a large capital should be created 
and every mill must be a. shareholder in it and profits must be divided by all in 
proportion. The trust should work on the lines 0.1 the Ja.panese a.nd European 
exporters. 
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Witness Ko. 63 
Mr. CHUlfILAL B. MEHTA 

Oral Euid..7IU recorded at Bombay on the 1st September 1926 

PreJIidefl/.-Mr. Mehta, you are, I think, a well·known figure in· the Bombay. 
cotton world. Will you tell us exactly what your connection with cotton is, for our 
record' 

A. For the Jaat IJ1 years, I ha\e been working as a ootton broker and this year I have 
been elected as a Director of the East India Cotton Association. 

Q. You brio~ out a paper" Cotton an~ Finance" every month? 
A. Yes, for the last Ii years. • 
Q. Are you alao a bullion broker' 
A, Yes. 
~. Wearenottechnicalpeople unfortunately and our knowledge of the working of 

cotton purchases is very limited. If you would kindly explain to us at somewhat greater 
length your view that the millowners' idea of one hedge contract would not help them, 
we should he glad. Do YOIl think it would help them at allif they had one hedge contract t 

A. I do not think it would help them at all. There is one hedge contract in Liverpool 
and yet there are manipulations, corners and squeezes. ' 

Q. Wouldyousay that there is less oorn,eriogandsqueezingin New YorkandLiver-
pool than here' . 

A. There is a vast difference between New York ancJ Bombay. 
Q. Will you enlarge on that' 
A, The ootton crop of America has a uniform season. It hegins about August and 

ends about March. In India the cotton season varies from district to district according 
to the geographical position. At one place the orop is finished about the same time as it 
begins in another. . 

Q. I think it is more or less correct to say that there are very few months in the year 
in which there is no ootton coming in from any part of India , 

A. Yes. 
Q, Which months are they' 
A, From the end of August or rather September to November. In November it hegins 

to move and this goes on to May and June of the following year. For a hedge contract 
'the millowners buy ~e cotton of thei'r own selection, because they know their wants. 
Now suppose they sell it in the ootton market for the sake of hedge. It is gathered that 
they cannot tender their cotton; whatever they are getting for their own use in their 
mill, in Case the market goes against them they cannot tender it. They might have 
already used it. 

Q. I do not quite follow that. Will you just explain it in detail? If you assume we 
are entirely ignorant of the whole transa.ction, then we shall follow you more clearly. 

A. Supposing the millowners have bought 100 bales of Broach for their own use. While 
buying they see the staple and the fineness of the cotton and they buy according to their 
own selection. Then for the sake of hedginlZ they sell 100 bale~ in the forward market. 

Q. What do they sell the 100 bales of ? 
A. Of Broach; that is the contract already. Suppose they buy the Broach cotton 

in June they sell in April or May in the forward market. Now when April or Mayor 
the due date oomes, the millowner who has hedged in the forward market might have 
already used that cotton in the mill. It is not prohable that they might have locked it 
lip in the godown. Now at the due date in case the market goes up or there is a squeeze 
or manipulation, then the mi1Iowner has no way but to cover his sale in the forward 
market. He cannot deliver the cotton. That is what I mean. 

Q. But I suppose his point is that if you had only one hedge oontract he would be able 
to deliver 80me other cotton than Broaoh. He would be able to'protect himself that 
way. _ 

A. No; that is one ofthe greatest obstacles. By haVing one hedge contract the cotton 
prices would be depressed. Everybody would come and sell cotton whatever quality 
he has got. Nobody would be willing to buy and the forward market would be depressed 
too much to the detriment of the whole trade, farmers, merchants and others. 

Q. But we are looking'at the matter here from the point of view of the mil10wner. 
Would he be any the safer if in April or May he could tender under his hedge contract 
Bome cotton other than Broach' 
, A. It means that he buys again from the bazaar and sella, not the ootton that he haa 
paid. Then he has only the idea that if the market goes down, he takes the profit and 

, then he will have to buy at a higher rate. 
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Q. But he would have 0. wider field. He would be less li.lqlly to be comered or 
squeezed. , 

A. The squeeze and· manipulations always depend upon the basis. In the Broach 
contract there is the basis of Broach. Suppose there had been one contract, there 
must be one basis. If the basis goes strong the forward market goes strong. The 
differences are fixed ,between different groups of cotton, Broach, Oomra, and so on. If 
the basis is strong, the market would go up. 

Q. But his view is that he would lose less than he would if he were confined to 
Broach. What is your opinion on that' 

A. Perhaps less at the sa.crifice of heavy losses to others. 
Q. Your point of view is that though it might be sa.fer from the point of view of 

the millowner, yet on the whole it would not be so good for the trade? 
A. Yes. 
Q. And in your view the balance of the loss to the trade would outweigh the balance 

of the advantage to the millowners? Is that your view' _ 
A. Yes. 
Mr. Subba Rao.-I have not quite understood your point. You say there is 0. losll' 

to the trade when the contract is wider. Where is the gain if you have got five contracb 
and where is the loss if you have one contract? I want to know that. 

A. The contract value itself would be depressed. 
Q. You mean by there being a larger scope for tender, priceS would come down ? 
A. Yes. They would remaintmuch too low. Because the buyer of forward cotton 

does not know what cotton will be tendered to him. ' 

Q. But won't that be only for a short time? That kind of depression will be ouly 
till the new conditions are settled. When people know that you can tender any of 
these grades, one against the other, then you get 0. new parity or 0. new level of prices. 
Would you say that on the New York market the prices have come down or the prices 
there are affected in the direction of becoming lower because they have one contract! 
Priccs have been going up e .. en there. Don't you think you will get the same tendency 
here also' It may be that for a time when you first ma.k .. the change you will have 
a depression of prioes. But when t,he dealers know onoe for all what the oonditions 
are, then, you get the prioes fixed aooording to the market conditions. They will go 
up or down afterwards aooording to supply and demand of ootton in India.. Why 
should ,there be a perpetual depression' It need not go on for ever. You get the 
prices fixed for the ilurpose of ootton hedge acoording to the total amount of ootton 
in the oountry and the total demand for it. 

A.The yrinoipal buyers in Indio. are the Japanese and the European firms. In Amerioa 
the aotua farmers have a large holding oapaoity and they go on holding the cotton 
till they get reasonable prioes. Here the buyers are the exporters, generally the 
Japanese and the Europeans, The farmers have no holding capaoity and the aotua.l 
buyers always know that somebody will come and sell cotton and the market remains 
always depressed. The conditions are different in the two countries. 

Q. I am afraid I oannot quite follow that. . 
Mr. Majmudar.-At present there are two sorts of oontraots. one hedge and one 

delivery? 
A. There are three hedge contrao~ at present working and two do not work. The 

total is five. -

Q. And there is also a separate tra~sa.ction for delivery contraot' So there are 'two 
separate transa.oti'lns, one for hedge and the other for delivery ! 

A. Yes. 

Q. In the hedge there are five oontraots out of which three operate at a time f 
A. YeS. 

Q. That is due to the faot th~t the ootton crop of different varieties pomes in at 
different tj.mes of the year f 

A. Yes. The due date is arranged acoording to that. 
Q. At present dealings are done in a partioular type, for example Broaoh; but if 

one hedge oontraot were ·decided on, then the dealing would have to be done on the 
basis of any Indian ootton that might be fixed as standard; the differenoes in the prices 
of the various qualities will also have to be fixed so that. any ootton can be tendered 
at that differenoe ! 

A. Yes. 
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Q. So what you are afraid of is that under such conditions the firms which are at 
present hedging would not do so because they would not be sure of the quality of tho 
cotton that might be tendered and also because the mills and merchants might sell 
heavily on the cotton exchange? 

A. Yes. 
Q. Now against that, will not the mills purchase also to a very great extent and 

thereby ~ not the prices go higher Y 
A. Mills will not purchase the,hedge • 

. Q Why not f Suppose the mills think that the prices of cotton are likely to go up. 
They might purchase a hedge contract and when they want to ~o in for a parti
eulsr cotton, they can cover the hedge. So just as you are afraId of a depression 
in the market due to heavy sales by mills and merchants, you must also take into 
consideration the fact that the mills might come forward as buyers and the market 
would go up Y 

A. But all the mills_will not take delivery of that purchase of hedge because they 
do not want that. cotton. 04 'the whole they would cover their hedge purchases. That 
I,lleans they would sell the contracts. .. 

Q. But the operations of exchange will increase and therefore the prices might be 
lIl&intained at the proper level! 

A. Unless there is some party or parties who are prepared t~ take the tenders against 
hedge contract, the market is not likely to be sustained. It will be unduly depressed. 
All those that now want to take delivery would oome to sell, their hedge 
purchases. 

Q. But Japau which has been making purchases before would certainly m&ke some 
purchases. There are also the' Continental firms 1 

A. They all make purchases in the ready markets. Even at present to a very slll&ll 
extent the tenders are taken up. 

Q. You mean to say that the purchases are not done at present on hedge &CCOllUt 
but they are done in ready stooks ? 

A. No; purchases are done in the forward market for the sake of hedge. But against 
those purchases they do not take delivery of aotual cotton because they do not know 
what quality of ootton will come to them. 

Q. And the same thing will happen if there is a single hedge contract. If they 
hedge they will not take delivery against hedge contracts. They will clear up 
hedge contracts and purchase the type of cotton they require. So that should not 
aflect the cotton market. 

A. It will affect it. At present there is already a big contract for about 8 to 10 
""".he . 

. Q. You are looking at it from the tender~ble quantity of cotton? 
A. Yes. 
Q. In America there is suoh a huge crop that is tenderable and still they have not gone

in for four or five contracts. 
A. The quality is uniform there. 
Mr. Subba Rao.-How many varieties have you here of Indian cotton which can be 

tendered 1 .. 
.A. I do not remember. 
Q. About 20 varieties ? 
A. It might be .. 

Q. You have practically as many in America. 
A. Yes. The basis is .. mi~dling." 
Q. We have one basis here also. 
A. There is the difficulty of fixing the basis. There is a great difficulty. Suppose we 

fix Broach as the basis, if the Broach market is small the forward market will go up. 
Q. The Broaoh cotton is small compared to the other crops? • 
A. Yes, but the basis will always be the ruling factor in the market • 

. Q. Is it not possible to have as the basis a orop which is fairly large in supply and make 
the other smaller ones move round that? 

A. Yes; it is possible. 
Q. Just as .. middling" is the American basis and it is the largest basis, so a.lso U!. 

lodia Broach might be made the basis and then allowances could be given for tenders. 
A. In America there is no question ofstaple. In the Indian cotton in our tenders iii 

.om~ classes the staples are stipulated. A certain staple is required for curtain places •. 
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In Gujara.t I or I inoh is required. To fix the basis according to the staple of cotton i~ 
a huge task. 

Mr. Majmudar.-if the staple is a. little shorter than the standard, could it not fall in 
the next grade, say Oomra. for example, and be tendered as such? 

A. That is not the case at present. We cannot tender Oomra against Broach. 
Q. It oannot go &s Oomra although the staple be better than Oomra ? 
A, Yes. 
Q. Tha.t is a matter of adjustment. The Committee could adjust that? 
A. But the staple and class both cann,ot come under one contract. 
Q. In America or Liverpool they charge something extra for the staple or colour. Simi

larly it oould be fixed up here too? 
A. In New York there is nothing for the staple. It is only in Liverpool. 
Mr. Subba Rao.-It is stated in this work on .. Organised Produce Markets" that . 

.. upland cotton must be given the foremost place and made the basis for all the trading 
rules, always withspecia.l provision for the-more valuable long stapled varieties." You 
get the upland staple as the basis and make allowance for other varieties. Colour,. 
oleanliness and staple all the three are considered in framing the olassification in 
the market.. 

A. That is a suggestion. 'I have not got the New York cotton rules book. There is. 
already at present an agitation in New York tha.t a. premium for staple should be allowed. 
It is a suggestion that it should be !lone like that. But at present there is an agitation 
there. 

Mr. Majmudar.-You know that the Bombay mills have purchased a loi of American 
cotton this year and that the prioes have been higher or lower according to staple and 
colour' . 

A. That is in the ready market, not in forward market. 
Q. Is there a. practice in Amerioa for the mil\s to make hedge contraot>9 and later on to

oall in for a. pa.rticular type of cotton a.t a. oertain differenoe in price above the current 
price of .. Middling"! 

A. There is a. system of call cotton there. By buying it the buyer himself does not buy 
in the forward market but the seller buys it in the forward market. The buyer takes so
many points on· certain delivery rates and when the due date comes or even before that. 
aooording to his own desire he can "call" for fixing the prices. That is the system preva
lent there. 

Q. SO acoording to the staple, certain points are added or deducted ? 
A. In call ootton, not in forward. 
Q. If the same is done here, wonld not all the diffioulties disappear in due time? 
A. I do not think so. Here there is another risk of rejection. At present as it ill' 

I take delivery of 100 bales of Broach in April. I take delivery and put my ootton in 
godown and after 15 days I reissue it and the surveyor oomes and rejects it: 

Q. You mean the same cotton Y 
A. Yes. 
Q. These oases will be few, however. 
A. There are many such cases. There is a risk of losing. 

Q. That risl, is very small Y 
A. It keeps back the buyers and those who take delivery. 

Q. If the cotton has been onoe passed, of course the same cotton wonld not be consi
dered to be below parity. 

A. At present it is so. There is not guarantee that the cotton onoe passed will 
remain at the salge award throughout the 88me Besson •. 

Q. And you oonsider that a ha.ndica.p , 
A. Yes. 
Q. Don't you think the diffionlty wonld be less by having one hedge contraot , 
A. If there were only one hedge oontraot the market would remain depressed. Ther& 

the question of differences will oome in. The settling of differences is a. point of much 
agitation in the tra.de, the fewer the number of grades tenderable, the better •. 

Q •• But against that there is this diffioulty at present. Supposing Oomra. is scarc,:;. 
'\ben the differenoe between Oomra and Broaoh is narrowed down, although Oomra ISo 

usually a. oertain number of rupees below Broaoh.. . 
A. That is praotioally a squeeze or oomer. All these thmgs happen 011 and on and. 

thereby upset the ootton markets and also the manufaoturer •. 
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Q. If at that time the mills want to purchase ootton, they are not able to get it at; 
the right price because of the squeeze. . 

A. il:vea then it would happen for ready market. The prices 80re ruled by supply and 
dema!ld. 

Q. We are talking of the effect of. hedge contracts.. • 
A. Then the millowner has not a chance of buying OODU'a only. He might· get 

Khandesh for example. If he goes to buy Oomra he may get it at a greater price. The 
price will be regulated by the total quantity of cotton but not by the particnlar cotton 
only. It always remaine depressed. 

Q. All qualities of cotton wonld remain on a parity. At present the difference is. 
occ88iona.1ly unneceSB&rily narrowed down. That wonld disappear. 

A. It is narrowed down owing to supply and demand. 

Q. Although the other quality may be av8oilable, still the particula.r qu80lities for which. 
there is a littIe shortage are boom~d up. 

A. Would th80t not happen e,'en if there is one contr8oct.? 

Q. If there 'is one hedge contr8oct, as the total quantity tenderable will be big, there 
would be no difficnlty owing to either squeezes or corners. _ 

A. The difference will be fixed 8occordir..g to that. That particular cotton_which iB 
short will he 80t a. premium. It is for the manuf80cturer afterwards to decide on. 

M,. Majmuda,.-But so fa.r a.s the hedge contr8oct is concerned there will be no 
difficulty due to squeeze or 80nything of that sort. The price in the ready market might 
go higher or lower a.ccording to the quality. or qu8ontity. So fa.r as the hedge market is
concerned, the price will rule 8occording to the total quantity of cotton, and not in. 
accordance with the quantity of pa.rticul8or varieties of cotton ? 

A. It would ~epend upon the suprly of the basis. 

Q. But supposing the hedge contra.ct is for simply" Indian cotton" ? 
A. Without any b8osis, 

Q. Any ba.sis might be fixed, say Bro8och; other cottons to be so much above or helow
Bro8och. 

A. Suppose Bro8och is fixed 80S the basis and 8011 cotton ie tenderable in the whole of 
Iodia. Broach is quoted at Rs. 350; OODU'8os should be Rs. 33O--Rs. 20 less; Bengal 
Rs. 25O--Rs. 100 Ius. All cotton is tenderable. Now-suppose the Broach crop is short, 
what would happen 1 The differences which are fixed at the due date time would be 
inorea.ed. What would happen if the Broach were short is th80t Broach r80tes would 
remain at Rs. 350 and Oor~as would he quoted minus Rs. 50 perhaps. 

Q. In the ready market f 
A. Differences are fixed for the delivery )"gairuit forward contracts. 

Q. At what time of the year ? 
A. At due date. 

Mr. Subba Ra>.-Is not th80t better than being squee:<ed or cornered even supposing 
I haVE to p80y a premium which certainly means a higher price ? 

A. It is one and the same thing. That is squee:<ing. If the ,differences are widened 
i. is a natural squeeze. 

Q. But is there no difference hetween being cornered and having to p80y higher 
prices f I think the two are different. In the case of the comer you have to meet 
more than you can delivew. In this c80se you can deliver only at a higher price becaUSE> 
prices have risen. The price here need not be so high as in the case of having sold short 
more than you can deliver. Suppose the food supply is 10 per cent. shorter tha.n your 
consumption. Then you ca.n be squee:<ed by almost any' amount. But now the prices 
ca.nnot go beyond a certain extent. 

- A. The same thing. 

Mr. Majmwlar.-Supposing instead of taking the basis of Broach the basis is 
.. India.n Middling" and hedg'1 contracts are made on that b8osis, then how would 
th80t affect the situation f 

A. I think that would be quite a new departure and I ca.nnot give any opinion. 

Q. Wonld not your difficulty owing to particular cotton crops being high or iow bE> 
thereby avoided?' _ 

A. Do you take it that there are no manjpnlation or squee:oing in New York! 

Q; But not to the same extent as in India. 
A. Much more. 
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Mr. Subba Ra().~The fieldis larger there. It requires far more finance to comer on 
the produce exchanges in America than in India. The scale is much larger. 

A. Even then there.are so mMly squee;lles and manipulations. I can send you Ml 
artiole written from there. They are complaining against so much manipulation. 
, Q. Not that there are not squeezes. What I mean to say is that in view of the larger 
room for tender the risk is much less than in India where you have got a. narrow contract 
and anybody can comer the supplies. The chance of comering a supply in the New 
York market is certainly less than here in India, because .the supplies here are much 
smaller. You cannot attempt squee;lling in New York with the same ease. . 

A~ May I point out that the New York stock is never more thMl 2la.khs of bales. It 
depends on the qUMltity of tenderable cotton. You meMl t.:> say the larger the tendl'rable 
cotton, the less the manipulation. You say in New York there are less chMloes of mani· 
pulation Mld squeezing owing to the field being larger. I would say that with the crop 
of 16 million bales of America the stocks in New York are never more that 2 lakhs 
bales, while in Bombay I do not think it is ever less thMl 5lakhs of bales. -

Preaident.-Actually in Bo~bay t 
A. Yes, 4la.khs is the minimum. 

Mr. Subba Raa.-5 la.khs is the total. We are now speaking of different kinds. 
A. Sometimes it comes to even. 10 lakhs. 5 lakhs is the minimum. 
Q. That does not affeot your capacity to comer in anyone contract! 
A. May I tell you that this 4 or 5 lakhs is the minimum during the season t Suppose 

in April.May the stocks are 8 to 10 lakhs bales of all the cotton; therefore the tenderable 
cotton is also not less than 2 to 3 lakhs bales •. 92,000 bales were issued in BOlIlbay in 
the J &Uuary contract of 1925. . 

Mr. Majmooar.-Do these 5lakhs include the stocks at the mills t 
A. Yes. 
Q. As regards your statement that in New York there will be only 2 lakhs of bales of 

cotton which could be tendered if there is a squeeze, may I inquire if more could be brought 
in at a short notice if there is any likelihood of a squoo;lle t It is not the actual quantity of 
stocks in New York that regulatE.s the price or makes the squoo;lle or comer possible 
but it is the a vaila bility of the stocks in America. 

A. You admit that there have been squee;lles. In spite of that the stocks have not 
increased. 

Q. Only when the old stocks are low.' These squeel/les hapFen there only at the 
beginning of the season, I suppose for a month. Here there may be a squeeze in 
Oomra at one time. When delivery time for Broach comes, there may be a squeeze in 
Broach, and so on. That is what is going on here? 

A. It depends upon the supply. 

Q. What makes you believe that the 'Japanese and European firms will not make 
purchases t 

A. They will make purchases but they will not take delivery tendered.. against that. 
Q. That would not matter muoh. , ' 
A. It would matter much beoause they would resell in the hedge market. Generally 

what happens is that at the beginning of the season as soon as new orop contracts are 
out the exportsrs buy in the Bombay market. Then as soon as the crop begins to move 
upoountry they begin buying ready cotton there and resell hedge here. 

Q. They will oontinue to sell futures but they will purchase ready cotton whether here 
or in the mofussil. They will oontinue to do what they are doing now. , 

A. They will sell more. 

Q. But they are selling even now. 
A. To a limited extent. 

) , 

Q. Whenever they think it neoessary to hedge, they are selling even now Y 
A. Yes. 
Q. So the same process will oontinue and there is no reason to believe that the Japanese 

and European firms will not take advantage of this single hedge contract. . . . 
A. They will take advantage of this by selling cotton in the Bombay market Mld lSSumg 

delivery orders .. ' 

Q. And thereby you think the ootton market would be depressed Y 
A. Yes. 

Q. But they themselves are all exporters of ootton Y 
A. Yes. 
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Q. Therefore if some issue delivery orders there will be some others to 'take delivery 
and export. , ~. . 

A. Exporters themselves being the buyers, I think that when they issue delivery orders 
there would be very few buyers. They will take advantage of the weakness of the 
forward market. 

Q. Your view is that they will depress the market by continually selling! 
A. Yes. 
Q. Will that not depeni upon the tendency of the' market ! 
A. It always dep~nds. upon the tendency. . 
Pre8ldent.-You said in reply to Mr. Majmudar that it would be a new idea to have an 

.. Indian Middling Cotton" as a standard. I take it that one of the troubles in India is 
that Broach has always been the standardr but that it is now a much less important 
crop in relation to the rest of India than it used to be. Is not that so ? 

A. ~t is important. 
Q. It is important, but it has declined as compared with the rest of India? 
A. I do not think so. There are Broach, Surat, Navsari. 
Q. I know, hut they are not so important as they used to be owing to the increased 

extent of Cambodia, Punjab-American and Tinnevelly cottons. They were not grown 
to a very large extent 20 or 30 years ago. The Broach crop in the old days was the most 
important of the longer staple cotton. That is not BO now? 

A. It 8tands on the same footing as before I think. Other long staple cotton stands 
Bide by Bide with Broach, but that does not lessen the importance of Broach.. • 

Q. But if Broach in the old days was 3/5ths of the whole long staple cotton of India 
and is now 1/5th (the figures are purely illustrative) can you say that it is as important 
as it nsed to be ! 

A. By increase in staple cotton the importance of Broach cannot diminish. Thosewho 
buy Broach buy Broach always. 

Q! If it is' now ouly 1/5tll of the long stapled cotton! 
A. From the point of view of quantity it is. 
Q. Is it the fact that ever since the Cotton Exchange started, Broach has been the 

standard by which all other crops have been valued! -
, A. As far ~I remember before Broach was the popular contract there was Bhavnagar. 
The contract of Bhavnagar was widely used in Bombay. 

Q. When was that! 
A. Thirty years ago. 
Q. For the last 30 years Broach has been the standard! 
A. Yes. . 

Q. And owing to that fact it would be extremely difficult to make a change? 
A. Very difficult. 
Q. Just one point about the hedge contract. You say there are only three working 

now. Whioh are they! 
A. Bengal, Broach and Oomra fine. 

Q. Good Southerns is. not f 
A. No. 

Q. The Committee of the Millowners' Association last year said that the proposals 
which were accepted by the Board of Directors of the East India Cotton Association 
and which were to have four contracts were a step in the right direction. But if it was a 
Btep in the right direction to have four contracts, as you say there are only three, the mill. 
owners' requirements have been met to a certain extent. My point is that last year 
Mesars. Forbes, Forbes, Campbell & Co. put forward a suggestion that there should be 
four contracts instead of five-F. G. Bengal, F. G. Broach, Fine Oomras and Good Southerns. 
The Board of Directors of the East India Cotton Association accepted this in a somewhat 
modified form. They agreed that there should be four contracts but they made a few 
modifications in regard to the option of tendering. However those proposals were 
turned down at the general meeting of the East India Cotton Association held on the 22nd 
June 1925. You have been a D"u-ector. 

A: At that time I was not a DirectOr. 

Q. But you know what happened since then? 
A. The proposal was turned down. 

Q. You 8ay as a matter of fact that in practice there are only three contracts now? 
A. Yes, three. . . ~ .' 
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Q. If the Committee of the Millowners' Association said that four contracts were a 
beginning in the right .direction and might be accepted and there are actually in practice 
three oontracts only, then the Millowners' views have been met to a large extent. 

A. The trade did not like those proposals. 
Q. But you say there are in practice only three now. 
A. Yes. 
Q. -Tben the millowners' views have been met to a certain extent. 
A. There are 6 panels in the tra-de and these did not agree. 
Q. But you say that there are only three now! 
A. The trade did not pass the resolution. 
Q. But in practice there are three .. So the millowners' view has been met to a 

(lertain extent. Your view is that the Millowners' difficulties would be met to a large 
extent if a yam exchange was established. It is an "interesting suggestion which has 
not been put before us before. There is such a yam exchange in Japan I believtlc but is 
there any yarn exchange anywhere else, in Liverpool or in America' 

A. None there. 

Q. Can you give us any reason why.there is none in Manchester! 
A. I believe that there is a system of b\lying call cotton there. Tbat is the reason I 

think. 

Q. In what way, because they have only one hedge contract! 
A. Tbey buy a certain quality from the seller. They say we want .. lIiddling Fair". 

The 'actual rate is not fixed. The broker might tell them tqat he has got 100 bales for 
them-50 poin~ on October delivery. ' 

Q. At what date are you assuming that this cotton is bought! 
A. At the beginning of the season. . 

Q. Give us a month_ny month. 
A. Suppose in December, the millowner wants to buy 100 bales of .. Middling Fair " 

for his spinning purposes. The broker might buy 100 bales at -00 points on March 
delivery· rates. From December to March the millowner has the option to fix the rate 
of that cotton-March deli!ery at his own choice. 

Q. You mean at his option. What can he do! • 
A. He might oall the broker again. Suppose after buying that at 50 points on the 

market goes down. Then the millowner says the market has gone down and that he 
is going to fix his rates for March delivery. Then whatever is the ruling rate for March 
on that date would be fixed. Suppose it is 9 '50 plus 50 which he has paid f?r quality. 

Mr. Subba Rao.-You are not thinking of an ordinary future, but of an option? 
A. Option but not as it is in Bombay. That is for qUality. It is" call" cotton. 

Preaide~.-How does this system make him safer than the Bombay millowner ! 
A. He can fix the price whenever he thinks that the market is low and can also be sure 

of a Bound quality: 

• Q. But the Bombay millowner can always buy cotton.when cotton mlow? 
A. Yes, but he has to fix the prioe immediately. He must buy in the beginning. of the 

season.· 

Q. What you mean is that a Lancashire millowner can wait to fix the price at· the 
time he considers it is most favourable to him? 

A. Yes. 

Q. Whereas the Bombay millowner cannot? 
A. He has to fix the price at the time and cannot buy the desired quality by paying 

any premium. . 

Q. You have no personal experience of the working of the yarn exchange in Osaka ! 
A. No personal experienoe. I may point out that a small yarn exchange is already 

going in a llmall State oalled Bhavnagar at present. The rates are quoted in rupees per 
bale. The differences are paid ever~ week. It is a regular yam market. 

Q. An> you surethore is no yarn exchange in Mancht'~ter y, 
A. I do not think there is any. . 

Ra;a Han Ki8ha" K /Jul.-Do you mind explo.ining a lit-tIe further how the yarn exchlmge 
will Bo.it the conditJons hl're! . 

A. In the yam exchangl' millownel'!l who have bo'lght cotton of the variety that th"y 
want can go and sell their product in the yarn market with reference to the priue al whlch 
they have purchased the cotton. . 
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Q. The conditions in Japan are different. It IS comparati17t'ly a small country. The 
JltlJ'Cbase ill made through one or two firms t . 

A. Tbe purchase of cotton YOI1 mean? 
. Q. Yes; the imports are made by certain importing firms and e17ery millowner has to 

buy from tbem. . . 
A. Only from three. 
Q I do not know how many there are but we ha17e been told that there are only about 

·two firms exporting from India. 
A. Three leading firms. -
Q. That may be so. But in India the conditions are difierent. You lia17e got the mills 

.cabtered onr a vast area. Do you think the conditions would be the same in India, 
.and tbat all the mills could take advantage of this yarn exchange, or would there be any 
difficulty? . 

A. I anticipate no difficulty. It will help the millowners. At present they have to 
go to hedge in tbe cotton market where they cannot deliver cotton bt'cause they have 
not got cotton. They only sell for the sake of hedge. while- in the yarn market if . they 
hedge they can deliver yarn. -

Q. Do you think that as a matter of fact the distan~ mills go in a great deal for ~hese 
'bedge contt-acts t 

A. If the yam ia not saleable then and there they may take adva.ntage. 

Q. Do you know for instance whether the Cawnpore mills go in for these hedge 
.contracts ? 

A. At present there ia no yarn market. Do you mean in cotton? 

Q. Yes. 
A. I do not know. 
Q. Would there be a sill'i1ar difficulty in respect of the yarn exchange 80 far as the 

outside mills are concerned ? 
A. It depends upon the time, I think. They might some times like to take advantage. 

At other times they might not take advan~e. If there is an organisation anybody 
might take advantage at any time. -

Q. What'is tbe reason for tlie number of hedge contract.! having gone down froni four 
to three? . 

A. The fourth contract i9 the Southent, and jobbers and merchants, I think, were at 
the mercy of some of the exporters because tbey were the' real buyers in the Southern 

. market. The wbole market was in t·heir hands and therefore whatever they did the market 
always ruled in their favour and it ia an open thing that when the jobbers do not make 
any money, and are not well protected, they would not like to trade. If . the _ 
-exporters sold the market declined; if they bought it advanced. It was in ·their hands. 
There was no outside trading in thia market. 

Q. And so the trading ceased' So the publio did not take any _interest in that 
.contract' 

A. The trade ceased Blowly after one or two ye. .. rs. The publio did not take any 
interest in that contract. 

Q. The extent of . thia contract was comparatively rmall , 
A. The dealers were smalL 

, 'Q. The quantity of cotton covered by that hedge contract was not small ? 
A. No . 
. Q. Woa that cotton covered by any other contract! 
A. I do not remember • 
. Q. Are there any chances of the three becoming two or one in the future ! 
A. They mayor may not. We cannot say anything. 

Q. Have the prices beeu depressed by that 7 
A. Yas. If these three contracts are amalgamated, the trade would come to 

minimum. 
Q. Has the market got depressed by the Southern hedge contract coming to an 

-end? . 
A. I do not know that. 

Q. Similarly by the other hedge contracts being closed, the market9 ml\Y not be 
depressed ! 

A. The markets may be depressed. 
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Q. Do you mean to say that the hedge contract may not be availed of at all ? 
A. Ye.~. 

Q. I am looking at the' prospects of a yarn exchangc with a single hedge contrac!;. 
A. Yes. From the point of view of the millowners, the yam exchange is more 

appropriate. 
Q. Do I understand you to mean that from the point of view of the millowner the 

single hedge contract would be advantageous, while from the point of view of the trade 
it would be disadvantageous' 

A. Yes. 
Q. That we take for granted. Then as regards the yam exchange, we do not know, 

what the millowners think. Would that be more advantageous to the millowner l!han 
the single .cotton hedge contract or would it be less advantageous? 

A. The yarn'exchange will be more advantageous.. ' 
Q. Pre8ident.-Is there'not this diffi~ulty about a yam exchange? In the United King

dom, as we understand, there is a yam exchange at Manchester and in Japan there is 
one at Osa.ka.. In India there are very few mills which are not both spinning and weaving 
mills but in Japan and Lancashire, I think, it is the case that most of the spinning mills 
have no weaving mills attached to them and moo versa. My point is that if you had a 
yam exchange in Bombay many of the millowners would not be in a position to deliver 
yam because they would want it for their mills, whereas in Japan and in Manchester 
they would always be in a position to deliver yam, because they do not want the yam 
for their looms, as they have none. ' 

A. But what I would like to point out is that even if millowners cannot tender yarn 
yet it is bette,r to hedge in yarn than in cotton--as cotton also, they can't tender. 

Q. Because they do not grow cotton! 
A. Not that; but they are the consumers of cotton, and whatever cotton they have. 

is for their own use and not for tendering. '[he yam of millowners is for their 
own use and so they can't tender and so where is the advantage? -

Raja Hari KiBhan Kaul.-Your suggestion would' come to this: that there should 
be a. yarn and cloth exchange? 

A. A cloth exchange is rather difficult; but I think ,there is a cloth exchange in 
Shanghai. But it depends upon the uniformity of cloth. 

Q. But tha.t would be a much more complicated and difficult matter , 
A. Yes. . • 

Q. SO the yam exchange would take us only half way. You would have to tender 
yam instead of cloth' 

A. Yes. ' 
Q. Mr. Majmudar.-You sa.ythat £he mills cannot deliver cotton as they want it. But 

then the mills do not want the single hedge contract with the idea of delivering cotton, 
but only for the sake of protection. When they have cotton in stock they want to 
protect themselves and with a Bingle hedge contract they can protect themselves. 

A. Yes. That may be somewhat advantageous to the millowners with one hedge 
contract;' but it is not to the interest of the general public; 

Pre8ident.-As regards your last point, Mr. Mehta, that exporters do 'get cotton 
cheaper than the mills, your view is. I understand, that it is merely a qnestion of financial 

'reSources and the ability to set oft one cotton against another and to buy in the 
most favourable markets' -

A. Yes. 
Q. You mean that the Japanese can take advantage of the American market if the 

Indian market is unfavourable and vWe versa' ' 
A. Yes. 
Q. It oomes to this; that the bigger the scale on which buyiDg takes place, the more 

avourable terms you are likely to get' ' 
A. Yes. 
Q. Raja Hari KiBhan Kaul.-You suggest that there should be a combine for purchasing 

cotton, so that the resources of the millowners in purchasing cotton should be enlarged. 
You think that there will be no practioal difficulties in, a combine. We were told the 
other day that a trust or oombine would not be desirable. Do you think there will be 
practioal diffioulties in a oombine for even purchasing cotton' ' 

A. I do' not see any practical diffioulties. At present about 35lakhs of bales are exported 
every year. Out of these 35 lakhs, 75 per oent. is exported by only 6 or 7 houses. For 
the remaining 25 per oent. there are 150 other sunchy exporters. 
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The whole cotton is oommanded by ~hese exporters. To have selected cotton and to 
have good stooks with a good trust of mill owners, it would be advantageous to them to 
have cotton cheaper and of the desired quality. 

Q. There is a certain amount of difference. For instance, with regard to Japan the 
exporters send the cotton all the year round. They have a record of what cotton is 
available and the millowners purchase whatever cotton they want. Here in India every 
millowner can, if he pleases, send an agent to the cotton growing districta and purchase 
cotton of the exact variety that he wanta. • 

A. He cannot alford ·to send a man to every centre, because -one mill consumes such a 
small quantity of cotton. 

Q. We have been told that certain mills are sending agentl) to certain cotton growing 
centres and they are purchasing the exact varieties they want. J n the case of a combine, 
they would be purchasing on a large scale and catering for a very large number of mills 
in the country. Would not difficulties arise in the matter of the exact variety that is 
wanted by each IQill if purchases were made on such a large Bcale ? _ 

A. This trust has not-to &et only as the supplier of cotton to the mills.' It would supply 
to the trade also. Even the present exporters, the Japanese and the Europeans, sell it 
to the trade. 

Q. Then your suggestion is that a trust should be formed for purchasing cotton and 
selling it to the mills as well to other customers and that the millowners may alao 
become members of it ! • 

A. Yea. 

Q. Don't vou think that it will be detrimental to the interests of the grower! Suoh 
combine would Iorce down the prices f . 

A. No. There will be competition between the different exporters. 
Q. You suggest'a combine, because you want to reduce competition. 
A. Not to reduce competition, but to have the desired quality of cotton and to have 

somewhllt cht'&per_cotton. 

Q. That is reducing prioes. You reduce the prices by reducing the competition. At 
present two buyers go there, one bids Rs. ~ and the other &s. 6 and the cotton grower. 
gets the higher price. But if there is only one repre.qentative to buy the cotton, he bids 
only Rs. 5 and there is nobody else to compete. 

A I do not mean that this trust should be combined along with the preSent 
.Japanese and European exporters. 

Q. At present there are four or five purchasers, say. You want a sixth purcbaser, the 
oombine, instead of half a dozen or a dozen people sending their agente separately. That 
you say raises their priCIlB and that is why they get cotton at higher prices than the 
exporters. . 

A.At present there are only very few mills that send their agents to purchase cotton 
and therefore this tru.t will not oust ten or twelve purchasers. 

Q. The other mills get their cotton through Bombay wbere the cotton has come afte2 
being purchased by the Iooal merchants and again sold to the Bombay market. That is 
the cotton has reaclled here at a higher price than that at which the exporters have bought 
it. You want to have a combine which will buy in the local markets. Such a formidable 
combine which will buy all the cotton available in the local markets and have the Bombay 
market in its hands would be dangerous for the grower. . 

A. Thpre will be competition between the Japanese, the European exporters and this 
trust. 
• Q. The profit expected to- be made by the grower would go to the middlemen; that is, 
to the combine! - • 

A. The grower will get his price and there will be competition between these exporter 
themselves. -

Q. There is that competition now. 
A. It increa.sea. There will be one more to compete with these exportem. 
Q. And that, you think, raises the prices , 
A. It won't depresa the prices, at least. 
Q. How do you arrive at this 5 per cent. estimate of the difference between the priClell 

.t which the exporters and the local mills buy' 
A. There is no basis really speaking. 
Q. Only. guess t _ 
A. Yes. 

~o T 422-10 



146 

. Q. It mo.y be 1 per oent. or 2 per oent. or 3 per oent. or 4. per oent. or any thing! 
A. Yes. Tho.t is a guess only. Because twioe or thrice a year the stra:Hlin~ between 

New York.and Bombay markets takes place. Sometimes one is oheaper and ths other 
is dea.rer and 90 on. 

Q. This differenoe or5 per oent. includes the advantage which they make by hedging 
in other countries or purchasing and selling in other oountrie., r 

A. Yes. ~ 

Q. On the basis of the Indian purchases alone the differenoe will not be so much r 
A. No 

Q. What will be the percentage on Indian purchases alone' 
A. . It is very diffioult to arrive at. 
Q. Any way it would be much less tho.n this t 
A Yes. 
Mr.-.'Iubba RM.-W~uld you tell us if the .Japanese are buying their ootton supplies 

through anyone o.gent or through a number of agents? You so.y t~ee or four firm, 
mo.nipnlate the export of cotton. . 

A. They buy through many agents. They have their branches in s~&ller centres. 
Pre8ide'nt.-The point that Mr. Subba Raowants to get at is whether the Japan Cotton 

Spinners' Assooio.tion has one buying o.gency for India as a whole or whether individual 
mills in Jo.pan purchase their 1'84uirements in India separately. What is the agenoy by 
whioh the Indio.n cotton reaches the Jo.pllnese mill f 

A. There o.re three big export houses. They are doing, o.ll the buying. They are o.ll 
over India., There o.re also smaller ones. They are the chief exporters to Japo.n and they 
also export to the Continent. 

'Q. But mostly to Japan Y 
A. Japan and to Europe also. 
PI'e8idenI.-Do they oompete against each:' other f Or 'ho.ve you no information on 

that point Y 
A. Upoountry they oompete. Among themselves they do not compete. 
Q. SO it is practiOlllly one firm Y From what you say they seem to work o.s one r 
A. They work with unity. They won't oompete with one o.nother. 
Q. As the Bombay millowners do , -
A. I do not know that; whether they work with unity. 
Q.' H the Japanese have three firms in this oountry who are working together-you Blly 

that they do not work in oompetition with each other-is not tho.t the same thing as 
having a oombined organisa.tion for buying f 

A. I do not know exactly. But &8 far as I know, they do not oompete. 
Mr. Subba Rao.-You ~y you are Bure about the 5 per oent. liifterence in prioe f It 

may be lesB f 
A. Yes. 
Q. You also say later on that they ha.ve their own branohes, agenoies and oorrespond. 

ents almost in 0.11 the ootton centres of India. I suppose all that mean some expenditure. 
A. Yes. . 

Q. Therefore. the advantage they get by this kind of buying is reduced to very 
amo.ll dimenRions. They have got to po.y oommission to people, and so on. There-
fore where is the speoia.l advantage' ' 

A. These three firms are doing all other business .lso. They import cloth. They 
elCport other things also. They are rsally export houses. 

Mr. Majmudar.-You so.y thlltafter purohasing upoountry, ., they hedge the same in 
the mllrket which is highest in parity, and thus they OIln bring down the buying rate of 
their ootton to a levellower·tho.n others." How muoh do they make by that Y 

A. Tho.t is a guess. It depends upon so many things. 
Q. Is that differenoe inoluded in this 5 per oent. f 
A.Yes. ' 
Q. The profit tho.t they make in hedging here is also inoluded in this 5 per cent. , 
A. Yes. 
Q. And that may be perhllps a mlljor portion of the 5 per cent. 
A. I oannot say whether it is mo.jor or minor. 
Pre8idenl.-Have you Ilny views on the question of an export duty on ootton , 
A. There should not be any export duty on ootton, 
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Q. Why' 
A. The same thing again l the depression of prices. 
Q. Yon are thinking of its ellects on the cotton grower. But the argument put forward 

in favour of the export duty is that it would not really depress prices because the Indian 
cotton which goes to Japan is of specia.l growth :which cannot be got anywhere else and 
therefore the Japanese are bound to pay the price for it. . 

A. America was growing last year more cotton of lower staple and Japan gets more 
cotton from America than from India. 

Q. Your view is that American cotton can be substituted for Indian cotton l that is, 
the lower grade American cotton' 

A. To some extent, yes. 
Q. And therefore, that unless you can pass on the full duty to the buyer, it would be 

mistake to impqpe it ! 
A. Yes. 
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WimessNo.64 

~. A.R.MANEK,BOMBAY 

Written Statement dated Bombay, the 11th AugU8t 1926 

SECTION I-GENERAL 

1. Depression is felt mORtly in Bombay, and in stations up.country it would be 
proporti(Jnately less accorchng to distance, as the cost of conveyance by rail increases. 
It affects them all but c",nnot do so alike, as like most other industries. Some Mills may 
be more effioiently conducted than others. Some may by specialising in certain cloths, 
and UllI.y he able to sell their manufactw'es at a slightly lower rate than others. It is 
also possible to have a slightly highJl' cost of production in certain Mill ... which employ 
all Europeans on higher salaries as Superior Officers .. In my dealings with Manchester. 
I have also found that certain firms and Mills specialising in certain lines of cloth are 
able to sell at a slightly lower rate than others. 

2. I do not think world far-tors could have much or anything at all to do with 
the depression, as at present the Indian Mills are doing a much larger local trade than a 
foreign on~. Besides, the world factors cannot affect Indian Mills alone. 

3. The causes of the present depression are temporary, being due ill my opinion 
greatly to Japanese competition, a.nd also to Governmt>nt's Currency and Exchange 
policy as I will demonstrate as I go along and answer more que,tions. If there were 
serious permanent defects, they wOllld advt'rsely affect salt's at all times or more oftt'n 
than has b,een the case for the last three year~. In my opinion, Currency and Exchange 
policy of the Inman Govp-rnment has reduced v~ry considerably the pUrchasing power 
of Indian agriculturists, ",nd.the Japane'!e competition has intensified the depression. 
I think thA.t these two causeR if removed as far as practi~able, may enable the Mill indURtry 
to pa.y its way even in times of unfavollrable or less favourable mon~oons, as was the 
case in previous years. W orId factlJrs would not affect the Cotton Mill Industry alone or 
to a greater extent than other Indian industries. 

4. If Japant'se oompetition were removell, it is probable the Mills might be able to 
increase their sales more than at present, but there would be no normal activity as India 
always noticed in the cloth trade after a good Monsoon, uuless the causes that now 
op~rate in reducing the purchasing power of the masses are also removtld. This is not 
the case with the Indian Mill cloth only but al90 with Manchester goods. 

5. (a) Most Mills are selling at no profit, and many at a loss. 
6. A further fall in tbe raw price of cotton may enable our Mills to reduce the selliDg 

price as lower cotton would -refluce half the production cost.q, but the same would be the 
oase with Japaneqe Mills using Indian cotton entirely' in the stuffs they export til India; 
cheapt>r (lotton may also bring the cloth pri~e nearer the pUl'('hasing ability of the Indian 
buyer, hut dear cot·ton is not the only'cause of the present de})ression. There arc other 
adverse factors cperating at the same time, and until they are also removed, I do not 
think we shall See prosperity in the industry. . 

7. All practical men handling cloth know that want of confidence in the price of raw 
cotton alone ha..q not in the past oaused such an acute depression, though fluctUAting 
price9 of raw cotton have the effect of stopping forward sales to some extent, and dealers 
buy in smaller lots for preRtlnt req uirements 'only, but there is even then no acute 
depression. But Iluct.uating raw cotton prices alone do not and eannot by tbemselves 
produoe such difference between our Mills-cloth and that imported from Japan. We 
have had in the oloth trade daily fluctuations on a rising market, and also falls in prices 
on a weak market, but these variations are not uncommon in the trade and merchants 
know that they are ordinary natural trade risks which do not cause acute depressions 
a9 is the case at present. But the want of confidence now prevailing is of a different 
kind and ~omething unusual as the very low prices of Japanese cloths in competing lines 
put the Indian good9 out of sale, and deale" cannot stock same for fear of not being 
able to convert them into oash readily "ven with a small loss. 

II. Fall in the price of raw cotton has a retarding effect on future sales and the 
manufaJt.ure of goods, and it reduces the market sale.price but it has not been known 
even in Manchester goods to cause" c"Gsation or great reduction of sales as haR been the 
case with the cloth business for the last two years. I do not agree with the view that 
all oommodities rise or fall to the same ratio or in unison, as the ratio of fall~ for different 
goodq may depend on the demand, cost of labour, or of materials and stocks and other 
oonsiderations which vary with different articles, 



9. The Mills; purchasers are mostly if not entirely agriculturists, who cannot afford 
to buy even lo~ally made finer or more expensive cloths. I consider that the purchasing 
power being about 71 aDnas to the rupee as compared with the pre-war 16-anna parity. 
thll pre .... nt depre08ion in the MillF-cloth and Manchester ~loth is mom than 75 per cent·. 
due to the TyOt's redu'ed purchasing power. 

10. There are in my opinion four clas&es of consumers, viz., 
(a) POOT ryots or agriculturists about 300 millions of them whose incomes on an 

average are about R8. lOO per annum; 
(bl Small traders. such &8 grain-dealers in villageb, dealers in small war,'s, cheap 

hardware. and other cheap necessities of the poorer maRses, including small 
craftsmen. such as tailors. shoe-makers, carpentel's, etc" whose capital runs 
be~ween Rs. 2,000 to Re. 5,000 ; 

(c) Superior Rhop-keepers, and small merchant!! handling tnde with a capital of 
RR. 10,000 _to a lakh, who have to keep their money continually turning; 

(d) Big merohants. big European Rhop-keepers, Importers and Exporters doing 
busin88fl in a la~ge ",ay. Civil al!d Military Officers earning large salaries. ' 
BankE'rs and FinancierR earning steady and large incomes, Zamindars, landlords 
and the like. 

Corurumers of the daas (a) manago to eke out, it is &aid, a hand to mouth existence; 
have no means or perhaps an entirely negligible amount to invest e\"en in silver trinkets, 
and they do not Slid cannot hoard. Consumers of the (6) class are almost unable to 
hoard either in silver or gold, anrl they are the Indian :Mills' customers. Consumers of 
the (e) class have been 80 hit by adverse trade conditions and losses sustained by 
losing the business of their custome1,'8 of the (a) and (6) classes, and like Manchester 
lIlanufacturers they have heen vainly hoping against hope for the past four years 
in spite of live favollrable Monsoons, They have com" to regard gold and silver 
bnllion or bars as a hetter article of m"rchandisc to handle with a smaller but safer margin 
of profit than cloths. In,dian or :Manchester-made,.wherein, with all their exp~rience of a 
life-time they more often 1098 than gain, and wh"1'8in sometimes they find themselve. 
loaded with goods which they cannot move at all at times, whereas in pr~-war times a 
dealer in cloth could always convert bis st~ck of cloth at from two to five per cent. 
according to quality, etc. It is they that have been doing a clever thing to invest in gold 
and silver bars and do a litHe dabbling in them. I think they do this trade more for 
the sake of its being a safe trade than on account of gold and ~ilver being now cheaper 
than before. 

Even thepe well.to-do consumer:. buy less now than before, but coO&umers of classes 
(b) and (e) only' buy wbat they actually cannot avoid buying. I uRed to buy three snits 
every year. anel for the last two years I have not bought any eXolept a few new shirts, 
Bocks, eto., and try to avoid pur~hasing as much as possible having to e~onomh.e as much 
&9 pOBBible. The fact rcmains that the 300 millio[! ag1'iculturi.ts v-ho are the wealth 
producel"l of the country and who constitute the people of India for all practical economic 
~onside·ations are unable to hoy Bufficient cloth for their bare req\liremE'nts and according 
to Sir Viotor Sassoon buy only 71 yards of Mill and :Manchester cloth. My opinion is 
that their reduced purchases not only in cloth bnt in all other necessities of life are the 
canOl! of the abnormal and gpneral slackness of trade. Indeed they must be only buying 
.,Ioth to avoid nakedness of their family and even for this cloth-purchase of necessity 
they must be drawing on their meagre store of money necessary for the feeding of their 
family for a wbole year. I attrihute it more to the Government's Exchange policy than 
to other causes. but I will revert to this matter wben I am dealing with Indian Exchange 
and Currency. ' ' 

11. Lack of organiRation geneTally among millowners so far as a joint policy for sale 
or labour, ett' .• is concerned may lead to not a~ good a progress as could he expE'cted from 
the industry, but it has not led to any vory acute depression Buch as the prescnt, during 
the Ja.,t 50 years of the industry, and it is not fair to th"m to attribute the present 
dep1'8Bsion to this cause since there are other more apparent and convincing nauses that 
point to being the most probable cause. As an Invel!tur" I grumble with 'good' cauae 
that in the specified direction of an active export-sales campaign they are not as pushing 
&!O I expect them on account of my experience in the textile trade, yet this defect is not 
the cause of the pr.esent depression. • 

12. Depression has affected all (al, (6), and Ie), but the fact remains that even if there 
were no mills closed down or in liqnidation, there i9 none tbe less necessity tll safeguard 
all our industries if they are threatened "ith unfair foreign competition, or for the 
removal of those causes that ollerate ag!\inst their nndoing. 
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SECTION n 
Nature and e~ent of competition belweenimported goodB and those of Indian manufacture 

13. Since 1917, the yarn exports to China from India have been steadily falling from 
1431 million Ths. to 141 million Ths. in 1924·25, that is, to about a tenth part. The fact is 
very forcibly brought to our notice that Exchange plays a most important part in the. 
export trade. In 1917 our exports of yarn to China were only about 22 million Ths. less 
than those from Japan; but in 1924 we were 43 million Ths. less. In 1920 China on 
aocount of its favourable exchange bought from us 361 million The. more of yarn than 
from Japan, but since 1921 since the unfavourable Chinese exchange and on account 
of the very low Japanese exchange Japan has outstripped us in our yarn trade with 
China, so that in 1924 our export was only ird that of Japan, viz., 201 millions agsinst 
Japan's 631 million Ths. Japan's exchange with India was entirely in favour of Japan _ 
in 1924, being 116 in October, 112 in November, 110 in December and lowest in January 
1925 at 107, and 109 in February, and continuing very low throughout 1925, being on 
an average of 1131, and it injured not only our trade in China but also in India. I 
think exchange had a great deal more to do with it than anything else, and I do not 
think the expansion of the weaving industry in India led to decreased export of our 
yarn to China since 1917 but rather the reverse. 

14. Italy and Holland have been supplying India with a kind of fancy trouserings, 
oheoks, shawls, and cotton blankets, eto., and also coloured yarn (Turkey red), et~., for 
some years even before the W &1, but they have not been serious competitors of our Mills, 
and their PRce has never been so unfair or competitive as to oblige us to take any notice 
of them and they never depressed ana cut out Indian Mills' trade. Except for the 
competition from Japan, other countries' cloths have not had an effect on the prices of 
mill-cloth. The Government's exohange and currency has the effect of reducing the 
amount of sales but the depression oaused in prices is entirely due in my opinion to 
Japanese competition. 

15. The competition is in yarns 11s/30s mostly and also in 30s/40s and in oloth 
in all grades upto 40s. This should be an exclusive field in India for the Indian Mills. 

16. Mill-owners ought to be able to give the figures for comparison. 
17. In 1924 and 1925 mill-owners complained of being unable to sell below or at 

produotion oosts. 
18. In 1924-25 it was stated that the Japanese low exchange enabled goods to be 

placed in India at about 30 per cent. advantage. If this estimate be correct, it may be 
possible to compete witn Indian Mills in foreign markets, even below Bombay's produc. 
tion costs. 'l'he Japanese got their Yens 100, scoring against Bombay Rs. 38 when 
their Exchange was Rs.112 at end of 1924 plus their 10 per cent: Consumption tax refund 
apart from any advantage of double shifts, eto. No industry can be safe against the 
depreoiated exchange ~f its competitor; 

19 •. A Dealer in Calcutta told me in 1924 that Calcutta was importing more and more 
Japanese yarn 40s. and that Madras yarn which was selling well there had been aln..08t 
replaced by Japanese. I am afraid the percentage will increase in 40s. and higher counts 
till suoh time as they oan compete with India and Manchester and then they may attack 
21 to 308 also. . 

20. I agree that Manchester does not compete extensively with Indian Mills goods 
in ooarser cloth and though I do not speak for or on behalf of Manchester or the importers 
of Manchester piece goods, my experience leads me to the belief that there is ample field 
for both in India, and Manohester has a wide field in its lines of finer goods and that it 
will always have a field to itself for its finish, and comparatively defectless cloths. 

21. I accept the figure but it would not have been the case but for the low Japanese 
exohange and other unfair advantages against which our Mill Industry ~ightly complain. 

22. I aocept the figure, but price for price, I think the imported goods give better 
value and finish, mostly in cheoks, trouserings, blankets and shawls. _ 

23. If the sterling exchange remains at Is. 6d. I am of opinion that at present on 
a.ooount of general trade slump, and so long as it lasts, Manohester will do a smaJler 
business, and the lB. 6d. exchange will not improve trade but- will decrease it, as the 
proposed lB. 6d. has the effeot of reducing the purchasing power of the Indian. .A8 
regards J~an, so long Japan has no safeguarding duty imposed against her and so 
iong as she enjoys the unfair advantages complained of, she will keep increasing her 
Imports to the disadvantage of our Mills. '. . 
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As regards italy, she has so fs;r comp.eted with lI,nchestet, and though she had a 

fairly good trade even before the War, her low Lira Exchange haa accentuated her com 
petitioD tempora.rily and I am not aware of her serious competition with- our Cotton 
Mills. She has however been doing a better business in artificial silks and in woollen. 
mixed goods. • 

24. The Japanese Cotton Shippers' letter dated Bomba.y, 20th February 1926, states 
that Japanese expanse in cloth and yarn in India is at the expenae of Manchester more 
than of Bombay Mills (see page 51 of Millowner Statement). Japan will capture still 
more of Manchester', trade in India but it remains to be seen whether it can ever beat 
Manchester in the very supeIior grades of piecegoods which will, in my opinion, always 
be Manchester's strong point. Japan will be everybody's competitor not only in India 
but in all markets where very high quality and finish are not necessary. 

25. See my reply to question 18. The Japanese is a much keener business-man 
than some of our mill-owners, and although they may be very clever in mixing cotton,' 
and it is said that in the piecegoods sent out to us, a part is of a cheaper grade cotton 
and that therefore they have about 75 per cent. of the benefit of Exchange, that iE, in 
1925theyhad 75 per cent.of benefit of Rs.3S in exchange olthe total c.':.J. cost on Yen 100, 
or Re. 27 on every 100 Yen of price, the mill-owners appear to have taken only 50 per cent. 
inatead of 75 per cent. gain in exchange on the cloth they ship to us for the Indian cotton 
used on the supposition that the cloth coming to us from Japan is made wholly of Indian 
cotton. I think Japanese exchange is trds responsible and the other advantages to
gether constitute about ltd of the Japanese competition. At present rates of exchange 
their estimate as per paragraph 57 of their representation appears to be about right. 
They do not appear to have provided for the difference of efficienoy (during double shift. 
work) between Japanese and Indian labour. -

26. Exchange is a most important factor to be' reckoned with in mercantile and 
industrial dealings, and in future we may have trouhle with Italy on account of her low 
exchange if she takes to competing with Bombay' Mills in staple greys, but SO long as 
she confines herself mostly to striped and coloured goods, their competition is no.t so 
harmful as that of Japan. • 

27. All far-lighted business-men realise that a rate of 18. 6d. Exchange is a Bounty 
of 12; per cent. to all foreign m~nufacturers in our Home (Indian) market and 9: like 
bounty againat out Mills' manufactures in the markets outside India. The relation 
of India and United Kingdom in the matter of Sterling Exchange is on a different and 
more serious plane, as England or London is our Clearing House' or Financial Banking 
medium, and almost the whole of our exports are financed through London. The loss 
of 121 per cent. on the entire gold we receive in payment for '!ur produce in its tranait 
from London to India is crushingly ruinous and it cripples the entire surplus purchasing 
capacity of our agriculturists, because it is just this 10 or 12 per cent. of his ~nnual 
income that is lost in this exchange operation, and this crushing blow to him is passed 
on to all of us who are interested in selling our merchandise to him, whether such merchan. 
dise is imported Manchester goods or other British manufactures or whether they consist 
of locally manufactured goods. The effect of this blow will be realised by us next year 
when we study our trade returns. I therefore trust that this 18., 6d. rate may not hi! 
stabilised. It will undoubtedly seriously affect the Mill industry as its customers are 
preponderately the 300 million agriculturists. I would sooner that our agriculturists 
lost only Re. 1-8 at Exchange 18.4d. in their annual total purchaae than'lose Re. 12-8 
which they do by this inaidiolJ!l and invisible tax,viz., the Is. 6d. rate. I cannot too strongly 
condemn it. _ 

28. Under the present circumstances, the mill-o~ers' estimate is about right, 
although I think a further 3 per cent. should have been allowed on account of the lower 

. efficiency of our mill-operative. 

29. The benefit in freight charges and the lower rate of interest, etc., ought to have 
been ascertained by the Government of India or the British Diplomatic body in Japan. 
They can do it better than business-people. 

30. If we have a strong financial position or credit, we always buy from. Manchester 
on four months' DjA terms, and we used to do the same for our Continental purchases. 
and again. Continental manufacturers used to send to India large stocks of commodities 
for consignm.ent sale, but I believe our mill-owners also in some cases of reliable parties 
give 30 days' credit, but I do not know whether it would be desirable at the present 
very bad times to emulate Manchester's example. . , 
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31. We can'.get Manchester to.comply with and also Continental Makers to carry out 
all our wishes as to quality, finish and packing .and it goes without saying that our Millll 
fIIust do the same, in, their export trade. 

32. I have not noticed any particularly. 

33. The following decreases in, our Mills' shipments are markedly noticeable:
Exports in 

1913-14 1925-26 
Yards_ Yards. 

Aden and Dependencies 5,162,600 1,656,630 
Straits Settlements (including Labuan) 871,321 462,199 
Mauritius and Dependencies .. 1,111,906 421,108 
Egypt . . . . 1,975,350 372,650 
French Somallland.. 1,835,480 62,732 

34. There is a decidedly growing tendency towards finer goods on the part of those 
purchasers in Class (b) and (e) referred to by me in my answer No. 10, but this does not 
apply to the 300 million agricultur'.sts, with whom we are principally concerned as 
customers. 

Section IV-MiU Management 

40. No two business-men can agree as to what is really "reasonable efficiency and 
economy n. The Japanese claimed or somebody claimed on their behalf that their Mill
owners were more eftici€nt than the Bombay Mill-owners, and I say that the Cotton 
industry of Manchester and their methods of sale and sale-poEcy is a model that can be 
emulated with advantage, and I am of opin:on that as regards co-operative organizat:on 
the Germans cannot be beaten. The" measure of efficiency and economy" will therefore 
always be an abstract thing. Unless there are negligent and dishonest persons in charge 
of an industry or business, I think with some rare excfptions, which happen in all trades 
and in all Countries, our Mill Industry can be taken as satisfying the criterion of " The 
British Safe-guarding of Industries Act", and perhaps we cannot improve on the 
personnel, but the industry can be safeguarded as to proper management and control by 
modifying and making more stringent penalty-clauses in the Indian Cgmpanies' Act. 
We hear complaints about the Jute Mills also as to the speculative purchase of raw 
materials, etc., anonymously and we shall always have such complaints, but I am satisfied 
with the dividends paid. . My contention is that human organisations cannot be quite 
perfect, and we must do the best we can with the material, skill, etc., available in this 
country. 

41. There is considerable senseless agitation here and more at Calcutta aJJout t.he 
.. Managing Agency" system. I would not have invested a pfnny in any other system, 
viz., that of a competent manager be:ng given the power that the Firm of managing 
agents have. A respectable and honest firm of Managing Agents is a better security 
for honest and efficient management than the "Manager" system advocated. The 
share.holders or Investors have and can have a better power of control or revision of 
the managing agents work or review the same in greater detail annually byamendirg the 
•• Indian Compani£s' Act ", but I think nothing can beat in this Country the system 
of managing agents with a powerful and· technically suitable Board of Directors. The 
Jute, Cotton and other large industries have to arrange finance for working expenses, 
raw material. etc., which runs into large figures. In times of money stringency as at 
present when Banks do not give loans as freely as in good-sale-times, it was this system 
that has stood the strain. There is always greater security in Firms than in individuals 
and I do not think any case is made out for a change. There may be bad managing 
agents and the only remedy is to have some power through the Act for Investors to 
change them in (lases of proved neglect, pecnlation, or incompetencl'. 

42. There are, I believe, only two Mills in Bombay that are paid commission on 
produotion, and the rest all gEt commission on net profits. Everybody here prefers thl' 
latter system of remuneration from an Invl'Btor's point of view. 

43. Some Agents, I bl'lieve; get an allowance for Office expenses, whilst otherS charge 
what they expend. (a) I do not know of any Agents being allowed commission on 
purchases of cotton, and I should strongly_oppose it in the case of my investments. 

(b) On pttrchalleB of machinuy.-I would not oppose it if it were to apply to those 
Managing Agents who are special agents in India for such machinery as we should have to 
pay them commission on purchase of Mill Machinery in any case; IUld to save huge 
commissions an<J. frauds which sometimes happen, I would prefer to buy my entire Mill 



153 
Machinery by paying a reasonable commission to my own managing agents specialising 
in the line. There are instances in other industries where bad or inefficient or inadaptable 
machineries are sometimes purchased, and such initial blunders are a drag on the success 
of the venture. 

(c) On aalea of yarn and c/oth.-The system of selling agents in my opinion is faulty, and 
though it is generally stated that it is suitable for India, I am whole-heartedly in favour 
of the Manchester system which has stood the test for many years, modifying it slightly 
to suit Indian conditions. Rather than have the existing "Selling Agency-Monopoly 
system, I think it is preferable to have the Managing Agents also as " Selling Agents", 
provided they have a eeparate "selling department" whose business it would be only 
to eell their Mills' product, but it must be under the control of the Managing Agents' 
office as regards fixing of eelling price, contracts, etc., and must be subordinate to it. 
There is some advantage in it in as much as it prevents inter-competition between the 
eelling.agents if they are different for different mills of the group for which a Firm acts &3 

Managing Agents. 
(e) On insurance, why not, if the Managing Agents are special Agents for a Fire or 

Marine Office, as they have nothing extra to pay for premium in addition to what they 
would have to pay if they effected their insurance through outsiders. It had the advant
age of avoidance of mistakes in declarations, and the benefit of prompt and adequate 
settlements of claims. It is one of the duties of the Agents to insure properly, but that is 
no reason why they shonld forego their commission or emoluments of the Insurance branch, 
activity of their business, and I also eee no reason for them to give up their insurance com
mission to the Mills. Such emoluments have the effect with honest managing agents of 
the desire to manage the Mill business better lest they should lose all the emoluments. 

(n On MiU 8ioru, coal, eIc.-1 would praIer to buy my mill-store and coal from the 
eeparate· DepartmEnts of my own Managing Agents, as in buying from outsiders, petty 
dealers, contractors and the liko, there is always the danger of getting not the identical 
quality of goods and of nearly same goods instead, less weight and of frauds and secret 
oommission of engineers, etc. No Becret COmmla8tona or reaerve:l commi,'8tonS on the part 
of managing agents should however be tolerated, and with good Auditors, share-holders' 
interests could be protected. 

44. In India most industries have Managing agents, viz., coal, tea, jute, oil and flour 
mills, etc., and I do not consider the ay8lem detrimental, dishonesty apart. 

Sectio~V-M;U Finance 

47. I do not think that a Month's Bonus given as a Bonus and not as a part of wages 
or in cases where extra prosperity warrants it, even two months' wages to operatives and 
jobbers, etc., is unduly libe~ Bonuses, judiciously distributed, when merited, and 
certainly not as a matter ot course, or as a demand, are an incentive to better work, and 
lead to greater efficiency. . 

00. Investments in allied concerns without the special sanction of the share.holders 
of the lending Mills are undesirable. The Companies' Act should be amended·if there be 
no provision to prevent it. 

01. The Mills find it more difficult to obtain finance now thlin in pre-war times, on 
account of Bankers' reluctance to lend on cloth which does· not get converted in.to cash 
as ~y as before the War. Difficulty in getting finance and heavy interest have 
increaeed proportionately the cost of productions, and this is one of the reasons .why 
80me Mills pay a greater dividend than others. . 

Sectton VI-General 

03. I would not make any investments in a Mill with less than 1,000/1,200 .Iooms, 
and 45,000,00,000 spindles to ensure efficient and economioal working. 

li4. Yes, mostly in Bombay. 
07. In my opinion, even compared with Japan, and to a greater extent Compared with 

Manchester, and to a still greater extent, compared with the United States, our Labour is 
inefficient, and also unreliable a.s regards dependability of working without constant 
8upervision. 

5S. Bombay Mills are at a slight advantage only a.s regards export business •. but 
they are at a greater disadvantage on account of having to pay Railway freight on Raw 
Cotton and on manufactured goods, which is larger than. the freight upoountry Mills may 
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have to pay on stores consumed. Upcountry Mills have a greater advantage in proxi. 
mity to both the Raw Materia.l and marketB for o9nsumption n~r at hand. 

Labour 

69. As one of thePublio, I have naturally great sympathy for our Labour, and I 
concede that being free men they have the l'ight to sell their labour at the highest price 
they can get, compatible with the reasonable standard of the earnings of a hand.loom 
weaver, and a little more for eity life. There was therefore ample justifioation for them 
to claim dear-food allowance or Bhatta, and for the Mill-owners to grant the same, over 
and above the pre-war basis of standard wages of 1913-14. This is admitted to be 100 
per cent. on 1913-14 standard. Mill labour wages should not be reduced whether there 
is profit or loss, as Labour is concerned with the manufacturing part of the industry 
only, and the rise and fall of the market or any other items that tend to create a loBS in 
the Mill industry is the concern of its owners the share-holders. A bonus i. therefore 
a voluntary gift on the part of share-ho:ders, and the dispute hM been settled for all 

. times. I also concede that on account of our labour being illiterate, Labour leaders of 
the right sort ought to be welcomed as neceBSary middle-men provided they do not serve 
any political or other purpose, but genuinely look after the labourers' interests for labour's 
own betterment and of the industry 88 a whole, and provided that they do not serve any 
selfish interest of their own, and provided also that they can guide and control the opera
-tives. If they are unable to control them, or are afraid to give them sound advise for 
fear of losing their leadership, they are in that case, mere meddlers, and in the interests 
of. the labour they profess to guide and in the interests of the Industry as a whole, they 
ought not to be tolerated, and Government in framing Trade-Union Acts or other indus. 
trial legislation must bear this fact in mint!. Testing them on their work during the 
last strike I blame the Labour Leaders, for not only neglecting their legitimate duty 
of giving correct advise not to strike, but that they by their act of omission, actually 
encouraged them to strike by insisting on their wages (rather the Bhatta allowance) 
not being reduced, although the Mills were working at a loBS, and had the urgent necessity 
to reduce cost of production to hold their own against Japanese competition which 
was most severe in August-September 1925. The wages then in force were 100 units for 
standard wage and a 100 units Bhattil. allowance or a consolidated or combined payment 
of 200 units. Then the index of cost of living was 52, so that the Mill-owners were justified 
or would have been justified if they had reduced the Bhatta allowance to tile level of the 
fall of cost of living to the index level, viz., by 48 unitB from Bhatta or by 24 units from 
the combined wages of 200 units, but they actually offered to reduce it by only half of 
what they were entitled to under the necessitous circumstances, viz., by only III per 
cent. instead of 24 per cent. If the reduction was not justifiable at that time, it is difficult 
to imagine other or greater necessity for Euch reduction. The labour Leaders however 
failed in their. duty with the result that the Mills had to be closed, and the Labourers 
lost very heavily in wp.ges for want of courage on the part of ~heir Leaders to do the right 
thing by them. For the success of the Industry in future I trust the leaders will avoid 
such communist tactics of strikes and yet more strikp.s. The Mill-owners' remark in 
paragraph 64 is therefore quite justified. The 1913-14 unit was 100 or Ill' 6 as compared 
with 1910, and the present wsge unit is about 200 of 1913-14 level or an average of 228' 6 
on the 1910 basis or standard. The manufaoturing oharge is double of 1913.14 level 
roughly, and it is roughly about 33 per oent. of manufacturing cost of a plain grey cloth 
according to the table on page 27 of the lIfill-owners' statement. 

65. Bonuses granted have not led to the present depression~. 
70. It affects the export trade as it means a comparatively lower price. 

Overhead charge8 

85. From the point of view of an Investor, I would blame the Mill-owners if they as 
our executive agents, were not covering insurance for the cost of block, stock of cotton 
and cloth and yam at sale-prices to include profits on contracted goods manufaotured 
ilnd held for delivery or for unsold goods at current market-price. I understand the same 
is done with jute mills. 

86. Depreciation should be a oharge on propts and well conducted Mi.lls provide 
accordingly. 

Salea 

89. The majority of Mills in Bombay have given a monopoly of sale for the whole 
of India to .. Selling Agents" on commission and these men guarantee the Buyers taking 
delivery. I am an admirer of the Manchester system, which gives monopolies of aale 
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to nobody, and it has served the Millg' intereets very well to sell through Shipping Housee 
who have their own profit 88 an intereet to increase sales. c The Bombay Mill·owners 
favour this system, but some Ahmedabad Mill·owners send goods to Calcutta Agents 
on consignment, and have no sole Agents for all India. Some Mill-owners have their 
own Belling-shops and attend to the selling portion of their business themselves depart. 
mentally, which approache. the Manoheeter system, and I prefer. it, as therE! is every 
probability of Selling-Agents being not able to reach all con,uming centres, and I am 
of opinion that there should be independent Special Selling Agents for important distri. 
buting and oonsuming centree like Amritsar, Delhi, Cawnpore, Madras. Calclltta being 
a very important and big market, the· Mill should have its own Officee under.a capable 
and respons;ble officer with power to act promptly and give him discretion to effect sales 
in urgent cues. As regards exports, they are not a patoh on Manchester, and perhaps 
on the score of economising in running expenses, Mill Agents have not maintained Agents 
or Special Representatives (not local merchant) in important Export Markets. They 
have been handicapped by Iabout inefficiency to .(1. certain extent as regards a fixed 
standard of qnality, and opinions will differ on the ground that M",nchester's system of 
sale is not possible for them. I think, that it would pay our Mills in the long run to create, 
develope and maintain certain outside Markets, notwithstanding the handicaps they 
have as compared with German, Italian, Japanese and ~erican Governments who go 
a great way to help their industries. This is a failing of the British Government and the. 
Indian Government is no less to blame for not only not encouraging, but ",Iso for not 
helping, Indian industries at all 

It has also been stated that the Mill-owners and their Selling Agents are easy
going in matters of export, and that they throw their customerir i!l foreign markets 
overboard when t·he home demand is brisk and easy to fill Mancheeter; on the contrary, 
will do its best to accommodate foreign buyers to retain their trade. The foreign traders 
appreciate this reliability on the part of Manchester so much that they often maintain 
their own established qualities in their respeotive markets on a rising market at little 
or no profit, and I have also done thE' same. It is safer for the Mill-owners not to depend 
so much on the Indian Market, and to tenaciously cater for and hold outside markets 
even at a small loss even though the looal markets be ever 80 strong, but they rightly 
oomplain that the Indian Government givee them neither help nor encouragement, whioh 
is 80 unlike the polioies of all other Governments that it is diffioult for all moderates 
like me to refute the oft-repeated remarks of Swarajists that the Indian Government is 
solioitous of all other intereets but those of Indians, and indeed the Currency Commission's 
Report is a case in point. The industries will also suffer but Manchester will suffer no 
less. They have no chance now of increasing their sales in this Country, which are already 
at a low leveL The Government of India is no doubt very much to blame for their 
neglect in the past, and I hope they will in future make up for lost. time. Indeed this 
neglect W88 brought home to me very forcibly when the Bureau of Foreign and Domestic 
Trade in New York, placed in my hands a Handbook, compiled by one of those textile 
experts whom they send' out to foreign countriee to study. the openings for American 
trade, which treated in an exhaustive and comprehensive manner of the Piecegoods trade 
of India, with special reference to Manohester Pieaegoods. Not only that, but they also 
had on record and for inspeotion of American Textile Manufacturers, a complete range 
of samples of cloths referred to in the Handbook, and oopies of Standard and otberIndent 
or Contract Forms of Karachi, Bombay Native Piecegoods Association's, Calcutta's 
and other forms for Piecegoods and Sundry goods. When will our Government wake 
lip to their duty in this matter? Out Agriculturist economic condition is said to be very 
bad and 88 it is every Government's primary function to see that its subjects are 
provided with employment or to give them doles, every well:conduoted industry 
employing large number of men is a help to Government to take some load off its shoulders 
to find employment. Help from Government to industries to develope home. and 
Foreign trade is a gain to the population and thus relievee Government of part of its 
burden. 

90. So far as I know there is no long credit system prevalent. The 3 months 
godown due system adopted in Calcutta in respect of Manchester li.nd Continental Piece
goods, eto., is not desirable and is complicated, and I think the preeent 30 days' credit is 
enough. 

Section VII-Buggeated .Remedies • 

91. There was no duty on Machinery in 1895 when duty was imposed, and I think 
it is very desirable that duty on Machinery and Mill stores should be abolished. 

97. Company Super-tax being a tax on enterprise should be abolished especially 
as it is a sort of double tax on the industry as share·holders already pay income-tax on 
their profits, 
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98. No industry should-be taxed for local bodies, -except lor water and halalkore, 
and town:duty and all other municipal, eto., taxes should be done away with. 

99. Railway freights on all piecegoods, being a necessity of life, much more than iron 
and steel, should at least have a what is called in Railway Tari1l .. special class" rate. 
Port to Port rates should also be specially low rates. In fact we had such rates 25 
years ago. 

102. I have trltvelled to Japan and the United States and 1 think there is a great 
necessity for such Trade Commissioners, and it cannot be too strongly recommended. 
We shoulcl have such Commissioner~ in the British Colonies also to promote inter-imperial 
trade. - . 

. 103. It is only fair that all our Industries should be enabled to compete with other 
oountries in foreign markets on at least equal terms, and certainly not on disadvantageous 
terms as is the case now if the exchange is 121 per cent. against us and shipping disabilities 
for freight, etc., and I advocate strongly the Mill·owners' proposal that our Mail subsidised 
steamers should give .facilities for equally competitive freights for our export markets. 

104. Yes, I am in favour of 13 per cent. against Japan on account of the unfair advan
tages that country has over us at present, but not always. This should not be on all 
imports except in the case of those cOllntries which also have unfair advantages of 
depreciated exchange or any other unusual and unfair advantages which would make 
their cum petition in the tndian Market unfair to local industries supplying similar goods. 
(c) It should be on all yarns and cloths upto counts 40s and below. 

105. Yes, such a duty should be levied temporarily and till such time as those 
disadvantages against our local industries continue. 

106. In my opinion, it will affect only those cloths and counts of yarn against which 
such special duties are imposed and not on all cloths and counts of yarn. Though lower 
competitive prices have the tendency to lower the prices of other cloths in sympathy, 
on account of loss of confidence for the risks of forWard business incidental to this
trade, the raising of prices of a few items of cloths, etc., has not correspondingly the 
effect of raising the prices of all kinds of cloth or yarn, at least not to any extent worth 
consideration, and it is infinitesimal. I have not noticed it in my dealings. 

Effect on cost of living by the proposed safeguarding duty.-It is indeed surprising how 
even clever people do not realise the difference between a .. Safeguarding" or .. Counter-

. vailing .. duty and (what is understood usually in the popular sense or as it is understood 
in Japan, Germany, Italy and the United States) .. Protection" or a protective duty. 
A safeguarding duty removes an unfair burden from a home industry without in the least 
increasing the cost of living, whereas a .. Protection" in its commercial, political and 
ordinary sense means a duty imposed for the deliberate purpose of shutting out from 
equal competition with a local industry all foreign manufactures. The Mill-owners 
have distinctly said that they do not want .. Protection" which Japan itself practises 
and shuts out all foreign goods that compete with its home trades but they only want 
just that amount of " safeguarding" duty that would offset, counteraet or nullify as 
far as practicable the present unfair advantage whiclJ. Japan in particular has in our 
home market against our home industry, and they liave every right to claim to be 80 " safe
guarded u. I go further and say it should be the Government's duty to safeguard them 
unasked and not only that but that it must be Government's duty to have a "Safe· 
guarding of Industries Aot " on our statute book for immediate use and not after con- . 
siderable damage is done. Now as to the fallacy. The" Countervailing Duty" 
that the Mill-owners claim is not a " protection" in any sense whatsoever and therefore 
it oannot and does not increase the selling price to the consumer higher than the 
normal price he would have to pay had Japan none of the unfair advantages she now 
has. Thecountervailing duty will put Japan on the same-Ievel as our mills are in regard 
to produoing the oloths and yarns in normal times at normal costs, and to selling them 
at normal prices. This countervailing duty does not put our mills to any advantage 
as against Japan, but would plaoe them both on an equality of competition, 
and the oonsumer will have to pay no higher price than normal. Besides, the 
oonsumer does not want to fill his requirements at a price, which is less than the 
mills' production costs, nor at a price which would give the mills no profit. Neither 
is it the duty of Gov6l'D11lent to see that the consumers get their cloths at such abnormally 
low or at losing prices. It is an adventitious oiroumstance that puts Japan at such 
unfair advantage against our mills, and that can hardly be any reason for anybody, 
much less for Government, to let matters slide till our mills' losses due to such unfair 
competition ruin the industry. Besides, circumstances have shown that the imports 
that so disastrously oompete with the manufactures of our mills are' only about 10 or 
11 per oent. though they are sufficient in quantity to bring about a deterioration in Bazar 
prices and to cause disorganisatioD iu the cloth market (both Indian and Manchester). 
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and the Ame are only a tenth part of the comsumption, and &8 such they cannot inorease 
the coot of living. If there he any very infinitesimal increase, it is one that can be safely 
ignored when the life of our mill· industry is at stake and when by its clos~ ab~ut 
6 million of the population would directly or indirectly suffer. Another consideratIOn 
for us to regard is that healthy competition on fair and equal terms is healthy for any 
trade, and nohody expects Government to do more than bring about that consummatif)~ 
Again, it is not a good policy to let a well·established industry be prejudiced or ruined, 
for any temporary advantage which our consumers may get only on 10 per cent. of their 
requirements in cloths and yams as against the remaining 90 per cent. from regular 
sources of supply. If no action is taken, it would be-from point of view of eC,onomics 
a very bad policy. The United States had to enact anti-trust laws to prevent manufac
turers and others adopting the tactics of selling certairi goods at or below production. 
costs by powerful trusts till all competition is killed and then prices are raised at the 
uncontrolled will of the Trusts, sirice all competition has been previously got out of the 
way. / 

107. Even with the increased Countervailing duty, there would be n9 displacement 
of Japan or others from our Market; and there would be no violent effect on the market 
at all but thirigs would go on &8 normal, and the sales mayor may not increll-se to any 
noticeable extent because, in my opiriion, Japanese unfair exchange is one of the causes 
of depression. 

108. Internal competition is desirable to keep prices to an economic.level both locally 
and in the whole of India. If prices in Sholapur were too high, there' would be rush of 
.tocks from Bombay and via ver8a. . 

109. In 'the present circumstances, a safeguardiJ:ig duty should be levied, if the prices, 
ruling at present, increase to come up to the normal or economical level. The present 
low prices are abnormal, As a general rule, the question has to be considered on merits 
and circumstances ruling at the time. ' 

1I0'1 I do not agree with th~ view of the Millowners. The prices must rise, I mean, 
the iritemal price, and yet consumption may not be checked. There are so many circum
atances operatirig, that a strong demand and a low stock to meet it often takes goods 
illto oonsumption. --

Ill. The iricrease of duty in the present particular circumstances will rectify a wrong 
and will remove an abnormality, and the question of increase of prices does not arise, and 
the comirig to normality will certairily be in the best interests of the Mills and iri the long 
run of the oonsumers also, as the iriterests of the consumer lie in healthy competition 
beirig mairitairied. In paragraph 121 of Millowners' representation, the conclusion 
drawn is on a different point and I agree with that conclusion, which brings out a fact, 
which is unfortunately overlooked, that when economics or the laws of supply and 
demand are allowed to take their natural course, there is a tendency to increase trade in 
cloth iri an agricultural country. The population -of India keeps increasing, and therefore 
there should also be a corresponding increase in consumption. There is too much loose 
talk of" world conditions" which cannot affect the consumption capacity of Indian 
people for cloth, and there were five good monsoons successively, which have invariablY' 
led to increased cloth consumption, and the Millowners' figures show that (a) there has 
been no over-production by our Mills and (6) that there has been no increased con
sumption as could ordinarily and' naturally be expected, and as .. world conditions" 
have not markedly decreased our exports, which bring wealth to us in gold, detrimen
tal oauses have been operating from 1919 to 1925 so that the consumption of cloth has 
actually decreased instead of iricre&8IDg. High taxation and consequential high cost of 
livirig without a correspondirig iriorease in the iricome of 300 million of our agriculturists 
are the causes. 

1I2. It is quite possible that if the duty yarn and cloth that- enter India from Japan 
due to unfair advantages were irioreased their goods might be placed at competitive rates 
agairist India to the same or to a smaller extent in foreign markets, but that is no reason 
for not preventirig Japan from doirig mischief in India. The 18. 6d. exchange already 
gives all other manufacturers a Bounty of 12* per eent. and the handicap may be 
iricreased and the Millowners will have to do the best th~y can even with the handicaps. 

1I3. I do not think the hand-loom industry competes with our Mills to any appreciable 
extent. It has a sphere of its own, inasmuch as it turns out either superior cloth or far 
too Iowa quality with Indian yarn, and they will get coarser yarn than hitherto, and as I 

, do not propose to levy additional duty on Japanese yarn above 40. there would he no 
trouble. Till our Mills are capable of supplyirig 40s of even quality of yarn or higher 
counts and place same at competitive prices with imported yarn, and as I thirik there is 
.. n apparent tendency for Mills to uSe themselves their hi~her count yarn of 40sl!,!lq over, 
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I think the safeguarding duty should apply to yam of counts 409 and under and to cloths 
made of only 40H ~nd under, unless Millowners Can show that cloths of higher counts 
also seriously enter into' competition with their manufactures. 

114. Scientific Tariff.-The Millowners shoUld have' explained what they mean, but 
my idea is that this countervailing or safeguarding duty should be kept separate from 
the Import Customs Duty, and must be separately shown on Bills of Entry. To prevent 
trouble, I think to collect it effectively and without much trouble to Customs and importer 
the Millowners ought to submit a monthly statement to the Collector of Customs through 
the Millowners' Association, showing the average production costs of cloths similar to 
those imported on which the extra duty·is to be levied. This average shall be the Tariff 
valuation on which the extra duty may be reckoned at the rate to be fixed. Or another 
simpler method would be to charge a rate per lb. of the various cloths, the duty varying 
per lb. on different cloths. .' 

115. !think that in addition to the proposed 13 per cent. an addition of 12 per cent. buth 
for depreciation and for the difference in efficiency of operatives or labour during the double 
shift would answer the purpose. It is essential that the extra duty to be levied should 
not be on a mere hypothetical and mathematical calculation, as the principle to be 
always borDe in mind is to have an effective neutralisation of the unfair advantages 
enjoyed by the Japanese mills. The millowners' table at page 17, paragraph 57, may be 
mathematioally accurate, but I thlnk it gives only a fair idea of 'the advantage, but as 
to whether it is the correct method of judging what actual advantage the double shift, 
etc., and any private preferences or subsidies they may be getting are or not I cannot 
say. The fact. remains that the effective rate of duty should be about 25 per cent. ad 
valorem or at a rate per lb. or a rate of 25 per cent. on a Tariff valuation for the 
different articles. Constant meetings of the Tariff Board will cause delay and expense' 
and inconvenience. . 

(b) Other 8Ugge&tionB 

116. The agrioulturist'sinterest is paramount, and any measure that is likely to affect 
his inoome from the sale of his produce to his detriment and reduce his purchasing power 
is undesirable. If the duty falls on the Foreign buyer only, it would perhaps be desirable 
to levy a very small duty say from 21 to 5 per oent. It would then be necessary to enact 
at the same time if feasible that all export contraots should be made at a price exclusive 
of duty, otherwise our Millowners may have to pay a price at which export is made. 
However I am not in favour of it, except as a last resort. 

117. Cotton Export Merchants should be in a position to guide ns in this matter of 
amount of duty. .. 

118. I believe, American Banks give loans up to 80 to 90 per cent. on goods manu
factured against firm orders at current rates of interests, and for goods manufactured on 
own aocount by mills, a 75 per cent. margin would be a fair security in addition to the 
personal guarantee of the Managing Agents. The rate we merchants pay on Manchester 
goods is the London discount rate, and I think it should be the Imperial Bank's current 
rate which should not exoeed 5 per cent. It can be managed as an incentive to sound 
\ndustries. . 

119. For those that are not acquainted with the internal working of mills, it is difficult 
to make suggestions, but we find in business with Manchester that different mills specialise 
on oertain oheap qualities of greys and dhooties, which they are alwa.ys able to place at 
oompetitive prioes, and in addition perhaps specialisation may be the means of defectless 
oloths. We find in finishes also oertain firms do better than others. Whether there is 
room for standardisstion or specialisation here is the theme of experts. 

120. Some mills are aleady doing 60s warps and 80s wefts, and there is already a 
good market .for well·finished fine dhooties, etc., in Calcutta and in this one line alone 
there is a very great field in Calcutta. 

122. Bombay mills do study Calcutta.market, but I think they would enjoy greater 
benefit if they had an expert textile and businessman of the mill's own office permanently 
settled there. 

123. Greater attention should be paid to the suggestions in this question. 
125. I consider that o~ mills should improve on the present selling system. Too 

much attention seems to be paid to having a selling agent who is financially sound for 
guaranteeing purposes, but a regular selling force would be better and guarantee 
separate. It is said that too much work is thrown on one or two executives where a 
group of mills are concerned, and economy is the cause of efficient export canvassing 
not being dODe like it is in Japan and Manchester. Otherwise our mills are the pride of 
Bombay and I agree with the Millowners that the industry has been treated as a 
oinderella. 
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Government of India has a responsibility for seeing this industry through all political 
troubles, and along with other busine .. men in !ndia, I think considerations o(the breaking 
of the Japanese Convention of 1905 should not weigh too much with them. as the Conven
tion cannot tolerate unfair competition, and it is not good policy to tolerate injustice 
being done to-the industry on account ola possible retaliation by Japan in her purchases 
of Indian commodities, which she will only buy.from India whilst it suits her, and Govern
ment must realise that where her own industries are concerned she would not tolerate 
for a day the same treatment from us, nor will she allow any of her protected industries 
to be placed under similar 'unfair competition from our side. A Convention to be fair 
must be honourable on both.ides and Indian businessmen rightly resent any Conven
tion being entered into which would place India under disadvantages }'\'ith any other 
country, and no po~tical reasons could justify the continuance of such one-sided treaties 
or interpretation thereof. The 1905 Convention with Japan must naturally presume 
that no unfair competition of the kind we meet with from her was ever dreamt of. 

126. A safeguarding of Industries Act should be on our statute-book. so that Govern
ment may have the machinery ready for action in cases of emergency or nrgency. 

A spirit of co-operation and ready help-quickly given by Governm~t "are very 
desirable. 
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Annezu~e A 

I have received a Schedule referring to Question 114-A as a scheme proposed to 
you for levying import Customs duty under Article No. 103 .. Cotton Piecegoods ". 
The idea of a tariff valuation is a good one so far as it relates to grey goods of low 
counts, 44s and under, forming a very large pa.rt of the grey goods imported into 
India, based on a price per lb. Importers will, as hitherto, declaring tbe width and 
length and net weight per piece, be able to correctly declare their goods under the 
proper h.eading of tariff classification, for the purpose of checking by appraieers and 
·for levymg correct duty. For a tariff valuation, to be workahle, must approach 
as near current wholesale market value as possible otherwise it may he arhitrary 
and either entail a loss to importers if based on too high a figure, 
or cause great loss to government in duty if based on· too low a figure. 
Then again, for a. tariff valuation to be fair both to Government and importers, it 
must have different classes of goods of different. values shown separately in the 
8chedule and must not be grouped together as in the proposed schedule, "iz. :-

"White plain shirtings, mulls, jaconets, madapollams, from the United 
Kingdom valued at a general valuation of 5 annas per square yard." 

The values of all these articles per square yard are bound to be different, and 
in .. mulls " alone there are varia.tions from Rs.· 7 to Rs. 40 per piece of 20 yards 
a.ccording to quality, finish, make-up; etc., and in my opinion a good idea. is 
spoilt and made unworkable by the indiscriminate grouping together of goods 
with widely differing prices. Even for Indian mill-goods there were 48 different 
classifications found necessary. for purposes of the excise duty. For grey goods 
and ordinary bleached goods (as distinguished from highly-finished mulls, shirt
ings, muslins, spots, etc.), a detailed and separate tariff valuation as necessitated 
by different grades or qualities of ~Ioths (grey) of counts 44s and under is essential 
to be easily workable by appraisers without frequent wrangling with importers. 
For highly-finished mulls, shirtings, drills, jeans and twills, in my opinion, an 
.. ad valorem" valuation or the .. real or market value" as defined by the Sea 
Customs Act; Section 30, seems to be working very satisfactorily at present, and 
I do not think importers of Manchester goods, our Chambers of Commerce, and 
even the Customs Department will favour a. change. For 'fine goods, Egyptian 
cotton is used, and there are cheap and very high-priced grades for prints, and 
I think it will be most difficult to compile a correct list of imported cloths even 
if it runs into 200 items, to bring the same into an absolutely fair tariff valuation 
for purposes of levying duty, and even a.ftez;.:putting importers, Customs and 
others to great trouble, Government cannot he sure that the correct amount of 
duty is charged. 

A tariff valuation caD only be worked without hardship to importers and without 
nnnecessary and avoidable trouble to appraisers, and without loss of revenue to 
Government on coarse counts pf 44s greys unbleached or on ordinary bleached 
goods, ascertained by weight. 

. For all other fine goods made of American cotton or of Egyptian cotton of double 
value, by far the easiest, and simplest method. seems to me to continae with 
the present .. market value" appraisement. It has a very wholesome check on 
importers against under· valuations as the Cust.oms have the right to take up the 
goods, at the declared value as stated on the Bill of Entry by importers, for 
the use of Government should the appraisers think that it is very considerably 
under-valued. It is also a safeguard to the importers inasmuch as he can compel 
the Government to accept his market· value figure or take over the goods, in the 
event o~ his feeling aggrieved at the arbitrariness of a too-officious appraiser, which 
is not uncommon in certain cases. 

It has been in e~iBtence for 30 years and although it is a constant source 
of trouble between the Customs and importers over .. market value" ideas, and 
'hough even the Calcutta Chamber of. Commerce thinks that a. .. tariff valuation" 
i8 the only reasonable solution, I think it is not possible to frame a. tariff valua
tion for the constantly changing varieties of Manchester and Continental cotton 
goods, to be acceptable to importers and at the same time to guard the interests 
of Government revenue, and to be workable with as little trouble and friction 
as the present .. real or market value" system in operation doee. 

In order to serve all interests fairly and without imposing too much work on 
the Customs, I propose (A),. tariff valuation in detail of each class of grey goods 
by weight at an increa.sed rate 8ay of 11 per cent. plus any safeguarding duty 
Government may decide to imlJOse a.gainst coun4"ies competing against OQI" ind~try 
~ 



161. 

with unfair advantages of exchange or subsidies, etc., (B) a separate tariff'valua· 
tion for grey goods of connt above 44s to 60s or 70s or 80s, which it may be 
DecB8sary to protect, and (C) an ad valorem duty on all other cotton manufacture. 
as hitherto. 

Conaignment good.t:"":One way of avoiding duty and heavy taxes adopted in 
other countries which have a very heavy protective import duty is to send goods 
from the manufacturing country for .. consignment sale" declaring same .. at 
cost" or a low figure and to charge the manufacturers with a low duty, and the 
importer is instructed to sell at a figure which is very keenly competitive and may 
offset all our efforts to safeguard our industry. It is not always possible for 
appraisers to detect such tactics' or manm,uvres in new styles or in· highly.finished 
goods. 

140 Y 422.-U . 
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Annuurll B 

As representative of an important firm of Calcutta in New York, I made use of the 
publio warehouses there for about 2i years, and I think they are a public convenience. 
They are licensed by Govemment under certain regulation., which govern the receipt, 
storage, cat'tl and delivery of merchandise, wb joh are held by the warehouse companies 
as bailees. They are owned mostly by private companies duly incorporated and obtain 
licenses from Government under certain safeguards. All imported goods from India by 

-the regular liMJ'S are discharged at Brooklyn, where the docks are known as .. Bnsh's 
TerminaI," which is connected 'll'ith interior railways. Bnsh's have pnblic warehoUS8IJ 
there speoially set apart for tea, and others for general merchandise. _ Goods on which 
no duty has been paid or those on which duty has bllE'n paid can be warehoused in these 
public wat'tlhoUS8IJ which are all a kind of licensed or bonded warehouses. Even locally 
mannfactured or any class of non·hazardons goods can be warehoused or stored in them. 

WalTafItB or ReuipIB.-There are two kinds of warrants or receipts in prescribed forms, 
IFhich contain full description in the nsualform, viz., shipping marks or nnmbers, quantity 
and description of contents to correspond in case ofimportedgoods as described in Customs 
bills of entry, which as a rule conform to the cOlllJular invoice and particulars for weight, 
value, etc. There is a column specially set apart on the warrant for any special remarks 
the wa.rehonsing companies thiult necessary to make therein to protect tnemse)ves if 
the goods are in broken, damaged or repaired condition, in the same way as bills of 
lading do. The goods remain after deposit in the exclnsive charge and control of the 
warehonse company deliverable to the order of the owners, whose namt'-B are registered 
in a special book enjoined by law to be kept by the Ilompanies, and every change of owner· 
ship by transfer of warrants or by delivery orders has to be registered by the transferees. 

There are two kinds of warrants, viz., .. Personal" and .. Impersonal" or " Bearer .. 
warrants. Owners of both warrants know that immediately on acquiring property, 
notice of ownership has to be given to the warehousing companies on presentation of 
warrants so that proper entries may be made in the ownership register. 

Conveniellcll.-The convenience to the importers of this system of warehousing is very 
great, a9 our clearing agents can immediately on landing by the steamers have the goods 
stored on a warehousing pass, without going to the trouble or formalities of appraising 
or of bonding as is done in India. Clearance from Customs and payment of duty can 
be done later at importer's convenience, the American authorities keeping control over 
the goods through the warehouse-keepers till duty is paid or till the goods are released 
by a .. Release·Pass " by the authorities. Thus warehousing is allowed before clearance 
I used to have my chests of t_ warehousedimmedialely on landing into Bush's Warehouse, 
and the warehouse company drew samples from bulk and sent it to the authority deputed 
to examine whether the tea or other edible stuff pass the test of being fit for human 
oonsumption being unadulterated or not chemically coloured, and also in respect of other 
goods such as spices, etc., being under 3 per cent. refraction as required by American law, 
After the goods are released by a release permit under the Food aud Drugs Act or under 
the Customs Aot on payment of import duty, the warehouse company informs t,he owner 
that they hold the goods at his order for delivery. - The banks feel safe for advances on 
goods against either olass of warrants by transfe~ but fol' bank transfers .. bearer .. 
warrants are preferred, as easy to manipulate. • -

FIlIl8.-Warehousing oharges are very reasonable and in some cases compare favourably 
with those at Bombay Port Trust warehouses, and with those of the Calcutta .. Bengal 
Bonded Warehouse." 

l"""raIlCll.-Bush's, and other warehouses in the city, close to the tea. and coffee 
exohanges are up-to.date, and fitted with. sprinklers and other fire.appliances, have a 
tower rate for insuranoe. 

8amplill,7.-This is done by the warehouse company and the banks make advances 
on having these samples sent direct to them valued by their own valuW'S, and the goods 
are absolutely under the control and disposal of the banks or owners L' the case may be, 
and whole or part delivery of a package from a big shipment is also allowed. 

Delirery,-No delivery is made -except upon .. proper printed delivery order signed by 
dul, cOlUltitute4 ofl!o~ of th~ 1?~ or the ~rm o~n~ the ~oods~- , 
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Witness No. M 

lIIr.A. H. MANEK 

Drill EWknu ruorded ae Bombay on '116 27th Sep!ember1926 

Pmlident.-We should first like to know whet special experience you have ofthe cotton 
textile industry Mr. Manek ! 

A. Sir, I am not coming here to give evidence as an expert in cottons but only from
the point of view of an investor and I might make some remarks as regards the experience· 
thet I may have in the Manchester piecegoods business. 

Q. We should like to know the extent of your experience in regard to Manchester goods. 
A. I heve twenty years experience, but I do not come here. on behalf of Manchester. 

people. 
Q. I am quite aware of that, but we would like to know exactly how you heve been 

oonnected with the trade in Manchester goods. In what capacity has your experience 
been gained! To put it another way, whatareyou bytradeor"profession Y .-

A. A textile man, a piecegoods sale master or Manager of Manchester Piece-goods 
Department mostly handling Manchester goods. 

Q. If that is your qualification, it is a very valuable qualification-as far as we are 
concerned. 

A. I do not speak as such. 
Q. You must speak as such. The experience that you have gainl!d in that capacity 

must cover your other experience, as an investor. . 
A. But I wish you to know, Sir, that I am speaking only as an investor, from the point· 

of view of an investor. If in the course of my evidence you ask me as to how I have 
based my answers I will tell you whet experience has dictated to me. 

Q. II your oonnection with the Manchester piecegoods trade with a firm here Y 
A. I have had experience in Karachi, but mostly in Calcutta. For fifteen years I was 

in Calcutta. 
Q. Exactly in what capacity' Were you running a firm there Y. 
A. I was in charge of the Manchester dell&rtinent of a big continental firm. I would 

rather not mention the name. That ~s not affect •••••••••••• 
Q. It must affect your evidence. 
A. Would you not let me speak as an investor! . 
Q. I do not consider that your evidence as an investor is of any special value. It is 

of no more value than that of any other member of the general publio. . There are a large 
number ofthem who can give evidence in that capacity. What I want to know is whether 
you are or have been in a position, whether your conneotion with the trade has been suoh 
that you are in a position to give us valuable evidence from your own personal experience !. 

A. I would say in reply to this that it would not be fair for me to give evidence on 
behalf of Manchester because there are so many better qualified men. 

Q. That is not the point. You are not giving evidence on behalf of Manchester. . You 
are giving evidence as one oonnected with the trade and therefore qualified to speak about 
it. You are not giving evidence on behalf of anybody. 

A. Then I do not mind giving the views thet are diQtated by such experience. 

Q. Quite so. If you do not wish to mention the names of the firm you !!an give it to 
me, not for publication. It is not idle ouriosity, but if I knew the name of the firm I 
should be in a better position to gauge its importance. (The witness handed over the 
name to the Pre.~ident.) " 

A. Before we commence let me make a short statement to correct a misapprehension 
that seems to me to prevail with regard to this question of the cotton industry. I have 
read it in a very old financial paper in Caloutta, and they seem to think that the cotton 
industry as it is carried on in Bombay is owned by a few wealthy· people •. That in my 
opinion is likely to prejudice investors like me. 1 would therefore say that the cotton 
mills &8 they are in Bombay are really not owned by a few wealthy industrialists but 
mostly by people who heve purchased shares, small shares, and I read in a paper a few 
P10nths ago that the percentage of small investors was sometbing like 70. 

Q. You mean the peroentage &8 regards numbers or &8 regards holdings , 
A. Numbers &8 well &8 regards holdings.· .' 

NO f 422-110 
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Q. It oannot be the same. Is it '10 per cent. of the number of shareholders 7 
A. 70 per oent. of the shareholders, but I oannot vouch for it, but I believe it is very 

near that. 

Mr. Bubba Rao.-Where was this statement given! 
A. This statem~nt about 70 per cent. was made in the Indian Daily Mail. 
Q. If you will trace the reference we shall be glad to have it. 
President.-You have stated your views in such great detail that there are not so many 

questions that need elucidation, but I take it when YOll are speaking about the Govern. 
ment of India's currenoy and exchange polioy, there again you are speaking as an investor, 
as a member of the general'publio and that you do not considet that you_are a special 
authority on currency and exchange. 

A. I gained my practioal experience also as an investor. 
Q. Yon have no special connection with currency and exohange beyond that of an 

individual member of the general public 7 \-
A. I have as a business man. . 
Q. I should have said the general run of business men! 
A.. Yes. 
Q. In reply to Question 2, you do not think that world factors could have much or 

anything at all to do with the depression, as at present the Indian mills are doing a much 
larger looal trade than a foreign one and that besides world factors cannot affect Indian 
mills alone. Are world factors bringing about a depression in the Lancashire industry , 
Is there not depression there too! • 

A. There is. I said ., Indian mills alone" as compared with other industries in India. 
Q. There are only two other industries in India which can compare with the textile 

industry in point of size. One of them is the coal industry. It has also been undergoing 
a period of depression, and the other is the jute industry. 

A. I beg to differ from you so far as the coal industry is concerned, but you are 
perfeotly right &8 regards jute. 

Q. loan only speak from my own experience as you can. But, I happen to have been 
President of a Committee which was appointed to enquire into the depression in the coal 
industry. Don't you agree that there is a depression in the coal industry , 

A. But can I not differ from YOI1 in this point, that the difference between the coal 
industry and the cotton industry is that in the coal industry there is not much 
manufacturing? It has to be won from the ground and in that point there is a material 
difference. Besides, the ooal industry-cannot be compared in my opinion with the cotton 
indl1stry inasml1ch as there is not such competition in India in regard to that. There 
may be oompetition in kind, between African coal or other coal but so far as int.emal 
oonsumption is conoerned coal is practically a monopoly in India.. 

Q: My point was there is a depression in the coal industry ? 
,A. There may be. But I mean to say that the depression in the jute industry or the 

depression in the tea industry Ilannot be compared to the depression in the cotton industry. 
They are more or less monopolies and they are not affected to this extent as the cotton 
industry. ' 

Q~' I did not say that they were in the same position. I agree with you that they are 
not. My point was that there is only one other indust.ry in India in which cpndit.ions 
can be said to bl! in any way similar to those of the cotton industry, and that is the coal 
industry; and there is depression there also' . 

A. I would oompare the jute industry more with cotton than coal. I mean to say. 
there are diffioult points as regards manufaoture and as regards sales. So far as coal is 
ooncerned, if you let me differ from your view there is not so much difficulty in winning 
it from the ground and therefore to that extent the industry is not so complex as cotton. 

Q. I entirely agree with that view. That was not quite my. point. However, we will 
pass on to Question 9. . 

A. I should like to say more about Question 2. It seems to me that there is a. 
considerable amount of loose talk about world factors. I do not know what people mean 
when they use these words in oonneotion with a. manufacturing industry like the cotton 
mill industry. We will take the case of Europe. How can conditions in Europe affect 
the sale of cotton manufactures in India? The only way to which world fa\(.tors can 
affect Indian oommerce, is in the matter of exports from India. because India is connected 
with the world so far as its produotion is being sold outside India. T,o that extent I 
consider that the world faotors would affeot it, but as regards the internal life of tbe 
people, the prices of domestio and other necessities as exist in India. could not bl! reeJl;y 
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affected, or if affected at all, not to such an considerable extent as it is generally made 
out. Therefore I think that world factors do affect Indian conditions only as regards the 
sale of exports and that also to this limited extent that the 'World J?eople will be only 
paying the price that they consider our produce is worth. They won t pay a penny more 
or apenny less. Therefore world factors do not affect our produce except in ,the point 
of sale price in foreign markets. . 

Q. In reply to Question 9 you &&y that you consider the ryot's purchasing power is 
71 annas as compared with HI anuas during the prewar period. How do you ~ork that 
nut? 

A. That unfortunately seem~ to me to be the experience borne out by facts. Before 
the war we had the rupee and the gold exchange. When silver coinage was stopped, the 
value of the rupee WitS made to tlE'pend upon its relation to gold and therefore the rupee 
had in my opinion 1 II annaS parity for internal purchase. If you take gold ,out of 
circulation as happened when the war broke out what was the natural result tbat one 
experiencoo ? A JDl\n like me who goes out to places like Amritloar, DE'lhi and other 
consuming centres, comes into oontact wit·h people one cannot fail to realise that the 
rupee does not buy the same quantity of commodities in internal price as it used to do 
before the war. The people, the small traders of India likE' the corn deall'rs and others 
value the rupee for its intrinsic worth and the silver contents of the rupee are only 
10 aunas SO that it makes a difference of about 35 per cent ••.•..•.•••••••• 

Q. But you make the difference about 55 per cent. ? 
A. I am coming to that. 35 per cent. is in currency alone and then with this lB. 6d. 

exchange there is a difference of 12* per cent. I will take the agriculturist as he is as 
much my customer as that of mill~, though not to such a large extent. He gets 121 
per cent. less in the price he gets from Europe. For instance they supply Rs. 15 worth 
of produce but /let only Rs. 13-5-0 or Rs. 13-6-0. There is a loss of 12* per cent. there. 
That makes 47t per cent. Then there is another difference. The internal prices have 
risen hy the difference in the increase of import duties. That comes to an average of 
ahout s! to 9 per cent. There is therefore 56 per cent. loss in the purchasing power of 
the ryot. That appears to be so from a business point of view. ,At least it is the effect 
that our customers feel and that in my opinion has heen the reaSOn for the loss of' sales 
even of Manchester goods. I consider that the consumption of Manchester goods, has 
been reduced by about 50 per cent. and that IOS8 of purchasing power to my mind accounts 
for the reduced sales. ' 

Q. I would prefer that Mr. Subba Rao discussed that with you, but the only Jtemark 
, I would make a.t this moment is that, as far a.s I understand you, I think you ha.ve counted 

the opera.tion of one fa.ctor a. t lea.st threa times. 
A. The purchasing power of the cusjomer! In a.uy ca.se my personal opinion is that 

his purcha.sing power is reduced to about 50 per cent. 
Mr. 8ubba Rao.-I shall just touch on a. few points. I dou't think a.nybody doubts 

tha.t the ryot's purchasing power has gone down, but not for the rea.sons that you have 
given us or to the extent you ha.ve mentioned. In the first pla.ce you state tha.t·tlie 
nlue of the rupee is 71' a.nna.s a.t 16 anD&& pa.rity a.nd you spea.k of the silvet in the 
'rupee being worth a.nn&& 10 a.nd sa.y it w&& not so before the wa.r. 

A. I a.m ta.lking of before the wa.r. 
Q. 'Yes. But the rupee ha.d the sa.me silver oontent before the war. 
A. Before the wa.r gold coins were current. ' 
Q. However that may be, the rupee w&& given a fictitious value in relation to gold' 
A. It had a token value even then. , 
Q. Even' now. 
A. That is my complaint, because it is a token value and it has not the purchasing 

capacity which it had before the war when gold w&& in currency. . 
Q. Is not the rupee now attached to gold'by the same mea.n& as before the war! ' 

A. It is not at present. 
Q. It h&& now been given a higher gold value. 
A. You a.re referring to the lB. 6a. exchange! 
Q. Yes. Therefore the rupee is given not a lower but a higher gold value. There. 

fore, its silver contents do not affect the matter in the lea.st. -
A. If the excha.nge which is prevailing at present, that is, at 18. 6a. were kept up, the 

relation it has to the purch&&ing power of the silver is internal so far as it rela.tes to the 
goods which India consumes. 
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Q. IIi that caSe you 'mUst take the ,rupee as such. 
A. The rupee &8 such has the same value to the bania and others in that it gives you 

commodities of the value of 10 ann&S a:nd not a pie more. 
Q. But was not that true before August 1914 t 
A. No.; it W&8 not true, because gold was then in circulation. 
Q. Am I to understand that before 1914 you had gold in circulation to any large ~ 

extent t 
A. The meroantile community -had the feeling that gold W&8 there. They - knew 

that the value of the rupee W&8 not nominal, W&8 not the silver content, because it 
W&8 readily exchanged and convertible into gold at the rate of Re. 15. 

Q. It is a question of fact, whether you could before the war take Re. 15 to anybody 
and demand a gold sovereign. , 

A. I may tell you that up to 1912 it was so. You could go to the Post Office and 
tender. The only difference W&8 that in Caloutta and Bombay shops you had to pay 
3 or 4 annas more. 

Q. Now can't you get gold at much less than Rs. 15-4; that is, for RB. 13.8 ! 
A. The value is Re. 13.8, but can you get me a thousand sovereigns ! 
Q: I got a nu~ber of sovereigns in Mysore about three months back for about Rs. 13.8. 
A. I should like to go and live in Mysore. I may say this, that in places like Bombay, 

and Calcutta you cannot get 500 or 1,000 sovereigns for less than Re. 13·8, i.e., at 
current rate of exchange Rs. 13·5-4 at 18. 6d. 

Q. If anything; gold is available now at a much lower rupee price than before. 
Pruidenl.-The real point is at what price do you buy gold now in the bazaar here 
A. At the present gold price. ' 

Q. What is the present price! 
A. It is something like Re. 21·6·0. 

Mr. Subba Rao.-It used to be Rs. 28 or so in 1914. Therefore gold is now worth less 
in rupees and not more. 

A. We will come to that question later on. But what I mean to say is thiS; What 
is the purchasing value of a rupee internally in relation to commodities Y You will 
find that it is not more than As. 10. That is, the commodities that you get (in retail) 
for a rupee are no' the same that you were getting in 1913-14, but about half in quantity. 

Q. But the index number is now 158 or 160. It gives you As. 10 and ~ot 7i. 
Q. I may say the rupee is worth now about two-thirds of the purchasing power of 

the pre.war times, As. 10·8. _ 
A. I consider that it is muoh less than that. _ 
Q. Why; how do you get the figure , 
A. I have taken 35 per oent. reduotion in the purchasing power. 
Q. That Was stated once before. My contention is that when you want to oompare 

the purch&8ing power of the rupee you should take the general rise of commodities. 
You take a oertain period and then, later on in the next period, compare one with the, 
other. If you have done that you find that for goods you could buy for 100 previously, 
you have now to pay 158. Therefore the differenoe means a reduction in the purchasing 
power. 

A. Not for all oommodities. 
Q. I quite agree. But when you speak of the index number, it indioates a general 

movement only. Generally speaking, it is now about two·thirds higher than the level of 
prioes before. It was 100 and it is now 160. All the world over the prices have gone up 
and also in India. Therefore, the rupee certainly has gone down in its purchasing power 
but not to the extent that you have given orfor the reasons you want to advance. Now 
the rupee has gone down in purchasing power from As. 16 level to As. 10 level. 

A. My point is this; I judge of what happens in the market internally to-day. If 
I go into the bazaar, I find that the agrioulturist's income is reduced. I try to under
stand how is it that the man buys less cloth than he used to do before. 

Q. First"af all, his inoome is reduoed, you say! Plea.se' explam that. 
A. Since the stoppage of gold. 

, Q. Never mind the reasons. Give us the facts. You say the ryot is getting in money 
les8 than before for his produce! , 

A. He gets Re. 13-6 instead of Rs. 15. He gets a sterling price. As a matter of 
fact all our produce outsi~e India is sold in sterling. The buyer pays a sterling price. 
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. Q: Are yon thinkirig of the-ryot as selling all his output on the foreign market or in 
the Indian market' .-

. A. Let U8 take the foreign market. Instea.d of getting Rs. 15 for his twenty shillings 
he gets only Rs. 13·6. . 

Q. First of all, what does he get in pounds or dollars for hill. produce? . 
A. He can only get the money here in rupees. It is not possible to get in any other 

denomination in India. . '. 
Q. But for what prices in sterling or dollars are the Indian exports sold abroa.d r 
A. All our produce is sold, so far as I know, in pounds sterling. 

Q; And do you contend the prices at which Indian stuff 'are 'sold abroa.d have fallen 
since 1914 or risen or. remained the same f 

A. That depends upon the relative food value or the whole value of the produce. Take 
the case of food products. I am not prepared to argue as regards the JlOint whether he 
gets a lower price or a higher price. Bnt the fact remains that he is paid a price in sterl. 
ing. It may be that the price may be higher or lower according to foreign market price 
current. There may be other factors operating today. But he gets just that price whioh 
the market in Paris or Berlin or London can pay him, on the merits of his produce. 

Q. Are those priceS now higher or lower than in August 1914? 
A. It is .immaterial to my argument. 
Q. It is material to the contention that 'the ryot gets less for his produce. 
A. No, because whatever the price is, he takes the risk of the market, higher price or 

lower price. That being 50, no other consideration should affect my argnmel\t so for as it 
relates to the payment of the prices that is due to him in India. If the price that he 
gets in sterling were to come here in sterling or its equivalent he will be all right. 

Q. Therefore suppose he were getting formerly £100, equal to Ra. 1,500 and if he gets 
the same £100 now and it is reduced to B.s. 1,333 he will be loser. But supposing it were 
shown to you that the sterhng prioe has risen almost in proportion to the reduction in 
rupees. ...... 

A. I beg to disagree; that cannot happen. 
Q. I. want you to compare the prices on the EngliSh market in 1914 for certain smple 

articles and also the prices in the English market. in 1926. I have got here prices of a 
number of commodities in 1914 and now. You will find every oneof themhas goneup 
anywhere between 30 and 50 per. cent. since the war and therefore for the same thing, 
whether rice IIr hemp or linseed or jute, the ryot gets now in sterling £130 or £140 or £150 
and so on and therefore whatever he gets now in rupees through the higher·sterling 
rate is oompensated for by his getting more sterling. If formerly he got £100 BIt Rs. 16 
a pound he now gets £133 at Ra. 13·8 aDd it comes to the same thing • 

• 0\. Then your argument amounts to this; that lI<hatever losses he suffers in exchange 
is ma.de up for him· by the higher prices and that the higher prices are due to lower 
exchange or unfavourable exchange. I beg to disagree with you on this point. 

Q. The exchange rates cannot be very different from what they ought to be in relation 
to the price levels of the two countries and therefore where exchange has gone up to 1/6, 
it is due to the fact that Eng1ish prices are high in relation to Indian prices. Unless: 
it can be so sustained the rate cannot remain at lB. 61l. If it is not so, it is hound to come' 
down and at least for the last two years sterling prices have been distinctly higher than 
what they were before 1914. . 

A. How are the prices affected 7 You say it is since 1914 and exactly in the same 
proportion as the exchange has fallen and you attribute the rise in prices to the. 
exchange question! 

. Q. I attribute the rise in exchange to the rise in prices. 
A. Was it through the natural operation of the law of economics, supply and demand' 

, Q That we need not argue. The point is there cannot be any variation in exchange 
nnl_ there is a corresponding variation in the level of ·prices in· the oountries 
concerned. . 

A. Exchange can be manipulated. Therefore, I beg to disagree with your argument 
in this matter. That is, whatever the price is can you controvert the fact that if I sell 
an article and I am paid £100, I get the natural equivalent of, :£100 without an, 
deductions. , _ 

Q. That is t.he point; what is the natural equivalent' . 
A. I am comparing the period of 1913·14 with the present one. 
Q. Why do you oall 1913·14 a natural period ! 
,.. It was the pre-Wu period, and because gold wasln circulation. 
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Q. Gold WI108 not in oircui,p.tion at any time except for a very short time in 1900 and 
except during the war when they could not get silver in some places. . . 

A. Anyway the feeling was that at .that time the rupee was considerably more than 
it is today. . 

Q. All of us know that by bitter experience. 
A. Now I come to this point. My contention is that a man was getting &s. 15 to the 

pound before the war. You concede that point f 
Q. Certainly. . 
A. And· at present he gets Re. 13·8. Apart from whether lie gets higher prices or' 

nlDt, the ryot today loses to the extent of 121 per cent. 'Ihat is he gets instead of &s. 100 
Re.87!. Reckoning t.he income of an a."ariculturist at &S. 100 now he gets &s. 871 or 12! 
per cent. 10.."8 and that also in debased rupees. I would like you to correct me. 

Q. But my JXlint is since he is getting a higher sterling price, exchange by itself does 
not diminish the number of rupees. -

A. If he gets.a highet prioe that may be due to considerations ohelative prices. Where 
does he get a special benefit for the rise in exchange , 

Q. I do not say that. The 1099 by exchange he incurs are compensated for by the 
higher prices for his food stuffs abroad. Therefore frQm that point of view he is no~ in 
any way handicapped. 

A. I would admit your point and the force of your argument if the ryot W&B getting a 
higher price in proportion to the fall in exchange and other countries were not getting 
the same high prices. . 

Q. How does it conoem us ! 
A. It concerns us in this way. Our customer is getting poorer. For if the price of the 

Indian produce is not comparatively higher than the same produce from America or 
Argentine then our consumer, the ryot, gets less by 12! per cent. If you can satisfy me 
on that point, then your argument of his getting higher prices on account of the fall in 
exohange, I submit, lIould be oorrect. 

Q. I have just stated that th; ri'le in exchange is due to the rise in prices. 
A. But why not in the whole world and only in India? 
Pre..ident.-Do you argue that the seller 9f produce from South America is getting 

exactly the same for his goods in England ail he W&B before the war! 
A. I do not say that. But what I want to get at is this, that he is also getting higher 

sterling prices. like other produce shippers of the world.' If he is getting a higher price, 
he gets le99 in rupees. Our producer gets a higher sterling price, because produce generally 
the world over has appreciated about 40 per cent. in va.lue SlDoe the war . 

. Q. How can heY ~ ., 
A. He may be getting more sterling. That does not prove tha.t he gets ala.rger number 

of rupees. I would not concede the I-Oint that because of the exchange he gets more. 
Unless you can prove me otherwise, the offect remains that Rs, 87·8·0 is all that he gets 
now instead of 100. 

Q. In reply to Question 13 you montion the unfavou~bleChinese exchange. Can 
you give us the exaot figureFl of the Chinese exchange for 1921? You say" unfavourable 
Chinese exchange". . 

A. I say that the Cblnese exohange· was favourable to China. In 1920 the Chinese 
exchange was 226 and that is the reason why China brought 36 million pounds of yarn 
more from us than from Japan. 

Q. Whatw&S the Japanese exchange in relation to China? You can then give the 
exact effect of the Japan~e exchange with China. 

A. But these exc,hanges move practically on the same sterling basis. 
.'. Q. If they move together, then India had no special advantage over Japan in regard 
to the China trade. -

A My point is that perhaps it paid China better to buy from us than to buy from Japa.n. 
Q. Possibly, but my point is that you have to ahow that by giving us the figtJre$ of the 

- exchange between China and .Japan. 
Mr. 8ulJba Rr.IO.-And aL'!O don't you remember that about 1920 there was a depression 

in Japan and her exports naturally fell Y That might explain it partly. 
A. The point that I want to make out is this: tha.t our I'xptlrts to China in yam have 

been steadily falling and when they are on the downwal"(iline there is no reason why they 
should rise t.o the extent of 36 millions more than from .Japan, unless there were some 
extenuating oircumstanoes. The favourable ciroumstanae SeE'IIll' to me to be that China 
bought. them becallSe the Chinese exchange was 226 or something to that effect. Other. 
wise I cannot account for the extra buying of China. 
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j>,.,..u,.,.I.-The factor may have been exchange. But in order to prove that, we walit 
to know the exchange between Japan and China. You cannot provide us with those 
Ii' ' ~ am afraid I cannot. But unless something else is shown. is it not the only and 
apparent conclusion that the exchange has favoured the exports' ' 

Q. You cannot draw any conclu.orion from any figures unless you know aU the facts. 
Mr. l;ub'>a R.n.-And .Japan was p888ing through a trade depression in 1920. The 

cotton industry speoially underwent a serious depression. That might explain it. But 
you oaunot deduce the conclusion from one single. factor· of exchange. , 

A. In 1919 .Japau had 28 millions more. How is it that in one year we sent so much 
lBIIB and in another so much mort'? The difference is so vast. 

Q. What I am saying is, taking the preceding year; 1918, the .Tapanese export to 
China were 177 millions and odd and in the next two years they fell. The depression 
is not over in one single year. .• • 

A. My point ill this. They should faU similarly if the circumstances were the same. 
But the fact of their not being in proportion but rose at once to 126 from 48 and the 
Chinese exchange being in favour of India-from all these one is naturally led to the 
conclusion that the favourable exchange between India. and China was the cause of 
higber exports to China. 

Q. I won't deny that as a possibility. But you e&nnot deduce that from the figures 
here. 

A. In aU eommprclal transactions, more espeoially, in exports, exchange plays a most 
formidable part and practical merchants cannot get over that fact, 

Pretide1!l.-If that is tho ease, Mr. Maneck, how is it you consider in your reply to 
QuestiQn 23 that the rise in exchange helps Japan and does not help Manchester? 

A. I say if the sterling exchange is lao 6d. I am of opinion that on account of general 
trade slump and so long as it lasts, Manchester will do a smaller. business and .the 18. 61l. 
exohange will not improve trade but will decrease it. I am very firmly of opinion, from 
my own personal experience as well as from the faots that have been bringing themselves 
forcibly to the notice of aU importers, that Manchester imports have fallen to the extent 
of about 40 to 50 per oent.-we will take it at 40 per cent.-and I am sure the piece.goods 
merchants will bear me out that after a favourable monsoon we notice a prompt improve. 
ment in the movP.ID.ent of piece-goods going into consumption. Year after year we have 
always been watching the effect of the monsoons. After five favourable monsoons why 
are we not having the same spurt in our piece-goods· trade instead of losing it? There 
must be some very striking reason to make the consumption of piece.goodsless. The agricul
turist, as you are all aware, after providing food for his family, rushes at once to the cloth 
market and that is the reason why the effect of alavourable monsoon has always been, in 
my humble experience, that piece-goods get a spurt. There has not been that spurt now. 
We have been waiting, hoping against hope and we do not see any signs of improvement. 
There must be some other factor. Now I will try to explain why this lR. 6d. cannot do 
it. I am a believer that there is a relativity of prices, internal prioes in India, and if the 
ryot gets 12l per cent. less as his earnings-the 12! per cent. which he utili..ed before. the 
warfor the purchMB of the nec~ties of life-if this 12! per cent. is gone, our most prolifio 
customer or the best customer is not able to spend what he used to do before and if he 
buys at all, he buys from the sheer necessity of avoiding nakedness of his family and that 
is the reason that I could see from a commonsense point of view, that he is farced to 
purchase 1_ and less and that also because of the necessity. I see no other reason 
for it. 

Pre.titJent.-That is not my point. My.point at the moment is why you consider that 
the 18. Gd. exchange does not hit Japan in exact1,y the same ratio as it. does any other 
country. If the ryot oannot buy Manchester goods owing to high excha.nge how is it that 
be oan buy Japanese goods' _' 

A. My remarks apply to all the goods. The ryot does not buy in the same proportion 
aa he used to do. 

Q. You ,say Japan is in a more favourable position than Manchest.er! 
A. Because the Japanese exchange ill in her favour. 
Q. The ,Japanese exchange is in exactly the same position as the et.erling exchange? 
A. Japan is in a position on ~count of her favourable exchange to land goods cheaper 

here. . , 

Q. H~ exchange is not favourable more than the United Kingdom exchange? 
A. I tri6d to explain, Sir, the comparative pORition. When the exchange was 18. 4d. 

the ryot's purt'hasing power was more and that was reflected in the higher quantities of 
Manchester goods imported; 



170 

Q. The point on which I want your views is whether you consider that the exohange 
between India and United Kingdom is higher or lower than the Japanese exchange!. 

A. I grant your pOint that the Japanese exchange and the Manchester exchange is the 
same and that substantiates my conclusion. My conclusion is that with the exchange 
at ]8. 4d Manchester was in a better position to have its goods going into internal 
consumption than ,it does with a higher exchange for thc simple reason that the same 

. high exchange reduces the purchasing powel' of the ryot. 

Q. But does not that apply to the ryot's purchasing power of all foreign goods r 
A •. Japanese goods are also bought. Manchester goods are also hought. I do not 

mean to say that the effect is not the same on the purchasing capacity. The purchasing 
capacity of the agriculturist is reduced all the same. He may be buying Japanese goods 
becauso they a~ cheaper. But that does not prove your conclnsion that Japan .....• 

Q. I have drawn no conclusion. 
A. I say so far as the Indian,consumer is concerned the effect on Japan and China 

is practioally the same. If the exchange was Is. 44. the ryot would have bOUght more 
Japanese goods as he buys more Manchester goods. But there is no advantage either 
in favour of Japan or in favour of Manchester. 

Q. I wanted to make sure what your position was in regard to that. . . 
A. The conclusion that I have given in reply to Question 23 I keep to, but my opinion is 

this, that Manchester is not going to be benefited with the higher exchange at 1&. lid. 

Mr.8ubba Rao.-People say that the consumption of cloth has fallen very consider
ably in the past two years. Is not that so t 

A. Yes. 
Q. Is that fully borne out t If you take, say, pre-war figures, remembering that 1912·13 

and 1913·14 were years of abnorml imports, you will find the average consumption, say 
for about seven years before the war, is not very much more than the total consumptioll 
in 1924-25. I will give the figures but it will take some time to add them all. 

A. Are they sh?wn in the Millowners' statement' 

Q. They are given in an abstract. Even all~wing for the abnorDlal imports of 19111·13 
and 1913·14 you will find that the total consumption of 1924-25 is not very much less than 
the average of these six or seven years. May I just give the figures t For the years 
1907·08 the total consumption in India, apa.rt from the handloom consumption, was 
3,200 million yards; next year 2,689 millions, next year 3,010 millions. Now if you average 
these years, leaving out the pre.1ffl.l' years, when we got very high imports you get about 
3,080 million yards. The consumption last year was 3,500 million yards; even if you 
inoluded the consumption of the years of abnormal imports, the pre-war average 
would not rise very much above 3,500 million yards, the present level of consumption 
of mill made cloth. I am rather anxious to know to what extent it can be said there 
has been a serious reduotion in consumption in the last year or two. That was true 
certaiuly during the war years. . 

A. Consumption Y 

Q. Yes, consumption of oloth. I am speaking of the ryot's purchasing capacity. You 
say he was not buying. Is it not p088ible that he is substituting homemade for foreign 
goods because the total ~onsumption of cloth now is not different from the average 
of 1907·08 to 1913·14, including the two years of abnormal importe t 

A. There has been for instanoe a reduction sinc~ 1913·14. 

Q. I request you to compare the years before 1913·14 including that year even though 
in "tkat year there were very high imports. Take that year also and average •. You do . 
not get beyond 3,500 million yards and you get for 1924·25 t,he same 3,535 million yards. 

A. I am suggesting now the consumption is catching up the pre-war level. It does' 
not look as though the ryot really is buying very muoh less. I am not saying he is buying 
quite the same. We can explain the principle in another way. . 

Q. I want your explanation. . 
A. What ocours to me, speaking personally is this, that a man has to_ buy a certain 

amount of oloth for his bare necessities. Well, they say that the consumption per head 
was 12 yards. It is now about six. 

Q. How do you 'get that figure t . 
A. That I cannot say. The pilllowners say that. If you admit the fact that .the 

peoplc have got to olothe themselves, t~ere if! a very narrow.margin to ~h all. Divel'8O 
circumstances will compel a man to adjust himself, namely instead of BIX yarda he may be 
going in for four yards but he has got to bul' four yards any _y_ It IN1 be ~uah 
minimising his expenses for food. _ . 
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Q. I am merely asking you about figures. 
A. It cannot fall very much. There is a limit to the fall of cODS11Dlption, depending 

on the bare necessities. It cannot go below that. -
Q. We ahall1eave it at that. I sugge.:i the ~onsumption in recent years is almost 

catching up the pre-war consumption. You say it has been very much less ! 
A. Manchester imports were. . 
Q. But supposing they have been replaced by local mill production, is that a matter 

for regret , . • 
A. Very great regret. The regret lies in this that when the population of the coUntry 

increases when there are five favourable monsoons and so on, people expect to do much 
better trade than they usually do and the consumption should be much greater. 

Q. From their point of view' 
A. We expect considerably more trade with five good monsoons. 
Mr. MaJmwlar.-In ~ply to Question 14 you mention that fancy trollserings, checks, 

shAwls and cotton blankets, eic., have been imported !rom Italy. You also mention that 
they have not been serious competitors of our mill products. What are the qualities in 
trouserings and checks that you refer to ! 

A. These checks, trOlll\erings, etc_. have been comiI;g from Belgium, Holland and 
Italy. Even before tJ:1e war there has been a fairly good trade. But to my mind they 
have not con:peted keenly with Indian Irill goods. They Dlay hav .. to a certain extent 
competed with Manchester. 

Q. Have you studtedthe question ! 
A. Yea, I have studied the q ulllltion. 

Q. What is the quality ofthe Italian goods! 
A. It is very much higher than Indian. 

Q. Italian' 
A. Italian of the pre-war times. 
Q. I am referring to the present times. . 
A. I refelTl'd this question to a friend oi nUne in the business and he confirms my VIew 

that the qualities thE'Y get in the Italian trcuserings are not the same as those of Indian 
mills. They do not go into competition with them_ They get higher prices. 

Q. Is it not true that Italy manufactures out of waste also ! 
A. ThOEle are different things. Ye.. They manufacture vt'ry coarse cloth from waste 

more in imitation of Ca.~hmere goodll.. -
Q. Is it true that Italy is at present competing with Japan and the United Kingdom 

and also with India in the ~vant market? 
A. I have very little experien~e of the Levant. ma.rket. . 
Q.Is it not possible that if eompCltition gets keen there; Italy and Holland may turn 

to India also. • 
A. That is our fear. We are not afraid of Holland, Belgium and Italy competing with 

Indiau mills. unless they start to do ooarser goods, but I doubt whether they will ever 
be able to do it with their labour. 

Q. Italy' 
A. Yes. 

Q. Why' 
A. Italian labour is not oheaper than Indian labour. 

Q • .:But they are working double shift. 
A. I was not aware of that.. So long as they confine themselves to fancy trouseringl 

and coloUl8<l goods we have not much to fear from them. ' 
Q. Why. there are Indian mills which manufacture fancy t'rou,erings ! . 
A. H you permit me to say so, the Italian quality is higher. 
Q. With reference to Question.~ 18 and 19, can you give us the prices for 1924 and 

1925 of the Japanese goods that you are referring to! Can you give WI the comparativo 
pri~"'8 of Japanese and Indian goods ! 

A. I sait' that in 1924 lind 1925 it W&ll stated that the Jap.'nese low exchange enabled 
goods to be placed in India at about 30 per cent. advantage. If this estimate be corrert 
it may be rossihle to compete with Indian mills in the foreifll markets. 

Q. What I enquired wal whether you are able to get UB from the dealer you refer to 
in reply to Que~tion 19 t,he prices in 1924 and 1925 for Indian and Japanese pm as well 
as piece-goods ! . 
A.I~trl· 
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Pre...Uent.-Thank you. I gather from your replies to Question 40 that you consider 
on the whole that mill management in Bombay;' at any rate, leaves bttle to bl' desired. 
Is that the correct conclusion to be drawn froil your reply' 

A. Yes. 
_ Q. I ga.ther from the whole of your replies to that section-Questions 40 to 44--thilt 
you considet that on the whole the Managing Agency system gives as satisfactory a 
result as can reasonably be expected. ' 

A. Yeq, I do. . 
Raja Ht,ri Kiskan Ka'UI.-In answer to Quntion 41, you say" but I think that 

nothing can beal; in this country the system of Managing Agents with a powerful and 
·technicallysuitable Board of Directors." Will you kindly explain what changes you 
-propose 10 the vresent system' 

A. I do not l'ropose any changP. at all. But what I Ray is, if in the Directorates of mills 
thero are ttlchnicai men and good business-men that is all we can desire in India. 

Q. Further on you say.," there may be bad Managing ,Agents and the only remedy is 
to have some power through the Act for investors to change them in cases of proved 
neglect, peculation or incompet-t'nce." 

A. Ye~. 
Q. That is one change you want to introduce! 
A. There has lately been a lot of corre~pondence in the papers, people making all sorts 

of aocusations against mills and I have been studying this question for the last two or 
three years and I find that when challenge is given to them they do not come out. I 
mean to say they do not give any help to enable shareholders to proceed against mill 
agents. If there be (I do not say that there are Imy) Man&ging Agl'nts who are dishonest, 
we should have power to remove them. 

Q. Do you ~uggest that this change should be introduced' 
A. If that is not in the Companips Act: I am not quite sure whether we can change it 

or not. But so far as I understand the same qUl'stion did arise in Calcutta and I was 
given to under~tand that it is almost impossible to change thl'm. 

Q. I understand that the Managing Agents have a cont-ract with the Board which 
oovers anum ber of years and during that time they cannot be changed' 

A. I believe on this account they cannot b.. changed except perhaps for proved 
dishonesty. 

Q. Then you do not propose that any legislation: on this account should be undertaken' 
A. If t,here is any such legislatio~~here would be no harm. It would be very desirable. 
Mr. Majmudar.-What do you mean by ·'technically suitable"! Do you mean 

Directors should have technical knowledge ? 
A. A technical man on the Board. It is far better to have him. 
PreaiJent.-Where are you going to get them from! 
A. There are 300 mills. We can get 300 teohnical men. I would not invest any money 

in a Board where there are no technical men. 
Q. But I do not, see how you are going to get them; 
A. It is possible to have 300 technical men or else, we can afford to pay and get them 

from England. I consider that for the safety of the industry as a whole at ledSt one 
technical man should be on the Board of each industrial directorate. It is very necessary. 

Mr. Majmudar.-But they have got teohnical men in their employ? . 
A. Teohnical men on the Board and technical men in the "employ are two different 

thin~. A technical manager-is generally a technical man. I do not impute any dishonesty 
10 him!' The mill industry is a very large industry where large expenditure is made. 
The same comlliaint ill made rt:garding the ju.te industry, that theJe must be a 
teohnical man, at least one technical man, on the Board. I believe in the Bomhay cotton 
industry there are such technical men on almost all the Boards of Directors. 

Preaide"t.-Very few. The number of Direotors in the Bombay industry who have 
teohnical exrerienc.8 O9-nnot be much more than 20. ' 

A. ThE>re are 82 mills and I think there may be more than that. Mr. Maloney can 
perhaps give us the correct information on that point. But I have so far not heard of 
any oomplaint being made of cotton mill business being spoilt on account of there being 
no technicn.! experts on the Board of Directors. What I say is, it is very deRirable. 

Mr. Majmudar.-On the question of insurance (Question 43) you say" it had the 
advant.age of avoidance of mistakes in declarations, and the benefit of prompt and 
adequate settlements of claims." Please explain. 

A. Insuranoe is to an extent a very oomplex qubjeot. When you go for settlement of 
oIaims there are a lot of teohnioalities raised. I would have al1my bus:ness done through 



173 

ill81ll'UlC8 people. agents or insurance brokers. There we have "lhe JJenefit of their 
experience; Ure. with their help declarations are made correctly. ~hey see to the 
tenDI of the policy giving ns the complete protection that we need. 

Q. The milia look to their own w..urance, they do not depend on the advice of th<! 
brokers , 

A. It will be better if they do. They would have the competent advice that insurance 
people in the bnsiness would give. A man however clever he may be in his techni~al 
line, may not know much about insurance. 

Q. You mention .. avoidance of mistakes;" That, I believe, iB only a general 
statpment. 

A. Experience guards against all mistakes; but all the s..,ne to have the work done 
through the Froper channel wonld be the beat thmg. 

Q. Have you heard of any such mistakes being committed T 
A. It is likely that mistakes may occur. 
Q. Have you heard of any r 
A. No; hut in the settlement of eiaims it is desirable. 
Raja Han KisMII Kavl.-In answer to QUE>8tion 51, you Bay the mills find it more 

difficult to ohtain finance now than in pre-war times. Is that cne of the reasons why the 
Managing Agency system is more needed at present. 

A. Yes, certainly. Had it not been for the Managing ,!genc,y system a good many of 
the weaker mills would have gone under. 

Mr. 8uMa Rao.-Jn regard to Question 59, about labour, ~ou speak of the difficnlty 
of reducing wages when a reduotion is due. You say it has been difficult to effect 
a reduction. Now, that is ftry important. Something shonld be devisPd to make such 
a reduction almost automatic. Can you suggest anything T 

A. U you change human nature, otherwise you cannot. If Mr. Noyce would permit 
me to ask a 'lueation, will the Civil Service, when the cost of living has gone down, aecept 

. lesa , U they do, I do not call them human. . 

Pruidfflt.-It is being done. It depends on the system you originally devise. 
A. The Lee Commission has come. I have very many friends among Civil Servants 

and I do not want to put this question in a disparaging way, but it is to explain to 
Mr. Subbs Ran that it is human nature that when we are accustomed to get something 
more we are always reluctant to have it brought back to normality. 

Mr. 8uhba Rao.-But something must be done. 
A. U they got Re. 40 instead of Re. 30 which they were getting before, they are not 

likely to agree to 30 again. The labour leaders may ~ot permit them to do this. 
J>ruident.-Tha Civil Service in England, you were talking about the Civil Servi~ 

work under this system. During the war they were given an extra honus to meet the 
increased cost of living and that bonns was reduced as the cost of living went down. 

A. Has it been done T· ' 
Q. Yes. 
A. I am afraid it is very difficnlt to have it bronght about in the mill industry. 
Mr. 8ubba Rao.-Can you suggest any method' 
A. If labour leaders were to look after the interests of the labour and of the-industry 

as a whole something may be possible. 

PruidenI.-Jn regard to Question 98, you eay " No industry shonld be taxed by local 
bodies e.·.cept for water and lJala1lclwri and town duty and all other municipal taxes shonld 
be done away with." But how is an average municipality to raise any income if it does 
not impose house·tax, etc. T • 

A. I have travelled all over Europe and I have not come across any Municipality that 
levies taxes on industries 80 far. 

Q. What do you mean by .. taxes on industries" ? 
A. What I mean to say is that a municipality ought to be allowed to levy taxes for 

all matters which are in ita own province, but as regards taxing an industry in any other 
way than through purely municipal taxes on water, or looking after conservancy, special 
taxes nch as they Jevy should not be levied. 

Q. What do you mean by "special taxes" T 
A. There are some special taxes they pay on cotton, etc. 
Q. Do you mean .' town duty"! 
A. Yea. a town duty. 

Q. You were referring to the town duty when you referred to taxes by local bodies r 
A. Yes. . 
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Q. As regards the question of a scientifio tariff. you think it is the business of the 1Iill-
owners' Association to work out the average costs of production every month t , 

A. Yes. I thought over this matter and I do not,see how it can otherwise be done. The 
Customs and Government are very particular about the precise method of collecting. 
If it is levied on the market value there is always a conllict between the Customs authori
ties and the merchants. This question ha.s been going on for about 25 years and they 
ha.ve not come to any definite decision a.s to what really is the market va.lue. Our opinion 
and the opinion of the Customs officers differ and it would be a very great difficulty to get 
at the correot value for special duty. and I thought that if there was any such thing a.s a 
tariff valuation in the same way a.s the cotton excise dutywa.s levied-I mean the ba.sis 
on which the excise duty wa.s levied-a sort of tariff value brought about by the previous 
month's average price and then the extra duty levied. that would be better. But I think 
by far the simplest method would be to charge a rate per pound. 

Mr. 8ubbtJ Rao.-Specific duty? 
A. Yes. 
Prui<km.-There are 337 mills in India. Do you refer to the average production 

oosts in Bombay Y We have been trying for the last six weeks to get 'them but we have 
not got them as yet. 

A. People are afraid to give out their secrets. 
Q. Exa.otly. Do you prefer the other method' 
A. Yes. 
Q. With regard to Question 115. do I understand you to mean that the total duty 

should be 36 per oent. Y You say that in addition to the proposed 13 per oent. an addition 
of 12 per oent. would a~er the purpose. There is a.lready a duty of 11 per cent. 

A. That 11 per cent. duty should be regarded as absolutely separate. 
Q. You cannot regard it as absolutely separate. I would recommend you to study 

what the Fiscal Commission has said on the subject. The Fiscal Commission's 
recommendation was that the necessity for that duty should be examined. Can you 
regard that 11 per cent. duty as a permanent duty ! 

A. I do not mean a permanent duty. It is a sepa.ra.te duty of the same nature as the 
Customs duty levied on other articles and this special duty should be a distinct and 
separate duty shown separately on the bill of entry so that they may reduce or remove it 
without any trouble. • 

Q. There is no special reason for regarding this 11 per cent. duty as fixed for all time! 
A. No. 
Raja Han Kisha" KtJul.":"You'·'propose a Safeguarding of Industries Act! Can you 

tell us what provisions you would like to have in that Act! ' ,< 

A. My opinion is this. We have invested money in this cotton industry. I have 
invested money in my humble way in jute. steel. cotton and other industries. I have 
come to the oonolusion that I have made a mista.ke in investing money in the cotton 
industry. Jute gives you a good return. But the position is this. On the one hand 
Sir Basil Blaokett says that he would be glad, and we would be glad too. to see people 
emptying their pockets, taking as much out of their pockets as possible and spending it 
on industries. I say that jt should go a.s a sort of promise that the industry would be 
safeguarded when there is any external trouble about it. Look at what is happening. 
Japan ha.s lowered prioes. entered into competition and cut us out within two years. If 
it continues we will be pra.otically ruined. Now this Board is appointed and it will 
take probably another two or three months and before the Government comes to any 
deoision it will take six months. Two years and a half is quite suffioient to kill any 
indv.stry. if you have not got a sort of Safeguarding of Industries Act a.otually on the 
Statute Book. 

Raja Han Kisha" Kaul.-What do you want to provide in that Act! You are 
suggesting mea.sures which could have been brought into foroe by a Safeguarding of 
Industries Aot. 

A. Exa.otly a.s it exists in England, Austria and Canada. There nobody can go and 
cut the industry out of that country by competing with it for two years. It may be that 

. Millowners may have to be blamed for not taking a.otion quicker than they have. But the 
fact remains that if there is anybody who cares to ruin an Indian industry. he can do so 
without the Safeguarding of Industries Act. All he ha.s got to do is to cut the prices. 

Q. You have suggested certain measures which would have been brought into operation 
if we had this Act. It is more or less the procedure which would have been adopted. 
Do you want the Act in the plaoe of the proposa.ls that you make or do you want these 
proposa.ls to be adopted in any oase ! . 

A. These proposa.ls ought to be adopted. And in addition, having this experience 
of the Japa.n6lle price oattinS. for 80 lo~. it is better f<;ll' the fu*ure not only for the cotton 
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iIldUitry but for- ,,11 induatriee to h"ve some Safeguarding Act passed by the Government 
of India for acting promptly. Suppose Italy decides to cut Manchester out by having 
the goods imported with its low exchange. Do you mean to say that we are gOing to sit 
with hands folded till the misschief is done and then move the Government of India for 
the appointment of a Tari1l Board, by which time, considerable damage can be done! 

Q. You want a Safeguarding of Industries Act embodying the previsions which you 
have suggested as remedies t' . 

A. So that they could be brought into operation at once. 
Q. At present you propose certain measures t 
A. Yes; "nd th41 Safeguarding of Industries Act also for the future, to avoid trouble 

in future in all industries. 
Q. That is in case these provisions which you now, suggest are adopted and 

8ubsequently abolished t 
A. No. They may just as well go together. I mean to say these proposals should 

be taken up now. But after that, in addition to that, we should have the Act. We 
do not know what is going to happen to-morrow. To prevent other people with a lower 
exchange or depreciated exchange doing us harm, we must have the Act. It has taken 
us two years now, and considerable mischief has a~y been done. But in future if 
any other nation were to do that, if we had the Act on our books, the Government 9f 
India would be able to act much more promptly than is the case now. 
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Witness No. 65 

Mr. P. A. BAPTISTA, BOMBAY 

Written Statement dated the 3rd September 1926 

SECTION I 

General 

1. There is general depression in the cotton mill industry throughout India but 
Bombay feels it most because it has certain disadvantages. All mills in the same area 
are not affected to the same extent. 

2. This depression is mainly due to th~ loss of the purchasing power of the ryot and 
the loss of the purchasing power is due in an indirect degree to the loss the' world has 
sustained owing to the late war. 

3. This depression is mainly of a temporary character and once the purchasing power 
of the ryot is increased there will be a better demand for textiles and the present depression 
will pass away. There are however Qertain causes of a permanent character for Bombay 
mills which will always be a handicap to the Bombay mills. 

4. I do not think that many more mills will close down if they practise economy 
and set their houses in order. . , 

5. Of the 83 Bombay mills, 42 are making a good and decent profit. Such mills 
as have no reserves or financial assistance or are in the hands of weak holders are just 
now suffering. Of the 41 mills in Bombay remaining, about 10 mills had their capital 
watered during the boom and therefore collapsed in this depressing period. Most of 
the upcountry mills are earning a decent profit. 

6. A further fall in cotton would certainly enable mills to place textiles on the market 
at a much cheaper price and if the prices come within the purchasing powers of the people 
there would certainly be a demand for cloth and a decent margin of profit to the manu
facturers. But this cannot be said for certain as I know that in the year 1899 when 
cotton was at about Rs. 150 per candy and cloth at 6 as. a Th. mills had to shut down 3 
days a week as there was no demand; whilst in 1919-20 with cotton at Rs. 900 per 
candy and cloth at Rs. 2-12-0 a Th. there was a great demand and handsome profits. 

7. I do not think the instability of prices has very much to do with the case. Some 
merchants refrain froln buying in largt'l quantities. But if there was a demand from· 
the public the mllrchants would rush to the manufacturers in spite of fluctuations. 

9. I think the main cause of the depression is the fall in the purchasing power of the 
ryot. Once this rises the industry will be on its feet again. 

10. No. They will first supply necessities before going into luxuries. Some may 
do so by way of preoaution against a rainy day. But the majority will go in fot 
clothing. ' 

11. .The present depression is not due to lack of organization in general among the 
millowners. There may however be some room for improvement if eaoh mill were to 
appoint a small committee of its own to find out its defects. 

12. In my opinion most of the mills whioh have chan~d hands and have gone iuto 
liq,jUdation have done so from other causes than the depl'6SSl~n of trade. 

Tbe depression has not muoh to do with the closing or ohanging hands of mills but 
it is due to other causes. 

The Planet Mill was built during the boom period. It purchased a burnt down mill. 
It spent large sums of money when machinery was at its highest. It had no working 
capital of its own. The agents could not get deposits for working the mills. It frittered 
away its profits in high dividends. • 

The Gold Mohur Mills built an extensive weaving shed when the price of looms was 
at its highest. This absorbed ail liquid oash with the result-that when stocks began to 
acoumulate the agents could not finance it. Hence it· had to change hands.. . 

The Diamond Mill was a mill which was hardly worth 12lakhs and was bought during 
the boom period for 55 lakhs. The capital was only 50 lakhs and all this was absorbed 
in brick. mortar and machinery. They simultaneously mortgaged the mill by issuing 
debentures which were taken up by the party who sold the mills: ~t could not pay i~ 
war witq this heavr loa4 an4 ha4 tqerefqre tQ close down, . 
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The Industrial Mill was an old mill which in 1904 was knocked down for 41akhE! but 
during the boom period was Bold for 241akhB: It could not stand this and had to reduce 
its capital to half. The management was not considered satisfactory and it had to 
change hands. 

The Hongkong 1tfill worth IOJakhs was bought at boom prices for 41 lakhB. It was' 
part and parcel of a woollen mill and came to grief. 

The Assur Verjee Mill's fate was due to the same causes as that of the> Gold Mohur Mill, 
The China Mill went into liquidation hecause it was sold in the boom for a very handsome 
Bum; and the shareholders got a good return. The present agents paid nearly 5Q)akhs 
and have called it the New China Mill. It has added new looms which further burdena 
the mill. These looms have heen bought at a very high price. It is not working. 

SECTION II 

Nafure aM Extent of competition tzetween imported good8 and those-of Indian 
manufacture 

14. Inasmuch as the exchange gives a decided advantage to foreign' countries to 
that extent this increasing competition has depressed the local industry. 

23. Yes. I consider that there will be an increase as they have owing to exchang" 
a decided advantage over Indian and English milia. 

24. The Japanese yam competes both with Indian and English milia. 
25. For the same reason cloth mills will increase. 
26. ,For the same reason importation of cl~h will increase. 
2S. The Japanese have certainly a great advantage owing to the fact that they 

work double shifts and employ women and children largely in their wor~., 
31. No. 
33. Yes. Drills, shirtingS, sbeetings and hosiery have been imported largely 'from 

Japan JUld are seriously handicapping ~ur industry. 
34. I do not think so. ' 

" 
SECTION m 

Internal Competition 

35. The Bombay milia are suffering because new and model milia have been erected 
np.count.ry with up.to.date and labour-saving machines. The milia in Bombay are old 
and much production is lost by tbeir being badly lighted and ill-ventilated. 

36. The Bombay lnilla have a better climate and little more efficient labour. They 
have facility for export. Their mill stores are cheaper, and also the Tata power which 
is constant. 

37. The np:country milia have cheaper labour, (2) cheaper cotton, and (3) cheaper coal. 
SS. I, do not think that there is much competition. Each manufac1>ures a distiIict 

class of goods. The milia have an advantage in weaving coarse coloured sarees and 
ousting the hand·made sarees.It is the handloom industry which suffers competition" 
and requires protection. 

SECTION IV 

Min management 

40. Milia are generally not managed with economy and efficiency. There ~ ample 
room for improvement. 

41. There are mills which work (I) on the 10-15 per cent. commission on profits, 
(2) Milia which work on commission of 3 pies per lb. (3) MilIa which work on 
commission on aales. 

42. Although milia have commission on profits they have two clauses which nullify 
the effect of this: (I) They get a fixed allowance of Rs. 1,000 to Rs. 2,000 per month as 
office allowance for supervision and a minimum of Rs. 25,000 to 50,000 whether profit is 
made or not. This has a very depressing effect upon the industry. 

43. There are certain millowners who are also cotton dealers, mill-store dealers" 
marhluery dealers, coal merchants and insurance agents. ' 

110 Y 422-12 
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45. Most of the J!lills which have come to grief have done so for want of capital. 
46. -1'0 a great extent the present difficulties of the mills are due to heavy expenses 

made when the price of land, building, and machinery was at its highest value. Most of 
the mills in Bombay have made extension or replaced machinery during the boom period. 
Some mills ohanged hands at very inflated prices and all, these have come to grief. _ 

SECTION V 

MiU finance 

47. Yes. Very handsome dividends were paid and the big depreciation and reserves 
were immediately invested in fabulous prices for land and machinery thus locking up 
liquid capital. 

5!. Mills with weak agents fina difficulty. Others do not. 
52. In Bombay from 5 to 9 per cent. according to the soundness of the cOlI£ern. 

SECTION VI 

Ooat oJ Production 

(a) General 

53. A fair s~ed mill is one with 1,000 looms and 45,000 spindles. 
54. Mills built before 1890 and which have changed from purely spinning concerns to 

spinning and weaving concerns are not conducive to economic working.. Also such milL~ 
as at first purcbased a very limited area of land and have subsequently enlarged it work 
under great disadvantages. 

58. Bombay mills are at a disadvantage as regards (I) cotton, (2) wages. 
59. Humidifiers are a great advantage and even in the horrid climate of Bombay they 

al'e installed in- mills. -
(b) Raw Materiala 

" 
60. Cotton for Bombay mills is purchased at the Juthas at Sewree through brokers who 

are sometimes relatives or friends of the mill agents. The brokerage paid is 2 per cent. 
on the price of ootton. Therefore the higher the price of cotton the greater the brokerage. 
rhe better system would be brokerage per bale so that the broker would try and beat down 
prices. Of late some mills have been purchasing cotton. There are also some miIIowners 
who own gins and presses and they make purchases from these gins. Bombay mills do 
~ot sufficiently hedge their purohases. Hence the great loss. It is not necessary that 
~hey should hedge in Bombay alone. They oan hedge their plJI'Chases in Liverpool. 
\lany agents lack this foresight. 

61. A great deal of the depression is due to not sufficiently hedging cot,ton. The 
dement of speculation can to a great extent be reduced by careful hedging. 

63. To the extent that they have not hedged them. 

(e) Labour , 
64. The higher wages paid by the Bombay mills oan be overcome by making retrench

:Qllnt and reduction in the number of hands employed. Some mills are top-heavy. 
61l. If better oonditions prevailed. 
70. There is some handicap owing to the ineffioiency of labour, but the fault is not 

If the labourers. They are a dumb olass who oannot place all their grievances before 
;heir masters. Labour is more inefficient in upcountry mills than. in Bombay. . 

71. Absenteeism in Bombay is due to a great extent to sickness, especially malaria. 
I:[ost of the labour in Boinbay is imported and not indigenous. When a bonus was given 
;0 hands there was a better attendance. 

77. Very little faciliiy is given for teohnioal eduoation. The V. J. Technioal Institute 
las been in existenoe for more than 35 years and nearly two generations have gone through 
;he oourse; yet in many mills in some of the most important points technical studente 
Lre not engaged. The jobbers are very inefficient and there are no facilities for their 
;raining. This is the most important class and should be trained. A jobber gets 
,mployment merely on the certifioate of a mill manager or a master of the department. ' 
I-liIl, Ihould employ jobbers from a better eduoated class of people, 
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78. No. 
80. Yes, if they are given a training. 
82. Yes, if an eight.hour day was introduced. 

8Y. Legislation baa increased the co.st of production. 

(d) Overhead chargu 

86. The depreciation funds should not he utili • .ed for 1t'orking capital and not locked 
up in block or machinery. . 

&7. There is much room for improvement in valuing stock. Besides auditors 
there ougbt to he employed expert checkers of stock who have knowledge of the internal 
working of mills. , 

88. Moat mills have half.yearly audits. 

(e) B.alu 

89. The better system of selling cloth is for mills to sell throuf!h their own 
salesmen. 

,ANNEXURE A 

A note on the Agency system 

The system of managing agents is preval..nt in all mills in Bombay. A dozen mills 
are paid 1 anna per Ib, which sometimes works out to 25---'40 per cent. of the profits. 
There are about a dozen mills working on this system in Bombay. There is only one mill 
which works on a 3t per cent. on sale basis. The rest of the mills work on a 10-15 per 
cent. basis on profits. They are paid besides this an allowanceofRs. 1,000 to Rs. 2,000 per 
month. Then they stipulate in their agreement Rs. 2,500 to 3,000 as the minim:um com· 
mission whether the mills make profits or not. They do not limit the maximum com· 
mission and there are agencies which pay as much as from R •. 10,000 to 25,000. Then, 
moat of the millowners are also insurance agents. They are allowed by the underwriters 
to pay 25 per cent. to the mills whilst mill agents are allowed 421 to 45 per cent. and this 
difference in some mills amounts to Re. 2,000 per month extra to mill agents. Several 
mill agents have opened their own houses in England for purchasing stores and they 
earn about Re. 500 to R8. 1,000 per month on the basis of 2! per cent. commission. They 
open firma for purposes in which they are principal partners. Some mill owners also own 
gins and presses and cotton is often purchased from these factories. These factories 
therefore have assured customers and thrive. All BombaY'mills have cotton brokers 
and cotton is bought through them alone. No one can tender directly to the agents. 
They have to work through brokers. The brokers are allowed 1-2. per cent. brokerage. 
They are geneTally relatives or friends of agents to whom this commission or sale brokerage 
is given. If a mill therefore consumes about 800 candies a month and the 
price is Re. 400 per candy, even at } per cent. they earn Re. 3,200 per month, which 
is not a small amount. My opinion is that the brokers should be paid about 8 annas 
per bale instead of this vast sum. The fluctuation of prices make the brokers sometimes 
earn fabulous sums for the same amount of work. Under my system there would he 
a limit to their earnings. According to the present sntem they are not interested in 
heating down the prices as such energy on their part would cut into their own earnings 
and we have not yet evolved a race with such altruistic motives. 

ANNEXURE B 

A note on the sale8 syll/em , 
I prefer mills to have their own selling arrangements and not eomIDlSSlon 

agents. The commission system is a very expensive system and they bite off a good 
amount of the profit. For a mill of 1,000 looms and 30,000 spindles the commission 
would amount to Rs. 54,000 or even Rs. 72,000 per annum, whilst I know of spiling 
organizations for a mill of 1,500 looms not costing more than Rs. 1,500 per month. It 
is argued that they are responsible for all payments. But the losses for non·payment 
have never been heavY. As for the fulfilment of contrILcts, merchants ask for 'con· 
cesaions and they are gra'lted. Deliveries are never taken in time and the mills do 
Dot enforce them strictly which causes 1088 of interest to the mills. Moreover the 

)10 y 422-1211 
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goods. are sometimes_~ebited to the commission agent!! and mill godowns are used 
for stocking and no godown rent is charged. If mills were to open shops in many 
centres the sales would be better and at least one or two middlemen would be saved. 
At present there is (1) the selling agent, (2) the upcountry merchants who come and buy 
a few bales of each sort, (3) merchants who make large contracts, (4) the upcountry 
merchant selling to petty shopkeepers, (5) petty shopkeepers selling to hawkers of 
different sorts. 

. If mills had their own shops in different centres the petty shopkeepers would come to 
these centres and make purchases and sell to hawkers. In· this manner, 1,2,3 and 4 
could be eliminated, oratleast 2, 3 and 4. Moreover when speculation is rife the merchants. 
who make big contracts sell their whole contract to three or four merchants in the bazar 
at a profit and in this way goods pass through one or two hands before they can go into 
the hands of the upcountry buyer. The selling agent is also allowed 9--30 days' credit 
and if he recovers the amount as he -generally does from the merchant he pays to the mills 
the amount earlier ·and gets credit for interest. The sales agents are asked to deposit 
a lakh or two according to the size of the mills and they are paid interest for this amount. 
outy capitalists can become selling agents and these capitalists have not much 
knowledge of markets and have to depend upon salesmen whom they employ. The 
organization of the commission agency does not in any way relieve the managing agents. 
of .the work of selling as in eyery case they have to place the offer of the merchants before 
the managing agents for sanction. If improvement in these directions is made there is 
sure to be improvement in the profits of the mills. . 
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Witness No. 65 

Mr. P. A. BAPTISTA, BOMBAY 

Oral Evidenu recorded at Bombay on the 6th September 1~26 

Preaitknl.-Will you kindly tell us what Y01!1" .connecfion with the cot ton trade 
baa been' 

A I have passed the Victoria Jubilee TechnicaJ. Institute examination, and after that 
, I joined a mill. 

Q. Which mill , 
A. The Moruji Goould808 mill. I worked up from a small position to the position cf a 

weaving m8o8ter ~nd w808la.tterly the manager of a mill. 

Q. Yau were manager of the Morujt Goculda.s Mill ! ' 
A. Yes. 

Q. Why did you leave it 1 
A. I wanted to start .. mill of my own. 1 tried my hand at it. 1 failed and therefore 

,I retired. 

Q. You are able to speak then from rather poignant experience! 
A. Yes. 

Q. How many years does your connection with the mill industry cover 1 
A. Twenty.five years. 

Q. I see you consider that the depression is ouly temporary 7 
A. Yes. 
Q. What are your grounds for holding that it is tempor&l'l'? 
A. Things adjust themselves after a certain time. 

Q. In your view 42 mills to.day out of 83 are making profits. What are your grounds 
for that statement' . 

A. I have gone through a lot of mills and seen which are makiIig profits and which are 
not. 

Q. What grounds have you got? Could you give us a little more evidence 7 
A. They have got large reserves. They are under better management. Their agents 

command greater confidence of the people; not only of tbe people but of the merchants 
themselves. There are certain mills whose goods are not very much taken up simply 
because they do not inspire confidence in the merchants and they aJ.ways pay the lowest, 
prices for the goods of certain mills, while they are prepared to pay a; quarter of &n anna 
more for the goods of those mills on which they can rely. ' 

Q. Quite 80. You state that 42 mills out of 83 are making profit. 1 should like to know 
the evidence on which that is based 7 . , 

A. You ~Jl have to go into each case and then 1 can give you the reason for each one. 
It does not mea.n that all of them have got the same reason, nor that all of them have got 
the Ame re808ons for making a loss. 

Q. Quite sa: 
A. I conclude therefore that the trade is doing fairly well. 
Q. That is hardly borne out by the balance sheets. You say that 42 mills out of 83 

are not making a profit. But you think, inspite of that, that the industry as a whole 
is making a profit 1 

A. Yes. 

Q. I should be much obliged if you could give us a1ist so that we can form some estimate 
for ourselves. 

Raja Han Xis""n KauZ.-You think conditions are such that if the present margin 
between the price of cotton and cloth continues. mills which have not gone into liquidation 
will not go weaker' ' 

A. No; because they have to look into their houses and see whetber ,their houses are 
in order. 

Q. You think there is room for further economy 1 
A. 'Yes. and some are effecting economies 808 far as my kn(;wledge goes. 
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Mr. Subba Rao.-You spoke of things adjustin~ themselves' 
A. What I mean by that is that when you make a change immediately you cannot 

put up with the change. rhere is no doubp as I mentioned in my statement that, to a 
certain extent, the exchange question has .. great deal to do with the present 
depression. . 

Q. I am not asking about that. Does the adjustment include firms' going into 
liquidation' ' . . 

A. No. What I mean is that the purchasers adjust themselves to the state of the 
market. -

Q. It does not include businesses failing and people buying them up? That will be 
disastrous , 

A. No, I did not mean that. 
Pre,:denl.-Coming to the question of competition between imported goods and those 

of Tndhn manufacture, Mr. Baptista, you as a weaving master must have had consider
able experience of Indian piece.goods , 

A. Yes. 
Q. Do you know much about English and Japaneae goods ? 
A. Yes. I used to visit in my capacity as manager the shops in the market once a 

month to see what were competing with our goods. I may say it is not very common 
in all.he mills, but we used to do it. 

Q. What I want yo~ considered opinion on is what is the exaCt range of competition 
between Indian, Japanese and English piece-goods. You have been follow.ng our 
prooeeding with a certain amount of interest, I know. You know exactly what I want 
to get at. 

A. What I feel is that there is general competition in grey goods, in sheetings-not of 
very high counts. The Indian mills generally make their sheetings and shirtings from 18s 
to 24s against the English mills making their sheetings from 22s to 32s. In weight the 
English goods are lighter than ours, because our counts being a heavier one we c.annot 
produce goods of the same weight as the English sheetings and they put in a few more reed 
and pick into the cloth which gives the cloth a better appearance. In price, they are 
just a little higher., But still because of the bett~r appearance and the closer texture they 
are preferred to our Indian sheetin;s. Still there is a class of people who will al~ays 
take the Indian cloth because it is a bit cheaper. The .Tapanese are able to put on the 
market almost the same oloth as the English cloth in reed and pick and counts and at a 
oheaper rate and that actually oomes into competition with the Indian goods. ' 

Q. You say that Japanese sheetings are di!jtinctly superior to the Indian but not quite 
BO good as the English' 

A. Yes, and that comes nearer to the price at which Indian mills try to put their goods 
on the market and it is preferred, and therefore we are suffering a severe competition 
from the Japanese than from the English goods in that, respect. And there are other 
classes of goods like drills and such like things where the Japanese compete with us very 

I much. Pepperell which is an American drill is much hjgher in price than other drills. . 
But there are classes of people who will always wear it. 

Q. Would you say from your experience that the competition between Indian, English 
and Japanese goods is greater than it is usually thought-to be, The point of view that 
has been put before us is that there is really very little competition between Indian and ., 
English goods. . 

" A. That is true as I pointed it out to you just now. I said that beoause they were 
higher in price these three goods did not compete with one another. There is Ii big 
margin between the Indian and the English sheetings and the Indian mills can stand 
that competition. But in the Japanese case, they are hetter in quality and cheaper than 
the English and therefore they compete with us more than the English ones. 

Q .. What I would like to find out if possible is how much 01 the English stuff that comes 
in is made from varn undel 40s. 

A. All sheetings are made under 40 •. 

Q. All the English sheetings , 
A. Yes. 
Q. And what other olass of goods ! 
A. There are some dhoties made under 4Oa. 
Q. Any shirtings f. 
A. Yes; not all. 
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Q. Auything else coming from England! 
A. There are certain varieties of cloth that you cannot classify exactly in that fashion 

But I think the majority of the grey goods are made from counts below 4Os. 

Q. Even the English' 
A. Yea. 
Q. As regards the Japanese goods, would you say that much of their stuff is below 

308? . 
A. No, exoept for the towels and such like things. Their drills are below 30s 

Q. The bulk of their competition is in counts between 30s and 408. 
A. Yes. 
Raja HM'i KNt1l4" KauZ.-When did you sever your connection with the mill ! 
A. About five or six years ago. 
PruilkftL-You have been keeping in to.uch with the industry since then? 
A. Yes. 
Raja Han KNt1l4" KauZ.-How long did you go on with yOW; qilll ? 
A. For a ahort time. 
Q. About a year ? 
A. Yes, it was merely a dyeing and llieaching one. 
Q. You worked it for about a year ! 
A. Yea. 
Q. And then why did you give it up ! 
A. BecaW18 I could not stand the finance. 
Q. Could not pay inte""t t 
A. No. I could not. 
Q. Sinee then your knowledge of the cloth market has been obtained (rom what you 

have seen casually 7 
A. Yes, since then. 

Q. There is practically no import of grey chadars from Ja~u ! 
A. I do not think there is so much as to be any real competition. 
Q. All the grey chadars come from the United Kingdom! And grey sheetings come 

mostly from .Japan and not from the United Kingdom? 
A. That depends upon the classification of sheetings and shirtings. 

Q. In the Sea.bome Trade Statistics more than 34 million yards of what is regi.'!tered 
as grey sheetings came from Japan last year while only about 112 thou~aud came from the 
United Kingdom. So the competition woulji appear to be entirely with Japan ? 

A. Between Japan and England there is a tremendous competition. Between Eng&h 
and Japanese goods in our market there is competition. 

Q. In grey goods, particularly grey sheetings, there seems to be competition between 
India and Japan, not between Japan and the United Kingdom. Is it so ? 

A. No, I think there is betweeq both. 
Q. The imports of grey sheetings from the United Kingdom are very small ! 
A. But they have been reduoed. If you look at the figures ten years back you will 

see qnite a different story. 
Q. Ido not think they are mucb. There have been attempts to manufacture drills 

more or 1ees of the aame type as those coming from Japan , 
A. By whom! 
Q. By the mills here. 
A. Yea.. 
Q. Do you think they have been succeesful , 
A. There was a time when there was a great demand for this during the war, and 

immediately a fter the war, but now the price has been such that the Indian mills have 
been obliged to stop tbat particul!l.J' aample of drills. 

Q. SO they are not making them! 
A. They are making them but not to the extent as they did during the war and imme. 

diately after the war 
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Q: Axe you aware that they are now trying to imitate a certain Jtind of Ja.panese 
drill1' . 

A. Yes, every mill I think is making Japanese drill. I won't call it imitating them. 
This comes in the course of c'oth they have to manufacture. The Question of imitation 
depends upon as to who was the first in the market, and who followed. There are mills 
which have been producing it from 1880. . 

Q. My point is, have they succeeded in placing on the market drills which are a.a good 
and attractive M those produced by Japan? . 

A. Some mills have made very good drills, but still in my opiI4on they have not 
come up to equality with the Japanese in get-up and other things. 

Q. As regards cost ? . 
A. Each one knows what it costs him, but I dare say taking into consideration all 

things, if Indian mills were to attempt to manufacture equally good stuff, they would never 
be able to put it on the market at the plj.ce at which Japanese mills have been doing. 

Mr. Majmwlar.-Evidently there seems to be some confusion about the- word 
, sheetings.' . 
,A. We get samples and we get them analysed and so far a.a shirtings are concerned 
they seem to be from 40s to 44s and 36s to 408, while all the sheetings are of coarser 
counts. -

Q. There are shirtings of 248 and 30s also. 
A. There is a good deal of confusion in shirtings and sheetings and longeloth. 
Q. Sheetings are generally of 148 to 158 and 1& to 178 counts! 
A. Yes. 
Q. Those are generally of Japanese make r 
A. Some of English make also. Horrocks sheetings are sold in the market. 
Q.,They are of the same counts ? 
A. I have not examined them so minutely a.a to find out the counts. The Horrocks 

eheetings have been coming for the la.at 15 years and it is even now coming and there is a 
cIa.as of people who will wear it and none other. _ - . 

Preaident.-As l'6gards internal competition, Mr. Baptista, I see you consider the 
Bombay Mills are suffering because new mills have been erected upcountry. -

A. Yes. 
Q. Do you consider that the competition of the upcountry mills with the Bombay mills 

contributed to the present depression in Bombay? 
A. Yes, absolutely. 
Q. Which do you consider the greater factor, the competition of upcountry mills or 

the competition from Japan? 
A. I think the competition of the upcountry mills. 

Q. The Bombay mills are still producing rather lesS than half of the total production 
of India. 

A. That is true. But the upcountry mills are so situated that they have got certain 
natural advantages. The Bombay mills had certain advantages in some markets before, 
now mills have been planted in those very places where we used to supply the 
goods, or at a little distance from them. So they have got advantages. They have got 
advantages in the price of cotton which I have worked out would be nothing less than 
Re. 30 a candy. The upcountry mills situated in-co~n districts have an advantage of 
Re. 30 per candy. And that is a very big difference. Because a mill of an average size
would consume between 500 to 800 candies a month. Then they have a saving in 
freight. 

Q. That is only I anna a pound on cotton? 
A. Yes, that is one advantage. They save in freight. The Bombay mill ha.a to send 

its goods to th&-Punjab. But a mill erected at Indore ha.a to pay only half the amount 
of frei.,ht teoause 01 the shorter distanoe. They save in freight there and I think they 

-have slightly cQ.eaper labour and they have not got suoh heavy incidence of municipal 
and other taxes 1I<hich weigh down the Bombay mills considerably. All these would 
come to more than an anna a pound. 

Raja Han Kiaha .. Kaul.-Have you worked out this-advantage of the upcountry mills 
in figures Y How do you arrive at Re. 30 a candy! 
. A. In point of fact many of them get their ('otton without being pressed. There is 
the pressing oharge there. There is one mill at Hubli, and there are other mills whidl get 
their cotton in docrtU (i.e., half prellSed) instead of full pressed bales. 
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Q. Perhaps one mill ! 
A. A good many mills. A mill situated in a cotton' district h&8 many advantages. 

It saves freight. 
Q. Do you know of any other mill that takes unpressed cotton 7 
A. Many mi11s. 
Q. Have you worked out the difference in freight 7 
A. Yes. About Rs. 12 per bale is the freight from Hubli or Dharwar to Bombay. 
PresidenL-Rs. 21 a ca'ldy ? . 
A. Then, there is the charge at the jaitha where they send it for sale. 
Bajtl HGri Kiaho.n Ktlul.-So that the Hubli mill will save that 7 
A. Yes. 
Q. Any other saving ,. Have you worked out any figures ? 
A. Not for the P.urpose of giving you. 
Q. Can you work them out and give them to us 7 
A. Yes. I will give them to you in detail. 
Q. You say the upcountry mi11s have got up.to.date labour·saving machines? 
A. Yes. They are of the latest built types. 
Q. In what department? 
A. Blow room for instance. There is not much hand work there. Everything is done 

by automatic arrangements. They have been put up in the latest style. 
Q. Is there any difference in the cost of machinery ? 
A. Well, if anything, I think the present prices are against machinery. 
Q. These upcountry mills were put up during the l&8t few years, and I suppose at a. 

very high price ! • 
A. Yes. 
Q. Will that be a disadvantage? 
A. In one way it would be, .but that is only once. It is not a recurring cost. 

Q. The interest charges ? 
A. The interest charge, I quite admit. 
Q. The interest comes every year 7 
A. Yes. I do not think that the difference will be suoh &8 to make up for the liI&ving 

that they had got. .. 

Q. Have' you examined that? Have you taken all these. points into oonsideration 
in saying that the upcountry mills have a distinot advantage 7 

A. I have not; But mBny people have spoken &8 to how the mill in Indore which waS 
put in 1921 with about 30,000 spindles. and 800 looms had made Rs. 8,30,000 profit. 

Mr. MtljmtuUir.-That is under different oonditions. 
A. What are the oircumstances 7. 
Q. 14 hours' work. 
A. Only 12 hours' work. 
Q. You mean an average of 12 hours 7 
A. Yes, of course. 
Q. They have·no electric.light! 
A. No. 

o Bajtl HtI" KialuJn Kaul.-You have not looked at all these points! We should like 
you to go into all these points, so that we may be a1>le to judge for ourselves how far 
upcountry mi11s score over Bombay and how far Bombay has got advantages against 
upcountry mills. 

A. Yes • 
. Mr; Sublxl RatI.-You say .. it is 'the handloom industry which Buffers competition 

and requiretr protection". Competition from whom 7 - . 
A. From the mi11s. 
Q. I thought you meant English competition. In answer to Question f 38 you say 

" I do not think that there is much competition. Each manufactures a distinct class
of goods". Then you speak about the handloom competition. If the mills are not 
producing similar goods how can they compete with the handloom industry? I thought 
you mt'ant· f~reign competition. . . 

A. What I mean to say is that the mi11s manufacture a different class of goods from 
what the handlooms manufacture. But ~ere are cerWn cases where they do oompete. 
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with the handloom industry and what was in my mind at that time was that .at one 
time the handloom did all the saris which to-day have been taken up hugely by some of 
the mills in India and therefore the handloom industry is suffering competition. Then, 
the khadi which was mostly hand-made khadi is not manufactured by the mills. That 
is what I mean .. 

Q. This is the line of goods in whioh they compete ? 
A. Yes. There is no competition between handloom and power looms as such; but 

in certain classes the handloom experiences competition from the Indian mills. 

Q. In what sorts ? 
A. As I have mentioned, saris and khadis. There are certain classes of goods which 

no power loom can manufacture and they must neoessarily be manufactured by the 
handloom. 

Q. It cannot be stando.rdised ! 
A. Yes. 
Mr. Majmudar.-How many mills are getting an advantage of Rs. 30 a candy over 

Bombay? Let us take Ahmedabad. It purchases cotton from which centres f 
A. Karl, Broach and all places above Kathiawar 
Q. Do they purchase from Hubli? 
A. Not to my knowledge. 
Q. American , 
A. Yes, they do. 
Q. Cambodia.' 
A. Yes, for the higher classes. 
Q. All this cotton has to be got from a greater distance than Bombay! _ 
A. Yes. 
Q. Whereas for Gujara.t cotton the freight to Bombay as well as to Ahmedabad will 

be the same. If anything, it is nearer for Bombay. . 
A. Yes. 

Q. SO in the oase of this ootton, the Ahmedabad mills have to pay a higher 
freight! -

A. But they stiok to such cotton as is nearer and which comes cheaper, provided it 
serves their purpose. They may go in certain cases for other cotton; but they try to 
avoid that as much as possible. 

Q. Have you any idea as to whioh cottons. Ahmedabad mills require for spinning 
according to their present requirement! 

A. No, I have no idea at all. 
Q. From what little we saw, we found that they were going more and more into finer 

and medium counts and that they have been using the Cambodia, African, Sind-American 
and all suoh qualities of cotton to a great extent. In the case of all th~se cottons they 
stand at no advd.ntage over Bombay; on the contrary they stand at a disadvantage, 
in having to pay a higher freight. You agree to that.f 

A. Yas, if that is so. • 
Q. Then let. us take the question of ooal. In the matter of coal, Ahmedabad is at no 

advantage over Bombay. 
A. Yes, I think so. 
Q. Then, with regard to stores also, Ahmedabad is at no advantage over Bombay. 

,. 4.. No; but at a very little disadvantage. 
Q. A mill may pay Re. 10,000 or Rs. 20,000 a year in railway freight. It depends 

on what quantity of stores it oonsumes. 
A. Yes. 
Q. Then, we next take up the question of labour. Bombay labour is certainly mete 

efficient than Ahmedabad labour. 
A. I do not think so. . 
Q. You think Ahmedabad labour is more effioient' • 
A. Yes, because it is a more ~tationary labour than Bombay labour. Bombay labour 

is more of a migratory oharaoter and they always take a pretty long holiday every year. 
My experienoe in the weaving department is that when two men manage a pair of looms 
every year. one goes for a holiday and there are many such in Bombay. 

Q. Have you had any experience of the Ahmedabad mills , 
A. No, I have not. 
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Q. Then, Ahmedabad mills have- to keep a bigger amount of cotton than "Bomba.y. 
A. They can hedge. . 
O. That is a different thing. I take into consideration tjJ.e usual conditions. 
A. I have known certain Bombay mills keeping as much cotton as any mofusail mill. 

It depends upon the finance of each one. . 
Q. That is not for all varieties. Bombay mills have to keep only some warp cotton. 

Ahmedabad mills have to keep stocks of all varieties. They have to provide a bigger 
capital and there is further the risk of depreciation also • 

•• Therefore they could hedge it. 
Q. Very few mofu88il mills do that. H you take into accQunt all these considera.tions, 

do you think Ahmedabad mills have any advantage over the Bombay mills ! ' 
A. Yes. Even if you take all these into consideration, they are centainlyat an 

advantage. It may not be as much as I have mentioned. Some may have more and 
others less. But they are all at an advantage ~ver the ~omba.y mills. 

Q. Further if you take Nagpur, excepting coal, I do not think they are at a.ny special 
advantage. For instance, they may be purchasing a major portion of their cotton from 
the Central Provinces; but they also purchase from the Nizam's dominions. When they 
have to send goods they have to send by rail to long distances, whereas Bomba.y can send 
goods by sea to Calcutta, Madras, etc., at a very nominal freight. 

A. But still, Nagpur is centrally situated. 
Q. But the railway freight 18 always dearer than the sea freight. 
A. That is of course a fact. What do you want to infer from that? 

Q. What I mean to say is that the advantage that you have mentioned as regards 
railway freigh~ is not common to all centres. 

A. But you are forgetting one very important fact that, although they have to pay 
freight, they sell their goods very much in thf> local markets whi\lh saves them all the 
freight. But in Bombay you cannot sell directly to the consumer. 

Q. In which markets are goods sold by the Nagpur mills? 
A. All far as my knowledge goes, they have standardised their rates and in all the 

market9 they sell at the same prices. Whether you have to sell it at Berar or at Tuticorin, 
the price is the same. 

Q. That is a different matter. 
A. But it is a matter which is worth going into. 
Q. You say that is an advantage in their case; but really speaking they are not taking 

advantage of the local market, because they are charging the local market a higher price 
relatively, becanse they add to the price a certain amount due to the freight on goods 
consigned to other markets. -

A. That is much lower than if the goods were to go from Bombay. 

Q. That is only for part- of the goods. But they have 50 shops in different centres ? 
A: One hundred and ten. . '. 
Q. And if they were able to sell a large part of their produce in the local market, they 

would not care to have 110 shops. 
A. It is a pret~ large mill and they are not making large contracts and giving their 

goods in the hands of a Ringle merchant to distribute them. 

Q. Most of the Ahmedabad mills sell either in CaWnpore or Ma.dras or Calcutta f 
A.Yes. . 

Q. And for these they have to pay a higher freight especially to Calcutta and Ma.dras ? 
A. Yes, only to Calcutta and Ma.dras. 
Q. And most of their goods are at present sold in those markets ! 
A. I have no knowlodge on that question. 
Q. Then, yon refer to the competition between handlooms and power looms and 

yon instance khadi. You remember khadi was made on handlaoms years back before 
power weaving was extended to a . great extent but that for the last fifteen or twenty 
years they have given it up? . 

A. Yes, but only to start again. 
Q. So, the competition in khadi i.~ not new. 
A. Of course not. Therefore I say they always require protection. 
Q. And so with reference to chaddars and other varient's. 
A. Yes. 
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Q. Ev~n as regards the manufactun) of saree." the mill, have been doing it lor 20 or 
25 years f .' 

A. Yes. 
Q. SO the competition is not new f , 
A. No, I do not, maintain that at all That is not my standpoint. 

(l. Then, with refer'"ence to the new mills having advantage of the latest machinery, 
how many new mills have been erected! 

A. There is the Model Mill, the Indore Mill, the Sbolapur Mill. You must take those 
mills as modern. Also the Vishnu and the Laxmi Mills. 

Q. The Vishnu mill was started in 1906. 
A. Unfortunately I have not got tbe Millowners' Association's Report. But if you 

look to the fi/!,ures from 1914 to 192!, you will find a number of spindles and looms 
have been added in the mofussil. 

Q •. Because new mi\Is have been put up, it does not necessarily follow that all have 
adopred these improvement.,. 

A. Certainly, when people put new things they do not want to go into old, antiquated 
things unless they have no knowledge. 

Q. From the Millowner's statement you will see that Bombay also has put in 8. 
good number. 

A. They are mostly extilnsions. From 1914, no new mill has been added. 

Q. H you see some of the mills, I am sure YOll \'IilI change your opinion 
A. Of course in the case of big mi\Is, your opinion is quite correct. 

Q. What I mean to say is that the advantage which you consider these new milla 
have got to the extent of Re. 30 a candy, would dwindle, I think, to practically nothing or 
would !!Ven be the reveTSe when you take everything into account-interest or 
depreciation on capital, eto. . 

A. I beg to differ fro~ you on that. I would like to sit with you and work out the 
figures. 

Preament.-Mr. Majmudar will be pleased to do that any time when you are free. 
A. I am free at any time. 
Q. I shall be glad to go into the matter. Then with reference to the question of 

storage of unbaled cotton, you know it is more liable to catch fire ! 
A. Yes. 
Q. You also know that the insurance rates generally, ev{'n for the same class of building 

and especially godowns, are more for the mofussil mills than lor Bombay mi\Is. 
A. Yep, it is so. 
Q. Evcn there, the mofussil have to suffer. 
A., Yes, a little. 
Q. The mofussil mills do not get the same banking facilities. 
A. But they have local people who largely dep<;sit their money. 

Q. Not. at all mills' 
A. Such mi\Is in which they have confidence. 
Q. Do you think the mofussil mi\Is pay more attention to the requirements of the mMk{'t 

than the Bombay mills t . 
A. I could not make that odious comparison. 
Pl'G8ident.-Do not call it an odious comparison. It is a point on which' we want 

information. 
A. You oannot make a genera' assumption of that kind. There are certain mills here 

whioh pay very great attention to the market, and some who have the lalssez'/'Aire 
policy; , 

Mr. Majmudar.-We are talking'of the majority and not of individual mills. What 
is yout' general opinion! 

A. My general idea is that they do not take suffioient pains to look after the require. 
ments of the market. 

Q. Bombay mills do not! 
A. Yes. It is only an impression 

~ay they oertainly do. 
But if you, are to take ~ach b"dividual mill they 

Q. Whereas the mofussil mills do come in greater touch with the merchants , 
A. Yes, they do. 
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Q. And therefore titey are able to mannfacture cloth which is easily. absorbed" 
A Yee,thatisanadvantagetothem. . . 
Q. Can that be one of the reaeons why-tbey are able to dispose of their goods quickly 

and perhapll at a profit! . 
A. Yes, one of the reaeons. 

. Preaide1il.-In the next. section, you commence by saying that mills are generally not 
managed with economy and efficiency and there is ample room . for improvement. 
Would you enlarge on that point, Mr •. Baptista, stating in what directions you consider 
there is room for improvement f 

A. I think in the employment of the number of hands in the first place. They are also 
top heavy. . 

Q. Taking the points one by one, firstly the employment of the number 01 hanaa. 
in what direction is there room for improvement there f-

A. I think there are more hands employed than are absolutely necessary for the 
running of the mill in Bombay; and that is also due to the fact that they get a large 
number of absentees and to make up for that they have to employ a larger number of 

.handa. . 

Q. How can they be reduced f 
A. Inasmuch as they think that, if a man is absent it does not matter, there is another 

man in the service who could come in, it does not matter. With stricter sUPf'rviloion 
over the workmen they will be able to reduce the absentees and thereby the number of 
hands employed. . 

Q. You say stricter supervision! It is a little difficult to see how that would work. 
Can you explain it a little further? 

A. What I mean to say is this: that the Bombay mills employ a large number of hands 
and that is simply due to the laxity of t4eir attendance and also when they are in the ncil1s 
they waste a lot of time: and with greater supervision in this matter and with more 
striotness, they would get the ·same men working better, with the result that they could 
employ at least 10 per cent. less hands. 

Q. I oannot help thinking that if it were possible for them to do so they would have 
done something more than they have done in that direction. -

A. Yes; but the millowners are not very much in touch with the internal working of 
the mills. 

Q. You think t.hey could do withont this allowance of 10 per cent. for absenteeism ! 
A. Yea; and I think that now that they are feeling the pinch, they are doing it and 

Reversl miI1s have reduced their hands. If those mills .could reduce now, I do not see 
why they could not have reduced five or six years a~o. There is retrenchment policy 
going on just now. It is always when you are making money that there is no retrench. 
ment policy and surely this policy is adopted not with a view of making it more inefficient 
but more efficient. • 

Q. Do you consider there is any prospect of getting the mill operative to look after 
more looms and spindles ! 

A. That is a debatable question. In order to know the capacity of the Indian woriunen, 
it would be better for mills to bring out about half a dozen workmen from England and 
make them work side by side with the Indian workmen. Then they would know exactly 
the capacity of Indian workmen. It is all talk just now, but !loo practical proof on that. 
There are certain men who have come from England and who say that we do not give oUl) 
workmen sufficient up-to-date facilities to make them rnn the loom as efficiently as 
a weaver in England. They say the tacklers or jobbers are very inefficient; and they 
do not tune the looms in such a way as would work well. - In England the weavers would 
absolutely refuse to work a 100m which is worked by an Indian workman. 

Q. You speak from special experienoe f 
A. Yea. 
Q. You know about this as a weaving master! 
A. Yes. They are inefficiept; there is no doubt.. 

• Q. What was the n..xt point? 
A. The question of the consumption of the stores. They could certainly make a great 

deal of saving there. . 
Q. In what direction? 
A. In the usage and in the knowing why and wherefrom it is not giving 01lt efficient 

working. I do not say all the mills do not do it. .1 think even in the purchasing of 
stores they could make a certain amount of .aving. Some go in for cheal' and nasty 
goods. _ . 
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Q. What is the next point' 
A. Then I think thE'.re is a lot of wastage of the material • ...., .. UWllJg "' ~n" memclency 

of the workmen. That caUges more wastage in an Indian mill than in an English mill 
and with stricter supervision this might be reduced. ' 

Q. Wastage of what! 
A. All material, cotton, yarn, stores and all such things. 

Q. You say, .. to a great extent the present difficulties of the mills are due to heavy 
expenses made when the price of land, building, and machinery was at its highest value." 
But there has been no new mill put up recently when the price of land and building were 
at their higbest value. 

A. In 1914 you will find that the spindleage was about 3,OOO,000andin 1924 itia about 
3,400,000. There has been an increa~e of 418,000 spindles, and taking avera"e ot 30,000 
sI-indles you have got]3 new mills practically put up and 22,000 lo':>ma have 
been increased in Bombay. 

Q. You consider that means a certain amount of building' 
A. Certainly, they cannot be put up on the streets • 

. Q. No, 1 did not suppose they could. But what 1 was about to ask you was whether 
they could not put them in the existing building? 

A,. No, J do nqt think they could. Buildings are built to requirements. 1 have known 
of mills which purchased land at Rs. 30 and Rs. 35 per square yard and paid as high aa 
Rs. 900 a loom and Rs. 28 a spindle. 

Baja HaN KiB1ian Kaul.-You complain generally of the inefficiency of management 
of mills. Can you give us any comparative figures from your own mill when you managed 
it and from the mills as they are generally managed! 

A. It is very difficult to get the figures from other places. Every one thinks himself 
to be efficient and all the others inefficient. 

Q. 1 dare say with your experience you tried to work as efficiently as po8Slole ! 
A. AB far as the management could permit me to do so. 
Q. Could you give us any idea of the difterence in the number of men employed by you 

and bv other mills , 
A. 'No.1 do not think 1 can. 

Q. You want stricter supervision and you think that will reduce the number of 
emp~o~'ees ! 

A. And specially so now when they have to work only ten hours a day. 
Q. You think by any kind of supervision you can rapidly change the habits of the 

people Y 
A. No. A beginning must be made. 

Q. You say a beginning has been made by certain mills , 
A. Yes. Bome of tile mills have made it. 
Q. Can you give us any idea of how many have reduced workmen. and what 

percentage, . . ., . \ 
A. I cannot get those figures because they will never be available for us. But making 

general enquiries, I have heard a large group has considerably reduced tile number of 
han~ group that manages about 13 or 14 mills. 

Q."Making enquiries from whom' From the management' . 
A. Not from tile management. They won't give us tIlose figures. 1 see a number of 

people asking for jobs and I asked tIlem where they were and why tIley were out, and tIley 
gave me some information. 

Q. You collect information from the workers , 
A. Yes. ' 
Pruidenl.-Mr. Baptiqta. being an ex-manager. must know many men in tile ~. 
A. 1 will not be able to produce any statistics, because'l am not in touch suffiCiently 

direct. 
Baja Han KiBhan Kaul.-That is your general impression' 
A. Yes. 
Q. Roughly speaking, what reduction have they made' Can you give us' any idea' 

Say; Ii per cent. or 2 per cent. , " , , 
A. I have only heard tIley are making a reduction now, because tIley cannot stand 

the present oompetition. 
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Mr. 8uhba Rao.-In reply to Question 43, you say there are certain millownera who are 
also oottoD dealers, milIstore dealers,. machinery dealera, eto. You mean agents or mill 
OWDera , 

A. Mill agents. 
Q They are also cotton dealera , 
A. Yes. 
Q. In a regular way , 
A. No, those who have got gins and presses. 
Q. Of their own , 
A. Yes. I have got a special memorandlim for that purpose • 

. Q. Is it your wggestion that the cotton for these mills is bought by the managing 
agents through their own fifIII8 , 

A.Yes. ~ 

Q. Would you give us the names confidentially' 
A. Yes. (The names were written down and handed over.) 

PreaUknI.·-Is this memorandum confidential' . 
A. Yes. But if you want to queetion me I can auswer you. 

Mf'. 8uhba RCIO.-In auswer to Question 47 you say that very handsome dividends 
were paid and the big depreciation and reserves were immedistely invested in fabulous 
prices for land •••••••••• You mean extensions! 

A. Yes. 
Q. Were there very many such caees! 
A. There were three or four. . 

Q. We know that one at least made a bad speculation. 
A. Not purchasing mills outright but even in extensions. 

Q. They paid heavily for land and it has now gone down in value? 
A. Not only land but machinery too. 
Mr. Majmudar.-Is there any stoppage of machinery at present due to bad 

trade' 
A. Yes. 
Q. Is it more in spinning than in weaving, or in both? . 
A. In weaving, and naturally the spinning has to be stopped. 
Q. There~ are certain qualities which are not manufactured and conSequently looms 

have to be stopped t . 
A. Yes. 
Q •. As a consequence some of the spinning machinery has to be stopped ! 
A. Yes. 
Q. Do you' consider the retrenchment that is being made at present in cer~ cases is 

due to the stoppage of machinery , 
A. No. Apart from that. 
Q. It is over and above that t 
A. Yes. 

Q. To what enent do you think the mills Pave been able to retrench! About 5, 10 
or 15 per cent.? Firstly in the supervising staff. . 

A. Taking all in all. ODe mill might remove the top heavY men. Another may not 
have followed exactly the same method. So you cannot say exactly what reduction was 
made in each section. But on the whole I think at least 2 to 2t per cent. reduction has 
been made. 

Q. It is not in the case of those people who are minding the machines t 
A. No, that cannot be. 
Q. It is only in the case of the extraneous people ? 
A. Y'IB. 
Q. When you say that it is possible to reduce 10 per cent. of the labour force you also 

refer to th£ extraneous people ! .._ 
A. No. 

Q. You refer to the machine people cnly? 
A. Yes. A man may be given a lew more spindles to mind and so on. Make them 

more efficient. because they.have to Wor)r; shorter hoqrs thaJl beloN. 
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Q. In the case of the spinners. 1 think they ~re at present minding one side' 
A. Yes. The~ may mind two sides. In fact the Morarji mill has got a good number 

that manage two sides. 
Q. Does not production suffer in that roase? Does it not lead to more waste ? 
A. If efficiency increases, I,!io not sec why production should suffer. 

Q. Efforts made up till now in that direction h~ve always led to increased WaRte 
and lower production? 

A. Not always •. I do not agree. 
Q. To a great extent? In the majority of cases? 
A. Yes, because of the supervision. 

Q. What is your experience iD. the case of people working single looms and people 
working double looms Y , 

A. I do not think any mill in Bombay works single loom. All work double. There 
was a time when a single loom was merely given to a learner. 

Q. And then a learner was able to give the same production as an efficient man or man 
with experience? 
, A. I ,do not think so. If there was a little advantage for a single loom it is not worth 
considering now. . '. 

Q. To the extent· of 10 per oent. , 
A. I do not think so. You can hardly get half a pound extra Qn ten pounds production. 

That is a.bout 5 per oent. ' • 
Q. Do you think the weaver would be able to mind more tha.n two looms ? 
A. Two, three or four. 

Q. He can mind four' 
A. If you give him the oonditions. A weaver in England has very much less work to' 

do oompared with the Indian weaver's work. 

Q. Tha.t is also partly due to the fact that we B·re on coarser oounts 1 
A. Yes. Let those people be brought out a.nd put on the same conditions and let 

them show results to us. 
Q. That is a matter of trade conditions. If the market requires coarse qualities, the 

mills have to manuf&eture coarse goods. ' 
A. The market also takes their qualities. We are trying to go on to their qualities. 

Therefore we must give their conditions. 

Q. You mean when we commence to go on fine or medium goods we might try the 
experiment of giving more looms to e&eh workman. 

A. Certa.inIy. 
Q. Are there any mills at present working on 50s, 60s and 70s! 
A. Just a few. 
Q. Have they tried that experiment Y , • • 
A. No. It is too soon. In six months time you do not expect the workmen to be @o 

'oompetent as to take up !our looms. They are trying the- experiment of giving the 
aBBiBtance of sma.l\ boys. . 

Q. J t,hink that experiment was tried in Ahmedabad also Y 
A. Yes, I think so. . 
Q. Do you know that the work people a.re already com~aining about the stri~tnes8 

of the supervisors Y 
A. It is a very, common thing. 
Q. If as you say the supervisors and agents are more striot, would that not lead to 

.trikes! ' • . 
. A. We should not be frightened by theSe things. A right thing is a' right thing 

after all. 
Q. Fot example you say that you should be more striot. But the complaint as I have 

sa.id is that no latitude is allowed to the workmen. . -. 
A. What I mean to Bay is that there is no such thin,g ae aski.n~ for lea~ in. the ,Bombay 

mills. They stop away whenever they want to Wlthout gtvmg any mhmatJon, and 
sometimes we have got no men to take their pl&ees and we do not I, now whether a man is 

.ooming back. The result is production suffers. This is a great drawb&ek. If we only 
make a rule that, every ma.n must oome and take his leave as they do in England. I do 
not sa.y there is no difficulty about it, that would be not much of strictness. 



193 

Q. What percentage of people would be remaining absent like that? , 
A. 10 per cent. Nobody in Illy time ever sent a letter to say that he was absent. We 

had to find out after half an hour that the man was not there and then we had to try 
other men for substitute jobs. 

Q. How can they ,send letters when they are jI1iterate ? , 
A. They can send word. They do not live by themselves alone. They club 

together. ' 
Q. It is just possible that one man may be working in one mill and another in another 

mill. 
_ A. That is not so. They live very near in the groups of chawIs. You will never find 
a man living on this side of the Currie Road and workin;! on another'side. He will 
always work in ~ mill round about. ' 

Q. To what do you attribute their negligence? 
A. They have not bean made to do it. Where a man informs, he gets no advantage 

over a man who does not inform. 
Q. The man who does not inform stands to be fined? 
A. But they do not observe that strictness. They do not fine them. 
Q. Their complaint is that they are dismissed, but not fined. 
A. No~ !or Qne or two days. If they are constantly absent, of course they will be. 
Q. You say you have to keep 10 per cent. more labour due to this. What about the 

weaving shed? Most of the weavers are on piece.work ? 
A. Yes. 
Q. You are not getting any people to work as Rubstitutes for them? 
A. Generally these people on piece.work are less absent. In fact if every spinning 

machine had a counter and the men were paid on the hanks produced on that particillar 
machine you would find a great difference in your production. ' , ' 

Q. Then you refer to the jobbers. 'If the jobbers do not attend to the looms properly, 
there is the suPllrvisor, there is the head jobber and another assistant. When they go 
round, they would draw the attention 01 the weaving master to these things. 

A. Well, you know very well that sometimes you get a head tackler who cannot tackllj. 
a single loom. I have known of head jobbers who could never tackle a loom. And that 
i8 not only my experience. It is the experience of many men. They have to tolerate, 
8uch men simply because of the ot,her advantages they get •. 

Q. They should not be, called head jobbers, if they are not practical men? Their 
function is different. 

A. Then that means another man. Any way ,you increase the number of hands and 
increase the cost of your production. 

Q. You require some people to recruit hands, and therefore you should consider these 
men as doing that work. - ' 

A. If you cO,uld combine both into one it would certainly be better. 
-Q. How is it possible? 
A., Why not? 
Q. You do not expect a workman to be every day on duty and to remain in touch with 

labour and get you labour as wanted? ,- , . 
A. There are such men too. 
Q. Is it your opinion that in spite of the availability of such men, the mills do not 

employ them and employ the other people who do not know practical work f ' 
A. WhatI mean to say is that there is nothing here, no system whereby you can know 

one efficient tackler from another. They are simply made tacklers from the certificate 
of a weaving master saying that he has been working as a tackler. If there was some 
examination to be passed by these people you would certainly get a better class of 
tacklers. 

Presidenl.-Wbat is a tackler exactly? 
A. He has charge of 40 to 60 looms. He has to put the looms in such order that the 

weaver can work it easily. Supposing a mill has got 400 looms there 'will be 10 such 
tacklers managing these 400 looms, and each one of them will have 40 looms. And 
in 40 looms there will be 20 men working. He has to bring the beam, put it on to the 
loom, adjust all the parts and make it go. " 

Q. Is he the head of these people who work? . 
A. Yes. In the past they were taken in merely because they could bring themeI\ 

in to work 0.11 the looms and not pn accoullt of their knowledtlB of looms, 
~o I' 422-1~ , 
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Mr. Majmudar.-Partic~ly so when there was a shorta.!(e of labour. 
A. Yes, these men aPe not weeded out because they have had their positions for years. 
Q. ,They also earn on the produotion of looms' . 
A. That is true. 
Q. If the production suffers, it means a lower wage? 
A. Yes.' 
Q. It has been the experience at some of the mills that the weavers complained when 

tacklers did not know their jobs? 
A. Yes; now they are getting more articulate I dare say, but not to the extent that 

one would wish. After all they are dependent for their bread on the tackler. One 
is afraid that he may be discharged should he complain. 

Q. Is it your opinion then that these people ought to be better trained? 
A. Yes, that is my definite opinion. 
Q. What sort of training and for how many years ? 
A. They may have their training in the mills but they should be at least examined 

by an independent body whether they.are competent or not competent and they should 
be given certificates, and on these certificates they should be engaged, and not merely 
on the certificate of a friend. And very often they pass certificates from one to 
another. 

Q. You mean they transfer the certificates from one to the other' 
A. Yes. ' 
Q. SO you would introduce a system of putting in the photographs ? 
A. Exactly. that is in my mind. 
Q. What about the supervisors ! 
A. l'hey ought to be tested too. 
Q. The supervisors are generally recruited from the better cla.ss of people? 
A. Yes, from the tacklers. 
Q. Not from Matriculates , 
A. I have not heard here of a supervisor behlg a Matriculate. These technical boys 

are taken immediately as assistants. 
Q. You re~er to the toys from the Victoria Technical Institute? 
A. Yes, they go directly as a.ssistants. They will not go as anything lower. 
Q. The supemsors also have not gQt much technical knowledgt>? 
A. They have not. 
Q. They are the people who have generally taken practi~al training all their life ! 
A. They are working but have not had. training as such. 
Q. Whom would you prefer, a man who has completed the technical course and d,?ne 

practical work, or a man who has done only practical work in the mill ? 
A I would like one who has done both theoretiCal and practical work. 
Q. Those people do not take-off their coats! _ . 
A. Yes. That is the complaint, but you will get people who will take off their coats 

and have also at,tended colleges, and these are the people 'Who shine. 
Q. Do you think it is possible to give a theoretical training t{) the workmen' 
A. Yes, 'We did attempt it at the Morarji Mill and they appreciated it. Mr. Mason, the 

Weaving Master, used to run a class for them and he used t{) explain to them the different 
'Parts. The tacklers did appreciate it. They said they learnt, something ,,'Weh they 
had never known b~fore. But you do not get many weaving masters who take that 
trouble. 

Q. Then with reference to tbe question of the consumption of stores, generally each 
mill has its own standard. The mills in the same area know about one another's con
sumption. 

A. I won't say it is known but generally the consumption is about near one 
a!1other. 

Q. SO in the matter of consumption of stores, there would not be much margin for 
reduction' 

A. But every little adds up and in a big concern every little is a great thing. 
Q. I do not mean t{) say that efforts should not be made but what I am trying to find 

out is, whether there is any big scope for reduction there. -
A. If you want a big scope for everything, you cannot get it. But every little thing 

adds up. 
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Q. Then with reference to the question of purchase of stOres, do the agent!! generally 
make purchssee in consultation with the heads of departments ? 

A. Yea, but not always. -
Q. And in case bad or cheap stores are P1¥"Chased, the weaving master or the spinning 

master, whoever is responsible, makes a complaint' ' 
A. Yes. 
Q. So I do not think the agent would continue to purchase such articles. 

,A. It is not always heeded. They always think there is some sinister Illotive 
in it. 

Q. But does that happen continuously or rarely? In most of the stores there are 
standard qualities which are generally used? . . 

A. I could not say. In fact for one kind of stores there are many qualities. 

Q. Is it not the practice with the majority of mills to test the various qualities? 
A. No. . 

Q. Do they stick'to one quality only? 
A. Yes, sometimes there is not much latitude for teljting. 
Q. Why? 
A. Because thflY always purchase, the same article from the same firm. 
Q. Supposing 80me change was made in the matter of purchasing stores, how much 

would the reduction in the consumption of stores come to .for a mill of 30,000 spindles 
and 1,000 looms! How much saving could be effected? 

A. Well, you can ea...ny get a saving of a couple of thousand rupees a m()nth. 
Mr. Majmtular.-That may be in the case of some mills. 
A. Yes; not all of course. 
Q. That will be the highest , 
A. Yes. 
Presidem.-As regards the two notes you have put in, I do not think there is anything 

in them that we have not got from other sources. I think !t ;would be useful to have 
them on our record, if you have no objection. 

A. I have none. 
Q. You say .. most of the inillowners are also insurance agente. - They are allowed by 

the under-writers to'pay 25 per cent. to the mills whilst mill agente are allowed 42* to 
45 per cent." Does that mean that the mill agents get the 17* per cent. ? 

A. Yes. . _ 

Q. Then you say .. Several mill agenb; have opened their own houses in England for 
purchasing stores." . .Are you sure that there are several? As far as I know there is only 
one .• 

A. More than one. 
Q. There is nothing confidential about the fact. Messrs. E.D_ Sassoon & Co. have 

their own hoUl!e in Manchester for their own bu..iness. Are there any others 7 
A •. The Swan,. Finlay, Sholapur and Morarji. -
Mr. Majmudar.~But we do not purchase all these articles. It is youroview that the 

brokers who buy cotton get too high a commission? That of course is the complaint. 
A. Yes. . 

Q. Their commission works out to about 1 to 2 per cent. One. per cent. means 
aunas 8 per bale. Is it not so ? 

A. Not necessarily when. prices are at 900. 
Presidem: B.s. ],12·0 or B.s. 2 at 1 per cent. and B.s. 4 at 2 per cent. with cotton 

at about Rs. 200 a bale. , 
A. Yes. -

Q. You oonsider that aunas 8 would be enough 1 
A. Yes. 
Q. I doubt if the brokers will consent to that. 
A. It is more a sinecure appointment. 
Q. Thst, I think, is a matter of opinion. 
A. Yes. It would be advantageous to the mill if they had such a system. My point 

is that they should be paid per bale rather than on the price of cotton. They have no 
ind'.'cement to'reduce the price of cotton, o~ bid !lown t"e merchant tram whom thel a~ 
buymg. . . 

~o T422-13~ 
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Q. One further question about the purchase of ootton. 'I gather from your written 
statement that you are' in favonr of the millowners' proposal that there should be 
only one hedge oontract. • 

A. Yes. 
Q. Now we come to labour. What do you mean by saying that .. some mills are top

heavy" t 
A. They have got managers, weaving masters, assistant weaving masters, assistant 

supervisol'll--il.ll these over-head men-more than is absolutely necessary and they have 
been paying them very high salaries. They are not wanted for the present time. ' 

Q. Taking a-mill of 30,000 spindles and 1,000 looms, what superior staff do you 
consider is required to run on really efficiently! 

A. One manager, 0. carding and spinning master who could be combined in one. 
Q. Are they often combined in one t 
A. Yes. They are often combined. Then an engineer, and a weaving master. A 

weaving master and sizing master is very often combined in one. Then if you have_ 
bleaching and dyeing, a bleaching and dyeing master. But there are several ~ases where 
they have separate men for these. 
, Q. What, should be the number of the superior staff required for a mill of that siz~ t 

A. Those that I nave mentioned now. 
Q. Is that all ! 
A. That is all. 
Q. But have many mills got more than that t 
A. That is not the point. The point is that to my mind they are paid a little too much. 

Tbere may be a considerable reduction in all these which will amount to Re. 1,000 or 
2,000 a month. 

Mr. Subba Rao.-It is a question of salary, not the number' of people employed t 
A. The number of people and the number of assistants they have got. 
Preaidenl.-You consider that there are too many assistants t 
A. Yes. 
Q. Is that common! 
A. I think so. What I mean is that there is room for looking into all these matters 

and it is not merely that exchange is against us. 
Q. You say t(hat "absenteeism in Bombay is due to a great extent to siokness ". 
A. We are sufiering more from malaria than the upcountry people. 
Q. SO it is not due to the fact that they go upoountry to look after their fields ! 
A. That they do. There is scarcity at certain periods. But generally absenteeism 

is due to malaria and other· diseases owing to the insanitary conditions in which 
they live. 

Q. In the case of absenteeism due to that oause it is a lit.tle difficult. for the operative 
to send word to the mill that he is staying! 

A. At least tho seoond day we could get the information; but they never do it. 
Q. In·what.way do you consider that legislation has increased the cost of production' 
A. The reduction of hours. 
Q. But that was already brought into force before there was any legislation. 
A. That is true. The first'"l'eduction that was made was from 13 hours to 12 honrs 

and during the boom period, the millowners could not afford to have a strike and therefore 
they' willingly consented to a reduction to 10 hours and it ",as followed by legislation. 
If there was no legislation the mills would work for 11 hours for the same wages and 
whether they will succeed or not, it is a different matter. 

Q. I think there is a mistake; in your answer to Question 77 you say," jobbers, are 
very effioient ... 

A. Ineffioient, I mean'. 
Raja Han KtliAan KauZ.-You are in favoUl' of a single hedge contraot' 
A. Yes. 
Q. In the absence of a single hedge contract, Bufficient hedging has not been possible r 

. . 
A.No. 
Q, You asoribe the depression to that' ' You say II a great elea! of the depression i~ 

due to notsufficiently hedging cotto~ ". 
A. Yes, ' 
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Q. So you ascribe the depression to this want of hedging? 
A. If there is want of hedging, there is a.sort of specuIa.tion and that brings about theae 

results. In the other case though the profits may not be large, you are sure of the profits. 
Q. But during the past two or three years, the price of cotton haa \leen falling. 
A. And so they have suffered. 
Q. But at the"llame time sufficient non-speculative hedging was not "possible under 

these various hedge contracts. 
" A. Yea. Certain people hedged when they saw that you could hedge things in America 

or in England. It is au international business and it is not necessary that you should 
hedge in the Bombay market. 

Q. You think people should hedge in America or England? " 
A. Yes, because cotton is an international thing, more governed by America than by 

the mills. It is left to each millowner to consider what is best for him. There was room 
for them to hedge if they wanted. 

Q. Not in Bombay. 
A. Not in Bombay, because there were three contracts wbich were complex. 
Q. To hedge outside would be rather going out of tbe way. You could not expeot every 

millowner to do that,. Could you? 
A. It is a question of study and he who understands can thoroughly do it. 
'Q. In practice he does not? 
A. No; because he has not been trained to do that. 
Q. Therefore, the conditions have bqen such that for want of this single hedge/contract 

people have suffered? 
A. No. Not for want of this. They had not suffioient knowledge to take hold of 

Bome other facility f 
Q. It was not so euy to do that. 
A; No. There are merchants here-houses in Bombay-who take the American or 

Englieh hedging. 
Q. Merchants ?-Not millowners? 
A. Not mlllowners. Somebody else must take it from the millowners. . 
Q. But you want the millowners to hedge? 
A. Yes. There are houses in Bombay-for instance Langley & Co.-that would take.. 

American or any other hedge. -
Q. You think it is the fq.u1t, of the millowners that they do not hedge in American: or 

other markets? ' " 
A. That is my personal opinion. 
Q. And that has bronght about this dep~on ? 
A. Not depression; but has made them suffer losses. 
Q. You attach a great deal of importance to technical education. 
A. Yes. 
Q. Which of course would take a certain amount of'timato improve the efficiency of 

labour. -
A. But we are making no beginping yet. ' 

Q. You want a beginning to be made? 
A. Yes; at least a beginning. 
Q. It will take time.' 
A. That is to say. stages. But if you never start, you can nover have anything. The 

industry is more than 70 years old in Bombay. -
Q. There are two institutions here. Do you attach any importance to them 1 
A. There is the Victoria Jubilee Technical Institute, which is a very good institution. 

But the other one is just beginning and I know notWng about it. But I think that it can 
do very little. -

Presidenl.-Why? . -" 
A. It is a very small institution and is without any support and it is a kind 'of sooial 

organization which is more a show than an actW\l thing. 
Raja Hari Kuhan. Kaul.-Can you suggest any measures? 
A. VernacuIa.r evening C!MSes., . 

Q. Attached to every mill or in a common centre? 
A. Either in a common centre or even attached to every mill and part and parcel of 

the mill which has to bring its labour up. 
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A. But there will be certain people who aetually take advantage. That is, they have 

got sufficient emulation in them. They will certainly try to pick up knowledge. There 
are some anxious to know and learn. 

Q. Only those can take advantage of this ! 
A. Yes; and that is enough. 
Q. You think there will be a fairly large percentage of them? 
A. H you get 40 or 50 out of 4,000 men, you will be doing some work. After some 

time you will have 400. . 

Q. You would be content to begin with 40? 
·A. Yes. • 

Q. You think absenteeism in Bombay is due to sickness? 
A. Yes; and tliere are social customs too that keep them away-funerals, weddings, 

etc. . 

Q. 'That, I suppose, cannot be helped. 
A. No; it cannot be helped. Even for such things they will never come and ask 

for leave. 
Q. That is a different thing. But the seasonal sickness, such as malaria,-is it not 

common to almost all places even in the mofuasil ? 
A. I do not think so. I think you get such cases more in Bombay than any where 

else. It is an opinion of my own. 
Q. Seasonal malaria you find in most places; there is nothing peculiar to Bombay 

about it. . 
A. I have not travelled much and so I cannot give much information. 
Mr. Subba Roo.-You said a little while ago that the number of labourers is too large 

in the Bombay mills. Is that in proportion to the work to be done? 
A. There is room for reduction. That is what I' say. 
Q. Is it special to Bombay mills or mills in India generally? 
A. To. mills in India generally. It ~ not peculiar to Bombay. 

Q. Then in answer to Question 71, you say .. when a 1;onus was given to hands, there 
.was a better attendance." Have you got any definite information on the point? 
Because we have been told the other "'ay about it. 

. A. What I mean to say is' this. Better attendance exists. There was a register 
kept in the Morarji MiI1s of each and every man who put in a full month and you find 
that the man who wanted to earn bonus put in the 12 months and did not take 3 or 4 
months' leave because that would disqualify him for bonus. That is what 
I mean. 

Q. When was this? 
A. 1918 and 1919. 
Q. Did the system continue? 
A. No. The bonus has heen' dropped . 

• Q. H it. was effective, why was it dropped? 
A. That is for the millowners to say. 
Q. In your opinion it was effective. 
A. It was effective to keep them at their work. But they found it too expensive 

perhaps. When they were making profits they gave th\ bonus and the bonus was 
conditional on their being present for the full year. 

Raja Hal .. Kisoon Kaul.-Do you know when the bonus was stopped? . 
A. I do not remember. I think it WItS in 1924 or 1925 when the mills were not ma.king 

profit. 
Mr. Subba Rao.-That is a differe~t bonus. I am not speaking of the general bonuA, 

but the bonuR for attendance inpartieular. . 
A. There was no bonus for attenda.nce in particular. 
Q. You are speaking of the general bonus.! 

. A. Yes. That also was not successful. 
Q. Where! 
A. In individual mills. 
Q. Can you give us a.ny specific examples?' . 
A. We allowed them three da.ys absenteeism and we found that very few earned the 

bonus. 
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Q. So it W811 not effective. 
A. No; not' effective. , ' 
Mr. Majmtular.-II my impression is correot, the workmen were allowed about 30 

or 40 days' absence to earn bonus. 
A. Yes; one month's absenteeism was allowed. 
Q. 80, the general bonus could not have much effect because if a man can remain 

absent for one month during the year, that means 26 or 27 days. 
A. Not that wav. He could go away for one month after he puts in 11 months' attend

ance. Then he W811 entitled to tbe bonus. 
Q. That means if he W811 absent for 30 days during the year, he was entitled to the 

bo~1 . 
A. No.' Supposing in a single month he was absent for 4 or 5 days, it was not counted. 

He W811 not allowed to take privilege leave for more than one month. . 
Q. What we do is, we take the actual number of days of absence and See whether he 

is qualified or not. 
A. You will get very few to qualify. 
Q. A very good numher earns the bonus; and then there are 10180 those with nine 

months' attendance; six months' attendance and so on. 
A. Yes; three.fourth bonus, half bonus. 
Q. SO that attendance did not mat1(er'very much. They were sure of getting some 

bonu~ , 
A. Yes. 
Q. Then I will come to the question of assiqtsnts. You would not allow any as.'listant 

to the carding and spinning master who is looking after 30,000 spindles? 
A. Only one. 
Q. And to the weaving master t 
A. One. 
Q. Will not that depend on the sorts t,hey manufacture? 
A. Yes; that is true. But if they have efficient jobhers they would not require so. 

many more assistants. 
Q: You would allow him more jobbers, e.g., a fancy jobber. 
A. No; all this has been a later day introduction. 
Q. That is necessary, because the mills have gone in for fancy work. 
A. My opinion is that they can do this work from the same class of men, provided they 

are a little more efficient. 
Q. Would you allow him a designer? 
A. I don't think there is so much of designing as to require a full time man. The 

weaving m8llter can do that. ' 

Q. II a designer is provided, the mill will be able to produoe ~fferent qualities and 
attractive design.s. 

A. That is, point on which I hold quite a different opiuion. We have run our fancy 
looms with a uniform staff. We did not have different men for the large number of 
patterns. We do not run our mil's in the fashion in which they do in England. You 
never hear of a single mill having Yorkshire dressing-dressing before they are sent to the' 
looms. That is the wrong thing which prevents us from getting as many patterns as 
they get in England. Most of the mills in Bombay were started and looms put in when 
they had absolutely not a single fancy loom or fancy pattern and the men brought out to 
look after those looms were men who had. knowledge only of plain weaving. When they 
were asked to. do fancy weaving, they simply followed the plain niethod. It was not the 
right method and it went on 80 far that when they brought out to India fancy men they 
oould not make the change towards Yorkshire dressing, with the result that we suffer in 
giving the various patterns that we receive from England or from Japan. 

Q. I am referring to the manufacture of new designs. 
A. Yes; all this is due to not giving them those advantages. It will be much better to 

manufacture more patterns if we had all these facilitie... For what is design after all Y 
There are many' book designs. 

Q. Certainly yon do not expect a.. mill which solely depends on these hook designs, 
to oatch the market ? ' 

A. I do not see many who bring out their own prints. \ 
Q. II you put in a designer, he will try to introduce new designs. 
A. No. They get a pattern that ~ already in the market. 
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Q. Are there many mills here who employ designers? 
A. A number of them. 
Q. And tliey have not been succe8l!ful in bringing out new designs? 
A. They do bring about new designs; but what I mean is that it is not new as compared 

with the Japanese or the English patterns. If you mean by" new", the design produced 
by an India.n mill, I will a.dmit it. But it is something which they copy from something 
else which alrca.dy exists somewhere else. 

Q. Even aU this work would have to be !lone by the weaving master! 
A. Yes. . 
Q .. The next point is about hedging. If my information is correct, certain millowners 

have burnt their fingers by hedging in America and other markets. 
A. If they do it rightly, I do not see why they should burn their fingers. 
Q. It is a guess a.fter aU. 
A. No; it is an absolute science if you understand how to do it. 
Preaident.-Is it not a little difficult for the milloWDpr in Bombay to hedge in Liverpool 

or America? He is not on the spot. 
A. No. Everyday the cable comes to Bombay. 
Mr. Majmudar.-Who can say exactly what is going to happen! 
A. The question is not understood. You must only buy when you seU. 
Q. You mean you must have only the manufacturing profit! 
A. Yes. You speculate the other way. 
Q. And what do the loca.! people do' Do they speculate ! 
A. Yes. . 

Q •. It is not hedging that they do , 
A. It is not hedging. It is speculation. ' 
Q. A man enters the market with the idea. ~l hedging, and a.fterwa.rds he speculates Y 
A. No one oan prevent it. 
Q. That is a general tendency? 
A. It may be, but that i~ not to say that it should bJl done. 
Q. You say that thl School started by the Social Service league won't progress! 
A. No, because the men want,wages even for theil.· children. They won't send their 

ohildren to schooL 
Q. Is it a sohool , 
A. To a certain extent it is a school. I do not think they have more than half a 

dozenlooll!Jl. 
Q. It does not take more than two or three months to study the running of looms ! 

.A. True, but not to teaoh tackling and such like things. -
Q. That may oome on subsequently! 
A. It is a beginning, yes. . 
Q. If aU the mills round about the sohool helped them, of course they would be doing 

much better I 
A. Certainly; ~t is to their advantage. 
Q. Then you refer to evening olasses. What hours would you run them! From 

what hour to what hour! 
A. From 7 to 9. We tried to open evening cla.sses for elementary eduoation and we 

used to get an attendanoe of 30 between those hours? ' 
Q. That is only to make them litJlrate. 
A. Yes, that is more important for them. 
Q. The people have to work for 10 hours in the mill, and every man would want at 

least one hour for his meals, and then you want him to go to rchool at night? 
A. That is a matter of experiinent. If one iij interested in the subject he goes a long 

way out to get it. 
Q. You think if a man is inolined to it he will do it , 
A. Yes, and there is a tendency for them to learn, to improve themselves. 

Q. Would it not be better to giVe them two !)r three hours' training a week on· 
a holiday ? 

A. Yes, that is a matter of detail-how you.should arrange it. The prinoiple is 
that they ought to be trained. Whether you use holidays or other days does not 
ma.tte". 
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.Pruidem.-There is only one other BJIlaIl point I should like to ask ·you about, 
Mr. Baptista. You say that besides auditors, there ought to he emploved expert ')heckers 
of stock who have knowledge of the internal working of the mill. Do you me"ln that 
they should be employed by the auditors! 

A. No, by mills. What I mean to say is that side by side with the auditor when the 
auditor is going round you should point out to him longcloth' or anything like that. 
He has no knowledge of longcloth, sheetings or anything like that. ,There are certail!
mills where the auditors check. But it is not common. They depend on the list given 
by the mill. They have not got the expert knowledge and you find that for instance 
liquid assets are put at a certain figure. Now when the mills are closed the liquid 
assets are sold at a very much lower price than had actually been put d.own. 

Q. That is always the case in a forced sale. If the expert checkers were employed 
by the mills, the auditors would be exactly in the same lJOsition as they ,are now. 

A. They'-would be guided by the checkers. 
Q. The auditors are now guided by mill agenta and these peop!e employed by the mill 

agents "ould do no more. 
A. They should be paid in the same way as auditors are paid-for a particular job, 

for a particular audit-not that they should be absolute employees. 
Q. That is wh~t I wanted to get at. 
A. There should be some one to give them knowledge on certain points. It is only 

~ suggestion. It is more from the point of view of th& people who lend. 
Raja Han Kishan Kaul.-You think no protection is needed? 
A. My view on that question is this. Before 1914 we had a 3! per cent. duty on cloth 

and to counteract that 3! we had 3t per cent excise duty. So we were quita. Since 
that time the exchange has beeR taken from Is. 4tJ. to 18. 6d. Now the importer get~ 
121 per cent. advantage over the Indian made cloth. Of course that is also problema.tical. 
But I will admit for argument's sake that they have got a 12! per cent. advantage over 
an Ind.ian mill, which ought to be compensated in order to put hoth the Indian goods 
and imported goods on a par. Against that we have-already 11 per cent. duty for purposes 
of revenue and beyond that I want that the revenue duty should be increased to 15 per 
cent. It covers the so·called advant.age that the importer h&l! got. A small. dllty 
whioh may be called an absolutely revenue duty might be put on. I may get the same 
object, but in a different way. 

Q. You want a 4 per cent. increase in duty? 
A. Yes, you may call it a revenue duty. 
Q. Both on cloth and yam? , , 
A. Yes. I have got a further view that in such cloth as drills, sheetings, etc., where we 

have certainly got an unfair competition from Japan or any other country we should give 
to such mills as manufacture such cloth in India a bounty which ma.y !?e equal to 
15 percent. 

Q. In addition to the duty? 
A. Yes, only for these particuJar cloths where we feel there is a oompetition. 
Q. How is this bounty to be given? 
A. The bounty should be given to the mills producing them. 
Q. Government should pay it out of the general revenues? , 
A. Yes, because if you were to put a special tax on that it would come absolutely from 

the pockets of the poor h&cause mostly the drills and sheetings are used by the ryots ; 
whilst I want the whole of India to give that amount. 

Mr. Suhba Rao.-Would not that lead to over-production iii those varieties! 
A. They woul,{ cut the ground from under their own feet. The same argument could 

be applied if you give them protection for this particular kind of goods. If you were to 
give a duty of 15 per cent. extra on these particular sorts it also would lead to over. 
produotion. The difference is only this, whilst in.the one case the duty would he paid 
by the party who buys that particular kind of cloth in the other the duty would be 
distributed throughout the whole of India. 

Q. There will be a bias given to production. 
A. You want to support that particular kind of industry which is being depressed 

by unfair competition. And I can only suggest ·this sort of solution. I am answering 
you. ' 

Raja Han Kishan Kaul.-You want this extra money ,to come from 'the general 
tax-payer f ~ 

A. :F.:rom the general tax-payer. 
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Q. That would lilt every one equallY-llomething like a salt tax! 
A. Yes, that is my own personal view. I am not an economist. In any case it would 

be a tax if you give 15 per cent. duty because the ryots would ha.ve to pay the increased· 
price. . 

Q. You want proteotion for the handloom iIl.dustry ! 
A. That was my idea.. When the question was on the anvil in the Legisla.tive 

Council I was rather thinking t4at there should be 15 per cent. import duty or 141 per 
cent. import duty retaining the excise duty. 

Q. Would you mind explaining! 
A. Now there is the 11 per cent. import duty. You should have raised this to 141 

giving an increase of 3t per cent. duty on the imported goods and keeping the 3t per cent. 
countervailing excise duty. Of course the excise duty is conde'1lDed on its own ground, 
that nowhere in the world have you got it. 

Q. You do not delend it now! 
A. No, I will leave it to you to consider. 
Q. We wa.nt to know what is your suggestion. 
A. I persona:lly think, yea. 
Q. How do you propose to protect the handloom industry ! 
A. By putting on the 3t per·cent. duty on local ma.de goods, and that to be protected 

again by 141 per cent. duty on imported goods. 
Q. The handloom produotion does not oompete with the imports. 
A. We ought to give support to it. 
Q. For t.he purpose of supporting the handloom industry you put on a 3t per cent. 

excise duty on a.ll mill made cloth. 
A. And also by keeping the 3t per cent. duty on imported cloth. 
Q. You raise it then all round by 3t per cent. in order to give protection to a limited 

number of sorts which are produced by the handloom industry ! 
A. Yea, it is also an occupation for a large number of labourers. If it is in depression 

they will suffer a great deal. 
Mr. Subba Rao.-You spoke of a. tax on ya.rn also.· 
A. You should discriminate. That will of course be a tax on handloom weaving. I 

know your point. I ca.n anticipate it. But you should discrimina.te. 
Q. You .should exempt the higher oounts. Is that your idea.! 
A. Yu, exempt the higher counts. I have taken this view simply beea.use it is said if 

you put an absolute import duty for the sake of prefenence or the sake of protection you 
again diminish the purchasing power of the ryot. 
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Wltnes(No. 66 

Mr. A. B. TATA, BOMBAY 

Written Statement dated 2nd September 1926 

The Committee of the Mill Owners' Association will put forth their explanations before 
the Tariff Board from their own point of view, viz., from the commercial and administrative 
aspect. I beg therefore to submit my statement divulging before the Board the other 
Bide of the industry, so that it may be enabled to judge the situation after weighing the 
pros and cons and to represent the dillerent aspects of the industry to the Government in 
its report with due recommendations for the betterment of the industry. The Govern
ment after grasping the salient points and defects of the industry should lay the responsi
bility on a certain body for the protection of the industry, so tliat it may prosper in this 
country. It is my belief that this trade would have withstood the present difficulties 
to a greater extent than at present even under the current economic crisis, had there been 
an executive body to guide the trade along its proper channel. 

All agents execute their work according to their own free-will viewing it from their 
own point of vision and therefore there was no dissatisfaction so long as the industry 
yielded even a small profit. On the other hand, the shareholders are very backward 
in taking any interest in the allairs of the mills; there are only a few shareholders who 
hold a certain number of mill shares as a regular investment and are interested in the 
earnings and divideuds of the mi\ls, whereas the majority hold them from the point of 
view of speculation only and are many times even unaware as to who are appointed on 
the board and for these reasons there is no control over the agents and'the board. On 
account of this, the agents conduct their business as it were by proprietory powers. I 
regret to declare openly that all agents are not of the same calibre as Messrs. Wadia.Brothers, 
Mr. Manmohundas Ramji, Mr.-Madhow:ii--Thackersey and Mr. Narottam Morarji. If 
most of the agents were so euterprising and calcula.ting, the situation would not have been 
so critical as at present. In this respect, Bombay differs very widely from Ahmedabad; 
most of the agents at Ahmedabad are very vigilant and take pains to regularly visit the 
mills and grasp the practical difficulties in the working thereof, whereas the majority of 
them here conduct the work within the walls of their office and are thus completely in 
the dark as regards the efficiency of the stall, and the practical working in the mills. Also 
as I have said before, as the agents enjoy proprietory powers, the directors have not the 
requisite control over them, moreover, some of the directors have their own self interest 
in the management of the allairs of the mills. 

The Mill Owners' Association has been more active of late than durhtg the previous 
years, but it is not constituted as '" solid unit as regards which I will put forth my ",iews 
later on. In the meanwhile, I beg leave to put forth the difficulties in the daily working 
of the mills. Thefirstand the most important matter is cotton; the Government should 
develop the cotton industry to enable the mi\ls of this country to obtairi cotton of good 
.taple and protect it against wide f1uotuations by the speculators, because when goods 
are manufactured from cotton of higher market value, it is extremely difficult to dispose 
of them, when the market has declined sharply, which if held would mean a great loss of 
interest. It is essential to prevent mixing of cotton of inferior grade with the superior 
q nality and Government have enacted regulations being fully cognisant of its importance 
but these regulations must be strictly adhered to. So many grades of cotton are grown 
in India that merchants resort to various subterfuges to mix them and pass them 011 as 
luperior stull of the classified grade. I have personally beheld merchants mixing either 
cotton of inferior quality or waste and slivers bought from mills with the real stull in 
pressing factories. Because of this evil it is not possible to maintain a regular count in 
the spinning department, although a certain mixing is worked upon, thus necessitating 
a change in the wheels daily which would be apparent in inspection of the mill books. 
Also regular hedging has to be done in the reeling department for the same reason. The 
mi\ls are sullering an invisible loss of thousands of which I am sure few are aware except 
some expert agents. For example, warp of 20 counts is spun ordinarily for weaving and 
the calculation of the COtlt is based on the same count taking weight of the size as extra. 
Only a few mills must be maintaining counts of 19i instead of 20, wheress in the case of 
"the majority, yarn of 2 to 2i counts goes to the heavy side in the cloth department and 
for this reason, there is an invisible loss of 3 to 6 pies per tb every count. All this is due 
to adulteration and this is one of the reasons of the higherioss per cent. in cotton, which 
is an indirect loss to the mill. Also, those agents who have no knowledge of purchasing 
cotton, buy small lots of diverse grades and store them up in the mills and this practice 
does not permit smooth working in the mills. The operatives of the cardroom earn their 
wages in piece work and when breakages ocour in their department due to cotton of low 



staple, they quietly slip in the superior stu1l"to facilitate their work and this also affects 
the interests of the mills a4versely. _ 

The clotli imported from Japan is more attractive than that of most of our mills and 
cheaper owing to favourable exchange and therefore naturally it commands the market 
ove~ the Indian output. Japan is purchasing only the requisite gradlls of cotton out 
of the multitudinous varieties available here whereby it spins nice yam and exports cloth 
of an attractive appearance. I beg to draw the attention of our agents here to this maxim 
of purchasing cotton of the least possible varieties so that there may be less mixing 
even in their own mills which would mean less loss ultimately. -

In the weaving department, the rates of weavers in different milIs must be standardised. 
As hundreds of varieties of cloth are manufactured, the rates of the weavers are fixed at 
random in different mills. According to my opinion, the Association must take up this 
question and fix the rates of the weavers once for all by installing prick-counters an every 
loom, so that the loom share may not be conducted according to the fancies of the weaving 
masters and the agents might become aware of the situation arising out of dissatisfaction 
due to the slightest inferior working_ 

Mill stores of lacs of rupees are imported every year and it behoves the Government to 
repeal the duty on these for the development of the mill industry 80 that it may put forth 
cloth at a cheaper rate. The Mill Owners Association also must devote their attention 
to them and take steps to promote the manufacture of some of the articles in this country. 
Limitless kinds of stores are used in mills and there being hundreds of middle profiteers, 
a great deal of corruption goes on, to prevent which'evil, the Association must organise a 
big concern which can supply stores to a.1l the mills on a small margin of profit, so that 
the agents can definitely know their situation without being deceived and might not buy 
stores of inferior quaIif.y at higher rates. . 
_ J..aixl'I!r.-It is of paramount importance to take steps for the amelioration of the menta
lity of the working classes of the mills. Unless the gulf between capital and labour 
narrows there is little possibility of a decided improvement in spite of protection from 
the Government. The agents have not cared till now to take measures for the efficiency 
of the operatives so loug as they were d"riving even a small profit. The operatives do 
not seem to understand the real definition of duty. The labourers are as ignorant, idle 
and of inappreciative mentality as t.hey were 15 years ago. In war times, when great 

. profits were derived, the so-called exponents of Ghandhiism succeeded in instigating the 
millhands to su~h a piteh that their mentality is still undermined and therefore they 
have become very careless. It is necessary for the Government-to help and a1so coerce 
the Association for remedying this state and to thwart the influence of the so-called leaders 
of the operatives. The Association-must organise different unions in the different mill 
districts and make the labourers cognisant of the powers of the Unions over them as in 
England, so that the operatives ·will be brought under control gradually and taken to 
task for their inadvertencies; moreover, they will not be at liberty to change from one 
mill to another aftE'r spoiling the work in the mill which they intend to leave. The jobber 
class which is slightly superior in mentality to the labourers is getting impudent playing 
upon the ignorance of the latter and is many times the main causes of strikes by instigating 
and spreading dissatisfaction alBengst th" labourers behind the curtain for its own self
interests. The Association must devote their attention to this matter with the help of 
the Government, so that the operatives may be decent and dutiful and capable of develop
ing the in~ustry. 

Remediea Buggeation-, 

I beg to submit the following suggestions as rega~ my above statement: . 
(1) If C".ovemment affords protection to the industry, its advlultsges would be enjoyed 

by every mill and therefore all mills must join the Association and form a solid body. 
(2) .The Mill Owne!'B Association must appoint an Executive Board haying commer

cial and technical experts. There should be thres t{) four well trained mill accountants 
under the control of this Executive Board. 

(3) All mills must forward ~tatements every month on a certain date to the Associa
don mentioning the consumption or cotton, production, waste figures, departmental 
wages, etc., so that the above Exeoutive Board may draw the attention of the agents 
to any of the defects underlying the work in hand. By this course, all agents will grasp 
their situations properly and will be able to exact the right work from the working staff. 

(4) The body of the Assooiation must take measures to ameliorate the mentality as 
well as the moral condition of the operatives without whioh the protection afforded by 
the Government would be of no avail. They muet be made healthy and capable of 
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developing'the industry. They must be under the control of Unions as in Western 
countries and all Unions must be under the control of the above Executive Board for 
the present to start with. . 

(5) The Government must help the mills to get good and 'stapled cotton. Export 
duty ie essential for cotton and it ie wrong to believe that this duty would diminish 
the export. Indian cotton is necessary for manufacturing cloth of certain texture whic h 
is consumed in largo quantites in India, China and .Japan, and therefore the duty will 
have no effect on the demand of this cotton. Also supposing the export figures decrease; 
wide inllations of prices would be less due to the absence of demand ant!. would cheapen 
the manufacture of cloth. This would create a healthy demand among the poorest 
cla.saes as was the case about fifteen years ago. 

, (6) All mills must op"n their own business centres in the different provinces in India 
because the freshly manufactured cloth is subjected to increments of prices by the time 
it goes to the hands of the buyers through three or four middle men; naturally the 
buying capacity would increase. This method ie adopted by the Tata Mills and they 
are thus able to dispose off their stocks eaaily. 

(7) The substitute (budli) system in miIls must be stopped immediately and more" 
attention should be dtlvoted to the daily attendance and the salary list of the 

. operatives. There should be control over the real figures of waste and th,e proceeds 
thereof. If proper precautions are taken in this matter, thousands of rupees would 
be saved indirectly. ' 

(8) Tht; duty should be abolished on mill stores and machinery. 
(9) If all mills were' to keep chartered head clerks thoroughly experienced in the 

working and accounts of the miIls it would be a just help to the managers as wen as 
the agents. It would be welcome if the commercial colleges here. were to train their 
students in such a way that they may have a good idea of the working and the calcula. 
tions of the different departments of the mills. , . 

(10) If Government w"re to give protection for ten years over imported cloth in 
order to place the industry on a good footing again, our country would prosper and I 
beg to c aka the following suggestions : -

(a) Protection must be grantei by levying a heavy duty on imported cloth of all 
western or eastern countries . • 

(6) India and England are corelated; moreover, it is well known that England 
acts as the trustee for India and therefore English goods must be imported in India 
with certain restrictions and I believe that England has a right to do so. 

(e) Out of the three hundred and thirty millions of population here, 80 per cent: 
are agriculturists and poor and they consume coarse cloth; if cloth of similar quality 
as manufactured here is prohibited from being imported, the 80 per cent mentioned 
above would easily consume the outturn of the India mills and thus the industry 
would prosper. .For this reason, protection must"be granted to India for ten years 
for cloth woven from yarn up to 20 counts. 

(d) English cloth of fine texture manufactured from American cotton ie 'imported , 
mostly hbre and ,is consumed largely by the mid<Jle and better classes. England 
should be allowed to import here cloth woven from"!arn of more than 26 counts free. 

(e) Bleached satin twills and full colourod coatings of English manufacture should 
be exempted from prohibition though manufactured from yam of less than 26 counts , 
as it ie demanded extensively by the middle and better classes. 
(ll) It would be better if Buch a Tariff Boarer were appointed at least twice within 

the 10 years of protection so that it may be able to judge the benefits thereof. 

AmlBXUBB A 

.. I hope that the Board will sympathetically consider the question of labourers and 
planters of India, who are enthralled by foreigners other than Britishers, in certain wayil. 
It ie to be regretted that cotton planters are-working under the domination of Japanese 
exporters which encroachment ie never allowed in any other civilised nation; also, it ie 
annoying to note that one of our countrymen has unpatriotically taken up a member 
of a foreign power as a partner in a big industrial concern. This will gradually lead to 
our home industry being dominated by foreign capital and skill. I therefore seriously 
draw the Boards attention to this evil of forei!Jn intrusion, other than British, and re~ues t 
*4em to approach Govel'!lment in their report, after due consideratiol!, " 
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Witness No. 66 

Mr. A. B. TATA 

OraZ Et-idence relJorded at Bombay on.the ttk September 1926 

President.-Wha.t is your exa.ct el>nnection with the industry, Mr. Ta.ta ! 
A. I ha.ve been in millII for the la.st 30 years. I 'JoinmE-need my ca.reer a.s a.n apprentice 

in t,he Central Tndia Mills at Nagpur a.nd from tha.t I ha.ve become a. wea.ving muter a.nd 
then Ma.nager, in ma.ny notable Bombay mills and Ahmeda.bad mills. 

Q. Of which mills were you the Ma.nager ! 
A. The Alliance Mills and other mills in Bombay. 
Q. Which was the ia.st mill of which you were Mana.ger ? 
A. The Alliance Cotton Mill of_Bombay. , 
Q. How long ago was that? How long is it since you retired ? 
A. Three years back. I have been suffering from defect in eyesight for the last 

30 months. I can sa.y I was the only man taken up as a partner in one of the largest mills. 
the Morarjee Mills. I was getting my monthly salary plus one per cent. profit. 

Q. I notice th&t you consider that the Managing Agents do not visit their mills suffi-
ciently often. 

A. Most of them do not. 

Q. And the shareholders do not take sufficient interest in the affairs of the mill ! 
A. Hardly about 5 per cent. of the total number of shareholders are taking a practical 

interest. . . -

Q. Then if the affairs of the mm go wrong, nobody can be· blamed except themselves. 
A. As I have mentioned, there are no l'egular shareholders on the roll. Very few q,re 

. really taking interest in the regular working. 
Q. I see you consider that Gove"mment should do more than it is doing to provide cotton 

of proper staple. 
A. I think still better protection i.~ wanted in regard to cotton. 

Q. How do you mea·n " better proteotion " ! _ 
A. Already Government has passed legislation in regard to adulteration of cotton. But 

it must be strictly adhered to. 
Q. The legisla.ti~n ha.s not. been in force for very long. It is a little difficult to see its 

effect at present. 
A. That is the vital point so far as I know. A better cla.ss of cotton should be obta.ined 

by the mills. 
Q. Quite so ; . but don't. you think that matters are improving in that respect owing 

to the work of the Central Cotton Committee.! 
A. I think so. .. 
Q. Another point tha.t you ra.ise is. I take it, that the system adopted'in Ja.pa.n for 

mixing the ooton in order tq produce the best. results is considerably better tha.n the 
system in India.. . 

A. Because the Japanese are only taking certain cla.sses of cotton from which they are 
actually ma.nufacturin~.' Being importers of cotton from this place, they simply select 
their own class of cotton from so ma.ny classes. But that is indirectly a very great 
disadva.ntage to the ooncerns here. -' 

Q. I see it is your view tha.t the rates of wages for wea.vers should be standa.rdised in 
all mills. 

A. Yes. That is also one of the greatest sources of oonfusion everywhere. 
Q. What do you mean by • pick-oounters • ! 
A. A pick-counter is like a clock. It is a mechanica.l thing. attached to each loom a.nd 

by every turning of the loom it reads I, 2. 3, and 80 on. 
Q. Are those not installetlin most of the mills , 
A. Nowhere ~ India. 
Q. Are they common in Lanca.shire 1 
A, Practicallr oommon, • 
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Q. What would the result be , 
A. The rates would be atandardised. Here there are 80 many cIasIoes of cotton, 80 that 

aoaording to hte fancy of the masters they give the rates. Thus for long cloth it is 
9 pies per pound. Suppose 80mI' confusion is going in the department and the weaver 
makes lOme row. The master will say 10 pies. There is no regular standard for work. 
What I mean to say is ~t the work of the mill be as smooth &8 possible. 

Q. If you had these pick-counters, what would the effect be ? 
- A. The revolutions of a loom are even all throughout the day. Take a certain clagg of 

cloth. That contains 44 picks per inch, and it will be so many Ities everywhere for the 
44 picks. This will enable everybody to standardise the rates. 

Q. I do not quite see how it wonId enable every mill to standardise its rates. At 
present they are paid by thelound. Are not they! 

A. They are paid by poun • 
Q. if you had these pick-counters what wonId they be paid by ? 
A. By the number of picks. 
Baj~ H~ri KWIa .. Kaul.-You will still have to maintain different rates. Won't 

yon! ' 
A. Only according to the different. widths. There are different classes of looms, 28 

inch loom, 30 inch loom and 80 on. The 28 inch loom differs in revolutions from the 
30 inch loom. The 32 inch loom differs from the 36 inch loom. So once for all the rates 
would be fixed according to the revolutions. 

Q. For each type of mill, you wonId have to fix separate rates? 
A. Yes, once for all. 
Q. Yon need not change? 
A. Not at all. 
Pruide1tI.-WonId you have to have a separate rate according to the width of the 

loom! ' 
A. Yes. That is essential, because for instance, the 28 inch loom will weave only cloth 

24, inches wide; the 56 inch loom will weave cloth up to 50 inches wide. Now there will 
be a great difference between the revolutions of the 28 inch loom and those of the 56 
inch loom. The 28 inch loom will take 205 revolutions per minute, the 56 inch loom 
150 revolutions per minute and 80 on. ' 

Q. How would that be reflected in the number of picks ? 
A. According ~ the number of picks the rates would be fixed. Less pies for 28 inch 

looms and more pies for 56 inch looms. Fifty.six inch looms take leBS revolutions. It 
means less length of cloth. 

Q. The number of picks depends on the revolutions?, 
A. Picks mean revolutions. One revolution means, one pick. 
Mr. Majmvdar.-The'speed of the loom is changed when the count of warp is changed. 
A. That is not very often. Generally Indian mills weave from 209 counts and 24s 

counts. Even If it is 80s there is no necessity of changing the loom speed, unless and until 
the yarn is very weak. At that time they reduce the speed of the looms or when they 
want to work on the same looms for more production. , 

Q. What if the mills are going on to finer counts ? 
A. Accordin~ly the rates will be fixed entirely differently. So there will have to be 

various rates fixed according to the speed. 
A. At that time the speed and counts will be different. For instance, looms on 40s 

warp will run at a lower speed. So the rates will have to bc fixed according to the speed. 
But I do not think one·third of the Indian mills will work with 4003. Practically all are 
on 2O;s and 24a counts. 

Q. There is a tendency now to take to medium and fine counts. We found that in many 
places. , 

A. Some of the Bombay mills are working. Up to now I have not seen if there is .. 
loom abed apecislly for fine counts. Nobody has put such a loom abed up. 

Q. Ahmedabad is going in for medium and finer counts. 
A. It is different there. They can have pick.counters according to their own 

wayL 

Q. What I say is that the varicties chauge 90 often and the quality of the cloth changes 
80 often that I do not think there will be much advantage in going in for pick-counters. 

A. That is why I am taking these pick-counters. Suppose we tske one class of cloth 
manufactured in four-mills. Perhaps you will now find that the rates 1¥'8 different in· all 
the lonr mills. 'But if the Association ~es the ra~ according to the picks everrwhef8, 
~here will be atandardisatioq, . 



Q. But then whatever the rate b fixed, generally a weaver i$ expected to ea~ a certain 
amount a day. For example, a. weaver on two looms is expected to earn Rs. 1-12-0; 
a.nd the wages are fixed accordingly. The ratee per pound are so fixed 
that the weaver may earn that amount on the average. So whatever method 
you adopt, whether you fix the ra.te per pound or whether you do it through pick
counters, finally you come to the same standard of wages. 

A. Well. when the rates are fixed on the weft, one standard is not considered every
I where. - Moreover they are trying to put in different kinds of weft and lower the texture 

of the cloth, so that they can earn more, while the pick counters will stop all these evils. 

Q. SO far as the quality of cloth is concerned, t·hat depends on the demand and supply. 
If the market demands a. certain quality, the mills have to manufacture that quality. 

A. You will find so many different classes and qualities. I dare say all these mills 
are not ma.intaining one quality. That dppends on how a mill has been ma.na.ged by the 
agents. There are so'many mills here. They are liberal sometimes. You cannot govern 
them in this respeJt. Sometimes they will change a wheel and put in 463 and so they 
will have their own way. So this will be a check on everybody's working. 

Pruident.-I think you said just now that in all the looms in Bombay there are only 
a. few hundred looms engaged on finer counts. What do you mean by finer counts t 

A. Till nve years back practically all the mills were working on 20s cmmt9_ Not more 
than 10 per cent. Or 20 per cent. of the looms were on 243 counts. That has been tile 
standard working of the Indian mills np to now. But now-a.-days some are spinning 
308 and upwards that is a little finer counts and weaving cloth out of that. ~ 

Q .. What are they making the counts over 30s from t What sort of cotton! 
A. Broa.ch 01' Gujarat as well as Cambodia. a.nd Tinnevelly cotton. 

Q. Are they importing much Uganda. cotton ! 
A. They were importing Uga.nda cotton too to spin 40s and 50s. 
Q. What is your experience in rega.rd to absenteeism! 
A. Praotically 90 per cent. of the labourers must lie ha.ving a.bout four days extra in 

one month. ' _ _ ' 

Q. In the mills in which you were ma.na.ger, were you a.ble to take any steps to improve 
matters in that respect t 

A. Before the wa.r, things were quite different M8.!Iters a.nd ma.na.gers were directing 
labour to the a.dva.ntage of the industry a.s well as of the agents. But after the wa.r a.nd 
after this propo.ga.nda of the so·ca.lled public men, the position of the masters and managel'S 
is just like buffers, between labourers and ~ents.. Before the war they respected ns. 
Now they ca.n a.buse us. Suppose a. man is punished. Some will a.buse, the ma.ster and 
some say • I do not care for your mill; I can go to a.nother mill '. Their mentality is 
quite changed. This is my experience. So many false vakil's 'notices come in. When 
a ma.n leaves, naturally we do not pay him. Within a fortnight a notice is bound to come 
saying • you have dismissed my man wrongly; please pay him intmediately or within 
24 hours we will go to the Sma.ll Causes Court.' We do not wa.nt to go to the court and 
na.tura.lly we pay them. They ha.ve become impudent now. At tha.t time the position 
of the ma.sters and managers wa.s quite different. 

Raja Harl Kishan Kaul.-H~w do you propose t·ha.t Government should thwa.rt thll 
influence of the Ro-ca.lled leaders in respect of labour', , 

A. This wa.s the idea I discussed some five years back with certain good agents. What 
I sa.v is let the millowners ma.ke themselves into a fine, consolida.tcd body a.nd appoint 
certain Unions for the present under their own cont.rol and let tho labourers understand 
tha.t whenever they have to go a.way or serve notices, they have to do it t·hrough those 
Unions. 

Q. Government would ha.ve nothing to do with that.. , 
A. When Government is going to give so ma.ny boons just for the sake of the industry, 

Government should ma.ke the Millowners' Association into a. responsible body. Unless 
and unt.il the Millowners' Associa.tion becomes more effective and more aotive, unless 
there is something done for the millowners, I do not think, wha.tever ma.y be given to_ 
them by the Government, the industry is likely to be improved. . . 

Q. Tha.t is in their own interests. It is in the interests of the millowners tha.t you are 
ma.king the suggestion. Why should it be necessary for the Government to do it ! 

A. It is ra.ther unfortunate tha.t nobody is uniting. 
Q. Theu you sa.y cott<>n should be protected a.ga.inst wide 'f1uc~uations by spGCulaiors • 

. I suppose you mean in respect of prices 7 
A. 'fes, 
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Q. How oan that be done' How oan fluotuation in prices be prorected against? _ Have 
you any suggestions to make 4ln t-hat point? 

A. Cotton is being imported to Bombay from a long distance. 
Q. But the price of cotton is iii world factor. The price in India depends upon world 

conditions. 
A. Not always. 
Q. It depends prinoipally on the world price, for instance, the price in America. 
A. Yes. They are working jointly, side by side. But etill of course there are middle. 

men and everyday speculation; and ultimately the mills are the sufferers. 
Q. As the prices in India are regulated mainly with reference to the prices in America, 

the speculators suffer or gain a.ooordingly. The prices remain at a cert;ain level with 
reference to the world prices. Then I want to know what you mean by saying' yarn of 
2 or 21 counta goes to the heavy side in the cloth departm"nt '. I do not quite follow that. 

A. Practically all the mills are working over 208 counts. Now what is 20? Twenty is 
a c1a.es, is a number. Now suppose the cotton is inferior. They cannot make 209 counts. 
Twenty is finer than 16. One is the heaviest. Ten is lighter than 1. Sixteen is lighter 
than 10 and- 20 is lighter than 16. Our basis is to spin 20. for the loom shed. Now 
suppose the cotton is inferior; and you cannot spin 20s. There will be so many break· 
ages in the spinning department that naturally lor smooth working the spinner will cha.nge 
wheels and try to put in 19s. Still breakages occur and he tries to put in 18s. But still 
the breakages occur and he again ohanges. Between 1 and 19 it means a difference of 
840 yards in length. 

. Q. I suppose what you mean is that instead of turning out 20s they turn a different 
thiog, say 171s. _ 

A. Yea, so that they are losers by length. 
- Q. It will be called 171s and not 208. 

A. No. They are calling it 208. Or let it be even granted it is 1718. The mill is
ultimately losing. 

Mr. Majmtular.-You say • some of the Directors have their own self·interest in the 
managemont of the affairs of the mills '. You als\> say that the Directors have not the 
requisite control over the agents. I do not quite follow what these remarks mean. 

A. It· is an open secret. That is my experience. These are my views to the 
Committee only. 
Preoidellr.~o you do Dot want them to be puplished. 
A.Yes. ' 
Mr. Majm,ular.-You are referring to the eJrecutive body in the,first paragraph. 

In what way do you expect that executive body to work? 
A. The executive body should be in touch with Government officers in the firs,t place. 

They should report to the Government and they should receive instructions from the 
Government. The executive body should see how the industry is prospering. 

Q. I see. It should guide the mill owners also ? 
A. Exactly. So I say under the executive body let there be three or four chartered 

accountants and let aU the mills send their monthly statements so that the executive body 
can inform the different agents· ahout any mistakes they find in the statements. I have 
mentioned it there. 

1're...aenI.-You think the millowners would agree to that, Mr. Tata? You. want to 
give Government a great deal of power over the millowners ? . 

A. They ,mayor may not. But when GOvernment is going to give them protection, 
I say that the Government must have a little control over them. When they want 
Government's help, naturally Government must see in which direction the industry 
haa been steered. 

Q. You oonsider that in return for protection, the millowners have an obli. 
gation to do something on their part ? 

A. It is not an o~ligation, but it is rather for the prosperity of the country, Sir. 
Q. But this control over an industry which you suggest is not exercised anywhere else 

in the world t 
A. The position of India is quite different from any other country in the world. E~ery 

other country is standing on its own legs, but India is not. 
Q. Would it not come in practice almost to nationalisation of the cotton industry if 

you had this measure of control t " 
, A. I do not think so. , 

,Q. I see you suggest protection fo~ ten years for cloth up to 308, counts 1 
~ I have changed Jt. J Jill-VII said 26~ ~CUJlts, '. 

1f..QYf'~11 . 
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Q. Would not that put up the price of that-cloth to the poor people whom you arr 
anxious to protect' . I. 

A. To the users in India. 
,Q. Yes. If you had this duty on coal'lle cloth, would it not put the price up ! 
A. The-rest of the profit will be taken by. the agents you mellon' 
Q. No, would not the price of cloth go up ? 
A. Naturally it is likely to fall, because 73 or 80 per cent. of the population will use no 

other goods but Indian made goods. , 
Q. But won't ,they have to pay more for that if you put a duty on it. If you put a 

duty on coarse cloth, won't the people who use it have to pay 110 higher price for it? You' 
say protection must be granted for ten years. That means 110 duty. Does it not? 

A. Duty on the imported cloth . 
. Q. But won't that mean a higher price for all cloth' 
A. Not for the cloth manufactured in India up to 26s. 
Q. Of what use is it going to be to the millowners, unless it is going to put the 

prices up' 
What use is the duty going to be to the mill\>wners unless it puts up,theprice of cloth? 

(There wa.s no all&wer). 
Q. I see you are in favour of Imperial preference' 
A. Yes. 
Mr. Bubba Rao.-You say', Mr. Tata., that Labour Unions should be under the control 

of an executive board for the' present. 
A. For the present. 
Q. Will not that lead to trouble between the labourers and the millowners if :vl)U 

put the labour unions under the control of the executive board which consists" of 
millowners ? 

A. The executive board of the millowners will guide them very sanely, while the 
present leaders are not directing them properly. They simply a.sk them that they 
should get more. They do not improve their character. If this union comes under the 
control of the executive body naturally the executive body will try to improve them 
in every respect for the benefit of the country ,1109 well 1109 for the industry. 

Q. It will lead to the development of 110 harmony of interest' 
A. Yes. Now there are so many leaders simply fC?! the name. 
Mr. Majmuda,r.-Referring to the blulli system you say it should be stopped 

immediately. What steps do you suggest! , 
A. There should be no substitutes at all. 
Q. Should the maohinery be stopped if the workman on the machine remains 

absent' 
A. No, let 20 or 25 extra numbers be regularly employed in the mill. But no Jobbers 

should be allowed to engage anybody. There should be no substitutes in the mill at all. 
Then there won't be any stoppage in the machinery. Pra.ctica11y in the spinning depart
ment you will find that about 30 to 50 boys are daily absent. Now if you have 20 regular 
extra labourers engaged these labourers will do it. 

Q. Occasionally the percentage of absenteeism is much more. What will you do 
then' 

A. If tbey do not find any budlis, one man should mind two sides or two pieces or four 
machines, or something like that. Sometimes they do manage like that. 

Q. Does not the production suffer' 
A. Very little. These are the ways on account of which the industry ha.s practically 

come to this condition. Thousands and thousa.nds of rupees are thrown away like 
1ihat without the knowledge of the agent. 
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Witness Ifo. 67 

Messrs. If. SIBUR AIm COMPAIfY, BOMBAY, 

Agents of the Mysore SpinniDg & Manufaetnring Co., "Ltd. 
Writte .. 8,,*_'" dated lhe 17,h A.ugUBI, 1926 

The terms of reference to the Tariff Boa.rd appointed for the purpose of enquiry into the 
Textile Industry may be grouped under the two following head!1 l-

(1) To ucertain and el<8.ll1ine the causes of the present depression in the industry. 
(2) If it is found that the competition of other countries in the home or export trade 

is responsible to &Ily extent for this depression. in what form and for what period protec
tion should be given to the industry. 

Taking the first main head, we consider that the present depression is due to the 
following causes l-

(a) High cost of manufacture. 
(6) High Railway freight on raw materials and manufactured goods. 
(e) Heavy taxation. 
(d) Foreign competition. particularly of Japan. 

High C08I of Ma .... facture.-The principal items of cost are under heads oflabour lUld 
stores. We do not think any reduction in wages is possible in view of the still high cost 
of living prevailing in the country_ The rise in wages as compared with the wages 
before the war is about 100 per cent. as against the rise of about 55 per cent. in the cost 
of livin;t in 1925 as reported by' Labour Gazette'. In the matter olstores, we have 
entirely to depend on imports from foreign countries and therefore any reduction in 
the cost thereof is beyond the control of the industry. 

High Coaatal Freighl and Railway Fmghl.-The coastal freight from Bombay to CaJicut. 
Tuticorin and Calcutta is R& 14 per ton on cotton as against 148. (officia.l 17-1926) 
from Bombey to Liverpool and about RB. 12! per ton from Bombey to Japan. Similarly 

. freight on piece-goods from BolIlbey to Calcutta is R& 7-8-0 less 10 per cent. per ton 
and to Madras RB. II less 10 per cent. aa against 14<>. (officially quoted 17) from Liver
pool to Calcutta and about R& 10 per ton from Japan to Calcutts. As regards railway 
freight, while it is kept fairly low from port to port to compete with steamship complnies, 
the rates are kept at a bigh level in areas where there is no competition to meet with 
either from ri'lai railway compa.nies or from coastal service. . For these reasons although 
cotton is apparently at the doors of the miliA and consuming markets for piece-goods and 
yarn are close by, Indian milia have no real advantage over milia in foreign countries. 
These anomalies have to be removed and charg<'S for transport by coaatal service and 
by rail should be maintained on an economic baais governed by no considerations other 
than that of distance both on cotton and yarn and cloth. 

Heavy Tamtiml.-The industry is also handicapped by excessive taxation. Being 
dependent entirely on foreign countries for stores and machinery, the incidence of import 
duties on the industry is heavy enough. The IDOSt inequitable of the taxes is however 
the super-tax on companies. Since this tax is collected from the individual assessees, 
aasessment thereof on company's profits involves indirect taxation on the individual 
shareholders whose income is not liable to super-tax and double taxation in the case of 
ehareholders who are aasessed to super-taxon their individual incomes. 

Foreign Competiliml.-Foreign competition, particularly of Japan. is the real crux of 
the subject matter of the enquiry. Japan has not ouly made inroads in the 
foreign markets served by India, but haa been cutting down prices of yarn 
and cloth of Indian mills in India. itself. Her exports of yarn and cloth to 
India are no doubt 6 small fraction of India's requirements, but this fact serves 
only to indice.te to what extent the Indian mills have to sacrifice to keep in their 
hands the home markets. If the Indian mills have been able to prevent the Japanese 
goods coming in to any considerable extent, it is only by reducing their prices below the 
prices of Japanese goods. Although the industry haa long been estsblish\d in India, it is 
bound to sufter 80 long ae it is not offered protection against such competition by adapting 
an effective tariff 80 that the goods which Indian mills make shall not be open to the 
unfair competitioD of Japanese milia. Opinions differ aa to what shonld be the scientific 
method of tariff protectiOn. In our opinion an export dnty on cottoll, would· be more 
expedient and effective than any increase on import duty on piece-goods and yarn. 
Value of cotton exported to Japan in 1924-1925 was R& 45,88,13,000 as against 
R& 10,33,93,000 value of piece-goods and yarn imparted into India. From these figures 
it is clear that Japan is taking over four times in value aa much raw cotton aa it exports 

KO y 422-140 
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manufactured goods into India; and with the cheap cotton it ia buying in India it h&8 
not only captured foreign markets which WE're fed by our mills, but ia a keen 
competitor in our home markets. Therefore the most effective method of remedying 
this state of things would be to put an,export duty on cotton to an extent which will 
give substantial telief to the Indian mills .. 

It ia argued by some'that the export duty on cotton will tend to lower the prices of the 
cotton crop in India with the result that the agriculturists will suffer. The prices are 
generally governed by the law of supply and demand. The very fact that Japan is taking 
a considerable portion of Indian cotton for its requirements shows that it pays her to 
buy Indian cotton and she will continue buying inspite of any f'xport duty. The levy of a 
reasonable export duty on cotton will not result in diminishing the Japanese demand for 
Indian cotton for any considerable time and therefore it will not affect the interest of the 
growers in any way. Moreover it is in the interest of the country to export more of its 
manufactured goods than raw material and it should therefore be the aim of the Indian 
agriculturists to regulate the crops to meet the home consumption primarily, so that they 
may be in a position to demand a fair price fat their produce rather than place themselves 
at the mercy of the exporters by over-production of any commodity. The area under 
cotton oultivation is only about 3' 66 per oent. of total cultivated area of land in India 
and as such it should not be difficul,t for the agriculturists to regulate thE'supply of cotton 
for the country's demands which will entitle them to a reasonable return. An export duty 
on cotton ia therefore scientifio and it is also expedient in the interest of ,the Empire as it 
will provoke less opposition from the United Kingdom, since it uses only a small quantity 
of Indian cotton as compared with Japan or the Continent. Further, the export duty on 
cotton will enable Indian mills to recapture some of the foreign markets where they have 
lost ground by reason of Japanese competition. ' 

An inorease on import duty on piece-goods and yam will ouly tend to restriot 
consumption of piece-goods and yam in India while not giving any effective protection to 
Indian mills against Japan, sinoe Japan ia only exporting to India a small portion of 
India's requirements in piece-goods and yarn. Further, it will give no protection to 
Indian mills in foreign markets. 
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Witness No. 67 

1'IIessrs. N. SmUR AND COMPANY 

Oral Euidena 0/ Mr. D. N. 8lru,. reoorded at Bombay ~n the 11th 8eptember 1926 

Pruldent.-Your mill is known as the MY80re Spinning and ~ufaoturing Company's 
Mill? 

A. Yes. 
Q. It haa 38 thouaand spindles and 500 looms 2 
A. There are about 40 thousa.nd spindles now. 
Q. How many looms ! 
A.500. 
Q. When the Millowners' A",ociation's statement was printed th .. average numbdr of 

looms at work was only 396 Y It seems rather a small proportion 1 
A. We had some new looms put in only recently. When this statement waB published 

we might have had only 396 looms or 80 fitted and working. 500 looms were the total 
number that the mill was intended to contain. out of which we had only 250 old looms 
and about 146 new looms were actually working on the date the statement was published. 
So the total number was stated to be 500 and the actual number working was 396. 

Q. Tbe others were being put in , 
A. Yes, and they are all working now. 
Q. You are a member of the BombeYMillowners' Aasooiation ? 
A. Yea, lam. 
Q. You are an upoountry member 2 
A. I am a Bombay member. .. 
Q. But your mills are up country ! 
A. Yes, the mills are upoountry. 
Q. I notioe that the views put forward by you are not quite the same &8 those of the 

Bombey Millowners' Asaooiation Y 
A. In what respect Y 

Q. You are much more in favour of an export duty on cotton 1 
A. Some of the millOwnBr!I here are also in favour of it. 
Q. Only 8ome, but you prefer that to an import duty y. 
A. Yea, and my reason is this that if au import duty is levied it will not be such a reliaf 

because Japan is importing into this country only a small portion of our requirements. 
They are taking a lot of our cotton and then compete with us in our foreign markets 
and an import duty in India will not give us any relief in foreign markets. 

Q. You do not agree with the millowners that protection is required ? 
A. I agree that we want some protection, but in what shape it shonld be given is a 

matter on which opinions differ. 
Q. You doubtlesa know the objections to the export duty on cotton. The argument is 

that, if you impose an import duty you will spread it over the whole country whereas 
if you put an export duty on cotton, it means that you are taxing the cotton cultivator 
for the benefit of the cotton industry Y Why should the cultivator of cotton specially 
be expected to support the mill industry and not the cultivator of jute or rice or wheat 
or any other crop? Why should the cultivator of one special product be single~ut to 

. support an industry which will deprive him of his profit Y . 
A. All this is I believe on the supposition that the price will decline if you put an export 

duty on cotton, but my contention is, it will not, because Japan will be taking the Indian 
cotton in spite of the duty provided the same is reasonable. 

M,. 800ba Rao.-Why do you aSBUme that? 
A. Because they cannot do without our cotton. They find our cotton comparatively 

cheaper than American or other c1a.sses of cotton for the kind of goods they manufaoture 
in competition with us. 

Preaident.-But the price of Indian cotton is governed by the price of American 
ootton? . 

A. Yes, but most of the cotton which is taken by Japan is of inferior grade. And the 
margin of difference in the prices of Amerioan cotton and the inferior grades of Indi&Jl 
ootton whioh Japan buys will not be materially affectsd. 
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Q. Does that not matter If the price is determined by the price of American (lotton? Is 
it notao determined' 

A., Yes, to some extent; but if the Japanese want any particular quality of cotton they 
will pay the price which the agriculturists in India may want. Paying the duty I do not 
think will affect them very much. 

Q. Will not Japan substitute American cotton for Indian? 
A. I do not think so. They are spinning lOs, 12s and 148 and exporting to fOI('i!!n 

markets. American cotton will be too dear for that purpose. -

Q. The great need of India is more long staple cotton to enable the mills to compete 
both with Lancashire and Japan in finer counts. Would you admit that a greater part 
of the imports that come from Japan are of finer counts--for example, sbirtinp between 
30s and 4Qa which Indian mills do not make to any very large extent-and that therefore 
it is desirable that the cultivation of long staple cotton should be encouraged in India. 
But if you put on an export duty will you not discourage it ? 

A. The competition from outside is not so much in cloths or yam which are made from 
long staple qualities of cotton. 

Q. What are your grounds for that statement? 
A. Japan for instance is exporting to India very little of piece-goods. She is exporting 

just enough to cut down our prices, just enough for that. 
Q Have you examined the range of Japanese cloth that comes into this country? 
A. In 1924-25 the total quantity of piece-goods placed on the Indian markets was 

something like 3,535 million yards out of which the Japanese imports were only 155 
million yards. So the Japanese competition is not competition so much in the sense that 
large quantities are imported. There is not so much Japanese competition in the imports 
into the country. They are importing just now to cut down our prices, the prices of 
the Indian mills. 

Q. But if their imports are negligible, how is it that you say that they do affect. the 
prices , 

A. They reduce prices and we Indian mills follow them to keep the market in our 
hands. That is how they affect the industry. 

Q. As you know yourself there are weak and strong mills. There is a great difference 
between the best and the worst mill. and is it not probable, to say the least of it, that the 
prices at which the weak mills sell are the determining factor in the Japanese prices t 

A. I admit there is internal competition, but over and above that this foreign competi
tion of the Japanese goods generally regulates the market to a considerable extent. 

Q. Why should they regulate the market any more than the prices of the weakest 
Indian mill , .. 

A. Because they are at times selling at a much lower rate than. even the weakest 
mill can afford to sell. . 

Q. Can you produce any evidence on that? 
A. I cannot produce any evidence because I am not dealing in piece-goods, but this 

is what I understand from my dealers. They say that the Japanese are quoting sucb 
and such a rate when I want to sell them anything. 

Q. What yarn are you thinking of' 
A. For instance 30s. But competition in that is not so keen now as it was some month! 

ago. 
Q. Is that not possibly due to the fact that Japanese exchange is going up t 
A. Yes. Now, the competition is more with mills in the interior itself. 

Mr. 8ubba Bao.-In what counts! 
A. In all oounts. 

. Pre.HdmI.-where your evidence could really be of great help to us is if you could give 
'us some idea. of the comparative oost of produotion in Bombay and in your upcounbJ 
mills ? 

A. loan only give you a rough idea. I have been working out these figures. You 
wanted figures for 10 or 15 years and it is rather difficult to get those figures readily. 
However we have been trying to get them and I have prepared a rough statement. It 
costs about six annas a pound for making cloth and about three annas for making yarn. 
From cotton to oloth it may cost about nine annas-three anna.s for spinning ootton intc: 
yarn and about six annas for weaving yarn into cloth •. 

Q. How do these compat"e with Bombay costs' 
A. They might be ahout 20 to 30 per cent. cheaper. In Bombay I understand thE 

pricol have increased. -
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Q. It ooete you three &DDa8 to make yam , ' 
A. Three a.nnas for making ootton into yam and six amlas for weaviIlg yam into 

clotb. 
Q. Aooording to the Bombay Millowners' statement it is considerably leBS in Bomlia.y. 
A. It also d"'pends on the counts of yam. WL mostly use 20& to 21s warp and 20& to 30. 

weft and con,.iderable quantity of coloured yam. We have included depreciation,ointerest 
and all these charges. I do not know whether the figures in the statement submitted 
by the Bombay Millowners ' .Association are from yam to cloth. I do not think they can 
be from cotton to cloth. 

Q. I think they are, Mr. Sirur. The d ... tailed costa of production from some mills show 
that they are. Will you let us have your figures as BOOn as you can! Then we shall be 
able to know more about it. But your general impreBBion is that cost3 upcountry are 20 
to 30 per cent. cheaper' 

A. About 20 per oent. cheaper. 
Rajm Bm" Kuha .. Kmul.-You get your cotton cheaper! 
A. Yea, to some extent cheaper than Bombay mills, but cotton only from areas which 

are within a radius of about 200 miles. If we want cotton from more distant places 
it will cost us as much as it oosta Bombay. 

Pruidem.-What ootton are you using' 
A. Mostly Mysore cotton, Davangere and also cotton from Guntaka! and Tirupur in 

the Madras Presidency. ' 
Q. There is not much cotton grown in Mysore , 
A. Cotton is grown to a considerable extent in the northern portion of Mysorli. 
Mr. Majmudar.-Do you purchase from Hubli also' 
A. Hubli is very expensive for us. 
PruickroI.-1s that because it is rather a long way round' 
A. Yes. 
Mr. Mmjmudar.-Is the freight from Hubli to Bangalore high' 
A. It is higher than what it is from Davangere to Bangalore; besides Davangere cotton 

is cheaper. , 
~ruitknl.-May I ask what dividend your mills have been paying of recent years ! 
A. Last year we oould retain our dividend at 16 per cent. on the face value of the shares ' 

only by sacrificing the provision to depreciation. Last year we paid 20 per cent. and 
this year we paid something like 16 per cent. Before that for some years we paid 
something like Rs. 10 per share of Rs. 50 or 20 per cent. 

Mr. Subba Rao.-During the boom period you paid 40 per cent. ! 
A. Y f'II, Ishould think so. ' 
Pruident.-You paid 16 per cent. last year and made some provision for depreciation 

I see' 
A. It was not the full provision. 
Q. What wonld the full provision be , 
A. About a lakh and seventy thoUBBnd rupees. 
Q. You have got a reserve fund which is more than equal to the paid up capital t . 
A. Yes, but that has been spent on extensions. Our mill had originally 20 thousand 

spindles and 250 looms. We have now doubled that. 
Q. How many mills are there in Bangalore , _ 
A. There are three mills; two are controlled by us and of these one is a newly built 

mill oalled Minerva Mills with about 20 thousand spindles. 

Q. Is that working ! 
A. Yes. 
,Q. Is it only a spinning mill t 
A. Yes. 
Q. That is interesting. because we have been told that spinning mills are doing much 

worse than weaving mills and we should be glad to know why you put up a purely 
spinning mill ? 

A. In the boom time every mill was paying and in order to cut'down the capital oost 
we thought we could start with spindles only. Now we think of putting in looms. I 
think looms will be working some time earfy next year. 

Q. How long has this mill been working t 
A. For abollt a year. 
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Q. With what results' . 
A. There was a·smallloSB mst yea.r. 
Q. A small loss when you bought your ma.chiilery at high prices ? 
A. I cannot 8&y that we bought our ma.chinery at high prices, .because we bought 

it at 90 per cent. premium. 
Q. And what would be the premium to-day 7 
A. Now it is 25 per cent. and then what we lost here we gained in exchange. We sent 

our money when exchange wa.s at 2~ 6d. The mill did not cost us more than it would 
have cost UB now or even before the war. 

Q. The only trouble is that you got it sta.rted when the boom was over r 
A. Yes. . 

Q. Is not that what usually happens in trade cycles 7 
A. Yes, it is so. . 
Q. The rea.son of my putting the question in that way is that I want to know your 

views a.s to whether what happened was tha.t you pIa.ced your orders when prices were 
at their highest; you got your ma.chinery when things are at their worst and then when 
you are not working at a profit you 8&y it is due to the Japanese competition. Might not 
the 8&me result ha.ve happened if there had not been Japanese competition? . 

A. That can only be 8&id if there is over-production in India; but I do not think there 
is over-production. We are only manufacturing what the country really wants. We 
are ma.king only 1,790 million yards of cloth a.s against 3,535 millions required for the 
oountry. So there is scope for expa.nsion of the mills both in Spindles and looms, provided 
the industry is placed in a healthy condition. _ 

Q. But J,!light there not be over-production of the sort of cloth the country wants ! 
My point is that it is poBBible that the Ja.panese imports are growing because Japan 
supplies what the country wants. 

A. My position is this. I do not 8&y that Japan imports goods in sufficient qua.ntities 
directly and visibly to compete with us. It is importing just enough to cut down our 
prices, so far a.s the manufactured. goods are concerned. 

Q. Why do you think they are importing to cut down the prices ! 
A. As I stated before Japa.n with the cheap cotton ~ey can obtain in India must be 

doing profitable business in their own oountries and also in the foreign markets supplied 
by Indian mills in the old days; and their imports into this country represent only a small 
portion of their production and hence they can afford to sell at a loss to cut down prices 
and capture Indian markets. 

Q. Unfortunately we have no evidence about that one wa.y or the othe.r. 
A. One cannot 8&y we have very keen oompetition with the Ja.panese so far a.s the 

volume of the actua.i goods go. Our tota.l requirements are about 3,535 million yards 
inoluding total imports and mill made goods; and Ja.pan imports are only a.bout 155 
millions. So we cannot 8&y that the Ja.pa.nese are competing with us in mlmufactured 
goods. They are using this as a dumping· ground; that is what I 8&Y. Our further 
grievance aga.inst Japan is tha.t they a.re taking our cotton a.t a cheap price and they ha.ve 
been ma.king inroads in our foreign markets. That may be one reason to() 8&y that there 
is over-production in India. India's export trade is entirely gone. 

Q. Tha.t is hardly correct. India's export tra.de in piece-goods is, if anything, slightly 
inoreasing. - . -

A. I am apea.king of ya.m to China.. 

Q. Ha.ve not the Japanese exports to China. suffered almost equa.lly 7 If you look a.t 
the figures, you will find tha.t the Japa.nese exports to China. a.re going down very 
heavily. 

A. Tha.t might .be due to the Chinese mannfacturers looking up. 
Q. Exaotly; b~t'then you ca.nnot call tha.t Ja.panese competition? 
A. But why should we afford facilities to Japan-I mea.n by enabling them to obtain 

cheap cotton from India for spoiling our trade in ya.m and cloth ! 
Q. Is not the great objection to an export duty. on cotton that it pena.liaes certain 

ela.ss of cultiva.tors Y 
A. If we were sure tha.t we will get the duty without a.ffecting the interests of the a.gri. 

tluiturista, I do not see why there can be any objection to it. 
Q. But how ca.n you get a duty without affecting the interests of the agriculturist' 
A. Japa.n cannot do without our ootton. They ca.nnot repla.ce Indian cotton by the 

more expensive American. Provided the amount of the export duty is reasonable, 
Iudia.n potton even with the duty will be always cheaper than the American. 
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Q. What do you call a reasonable figure' 
A. About Re. 6 to 10 per candy. 
Q. What is Re. 6 going to do' It is noither here nor there. Do you think Rs. to 

per candy-or leas than three pies a pound wiil make any difference in the J"p .. ntlse 
imports of cotton from t.his country , 

A. It might give us some help. It is a ma.tter for the Boa.rd to consider wh .. t will be a 
reasonable duty. 

Mr. Subba Rao.-You. wa.nt it to be sufficiently high-' 
A. Yes; to give us some sub8ta.ntia.l help. -
Q. But not so high as to induce J .. pan to buy American cotton' 
A: Yes. And especislly when there is scope for increasing the number of spindles 

and looms in the country, why should we send our_ raw material to foreign countries , 
Q. Btlt is not the spindle capa.eity slightly in excess of the Indian requirements , 
A. I do not think so, if we put in more looms. The bulk of our requirements of cloth 

can be met from yam of not higher th .. n 30s .. nd 408. We c .. n m .. ke th .. t cloth here ir.s 
well. 30s warp and 40s weft, we c .. n- make in India. 
Pruiden.l.~n you make it as well ! 
A. Yes. But, though we can make cloth of th .. t qua.lity the bulk of the cloth used in 

India is under 20s warp and 30s weft and in some markets it is even unde~ 20s weft. 
Mr. Suhba Rao.-I am speaking of the imported cloth. Wh .. t proportion of the 

imported cloth do you think is 30s and 408 and .. bove .. nd wh .. t below 30, ! 
A. Imports are falling down. In 1921·25 the totsl imports were 727 million yards from 

thB United Kingdom .. nd 109 millions from Jap .. n. In bleached cloth they were from 
the United Kingdom 532 million yards and from J .. p .. n 4 miIlioll3 and in the subsequent 
year this has dropped down. 

Q. But I was ..wu.g you .. bout the counts of y .. m in the imported cloth. 
A. I think a good portion of imported cloth consists of y .. m not over 30s warp .. nd 40s 

weft and we Indians ca.n tum oul; t.his cloth aa well. Any cloth over that we ca.nnot 
make. We will have to rely on )Ianchest.er for that. 

Q. Therefore, is not there the danger of over.supply of clot4 of lower counts if you 
multiply the Indian mills , 

A. But I think the consumption of coarse cloth is much more than that of ~he bleached 
and the finer counts are used only by the richer classes .. nd the proportion is very small 
The majority of the people are using only the rough cloth and since the movement 
of Gandhi, I think -the people have more fancy to use coorser cloth, especially 
khaddar. 

Q. It is only a small section. We have been told that the taste for the finer cloth is 
developing. 

A. No; I should _think it is disappearing. 
Q. Some witnesses told us the other way. But in any case, it is not possible t.() spin 

yam of finer cotton, above 30s and 4Os, with Indian cotton' 
• A. No; we cannot. 

Q._ The production of yam between 30s and 40s has been either sta.tionary in India 
or has fallen and so has been its import. You suggest that the Indian production will 
meet the present Indian demand for imported cloth. But beyond a point the Indian 
mills oannot, beca.use the kind of cloth the production of which can be increased is 
coa.rse. -

A. AU the cloth required by the masses can be manufactured in India and the impOlts 
thereof are considera ble. 

Pre8idem.-Would you admit that upcountry mills on the whole are doing better 
than the Bombay mills' 

A. I cannot say that in .all cases. 
Q. You would, at any rats, do so as regards your own mill , 
A. Success or failure depends on the reserves to some erlent and also on the efficienoy 

of the mills. 
_ Q. But ta.king it all round, th~ upcountry mills are doing better than the Bombay 

mills! -
A. Beca.use npcountry, there are comparatively few mills. 
Q. WlU.:t difierence does that make' I do not see how that should make a difference. 

Do you mean they have their own local markets! . 
A. Yes. They are at an advantage to that extsnt. They can serve the area. wi~hin 

about 200 miles profitably. 
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Q. Here are some figures which I want to put before you. You point out that the 
Japanese imports are very small and yet you consider that they fix the rate of prices. 

A. Yes; because in accordanoe with their reduced quotations our customers threaten 
to place the orders 'l'!'ith Japan if we don't reduce our prices. . 

Q. In 1923-24 the Bombay mills made 855 million yards of cloth and the upcountry 
mills 846 millions. In 1924-25 the Bombay mills made 986 million yards and. the up. 
country mills, 984 millions. In 1925-26, the Bombay mills made 871 millions and the 
upcountr" mills, 1,083 millions. You will see that in "two years the outtum of the 
upcountry mills has gone up by about 240 million yards. 

A. That is because I think some of these mills had large reserves and they might have 
invested their money in expanding their business. 

Q. I quite agree. Whatever the reason do you not consider it at any rate possible that 
the effect on the Bombay mills has been just the same as the increase in the imports 
from Japan! What I mean is that the Bombay mills are yearly meeting greater com
petition from upcountry mills, and might not that be as effective in pushing their 
prices down as the competition of the Japanese mills !. , 

A. Both might contribute. 
Q. You think both might contribute! 
A. Yes. 
Q. Quite so. The Millowners have paid special attention to Japanese competi. 

tion. 
A. The Millowners' point is, if I understand them rightly, that any increase in the 

produotion of piecegoods in India should not affect the industry so long as the actual 
production is far below the requirements of the country. 

Q. I do not follow that at all. • 
A. Supposing the oountry wants 3,500 million yards and if we produce 4,000 million 

yards, then we can say there is overproduction. Bu~ as long as we make just half of 
that, I cannot say there is overproduotion. 

Q. Apart from the fact that you cannot produce the finer goods ! 
A. We can at least produce another 50 per cent. of our imports. What is the percentage 

of finer cloth ! 

Q. How much" of the Japanese imports oE 150 million yards and of the 1,287 million 
yards from the United Kingdom, can you produce! • 

A. I think we can produce 50 per cent. of such imports as are made from 208 to 
308 warp and 303 to 403 weft. 

Q. How much of that comes from the United Kingdom Y 
A. Long cloth and other sorts made from those counts, I believe, are coming. 

Q. Are they 208 warp and 309 weft ! 
A. Yes; I think so. 
Q. We have been told that the imports from the United Kingdom of anything under 

40s are small. 
A. My impression is that they are not dO small. But during tho last four or five y~rs 

some mills in India are manufaoturing cloth in imitation of the Manchester cloth, like 
shirtings, 10ngeloth, etc. 

Q. Are those under 309 t 
A. They are all under 309. 
Q. I wish you would send some samples of them. 
A. The shirting for instanoe that I am wearing is made in a mill in Southern India 

. and it is made of 249 warp and 303 weft. And this kind of cloth is being imported 
largely from the United Kingdom. 

Q. If you would send us samples of the United Kingdom cloth of what you think" are 
under 40s we should be very much obliged, because the evidence we .have ~ot so fa~ is 
cert&inly to the effeot that not much cloth below 403 comes from the Umted Kingdom. 

A. Yes. I shall. 
Q. I cannot help thinking that your est"imate of the probability of producing 50 per 

cent. of the United Kingdom goods is a very high one. . ' 
A. My impression is that only a small peroentage of the country's reqUIrements are m 

oounts over 303 and 40s. 
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Q. My impression is that most of the 1,746 million yards that come in from outside, 
are of counts over 40!. ' 

A. We are getting some from Italy also. 

Q. Very little. But at any rate, the point which I wish to put to you is, whether the 
additional 240 million yards turned out by the upcountry mills in the last two years 
might not have had as depressing an effect on the Bombay mill industry as the 150 
million yards of imports from Japan. 

A. I caunot say particu\a.rly of Bombay. It may have a depressing effect on all the 
mills.Upcountry mills are also suffering. I think that competition between upcountry 
mills is much keener than in Bombay. 

Q. In Bangalore you have a piecegoods market, I suppose ? 
A. Yes. The comp\a.intthere is that the rates there are spoiled by the mills in Ahmed. 

abad and other places. So we are also now suffering. 

Q. Then how would proteclon cure that? 
A. I think the principal cause is the Japanese competition. They are always trying 

to cut down the prices. But at the present moment owing to heavy _stocks held by the 
mills in India, they try to undersell each other, apart from the Japanese dumping 
quotations. Now the question for the Indian mil1s is how to move the goods.
'rhe mills are not looking to their costs. They have to sell and so they are selling. 

Q. Are you getting much ot"the Japanese goods in Bangalore? 
A. We are not getting much. But the quotations are always there and dealers are 

guided by those quotations and ask for lower prices, and if we do not meet them; they say 
that they will go and p\a.ce their orders for ,the Japanese goods. 

Q. But the same thiIlg might happen, as far as you are concerned, with AhJJledabad. 
Suppose there were no Japanese goods in Bangalore. Might they not say that they can 
get lower prices in Ahmedabad and hold those prices before you. 

A. Yes. ,But the internal competition is not always so keen and if there is internal 
competition I for one won't object. But what I object to is the foreign 
oompetition. 

Q. That of course is the view of the protectionist all the world over. 
A. We do not want protection against fair competition. We want to have things 

adjus!ed. If the Japanese are given some benefits by their Government-what I under
stand, though I have no definite knowledge of it, is that tliey'have subsi!lised the steam
ship companies-and they can therefore transport the raw material and manufactured 
goods at a l'heap cost. All t~e advantages are given by their Government and I think 
Olll" Government should giVe us some benE,fit. 

Q. Of an export duty? 
A. Yes. That is the least harmful duty one should think, I do not favour an import 

duty because it may lead to rise in prices and that may again check consumption. At 
present the oonsumption has gone down. I think in the old days we calculated about 
10 yards per head and now according to, the recent calculation, it is 7 or 5 yards per 
head. ' 

Q. I do not know where that figure comes from. My own figure is 11 
yards. ' 

A. Recently they say it has come down to 7, yards. 
Q. My figure for 1925 is 11 yards. 
A. What was it in t,he pre-war days? 
Q. It was 13 yards. , , 
Mr. 8'Ub~a Rao.-If you take one year possibly it may be less. The average for 7 

pre-war years would be about 3,394 million yards but now it is '3,535. But even if you 
take 1913-14 a year of very \a.rge imports the consumption was 4,173 million yards, or 
it would be 2 yards per head mol'J than now. In the \a.st year or two consumption haS 
not been much short of pre-war average? , 
, A. In India. cloth is not quite so necessary as it is in other countries. People can do 
with very li&tle cloth for some time, especially in Southern India.. 
~Raja Bari Kishan Kaul.-You say that the depression is due ,to your not being

able to sell cloth? 
A. I say that the depression is due to not realising the price which will cover our cost; 

either the price of raw material should go down or the price of manufactured goods must 
go up to secure a sufficient margin. -

Q. Which of the two do you think would help more , 
A. I think we may get our cotton cheaper. 
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Q. I underJtood you to say that the cultivator would not suffer t 
A. I mean chea.per in this sense that there will be more IIl&rgin between the cost of 

IIl&nufacturmg goods and the price at which they are sold. 
Q. But the Qultirator would get slIl&ller prices for his cotton! 
A. Yes, if you consider that the price which the exporter is prepa.red to give would 

form the basis of the price. 
Q. Naturally the price of cotton being regulated by the export t.he cultivator would 

get less! . ' _ 
A. Not necessarily, because if an exporter wants cotton for his requirements he might 

pay the price which the agriculturist wants. 
'Q. What do you think is going to happen? Do you think the export duty is going to 

lower the price of cotton! . 
A. I think it will not reduce the price of cotton generally. 
Q. If it does not reduce the price of cotton how are Yod going to-gain? 
A. Now, for instance the exporter to Japan takes cotton, 8&Y, at Ra. 100 a candy. Put 

on a duty of Rs. 10; then he will be paying Rs. 110. Then our price will be only Ra. 100. 
Q; The Japanese price will be Rs. 10 higher, and the price of cloth will go up r 
A. Yes, it is only a relative thing. The cost of IIl&nufa.cture of the Japanese would 

go up to the extent of the duty. 
Q. I understand that you believe that the export duty will not lower the price of cotton 

but it will raise the price of cloth ! ' 
A. Yes. 
Q. And so enable you to run your mills at a better advantage r 
A. Yes. That is the idea. So far o.s Japanese competition is concerned. it will 

enhance the cost of Japanese manufacture to the extent of the duty. 
Q. Provided that the Japanese are unable to get their cotton elsewhere ? 
A. I believe they cannot get this cotton elsewhere for at least ten or fifteen years. 
Q. Did you read the article which appeared in the "Times" the other day ! 
A. Yes, the uncertain prospect of getting cheap cotton always from India is what 

is exerci.<ting the mind of the Japanese and really frightens them. 
Q. SO they are already thinking of finw.ng some .other sources! 
A. In the meantime we can increase our looms and spindles and we can find demand 

for our cotton in our own country. 
Q. I understood from your replies that the margin for expansion is not. very great 

leaving out the finer counts which you cannot produce from Indian cotton. The 
IIl&rgin for expansion is therefore not very great? 

A. I think there is a IIl&rgin of another 50 per cent. 

Q. Isn't it correct to 8&y that the imports of fine cloth from the United Kingdom are 
of counts which cannot be produced in India ! 

A. Some of them are of counts which cannot be produced and some are of counts which 
can be produced. 

Q. But you ~Id us that you could not ordinarily produoe higher counts than 4Os. 'You 
cannot produce anything over 40s or perhaps 30s from your cotton. Therefore you -
cannot replaoe these finer qualities coming from England. Excluding nine-tenths of 
that the m&rgin for expaIl'Jion oompared with the total oonsumption of cloth in India 
is not very great 1 . 

A. I think it is abont 50 per cent. Now India is making ouly 1,970 millions, the totsl 
requiremeniB are about 3,535 millions. What is the import from the Unit.ld Kingdom! 

Q. It was 1,613 millions in 1924-25. 
A. At least 50 per cent. of this cloth can be made in India. 
Q. We were told that nine·tenths of that cannot be made in India t ' 
A. I have no definite figures, but I believe at le&St 50 per cent. of the imported cloths 

can be IIl&de in India.. 
Q. In any case if in ten years' time the Japanese were to dispense with the purchase of 

ootton in India will it not bp a very regrettable thing for India to lose t.his market. Cotton 
is one of the two or three paying ('rops which provide the cultivator with a. surplus, 
is., with the means of paying his revenue and repaying debts, eto. ! ' 

A. The ,export of raw ma.terial is not of real bcnefit to the country. If it exports the 
goods in a manufactured oondition then it is more p&ying. Our attempt should be in 
that direction. Moreover Japan will not stop taking cotton even if you put on a duty. 
My suggestion of an export duty on cotton is on tha.t hypothesis. - -
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Q. That is a hypothesis which you have to assume in order-to justify the expolt 
duty! 

A. Yes. 
Q. 8uppoemg it does not happen it will be a dangerous thing to do f 
A. Then the other question is, wby should we grow more cotton than' is required 

for the country. Food crops are being neglected and these commercial crops are being 
grown in preference to foodstuJIs. That is another complaint. -

Pruidenl.-Who makes that complaint f 
A. The cousumers. The agriculturists themselves say tbat they are growing this 

cotton crop in lrefJlrence to foodstuff.. The CO$t of living i. going up. 
Q. Is not the position that the cost of food has gone up 30 per cent. &Ii against 100 per 

cent. for cotton Y 
A. All the cultivators are not cotton growers: 

Baja Han Kulla" KauZ.-What do you consider to be a fair dividend for a mill to give! 
A. Say, about 7 or 8 per oent. on the market value of the shares. 
Q. Do you think that a mill which is giving say 10 to 15 per cent. is running fairly well 

and has no cause to complain ! 
A. No; it has no cause. _ 
Pruidenl.-Whst is the market value of your Bharea Y 
A. Ra. 117. 
Baja Han Kulla" KauZ.-Judged by that standard are upcountry mills doing well 

generally or suffering Y 
A. I do not know muchabout mills in Northern India but mills in Southern India are 

doing fairly well. 
Q. You said something about freights. You do not advocate any favourable rates 

to carry cotton to the mill centres or the cloth to particular markets Y You simply 
want the freight to be regulated on the basis of distance! 

A. That will be a more rational view of dealing with it. At present I find from Bombay 
to Tuticorin which is over 1,199 miles the rate is Re.I-3-0. 

Q. That is because of the competition of the coastal shipping ! 
A. Yes. From Bangalore to Madura, 386 miles, the rate is Re. 1-5.0. 

Q. Your proposal is that all freights should be baaed on a .•.••• 
A. On a sdentifio basis, not an arbitrary basis. Now, they are giving these special 

rates just to compete with coastel steamers. Rallwaya are publio utility concerns and 
their object must be to aid other industries. 

Q. As in Austria or in Germany Y 
A. Yes. -

Q. For that purpose you propose that all freights should be based on distance Y 
A. On ~ce and on any other scientific hasis. 
Q. Without making any concessions in order to compete with other agencies for 

transport Y -
A. Railwaya have no business to compete. They do not get any real volume of business 

by competition. They are only placing one area in competition with another. 
Q. Don't you think that they lose a certain amount of transport Y 
A. Even with this reduction I am told they are not getting much _ trade. People 

sending by coastal service will go on sending by coastal service. 
Q. Some people have suggested that some concession should be given Y 
A. Cotton is classed under what is called the fourth class. It used to be under class n 

and I cannot understand why it has been brought to Class IV whicb haa higher scheduled 
rate. Tbat is rather an exceptional rate to be charged on cotton. 

Q. You think the olassification ought to be altered' 
A. Yes. 
Q. Some people suggest that tbere sh"ould be favourable rates for the transport of 

cotton and for the transport of oloth. 
A. They must have favourable rates by the changes in the clasaification of the goods. 

Other considerations should not entor into it. Distance or any other scientific method 
of calculating freight from place to place must be taken. 

Mr; Majmudar.-You have said that WIl bave got in India cotton suitable for 
spinning 80s to 40s. If you refer to the statement on page 71 of the millowners' statement 
'OU see that the Jlro~uctj.on o~ 3~s W 408 was 22,0:1.0,009 lb~. !!l 1907, 20,694,000 iD 
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19M, 15,825,000 in 1909-10, 18,035,000 in 1910, 20,281,000 in 1911-12, 19,642,000 in 
1912-13, etc."etc. For 1924-25 it is 19,368,000. We are not making any progress there 
although we have made progress in fine counts above 40s. To wh.at do you attribute 
that? 

A. Thosll counU may not!be paying to tht' mills. 
Q. And Rtill J'apan wa9 able to import a good number of bales. Japan imported 19 

milIi"n Ibs. The imports are equal to our production. 
A. Perhaps on aooount of the Japaneso competition in those counts it was not paying 

to the mills in India. 
President.-Why was no progress made before Japanese competitiQ,1l really started? 
A. I think high ~taple qualities are being grown only in the last eight or nine years in 

Tiruppur and other areas. Ten or fifteen years ago we had not this high class cotton 
like Cambodia. , 

Mr. Majmudar,-Now that we have got cotton will the mills be able to spin more 
of 319 to 40s 7 

A. Yes, and I think we can grow that kind of cotton more than we do at present. 
Q. Your mills ~re not spinning 40s. 
A. We do now. • 
Pre.!ident.-From what? 
A. From Cambodia, and Karungan1li. We have been able to make this at a profit 

because the Japanese are not able to sell, pt'rhaps becaulle of tht'Ir appreciated currency. 
Mr. Majmudar.---Can you give us an idea of Mes!lrs. Binny's system of sales! 
A. I believe they have got what they call indenters and they give a commission of 

Abou' 4 per cent: I think to such indenters. But most of their sales are made to Govern
ment departments. 

Q. Do they sell to one merchant in each centre? 
A. They appoint a number of merchants--&bout three or four-a.s indenters. 
Q. That system is working very well ? 
A. I have no idea. 
Q. Compared to Bombay mills in costs of production do you stand to gain in the matter 

of wages? Do you stand to gain in anything else? 
A. Yes; we pay about 25 to 30 rupees a weaver. We have not to pay anything for 

water as the mills have their own tanks. 
I 

Mr. 8ttbba Rao.-It is about Re. 47 in Bombay. What do you pay a spinner 7 
A. We pay about Rs. 15. 
Mr. Majmudar.-Will you please send us these dt'tails? 
A. Yes. 
Q. For stores you have to pay more? 
A. Yes, certainly because of the high railway freight. 

Q. In the matter of fuel? 
A. We are working by electricity. 
Q. What is the ratt' ? 
A. 0'5 annas per unit. 
Mr. 8ubba Rao.-It is 0'7 in Bombay . 
• 'lIr. Majmudar.-What about fire insurance and other c~cs! 
A. So far as fire insurance is concerned I t,hink WE' have to pay 10 per cent. higher than 

what the Bombay mills pay. We ar~ paying t~c tariff Tates prevailing in the Madras 
circle. ThflY are about 10 per cent. hIgher than m Bombay. In Bombay the rates were 
recl'ntly revised but in Madras tht'y have not yet been revised. . 

Q. Is there any difference in rates charged to the mofussil mills in the Madras Presidency 
and the mills situated in Madras City? ...' 

A. I do not think there is any difference. I have no ~efiU1te information on that. Is 
here any difference between Bombay and the moffui1Sil ? 

Q. Yeti., . • 
Pl'e8ide1lt-The Baroda witness told us it wall 50 per cent. I rather think 35 per cent. 

would be nearer the mark. 
A. We have not got any diffe-l"'Ilce, I bPlieve. 
Mr. Majmudar.-How do you find your labour! 
A. We find it quite satisfactory. 
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l'ru1denl.-u there not a strike now! 
A. That waR engineered by people wh.., have no int.:rest in the inrlu.try. It is fillished 

DOW'. 

RajlJ HtJri KUM" KtJUl.-Is it efficient? 
A. As regards tbe efficiency of labour tbere are several factorR to be taken into account. 

U Me kePps his mill in order and in an efficient condition there is very little to be done 
by the people and the machinery gives satisfactory results. But if these tbinas are 
neglected, however efficient your labour may~be, there will be breakages and things like 
that and the macbinery will give ineffi~ient results. 

Q. You have no reason to complain about the efficiency of labour ! 
A. No. . 
Q. Even as compared to Bombay? 
A. I think our labour is as efficient as Bombay. 
President.-What sort of production from looms and spindles do you get? 
A. I think we gt't 7 ounces for 20s wbich is 80 ~ 85 per cent, of the efficiency guaranteed 

by the makers. 
Q. What is the production per loom! 
A. It varies with qualities. The average now is about 15 pounds. 

Q. If I may say so from your figures it is quite evident that yours is an efficient mill. 
Mr. Majmudar.-WhatabontabRenteeism! 

A. That is tbe only trouble we have; We have to keep more men than we really want. 
That is t·he only t·hing that can be said about these people. They are not very steady. 
We have about 6 to 8 per cent. absenteeiRm ana-we have to keep extra. people. 

Q. In weaving Y 
A. In weaving there is the pieceworker. 
Q. You do not keep extra Dlen there ? 
A. No; but we have always what we call substitutes who are paid only' when they 

work. . 

Q. SO you keep extra men only in spinning? 
A. Yes. . 

Q. Do you force the weavers to take a way imperfect cloth? 
A. We do not force them. At (lne time the weavers .were themselves keen on having 

such cloth when the price of cloth was very high but recently when the prices have gone 
down they made that a grievance." They wanted the cloth to be taken by the company. 
We said we were quite agreeable to do so at the price which we realised for the cloth when 
it is sold, and that is the system we are now adopting. ~ 

President.-We have discovered here in Bombay that il< is really one of the greatest 
wievances they have got. It is stated that a man who has a piece of cloth worth about 
&S. 20 can onlv sell it for &S. 7 or Re. S in the bazaar. He finds that a very heavy penalty. 
Do you think"it really is a Bound system, this system of compelling him to take cloth? 
Would it not be better to give an unsatiqfa~tory man a warning once or even twice- and 
if nEleessary get rid of him rather than to compel him to take cloth Y You know it means 
that for a comparatively email mistake there is a very heavy fine. I admit from the point 
of view of the mill it is a senous matter. But it does seem t·o me that it would be bt'tter 
to get rid of him. 

A. I do not think the mills will be unreasonable in that respect. If a !l6riou~ grievance 
is brought to the notice of the manager I think he will set it right. In our mills for instance . 
we are crediting the cloth at a price ""hich we would _~ealise by selling the cloth. W~ are 
selling some short lengths, also damaged cloth for which the weavers are not respoDSlble. 
There are certain cloths which are damaged through no fault of the weavers. 

Q. I agree that this is a. 'very much better plan than compelling the man to sell it 
himself. . -

A. The weavers themselvea wanted the cloth when prices were high. They were 
taking it and selling at higher prices during the boom period. But now the market is 
against tbem. 

Q. Even in the boom time they could not have made money. Were you oharging the 
market price t 

A. No, only the' oost price I think. 
Q. Is the oo~t price what you eharge now! . 
A. I think it is the wh(ll~lt' Jlrice now but I am not quite certain •. 
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ID. Majmudar.-Is it wholesale contract price that you charge '/. 
A. I think it must be thE' wholesale contract price. 
Q. What is the system of recruitment of labour in Bang-alore f 
A. We are recruiting them Wrect. People come' at the gate and seek employ-

ment. -

President.-You get them through jobbers f 
A_ We do not leave these in the hands oftbejobbers. Theresponsibleheadsofdepart-

mente make the Reloot.ion. . 
Mr. Majmudar.-The st'lection might be through the jobbers t 
A. No. 
Q. Does the weaving master himself select· the men? 

. A. Yes, because if it is left to jobbers it will lead to corruption. 
Q. Have you got ILny works committee to hear the complaints of the people or any 

other organiRation of that sort? 
A •. If the people have any grievances they go to the masters. 
Q. You mean they go to the manager? 
A. Yes, t~ey go to the manager or the departmental heads. 
Q. The Labour Union's complaint is that the departmental heads always try to uphoM 

the decision of the jobber for the sake of prest.ige. 
A. I do not think it is so: It depends upon the masters. If the master is not in touch 

'\\ith the people, it is quite possible. . 
Q. Their suggestion is that labour would bo more vocal if you were to have a Works 

Committee consisting of the representatives of the labour, repres .. ntatives of the 
management and &ome independent mell and if it cOllld meet from time to time to 
decide questions of dismissals, of fines, tht:ir grievances would be betft'r redressed. 

A. I think that is too mu~h for the labour to ask. I do not think in any industry it 
is done like that. It is purely a matter of agreement between the two. If the em
ployee does not like the employer, he is at liberty to go away. Why should there be all 

. these things , -

Q. What they ~ay is that at present there is dis~ontent an!i there is no means of knowing 
what the discontent is due to. -

A. The discontent is mostly engineered by people who have not much useful work 
to do. 

Mr. Subba Rao.-That is one interpretation of the labour movement. 
Mr. Majmudar.-You thfuk the Works Committee would not work properly or would 

lead to more trouble' . 
A. I think it will be more or If!SS sinecure. 
Q. SUIlposing the Works Committee were to operate only when they have complaints 

against the decisions' of the master f 
A. Uthey have any complaint against the master, they can approach the manager 

and if they cannot do that they can approach the agents •. 
Q. It has boen represented to us that, in all such cases, no workman i& heard, and 

that there is no justice meted out to the workman. - • :' 
A. I cannot say how far that is supported by real facts. 
Q. Supposin~ there are cases like that, do you think that a .Works Committee 

would be & solut·ion? 
A. In au~·h oases it may bt'. 
Q. Have you got a Provident Fund system' 
A. Yes. We do not take anything from the people. But we contribute to their 

Provident Fund 10 per cent. of their wages if they put in regular attendance. They can 
be abst'llt with leave; for instance, if they are sick or they are absent after ebtaining 
previous permission they arB not penalised. But if they are absent without leave, the 
contribution is not made. " 

Q. Any workman can join this Provident Fund 2 
A. Yes. 
Q. Is it only t.he company whioh contributes 2 As t,here is no cont.ribution from the 

workman, practically each workman is a member of the Provident Fund 2 
A. Yes, and we give this after seven years' service. 
President.-How many operatives have 'you got altogether f \ 
A. About 2,000 JIlen in the Mysore mills and about 800 in the other mills. 
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Q. Are they separate companies 1 
A. Yee; they aro separate companies. • _ 
Mr. Majmudar.-When you disoharge labour, do you give them any notice or you 

simply ask them to go away f 
A. If they are dismisaed for any fault of theirs, we do not give them any notice. 
Q. If it is a case of reduction 1 
A. We do not make any reductions at all 
Q. Supposing you wa·nt to reduce some workmen. 
A. Then it is fair to give them .. month's notict'. 
Mr. Subba Rao.-Hasthat happened at .any time when .you had to send away 

pt'Ople' . 
A. Such occasions are very rare. 
Presiclent.-l understand that you work under exactly the same Factory Act as 

they do in British India. Y 
A. 'In fact we anticipated this Act and we were working ten hours long before the 

Ac~ came into force. 
. Q •. You are in the Mysore Territory and the Factory Act there is exactly the· same 

al in British India. ? • 
A. Yt'B. 
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Witness No. 68 

lWr, NARANDAS PURUSHOTTAM, BOMBAY 

Written Statement elated 20th August 1926. 

The MiIIowners have ~stated their side of the case very cleverly but, as may be 
naturally expected, it is singularly one·sided .and, therefore, I desire to draw the 
attention of the Board to the other side of the shield. 

I admit that Indian industries are hard hit by foreign exchang~with sterling at 
1/6d. and Yen at 132 whioh is near par on this basis. I further admit that Indian 
industries are considerably handioapped by having to import machinery and stores from 
foreign oountries; but when this is said and done it remains to be observed that if foreign 
oountril'ls are able to oompete with India even after bearing the transit and other' charges 
both ways, in addition to an import duty of 11 pOlr cent., it is only rendered possible by 
the eoonomical and efficient management obtaining in those countries. 

Now to pome to the point about Japanese goods compet.ing with Indian in our home 
and export markets. A oasual study will reveal that so far as the foreign markets are 
oonoerned Japan oompetes with India in shetltings only. In pre·war time India enjoyed 
a very fair proportion of the East African trade but during war time and immediateix 
afterwards 1Vhen the Swadeshi movement captured the imagination of Indians for nearlY 
2 or 3 years the mills found it more to their interests to produce qualities suitable 
for home consumption only and full advantage was taken. of the Swadeshi movement 
to squeeze the maximum prices from the consumers. The Bombay mills during all these 
years deliberately and willfully ignored their special export markets simply to satisfy 
their greed of realising better prices at home. The door was thus opened for the ingress 
of Japanese goods into Ea.qt Africa, Egypt and the Levant. America which also used 
to export sheetings to Africa in fair quantities ceased to take the same interest in the 
African trade because of increased domestic consumption at remunerative prices. Japan 
thus found the field wholly to herself in this particular class of goods and not only did she 
take the full advantage of the opportunity but having once acquired a foothold she had 
been naturally trying her utmost through her superior efficiency and economical manage
ment to retain her position despite the severe competition that she has to race today in 
the said markets from Belgium and Austria as also from America and India which have 
again sought an outlet in these markets. 

Thanks to the methods. and practices of t.he Indian millowners the Swadeshi movement 
has languished (as it did in 1909 for similar reasons) and now when they find their old 
export markets in other hands they are orying out like spoilt children for the results of 
their own follies and misdeeds. It is obvious theISfore that Indian millowners have 
been themselves solely responsible for losing their export markets. It is my firm 
oonviotion that if our Indian mills were to put their houses in order, and run their 
concerns economically and effioiently they could most su('cessfully compete against 
Japanese or any other goods. ' . 

For instance, only this week the Bombay Dyeing Mills-{lDeofthe best managed concern 
in the whole of India--has suocessfully sold sheetings in competition with Japanese goods 
MId they as well as the Century Mills and some other miIIs have also placed on the market 
various qualities of long-cloth and shirtings in direct imitation of Japanese goods of t.bese 
descriptions at not merely oompetitive but distinotly lower prir.es. Japanese dhooties 
manufactured from 30s oounts or thereabouts also sell in the Indian market side by 
side with Indian dhooties of similar count; but in this connection I would draw the 
attention of the Board to the fact that the quantity of Japanese dhooties imported into 
India of these oounts do not oonstitute even 5 per cent. of similar dhooties imported from 
Lanoashire. As a matter of faot the Japanese dhooty business is almost oontemptible 
80 far as quantity is conoerned whioh defeats the millowners' contention that,Japanese 
goods are soldroheaper than Indian, on the other hand the quantity of Lanoashire dhooties 
imported into India serves to show where the competition lies. . 

Seoondly. there is some slight competition in bleached susies which were originally 
manufactured by the Bombay mills. In this conneotion also I should like to lay stress 
on the point that if Bombay mills suffer from Japanese competition they suffer all the 
more from Ahmedabad mills' oompetition. Since the last year or so Ahmedabad has 
been turning out this class of goods in huge quantities and has been 'underselling not 
only Bombay but Japan also. Cheap labour, intensely economical m&l.agement, very 
low.bleaching charges and the nearness of the raw material and the finished produots 
markets all go in Ahmedabad's favout'. 



227 

It is my deliberate conviotion that beyond the competition indicated above Japanese 
goods do Dot compete with our Indian mills. Grey shirtings which are imported from 
Japan in fair quantities do not compete with Indian goods ,but with Lancashire goods 
and this is amply borne out by Customs figures which demonatrste that Lanoashire has 
~08t ground to Japan although it would not be true to say that Japanese importe have 
JDoreased in anvthing like the same proportion as the decline in Lancashire importe. The 
difference may'be aocounted for by the poor demand for thpse goode more than anything 
else; hence with the exception of grey aheetings (3S' X 30 Yarde X 9/10 lbs.) and some 
small qusntities of bleached BUSies Japanese goods do not enter into competition with-
Indian propucts. , 

Now. coming to the second point I should like to inform. the Board that 'if Indian mills 
.would impnlve their administrative machinery and otherwise put their houses in order 
they will be 80 able to redu"," their cost of production that there will be no need to 
ilIltertain any fears about Japanese oompetition. A few sllggestiona will not be out of 
place. 

1. The method of buying cotton adopted by the mills is defective. -Instead of buying 
cotton through middlemen (towhom fat commissions are paid) cotton purchases should be 
made direct in the cotton producing centres by the mills' own st&fi as is done in the 
case of several weU-I~l&llI~ged concerns. This would effect a considerable saving. 

2. Likewise instead of paying fat commi.""iona to selling agents, the mills should have 
their own ahope in the markets &II in the case of well-managed concerns like the Century, 
the Crown and the Hindustan Mills. Incidentally it may be also stated 'that with the 
removal of these middlemen in buying cotton and selling yarn and piece-goods they will 
to a large extent automatically remove the cha.nnels which render various malpractices 
possible and of which so much is often heard. 

3. Japanese mills, if my information is reliable, are managed by salaried managing 
directol'8. The same OC(Inomicai system should be introdnced in India instead of paying 
exhorbitant oommission to the managing agents. 

4. There is also muoh room for effecting oonaiderable economy in the purchase of 
coal. stores and other materials in which generally secret commisSions are paid and which 
also add to the cost of production. 

5. ~ number of mills are equipped with s~h out of date and worn out machinery 
88 to considerably enhance the cost of production. , 

6. The goods turned out by the majority of Indian mills vary so frequently in quality 
and weight that there is nothing like a Standard quality on which consumel'8 may safely 
depend. This means CODRtant trouble to the wholesale and retail distributors of goods. 

, Again for instance, mill A turns out a qualit,y in 5 lbe. under No. 902; another roill 
manufactures the same kind in 4! lbs. under the same number; whereas a third mill 
USf'S the Rame number on 4 lbsJ This injurious practice results in the qualities ceasing to 
run in the conauming centres with th .. result that stocks accumulate and become un.~aleable 
except at hig lo_s. This practice therefore should be aboliahed and each mill should 
use its own registered number 88 is tho case in Lancashire and Japan. This is very 
beneficial to the wholesale and retail distributol"ll and therefo,re to t~e mills themselves. 

7. Well.managed concerns like the Bombay Dyeing, the Hindustan and the Crown 
MiIIs (to mention but a few in Bombay), and almost all the mills in Sholapur, Indore. 
Nagpur. Cawnpore and Ahmedabad are not only not making any losses even in these 
hard times but on the oonkary show very good profits. This in itself is conclusive 

- evidence that there is-something rotten in the management of other concerns and the 
latter would do well to take a leaf ont of books of the former, 

8. The Indian mills might with profit to themselves pay greater attention to implove
melits in sizing. the removal of leaf dust as also to improvements in packing (which is 
extremely- defective today). Japanese packing ia very good and worthy of imitation. 
Another frequent defect is that one and the same bale contains pieces which vary con· 
siderably in weight and dimenaion. This is very injurions and ia never to be found in 
foreign goods, especially Japanese. 

9. The contraot terms which the mill-oWners force upon their buyers are nefarious for 
-their one sidedness. The bnyer is in all respecta absolutely at the mercy of the seller, 

especially as regards the delivery period which enables the not overscrupulous sellers to 
take unfair advantage of the rise and fall in prices to the great detriment of the buyers. 

10. It ia also a common practice with our mills to manufacture the same sorta of 
cloths. This ia very deplorable as when demand is absent from partioular centres 
(owing to plague. riots, famine or similar causes) which consume particular sorts only. 
then at such time stocks accumulate hea,viIy with, resultant loss to the 1IlilIs., The 
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frequent aooumulation of stooks is one of the most disastrous features of our mill manageo 
ment as not \only do interest and godown charges acrue but the financial position of 
the concems is most seriously impaired an<1 the weaker holders are consequently obliged 
to dispose of the4: stooks at suoh ruinous prioes as to injure the interests of even the best 
managed and well finanoed oonoerns. 

11. Whereas our mill-owners in-their hay-day of prosperitydeliberatelynegleoted their 
export markets, Lanoashire and more espeoiallyJapan has been at all times more anxious 
to foster and nourish the export trade and they are making constant endeavours to find 
out virgin markets for their goods. ,This spirit of enterprise is totally laoking amongst 
us. 

12. There is an inoreasing tendency now-a-days in favour of finer oount goods, but 
a number of our mills fearing their production would be seriously diIqinished if they 
manufaotured fine instead of coarse goods continue to tum out coarse varieties, and 
as there is a gradually diminishing demand for coarser goods they are obliged to sell 
them at prioes which are not very remunerative. It is common knowledge that finer 
goods leave a wider margin and the sooner the Indian mill-owners reoognise this fact 
and act upon it the better it will be for the industry. 

13. The Bombay mill-owners in their anxiety to make Japan the catspaw for their 
present position (as they necessarily must make some foreign country the soape-goat 
for seeking proteotion) seem to ignore deliberately the fact that it is not Japanese com
petition that is responsible for their predioament but severe competition from up-country 
mills that have sprung up in the ootton produoing centres as in Sholapur, Indore, Nagpur, 
Cawnpore, Ahmedabad and Delhi where cheap cotton, cheaper labour, mor& efficient 
administrative machinery and the nearness of oonsuming markets give them a 
paramount advantage over the Bombay mills. ' 

14. Although I am not in a position to say that handloom produots are sold oheaper 
than mill-made goods it is a known fact that the handloom produotions, espeoially of 
Madras and Malabar, have shut out oertain styles formerly sold at an advantage by the 
Bombay mills. 

15_ Our mill-owners are very niggardly about supplying suffioient samples to their 
distributors whioh seriously tells upon the trade. They ought surely to be able to under
stand that the almost extravagant lavishness with whioh Lanoashire and Japan supply 
samples to their buyers have some very positive advantages about it. 

16. The future of the Indian mills so far as produotion of goods between 14s and 28s 
counts of yarn is oonoerned is perfeotly safe as the other leading manufaoturing countries 
of the world do not find it remunerative to sell this olass of goods after paying a prohibitive 
duty of 11 per cent. To this extent therefore a permanent advantage is secured to Indian 
mills against foreign competition. 

17. Our mills generally have to suffer very seriously on acoount of finance because 
of the preponderanoe of foreign banks in the oountry and the high rate of interest. Also 
the unfair advantage taken of the banks by BOme of the mismanaged mills has hardened 
the banks against advancing loans to our mill-owners on reasonable terms; and as 
a result the good oonoerns have had to suffer along with the bad ones. Mismanaged 
conoerns and others suffering from finanoial diffioulties have been forced into liquidstion 
and are passing into other hands. 

18. If there is anything like Japanese competition in lact it should be all the more 
welcome as it has opened the eyes of the share-holders as well as the publio to the mis
management of the Indian mills. As I have demonstrated above there is no oompetition 
from Japan worth the name that is detrimental to the interests of our home industry; 
but if there is any degree of healthy oompetition we ought rather to enoourage it so as 
to keep the Indian mill management alert and effioient in the supreme interests of 
the millions of insufficiently-olad consumers. Notwithstanding this, should it be found 
neoessary or advisable to afford protection to the Indian cotton mill industry by imposing 
an additional import duty, suoh an aotion should not be conpned merely to Japanese 
goods, whioh have rendered a distinot servioe to the poor consumers of India, but should 
also apply to all gaadB manufaotured outside India. Out of a total import of 60 orores 
rupees worth of foreign pieoe-goods Japan's share is barely 8 per cent. Henoe it would 
be wholly unjustifiable to penalise Japan only. _ 

I am firmly of opinion that the depression that our industry is passing through is 
equally felt by Lanoashire and Japan and the causes thereof are more fundamental than 
the Bombay mill-ownera have Bought to make out. To mention onlY,a few: ' 

I.' The Indian piece-goods market, more espeoially the Bombay. market, have not 
yet fully reoovered from the disastrous crisis of 1919 whioh resulted from Government's 
exohange and ourrenoy policy. It brought untold ruin to more than half the trade and 
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• the other half was seriously crippled. The wholeeale failures of respectable and even 

financially strong merchants created a feeling of mistrust which has ever since most 
seriously impaired dealings on crfdit terms between sellers and buyers. This reetriction 
of credit in my opinion is tb .. most vital cause of the present depression. 

2. The reduced purehasing power of the consumers.-In support of the statement 
I cannot do better than to cite a passage from the evidence submitted by the cotton 
trade to the Committee on Industrial Enq tiiry in England :- .. 

"The decline in the cotton export trade is due to the combined effects of high
prices for British goods and the reduced purchasing power of overseas customers 
than to any other factor, the agricultural population in our foreign markets being. 
unable to exchange the products of their labour for the same quantity of manufac· 
tured goods as formerly, Whereas the average price per unit of cotton goods exported 
from this country had increased since 1913 by 142 per cent., the average price of 
cereals exported by Indian had only increased by 34 per cent." 

3. The reduced holding power of wholesale distributors and up-country merchants.
. Formerly, Bombay and up-country wholesale merchants were in a position to buy big 
quantities from the mills and were financially strong enough to hold their large stocks 
tprough the ups and downs of the markets. This is no longer the case and the risk of 
holding these stocks is now transferred to the mills themselves which tells very sorely 
upon their finances. The weaker ooncerns who have not much holding power are thus 
obliged to sell out their stocks regardless ot their cost of production and these forced 
sales react unfavourably upon the whole industry including the best-managed concerns. 
Thus unhealthy intsrnal oompetition is generally more responsible for the present state 
of depression than foreign oom petition. 

In conclusion I beg to stats for the information of the Board that I have been more: 
than 30 years in the piece-goods trade and have done extensive business in Lancashire, 
Japanese and Indian mill-made goods. My observations therefore are based-upon .. 
knowledge of facts and ripe experience arid I therefore oommend my statement to the 
Board for what it is worth. Should the Board desire me to tender oral evidence in support 
(,f the above statements I shall be happy to present myself. 
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Witness No. 68 

Mr. NARANDAS PURUSHOTTAM, BOMBAY 

Oral E~idence recorded at Bombay on 318t Augun'1926 

[N.B.-The evidence of this Witness was given in GujaraH] 

Pre&ident.-What is your exact connection with the cotton textile industry, 
Mr. Narandas Purushottam f 

A. For the last thirty years I halVe traded in Indian, Japanese and English goods 
Q. Which goods are you trading in, now' 
A. At present in Indian. 
Q. Not in Japanese goods , 
A. Not for :tho last five years. 
Q. Why have you given up Japanese goods , 
A. I have taken a vow before Mahatma Gandhi, and since then I have given up 

trading both in English as well as in Japanese goods. 
Q. But t,he whole of your evidence is in favour of allowing Japanese competition fret. 

play. In these circumstances, I find it a little difficult to understand .the trend 
of your evidence' \ 

A. I have written it from the consumers' point of view, because I am afraid if a 
duty is put on, theloor people will have to pay a higher price. I have got samples 
of Japanese cloth an I want to.show that even England has now commenced to manu
facture cloth on the Japanese style. 

Q. We shall be glad to nave the samples. I do not understand why, if you 
have yourself taken a vow not to handle Japanese or English goods it would not from 
your point of view be well worth while inflicting a small I enalty on the Indian consumer 
to bring about the same result generally. . 

A. I have done it for my own sake. The vow is for myself and not for the Indian 
public. 

Q. You say here that a casual study will reveal that so far as·foreign ma.cl<ets are 
concerned Japan competes with India in sheetings only. What markets are you 
thinking about there , 

A. There is competition in sheetings, striped shirtings and dhoties. 
Q. You mention here that the Bcmbay Dyeing and Manufacturing Company's Mill 

sucoessfully sells sheetings in competition with Japanese goods. Do they sell it at a 
profit f 

A. Idonotknow. 
Q. Then, how can you call it successJul if you do not know anything about the profit' 
A. I do not know whether they are making a profit or not. As they are selling 

oheaper than the Japanese I thought they were successful. 
Q. You say the system of managing agency that obtains here is the cause of the 

complete dislooation of the whole industry ? 
A. In Ahmedabad the agents themselves do the work practically as Managing 

Direotors and therefore it won't be difficult if the system of Managing Directors is intro
duced in Bombay. 

Q. I do not quite follow your point that the goods turned out by the majority 
of Indian mills vary so frequently in quality and weight that there is nothing like a 
standard quality, etc. You Bat one mill turns out No. 902 in 5 pounds; another 
manufactures the Bame kind in 4f pounds and under the same number, and a thlrd 
uses the same number on 4 pounds. What do you mean by three m!lls using the same 
number' Do you mean that one mill is copying another mill's number but turning 
out a di1ferent quality' . , ' 

A. H one mill manufaotures a particular quality and gives the number 902 another 
mill gives the Bame number to a di1ferent quality and a third ,mill a1!m does the same. 

Baja Han KiB1aan Kaul.-Do you suggest legislation on this point, this copying of 
numbers' Do you propose that Government should 'legislate or give advice to the 
millowners , 

A. It would be good if Government legislates in the matter. 
Q. Are you a mill agent f 
A. I have been a selling agent six months back of the Victoria Mills. 
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Q Did you find as a selling agent that the sy~tem of selling through you WdS not 
advantageons to the mill! . 

A. They have appointed other selling agents. 
Q. While you were selling agent, was it not oonsidered advantageous? 
A. As there is very great competition and as we are not able to cOQ;lp8te with Japanese 

goods the appointment of several. selling agents is the way to reduce the cost of 
production...... . 

Q. But yo~ say that there is no competition with Japanese goods ? 
A. Tqere J8 competition, there is some competition of Japanese goods' with Indian 

goods and some oompetition also with English goods. . 
Q. Have you had any experience of the industrial side of the cotton industry ! 
A. I had connection with the mills and therefore I know. 
Q. Any mills of your own_pinning, dyeing or weaving! 
A. I was a partner in the agency firm of the Hubli Mills. 
Q. Spinning, weaving and dyeing f 
A. It was only a spinning and weaving mill then. 
Q. Why did you giva up tQe mill agency? 
A. I sold my share to my partner. 
Q. Was it not profitable' 
A. Owing to change of circumstances, I sold it. 
Q. You say only Japanese sheetings co~pete in the Indian market. The figures 

here show that drills, longeloth, shirtings, coloured goods, all compete. 
A. Formerly there was competition in drill and jeans. But now it is not so. Last 

year it was so, but this year it is not'so. 
Q. Then you say that some of the milIs had imitated Japanese designs but there ill 

no competition in sheetings. Why is it necessary for anybody to imitate those designs , 
A. There has been a change in the taste of the people since the war. Japanese designs 

and qualities are more liked by the people and therefora in order to cater for the taste of 
the people the Bombay mills have also commenced making them. 

Q. It means they are displacing the Indian mill goods and there is comPetition t 
A. The style of the Japanese cloth.is different and as that commenced to sell the Indian 

mills also commenced to manufacture similar styles. 
Q. About dhoties, of course, there is no complaint of Japanese competition; but 

oould you give us figures' Japanese manufactured dhoties of 30s. also sell in India 
side by side with Indian made ones. You could probably give us the price? 

A. I will give you the price in two or three days. 

Q. Also about susis' 
A. Yes. 
Q. You say the millowners are very niggardly abont supplying sufficient samples' to 

'their distributors. 
A. The Bombay mills do not give. samples. The Japanese mills give as'many 

samples as we require while the Bombay mills give only one sample. 

Q.-Then you say, • I am firmly of opinion that the depression that our industry is 
passing through is equally felt by Lancashire and Japan.' How about Japan? . 

A. Japan was able to sell at cheaper rates due to their exchange. Now Japan is not 
able to sell so cheaply. In 1919 we had goods imported for 964lakhs and even then 
the millowners of Bombay did not raise a hue and cry. Now when the total quantity is 
less they are raising a hue and cry. The Japanese people are now working shorter hpurs. 
They are working four or five hours shorter than what they were doing. 

Q. How do you know that' 
A. From another friend who is trading in the Japanese goods., 

Q. 'You say that eluring the Swadeshi movement the Bombay mills' deliberately and 
wilfully ignored their special export markete.' H the Swadeshi movement reduced 
the consumption of mill made cloth, it should have been easier for the milIs to export 
more cloth to the outside world. Is it the lQladdar movement that you are referring 
to Y The Swadeshi movement was very much earlier and it was started in Bengal. 

A. Yea, and also the Swadeshi movement. 

Q. But exports did not decrease, in fact they increased. 
A. During that time milIs had good profite in lo.cal markets and so we lost the marke', 
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Q. Still they exported goods and the quantities were larger 7 
oj.. Because,our looms and spindles were increa.sed •. 
Q. Is it the mills who export or the merchants' 
A. The mills sell to the merchants and the merchants sell to markets. liB it is we 

oller these goods fONome price and the mill says Rs. 1-8-0 and the other people say 
1-4·0. How can we sell to the other countIY? . 

Q. You say they do not sell their products clieap enough for export to the other 
countries? 

A. Yes. 
Q. They do export goods. The quantity exported has increased. 
A. liB it is they get less price for some goods. Therefore they export. such goods. 
Q. Naturally they export such goods on which they can make a profit? 
A. They keep the market in hand so far as the quantities of such goods are concerned. 

The figures show that the quantities exported did not decrea.se. 
Mr. Subba Rao.-'-You make a number of statements about mill management, cost 

being high, paying fat commissions and so on. Do you make those statements on mere 
heresay or have you come across instances? _ 

A. I have seen them. When we used to go to the varion! mill: for purchases those 
mill agents used to say that because of their old machineIY their production was low and 
therefore their costs are higher. That is how I have got the information. 

Q. You say it is a common practice for mills to manufacture the same sorte of cloth. 
What do you mean! liB a matter of fact they varied the type of cloth in Bombay. What 
do you mean by this statement! . 

A. Suppose one mill has some counts-24s.x2Ss .. All the milIs makethesamequaIity 
and when the stocks are sold there are 1088e&. 

Mr. Majmwlar.-What authority have you for making the statement that there is 
superior economical management in Japan? 

A. I have no figures to support the statement. 
Q. You say 'I should like to inform the Board that if Indian milIs would improve 

their administrative machineIY and otherwise put their houses in order they will be so 
able to reduce their cost of production. • I want to know whether and if so what changes 
you made when you were partner in the agent's firm of the Hubli Mills , 

A. I was a partner for three years, 1919 to 1921. 
Preside'Tlt.-Was it after that that the milIs went into liquidation' 
A. Messrs. Forbes, Forbes, Campbell & Co. Bold them. 
Q. When did they sell them t 
A. In 1919. 
Q. And your firm took them over Y 
A. Yes; and I Bold my partnership in 1922 and Purshottam Govindji 

bought it. 
Q. Why did you sell it , 
A. I was in straitened circumstances. 
Q. There should have been no straitened oircumstances in the boom period. 
Mr. Majmvdar.-You did not make any ohanges , 
A. I did not see any neoessity for any ohanges at that time. 
Q •. Can you say which mills are working inefficiently r 
A. I will give the names privately; but I cannot prove that. 
Q. Do you think it likely that the Japanese competition in dhoties will 

increase! . 
A. Formerly it was only the Indian dhoties that were coming in. Japanese dhoties 

have commenced to come in for the last three years. They might sell more if they are 
cheaper. Japan is underselling Bombay milIs. First of all Ahmedabad sold chesper than 
Bombay mills and now Japan is selling cheaper than Bombay milIs. At present in 
certain qualities the Japanese are underselling. Again Ahmedabad susies sell veIY 
well whereas the Bombalsusies do not go so well in the market. 

Q. The prices of the Bombay susies are higher! 
A. Ahmedabad milIs are able to sell cheaper due to the lower bleaching charges, 

eoonomioal management and so on. 

Q. You say that grey shirtings which are imported from Japan in fair quantities do 
not compete with Indian goods but wi~h Lancashire goods. Is it not possible that on 
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the ODe hand the Japanese shirtings being a little superior to the Indian onee displace 
them due to the slight difference in price and on the other hand successfully compete with 
the English which are dearer! 

A. l..do not say that the Japanese shirtings do not compete with the Indian ones, they 
do compete. I will supply the figures to you about the Japanese shirtings which compete 
with the Indian shirtings. Before the war English' shirtings were imported to a very 
great extent. During the war time Japanese shirtings commenced to come to a greater 
extent and now practically "the, English shirtings command very little sale. 

Q. You say' Incidentally it may be also stated that with the removal of these middle· 
men in buying cotton and selling yam and piece.goods tbey will to a large extent automati· 
oally remove the channels which render various malpractices possible and of which so 
much is often heard.' Have you any personal knowledge as regards the malpractices 
of selling agents that you allege! 

A. I have got personal experience. The selling agents sell off the goods to their own 
relations without giving a ohance to the other merchants. Some of them do it. .But 
I am not prepared to mention ,the names. -

Q. You say' Another frequent defect is that one and,~he same bale contains pieces 
which vary oonsiderably in weight and dimension. This is very injurious and is never 
to be found in foreign goods, eepecially Japanese.' Does this apply to the Bombaymills ! 

A. To Bome of the mills. . Occasionally also the yardage is lees besidee the difference 
in weight and dimensions and therefore many a time the contracts are cancelled. 

Q. Can you give us the namee , 
A. A oontract was once cancelled with Birla Mills on that account with regard to' 

shirtings, the quantity being 200 bales. There was a similar experience with the Sassoon 
mills. Suoh instanoee occur very often and concessions also have been granted to the' 
mills by the merchants. As a oonsequence the prioee of the goods suffer. If a duty.is 
to be levied it should be levied on both English and Japanese goods. I do not want it 
to be levied on the Japanese goods, because the English mills will then import 
the goods. 
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Witness No. 69 

Mt. 8. N. KARANJIA, J.P., BOMBAY 

Written Statement dated Bombay, 12th August 1926 

I have submitted two letters to the Honourable Sir Basil Blackett, K.C.B., on the 
14th July 1925 and the 17th August 1925, copies of which are enclosed herewith. 

I also lInclose here~th a copy of a letter addressed to the Millowners' Association, 
Bombay, dated the 13th August 1925. I have briefly stated therein my views on the 
subject, and am prepared to give oral evidence if necessary. 

Further I venture to add that the system prevalent in Bombay of management of 
mills by what are called" managing agents" or .. secretaries, treasurers and agents" 
is very harmful to the mill industry inasmuch as they charge commission on profits 
and sometimes on production and sometimes also on purchases. Many temptations 
lie in their way; profit dwindles in good times and difficulties arise in adverse times. 
In my opinion a powerful board should control the whole management. 

On the other hand it is contended that Indian ~ cannot finance their concerns if 
the agency system is done away with. But I do not agree with this. With a good board, 
and with local banks as well as Government banks financing sound concerns, any 
difficulty in this direction should disappear. In Japan local banks and sometimes 
Goverrunent banks come forward to help sound concerns when temporarily in difficulties 
and save them from shutting their shops. 

Many Indian mills are over-capitalized .. Hence they are incapable of showing good 
results. Japan mills send their representatives to different parts of the world to learn 
their requirements and push their own goods. In their endeavours the people and 
Goverrunent help them. I' do not agree with the suggestions that the Government 
of India should send out representatives, but the mill owners should send them and 
Government should grant them certain aid in this direction. 

Up-country mills are better off than Bombay mills because they are situated very 
near cotton districts and their productions are easily consumed in their own markets 
and they have not to suffer-from land and sea freights. Hence they very seldom lose. 

Japan has a good hold in China and p~ticularly in Manchuria where it sends its goods 
in loose packings, it also packs its goods in straw bales for home consumption, and thereby 
saves a lot of packing expenses. It makes good profits there and with such profit competes 
with the outside world. . 

Some few years ago the Petit mills used to manufacture good hosiery. Japan competed . 
and supplied India with such cheap stuff that the Petits had to close down and thence
forth Japan has captured the Indian markets. Of course to my mind it was not a healthy 
competition, because the same qualities were sold then in Japan at a higher p~ce th.an 
in India and when the Petits stopped manufacturing these goods, Japan raised Its pnce 
in India and made up for past losses if any. 

Japan herself would never allow such competitions in her own territory •. 
For helping the mill-industry in India I would make the following suggestions :-
. (1) A specifio import tariff should be introduced. . 

(2) Import duties on mill stores should be abolish~d. 
(3) Super-Tax on oompanieS should be done away with. 
(4) Town c}.uty of one rupee per bale should be done away with. It is an unnecessary 

burden on Bombay mills. . 
(5) Drastio ohanges should be made in the matter of the agency syste~, above 

referred to. 
(6) Goverrunent banks should finance sound mills when necessary. . '. . 
(7) Mills should open their own shops to sell their own goods and the system of glvmg 
, agenoies should be discontinued. ' ., 
(8) All forward transactions in mill shares should be stopped by ~egislation.. . 
(9) Mills, which have already lost by way of depreciations In land, building, 

maohineries, stocks, etc., eto., should reduce their oapital. (Japan always 
does that). • 

(10) Up-to-date machinery should be installed in Indian mills. 
(11) Skilled labour or better labour should be employed. 

A Japanese labourer is more skilful and industrious and does at least double the work 
of the Indian labourer. ' 

Japanese labourers are better looked after by their masters than Indian labourera ~ 
Japanese mill structures are very oheap. They themselves manufacture oertam 
m .. chineries also. 
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I am not in favour of raising the tari1f waIl and creating unpleasantness between these 
two countries. . , 

Again Japan has got a natural advantage of climate. They can produce better counts 
from inferior cottons, which we cannot do here. By such advantages and economy 
and a'favourable exchange they can easily compete with India, while On the other hand 
the transit expenses of cotton and cloth are negligible. 

There are besides man~other advantages which Japan enjoys. I do not include them 
here, as they /llII well known to the mercantile community. 
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Annezure A 

~etter to the Honourable Sir Basil Blackett, K.C.B. 

Simla, dated, July Uta, 1925 

RE ExmsE DUTIES IN INDIA 

I take the liberty of suggesting a method which i( adopted will relieve the present cotton 
mill trade depression, do away with the necessity of abolishing the excise duties do 
no harm to Lancashire and involve no less of Government revenue. ' 

I suggest that a speoifio duty based on fiat rates be levied on all cotton piece-goods, 
whether grey 'or white, imported from England, Japan and America. This will tell 
on inferior varieties which.will naturally affect Japan and benefit Indian mills. Indirectly 
Japanese goods will gradually disappear from the Indian ma~ket and their place will be 
taken by better qualities of English goods and what may be lost in revenue on decrease 
I)f Japanese imports, will be made good oy increase of imports of English goods. Indian 

• mills which are producing generally lower qualities than England will be very much 
benefitted and the Japanese competition in Indian markets of which ,complaint is made 
Ir. the papers and in the English and Indian Chambers of Commerce, will dil!appear. 

Annexure B 

Letter to tM Honourable Sir Basil Blackett, K.a.B. 

Simla, dated, August 17th, 1925 
Sir, , 

In continuation of my letter dated 14th ultimo; re Excise on cottons, I have the 
honour tQ add further on the subject. 

I enclose & cutting from the" Times of India" dated 12th instant from which I gathcr 
that if the course therein suggested is adopted, there may be a heavy deficit in Govern
m.ent revenues. 

I have suggested in my last letter that a specific duty at fiat rates might be levied. 
If this is objected to as inequitable I suggest a tariff fixed on the same basis as 
.. Silk textiles," see Government of India" Tariff Schedules .. for the purpose of Customs 
duties, saria.! No. 107, .. Silk piece-goods and other manufactures of Silk". A fixed 
tariff may be more accurate and may be levied at 11 per cent. 

If either of the two methods as recommended by me is adopted there is no doubt in 
m.y mind that Japanese competition cannot be maintained in Indian markets, and I 
venture to suggest this as a solution of the present critical condition of the mill industry. 

Under the oiroUIDl!tanoes, I most respeotfully request you to give oareful consideration 
to my suggestions if you think it advisable to do so • 

.An_ns 0 

Letter to tM Secretary, JWlowner8' A8sociation 

Bombay, doteil August 13th, 1925 

I send you herewith a copy of a letter addressed to Sir Ba.sil Blackett re Excise 
duties, and my further suggestions to be put before your Committee of the Millowners' 
Assooiation. 

I have to add briefly for the information of your Committee that :-
(1) The Import duty on cotton pieoe.goods is not 11 per cent. but 9'909 per cent. 
(2) All the steamer oompauies oharge freight on Cotton at Yen 4'20 per ba.!e out 

of which they return to the mills in Japan l' 40. " 
(3) Kanegafuohi Mills Company have got their mills in China also. They make 

good profits there and it is a help to them to compete with India also. 
(4) They have got a dumping policy (they sell their own goods at a higher price 

in Japan to enable them tp Uhdersell in India, etc., etc.). 
(5) The low exchange also helps them to the extent only of the actua.! differenoe 
• between raw materia.! and manufaotured cloth, eto. 

There are many other faotors which enable them to sell their goods oheaply in India. 
I would advise you to insist on Sir Ba.sil Blackett's levying import duties at tariff 

rates. By fixing the tariff inferior goods will cease to be imported. The rate of dutl 
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should remain the same; that is 11 pel' cent. on all imported cotton piece.goods. But 
tile goods for the purpose of _ssment may be divided into two groups, say greys and 
whites, the price of the former may be fixed say approximately at Rs. 1-8 pel' lb. and of 
the whites say Rs. 3 per lb. approximately (a proper rate will of course be fixed after 
taking the average figure of 1m porte), and then the duty may be levied on price calculated 
according to the weight. Say a piece of grey cloth weighs 9lbe. the value thereof will 
be at the above rate 13/8, and 11 per cent. duty thereon will be Rs. 1·4850 (and no 
.. Leas duly" will be allowed on fixed tariffs, while in m8l'ket values less duties are allowed), 
in the same way Rs. 3 per 1 b. may be fixed for whites and the duties ch8l'ged accordingly. 
In my letter to Sir B&8il Blackett, I recommended specllic duty at.a fiat rate, which may 
be objected to &B being inequitable, but a fixed tariff cannot be open"to the same objection. 
U any difficulty 8I'iaes in the working of the system, 'I am quite prepared to solve it, as -
I did in the C&88 of .. silk textiles," 8ee Government of India" Tariff Schedules" for 
the purpose of Custolll8 duties, serial No. 107, .. Silk piece-goods and other manufactures 
of Bilk." 

Specific duty and fixed tariff may of course be respectively so fixed as to work out tho 
same. The first is fixed and based on the average values and average of various qualities 
of goods imported, and a fixed tariff is b&8ed on values fixed for different groups calculated 
on the average import. of different qualities. The latter duty is m.ore acpurate and 
will be calculated at 11 per cent;. 

H either of the two methods is adopted there is.no doubt to my mind that Japanese 
competition cannot be maintained in Indian markets, and I venture to suggest this &8 a 
solution of the present critic&! condition of the mill industry. 

My point in writing to you is to enable you to approach the Government of India 
after discussing varioua details in :V0Ul' Committee. I a.m quite prep8l'ed to offer such 
help as I can. 

I may mention that Japan mills always hedge" Sampinu against their purchases of 
raw cotton or cloth &8 the case may be when they see a weak tendency in cotton. 

There are various other points on which the Japa.n mills work to their adva.nta.ge, 
I shall be glad to mention them to you if required. 
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Witness No. 69 

Mr. B. N. KARANJIA, .~OMBAY 

Oral Evideru£reoorded at Bombay on the 27th Auguat 1926 

Mr. Karanjia.-May I be allowed to explain that I have come not on behalf of the 
Japan and Shanghai Silk Merchants' Association of which I am the President, nor have 
I come on behalf of my firm Messrs. Gobhai Karanjia & Co.: Ltd. I have come.in my 
private capacity and not to favour either side. I want to give you all the facts which I 
have in my possession, basing them on my 35 years' experience. 

Preaident.-What is your special connection with the cotton industry! . 
A. I am exporting cotton, as well as importing a very negligible quantity of cotton 

piecegoods. Our main line is silk goods. We are general importers as well as export~rs. 
Q. How much cotton do you export ? 
A. I think we have been exporting cotton to the extent of about 5 to 6 thousand bales 

to China and Japan every year. We did not do that business simply for exporting cotton, 
but to save something in exchange. We bring some sUk piecegoods as well as raw silks, 
so that what we sometimes lose on cotton we gain in exchange by importing other articles. 

Q. Have you been in Japan yourself t 
A. I have been twice to Japan. 
Q. Did you visit any of the Japanese ootton mills when you were there t 
A. Yes, I did. We are dealing in cotton. So we na.turally saw those mills. 

Q. How many Japanese mills did you see t 
A. I saw about 20 silk mills and about 3 cotton mills. 

Q. In what year was that! 
A. 1923. 

Q. So you oan at an:1\' rate give UB first.hand information as to the oonditions in the 
Japanese mills' . 

A. Yes. What I say should not be misconstrued by the Bombay mills as well as by 
the Japanese mills, because I want to give facts, facts which I know as a citizen, without 
basing them on any statistics. I will give general information and I think that will 
throw some light on your enquiries. 

Q. We shall be very glad to have it. 
A. I have come here with much hesitation simply to explain defects, advantages and 

disadvantages. In the first place we have some experience as we wanted to start a 
cotton and silk mill also and in that capacity we gathered some experience how the mills 
are going on and so forth. Yesterday in your enquiry the Millowners' Association said 
that the ryot would suffer to the extent of only 1 to Ii annas per head if the tariff were 
raised by 13 per cent. If it oomes to Ii annas per head, the total is about 4 crores of 
rupees. That means that the Millowners will get 4 orores of rupees from the lower and the 
poorer classes .. They have applied Ii anna.s to all the population, while the mill goods 
are not used by the upper classes or the upper middle olasses but by the poorer classes ' 
and the lower middle classes. So it must be 3 annas and not Ii anna.s. 

Q. The upper and middle classes do not oonstitute 60 per oent. of the population. 
Surely there are not 160 million people belonging to the upper and middle classes ? 

A. No. Say about 120 millions. Each mill gets 41akhs more. That is a burden on 
the poorer classes and I must tell you that a man in India cannot afford to use silks worth 
one anna. Taking the population as a whole, a man oannot afford to have silk worth 
one anna. So it is not right; and the other thing I am oonvinced about is that it has not 
been asoertained by you or by the Millowners' Assooiation what is the cost of production 
per pound in Japan and what is the oost of production per pound in India. That has not 
been ascertained by anyone. I do not know why that has not been done. 

Q. Have you any reason to Buppose that we do not propose to do is ? 
A. But it has not been done up till now. 

Q. We have only been here for a very short time. I may explain for your benefit 
that we are doing it as regards India, but that as regards Japan the position is a little 
more difficult. If you are in a position to help us to obtain costs of production in Japan 
you will be rendering us a very great service. . 

A. But I never knew that I would be here and I have not collected the evidence. 
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Q. If ;you OBn do anything, so much the better. Costs of production are a most difficult 
thing to obtain. It is tll very well to criticise us but are the Indian miJls willing to give 
1111 their oosts of production , 

A. If you compel them, they are bound to give. They want protection. 

Q. They cannot be compelled but they have promised to supply figures. _Can you 
ezpeot Japanese mills to supply their costs of production? 

A. If you apply to the Japan Cotton Spinners' Association they will supply them. 
Q. That is very problematical, to say the least. 
A. But any way we can come to conclusions by what we have got in our possession. 
Q. Have YOD any information in your possession? 
A. GeneraIstatistics, general information. In one of your questions to Sir N. N. Wadia 

you enquired whether the Japanese merchants got their cotton cheaper in Bombay or 
DPOOuntry. 

Q. That was not the question ; the question was, do the Japanese or any other exporting 
house buy their cotton cheaper than the Indian mills ! 

A. Yes; the Japanese mills buy oheaper than our millownershere. The thing is 
that they buy some goods from exporters from Bombay to Japan. They do their 
business quite separately. Today, Broach here costs,about Rs. 360 per candy while in 
Japan it is sold at Rs. 342 today. The rate is much less in Japan and that is why they 
buy in Japan from the local dealers. Again they buy from Shanghai sometimes. 

Q. How do they manage to buy Indian cotton cheaper in Japan than it is in India. 
A. The millowners buy from Bombay and upoountr.v. They do not buy from Shanghai. 
Q. I do not understand you. You have not explained to us how the Japanese can buy 

Indian cotton in India cheaper than the millowners. 
A. Not in India. I am talking of Japan. I am an exporter of cotton to Japan. I 

have got some bales lying there. To-day I am offered much less than the price of cotton 
here in Bombay. ' 

Q. That must be an exception. 
A. Generally it is the case. 

Q. Then, if that is the case, the export~r must be losing money. 
A. They are losing money.' 

Q, They cannot be losing money all the time. 
A. People going to the race course have to pay 10 per cent. as the totalisator fees. 

Still they go and lose. They lose and they shut down their shops. New companies are 
ooming in. They always combine and get the goods lying there in shops at a much oheaper 
rate than in Bombay. I can oonvince you of that. Only two months ago I had a consign
ment from one of the jaithawalas here to be sent to Japan to be sold at a certain price. 
Now as the American futures are going up, he says • have you got any offers for that 
consignment' I said no, and then he says the Japanese are buying-here the very goods 
which I have consigned and how is it YOD do not get any offer even at a loss. . Of course 
I am sh?wing some advantages which they have. ' . 

Mr. Majmudar.-That only shows that the Japanese are trying to keep out Indian 
cotton merchants. They are working in combination and therefore they do not want to 
purchase ootton from the Indian merchants, but want to have dealings only with the 
Japanese merchants here and therefore you have felt the loss. That does not prove that 

, the Indian mills are purchasing at a higher price than the Japanese. 
A. But they have facilities of buying there and from Shanghai. 

Q. How many Indian cotton merchants are exporting ootton to Japan ? 
A. There are about ten firms who have their offices and do businesses and there are 

about 20 other merchants sending consignments to these ten firms. 

Q. How many bales would they be sending? 
A. It oomes to about 20 per cent. of the total export. 

Q. And will this happen in all cases whether there is a fall or rise in cotton? 
A. Not always but many times they are able to reduce. 

Q. SO it depends upon the tendency of the market or the rise or fall in the price of ooloto.n 
and the price at which the exporter had purchased in India l 

A. Yes. 

Q. It has nothing to do with the gener~l oomplaint that the Japanese - miJls are 
able to purchase in India at a cheaper price than the Indian mills , 

A. in India they are not able to buy at a cheaper rate. 
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Pre8ident.-They have really a wider market and they oan take advantage of a slump 
in local conditions? That is your point? 

A. Yes. ' 
Raja Han Ki8ha!& Kaul.-They buy oheaply there at your expense? 
A. Yes; we lose and they buy. As regards insurance we have to give insurance to 

foreign .oountries while they keep insurances in their hands. The mills here want a 
13 per cent. higher import duty. I think if it is given Japan won't buy ootton from 
India. Only such quantities as would be required by them to capture foreign markets 
and not India. 

Preaident.-Wllat are your grounds for believing that? 
A. Supposing India does not oonsume the Japanese cloth, so much cotton is less export

ed from here. 
Q. But after all, the production of the Japanese exports of cloth to India U!IeB up far 

less cotton than the Japanese take from India. The amount of cloth coming to India 
from Japan represents far less in cotton than the exports of cotton from India to Japan. 
If this is so, will not Japan have to go on buying, Indian cotton for the rest of her 
needs . 
. ,A. Yes. They will have to; Again, in Japan, cotton is sold to the mills at two or three 
months' credit. They have not to pay interest'on it. Also, as they are buying cotton 
from Karachi, they get it cheaper there than in Bombay. So they are despatching their 
steamers to Karachi and buying from there as they save Re. 1 per bale as town duty, 
plUB some expenditure which they incur in bringing goods to Bombay and exporting to 
Japan. Another point is with regard to mixing. Our mills are far behind in the art 
'of mixing. I can tell you that we import merceriiled yarn which Japan makes. Japan 
mixes different kinds of cotton and prepares from that the exact numbers, 42, 64, 84, etc., 
imitating exactly the Manchester counts. In the bazar this mercerised yarn is sold so 
largely that it has ousted Lancashire. What I mean is that they are very clever in mixing. 
Of course that goes in their favour. In Japan the profits which the mills make are not -
very large. Sometimes we make here very large profits. In Japan the profits are 
divided up and. risks are avoided in this way. Suppose they buy one thollSand bales 
of cotton from me at a low price, they sell at the same time cloth to Indian markets or to 
any other markets, butsuppose they do not, then they do not, buy cotton in Japan but 
they buy forward delivery from Bombay, and so on. Suppose it does not pay them to 
manufacture goods, then if the exporter whether Japanese or anyone else supplies the 
ootton to the Japanese mills than they manufacture on his account taking only manu
facturing charges to secure the profit and give back either yarn or cloth and this yarn and 
cloth are sold by other merchants than the mills. So they do not lose, while our mills 
are losing on that very occasion: 

Q. In short they have a much better system of hedging? 
A. Quite· so. They have a better system and they always take cotton'from hand to 

mouth and, if they buy ahlll'd, they try to get cotton from somewhere which would give 
them some margin in manufacture. 

Q. What are your views in regard to double shifts ! 
A. If Indian mills go in for double shifts it will be only for their loss because they 

cannot sell double the quantity which they produce. Even their present production 
they are unable to sell. -The Japanese haove got enormous markets, they send their 
representatives all over the world. 'Pley have got their consumers. They have got all 
sorts of support and they can afford to run double shifts, while if our people try to do it 
it will be a failure. The Japanese manufacture varieties of goods, while our mills stick 
only to the usual qualities. Nowadays we get so many-qualities of artificial silk. If, 
our mills would try to deviate from the present system and go in for artificial silk cloth, 
I am sure there would be a big market. They must try to get samples from all countries 
of the world. They should try to get them just as Japan does and success, I think, 
will await them. Now, since this enquiry, Japan is not selling to India. They demand 
a higher price: so our Indian merchants who have got to supply their goods to Aden, 
Mesopotamia, Batavia and other places outside India, enter into contracts here for the 
shipment direct to Aden, Basra and other plaoes •.... 

Mr. HuMa Rao.-I don't quite follow. 
A. Now, that our Indian merchants do not enter into contracts for Ind;.an goods, of 

course Japan does not sell to Indian markets so largely; to some extent they do. Then 
Japan is selling to our merchants for delivery in Aden, Mesopotamia and other places 
and the goods will go direct there without touching Bombay. . 

Q. You mean that they are exporting through Indian merchants but that the 
goods do not come to India. ! 

Pruident.-I see you are not in favour of the managing agency system! 
A. No, Sir, I am not in favour of it. 
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Q. Where are you going to get y~ur powerful Board from! 
A. }"rom those who have experience in textiles. 

Q. Where are you going to get them from! 
A. In India you have plenty of men . 

. Q. Who are they T 
A. Of c0111'lle from the present houses who run these mills, the Wadias and the Tatas, 

and from other outsiders. Of c0111'lle what I mean to say is from' those who know the 
te-,tile trade. There are some directors who .do not know the ABC of textiles. They 
simply depend upon the manager. The IIlIinager telephones from the mill, and they 
say, .. all right, go on!" That is not the way to conduct the mill. 

Q. Quite so, but would it not be rather a big busmess splitting up the expert Directors 
you have got among the different mills? I don't quite understand where you are going 
to get sufficient men experienced in textiles to run the 82 mills in Bombay as Directors. 

l\.. Then they should be educated. It is the Government's duty to educate them. 
Q. But surely Government has t~o many other duties to permit of this? -
A. In Japan Government has got so many duties, but they educate even a coolie' 

and a rickshaw man. 
Q. Is not that sort of education a very different matter from educating people to 

run big mills·? . 
A. Government sends people from colleges to Germany, England, America and other 

places. It should be done by the Government. It is the Government's function to 
promote the industries of India. 'Of course I know that there are not so mlUly peOple 
just now who are capable of conducting the mills, but if you say there are not enongh 
they should be educated. . 

Q. What you want is a system under which you have a Board of Directors with one 
managing director? -' 

A. Quite so. Here,l have taken out some averages which would exactly show you 
how these Japanese have got advantage over the Indian mills, of course by their perfect 
management, and by their tact and by.their knack of conducting the mills. Here I have 
marked some figures which will enable you to finc!' out that if these economies are 
possible, the mill, at least the ordinary mill, would save a lakh and sixty thousand rupees 
with Government help, in this way, thlJ.t is, if taxation is reduced. An average mill in 
Bombay charges as oommission or office allowance, of course sometimes they don't in 
bad times and in good times they do; on an average about 30 thousand rupees a year. 
Even an average mill pays as super-tax 20 thousand rupees. Then an ordinary mi!l 
pays!O thousand rupees as town duty on cotton. Then the diflerenceincapital expendi
ture is about 10 lakhs of rupees. What I mean is, supposing you start a new mill for 
40 lakhs of rupees, in Japan you can construct the same mill for 30 lakhs. 

Q. How is that 1 _ . 
A. They do not build concrete buildings or pucca buildings. Then they make some 

machinery in the country and bring some from outside. Thus they save money in 
capital expenditure of about 10 lakhs, or 25 par cent. less. So, if you take the interest 
on this 10 lalli, it would come to about 60 thousand rupees. 

Q. But you cannot take it. The buildings and machinery are already there. So the 
question of saving interest does not arise. No new mills Jtave been erected in 
Bombay since 1914.' • 

A. What about those which were already erected? 

Q. They did not cost 40 lakhs. 
A. I mean the cost in Japan is 25 per cent. less than it is here. So interest should be 

counted on that. 
Q. I do not see how you can take that into consideration, because you are dealing with 

past years, and our information is that the cost of prewar erection was certainly not 
less in Japan than it was in India at that date. 

A. That may be so, and then they have got electricity of their own which is very cheap 
while here they have to pay so much for one unit. 
~ Raja pari Ki8ha.,. Kaul.-What is the rate in Japan? ' 

A. I do not know exactly, but it is I think half of what it is here. 

Pre8ide..t.-You can only say in general terms. You do not really know f 
A. No, I made it plain to you that I have not got details. 
Q. What do you save by replacing the managing agents by a managing director f 
A. The managing director won't charge Rs. 30,000. Sometimes the agents take lJ.wa.y 

two and three lakhs. 

lidO y 422-16 
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Q. For what sort of pay would you gilt a suitable \nanaging direotor ? 
A. About Rs. 2,000. In Japan they pay Re. 1,000 .. 
Q. From my knowledge of Bombay T should say that a man who could run a bIg mill 

suocessfully would want a good deal more than Rs. 2,000 a month, but if you pay him 
Rs. 2,000 there is Rs. 24,000 gone atonce out of your Rs. 36,000. Then he wants an 
office establishment. 

A. In Japan they have noi got any office establishment. Here the mills are spread 
out in Parel and Mahalakshmi and are spending so much on staff and so on, whereas 
in Japan they sit in the very mill and people go there. 

Q. As they do in Ahmedabad? 
A. Yes. What I want to show you is the economy and advantage they hav!' got over 

our Indian management. ' 

Q. You say many Indian mills are overc&pitalised. Could you give us a few examples? 
A. The overoapitalised mills are the E D. Sassoons United; then the Bombay Unit~d 

whioh was taken up by the Tatas; then the Shapurji Barucha group .... 
Q. I do not know whether you wish your views to b' reported or not? 
A. I do not mind. I am not an interested party in the least. These mills are 

overcapitalised. 

Q. But, that is only a very small number of the Bombay mills, is it not ,1 
A. They are overcapatalised in this sense that I understand that in Japan they can 

construct at a lower cost. That is my idea. If you see the actual mill you will at once 
find out that these mills won't cost as much as in Bombay. I have seen it with my own 
eyes. 

Q. You have been over the Japanese mills? Can you tell me what was your general 
impression of the labour conditions and of their efficiency? 

A. Yes, I have seen Bombay mills also. In Japan I saw a young girl running like 
anything from Gne room to another, while here I saw that the workmen were lazy. They 
go from one room to another in five minutes while in .Japan they can run. In Japan they 
have got a. patriotio feeling. The owners of the mills as well as the poor labourers are 
kith and kin. They talk to them a"d go with them, take them to exoursions and plea.se 
them in every possible way. Here they do not. The burra BahibB never care for the 
labourers and they never sympathise with what they lose or gain. while there they feel, 
.. supposing my mast!"r loses, Japan loses." Here we have not got that patriotio feeling 
amongst our labourers. For a slight fault they run away and there are strikes and so on. 
It is very unfair. They will never do it in Japan. They are so quick that if you go and 
see them working in the mills you will simply be surprised. I have seen in France 
exactly the same. 

Q. Did you see anything of the oonditions of their living? Did you see the 
dormitories! 

A. Dormitories are not cells as they are here. They are open places with a roof on 
and they sleep side by side. 

Q. Whioh mills did you see! 
A. In Osaka of oourse I was a oa.sua.l visitor. I saw the Kanegafuchi mills. 
Q. That is a well known mill, is it not? That is oonsidered a model mill in Japan and 

you cannot judge every other mill by the Kanegafuchi mill .. 
A. That is, of ,course, the oase. 
Q. You saw two other mills besides Kanegafuohi 7 Whioh were they! 
A. I oannot remember. ' 
Q. Were all the three mills you saw in Osaka! 
A. Yes. 
Q. Can you give us a desoription of the dormitories! ' 
A. Supposing this is a big room, without wnlls and without windows, they sleep there. 

They are supplied with food and they work regularly without any hitch. The description 
given in the letter written by the Japanese Cotton Spinner's Assooiation (Appendix 4) 
to the millowners' statement is quite oorrect. 

Q. Did you go round the mill at night! ' 
A. No. I onoe saw the mill people being taken to an excursion. I have never seen 

here the mill authorities taking their labourers for exoursions. 
Q. You say that .• some few years ago the Petit Mills used to manufacture good hosiery' 

and that in those qualit.ies Japan oaptured the market because the same qualities were 
sold in Japan at higher prioes than in India? 

A. Yes. 
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Q. Could you give us figures ? 
A. That was a few years ago, not now. There is now no mill in India manufacturing 

hosiery. . 

• Q. There i8 one in Ahmedabad and one in Cawnpore to my knowledge. But the point 
18 that you say Japan WI!B dumping hosiery in India! 

~. In those days. Now 80 far as I know there is no competition because we can import 
h081ery without any competition with the Indian mills. I may be wrong-I do not know. 

Q. You have not got the figures! 
A. No. 

Q .. I should like to ask a few questions about your specific import tariff, Mr. Karanjia. 
In VI~W of the fact that you say that you are not in favour of raising the tariff wall and 
creatIng unpleasentness between two countries the specific tariff which you propose 
should be introduced is merely a tariff which would give the same real results but in a 
different way. Is that the idea? 

A. Yes, Sir. The idea occurred to me when I read in the papers the burning quest~on 
of these mills. The idea occurred to me why it should not be through a specific tariff. 
So I wrote a letter to Sir Basil Blackett and I got a reply. It was very courteous of him 
to reply to my letter, but when I wrote to the millowners they did not care to reply. I am 
a disinterested party. But they never acknowledged my letter. 

Q. You drew their attention to a .very interesting and important piece of information 
namely that the import duty on cotton piecegoods is not 11 per cent. but 9'9 per cent. 
In other words that they are getting less protection than they thought they were. I 
should be interested to know how exactly you get this 9'9 per cent. ! 

A. When we pay 11 per cent. duty and when we actually put down the figure it does 
not come to 11, but only to 9'9. When the assessment is made in the Customs 
Department on the ad valorem system they take the value plUB duty. &S. 100 is the 
ilost and Rs. 11 is the duty. So, on Rs. 111 they charge Rs. 11. According to that 
ilalculation if we pay exactly on Rs. 100 it comes to 9 '909. 

Mr. Majmudar.-You mean that if the price is Rs. 111 in the Bombay market 
they do not caloulate duty at II per cent; on that; but they charge 11 per cent. on the 
invoice amount. That means for goods which are worth Rs. 111 in the Bombay market 
a sum of Rs. 11 is oharged. Hence the difference! 

President.-We will examine the Collector of Customs on this point 
A. When they charge on ad valorem system they charge less duty. So it is an advan

tage to the importer to the extent of 1'1 per cent. 
Raja Har' Ku1tan Kaul.-That is assuming<that the duty is supposed to have been 

included in the market value for which the cloth can sell when it reaches the Bombay 
market! . 

A. Yes, when they clear the goods. 
Q. But that is not the value when the goods arrive at the seaport. It is that value 

less the import duty. The basis of the tariff is the v..a.lue at the sea port ? 
President.-The point is that the market valUE' in the Bombay market includes the 11 

per cent. duty Y . 
A. Yes, it does not come to III but to 109'9. 
Q. You say in that letter to the Secret.ry of the Millowners' Association t)1at the 

Japanese have a dumping policy, that they sell their goods at a higher price in Japan 
to enable them to.undersell in India. What is your authority for that statement? 

A. There is no authority. 
Q. We should be glad to have some because the millowners say that they are unable 

to prove it. 
A. You can call it a dumping policy or a business policy. Here in Bombay we have got 

aome 20 firms of Muitanis. Some of them have got a hundred shops all over the world, 
in America, France and other places. Supposing they make profit in 70 shops and do not 
make any profit in Bombay, that does not matter. ·They can oont!nue.to ~dersell 0!l 
the profits that accrue outsids. In the same way they have got theIr mIlls In Shanghai. 
They make profits there and they oan therefore afford to sell in Bombay a bit cheaper. 
They oome here with advantages in the shape of commission, eto. and they can easily 
afford to sell here at a lower price. 

Q. We have been informed that'the goods they make for the Indian markets have no 
sale in Japan at all ? 

A. Quite right. This is the point. When I went to the Japanese marketq for buying 
something-my idea from the very beginning was to start a ootton mill and ~ silk miU
I always enquired in every market what the thing there was. I enquired about a certain 
kind of cloth. They said that it was 10 yen per piece while from my knowledge of cotton. 

]1[0 Y422-16a 
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piecegoods I thought we could get it in Bombay at Rs. 8. When I enquired why it was 
so dear there while it could be got cheaper in Bombay they said it was always the case 
there, that whatever they consumed there was sold at a higher price and Whatever was 
for export was oharged less. 

Mr. Majmwlar.-The same quality' 
A. The same quality or not that is not the question. They make profits from their 

home oonsumption and utilise a part of their profits to capture the outside markets. 
That is business tactics. I do the same thing when I get my Karachi. Delhi and Amritear 
offioes. I sell in Amritsar the same quality of goods at a lower price while in Karachi 
I am making a profit. That does not ml'an dumping. That is business. 

Pre8ident.-It is o~e of the .definitions of dumping that Y0ll: a~e selling. in the foreign 
market. at a lower prIce than In the home market. Whether It IS defenslbll' or not it is 
undoubtedly dumping. ' 

A. It may be dumping, but I mean to say that it is business policy. • 

Q. Do you oonsider that the oountry in which the goods-are dumped has a right to 
object' 

A. Yes, if the Government really want to help them. 

Q. But. then one way of objeoting is by putting on a tariff on dumped goods and you 
'say you are not in favour of it. . 

A. A tarjfi won't do much. What I say is, it should be just enough to drive out only 
the qualities in which Japan oompetes. My suggestions are suitable to all partil's, to 
the Japanese millowners and to the Government and also to Lancashire. All will be 
benefited if what I have suggested ill adopted. 

Q. How is Japan benefited by the, suggestions you have put forward? 
A. They can try to push finer goods. They will oapture outside markets for ooarse 

goods and they will supply us finer goods. 

Q. That will hardly benefit Manchester. 
'A. As long as exohange is 18.6d. they are bound to be benefited. 

Q. How are they benefited by more Japanese goods of finer oounts coming into this 
oountry. , 

A. They would be as regards mulls and other finer qualities. Japan is not manufac-
turing those goods. 

Q. That is only part of the import trade' 
A. They will try their level best. N~w this is some solution. 

Q. You say up-to-date machinery should be installed in Indian mills' Do you think 
the machinery taken on the whole is not up-to-date , ~ 

A. In some mills it is not. I have got a relative of mine who is a manager in a mill. 
I told him that his mill was not making profit. He said the machinery was all old and 
the produotion was very muoh less. 

Q. But that will only apply to a few mills' -
A. Yes; my observations are only in .regard to suoh mills. 

Raja Han Ki8han Kaul.-When you sugg"st that skilled or better labour should be 
employed, do you mean that labour should be imported from outside' You are not 
satisfied with the Indian labour , 

A. Yes; and what I mean is that Government should eduoate labourers,.and millowners 
should open sohools and then they oan get better labour. As far as possible they oan 
employ good labour. 

Q. Everybody would like to do that. Nobody employs bad labour when good labour 
is available. 

A. No; sometimes these reoruiters bring almost raw people from villages, who have 
not seen maohinery. 

Q. It is because they oannot get good men. Then you say, • Mills should open their 
own shops to Bell their own goods and the system of giving agenoies should be discontinued. 
Have you worked out the oomparative oost of these two systems and the risks involved' 

A. No risks are involved. These ootton piece-goods are sold on oash on delivery. 
Some mills, for instanoe, take the Central India, Bell their goods piece by pieoe in all the 
markets. I mean the Nagpur mill. 

Q. I want to know whether you have worked out any percentage . 
. A. loan give you evidenoe on general views only, absolutely without any statistics. 

I am telling you my experienoe and nothing else. 
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Mr •. Majmudar.-As you hav" referred to the Nagpur mill, I may mention that 
Mr. SaklatwaJa says that they are selling piece by' piece and a.lso that they are making 
(lontr&eta. . 

A. Quite right, when it pays them to sell forward deliveries. 
Q. But at the same time he showed certain defects of the system, altho~h he said 

on the whole they had done well. 
A. I have got one instance where the prices of the mill shares of the original value 

of Rs. 500 remained at that figure while the selling agent of the same mill made 50 lakhs 
of ~upees. ~ere di~ that money come from? That is defective. They must sell in 
theIr. shops p,ece by pIece. When they say that no profits are made they must sell piece 
by pIece and make up the losses. 

Q. That policy also has not brought profits to some of the mills. 
A. Why not, if they do it carefully. 
Q. Only some of the mills in Bombay have followed that policy and all of them have 

not made profits.· . 
A. They must have some other defects.. Their goods may not be current in the market. 
Q. You say that the Japanese put up cheap buildings. How long do they last? 
A. Of course I may tell you for their own dwelling houses, they won't last for more than 

ten years. These are built on that style and the duration of the mills may be thirty 
years. -

Q. You do not know it as a positive fact? 
A. No. 
Q. Then you make mention here of packing goods in straw bales. What is that? 
A. Here when our mills send our goods to other places, they are in well packet 

bales. Our mills have not captured outside markets. From Nagasaki they send 
their goods to Shanghai, Manchuria, etc., and they send them in very losed. 
packing. And for home consumption also they do not pack them actually as we 
do here. 

Q. You are mentioning straw bales ? 
A. Yes; you must have seen straw mattresses. They wrap in them. 
Q. In India the complaint is that the goods get spoiled even when packed in hessian 

with mattresses inside? 
A. I am showing you the di1ierences between these two countries and nothing else. 

They have got these advantages, while we have got these. disadvantages. 
Preaident.-But you could not send your goods like that in India. The climate is 

against it for one reason and the pilfering which goes on is another? 
A. Yes. / 
Mr. Majmudar.-You say' All forward transactions in mill shares should be stopped 

by legislation'. 
A. Yes; that has bronght about this depression.· 
Q. Is it due to speculation in shares? 
A. Not exactly. But it is one of the causes. Snppose the intrinsic value is Rs. 1000. 
Preaident.-What do you mean by intrinsic value? 
A. According to the &Bsets of the company, suppose the mill is worth 10 lakhs. 
Q. Do you mean the issued value of the share? I do not like the expression 

intrinsio. value, because it means di1ierent things. . 
A. Whatever it may be, supposing the mill agente or the brokers connected with the 

mill see that the profits are great and the dividend would be large they go on speculating 
in the share bazaar. When jJley see that the top rate is reached they ·go on selling and, 
in the meantime, the outside public who have bonght these shares at a higher value lose. 
They do not get the dividend actllally on their .invested capital. They naturally say 
that mills are not working and this and that. . 

Q. What do you mean by forward transactions ? 
A. They always relate to speculation. 
Q. Is there no settling day on the Bombay stock exchange? 
A. Only as regards profit and loss. ... 
Q. Is there the same procedure a9 that in England and in other stock markets in the 

world? 
A. Here they speculate blindly. 
Q. We shall be obliged if ypucan produce samples of the Japanese cloth. Can you 

do so? You are an importer yourself. We want them in order to see exactly what tha 
range of oompetition is. . 

A. If these things I snggest are done, the competition will go to some extent. 
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Witness No. 70 

Mr. C. M. GUPTA, BOMBAY 

Wl'itten S'-aluMnt datetl Bombay, lhe 26th August 192', 

SECTION I 
Gt-neral 

The present depression extends all over the country but tor various causes Bombay 
feels most of the pinch, Y!Os, it affects all the mills in the same centre alike. 

2. Part of the depression is due to world factors butmost of it is due to factors special 
to India. ' 

3. - The causes that have brought depression to the industry if left like this' will 
certainly make the present depression a permanent one. -, 

4. Subsequently they will have to close down. 
5. Most of them are selling at a loss and the few that are making any profits are 

doing so on a very small scale. 

6. It may help slightly in improving the conditions but not as much as would be 
desirable, moreover, the foreigners will also get the same cotton at the reduced prices 
and they would again compete within the same range as they are doing-now. 

7. It haR very little effect on the present depression whose nature is a resultant of 
so many long standing factors. 

8. On purely Tndian-made cloth the price is only 21 points higher than the price of 
any other commodity while the difference betweo>n the cotton and the cotton cloth is 
only 26 points more for the latter (ootton 158; Long cloth 184; other commodities 
163). . 

'9. 'There is absolutely no doubt that tbe purchasing power of the ryot has gone down 
since the war but that does not affect the industry so much becll.use on the other hand 
we find a decided increase in the sale of Japan-made goods. 

10. The bulk of the oonsumers make up the poor class of people who really do not earn 
enough to mal,e any savings to go in for gold or silver and when the question of wearing 
clothes in India is a bare necessity they have got to get it wherever they can get it. If 
not Indian-made then from someone else who could give them better and cheaper. 

11. l'here is absolutely no doubt that the mills are not being run under the most 
ideal conditions but certainly the management is qn the whole far bett<lT than it was 
when the industry was in its boom and hence this factor is not the immediate cau~ in 
the depression of the Indian textIle industry. 

SECTION II 

Nature and eztent of competition between importetl goods and those of 
indian man·ufacture 

13. The export of yarn from II\dia in 1908 was 248 million ponnds out of our total 
production of 638 million pounds. In 1917 it was 169 million pounds out of the total 
681 million pounds. In 1917 it was only 37 million pOlmds out of the total 719 million 
pounds.' " 

These ligures clearly show that in 1908, 34 per oont. of our produce in yarn was 
exported while it came down to 25 per cent. in 1917 with & further decline to only 
5 per oent. il1.1925. 

China being the principal importer of our yarn the figures tell us that we have lost 
87 per cent. of our previous Mport trade. 

14. Practka.11y all from Japan. 

- I 

i Quantity Quantity 
in million i Values Year. 

yards from I Rupees. produced in Percentage. 

..rapan. 
India . 

\-'-- -
Million yards. Per cent. 

1921-22 .. - .. 90,275 36,702 1,732 5'1 
1922·23 .. .. 107,77!! 42,490 I 1,725 6'2 
1923-24 .. .. 121,902 40,945 1,701 7'1 
1924-25 .. .. 155,302 57,463 1,770 I 1·1 
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'Ihe percentage column figures show that there has heen an increasing range of competi. 
tion of Japanese goods. 

1.5. Yam up to 30. counts and the piece-goods consisting of jeans, T. cloth, sheet;.. 
ing~, dyed long cloth and drills. " 

18. The llame facilitiCR which led Japan to ~apture the Indian market have enabled 
her to oust India from foreign markets. It is not only the low Mat of production whICh 
has enabled her to compete and oust India but variolls other factors have combined 
with th18 and Jed India to this disastrous condition. ' 

HI. Yea, because that will be enough to cause a reduction in the price of other 
materials. YeR. 

20. Yes. 
21. Yes. 

22. Yes. 

23. Ye~, on &<mount of the fa\'ourable rate of exchange they can undel'Sell IL~ in our 
own market. • 

"24. Practically ,lone because the range of goods manufactured is quite different. 

-
Average rate • Price of Price of. Price of PriCE> of 

Year. of excbange Broach cloth in Broach Japanese 
for the cotten per Bombay per cotton in clobh with, 

year. candy. candy. yen. duty. 
I 

--- "~ 

I Yen. Rs. a. p, Rs. a. p. Yen. Rs. a. p. 
1921 .. .. 187'6 375 10 8 772 0 0 202 l829 0 0 
1922 .. .. 166'3 474 8 0 835 10 8 265'5 813 13 4 
1923 .. .. 156'4 533 10 8 !l35 0 0 341'6 957 0 0 
1924 .. .. 131 

[:ll 
2 8 929 12 4 i 402'6 891 5 4 

1925 .. .. 113'3 4 0 642 4 4* I 385'4 749 9 4 

J926t 126 348 0 0 
till November

l 274'6 679 2 4, .. .. 718 0 0 I 
The assumptions on which the Millowners' ARsoeiation base their figures are quite 

reasonable and m~ figures are also baaed on a similar assumption. 
Comparing the third and the fifth column figures it is evident that Japauese competi. 

tion bad not assumed its, present serions aspects but every year the Japanese prices 
Were coming n",",er to the Indiau prices. 

1924 and 1925 saw'tbe !!harp decline in the Japanese exchange which conpled with 
the appreciation of the rupee exchange began to act in favour of Japan and enabled 
that country to compete successfully with the Indian manufactured goods. 

During 1925 and 1926 the fall in exchange was really not so very sharp but the yen 
had already gone down to snch a low level as to enable Japan 'to undersell Bombay 
and other Indian mills with a considerable margin. 

27. The fixation of the rupee exchange at lB.'6d. has been mllst unfortunate for the 
mill industry of India. It would give the competing countries a very considerable 
advantage aSilompared with the pre-war period when the exchange was Is. 44. in compe· 
tition with India in home and foreign markets on account of the evident fact that wit 
.mall be paying a premium uf 12 1/2 per cent. in many items of the cost of production 
and this increment together with the increase in cost of production owing to high wages 
compared with pre.war years would seriously hamper the successful development of the 
industry in India. This ultimately will have its effect on the Indian foreign ~arket, as 
well. ' 

'}9. The Government places all the orders for its,own requirements with these mills 
including the army and the navy requirements. 

State subsidy is given to steamship companies to promote and provide cheap!>!: 
freight. 

30. Not that I know of, 

* Cotton Excise duty aboli'lhed. t Till June 1926 only. 
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31. There is certainly no doubt that Japanese and other exporters have made a 
thorough study of our markets and the requirements of the consuming masses and hence 
they are better able to supply the middlemen with better things as regards quality and 
finllh. -

32. - The quality of !!,oods from all the exporting countries ha~ been decidedly hetter. 
33. On account of the Japanese competition our line in mills jean, dyed long cloth 

and sheeting has very greatly suffered. 
3i. While answering this question the effect of the non-co-operation moveml'nt must 

be taken into consideration. The spell of tlie movement pl'actic&lly ousted all the foreign 
cloth and during this time there was no question for the fine cloth but as the movement 
began to decline, once more the consumers went in for finer cloth but to-day the Indian 
mills are also going in for finer counts and they are in q nite a good po"ition to meet the 
requirements of the growing change of taste of the consumers nrovided the industry is 
not handicapped by other causes. ._ 

SECTIONIIT 

Internal Competition 

35. None _ whatsoever, on the other hand there is still room for the flfrther expansion 
of the textile mm industry in India. 

36. (1) A good business cent.re. - -
(2) Better humidity. 
(3) Facilities for store and machinery. 

37. (a) Ahmedabad-
(1) Advantage of upcount.ry -market 10 per cent. 
(2) No advantage. 
(3) Fifteen per cent. better. 

(b) Cawnpore.--- . 
(1) Forty per cent. better. 
(2) No advantage. 
(3) No advantage. 

38. There is no com petition since the two lines are q nite different. Fly shuttles 
and the salvation army loom~ have come in. 

40. (a) Yes, (b) Yes. 

SECTION IV 

illiZI Management 

41; There is certainly no doubt that the managing agency system is defective in 
its very aspect that the successor of -a very able mill agent may not be at 0.11_ suited to 
carryon the work but since everything-goes on in succession even the worst man has. 
to he tolerated. So the failure or success of any enterprise depends to a very appreciable 
extent on the capability of this individual. But for the Indian situation it is not very easy 
to take up one system of management and reject the other without going in detail into 
the actual circumstances under which the work is carried on here. 

First of all we have to take into consideration the fact that most of the mill agents 
are majority shareholders and were the first to put their feet in the enterprise and hence 
they have been bearing the greatest risk, secondly we have to take into consideration 
the fact that they are also responsible for the financing of the enterprise in all its aspects-
both these features being ahsent in the managing director. Again on alljl.lysis it is 
disoovered that there is really a scarcity of such busines~ and technical talents combined 
in one who could do the necessary responsible work while on the other hand we find that 
the majority of the mill agents have done this as their bnsiness and train their sons fairly 
well in this business. This of course does not mean that we should not train up onr 
men in this line as we have done in others so that those who would like to go in for this 
sort of management will not find the dearth of men. 

42. Some charge on profit while others charge on production. 
43. (a), (b), (e), (d), (e) Yes. Yes, liut the general practice is that whenever the 

company 10&6s the agent forgoes his minimum commi~sion. 
4i. Yes. No. on the contrary I believe that their association with other business 

concerns gives them added business experience. _ .. 
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SEOTIOlllV 

Mill Finance 

61. Yes. This has contributed to about 2 per cent. of the present depression. 
52. India-ordinarily 6 to 8 per cent. 

Japan-·.. 3 to 41 per c"...,\t. 

SEOTIONVI 

C08/8 of Prod'll.cticm. 

A. General 

53. Forty spindles per loom or 40,000 spindle. and 1,000 loom •• 
54. The following table will throw Home light in the matter :-

Loom. 

Location I 1,000 . Upto 800-899900-999 and 79!) ___ I_' __ ~ 
Bombay City .. .. 24 9 6 46 
Bombay Presidency .. .. 67 4 1 4 

.Northern India .. .. 46 1 1 7 
Deccan .. .. 10 l 1 2 
Madras, Mysore, eto. .. .. 11 0 0 2 

I 

On the basis of .40,000 spindles and 1,000 100mB we find that in Bombay City we have 
only 18 per cent. mills equipped with apprOximately the above number of spindles 
and only 15'3 per cent. as far as thE! number of looms is concerned. 

Bombay Presidency mills have only 8' 5 per cent. equipped with the number ofspindles 
and 13 per cent. in looms. 

Upcountry mills only 3'4 per cent. in number of spindles and 5'4 per cent. in looms. 

Acoording to this we find that either the mills are too small or too big to be worked econo· 
mioally. 

55. Fifteen per cent. in spinning and 10 per cent. in weaving: More in spinning 
because most of the mills previously were spinning mill. alone and weaving has been 
taken up comparatively reoently and hence there is more inefficiency in the spinning 
due to old machinery. 

57. Cost of fuol and power. 
Cost of water. 
Cost of stores. 
Repair and upkeep of machinery •. 
Taxes, etc. 
Insurance. 

68. Labour-Disadvantage. _ 
Stores -and machinery-Advantage. 
General climatic conditions--Disadvantage. 
Taxes--Disa<lvantage. 

69. Two per oent., 10 per cent. lower the cost in production. 

C. Labour 

64. Yes, Ahmedabad 15 per cent. less. Upcount.ry mills 20 per cent. less. 
65. The bonuses declared were liberal 8.S compared to profits now but taking into 

consideration the huge profits that they were making in those days they were not liberal 
- a.nd in my opiuion this has no bearing upon the present depression. 
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66. Ten per cent. less production since the reduction in the working hours. 
67. (a) Two'hundred and twenty to 420 spindles p.er frame, 4t, 5t, 6' lift. 

, A competent spinner can look after 420' spindles of 20s. yarn. 
(b) Two looIIlS perweaver. 
(c) Two thousand one hundred and ninety-four persons for SO 000 spindles or 

27 men per 1,000 spindles.. ' 
(d) One thousand six hundred persons employed in the whole of 'the weaving 

department to look after the manufacture of coloured cloth or say 100 men 
will be required to look after 100 looms .. For the manufacture of grey cloth 
on the same number of looms we need 1,220 persons or 70 per~ons for every 
lOO looms. , 

6S. 

1914 
1917 July 
1915 Jan. 
1919 Jan. 
1920 Feb. 
*1920 Nov. 

Yea.r 

10 per cent. all 
15 
35 
55 
70 

Spinners wage 

Rs. a. p. 

15 0 0 
16 S 0 
17 4 0 
20 4 0 
23 4 0 
25 S 0 

Weavers :wage 

Re. a. p. 

25 0 0 
27 S 0 
2S 12 0 
33 12 0 
36 12 0 
45 0 0 

* Seventy per cent. lor day workers and SO per cent. for the piece-workers. 
69. The spinner is paid monthly wages. Weaver's wage for standard grey long 

cloth which is 32 X '37 )( Sl. 20s. warp, 248. weft, 4S reed, 44 picks. Eight annas per 
day per loom is the cost or 5f pies per pound. ' . 

70. Twenty.five per cent. Taking all factors into consideration Bombay and up
country labour comes to the same standard but Ahmedabad labour is dicidedly more 
intelligent and efficient and hence Ahmedabad enjoys at least 5 per cent. in the matter 
of labour. . 

71. (a) Twelve per cent:, (b) 10 pel" cent., (e) S percent. As fa.r as the Bombay mills 
are concerned the variation is about S per cent. from day to day except immediately 
after the pay day when it goes up to 15 per cent. 

August to November 
December to April 
May to July 

More absenteeism in men. No. No. 

15 to 20 per cent. 
S to 10 per cent. 

10 to 15 per cent. 

72. It takes time for the man to set himself up in t!J.e work and hence the production 
Buffers. 

The quality of the work turned out by this man is decidedly low. 

More wastage. 
74. Since Ahmedabad and other upcountry mills are situated in an area in whose 

hinterland plenty of labour is available the mills in these ~entres find jj; much easier 
to obtain cheap labour whom they make work very effectively, while in Bombay although 
labour is available it is very dear owing to the diversity of occupations and greater number 
of industrial concerns. HenceBombay is at a disadvantage in thecontinuityoflabour 
supply. 

Owing to the peculiar nature of the working people it, is practically impossible to hold 
them by giving them such an allowance or bonus. No. 

75. The figures do not reach more than 5 per cent. at any centre. The housing 
conditions would give better health and sanit,ary measures to the operatives. They 
will also feel the atmo~phere of homog(meity. Efforts were made in Bombay to prov!de 
housing faoilities for Bombay workmen by erecting Development chawla but owmg 
to high rent they have proved a failure. 



'7. Upoountry Industrlllb
Text-ile 18 rupees per monto. 
Taunery 16 
Gl .... s 15 
Sugar 15 

2r>1 

78. The standard of living has decidedly gone up as is evident from the generallh'ing 
'of the ordinary workman. He has hecome comparatively more clean and fashionable. 

79. No scope under the existing labour conditions. In England and America one 
operator looks after as many as 20 automatio looms while with Binny's in India they 
have not succeeded in giving more than four looms per operator. 

80. Gradually they have been looking after more spindles but no progress has been 
made in the number of looms, neither is th .. re any likelihood of any improvement in 
the near future. _ _ • 

81. 
---------------------------------------------------------

Power and gas 
Stores 
Labour •• 

Cost items. 

Office and supervision 
Fire Insurance 
Municipal and otl:ler taxes 
Interest 
Commission on cloth 
Dyeing charges 
Agent's Commisrion 
Income tax and sup .. r tax 
Cotton cess and town duty 

Total 

i Cost for single i shift. 

Rs. 

"1 

1,315 
.. 1,883 

5,065 
453 
215 
205 
733 
600 
573 
108 
252 

60 
,~ 

11,462 

Cost for the 
other shift. 

Rs. 

1,300 
1,880 
5,065 

367 
600 
573 
108 
252 
60 

10,208 

Thetable on thispag .. shows the working expense.; of 25,000 pounds of yarn per day. 
According to this a saving of 10' 9 per cent. may be effected by working double shifts. 

82. (al It is advisalile but not possible on account o!the shortage of labour. 
(b), (e) Both possible and advisable. 

83. By adopting the Washington International Labour Conference Committee held 
at Washington in 1919, India has been forced to 60 hours' work per week, while Japan 
working its double shifts of 20-22 hours a. day has a.t least a.n advantage of 10 per 
oeut. in the prodUction cost which means a.n indirect loss of 10 per cent. 

D.-OvEEHEAD CHABGES 

85. The insuranJe is effected by the Indian mills against fire protection. The amount 
has gone up by 303 per cent. since 1914 owing to the increased ·cotton prices and stores 
material. 

86. It should be 3 per o6nt. for the building and Ii per cent. for the machinery. The 
fund should be used in ma.king replacements of the old machinery for which it was 
provided. 

It should be reckoned as a charge on cost of production, but since the Indian mills 
have not been running on a. paying basis it has so far been reckoned as a charge on profits. 

88. Mostly running. 

E.-SALES 

89~ There a.re two systems a.dopted by the mills in selling their products :

(1) Belling age1l£y BY8tem.-Secures the orders and works on commission. 

(2) Paid lIalesmen and 8hop8 in tlle market.-They a.ct as the' middlemen between 
the mercha.nts a.nd the mill. They a.t times work by the help of brokers. 
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1 have no choice as regards the above two. 'To my mind there should be asepar:te 
selling department in each mill which should be looked after by a very able and efficient 
salesman who should be responsible for all the advertising work. Under this man should 
work travelling salesmen who ~hould go to the different parts of the country, study the 
market and the reqUirements and then book the orders with the merchants. In this way 
we shall be able to ~o away with the middleman's pro,fit and .. ~all be better able to place 
the g~odR cheaper 10 the ma.rket. -

90. No. Even if it was prevalent in those days I think there-was not much harm in 
it. Mill agents could do that by saving storage and insurance chaJ"ges. 

92. No difficulty but they do not want to take any risk9. 

SECTlONVII 

SUGGESTIONS AS TO REMEDIAL MEASURES. 

(a) Sugge&tions put/orward by the Bomb"y JIillourners' Association 
96. Yes, except. on all those materials which are being manufactured in India and 

for the encouragement of which an extra heavy duty should be imposed which will enable 
an allied industry to establish itself firmly. 

The average running cost is 5. pies per spindle or 15'7 pies per pound. Mter the 
abolition of duty on mill stores and machinery it will come to 12' 74 pies per pound or say 
a reduction of 3 pies per pound of yarn. 

97. Records show that this tax was not in force in· 1914 when the industry was 
decidedly in a better condition than at preeent. Under the present circumstances a 
single pie that mills have to pay in the form of super tax is really too much for them and 
hence it sh-ould be taken off till the mill industry is in sound running condition. 

98. If the purpose for which it was levied, is not served, then there seems no 
j llstification for the continuance of this tax. 

100. Certainly. The freight rate has gone up considerably as is evident from the 
following figures and there is enough ground for the reduction. The freight was a.IJ:eady 
too .high for the real industrial development, so instead of any desirable decrease there 
haS' been an increase :-

1914. 1924. 

Rs. a. p. Rs. a. p. 
Cotton bales Ahmedabad to Bombay 0 9 3 1 l' ~ 
Piecegoods Bombay to Cawnpore 1 14 1 2 5 2 
Piecegoods Bombay to Amritsar 21 11 2 14 10 
Piecegoods Ahmedabad to Bombay 0 11 1 1 1 1 

101. I am of opinion that immediate steps should be taken in this direction. 
102. The idea is an excellent one and most deoiliable. .-
103. (a) Extra cheap railway freight on the goods to be exported. 

(b) Cheaper ocean freightll. 

Increase 
per oent. 

84'5 
23'5 
38 
54 

(e) Better sales organisation in the importing ~ountries. 
We should appoint men who should go and study the ma.rket and report accord
ingly. 

(d) Adequate use of the Indian merchant marine in case it comes to be. 
104. There should be no discrimination. All imports should be charged equally. 
105. It should stay as long as the rate of exchange does not come down to lB. 4tl. 
106. It will have a slight effeot on all yarn and cloth but only for a very short time for 

the Indian mills when iq a position to oompete will be able to bring down the tem
porary increase in price. It would not affect the middle or lower classes v~ry much. 

107. Certainly. the imposition of such a tax would give a great impetus to the Indian 
product and that is why I believe that the rise in .price woul.d onl! be te~.porary ~nd 
as soon as the Indiari mills are on a permanent footing they will be 10 a pOSltion to bnng 
down the prices. 

108. Throughout the whole of India. 
100. First of all the iuflatJon in prices would be a temporary one as explained in answer 

til question No. 106; besides there is enough in~rnal competition to keep down the 
pfioes. 
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lIl. We are passing through the worst economic depresSion and everybody has 
reduced his wants to a minimum and hence we have already touched the lowest point 
and th"re should not be any further fall in buying owing to the increased prices due to 
the imposition of this extra duty. This imposition of the duty would place us within the 
competing range and when once we can successfully compete we shall be in a better 
position to manufacture more which will bring down some of the overhead charges
coupled with the facilities given we shall before long be in a position to sell better 
and cheaper and thus restore the previous consumption. 

1I2. When we ma':"ufacture goods without any unfair -competition and by 
getting the facilities from the Government and the _ steamship companies aa the other 
competing countries are getting we shall also be in a position to compete in overseas 
mar~et" rather than have the foreign market effected in any adverse sense. 

1I5. Yes. Five per cent. 

U6. No. 
1I7. No. 

(b) OtM1' BuggeatiO'fl8 

lIS. The Imperial Bank which is supposed to be the I}overnment bank to give special 
facilities to the industries of India is really not giving &9 good facilities a,.q some foreign 
banks are doing. At present the conditiollil of the Imperial Bank are more strict than 
other banks. 

Better rates should be given for weaker concerns though grea.ter securi~y may be taken. 
At present the reverse is the case. ' 

1I9. Certainly. 
120. Indian millowner.; wh" &J'e in a position to do so havtl a.lready gone in for counts 

above 30s. The two linea are qnite different and there is enough field for both of them 
II;nd hence the adoption of finer counts would certaiuly improve the industry. 

121. Things change so much that it is not possible to go in for any kind of specia
lisation ; moreover, very few mills are equipped for this. 

122. Certainly, provided Japan does not come in the way. 
123. I do not think that every mill will be finaucially able to undertake such a venture· 

but if the Government can give them some sort of help for the purch .... e of machinery it 
would certainly be a very helpful thing to the industry. 

Subseq uent branches such aa hosiery sho.iId be undertaken. 
/ 

124. From the figures given in answer to question 25 it is quite evident that the 
Japan se competition has been so very strong that it has offset all the advantages that 
~ould have been realised by the remission ofthe Cotton Excise Duty. 

126. 1. The Board should recommend the use of Indian made' articles. All those 
articles that are being manufactured in the country should be,pr<>tected against foreign 
competition by the imposition of an extra heavy duty. Thus we will, be supporting two 
or more industries by the 8a!3e legislation. • 

II. The recommendation which was made by the Indian Shipping Cominission that 
('0 "",tal shipping .hould be reserved for Indian companies and which should take effect by 
degrees in the next 25 years, should be given effect to so that ~xtra facilities for the 
movement of our ocean freight may be realised. 

m. Government should encourage and open ;£ndustrial Banks whlch should form 
the backbone of our industries. . 

IV. It would not be ~ut of place to say a word or so about the position of the f"",tory 
inspector as regards our industry. . 

The powers given to the factory' inspector are such that they cannot be questioned 
or appealed against with the result that whatever he may say has to be done without 
any protest, for if the management doubts the utility of such a measure, then there is no 
place of appeal with the result that the millowners q nietly swallow the bittel' pill rather 
than displease this officer and suffet' much more at his hands in some other way. So I 
suggest that there should be appointed a body where disputed point.: could be l'eferred to. 

Bearing in mind that the f"",tory inspector haa such powers Government ought to 
go in for men of real high calibro rather than give such responsible powers where they are 
misused so very o~n. Most of the time it is nothing but pleasing his fancy. I am sure 
that this office w~ created for the betterment of the industry but as the practical experi
ence tells us more harm has been done. 'Will not this Board make the position of this 
office such that it will really be of more use to the industry t ' 
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Witness No. 70 

Mr. O. M. GUPTA, BOMBAY 

Ora! Evidence recorded at Bombay on the 26th August 1926 

President.-What is 'your special acquaintance with the cotton textile industry, 
Mr. Gupta? , 

A. It is both foreign and local. I have got some practical experience of the American 
and :.lso of Lancashire mills and have made some study of the Bombay mills and also 
-of the Cawnpore and Ahmedabad mills. ' 

Q. In what capacity have you made this study? 
A. In my own commercial line, because that was 'my teaching line. I was Prof~or 

-of Commerce at Agra. 

Q. In what College? 
A. St. John's College. But for the last few months I have been in Bombay. 

Q. What are you doing here ? 
A. I am not conneoted with any particular mill, but I am making a study of the whole 

thing. I have been visiting wherever I could get facilities. I am trying to find out what 
iq the actual situation of the Bombay mill industry as compared with our own as well 
as with foreign countries. 

Raja Harr Kishan Kau!.-'-With what object? 
A. I wanted to write a book on the industrial situation of India especially on labour 

problems. That was !lly main object. I felt that as I had made certain observations, 
while I was hp.re, if it was at all of.any help, I co~ld come and give my views. 

Q. What were you doing before you were appointed a Professor in Agra? 
A. I was in America. 

'Q. Do you know anything of the cotton industry there? 
A. Yes. 

Q. Where? 
A. Both in New England States as well as in the Southern part specially in 

,Columbia, Georgia, 

Preaident.-You say you have seen mills on the continent? 
A. Yes. 

Q. Where' 
A. In Manchester and Liverpool . .. 
Q. There are no'mills in Liverpool. You could not have seen ootton mills in Liverpool. 

Where did you see cotton mills ? 
A. In l\1anchester. I was specially interested in the dyeing process. 

Q. Where did you get your education out here ! 
A. At Agra and Lucknow. 
Q. How old are you ? 
A. Twenty-eight. 
Q. You have no practical experience' Your exPerience of the,ootton industry has been 

obtained in the capacity of a student' 
A. I should say in the capacity of an unbiassed obrerver, perhaps. 

Q. Exactly, as a student of the industry. 
A. Certainly. 
Raja H,," Kishan Ka'Ul.-In reply to Question 29 you say .. Sbte subsidy is given to 

steamship companies to promote and provide cheaper freight n. Can you give us any 
evidence of that' " 

A. Of oourse, no practical proof e;xcept all the news that we get from the various papers. 
The latest one was only the day before yesterday which one Japanese paper published, 
that 3 lakhs yen was going to be given to propagate their tradfl in Bulgaria and Mesopo
tamia. 

Q. But not India , 
A. No, not in Indin. 
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Q. In reply to Question 34 you say .. While answering this question the effect of the 
non.co-operation movement must be taken into consideration". When did the non-co
operation movement have its sway! 

A. I was away then; but I think it wa.s in 1920-21. 
Q. Then you have no personal experience of that time ! 
A. No. 
Q. It did not affect the produotion here? 
A. No. But as far as the tendency is concerned it brought about a. cha.nge in 

taste. The Indian public ha.ve cha.nged their ta.ste, a.s I believe. Na.tura.lly they a.re 
liking the finer counts of goods. So we ha.ve got to see this wa.y. When the non-co
operation movement came, we practically were not dea.ling in foreign. cloth a.nd we went 
back to coarser counts. 

Q. And now we are going to finer counts ? 
A. Yes; we are going back to the original level which we ha.d before the wa.r, a.s far a.s 

the finer counts of goods are concerned; that is in consumption. 

Mr. Suhba R<JO.--:Wha.t proof ha.ve you of tha.t tendency? 
A. The only proof which we can see is this; if you can get hold of a.ny mercha.nt who 

is dealing in foreign cloth a.nd see t,he goods which he wa.s get.ting before the period and 
the goods which he is getting now, we see a decided cha.nge. 

Q. Is it not. true tha.t the consumption of foreign cloth is less now tha.n before? 
A. Yes; it ha.s been less in a way. 

Q. We. ha.ve not got a.ny wa.y nea.r the origina.llevel. 
A. Certainly. 
Q. Then how would you say that there is a restora.tion ? 
A. Because some of the Indian mills a.re a.lso going on to finer counts. Before tha.t 

period, there were very few mills in India, which were going a.bove 40s. Now there a.re 
mills going ~p to even 803. 

Mr. Majmtular.-In reply to Question 18 you say" va.rious, other fa.ctors ha.ve combined 
with this a.nd led India to this di.a.strous condition". Wha.t ca.uses ha.ve led to thh 
condition? 

A. In this connection I ha.ve to say just a.s I pointed out before tha.t the Ja.pa.nese ha.ve 
got a very well organised system of ma.rket.. Tha.t is one thing. Then of course there is 
the subsidy which they are getting for the stea.inship compa.nies, besides the lower cost 
of production; because when we a.re talking of a foreign ma.rket, we must take into 
consideration the freight also. 

Q. Y~u 'don't take the oost of production? 
A. .. Besides the cost of production, .. I I!&Y. It is not only the low oost of production 

but SOme other factors also. 
Presidenl.-You estima.te the adva.ntage tha.t. Ahmeda.ba.d ha.s with rega.rd to upcountry 

ma.rkets at 10 per cent. a.nd at 15 per cent. with regard to proximity to SOurces of supply 
of raw ma.terials, wherea.s Ca.wnpore ha.s a.n a.dvantage of 40 per cent. with rega.rd to 
proximity to upcountry markets? On wha.t basis ha.ve you worked out those figures? 

A. The proximity to the ma.rket and, the total amount of goods which they put into the 
market. 

Q. How have you worked out the figures? On what da.ta hav~ you been a.ble to 
come to such definite percen~ges a.s 10 or 15 or 40 ? 

A. 1 should have added "a.pproxima.tely". Tha.t is my nUstake there • 

. Q. Even approximately, how nave you worked them o~t? 
A. Wha.t I did wa.s, when I wa.s in the northern pa.rt of India, I visited a number of cities, 

though not in this connection. How I took the percentages wa.s tha.t in every big city. 
I went to a.1I the lea.ding mercha.nts a.nd got informa.tion from which pa.rticuIa.r centre 
they were getting the goods and what percentage of them a.nd on tha.t ba.sis I ca.me to the 
conclusion tha.t a certain locality has got a. certa.in a.dvantage in a. certain ma.rket. It 
is more or less on consumption tha.n anything else. 

Q. Na.tu~a.lly, if you take the mills nea.rest Ca.wnpore they ma.y have 40 per celit. 
adva.ntage over the Bomba.y mills" But if you take Bomba.y, the Bombay mills would 
ha.ve got 100 per cent. a.dva.ntage iii Bomba.y a.s far a.s mere proximity goes. 

A. Upcountry goods a.re mrely to be seen in the Bomba.y ma.rket because they have a. 
more definite market of their own. 

Q. I do not quite see how you ca.n work out a.ny definite percentage. 
A. I do not assert that my own working must be enctly right. But this is wha.t I got 

from my pra.ctica.l observa.tions. 
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Q. It dependB upon the market in which- you made your enquiries. -You can only 
lI&y that, as far as your enquiry went, Ahmedabad had a 10 per cent. advantage in certain 
markets which you made enquiries in. _ -

A. Wheu you are'talking of upcountry markets, I can speak of Amritsar, Cawnpo.re 
Bena.res, etc. That fairly covers what we call upcountry. . , 

Q. Are you referring to all markets, to all places outside Bombay and Ahmedabad 
when you speak of upcountry markets! . 

A. I contine myself to places above the Vindhyas. It is based on enquiries from 
merchants of those places. ' 

Q. How many merchants did you quest.ion ? 
A. Eight or ten in every town. 
Q. In how many towns? 

-A. Agra, Delhi, Cawnpore, Lucknow, Amritsar and Lahore. 
Q. Eight or ten merchants in each place ? 
A. Yes. Of course I could not know that this Commission was coming.' Otherwise 

I could have got more figures. 

Raja HaM Kiska1l KauZ.-Did you examine the books ? 
A. I just asked them, o.nd they told me o.bout how much they are gettin~ from this . 

centre and how much from tho.t. I got the information from wbat they said, and 
alfo from what we see in the markets I can just say what particular kinds of goods are 
wanted in each market. . 

Q. It is rather a difficult thing to do. There are different types of cloth and it is 
diffioult. to say which cloth comes from where and in what quantities. What do these 
figures signify ! . 

A. That Cawnpore has a 40 per cent. better advantage as far as the pushing of the 
Bombay goods is concerned in that particular locality. 

Q. That is, in the markets from Lahore to Benares you found that on the whole 
Cawnpore goods were to be found to an extent of 40 per cent. more than Bombay 
good!! ? 

A. Yes. 
Q. Bombay goods probably go to some other markets ? 
A. Possibly. 
Q. You cannot call, that a disadvantage. There are certain markets which .are nearer 

to certain mills. -
A. It is a disadvantage as far as that particular market is concerned. Is it not? 
Q. Do you mean to say that you found in all these Northern India markets 140 bales 

of Cawnpore goods as compared with 100 bales of Bombay goods. 
A. That is the ratio I would put it at? '< .. 
Q. Have you worked it out separately for each market town ! 
A. Whatever figures I can give are at your disposal. 

Q. Can you give US separate figures for each market ?' 
A. Not ~ow. If you want them I can. 

Q. How do you work this average from these figures? Did 'you put them together and 
divide them by the number of markets ? 

A. Certainly. 
Q. Mr. Majmudar.-Did you go to the villages to study the market require

ments 1 
A. Not the aotual requirements of any particular mill. But of course I am myself. 

in a way, you may say, from a village. So I know. I cannot say what are the particular 
requirements. I know their requirements, but I do not know from what market they 
want the goods. A villager will never oare to know from where he gets his goods as long 
as he knows he gets them cheaper and better. 

Q. The reason why I am putting this question is that somet.imes the requirements of 
the oity are of a different type from those of the villages round about, and if you have 
gathered your informo.tion from the requirements of the city those impressions may apply 
to'the city ouly but not to the whole distriot , . 

A. Certainly, but as far as merchants are conoerned' they are the same men who 
!upply both oity and oountry. It is not every 1000,1 shopkeeper who goes to Bombay or 
Cawnnore. 
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Q. Pruident.-As reSMds yoor reply to Question ftl, how did you work out this rather 
confident statement that the difficulties in obtaining fin&nce have contri~uted about 
2 per cent. in the present depression? 

A. I took the figures this way. I gathered the information from various sources, from 
the millowners and others. I asked them what was the actual difficulty they were 
exporiencing in their finance-if they really had any difficulty or not. Because if they. 
had difficulties we have to consider what they are and work on the hsis of that. Of 
course, I cannot say whether it is that much or not but what I think is tilat since they 
cannot get finance so freely the stocks are tied up and I think it will certainly cause some 
depression. This 2 per cent. is Ilot quite exact. It may be 1, 2 or 3. 

Q. Don't you think it most unsa.fe to assume factors like thi~ in terms of percentages 't 
I should havu thought your economic training, if I may say so, would have ta.ught vou 
that that w&& about the la.at thing to do. You are always liable to have your stat.ementa 
challenged at opoe. You take a general oause suoh as the diffioulty of obtaining finance 
and slLY that it contributes 2 or 4 per cent., and so on. It seems to me a most unsafe 
method. ' , 

A. But it 18-1ike this. When we know there is a depression, when we want t,o pioture 
it ~ ILny way we have got to give it a concrete figure. I may be wrong but it is only to 
give some idea, of·course in a very rough way how muoh it is. There are SO many other 
fllclors which contribute to the depreSSion. Well, only to give the degree of importance
whether it is this factor or .that. The whole idea of what I meant to say is that it has 
contributed to a certain 'extent. But this particular percentage wha.tever else it may 
show shows tha.t it is lIot a very great factor in the. present depres.ion. 

Q. I should have thought it would have been better to leave it at that. What is your 
authority for saying that in Japan mills can borrow money at 3 to 41 per cent. 

A. Because I have got my cousin there and I got this information from'him. 
Q. In what ca.pacity is he there? 
A. He is in the glass industry. 
Q. Raja Han Kiakmi.Kaul.-Js he studying the glass 'industry ? ' 
A. Not stud~. Ho h&s been there now for the last}our years. 
A. Is he employed there? 
A. Yes. 
Q. We have. been told that rates are different. 
A. POSSibly. 
Q. I should like to know what value is to be attached to your brother '9 statement 

about this 3 a.nd 41 per cent. ,int.ere,t. ,It makes all the difference. 
A. Possibly it does. 
Q. Would you a.tt&eh-very great value to the information supplied to you by your 

brother 7 
A. Certainly. / 
Q. H&& he any chance of coming.into coalla.ct with people who borrow money? 
A. Certainly, he has been there for the last four or five years. Besides, when I go to 

the United lSt&te.~ Germany. and other places 1: know it is Ilot very hard to find out 
wh&t is the actual rate at which' people are getting money. There is nothing 
confidential a.bout it. It is not diffcult to find at what rate the banks nnance loans 
to the different industrial concerns. 

Q. It is difficult to find out what the actual rates are. The bankers of course know. 
A. I can send it in to·morrow. 
Q. Where did you get your figures for wages in the textile industry ? 
A. These are for up-country mills. 

Q. Not Bombay? . I • 

A. No. This particular centre is Cawnpore and ita vicinity of course. Except for 
the glass industry we find every industry in Cawnpore. We find glass in Allahabad. 

Q. Mr. Majmtular.-In regard to Question 66, what is your authority for the state.. 
,ment that there' is 10 per cent. less production since the reduction in the working 
hours? .. 

A. There also I should have made one thing clear. 10 per cent. reduction is in this 
way. I will give you the correct figures if you want them. From the actual rates which 
I have seen of the two or three mills to whioh I am known it is of course evident that there 
is less production to the extent of 10 per cent. in weaving. 

Q. You do.not refer,to spinning' at all. 
A. I should say".15 per cent. in spinning. More in spinning than in weaving. 

Moy422-17 
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Q. And then in rpply to (.).uestion'67, you say a competent spinner can look after 420 
spindles on 20:. yarn. Is there any mill in Bombay where that is done. 

A. I want to make this thing also very clear, because that is what I understood. The 
same mn,n is looking II-fter two sides and of course we have to tak('l into consideration in 
various mills that there are 3 to 6 tarvala8 who are helping and when I am talking of 
420 lIpindl('ls I should take into consideration the help of the tarvalas. There is also one 
other point which i~ very important. The 20 •. yarn that I mean is warp yarn, not weft. 
yarn, because when it comes to weft yarn it is quite a different figure altogether. 

Q. The point is about the number of spindles that a competent spinner can look 
after. 

A. Yes, the way I calculate it is this. There are in fact 15 men altogether to look 
a.fter 10 frames. That is Ii men fol' every frame. So according to this I say 280 
spindles of 20 •. warp yarn. That is what I have seen. I can· show you. 

Q. Raja Hari Ki.han KauZ.-Whic~ mills! 
A. I can show it you in the Madhoji Dharamsi, E. D. Sassoon Mills, and Morarji 

Goculdas Mill. 

Q. Preaident.-You say that in the Morarji Goculdag Mill~ one spinner is looking after 
how many spindles! 

A. So I have just cleared up the whole point. There is a spinner in charge of a frame. 
Then there are what they call tarvallas. In different mills the number varies. On 
different counts also it varies. Therefore it is 5 ta,.,'a'as for 10 frames, 15 men for 10 
frame', that is Ii for each frame. There are 420 spindles in a frame and 280 go to the 
share of each man. But it is oply for 203. warp yarn, not weft yarn. 

Q. Mr. Ma,imudar.-Are you referring to double siders? 
A. Yes. 
Q. Are there many double siders in the mill! . 
A. On finer counts it i.~ single mostly; on medium counts it is double; and on coarser 

counts again it is single. 
Q. Is 20 l. correJt medium! 
A. I will call it medium. 
Q. In all these mills you mentioned the siders look to two sides on 20 •• warp! 
A. Yes, that. is what I have seen. 
Q. Are you Rnre ! 
A. Yes, I am. 
Q. Have you made proper enquiries!. . . 
A: I mafte enquiries. Not only in that oonnection, but I saw something very different 

in one section of the mill, because that was my point. In one section you go and see the 
same spinner looking after 280. And in the other there is a big dilference-40 to 60 
spindles a~d in the same count of yarn. The reason given out is this. If he is attending 
8. shorter frame he cannot be given an extra part of another frame and therefore naturally 
he will look after less spindles here and more there. • We have got the same thing when 
it. come~ to deliveries. A man looks after five deliveries; another might look after seven 
deliveries. 

Q. We would like to have complete figures about the spindles looked after by 8. sider 
also how many are double siders and how many single siders in these mills •. 

A. Certainly, I will give them to you most gladly. 
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Witness No. 71 

Mr. G. N. IYER. BOMBAY 

W ritte.. Slatemenl, dated the 20th Aua-U8I1926 

SECTION I 

Gene""] 
1. Generally speaking the depreasion extends throughout India and Burma. But 

it ,is felt more in Bombay due to certain reasons :-
(1) High wages (when compared to other parts) ; 
(2) Low working hours (10 as against 12 and 14 in Native States and same parts 

upcountry). ' 
3. H the mills continue working as at present and the market does not improve, 

the depression will be of a permanent nature, ' 
4. Yes. They will certainIy be obliged to close down. 
6. Generally speaking the majority of mills in Bombay are selling at a loss ; whereaS 

the majority of mills in Ahmedabad and upcountry are making profit or at least are 
making both ends meet. A review of the balance sheets for the year ending 1925 will 
prove this. The mills at Indore and Bangalore have actually declared a bonus. Bu~ 
in Burma the mill is 8uffering a 1088. 

8. A drop in the price of cotton will have practically no effect as the price of cloth 
will also go down. On the other hand, if the cloth prices remain as at present the mills 
may be beuefited to a little extent. But the hopes are very vague. 

8. The fall in the cloth and cotton prices is disproportionate. li!o the industry is 
suffering; for instance the price of clo~h is 200 per cent. less than during 1922 ; and cotton 
has gone down only by 60 per cent. 

9. Yes. The ryot does not nO>l-a-days purchase to such an extent as he was doing 
before. He only meets his bare necessities. li!o demand has gone down. ' 

10. Certainly not. We in India have lost all our money and have nothing to'Bpare 
for investment in gold and silver. 

11. I will answer this question orally as it requires a long explanation. This much 
I can say; that mismanagement and want of forethought among the millowners has a 
lot to do with the present depression and I do not think they will overcome it imless 
they try to improve. I may just mention a few points for guidance-

(1) Ignorance of millowners of details. 
(2) Untrained men succeeding experienced owners. 
(3) Too much unnecessary interference. 
(4) , No value or appreciation of technical training. 
(5) Board of directors has no power but one man does everything. 
(6) Favourites and'relations are brought in to responsible posts and maintained at 

the risk of the firm. 
(7) National feeling in Burma. 
(8) N01l'confidence in responsible officers specially iii. Ahmedabad and np~ountry 

mills. 
12. I canno~ say that all the mills which have gone down have done so on account 

of depression. There are various other reasons for t.heir downfall; and all the ins and 
out; have come to light on account of the depression. H the industry was doing well, 
all these defects would have continued unnoticed. Under these circumstances it is best 
to consider these on their own merits •. 

SEOTlON II 
Nature and extenl oj competition between imported ~ood8 and those oj Indian 

manuJacture . 

13. LOSB of the China market for India is no doubt true. The fall in the export to 
China is due to other reasons; which do not include the development of the weaving 
industry in India. In my opinion the depression is due to a counteraction of all the 
~auses stated above. ' 

)10 Y 422-I7a 
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14 . The foreign oompetition from Japan and other countries has a lot to· do with 
the depression of the industry in India. Just look at the figures quoted from the 
MilloWDers' Association. 

15. Generally speaking, the medium counts, say from 16's to 40's compete 
directly with the . production of Indian mills. And also there is a slight competition 
in counts upto SO'~. There is practically no competition in counts above this. I am 
not very well acquainted with the particular varieties of cloth. 

17. Yes. Specially the following counts 20's, 24'~, 30's, 32's and 40's and 
doubled yam of the ~ following type 2,10'8, 2/20's, 2,24's, 2/30's, 2/32's and 
2/40's. 

The above are the oounts in the Indian market exported by other countries which do 
not oover the cost of production. . 

Of oouree I cannot say whether they are underselling their yarn.; But by workin ... 
double shift in Japan and engaging women and children they are able to produce yarn at 
a cheap cost. 

IS. This is very simple. if Japan or England can beat us in our own market.~ they 
"an surely m0!10polise other markets. . 

Ill, Yes, it is a serious factor. H even this l' 3 per oent. of foreign goods of a type 
which can be produced in India was not imported and sold at a comparatively cheaper 
llrice India would have gained something and above that she might have obtained &0 
b"tter price than at present. 

The foreign import is sure to increase as long as it can find a ready market. 
to. Yes.' I accept these fi~. 
21. Yes. I acoept these figures. 
22. Yes. 
23. This will happen only if they &ore able to sell their goods in India at &0 fair margin. 

And if the quality of Indian products does not come up to their level. 
24. The imported Japanese goods do not compete with English go';ds as they are of &0 

different variety. The import will increase due to the conditions as st~d in answer 
to the question 23. 

28 .. Indian labour is poor and ill equipped. The labour in the United Kingdom can 
beat us; whereas though Japan's labour is superior to ours they have a distinct advantage 
over us due to working 20 hours and employment of suoh labour as is prohibitive in India. 

29. I have read that in other countries they do assist the industry; but I do not know 
how far it is true. 

30. Yes. 
31. Of course; the foreigners study our market and supply our needs better. 
32. Yes, there ilia been. 
33. Take for instanoe the unblea.ohed gin. You will always find that the American gin 

beats ours in quality and price. Of oourse this variety as produced by the Buckingham 
Mills is an exoeption but it is too dear. 

34. This is only a question of pr:oe. H the con.~umer is able w get finer qualities at 
a very slight increase there will be a. growing preference; on the other hand if he 
has to pay a higher price or he can get similar goods of Indian make.at a slightly 
lower cost he will surely buy 1~dian goods. . 

SECTION III 

I~rnal competition 

35. ThougJi the extension of mills in upoountry centres has affected the prosperity 
of mills in Bombay, I am glad that this has fa.oilitated the industry in general. The con
sumer oan get his requirementa cheaply and easily i but it must at the same time be 
remembered that if oertain q niok alterations are not made inupcountry mills the industry 
is sure to detel'iorate. •. 

The following vioes exist :
(1) Long hours. 
(2) Ruination of ma.ohinery. 
(3) Waste of energy of workmen. 



(4) Greediness for production., 
(5) Incompetent labour. 
(6) Ruination of industry by deceiving customers. 

36. The advantages that Bombay mills have over niills in Ahmedabad and upcountry 
are outweighed by the disadvantages. The only advantages are:

(I ) Better handling. 

(2) More efficient labour and efficient officers. 
(3) An opportunity to compete with foreign goods. 
(4) Comparatively cheap prices in stores which can readily be obtained. 

37. The advantages of upcountry and Ahmedabad mills are :
(I) Cheap labour. 
(2) A ready market for goods produced. 
(3) Facilities in prices of cotton. 
(4) Less competition. 

3S. I do not fear the competition of the hand-loom industry in India provided they 
give .uP using foreign yam. I think the hand-loom industry is not in a progressive 
condition. 

SECTION IV 

MiU Ma7ltJgeme1ll. 

40. y es. ~ am satisfied of the economy, though I consider further economy is possible 
~ has been proved in mills now-a-days. This must cover a.long period. Hasty economy 
18 dangerous. 

41. This is a broad question as different mills have different systems. As far as my 
knowledge goes, the following systems are current :-

A fixed remuneration and oertain other benefits also--
(a) A certain per cent. of commission on all purchases and sales. 
(b) A certain per oent. on produotion. 
(e) A oertain per oent. on profits. 
(d) Other benefits: as monopolies, travelling and boarding expemes, etc. 
(e) Generally an understanding that the agent will work for the firm for a long 

ppriQd say not less than 20 years; his right and action being undisputed. 
In my opinion, items named (a), (b) and (e) are defective. 
However the agent is the sole master of the firm, whose actions are not questioned 

and with powers to do anything, irrespective of the evils occurring from his actions 
In the majority of cases we find these powers being abused. 

In my opinion, the board of directors must be vested with more power. It must be 
a represent.tive body of the share-holders, the capitalists and the workers must 
i nelude men who are well versed in technicalities and internal management. 

It must meet as often as possible, say, every week, as is customary in England and 
decide all matters concerning the firm. The agent's power must be limited and subject 
to the confirmaiion of the board. Nothing must be done without their approval. 

42. That by commission on production is common. I prefer commission on 
profits. 

43. Certainly they do. As for the details all of them are common; but the number 
of them differ in different cases. In one of the mills I came to know that the chairman 
of the directors was toJring apparmtly collectihg shares for the firm and in the mean· 
while doing his own business. He was accompanied by a few of the directors as well. 
He debited the firm with the brokerage commission on shares as well as his expenses, 
which came to more than what he was able to collect in shares. The agency do not 

'provide a minimum in such cases. ' 
44. The association of agents in other kinds of business is common. This need not 

necessarily be detrimental, provided the resources of one firm are not utilised for the other. 
'But in common practice we find quite the contrary due to the unlimited and unchecked 
powers.. Henoe it is detrimental. 
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,SECTION V 

Mill Finance 
45. The depressi~n is -more. due to over-capitalization tb,an under-capitaJizati~n. 
46. This is not very (Ommon. In some mills where they have equipped their machi

nery they have done well. l){ost mills have on the other hand suffered for want of equip
ment and in some places mills have suffered for having purchased some machinery whioh 
was not essential for the working of the mill. 

47_ Certainly there was, as may be judged by the balance sheets. The depression 
may be attributed to the fact that if the mills had reserved that money and purch8.'!ed 
some essential stores and material for the upkeep of the mills they would not be 
suffering now and effecting falae economy to the detriment of the industry. 

50_ Xhis system 'is yery (oml)1on. As it is detrimental t.() the industry, it must be 
put an end to. 

51. Yes, they do. 
(1) Non-confidence in the directors. 
(2) Many bogus firms being started. 
(3) Deprcs~ion in the industry. 
(4) Mainly due to tightness in the money market and people being poor. 

52. In India it is borrowed from !l to 2G.per cent. I do not know the 'lase of Japan. 

SECTION VI-Co.\td 0/ Production 
A-General 

53. J consider a mill between 25 to 35 thousand spindles and 600 to SOO looms 
en.~ures the most economical and efficient working. . 

In pre-war days to estabHsh a mill in Ahmedabad of 30,000 spindles cost sOl)1ewhere 
between 15 to 20 lakhs witb the looms shed. Now-a-days it is double. In Bombay add 
an excesd of 2 to 3 lakhs for building and land. In upcountry 4 to 5 lakhs may be 
deducted from the above figures. 

54. The majority- of milia are of the size stated. The only diffArence between 
Bombay aI!-d upcountry mills is that the former are a little too big, whereas the 
latter are a little too small. 

55. This is common to a very great exte~t. . The effioiency in mills ui India or elae
where need not be less due to old machinery, provided the spare parts are well supplied 
and machines kept up-to-date. But, in India, the agents are very reluctant in doing this 
and oonsequently ruin their mills. Even in the boom period it was quite oommon for
agents to refuse the essential spare parts. There are mills in India where machinery is 
25 yeara old and yet everything is up-to-date and others which are less than 15 years 
old and completely ruined. 

57. (1) Less efficiency of labour. 
(2) Long working houra. 
(3) Bad equipment of mills. 
(4) Favouritism. 
(5) Non-technical men being engaged who generally stick to old and crude methods 

and are reluotant to reforms. 
5S. Bombay mills are at a disadvantage. 

(1) In cost of labour. 
(2) Fuel, wate(and taxes. 

59. The benefits are almost negligible and I have good experienoe of this compared 
with mills in Bombay, Ahmedabad. upoountry and Burma; exce~t in Bo~b~y the 
advantage is being utilised in spinning fine counts. In upcountry milia where It IS hot 
the humidifiers oan me.i.ntain a low temperature at a "ery slight C03t. 

B-Raw Malerial 
60. (a) In Bombay raw ootton is generally purchased in the market. This is one 

advantage in Bombay that we (an get any qllJllity of cotton wo require. 
(h) In cotton distriot.s; the orop of the district is utilised and as the quality differs 

from year to year the quantity produoed will aIao have to be changed acoording to the 
material avaIlable. 
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61. There are no doubt 8p'lCulative purcliaeea going on in Indian mills but I do not 
know whether it contributes in any way to the depreeeion of the industry. If methods as 
suggested in answer te question 41 are adopted this can be stopped. 

62. Yes. This statement is correct. The margin is about 10 to 20 rupees per bale 
There should not be this margin. This is due to agents charging (If commisnon on 
purchases (openly done), ,2) at their own initiative filling their own pockets, (3) due t() 
specUlation. 

63. The depression due to this is negligible. 

C. Labour 

64. Yes. I accept this view. Not so much in Ahmedabad and up-country as th.,. 
rise of wages froln the pre.war rates are not so high as compared with Bombay. 

65. In a_ way I do not conaider t,hat there was an unduly large distribution of 
bonUJ!. Now suppcsing less bonus had been paid; then the balance would go to th.,. 
shareholders, and in both the>e ways the industry would not be benefited, whereas 
if the dividends were curtailed this bonus would also have been less and the amount 
reserved for bad times. If the shareholders deserved to reap big dividend. the workers 
~180 deserved in a better way to get a better bonus. . 

66. Generally speaking it has gone down by 12 to 15% after the change in hours. 
67. (a) In a ring ring frame the number of spindles vary. from 280 to 400; lift is 

generally 5 inches. This also varies from 140 to 200 in counts between 20. and.30s. 
(b) 8 to 10 looms; differa on varieties of cloth width of loom and other things. 
(e) If the averages counts are say 248 the total number for 1,000 spindles is 22. 
69. This differs due to various rea:ons. Taking an example in my present mill.; th.,.· 

cost of production for average 23. cOllnts is 2 aruias: and 550 men are working. So 
we can say that wages per I b. is O' 5 pies. 

70. The.labour is less efficient by about 25 per cent. when compared.to Japan and 
30 to 40 per cent. compared to Europe. 

Taking Bombay mills as an average; in the ~orkmen class 'Bombay, Ahmedabad and 
Madras are practically equal, or to be on the safe side we may say that the latter are 5 
per cent. less efficient. In up-country mills the labour is less efficient by about 20 to 4(} 
per cent. South Indian labour is prootically equal to Bombay but as we go north it is 
less efficient except in Calcutta. In Burma it is 50 per cent. Ie's efficient. 

In the subordinate staff the Ahmedabad mills are less officient by about 10 per cent. 
when compared to Bombay and in up-country mills it varies from anywhere betweelL 
25 to 50 per cent. 

71. (a) In Bombay mills this varies from 5 to 10 per cent. 
(h) In Ahmedabad and Madras daily it is between 10 to 15 per cent. rising to 25 ilL 

the monsoon. ' 

(e) In up-country mills it is variable anywhere upto 35 per cent. Of course during the· 
monsoon and festival times the attendance i3 very poor. 

It is very common to -find many operatives absent for 2 to 5 days just after 
payday. 

In Bombay mills a bonus is-common to certain class of workmen. In Ahmedabad. 
there is no system. i 

Ot'course bonus," and other privileges encourage regular attendance as has been found 
to be successful in the mills at Madras. 

72. The Budli system is no good. There is 20 to 40 per cent. less work turned out· 
by a man who is working budli as generally he is found to be a starter in bwiiness. 

73. The turn.(,ver as compared to Europe is some where as follows :-

Bombay 75 to 85 per oent. •• 1 I base these figures on th.,. 
Ahmedabad 60 to 70 •• I number of hands engaged to. 
Madras 80 to 85 • 'j." turn-out a given amount of 
Up-country 40 to 50 • • work. • 
Bur/Ua 35 to 45 •• . 

74. In my opinion the continUity of work in Bombay is much more satisfactory 
than at Ahmedabad and up-country. Certainly a long .ervice bf¥lUS and provident fund 
contribute a lot thoug/l these are very uncommon. . 
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.75. Generally ~ in Ahmedabad and Bombay do not provide housing accommoda
tion. Only 20 to 30 per cent. of workers get accommodation where mills provide chawls. 
The income generally oovers an interest on the outlay of 8 to 10 per cent. Improved 
housing accommodation will surely contribute to the improvement of the industry. 
In Bombay it is difficult. to secure this where as at Ahmedabad this can very easily 
be done. . 

71i. (a) The facilities for technical training of workmen are 'practically nil. 
(6) For the supervising it is very inadequate. . 

(e) No doubt good use is made in this case but ther~ is very little encouragement. 
The efficiency of operatives can be improved from 25 to 50 per cent. 

Government and mill owners to some extent are responsible for the non-encouragemeJ.lt 
(If this part of the industry, specially in textiles. 

77. I accept this op·nion as far as up-country and Ahmedabad mills are concerned 
but not Bombay. I emphatically say that the workmen deserves every pie and the 
industry need not grudge this. . 

78; Yes. All I can say is that they are spendthrifts. They do not utilise the increase 
in money for better purposes. 

79. There is scope in utilising labour saving devices. 

80. Yes, there is provided you give him a better training. The improvement in this 
direction is very slight. There can be no improvement &8 long &8 the present conditions 
exist. We have tried these in· finding ways of effecting economy. 

81. Yes, I accept, 1 ut, I am not in favour of double shifts in India for the present 
Though this appears to be very nice to look at just for -the present, it is detrimental 
in the long run. We had experience of them during war-time. There are 
many defects which want remedying in the double shift ~ystem in the textile 
industry. 

82. I would not advise the restarting of double-shift system as long as the present 
systems of management are unaltered. This is detrimental .to the industry in general 
and affects the machinery and work people. 

I can give ampl!, proofs if necessary. 
83. Legislation &8 it exists at present is only to the benefit of the workmen and that 

too to a limited extent. It has done nothing for the industry. . 

D. Overhead cAargea 

85. Insuranoe is effected in mills to cover the capital by fire. 

It is satisfactory under prest conditions. 
86. An amount equal to at least 5 per cent. per annum of the value of the mill must 

be kept apart. I give this amount on the understanding that the life of a machine is 
about 25 years. Consequently t.his amount after 20 years will buy us new machinery: 
and the excess for 5 years more must be utilised every year in repairs and renewals 
(If parts. It is better if it is charged on profits; but if a mill makes no profits add it 
(In to coat of produotion 

87. These are generally valued on the actual oost of produotion. The auditors are 
generally contented with a oertificate. 

88. The audit of the mill accounts is an animal one. 

E. Saka 

89. There'are different system iq.different mills. 
(1) Agents themselves sell direotly to customers in retail. 
(2) Sole agents or commission agents are entrusted with this work. 
(3) The firm sells direotly in retail or whole.a1e. 
(4) Brokers are engaged who negotiate between the firm and the consumer and get, . 

• & oertain oommission. They are responsible for the reoovery of the amount. I'prefer 
the last system &8 the risk of losing is lessened. . 

. 90. They are prevalent. This is a very bad system. 
91. Ye& They do experience diffioulties. 
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BBOTIOll' vn.--SUGGBSTIO!lS AS TO REMBDIAL MBASURBS. 

Ca) Sunlll/lionJI pulforwa,d by lhe Bombay Mil/OIV1/£,s' As.o~iatio7£· 

96. Yell. I am in favour of the abolition. . It makes a 'very slight ilifference s .. y 
nothing more than i> quarter of an anRa per pound. But this saving goes a long way. 

97. I wish the ,uper.tax to be abolished. 
9S. I am r;lOt very particular about this. 
100. Yea. I do. 

101. Yea. If they undertake to do so and get a reduction it will rurelv help the 
industry. • 

102. I thlnk this is not an e ... y task to undertake for the textile industry only. But 
if the Government call undertake to do so and afford to pay, it is a good way to regain 
lost markets. 0 

103. This can only be done if mills can compete in quality and price. I do not think 
any legislation will help this unless the qualitiea are "tandardised. As I think that 
India can very well consume its mill produots one need not care so much for over·se .... 

104. I am in favo~ of this duty-
o (a) on all piece goods imported from Japan and China and other ,ou.ntries except 

the United Kingdom; . 
(b) on all yarn up to 40'.; and a smaller duty an all counts up to 80'J and the same 

for piece goods. A special red\lction may be made on printed goods. 
ID5. This should be imposed ... long as the industry can meet the demands of markets. 

1 wonld say that this shonld [,e of a permanent nature subject to incre ... e or decrease 
after a certain number of years. 

106. Certainly T rices will rise . n the goods on which duty is imposed to such an extent 
that foreign goods will be able to sell in the market. The cost of living need not go up 
provided the mill owners are not gr)( dy to get more profits. 

107. Both will occur. 
lOS. I th:nk this will be the c ... e throughout India. 

j 09. Yea. I do. Our industry must be protected at all costs. Because, once It 
begins to decline it is too late and difficnlt to r .vive it. 
o Ill. I do not. This increase qf duty will restrict consumption. Even if it does it is 
negligible. Yea. I do oonsider that this will be in the bestdnterests of the industry. 

112. There is nothing unfavourable in this. This is very favourable to India. 
ll3. I do not think the hand.loom industry will suffer, whatever may be ttle view of 

the Fiscal Commission. The majority of hand·lo 1ms say 80 per cent. are using oounts 
that can be produced in India. They are sure to be benefited. 

ll5. Yes. I do support it. Any amount up to 25 percent. may be levied provided the 
miIlowners promise to utilise the benefits thus arising to the development of the industry 
and not to deolare enormous dividends say about 15 to 20 per cent. of the share value at 
anytime. 

(b) Other Suggestions 

116. Yea. I am in favour of this. Say up to 15 per cent. 
(a) The income of the cotton growers will not be affected but on the other hand it 

will make them grow better cotton .. 
(b) The area will depend on the margin of the profits in cotton crops when co.npared 

·to other crops. 
ll9. Yea. If they do so it will be a great boon to the industry. 
In this connection I wish to quote an example:-

In Bur~a, Myingyan, Meiktilla and Pokakku are considered to be the best cotton 
growing districts. In Myingyan city there are three big ginning factories. Just before 
• the se ... on begins t3ese three firms form a:t union and cover their Silea in foreign 
markets. They fi~ a pri}e'to p,rch ... e the seed cotton whic.! price will allow a margin 
after dAducting rOHt of production. At the end of the se ... on we always find that they 
have done well. Once it so happened that one of these firml came out of the union 
arid did business on its own. It w ... a l~o'er. It learnt an experience and rejoined 
the union. 
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120. Not much. 
121. Yes. It would be better if certain mills speciahsed in certain counts of yarn 

ar." some varieties of cloth. 
122. I do not know. 
123. Yes. I think so. I am sure the industry would be benefited by it. 
124. Not yet. 
125. I would attribute the cause for this depression to the items mentioned in answer-

to question 41. _ 

I. Bad and unskillful management by people who have very little knowledge of 
details--which if cared for would benefit the industry. 

2. Ignorance olthe workmen, i.e., they are illit-rate, old fashioned and obstinate. 
3. Too much favouritism and many mills having incapable officers at the head. 
4. Bad system ~f buying and selling and controlling the firms' money. 
5. Speculation in shares. 

126. ~ the industry is to improve the following suggestions are helpful :-
1. Greater co-operation. 
2. Standardization of materials. 

3. Better legislation safegnarding the industry. 
4. Ample facilities for technical education both for officers and workmen. 

For officers :-
(a) SpeciaJization. 

(6) Higher standard of education. 
(e) Employment of teachers in the institutes who have worked actually in mills in 

responsible posts. The present system of instruction from those who have 
not been a success in mills and are defective in the practical aspects is to be 
oondemned.. 

(d) Better facilities for practical training in mills for pupils during their term at the
institute. 

(e) A better recognition of technical training by the mill poople-masters and 
owner,. -

The present institutes are defective in providing such training as will benefit the pupils. 
Both the systems of training and the recruitment of the staff are useless. Consequently 
we find the majority of the boys after completing training fail to get jobs unless they 
have God-fathers and they leave the line. 

For workmen :-
(a) Instruction in night classes comprising (1) Reading aud Writing, (2) Elementary 

oalculations, (3) Simple applied mechanios and simple mechanics. 
(6) Demonstration olassee out of mill hours. The best system will be to provide 

one such£chool in a place where there are a group of mills, and conduct classes 
in the morning for boys who generally work as half timers and at night for
workmen. 

5. Better welfare works, such as hospitals, provident funds, long .erviee benefits, 
better living accommodation, facilities for education and training in the industry. 

6. Encouraging co-operation of workmen, officers and owners by. starting 
association; ar.d labour unions, conducted on a sound basis for the welfare of the workmen 
and the industry in particular. 

6. Avoiding unnecessary competition from importers by the imposition of a tax' on 
all imports of yarn and cloth that can be produced in India a';ld on rotton exported to
other countrit"ll. 

'1. Better superrision of auditors when certifying accounts in which there ill mucb. 
irregularity at present. 

S •. Share~holders must have a voice. 
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Witness No. 71 

Mr. G. ~. IYER 

Oral Evidence recorded at Bombay on the 27th AI<gust, 19J!6 

Preaident.-The first question I should' like to ask is about your personal 
experience. How long have you been connected with the cotton 'textile ind1l8try. 
and in what capacity? ' 

A. I' have been in this industry for the last fifteen years. 
Q. Where did you obtain your experience? 
'A. I obtained my experience at liIadras, at Ahmedabad, Burma and Bombay. 
Q. What mills were you in Madras? 
A. I was in the Buckingham Mills. 
Q. How long? 
A. About three, ye&l's. 
Q. And after that? 
A. Then I went to Ahmedabad, to the Saraspur mill. I was there for three 

years and then I was in various other mills for a space of about seven years. 
Q. Which were they? 
A. I was in the Kalol Spinning and Wea.ving Company a.nd then I was in the 

Ahmedabad Waste Cotton Mills and then I was in the Ahmedabad Guzerat 
Ginning and Spinning Co. Of course, I was deputed from the big mills to 
other mills to go and do some work there, but it is not very necessary to mention 
them j1lst now. -

Q. What were you doing in Burma. . 
A. I was in the Burma Spinning and Weaving CO. 
Q. Where? . ' 
A. In Myingyan. I was there for two years. 
Q. Then you came to Bombay? 
A. Yes. 
o. Hnw lonl! have yoU been connected with the Victoria Mills? 
A. For ,the last year. 
Q. Are the managing agents of the Victoria Mills in Ahmedabad? 
A. No, they are partners. Mr. Mehta is in Bombay and Mr. Mangaldas is in 

Ahmedabad. 
Q. The name of the managing agency is? 
A. Mangaldas Mehta & CO. 
Q. They have their headquarters in Ahmedabad? 
A. No, in Bombay. . 
Q. How many looms and spindles are there in the Victoria Mills? 
A. We have got 30 thousand spindles and 550 looms. 
Q. You are in charge of the spinning department?-
A. Yes, Sir. 
Q. What is your salary? 
A. I am getting Rs. 450. 
Q. You say that the working hours in the Native States are 12 and 14, and in 

some upcountry mills also. What are your grounds for that statement? . 
A. There is a clear proof.· In Indore perhaps after the recent strikes they have 

reduced the hours to 10. 
Q. Indore is only one State? 
A. I was in Kalol which is in Baroda State. There we are allowed to work 

for 14 hours and the ginning factories are working for about 16 hours. 
Q. I am not referring to ginning. 
A. I am only speaking about the Factories Act in general. 
Q. How m~ny years ago w~s that? 
A. It was in 1922. 
Q. I understood that Baroda had the same Factory Act as is in force in the 

British territory. Is that not so? 
A. No. 
Q. Is there a Factory Act in force in Baroda? 
A. There is a Factory Act in force, but it is not enforced strictly as it is in· 

Bombay and Ahmedabad. 
Q; What do you mean by • some parts of upcountry '? 
A. Take for instance J ubbulpore where .thpre are mills. Ther? they are allowell 

to work more houf3. 
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Q. Why? 
A. The mills work for their own benefit. under the Factory Act, the hours 

are limited to 60 hours a week, but they do not shew in the report that they are 
worKing for more than 1.0 hours. It is only when they are caught that there is 
trouble. 

Q. SO the question is one of the administration of the Factory Act? 
·A. Yes. 
Q. You do not mean that they are allowed by law to work for so many hours? 
A. No, I do not mean that. . 
Q. How do you know that they are working those hours? Have you been in 

.Jubbulpore? 
A. No. 
Q. Where did you get your information from? 
A. I heard it from a reliable source. • 
Q. A' reliable source' is hardly sufficient -evidence-? 
A. What sort of 'reliable' will satisfy you? 
Q. I should be satisfied if you had been there yourself. 
A. No. Suppose our men are working there, some people whom we send there. 

If they say so, is not that enough proof? . 
Q. Not unless they come here and state that it is their experience. 
A. Then the Board will not take anything. 
Q. They are not here· to take hearsay evidence. 
A. All right, please yourself. I have no objection. 

Q. In answer to Question 8 you say the price of cloth is 200 per cent. less than 
during 1922. In that case the price of cloth would be less than nothing? What 
do you mean by saying that the price of cloth is 200 per cent. less than it was 
in 1922?· , 

A. The price "of cloth at which we were selling has dropped. I will give you 
cne instance. Now, we are selling cloth at about 11 annas a pound. It was 
oosting Re. 1·8-0 and Rs. 2 during the war time ... 

Q. I know the cost of cloth then and now. I am only disputing the correct
neS8 of your arithmetic. You say the price of cloth is 200 per cent. less than in 
1922. If the price of cloth has dropped 100 per cent. that reduces it to nothing. 

Mr. Subba Rao.-You mean it has fallen by two-thirds? 
A.-Yes. 
Presid8nt.-We are trying to discuss this on the basis of the English language, 

and if the price of cloth has fallen by 200 per cent., it must be nothing. What 
you mC&11 is that it has dropped 66 pet cent.? 

A. Yes. 
Q. Do you make your calculations in your mill on this basis, on this sort of 

arithmetic? • 
A. No. Take for instance this. number I have given you. It was fetching 

Rs. 2 per pound. Now it is not fetching even about 11 annas. 
Q. 'l'hat is not a fall of 200 per cent.? 
A. It may be a mistake. 
Q. You wish to answer Question 11 orally? What further remark do you wish 

to make? 
A. I mentioned a few points there in Question 11. Now, if you want any 

points here I will speak about those points. That is why I say I want to speak 
orally. 

Q. Do so. 
A. The first point is the ignorllnce of the millowners to details inside the 

mills. In many cases you will find that after the old agents they leave the 
young sons of the millowners in charge. 

Q. Are you referring to Bombay or to Ahmedabad? 
A. I am referring to Ahmedabad, Bombay and other places where I have worked, 

~.nd not only Bombay or Ahmedabad. 
Q. It is not much use making this general statement. Are· ya.u prepared to 

give specific instances of individual cases? - It is no use making general state
ments of this kind. We have a number of such statements' already on record. 
W, have received a number of such charges against the millowners from various 
persons. General statements like this are of no use. We want definite instances 
in each case. Are you prepared to mention the mills to 'Which you refer in all 
cases? 

A. Well, I will do it. Keep it out of the press. 
Q. You can write the names of the mills and· hand them over to me. 
A. If these go .to the notice of th~ public we shall get into trcuHc. 
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(A list of names of mills was then handed over to the President.: 
Take the first mill. There was a very able man in Ahmedabad managing thi~ 

mill. After his death his son succeeded. He was also a good man, but after his 
death the wife was managing the firm. She had a son and to·day he has taken 
up the ageney. What has he done? He has managed it for about two years and 
found it has been a loss and consequently it has been given over on a certain com· 
mission basis to a third person who is not interested in the firm. Now, had he 
not given over this firm, had he managed it in his own family, or if the son was 
trained in the steps of his father and grand·father this firm would not have been 
in the state it is in to·day. So I put it down to ignorance of mills. I put it down 
to untrained sons coming up and the ignorance of millowners. What other poinli 
do you want? 

Q. Is there any other point on which you are in a position to give us informa· 
tion? 

A. Do you want any special mills to be mentioned? 
Q. I understand that your remarks in reply to Question 11 apply to the three 

mills the names of which you have just given me. 
A. But every mill does not come under all these accusations. Many a time it 

bas occurred like tbat. You can take it from my experience, from the mills I have 
worked in. The millowners in many cases do not know the internal difficulties. 
They are, only catering for the markets and they want us to spin a certain count 
which the mill is not meant to spin, and they will make use of a certain' amount 
of cotton that may not be fit for the counts required, and consequently the mill 
suffers a great loss. Now, what is that due to? It is due to the ignorance of the 
millowners. If they had known the details in the mills from the bottom to the 
top as they do in England this thing would never have occurred. 

Q. Does the managing director in England know everything from top to bottom? 
A. Yes, they have been brought up in the industry. The nme thing in regard 

to the third item. That is too much interference. This is specially common in 
Ahmedabad. The agents do not trust their masters. Even if there is a certain 
amount of machinery or whatever it may be, they want to know the technical 
details inside. They want to know everything you do. Your practical ability is 
of no benefit. They ask us to keep the draft so much and to give a certain amount 
of fuse, to spin. so many counts to make up, a bundle, etc. It is too much 
in terference. 

Q. The first complaint you make is ignorance of details, and now the second is 
that the managing agent endeavours to find out the details and that it involves 
unnecessary interference?, , 

A. Yes. It is in this way. I have no objection to an agent interfering in the 
details of the mill if he knows what he is doing. Whereas, if he does not know 
what he is doing and unnecessarily interferes it is ruining the whole thing. or 
course the third thing is technical training •••••• 

Q. What was your own technical. training, the training you received in the 
mill or elsewhere? . 

A. In the Technical Institute at Ahmedabad, Ranchodlal Chotalal Technical 
Institute, and above that I have passed the City and Guilds London Institute 
Examination through the International Correspondence S"chool course and I have 
also been a member of the Textile Institute at Manchester. 

Q. You had some training in England? . 
A. No. I had to pass, certain ex.aminations of the Institute and then I was 

enrolled as a member. 
Q. Do they hold these examinations in this country? 
A. Yes. Then, the' Board of Directors have nQ power and the agents do every. 

thing. In England the Board of Director~ consists of. various people who' ~ow 
the various mills and those who know the lDternal detalls, and they do everything • 
..... hereas in India it is quite the reverse. You will see in many a mill that the 
Director of one mill will never visit that mill even for one year. The fifth i~m is 
favourites being brought into responsible positions and maintained at high salaries. 
That is common. Specially in Ahmedabad you will find that the officers drawing 
big salaries are relations of the agents in one way or the other. Those people 
might not have worked ill any other mill or have had any experience. They are 
maintained there because they are relations and not because they are competent. 
And in Burma there is the national feeling. 

Q. How does that afeet the industry? 
A. I am going to tell yon how that affects the industry. There is only one 

mill in Burma. In that mill the directors want to engage only Burmans and 
they do not wlLnt to 'give .any preference to Indians, and we have come to kJ)ow 
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that Hurmans cannot work this industry. This industry In "Burma is in an infant 
. .stage and you lind a report sent to the head office every day in which there are 

two volumes containing the number of Indians employed and the number of 
Burmans employed, ,and if there is a vacancy they try their best to get in Burmans. 
Whether they are competent or not does not matter. 

Q. That is a. very small matter. There is only one small mill in Burma.. 
That has nothing to do with the general depression in the industry. 

A. No. That is the first mill started in Burma, If that mill had done very 
well it would have given hopes to other people to start some other mills also. 

Raja Hari Kishan Kaul.-There are a certain number of Indians in this mill « 
A. Yes. 
Q. They are trying to put in Burmans where they can? 
A. Not where they can. Suppose one Indian goes away. He was doing a 

certain job, as a' jobber or fitter. He had been brought from India. Now they want 
a Burman in his place. Well" many a time you have found that he is not capable 
of doing that work, because a man who is required for that job must have some 
experience, must have worked in some mills before. They must have worked in 
mills for 10 or 15 years before they can take up that responsibility. 

Q. If he is unfit, I suppose they will turn him out? 
A. They do not do that. 
Q. They will suffer? 
A. They do suffer. They have suffered. 
Q. It is a very small proportion? 
A. That is why I am going to say that. That is only in Burma. I am not 

going to say that of India. The next- point is non-confidence in responsible officers, 
specially in upcountry mills. In Bombay it is in many ways better_ They take 
-our opinion. They pay us high salaries. In Ahmedabad and upcountry mills that 
is not the case. The officers -are kept because the agents cannot do the internal 
work; they do not know much about machinery. But they do not place the least 
amount of confidence in their staff. Suppose there is a spinning master or a card
ing master who is mixing cotton. Unless you give him the cotton prices and yam 
prices at which you are selling-he does not know whether the firm is losing or 
gaining-how can- he do the thing right? Suppose they give us information-that 
their cotton costs are so much, labour we can calculate very easily, but if we know 
what the cotton was costing or what they would sell their yam for we would know 
whether the mill is going to make a profit or not. Perhaps you may ask hoW we 
ar!' interested. Of course I do not like that the mill should go down. Certainly 
then the agent will say that his master is not a good man. But if they show us 
how they stand every month then we can do something, we can .try to help them. 

President.-Your remarks under this head apply to Ahmedabad and to upcountry 
mills rather than to Bombay? 

A. More of it applies to Ahmedabad than to upcountry· mills. 
Q. Your remarks, as I said, apply more to Ahmedabad and upcountry mills 

. than they do to Bombay? 
A. Yes: 
Raja Hari Kishan Kaul.-How does it affect your ability to improve your outtum 

-or to effect economies in ~he costl of production if you are not told what the cost of 
ihe raw material or the selling price is. You have to try your best to improve 
the production? 

A, No, Sir. I will give you one general example which you can understand 
very easily. Suppose there is a certain amount of coal which can mix with a 
certain amount of some that you purchased at a different price, Suppose by. 
burning that coal you get a certain percentage of power. You do not know at 
what price the coal was purchased at .......... .. 

Q .. But you are not responsible for producing steam. You want steam at I!o 

certain pressure. You tell the Manager or the Agent. 
A, I am not going to speak of my section. Suppose there is a cotton which 

;s producing about 17 per cent. loss in the whole mill, and there is another 
quality of ootton which will produce in the mill say 15 per cent. loss and it gives 
us better' texture and other things. Suppose I knew the price of these two' kinds 
-of cotton-because we have to make these mixings. We use five or six kinds of 
cott.on and make mixings. We want that mixing to be· as cheap as possible, It 
must spin a certain amount of good yarn. If I knew the value of ootton, to get 
beneficial results I can adjust this mixing, to cost me less as well as to give me 
better results. 

Q. Is it not the business of the Manager or the Agent to see to these things? 
A. The Manager's position is no better. I have also worked as an Assistant 

'MAllager. The Manager's position is not different in .Ahmedabad. Invariably a 
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<lOtion spinner will be a m8.4ager or a weaver wi!! be .. manager. A manaCler there 
knows as little as a ootton spinner. The power of a manager in Bombay is quite 
different from "hat it is there. The managers in Ahmedabad are only managers 
for the Factory Act and other things. • 

Q. Really the Managing Agent is the manager? 
A. Yes. 
Q. Then it is his business? 
A. They are responsible for working. You should oompare what material you 

get and what you turn oulr. The agents do not calculate all that. Whatever is 
the kind of ootton they want a certain production. 

Q. I won't press that point further. 'The ryot does not now-a-days purchase 
to such an extent. as he was doing before. He only meets his bare necessities'. 
Have you got any figures to go upon? 

A. No, I cannot provide you with facts and figures. 
Mr. Majmudar.-Mr. Iyer, you have heen saying that Ahmedabad millowners 

interfere to a very great extent in the internal working of the mills. 
A. Yes.' 
Q. It is however the Ahmedabad mills that are making profits and the. 

Bombay mills are not. The Ahmedabad millowners claim that it is because of 
their personal supervision that they are making' profits and Bombay mills are not 
making profits because the managing agents are not exercising personal super·. 
vision. What explanation have you to offer for this? 

A. As I proceed further you can know by the answers that I give to your 
-questions. Ahmedabad mills make profits not because they give personal supervi. 
sion. There is a main feature why the Ahmedabad mills are making profits and 
it is, their oost of labour there is too cheap. . 

Q. To what extent the oosts of labour aJIect the matter we shall discu!!"s later. 
We can leave that for the present. . 

- A. I cannot say that because of their interference the Ahmedabad millowners 
are making profits. Making profits does not mean that it is the result of 
interference. 

Q. It is said that in Ahmedabad also there are certain mills where the managing 
agents do not go into the details of the working of the mills; that they do not 
attend the mills and therefore the mills ate losing. Whereas in the case of those 
mills where the managing agents give personal attention to the internal working 
of the mills, they are doing very well. . 

A. I do not believe it. 
Q. These are hard facts. May I know in what capacity ,you were working at 

the· Buckingham Mill? 
A. As an assistant carder, and spinner. 
Q. And at the Saraspur Mills? . 
A. Carder and spinner. 
Q. In full charge of the Department? 
A. Yes. . 
Q. At Kalol? . 
A. Carder and spinner. 
Q. And it was during your time that the Factory Act was violated at Kalol? 
A: I cannot say it was violated. It may be or many not be. 
Q. Did the mills you were working in, work the longer hours? 
A. They were working and we were getting holidays once in a fortnight and 

once in 60 hours. On new moon and fun moon days we were getting holidays. 
President.-There is a Factory Act in force in Baroda. If you were actually 

working in that State, you must have been aware of the existence of the Act . 
. Were yon not? . 

A. I do not know what Acts they have got. 
Q. Surely if you were in charge of the spinning department of the niill you must 

know whether the Factory Act was in force in Baroda State. • 
A. It is not necessary . 

. Q. It seems cnrious. 
Mr. Majmudar.-The spinnlng master is expected to know it. The weaving 

nlaster, the engineer and all heads of departments are expectea to know that the 
Factory Act is in force. If any prosecution takes place against the manager, the 
manager will cite the spinning master as the man responsible for "'the violation 
or the Act. 

A. Suppose you want the mill to wQrk on a certain day. Do you mean to say 
that. the spinning master .will work his own dep~tment without the consent of 
the managing agents? 
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,President.-The point is that you, as a responsible officer of that mill musl 
have known what the Factory Act in force in Baroda was. ' 

A. I do not know, but we were working, tbat is a fact. 
Q. You were quite. unaware whether there was a Factory Act in force in 

Baroda or not. . 
A. Yes, I was quite unaware of it. 
Mr. Majmlldar.-As regards the managing directors in England what sort of 

know ledge do they possess? Are they practical men or financial men or both? 
A. The Board of Directors consist of all sorts of men. . 
Q. Can you give me any names? ' 
A. I have heard from people who have come from there. I have worked with 

European managers and they have told me this. . , 
_ Q. You know that in England spinning and weaving mills are separate frurn 

one another? 
A. I know that. 
Q. Whereas in India it is a different thing altogether? 
A. Yes .. it is different . 

. Q. And as a consequence if a managing director is to be kept, he will have to 
De an all·round man who knows spinning, weaving, dyeing and everything. 

A. No, I do nob mean to say that. I am not going to criticise the managing 
agent as he is. I do not think he can be master of all. What I mean to say is 
why should not the Board of Directors represent all these people? 

Q. There is a Board of Directors. 
A. It is only a nominal Board. What action does it take? 
President.-Where are you going to get your directors from? 
A. It is an internal concern between the agents. 
Q. You say that the Board of Directors should have the qualifications you 

mention. Where are you going to get directors from with these qualifications? 
A. We can get them. How do they get them in England? Suppose a man 

has been a manager in a mill for about 20 or 25 years and if the mill pays & 

certain remuneration to him do you mean to say he is going, to refuse that joh 
on the Board? His advice is certainly available. 

Mr. Majmudar.-Would not the manager be consulted by the Board of Directors. 
as it is constituted at present, on all technical details? 

, A. He can be consulted. But only in rare cases he is consulted . 
. Q. SO far as I know, it is the practice to consult the managers. 
A. Do you mean to say that the Board of Directors consulte the manager? 
Q. Yes, the agents consult the managers and, if necessary, the managers are 

called to attend the meetings of the Board. 
A. In how many mills have you seen this? 

. Q. Out of the 300 odd mills that exist in India may I know how many 
meetings of the Board of Directors you have attended? 

A. I have attended none. 
Q. Then how can you say anything without practical knowledge? What is 

the use' of criticising wilen I know from personal experience that the 'managers 
are called by the Board of Directors for personal consultation whenever technical 
matters are discussed. 

A. The managing agents call them. 
Q. The managing agents and if necessary, the Board of Directors. 
A. I am not referring to managing agents. How many Board of Directors 

call them? That is what I want to know. 
President.-It is not worth while pressing that point. 
Mr. Majmudar.-Do you do the mixing according to the quality of the cotton 

or the price of cotton? One cotton may have been purchased at a high cost and' 
• still the quality may be low and "ice tl6rsa. If prices are given to you it may 

happen that y')u think that because a certain cotton is low in price you will use 
it only as a lower cotton. As you are a responsible officer kyowing and "distin
guishing the qualities of cotton, I do not see the necessity of your knowing 
the price of cotton .• It is for you to find out the grades of cotton. and grade them 
up as you receive them and then use them in the proper mixinga. 

A. Yes. :rake the other side of the question. Suppose in Ito mill there are·· 
eight or nine varieties of cotton which are prsctically the same in staple aud th~y 
are going to cost differently. Then? . 

Q. You say you do not know the price of cotton. - So far as you are concernpd: 
the agents are putting down t~ mixings for you .............. . 

A. No, no. The agents are not putting down the mixings. 
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Q. So long ... they are not putting them down for you and they allow you' a 
free hand in putting down the mixingaaccording to the staple, I do not see where 
your objection comee in. 

A. ~f there are seven varietiee of cottoa. costing differently .and practically 
~ual lD ~~ple and ~ use in a certain lOon tIP' all bales without knowing the cost, 
10 one m1:lmg that.lB, on only one sort, then the production cost jumps up. 

Q. Are you referring to Ahmedabad practice or Bombay practice? 
A. Both practices. 
Q. In Ahmedabad do not the agents themselvea put down the proportion of 

the mixings? ' 
A. In some thet do and in some they do not. 
Q. If my information is correct, in 80 'per cent. of the mills it is the practice 

to do so. 
A. Yours is only information. I hsve worked there practically. 
Q. Iu the milia you served that waB not the practice? 
A. No, in some millB it was not, specially in Saraswat mills. 
Q. Who were the agents? ' 
A. At that time, Manibhoy, Ichakabhoy aud others. 
Pruident.-Iu answer to Question 15, you Bay that medium countB imported; 

from 16a to .os compete directly with the production of Indian milia. Were an)' 
of the milia in which you were working manufacturing 40a counts? . 

A. Yea, I am doing it in my mill now. 
Q. What cotton are you UBing? 
A., I am using African cotton. 
Q. Did you use Indian cotton in any of thesa mills for counts 'over 80s? 
A. For counts about 36s I have, used it. 
Q. Indian cotton? . 
A. Yes. 
Q. Which cotton? 
A. Tinnevelliea and Cambodia. 
Q. In answer to Questions 20, 21 and 22 you aay you accept the figures there 

given. 
A. Yea. 
Q. What grounds have you got for accepting them? Have you worked them 

yourself? 
A. No, but the Millowners have worked them out. 
Q. They did not work them out. 
A. Then how did they get these figures? 
Q. They did not supply these figures at all. They were given in the 

questionnaire. 
A. I accept them. ' 
Q. What are your grounds for accepting them? 
A. My grounds are, that I think that it is so. That is all. 
Q. Have you. the slightest knowledge of the subjec\ at all? Have you any 

authority whatever for accepting those figures? ' 
A. The only authority that I ean give ia that I have read some journals and 

other booka and from them I think I can accept them. 
Q. But doeB that make your opinion on the aubject worth anything? 
A. Then omit it. ' 
Q. Your Information is !!lerely based on the fact that the figures are men

tioned here. What the Board wanted waa some definite information from 
somebody who is in a position to give it. 

A; I cannot give you any definite information about it. 
Q. Then you say in answer to Question 31 that the • the foreigners study our 

market and supply OUl' needs better.' If they do it, do they not deserve, to succeed? 
A. YeB, that is one thing; then what 'about our industry?: 
Q. Is it not the businesa of your industry to wake up and study the market 

and tlUpply the need better? 
A: . It ia quite tJ;ue, we can wake up, but if we are going to wait till we wake 

up, we are going to sleep for ever. .'. . 
Q. In answer to Question 33 you say • Take for instance unbleached jill ' • 

. What do you meaD by· unbleached jin '? ' " ' 
. A. It iB thick coating cloth, sOmething like drill. , 
. Raja Han Kishan Kaul.-I presume you ~ave got no rate!! in reply to Question 
17. You Bay sucli and such OOuntB sepeClally ,the folloWlDg counts. You say 
they are selling below cost price. Can yon give the rates? . 
A. Yes, I will give you the rates. 20s single at the present market rate, we 

can get at Re. 0·10..6 a lh. of the Japanese yarn. 

, Ii Y 429-18 
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M,r. Majmudar.-Since when? 
A. Since about a month. We can .produce it at this cost. 
Q. What do they quote per bale? 
A. I do not know, that. " 
Q. Their quotations are generally in ,bales. 
A. But I know in the m8orke~ we c80n purch80se it at so mucIt per lb. 
Q. That is not what the Japanese sell at? 
A. That is the Japanese yam. 
Q. Do the merch80nta quote th80t price for J8op8onese y8om? 
A. Yes. 
Raja Hari Kishan Kaul.-And for Indi80n yam? 
A. Indian yam we have to sell 80t that price. Bu~ we cannot afford to sell a\ 

that pnce. 
Q. What is your cost? 
A. It is not worth while to sell anything below 12 annas. 
Q. Twelve annas includes youp profit? 
A. Yes, h&lf an anna profit per lb. 
Q. That is your cost is 0-11-6?, 
A. Yes. 
Q. A difference of one anna per lb. 
A. Yes. 
Q. Ass1lJl1ing that the price is 0-10-6, yon say that is wha.t the merchants quote. 

It is not based on any quotation of the Japanese. 
A.. No. 
Q. And what is the rate for .lOs? 
A. 1-0-0 per lb. 
Q. Tbat is the Japanese quotation? 
A. Yes. 
Q. -And for Indian yarn? 

. A. It· does not pay ns to spin .lOs from America.n cotton, but we are doing it 
for less than Rs. 1-2-0. 

Q. And double .lOs? 
.A. I think we can get Japanese for Rs. 1-0-6. 
Q. And Indian? 
A. We can get this for Rs. 1-3-0. 
Q. You can make it? 
A. We cannot make it. 
Q. You are selling it at Rs. 1-3·0? 
A. Yes, but we c8onnot afford to sell. 
Q. Are you selling at a loss? 
A. Yes, if it is Rs. 1-0-1i it meets our cost. 
Q. But you cannot compete at that price? 
A. No, we cannot comp.cte. 
Mr. Subbll Rao.-Is your quality lower? 
A. Yes, a bit lower. 
Mr.Majmuda,..-In answer to Question 15 you say ~'I am not ~ery 'well 

acquainted with the particular varieties of cloth." And in answer t{) Question 24 
yon say" the imported Japanese goods do not compete with English goods as.. they 
~ of a different variety." If you are not acqua.inted with the particular varietieij 
of cloth, how can you pronounce an opinion about the competition? 

A. In Question 15, the Board wants me to st80te the different counts in which 
there is competition and the varieties of cloth in whiob there is competition. I h80ve 
got figures for the ootton, th80t is for yam. But I do not know about cloth. 

Q. And in Question 24 what do you refer to? Do you refer to cloth or Y8om? 
A. Piecegoods. 
Q. Therefore you give your opinion 8obout competition in pieoegoods although 

you say in reply to Question 15 th8o~ you know, nothing 8obout it. Once you S80y 
th8o~ you 80re not acqu80inted with the p80rticular varieties of cloth and here you pro, 
no~nce· aB opinion 8obout the competition' of ,the veri cloth 8obout which you say, 
you do not know very much. . . 

A. No. it is quite different. ·Tbere they want me to mention speci80lly about 
some cloth. Here they want a general opinion. . 
, Pruident.-But your general opinion must be based on your" acquaintance with 

the varieties of cloth. How can you say th80t imported Japanese gOOds do not com
pete with English goods when you know nothing about either of them? You say 
iureply til Qllestio~ 15 that YOli 1"11 not well ~qllai~teclll'ith the f",~ic;J!:I~ vari.et~Cf. 
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of cloth; U yon know nothing about the cloth, how can you say what competition 
there is between them. . ' , 

A. I have stated here' that I am' not very well acquainted with the particular 
varieties of cloth. As it is I have given in answer'to this question something in 
general fro~ 20s to 4Os. That would be a general answer. I have said here that 
I cannot quote for particular varieties definitely but certainly even as a laymen 
you can very well find out whether the Japanese goods are there or English goods 
are there and whether one competes with the other. That does not want you to 
have special knowledge. I am saying technically particular varieties, jean or drill 
llr dhoties. ' . 

Mr. Maimudar.-You know the costings of, cloth. 
A.-No. ' 
Q. You do not know the particula~ quality of cloth, you do not know the costings 

of cloth and still' you say, you can say immediately as to whether Japanese cloth 
will oust the Indian cloth or not. . 

A. But I know generally at what prices we are selling cloth in our mill. 
Pr6.ident.-~ reply to Section m, Question 35, you say" the following vices 

exist :-(6) Ruination of industry by, deceiving customers." Do you mean that the 
mills deceive their customers or the customers deceive the mill? 

A. The mills deceive their customers. 
Q. 'In what way? 
A. Suppose we have got an order for preparing 32s of certain amount of bales. 

Instead of preparing 32s supposing an agent gives you an order to prepare ouly 80s 
and make it 32s, it fBI deceiving customers. And once the merchants find it out,. it 
is ruinous to your business. ' 

Q.. I quite agree. But is this practice common? 
A. They'must not do it. -
Q. I quite sgree, hut ,is it C9mmon? 
A. Yea, it is common. 
Q. In Ahmedabad or Bombay? ',i 
A. In Ahmedahad in cloth the specification is so many pICks and reeds. In mimy 

a mill you will find as the variety goes out and is consumed in the ma.rket they 
reduce it one pick. Also when you use a certain count in a cloth-generally the price' 
is based on that instead 01 18s or 26s they will tell the spinner to go two counts' 
finer in weft, and they want to catch up this loss in. *e. That is bad for 'the 
customer and once the customer knows it he will not purchase it again. 

Q. He goes to some other mill I presume? 
A. Or buys some foreign imports. 
Q. In your answer to Question, 38, you say'" I do not fear the competition 'of 

tha handloom industry in India provided they ,give up using forei~ 'yam." But 
why should they give up foreign yam? If they can get the yam they want at the 
prices at which they want iii why shmud they give up using' it? 

A. Well, to encourago our own industry they must give up. 
Q. Are you prepared to give up all European goods? 
A. Yes, if our industries are helped, I would give up. 
RajlJ H arikiBhan Kaul.-In answer to Question 35, you have given various items-

long hours. ruination of machinery, etc. Do you mind explaiIJing_them? You say 
there is the ruination of the machinery. What is the reason for the ruination of ilhe 
machinery? • 

A. Ruination of the machinery comes, from one main thing; the non-supply of 
spare parts. Now generally that is the case in Ahmedabad. It is very common 
especially now· a-days in Indian mills. 

Q. You are making a g8l!eral insinuation against all upcountry mills. 
A. Yes. , 
Q. Do YOIl mean to say that in all upcountry mills they do not supply' spare 

parts? 
. A. The majority of the mills. I am not going to say they do not supply them, but 
nob to the extent required. ' 

Q. Are your remarks confined to Ahmeda~ad or do they apply to upcountry mills 
as well? , ' . . 

A. Upcountry and Ahmedabad and some of the Bombay mills also. , 
Pr6.ident ....... Which Bombay mills are you referring to? Please write them down. 
Raja HarikiBhan Kaul.-Leaving ',the Bombay mills, alone there were 250 mills in 

India andy01i SILY the maj?rity of these. m~lIs do not provide sufficient spllre plIrta 
rmd 'QOnsequently the l!lach1llery goes to rum' ' 

A. Yes. ' 
li y !I~1I-18/1 . 
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Q. About how lIlany mills does your experience cover? About how many mills 
do you actually know? . 

A. As far as A4medabad is concerned, I have seen not less than about 40 mills. 
Q. When was that?· 
A. When I was there. Even during the war time. 
Q. Four or five years ago. 
A. Yes. ' 
Q. How a.bout to·day I' 
A. To·day, I know because I have been there twice. 
Q. I just want to know what the value of your statement is, what valul> we are 

to attach to it. How many mills have you seen recently? 
A. I.have seen about 8 mills. I could only visit that much when I was in 

Ahmedabad last year. 
Q. Eight in Ahmedabad? 
A. And two in Indore and one in Jubbulpore. Three·in Calcutta, one at Jal. 

goon,-all these I know personally. 
Q. About 16 mills you know personally? 
A. Yes. 
Q. Out of 260? 
A; Yes. 
Q. And 011, the basis of that you say tbe .. majority of the mills"? 
A. No, you cannot calculate at all on that basis. I mean to say maj6rity of 

lIle mills, because we have got friends who are working in other mills. 
Q. The rest of your information is based on hearsay? 
A. Yes. 
Q. Then you talk of waste of energy in wQl'king? 
A. Supposing these millowners could use some machinery in plllC~1lI where they 

a.re necessary,. where we could reduce the number of workmen, well, they can save 
so much money. . 

Q. Can you give some examples? 
A. Specially in the mixing room for instance where there are seven to eight men 

employed in every mill, generally where haud mixing is done; whereas if you put 
a machinery there YOIl need employ only two men~ 

Q. "'nat does the ins!itllation cost? 
A. It may cost about If,ooo to 4,000 rupees. 
Q. Have YOIl worked out the comparative cost? 
A. Yes. I think it is very much cheaper if capital is available. 
Q. It is not a question of capital being available. 
A. In the long run they would be the losers. They did not do it till to-day when 

capital was available. 
Q. You say that if these upcountry mills do not get over these vicee that you 

mention, they will have. very soon to shut up? 
A. Yes. 
Q. YoU! advise them therefore to do it now when· they are making very little 

profits or no profits' 
A. Yes. Here is a statement I have made from the balance sheet. There were 

times when this_ miU made high amounts of profit, and 'you will find' the stores 
consumed there are practically the same. Even in the boom they did not spend. 
After the boom also they do not spend. . • 

Q. I thought we were talking of the mixing 'machinery? 
A. Yes, Sir, it is the same thing. 
Q. Next you come to production. You want as much production as possible. 
A. Yes. 
Q. Is that a defect' 
A. Yes, suppose your machinery is doing a certain production in certain counts. 

'You have found it out that it will stay for about six months. Now .that means to 
show that for working six- months you can give a good allowance for various things. 
Now, you want more production in the machinery. You cannot increase it in any 
other way............ . 

Q .• You cannot increase the production by mixing' . 
-A. It is ~ot B question. of m,ixing. Then they tell us to speed it up. Speeding 

np the machmery means Its rum.· . . . 
Q. You mean to say that the upcountry mills have a certain amount of advantage 

but it is a tcmporar~ one an~ th~y are going to lose it. You say under Question _35 
.. though the extensIOn of mills m upcountry centres has affected the prosperity of 
mills in Bombay I am glad that this has facilitat~d the industry in general .... : .. : .... 
bill it must ~t the 8~me time 1:>e reJllemb\l~4 ~h!!~ ~f certain c:!uicl!: ~lter8.ti~n8 8~ 



not made in upconntry mills the industry IS sure to deteriorate." It is a sort of 
disadvantage? 

A. The advantages overweight the disadvantages.they get: 
Q. Those which the npcountry mills have got are only temporary, and. they are 

losing them? 
A. Yes, generally losing. • 
Mr. Ma;mudar.-Mr. Iyer could you' give us a specification of -the mixing machinery 

that yon are referring. to? also an idea of the initial cost, of the horse-power that 
" would consume, and, the saving that could be effected in men? 

A. If you want I sha~ calculate and send it. . . 
Q. Yes, because that will enabiOli us to find out how far the various mills have 

neglected to put in the necessary machinery. 
A. I have got in my mill a machinery like that and I will give you the particulars. 
Q. And the saving you can make in labour. 
A. Yes I will send it to you. 
Q. Also please mention the power needed for running the machinery. 
A. Do you want the general horse-power? 
Q. Yes, we shall be able to calculatq- from tpat what it costs to run a machine 

for the whole month. 
A. But practically you can take the horse-power as negligible in a big mill. 
Q. If everything is taken aa negligible no engine will be necessary. What do you 

mean by .. greediness for production .. ? _ 
A. There are many people who want much more than the machinery can produce 

onder normal conditions. 
Q. Yoo mean that when the prodoction of the spindle should be 100 they want 

110. . 
A. Yes, they want it. 
Q. Then yoo mentiolf that they sell yarn as 1I2s and actoally spin 80s. But for 

32s they have to give 32 knots. How do they manage it? By short reeling. 
A. Yes, short reeling. 
Q. Is that the Bombay practice also? . 
A. Very small in Bombay. It applies to the major portion of the mills in 

Ahmedabad. 
President.-Coming to Section IV, MiH Management, you-say as far as I can 

gather, Mr. Iyer, that &II the systems under which the mills obtain their remunera
tioo are defective. What system do you advocate? 

A. Except this. 
Q. Except which? 
A. A. Baud C are defective. 
Q. You ohject to a percentage commIssIon on purchase and sales; you object 

to a percentage on prodoction and you object to a percentage on profit. What system 
of remuneration do you advocate? 

A. A, Band E are defective. 
Q. Your evidence has been seot up in such a way that it is difficult to avoid 

making mistakes. If you go before anotber committee, I hope' you will send in a ' 
properly typed copy which will qot give so much trouble. You advocate a commission 
kin profits?-

A. Yes. 
Q. It is the usual system in Bombay. t' 

• A. No, it is tlot the usual system. 
Q. Not the usual system in Bombay? 
Mr. Subba Rao.-Barring seven mills. 
A. You were told so? 
President.-The information is available from any balance sheet. The halance 

sheets -of 82 mills can be examined. . 
A. IDstead of that examination if you had enmined the contracts of the mill. 

owners with the mills then you could have known it much better. Every millowner 
has got a Contract with the firm giving out the terms on which he is going to manage 
the mill. If YOll had just seen that, it would have told you all about it. . 

Q. What PQ you mean? 
A. Before an agent takes up a concern or starts it he makell a contract with the 

Board of Directors. There it is specified that he has to get so much commission, If 
you had seen it would have given you Ii> different idea. Balance sheets will not give 
you ~hat information. 

Q. This statement is made hy the millowners. Do you think they would give 
us a wrong information on such a point? -

A. If you want to believe them I have !1oobjection. 
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Q. tt is not a question of our wanting to believe. It ill a question of probability. 
1 can have the managing &genay agreements examined and find out exactly what 
the terms are. Tile millowneg, know that. They will be quite prepared to send 
the whole of the 82 agreements and they know that I can examine them. And if 
they make a statement of, that ltind, and the examination does not bear it out, well 
the results are obvious. -' . 

A. You are to judge. If you say it satisfies you, I do not say anything more. 
Q. If you say that that is not the system prevalent in Bombay will you furnish 

me with the names of 42 mills ~ which it is not the system .• You say the majority 
of the mills in Bombay do not adopt the system of commission on profits. 

A. I am not going to say only about Bombay. ' 
Q. We were talking about Bombay. , 
A. I do not say for Bombay. The majority of the mills. You may have 

misn,nderstood me. ',' 
Q. But that was what you said a few minutes ago. However if it is a mistake, 

well and good. If that statement was made in the hurry of the moment well 
and good. The point was that the system of commission on profits is the most 
common in Bombay. Do you agree to that? ' 

A. Yes, I agree to that. 
Q. In regard to Ahmedabad, I understand that commission on sales is the 

Inore common, in fact almost universal. Is that so as far as your experience 
goes? 

A. That is of course commou. They also get a certain percentage on purchases 
and sales say 1/8~h per cenll. 

Q. On all purcliases? 
A. Yes. 
Q. That is common ~n Ahmedabad? 
A. Yes, and in some mills they got a certain amount for travelling allowances, 

etc. 
Mr. Subba Rao.-What are the monopolies you speak of? , 
A. What I can say about monopoly is this: For instance take purchase. Now 

they may purchase it from people that they may favour and pay a better rate 
.than what they can get it for in the market. If you can examine all the agree
ments they have got with the firms you 'will know what are ,these items. 

PrB8idmt.-In answer to Question 44, you say it is common for the resources 
of one firm to be invested in 'another. 

A. Yes. _ 
Q. Are vou referring to Bombay or Ahmedabad? 
A. Both. ' 
Q. Can you give any instances in Bombay? 
A. Yes. 
Q. Write it down please. 

r-rhe witness then wrote down a name and handed it over to the President). 
Q. Thank you, Mr. Iyer; but this is only one ~stance. 
A. In Bomba.y I cannot quote, more. . 
Q. You aaid in Ahmedabad and Bombay it is common. But this is only one, 

instance. Can-you call that common? It is no good bringing these reckless 'aUega: 
tions if you cannot substantiate them. If you can only give one instance you 
cannot 011011 that connnon. There are 82' mills in Bombay. You give me only OI¥l 
instance. Can you call that a common practice? toan you give more instances? 

A. I will ,write them down. ' 
(The witness handed over a list of names to the President). 

Q. That only brings the total number to four, and I do not know whether all 
of them come within our definition. But I will. have the matter looked in,. 

Raja Harikishan Kaul;-Do you consider the suggestion made in the last para
graph of your &nswer to Question 41 practical? You suggest that the Board should 
meet once a week and discuss and decide all matters concerning the firm, and 
that the agents power must be limited and that nothing must be done without 
their approval. What about finance? . . .. -

A. "l'he mauaging agents as well as the shareholders finance the mill industry 
now. • 

PrB8ident.-But have not the shareholders power to elect the Board - of 
Directors? 

A. The agent acts as he pleases without consulting the Board. Take for 
illstance the Board meetings. How many BOlioi'd meetings do they have and' 
what are all the subjects brought np ·and discussed at their meetings. 



Mr. Majmudar.-Can'* ilie shareholders appoint new directors at the next election? 
A. But they will have to wait for one year more. 
Q. Whose mistake is it? Do you know in certain csses the agents lind it 

difficult to form a quorum? If the shareholders do not take interest, is it the 
mistake of the agents or of the shareholders? If the shareholders take interests 
in their own concerns,is it not possible for them' to put in any director they 
like? 

A. There is a law no doubt iliat they can do it. But they do not do it. 
P,uident.-Whose fault is it then? 
A. Why do they do it in other concerns? What about these banks. How can 

,they get a quorum and a mill cannot get it? ' 
Q. If the shareholders take an interest in thl! concern, a sufficient number' of 

them tum up to form a quorum. 
Raja Ha,ikilhaR Kaul.-Is your suggestion practical? 
A. Yes. 
Q. Will a mill ageJlt agree to finance a mill on the understanding that he 

will have absolutely no .power and he cannot do anything without the Board? 
A. The fact is this. These experiments had not been tried. In one case it 

has been tried and it has been proved practical. That was in Burma. This 
experiment was tried. It was a certain managing agent who financed but the 
Board had to decide everything. 

Q. You must give the example of a' mill which is 'working properly. 
A. There are no mills in Bombay and Ahmedabad. 
Q. Not one working properly. 
A. Working properly, but not on this basis. But as for the system being 

possible, it is possible. 
Q. It has not been tried anywhere? . 
A. No, in one place it was tried and it succeeded, 
Q. But ilie mill failed? 
A. The mill failed for some other reasons, not for this. 
Mr. Maiumdar.~In reply to Question 40, you say that further ecoDO~ are 

possible. Which mills are you referring to? 
A. I can 8ay generally of the mills, or you can take for example the mills 

where I have worked. ~ 
Q. How many mills have, you worked in during the last three years? 
A. Three mills. 
Q. One year in each mill? 
A. No, I have been over two years in Bombay and just before that I was in a 

mill. ' 
Q. In all the mills that you have gone to, you have made economies? 
A. Yes. 
Q. To what extent ·did you economise there? 
A. You want the percentage? 
Q. A rough idea. 
A. About 10 per .cent. 
Q. In what? 
A. In the use of stores and labour. 
P'lI8ident.-We would like to have full details as to how economies can be 

effected to the extent of 10 per cent. in the spinning department. If this could 
be done, our labours would come to a successful conclusion. ' 

A. I will write to yon later. 
Mr. Majmudar.-With reference' to the Board of Directors you are saying that 

it must be a representative body of shareholders, capitalists and workers. Do you 
mean that the workers must be put in as Directors? 

A. Yes, certainly; they must have a representative there. 
Q. The people who you say are incompetent? In one place you say they ale 

incompetent and in another, you want them to go on the Board of Directors. 
A. Yes, they will have to represent their 'interests. 
Q. I see, it is from that point of view you want them. 
A. Yes, suppose the Board of Directors decides on doing something. That is, 

cutting down wages or lessening the number of workmen. From the workmen's 
point of view they must have a say in it, before the Board comes to a decision. 

Prll8ident.-Can they not have their say without lH:ing represented on the Board 
of Directors? , '. 

A. The Board's decision will be carried out ,and they can have their say only 
when there is a strike. If there is no st~ike no one will consider their grievances 
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Mr. Maimu'dar.-Is it the only purpose for which you want the workers on the 
Board? I thought you wanted them also lor giving advice or guidance to the 
Board. 

A. Yes. 
Q. In answer to Question 43 you say • I came to know that the chairman of 

the Directors was touring apparently collecting shares ......... ' Will you please 
give us the name of the mill, and the name of the Director U you can? 

A. When I give you the name of. the mill you can know the name of the 
Director. I will give (You. 

(The name of the mill and the Director was written and handed over to the 
Board). 

President.-With regard to your answer to Question 51, what do you mean by 
saying • many bogus firms beulg started.' Are you ,referring to bogus mills or 
bogus finns? . 

A. Mills as' well as some firms. 
Q. What bogus mills have he"n started in recent years? 
A. Mills have been started. Certain mills have been started "and shareholders' 

capital has been involved and after a certain amount of time they did not work 
and they have had to wind up. Consequently shareholders do not want to invest 
money on mills that are newly IItarted. ' 
'Q. Can you give us some instances? 
A., Just now I cannot do so but I will send them later on. 
Q. You 'say in India money is borrowed from 9 to 20 per cent. But surely no 

mills have to pay 20 per cent. for their money. 
A. They were borrowing in Burma at that, rate. 
Q. If you were to leave Burma entirely out of the question, we might get on a 

little faster. Experience of mills in Burma is of no use to us whatever. We 
&rehere to deal with 336 mills in India. We cannot draw any ~ference from 
what happened in one mill in Burma. 

A. If you want instances of money being borrowed at the rate of from 9 to 
12 'Per cent., I can give them for India. 

Raja Harikishan Kaul.-In what respects are' Bombay mills at a disadvantage 
in respect of fuel? They are using eleotrio power. Most of them. 

A. !l'he electric GOst comes to much more than the cost of the coal consumed. 
In Bombay if you will take a mill which is working with coal and a mill which 
is using electricity you will find that in thE! mill where they are using coal the 
cost is less than what, it is for power, oil, fuel, crude oil and electricity. 
. Q. Can you give us the figures for the three? 

A. I will send them, if you want them; 
President.-Why have the mills gone over to electricity if it is dearer than 

coal? 
A. They do not go now. They went for it before thinking ,that it would pay 

them. 
Raja Harikishan Kaul:-In answer to Question 59, you say that' In upcountry 

Diills where it is hot, the humidifiers can maintain a low temperature at a very 
slight cost'. Can you give some idea of the cost? 

A. I shall send it -to you. 
Mr. Majmudar.-When you say that those mills which are burning fuel are 

better than those using electricity, are you comparing a mill in Ahmedabad with a 
mill in Bombay. 

A. A mill in Bombay and a mill in Bombay; two mills in Bombay. 
Q. Are you making a comparison with the cost in a mill where a new engine 

is installed or where the old engine is running? Have you taken into account the 
interest and depreciation charges due to the cost of replacing the engine at 
present cost? 

A. With an old engine and not a new engine. 
Q. Have you got complete details of the costs ~ 
A. Yes, I will give them ~ou. 

PresidenJ.-Then in answer to Question 62 you say that • the mills pay about 
Rs. 10 to Re. 20 a bale more- for cotton than the Japanese do.' The ,Millowners' 
Association said that they were unaware that they were paying more. 

A. It is not a very common practice in Bombay. But it is common in up· 
country and in Ahmedabad. 



Raja H arikiahan Kaul.-Ithought they were paying less being nearer the cotton 
market. . 

A. What I say is this. The cotton that is purchased in the mill is debited to_ 
the mill account. That is what is prevailing in the market in that country. 
Suppose I am speaking of Jubbulpore. They pay 10 to 12 rupees more and they 
debit this to the mill account, what they purchase in the market. 

Q. At Jubbulporll. where there is an upcountry mill it purchases cotton in the 
local villages or in the local msrket and the cost of landing that cotton at the 
mill is greater than the cost of cotton purchased upcountry and railed down to 
Bombay ready for shipment to foreign countries? Do you mean to say that the 
price in the latter case is less? What is the margin? 

A. The margin I am speaking of is between that at which you can get it ready 
on that date in the market and that at which it is booked to the firm. 

Q. If Ito purchase is made and 10 to 20 rupees are added to the price, it may 
not, be profitable at all. But the question is different? 

Pr68ident.-You say the continuity of work in Bombay is much more satisfactory. 
But we have been told that there is a much more permanent labour population in 
Ahmedabad than there is in Bombay. Is that not your experience? 

A. No. 
Q. You say that labour comes and goes more frequently in Ahmedabad than 

in Bombay. 
A. Yes. 
Q. If that is so how is it that the percentage of absenteeism is so much less? 

You do not agree with the Labour Office figures? 
A. No, I do not agree with the labour figures supplied for Ahmedabad. 
Q. You do not accept those for BomJ>ay either? . 
A. No. 
Q. Why do you disagree. What are your figures based on? 
A. My figures are based on the nUllJber of workmen employed and the absentees 

daily. 
Q. The absenteeism in your mill is only 5 to 10 per cent. That is very much 

lower than the average for Bombay generally? 
A. Yes. 
Q. This is based on the experience of your mill and the mills in which you 

worked? . 
A. Yes. 
Q. The Labour Office figures "'are based on the detailed returns supplied. b" all 

the mills.' . 
A. Perhaps those figures may give a better idea than what an individual mill 

can do. ~ 
Raja Ha,ikishan Kaul.-Is that 35 per cent. also based on figures of one 

individual mill? Which mill is it? Is it in Burma or Jub1!ulpore? 
A. It is in Kalol. -
President.-You say you want to say something more about technical education. 

If you let us have your views very shortly as time is getting on, we shall be 
glad. What do you wish to say? , -

A. Technical education as it exists in, India at present in the textile industry 
is not on a sound basis. I want to say two things. That is in regard to the 
system adopted in the textile institutes as well as the recruitment of officers. 

- With regard to the recruitment of teachers in Technical Institute, I may say 
that all the teachers are men who have just come fresh from .the Institute and 

. not men who have worked in any mills for a long time or-,even in any decent 
capacity. Consequently we find that they cannot impart practical education so 
well as theoretical education and when these students go out of the Institute they 
6nd they cannot get any good employment in mills.' So what I would advise is, 
to recruit teachers. who have got long experience in the industries as well as 
those "Who have had technical education rather than taking teachers from their own 
staff. And I would alsC! say that more Technical Institutes should be started than 
are available in India. And also the education itself that is imparted in the 
Institute is defective. In the Victoria Jubilee Institute which is one of the best 
Technical Institutes, .they give only 6 months' training at -the end of 3i years. 
Instead of that if in each year they devoted a portion or at least three months to 
the. practical side of it and made their students work in the mills, then they would 
get better education. What happens in this' case is in tlie first year they have got 
a certain course, in tbe second year a certain course, in the third year 11 certain 
course. It is tei<en as if it is University education. 'They study according to the 
syllabus in the first year 'and in the next year generally they -'orget what they 
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have studied lin the first year and in the third year it is the ,same thing. Con· 
sequently when the students come out, even if they get employment, it takes them 
a very long time to pick up all these things. 

Raja Harikishan Kaul.-Did you introduce the bonus system in your inills? 
It is an improvement. 

A. Yes. 
Q. Can you give us some ideo. of the improvement? Some figures? 
A. Yes, you 'can compare it. As the President has said, the general absentee· 

ism in Bombay is greater than what I have in my· mill. 
Q. We cannot base our conclusions on the figures of one mill. 
A. That is wh&t I say. I have made this improvement. 

,Q. What was the absenteeism before the introduction of the improvement and 
what is the figure after introduction? 

A. I will send you the figure. 
Q. Can you give the figures of wages of other industries in Bombay? 
A. I cannot give them. 
Q. With regard to Question 77, you say you .. accept this opinion as far as 

upcountry and Ahmedabad mills are concerned but not Bombay." 
A. No. 
Q. Why? 
A. Because in Bombay other industries pay as much as the textile industry. 
Q. How much do they pay? How did you arrive at that conclusion? 
A. Generally speaking the pay of a mill hand ill' Rs. 27. I am speaking 01 the 

spinning department. 1111 Bombay even domestic serva.nts get their food and Rs. 15. 
Q. It does not come to Rs. 27. 
A. What about food? 
Q. Food does not come to Rs. 12. 
A. 111 comes to Rs. 12. A man cannot get his food for less than Rs. 10. 
Q. Still it is less than Rs. 27. 
A. It may be a rupee or two less. 
Q. What about the weavers? 
A. Of course the weavers get a better wage. They get about Rs. 40 to 45. 
Q. Can you give any definite figures? 
A. No. 
Q. As for household serva.nts, that is not a regular industry. 
A. You can gauge from what even municipal coolies are paid. 
Q. What are they paid? • 
A. I do not think they are paid less than Rs. 23. Even the scavangers get 

Rs. 18 plU8 Rs. 6.' , 
Q. It is less than Re. 27. 
A. What work do they do Bnd what work do the mill people do? 
Q. We pay chaprasis Rs. 20. 
A. What is the kind of work they do? 
Mn. 8ubba Bao.-You say in Madras the bonus system has been found successful. 

You SIlY again in Madras the daily a.bsenteeism comes to 10 to 15 per cent. That 
is more than 'Bombay. It does not look as though the bonus system l\as been 
helpful. ' 

A. The bonus system has helped; much. In Bombay there is a more permanent 
popuilition of labour than there is in 1<Iadras. So if we had no bonus system in 
Madras then it would have been worse. than 15 per cent. 

Q. In answer to Question 73, I suspect you have not quite understood the ques· 
tion. You say the turnover is 75 to 85 per cent. What do you mellon thereby? 
You mean the number of people to tum out a, certllin amount of work? 

A. Yes. 
Q. The question is how many people rema.in in the f]lctory and how many leave 

'and so on. 
A. Yes I have misunderstood the question. 
Mr. Majmudar:-Are there many mills round about your milf, 
A. Yes. 
Q. How many? 
A .. About six. 
Q. Is it not due to location that the attendance is good in your factory? 
A. No. ' 
Q. Since when did you introduce the bonus system in your mill? 
A. For over eight months. 
Q. Before that the attendance was poor. 
A. Yes, poor. 
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alterwards ? 

A. Yes. 
,t'ruident.-You say that labour in Ahmedabad is much cheaper than in Bombay. 

Can you give us some figures in regard to that? Accordiug to the Labour Office 
there is very little difierence between them. 

A. I will give you figures-the wages we pay here and the wages we pay there 
tor a mill of 80,000 spindles.; I will give figures showing our wages amount to and 
what their wages amount to. 

Q. And also wages per head so that we can see what difference there is. 
A. The cost of production for 100 Ibs. in my mill comes to Rs. 10·8·0 whereas 

in Ahmedabad it comes to Rs. 7·8·0. Where they have the, same counts in the samll 
mill the difference is about Rs. ~ to 3 per 100 lbs. But of course in Ahmedabad 
they may engage a few more men., They engage generally more men than what we 
do here. Of course they may pay a little more wages there. But generally speaking 
the cost of production there is much less than what it is in Bombay. 

Mr. Maimuda~.~Do they engage more men? 
A. Not to such an extent. If one workman in,Bombay is paid Rs. 80, in A)pned· 

abad they pay Rs. 20. There is a saving. 
PreBident.-The only question I want to ask you about remedial measures is lD 

regard to Question 115. You say"that you are in favoUr of an import duty of 25 
"per cent.? 

A. Any amount up to 25 per cent. . 
Q. .. Provided the millowners promise to utilise the benefit thus arising to the 

benefit' of the industry .. ? In what way? • 
A. That is, they must have depreciation funds enough and also they must not 

declare big dividends. , 
Q. lIow is that to be stopped? You want to have an Act? 
A. Yes, have an Act. 
Q. I ,do noll know 'whether the millowners would relish, more legislation from 

what they told us yesterday. 
Raja Hart KiBhan Kaul.-In answer to Question 103 you 'say .. as I think that 

India can very well consume its mill produce one need not care so much fOil overseas." 
Is this not why you have not the foreign market, trying to be self·sufficient and not 
looking after foreign markets? , 

A. Why should we care for foreign markets when our markets ,themselves can 
consDine the yam? 

Q. You want to confiue your attention to this country and not pa.y attention to 
" foreign markets? 

A.-When we, can supply our own markets better why should we care for other 
markets? 

Q. That is the policy which you advocate? , 
A. Yes, Sir. 
Q. In regard to Question 106 you say .. certainly prices will rise on the goods 

on, which duty is imposed to such an extent that foreign goods will be able to sell 
in the market. You mean to say that the prices will rise to the level at which 
the foreign importers will be able to sell cloth? 

A. No, if the import duty goes up the foreig:n cloth .will have to be sold at a 
certain priCl/l. It will be higher. 

Q. Up to the limit of 13 per cent.? 
A. Yes. The consumer does not like to pay that priqe ,and then he will buy the 

Indian cloth. ' . 
Q. The price of Indian cloth may rise? . 
A. It may not rise. It may remain what it is. Yes, it will rise to a certain 

extent and we shall be benefited. 
Q. Up to the limit at whicli would become profitable for the foreign importers 

to sell cloth in spite of the duty. That is what you mean? ' 
A. Yes. 
PreBident.~In your ~eply to Question 116 you say .. the income of the cotton 

growers will not be affected but on the other hand an, export duty will make them 
grow better cotton." Would an export duty force them to grow better cotton? 

A. :rt is just like this. By growing a certain kin~ of cotton he can get only so 
many candies of cotton. If he can improve the cotton he can get a. better amount. 
That will benefit him. ' 
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Q. If you put tax on the cotton he is growing, do you consider it is likely to make 
him grow better cotton when he is not doing it now? 

A. As the pri~ of cotton goes up the English people will not purchase it, 
whereas if he can grow a better cotton, a long staple cotton they will purchase it. 

Q. But the export duty has nothing to do with it. 
A. Why not1 
Q. He can always grow better cotton if he wants it. 
A. Now, this Tariff Board would not have been appointed unleBB the industry 

was in depression. Because the industry was in depression the Bombsy Millowners 
fought for it and the committee was appointed. 

Raja Hari Kiahan Kaui.-You say he will realise less prices. That is, the duty 
will have to be paid by him 1 

A. No, by the foreigner who is going to purchase the cotton. 
Q. Unless he grows better cotton the foreign purchaser will not purchase at the 

same price l' -
A. Yes. 
Q. Then, the price of the cotton he now-grows will come down? 
A. Yes, in foreign markets. 
Mr. Mojmudar.-Have you any idea of the cost of production of different kinds 

of cotton to the agriculturist? 
A. Yes. 
Q. Does it pay the cultivator to grow short staple cotton or long staple cotton? 
A. It will pay the cultivator to grow longer staple cotton. 
Q. That is not the experience of the cultivators. 
A. Because the cultivators are keeping whatever market they have ~t. The 

case with the longer staple cotton is this. It does not produce as much as the short 
staple cotton produces. 

Q. And therefore he does not realise the same amount? 
A. The ratio you must remember. 
Q. The total amount realised from short staple cotton is more than in the case 

of the longer staple cotton. That is said to be the general experience. Is your 
experience different? 

A. It is different from that. 
Q. What is the authority for that statement? 
A. No authority. It is my experience. 
Raja Han Kiahan Kaul.-Do you know that long staple cotton is more delicate? 

On account of bad weather conditions it may yield! .less. 
A. It yields less in India simply because the climate is not suitable· for it and 

the cultivators do not take the interest that they should take. 
Q. What ~ mean is the climate .is less reliable, and in some years it may fail 

a.l~~et~:r~ay fail, but it fetches a better price, and if the mill getS it we can utilise 
it better. 
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Wi&ness 1(0. 73 

Mr. C.I. PAREKH, BOMBAY 

Writlm 81a1anant dated Is' 8eplemlJer 1926 

I am neither at present interested as.a mill agent nor am t an owner of mills but 
being ~n ~uch with the mill basin~ I wish to e:x:prese my views on. the management of 
the null mdustry. Honllllt, economIcal and effiolent management 18 required. 

The word .. Mill Owners' Association" is a very misleading word as hardly two per 
oent. .. millowners .. will be found representing the Association. Therefore it ought to be 
oalled .. Mill Agente' AlISOOiation ". The mill agente are the trusteee of the concerns 
~hey ~~ and. t~ere~ore they ought to ~age them as ~rustee~ ; _ but t~ey are laoking 
In their duties, coB8ldenng that no one oan r&l88 any question agamst their actions. 

DepreMicm 

At present there is a world-wide depression due to the after-effects of the last war. 
The depression is great in the cotton textile industry. Bombay is largely interested 
in the industry. There was never any better prosperity in the trade than in war time. 
The ordinary profits in the industry were aBout a quarter anna per lb. in cotton twist, 
and about half to one anna in cloth, in past years before the war time and in those times 
th088 who managed the mills recklessly had to shut up the ooncerns. The mill agents 
and other public having taken advantage of the war designed to loot the Government 
by supplying war materials, at higher prioes, and made enormous profits, whereby the 
mill agents along with the investing publio entered into speculation of different kinds 
including the extension of mills, dec1aring high dividends enhancing prioes in shares 
artificiaUyand spending extravagantly all their profits. 

Under the aforesaid circumstances they themselves brought about chaos and found 
it difficult to manage their affairs economically in normal times. Those who have 
managed the concerns efficiently have not felt it even now when we talk about depression. 
Depression will continue until all over-capitalised mills arrive at a normal stage. 

Under wide speoulative fluctuations in cotton rates there will nner be a corresponding 
rise in cloth and then.fore those mills which have a capital debt will be always suffering. 
In the past there was not much fluctuation in cotton prices as speculation in ..otton was 
very limited then. There should now b.. a legislation for stopping any forward transactions 
in cotton whioh will -save speculative fluctw.tions and will be a help to adjust the price 
of cotton with cloth prices and thus it will improve the Indian to. xtile industry to a certain 
extent. . 

J apaflUe ·compelili?" 

Japan has been competing since 1895 when the Bombay plague commenced in India. 
They found their purchases of cotton oheap as Bombay mills could not work. They 
were oheated at m.any places in purchasing the proper quality of cotton and they had to 
Buffer in the shape of " buksheeah .. paid by the vendor of cotton to the mucoadum of 
the purchasing firms. The Japanese w.re ignorant that they had paid Broach prices 
for machine ginned fine Etawa cotton. In spite of this, they stood first in China, in 
oompttition with the Indian yam in China, and since then Indian yam has lost its llOsitipn. 
Indian yam of eo&rser counts also lost its position in Germany, as the quality of yarn 
shipptd was heavier than the yam sample of the quality sold. The same thing happened 
in cloth in India. At the time of the Bengal partition everyone used to buy Indian 
made cloth. 

Our wise mill agents supplit>d the cloth from England and Japan without the stamp 
and markbd in Bombay as made in India._ The secret was known to the publiu and 
they thus lost the confidence of the public aJld the mills had to suffer. It shows the 
lack of integrit.y of the mill- agents. This is the re!'80n why the Japanese are enjoying 
advantages in selling their cloth, though the pnee depends alwaye upon the supCly 
and demand. 

In Bombay very few agents know the quality of cotton, and they have to rely upon tho 
cotton selector and -muccadum. H there is proper supervision of the purchase of cotton 
jPdld the sale of cloth, mills, without ent~ring into any speculative transactions are bound 
to earn 8ufficient to declare a dividend but .they can't earn extravagant agency 
commission. 
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Oool-
Hardly any mill gets the pure quality of coal purchased. Coal muccadums can never 

deliver the quantity of 100 tons coal taken from the st.eamer or wagon at the mill's premiees 
without loss in transit. _ But the mill clerk will always give a 100 tons receipt even though 
less may have been delivered. There is a great mystery about this. Now sl'veral mills 
are equipped with electric power but the cost will be much more than the coal prioe 
calculated on th~ present basis. 

Sloru 
This is a third item in whi.:h mischief ;s being done. _ The relatives of the mill agents 

supply stores: some mills olerks have passed empty oil cases and payments were made. 
The less said the better. . . 

Oolton, Cool, Sloru and W MIs 

nese are the four items where strict supervision is required and as long as there is 
no proper control no bounty nor subsidy nor ~uty nor exchange will help them. . 

Banki7!{/ /fJl'iZitiu 

The method in England is quite different and if the same be adopted in Bombay the 
result will still be bad owing to low business morality in India. I presume that the 
Imperial Bank which used to advanc .. on the cash credit system on the security of stock 
and stocks in process of lien to the baBk has lost a large sum in such advancE'S. -This 
is one of the reasons why banks ask guarantees of managing agE'nts of the millS. Mill 
agents have also gone in for speculation in mill shares and the public (who used to deposit 
in the mills even at a lesser rate of interest than the local banks can ofif'r) lost confiden;:t; 
in them and startedinvl'sting in GOVbrnment securities. It is dUE! to thE' fault of mansging 
agents. 

Those mills which have gone into liquidation have done so beeause of mismanagement 
and not because of trade depression. All over capitalised mills even now are bound to 
go into liquidation sooner or later. 

WtJ!l68 

No doubt there has been a good rise in wages but it can't be helped unless the cost of 
living is reduced andthis oan only be done by stopping entirely the export of cotton and 
wheat. I am of opinion that thereby all food priaes will go down and then normaloonditions 
will be established in the whole of India. Exohange will also be adjusted automatically 
owing to suppression of export. 

Directors 

Sir N. N. Wadi a says that the directors are n.ot black sheep and dummies. I would, 
agree not to say black sheep. They are really" black sheep" without any black spotl!. 

To my knowledge they are mere puppets in the. hands of agents and only care for fees; 
some directors may not have any knowledge of the mills; most of the directors on the 
board are partners in the firm of the managing agency with one or two extra titled-persons. 
I would say further that some directors attend meetings to take their fee and go away to 
attend other meetings. How can we expect any indE!pendentmanagement in such a 
board of direotors t . 

Balance Sheets 

There is always" gotala .. in showing the price of stook in mills and profit or loss are 
shown as th~ managing agents ohoose • 

• 
The present audit is a humbug so far as the system is ooncerned. If there was any 

proper and careful audit, mills would not have gone into liquidation. The Tata Banks 
would not have been absorbed in another bank; no .. gotala" would have been found 
in the Imperial Bank. 

SlaareAolders 

The poor shareholders do not kIlow law; and having no voioe in the SlJpervision of 
acoounts suJIer muoh. . 
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M uti,., oJ .1tG,t.AoItkr. 
Any individual shareholder oan do nothing except expiess his view~ at the meet,ing 

u the managing agent&, having a majority of votee oonsisting of office olerks. mueeadums. 
brokel'8 and store dealel'8 and coal brokel'8. who attlnd mooting8. vote fortheagt-nt<l, 
and thus even incorrect balan06 sheete are eOlnetimee allowed to paee. I 

A change in the Indian Companiee 4ct is euggested ae follows :- • 
1. The words' wilful negligence' ehould be deleted from tpe act. 
2. Votere in the ordinary and extraordinaty general meetings should be held 

reeponeible if they voted on the aide whioh may have been proved wrong and 
fraudulent in the common intereet. 

3. A committee of aharehald81'8 should be empowered to inepeot every paper of 
the company. 

'" Only one director from the membel'8 of the agenoy firm should be allowed to be 
a director. 

6. Practical penone who worked u acoountante and managere or with a general 
knowledge of accounte ehould aleo be allowed to be auditore and more reepon
aibility is to be thrust on auditors. 

I believe if the euggestion made above are put into practice no mill agente nor agente 
of joint stook companies will uk for any legislation nor bounty nor subsidy and 
depreseion will oeaae automatically. . 
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Witness No. 72 

~.C.LPAREKHJ BOMBAY 
v,aZ Evidence reCorded at Bombay on the 10th September 1926 

Preaident.-You say" I am neither at present interested as a mill agent nor am I 
an owner of mills." Can you tell us in what capacity you are gi ving evidence! 

A. I am holding shares in several companies. 
Q. Have you any other connection with the mill indwitry? Have you any practioal 

experienoe of the internal working of a mill f 
A. Yes. I WBII the partial managing agent of a spinning mill several years before. 
Q. Which mill was it ! 
A. Sun Mill. 
Q. Is that still in existence! 

. A. Its name is changed. It is now the Madhao Rao Scindia Mill. 
Q. And you were formerly a partner in the firm of the managing agents ? 
A.Yes, from 1894 to 1900. • 
Q. Do you cODllider that the managing agency which you criticise here so strongly 

was more efficient in those days than it is now! 
A. I think it WBII more honest at that time. 
Q. You say that the mill agents took advantage of the war to loot the·Government 

by supplying war materials at higher prices. How much war mat~rial did the Bombay 
mills supply! . 

A. Almost all the mills supplied the Government directly or indirectly. The middle
men also supplied the Government. 

Q. I do not think that the Bombay mills had very large oontracts ? . 
A. Some of the mills may have had large contracts. They supplied khaki drill Others 

supplied tent cloth and all other cloth which was supplied to the Government was at 
very high prices. If the"Government would not have bought there would have been no 
inflated prices. . 

Q. You say that the mill agents supplied cloth from England and Japan at the time 
of the Swadeshi movement. Was that oommon f . 

A. it was supplied at the time, in 1906.07. when the Swadeshi movement ·was in full 
swing. Practically several mills imported cloth from Japan. They got it bleached 
here and sold it in tqe market as the Bombay make. 

Mr. Majmtular.-Which mills did that! Was it one mill ! 
A. It may have beel). one, two or more. 
Preaident.-There is a great deal of differenoe whether it is one or two mills or 82 mills. 

The trouble ever since we.have started taking evidence in Bombay is that anybody who 
knows anything to the disfavour of one mill seems to oonsider from that fact that every 
mill adopts the same pract!ce. _ 
. A. The question is, one mill's name is out. Other mills' names are not out. So 

. nobody oan find out what others have done. 
Q. You say that shows a lack of integrity on the part of the mill agent. A few years 

ago, when I was Controller of Cotton Cloth, oomplaints were made very frequently in 
Bombay that Japanese goods were not upto sample. Do you consider that the Bombay 
mill agents are the only people who are .. up to the tricks of the trade" ! 

A. No; the Japanese also. They have also IIilppliedinferior stull. 
Q. I see your cure for all the presen~ evils of the mill industry is to stop export df 

cotton and wheat. 
A. Yes. 
Q. What a.bout all the millions of cultivators up· country who live. by exporting their 

cotton and wheat f . 
A. By stopping export of cotton, the oost of living will be greatly reduoed. 
Q. And so will the inoome of many oultivators be ! 
A. It does not make any difference to the income of the cultivators. We do not 

require more cotton than a certain quantity. Whatever surplus there is can be curtsiled. 
I have suggested this alternative that if the Government, under the Convention, 
oannot levy any e, port duty then this is the best remedy to stop export of cotton and 
wheat. Thereby our export which is always more than the import will be curtaileq 
and the eltohange also will be automatically adjusted then. . 
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Q. But why aJiould yon expect the oultivators who make profits out of growing ootton· 
and wheat to have their income reduced for the benefit of the rest of the people who do 
not grow cotton and wheat' _ 

A. Thereby the cultivator is not getting any less income. 
Q. The oUltivator who grows cotton and wheat must be getting a less amount. You 

are making him pay for the benefit of the cultivator who grows rice, sugar-cane or 
jute. - Why should he , 

A. They will get equal money in either sugar-cane or jowari or other crops. 
Another disadvantage is that by growing cotton the land becomes nnfertile. The 
other day we heard in the Punjab also that they have reduced the cotton crop_ 

Q. Would it not be a better plan, Mr. Parekh, to stop all exports? Would not that 
. have the same effect' 

A. No. Oil-seeds we do not require in our mills. 
Q. You do !lot require all the cotton that is grown. 
A. Therefore if we stop the cotton export, the cotton cultivation will be reduced and 

then the cultivation will go to jowari and other commodities, whereby the jowari and 
other commodities will be cheaper in the market1! and then the labourers' living will be 
oheaper. That is my argument. 

Q. Why should yon not stop the export of jute! 
A. I am not conoerned with it. 
Q. Are yo. conoerned with the export of wheat! 
A. Because it is our staple food. If the price of wheat is reduced, then the prioe of 

jowari and millet will be reduced, automatioally. 
RajIJ Hatri Kuhan KIJm.-you say that the cultivation of cotton is reduced in the 

Punjab. - . 
A. I read it from the weather report. 
Q. Compared with the last year it may be short but it does not mean that they have 

reduced the cultivation.. . 
A. That is what I read in the weather report. 
Q. Irrigated ootton is not reduoed. Unirrigated cotton depends upon rainfall. 
A. It may be anything. 
Q. I do not quite follow how you mean to make up the cultivator's income! You 

stop the cotton export; the price of cotton f .. lls. 
A. The prioe will not fall. Now, to-day suppose the cotton orop is 4, million bales; 

when the export is stopped the iarmers will turn their minds to other oommodities. 
Q. It will take several years. Till then , 
A. It may take one year. 
Q. What will happen to th~ crop of the current year which will remain on hand' . 
A. In the current year the crop willsu/fer. It will bring down the prices temporarily. 

If the price of ootton comes down, then the price of cloth will also go down side by side. 
That is what India wants now. 

Q. That is a separate question. But if the expoJ1; is stopped the prices of wheat and 
ootton will both fall and the income of the oultivator will be materi .. lly reduced. . _ 

A. Temporarily. Again e~hing goes with the supply and demand. , 
Mr. 8uhbtJ Roo.-In talking of the. balance sheets you use a word which I have not see~ 

before, .. gotala." What is it , . 
A. That is window dressing or manipulation. 
Presidem.-What do you mean when you s .. y that the present audit is a humbug ! 

Do you refer to audit in general or in particular! 
A. Audits generally. 
Q. There are some very big firms of auditors in Bombay. Would you call their 

audit humbug and if so, :why! . - . 
A. Yes, because it is not the proper way in which the present method of audit is adopted. 

It is moat defeotive. 
Q. In what way! 
A. The auditor is checking what is written in the book under the stamped 

signature-that the payment is made to X or Y or Z or whoever he may be. Why the 
payment is made, what he haa supplied to the company or to whatever concern it is, it is not 
mentioned there. It is not his duty to find it out under the present method of audit. 

Q. What is your system under which ifi would be his duty to find it out, 
A.. There must be a strong audit. He must go iuto details. They must be paid more 

than what they are being paid now and there lIlust be regular audit. 
. )10 Y 422-19 . 
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Q. Under your system it will be necesBBry for the auditor to go into the bO'/l(J, jiiJeIJ of 
,every entry. There may be thousands of entries; and he will have to examine the 
position from a te,chnical point of view. What capacity has he for doing it t 

A. Then what is the meaning of audit t Is it only a signature to he made on the paper. 
Q. It is to see that the aCcounts represent the true state of affairs. 

: A. H you take particular cases, they do not take the 1itock which is the main thing 
whe~ ~he window dressing. or ~he manipulation is made. They simply BBy on the agents~ 

.oertifymg the stock they sIgn It. How can you rely on that audit t 
Mr. Majmudar.-Were you connected with a Banking Corporation t 
A. Yes. 

Q. Did the auditors enter into the investigation of each item t 
A. Yes. 

Preaidem.-Do you mean to say you gave your auditor greater power than is usual to 
give or that you asked him to conduct a special audit t 

A. It is ordinary audit according to the law. 

Mr. Majmtidar.-You suggest curtailment of area under cotton and wheat. What 
about oil seeds t Are all the oil seeds required in India t , 

A. We do not require so much. It is required in India but not to such an extent as 
wheat and other commodities. • 

Q. The same argument will hold good as regards oil seed cultivation. H you stop the 
oil seeds the BBme land will be utilised for growing jowari and barley. 

A. Whatever land we can save by the curtailment of cotton and wheat is q uita sufficient 
for our requirements. 

Q. Then in that case the best way would be to reduce a percentage of all rather than 
penalise the wheat growers and cotton growers. 

A. That depends upon the Government. 
Q. Are you looking at it from the point of view of cheapening the cost of living t 
A. Exactly so. I should like to make one suggestion. I am sorry that some of the 

questions with regard to stores, waste and cotton are not put to meat all. 

Preaidem.-We can only examine you on the basis of what you sent us. 
A. I have said about cotton, I have said about coal, I have said about stores and I 

am sorry that no question is put to me about those points. However, I should like to 
explain. 

Q. H you have anything further to say, do so by all means. 
A. Of course there is a complaint about the wages and the depression. Now depression 

is generally due to so many things. Then what remedy can be adopted to get rid of the 
depression in mills. It is natural that after the good activity, depression must follow 
and it has followed like that. And as long as people are not upright people, the depression 
will continue. Now what can be done for that depression t I would suggest that cotton, 
ooal, stores, waste, and to a certain percentage wages--in all these we can make reduo· 
tion without diEoturbing the workmen. 

Q. How can you make reduotion of wages without disturbing the workmen t 
A. I am ooming to the point. Now I am taking first the item of cotton. Cotton is 

generally purchased by the cotton selector or cotton mukkadam and it is shown then to 
the ma.naging agents, whoever they may be.' Acoording to my knowledge and my 
experience, the ootton broker is not req uired to buy the cotton when the mukkadam is 
there and the cotton selector is there. There is no necessity to pay brokerage to the cotton 
broker. The mill can get the advantage of that cotton brokerage. That means_they 
cansavethat amount out of the77 mills in Bombay. Hyou take it on the average 
Re. 15,000 or 20,000 a year, the total will be the saving, 

Q .. How much can they save! 
A. Taking the average of about 50 bales for brokerage, say yearly Rs.15,000 or Rs. 20,000, 

multiply 77 mills by this amount and that is the minimum figure that will be saved to the 
mills. • I ani talking of all thflse mills. Now take the stores. At least there will be a 
saving of 30 per aent. if the system I suggest is adopted. On the co.operative system 
eaoll. mill should go in for a share of Rs. 10,000 ilr Rs. 15,000. First to take the example 
of Bombay, all the 77 mills should join. The advantage under the co.operative system 
of stores is, that store has personally no benefits or anything and there will be no dishonesty 
practised. The real genuine quality will be supplied and the stock will be purchased in a 
large quantity from England or America or any other place and they will get it at the 
oheapest rate. If there is any saving or surplus under that co.operative system, the 
benefit will be t~~eQ b'y ~4e lIlills, 'f4icb benefit W!4~ ~~e ~resellt ~te~ ~~ bur~ 
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goes to the. different relatives of the managing agents or to the different etore.dealers. 
and suppliers. So there will be very good saving of more than 30 per oent. Simi1arly 
ooal. 

Q. There is not much use of coal now. 
A. Whoever are 'not using coal, sooner or later they must use coal if the rates go down. 

Under the agreement for electricity, there is no chance of getting a reduction and most. 
?f the mills will regret it later on because the coal prices are going down, while the power 
IS calculated at the price when coal was at Rs. 30. Then the item of insurance comes which 
I forgot to say. Each and every mill has to insure and they are now paying about 
Rs. 20,000 to Rs. 30,000 as premium on an average. Now in insurance whether they 
allow privately or publicly, some rebate and that rebate goes either to the relatives 
of the managing agents or the sons of the managing agents or whoever it.may be who 
is acting as an insurance agent. Thus at least 30 per cent. can be saved from the insurance 
income. Now there is. scheme which I want to suggest. Under that scheme the 
insurance can be saved in a large amount within five years. I will supply the details of 
it later on. Then waste. Of course there is a system in the mills to ask for the tenders. 
Then people give the tenders and the highest man possibly gets the tender for the cotton. 
The result is that the bOM:fide man who is acting bOM fide and who sends the tender 
according to the market rate does not get that tender passed because his rate is less 
than another tender. 

Q. Rate for what f 
A. Rate for cotton waste; all kinds of waste cotton twist and other waste. The 

practice is. that in oily ootton which is sold at Rs. 3 a cm. in the oily waste regularly 
good cotton is passed from the mills. That means the mill is suffering at least 15 to 
20 per cent. loss. Now if proper supervision is kept over those departments then there 
will be no oomplaint that the mills are making losses. 

Q. The waste does not amount to very much. 
A. To a decent amount because in the waste good cotton is taken away and from the 

gate.keeper to the manager, some dishonesty is going on. 
Mr. Stthba Rao.-Is it not a very sweeping condemnation that youare making' • 
A. This is the way it is practised. 
Q. Is it practised on a large scale , . 
A. Yes. 
President.-Do you maintain that this goes on in every mill in Bombay f 
A. I cannot say that. Of course if you had got evidence from a cotton waste 

merchant, he would have been able to tell you confidentially. 

Q. But do you maintain that this practice is common in the majority of mills , 
A. It may be in a majority. 
Q. How many have you experience of yourself' Only the Sun ! 
A. That is:old. 
Q. This is merely what has been told you' 
A. Not at all. Recently a relative of mine was dealing in that trade aJ;ld I had to 

stop that trade because I saw that there was a practice of the system mentioned 
above. . 

Mr. Stthba Rao.-Did he get the waste contract or was he himself doing it ,.' 
A. Another man was getting the contract. And he saw good cotton in bad ootto,q 

against the contract of bad cotton. 

President.-Then about wages , 
A. Now wages. Of course in wages we have to pay more and more. That is what 

people believe-that the more the food and the better the housing system, the more 
efficient work is got from the workmen.' That is my view.. Now in the mill if proper 
management be kept on the workmen, the wasting of time by the workman when he 
goes to drink water or to smoke-when he wastes at least about half an hour or three· 
fourths of an hour-may be saved. Practically if you calculate this sitting in the mill 
compound, you will find that in the majority we lose fully more than one hour for each 
and every workman. So if we have proper supervision we will get at least over one hour's 
production more. That means we have not to pay more.i.n wages. The budli system 
should be stopped. They should not admit Bny workman from outside unless he produces 
B certificate from another mill, whether there is shortage of workmen or not. He should 
not be allowed without a certificate. Thus these untrained people willieam and they 
will not leave one place and go to another place. Budli means another loss to the miJl" 
because the budli man will not give the SlIDe amol4llt of work as tile old lDaD 
will give. 

)10_ Y 422-19/1 
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Q. Where do they get men from unless they take them' 
A. The jobber brings them and puts them in. 
Q. Where are the' mills to get the men from' 
A. They cannot get them. 
Q. How are they to get on without them? • 
A., They must stop budli working for certain days and if they stop this budli system, 

· ,The work will be more efficient and the mal-practice of extra p~ments will be put 
an end to. Budli means workman of one mill going to another mill, Then there 
will be no spare man as far as I understand. 

, Mr. 8ubba Rao.-We have been told that a number of people are not finding work and 
are unemployed and these men-'are taking the budli work. You suggest that people 
actually· working are taken from one mill to another. 

A. Yes. My view is this, that if they complain there is noi sufficient work I do not 
admit that. If there is no work in one mill there is work in another mill. There al"P. not 

'workmen lying idle because there is no work. Men are • lying idle because. they do 
'not like to work. 

Mr. Majmttdar.-What data have you to make this statement? 
A. Personal experience. The experience that I had when I was looking after the 

mills. 
• Q. That was 20 years ago I 

A. That is what I am telling you. 'If we stop that system of budli, then there will be 
'regular even work. The quality also will be improved. There will be no disturbance 
and therefore without disturbing the wages we can extract more work from the workmen. 
If these suggestions are carried out by the mills I am sure that there will be less complaint. 
They are now complaining that they must have some protective duty or they must have 
>/lome bonilty. I do not see any necessity why the consumer should suffer for the mis
management of the mills. As to directors, if you will refer to several balance sheets 
you will find father and sons and their relatives are directors and partners of the managing 
agency firm. How can you then expect any independent balance sheet' Therefore there 
must be a change in the Indian Companies Act by which these limited concerns are 
governed. In the Act where it is mentioned' the wilful negligence .••. ' the word' wilful ' 
should be removed and' negligence' should be kept. Then there should be a committee 
of the shareholders who must have access to check the accounts and inspect every paper 
.,of~the oompany. 

PrMident.-Are not the directors a committee of the shareholders , 
A. So far of course they are committees of shareholders, but they are the people of the 

managing agents. 
Q. That may be so, but if the shareholders have a voice to change a' committee 

they will vote exactly in the same manner' , 
A. That is only theory. Practically of course shareholders have no voice at all. 

Q. My point is that the shareholders would hav~ just as m~cli. ;'oice in the election of 
· the committee of shareholders which you advocate as they have at present to elect the 
directors, and therefore the committee of shareholders would be to all intents and purposes 
the present boards of directors, and therefore they will be of no more use than the board 
of directors. , 

, A.' Of coUI'llli on paper it looks that the appointment is by the shareholders, but practi-
cally speaking the appointment is only from the side of the managing agents. 

Q. Who is going tQ elect the committee of shareholders' 
A. The shareholders. 
Q. Then, why should they elect a different committee? 
A. Because there are two separate interests-the interests of the directors and the 

interests of the shareholders. ' -
Mr. 8ubba Rao.-If shareholders have any power at aU why can't they now elect the 

directors they want' ,Why should they have a new committee , 
, A. The difficulty is that these directors do not give any convenience to inspect accounts. 
The ehareholders have got no power, no voice, no majority when the directors and the 
managing agents are in full power. I have got personal experience that whenever any
thing is asked of the directors or chairman in the general meetings they do not reply 
properly. The Bombay Steam Navigation Company appointed a committee when the 

.:shareholders demanded it and the committee inspected th" accounts. Practically no 
, independent shareholders will appoint a father and two sons and the same are partners 

iu the asenc;r, as d4'e9tors in the sa~e compan;r. Now I will sp?W rou 0!le ~ala!l!'~ s~ee~, 



Here Is the one for the Ki1aciumd milL Kilachand Devchand is a.officio Director. Nand-
1&1, his son, is a Director. Then Chotalal Ki1achand, his son, is a Director; and LaIlu
bhai Samaldas, .. Director, is a partner in another business with Kilachand. Ki.kabhai 
Premchand, a Director, is a partner of the firm of Ki1achand. Chandul&l V. Diwan, the 
Solicitor, is an independent man. Sir Puroshotamdas Thakurdas is the Chairman of the 
company, but he is a flying bird. I do not think he can attend &II meetings punctually. 
Now, under this management how can we expect any goodreault, andhow can shareholders 
get any voice in the management' Then at a meeting the shareholders cousist practically' 
of offioe clerka, Directors, ooa1 brokelll, stock brokers and store dealers. So. practically 
it is all nothing bot a show of meeting and therefo~ if my suggestioDII are .carried out I 
think there will be no oomplaints at all from the mills. 



Witness No. 73 

MZ.~ADDYMAN,BOMBAY 

Written Statement dateti the 29t'" November 1926 

In connection with.the Cotton Textile Industry Enquiry, there does not appear to have 
been any serious attempt on the part of those examined to throw any light on the subject 
of descipline and efficiency, or rather the very serious lack of these obtaining in most 
Bombay mills, nor does there appear to have been any serious attempt on the part of 
witnesses examined to suggest ways and means by which discipline could be improved 

. and effioiency i~creasecL 

All who POBSesS a practical knowledge of mill management no doubt fully realise that 
these factors have a direct and very important bearing on costs of production and the 
standard of material produced; factors which enter largely into the whole question of 
foreign competition from which the Bombay mills are suffering to a very 
serious elltent. • 

I am prompted, as a result of press reports of evidence given, to make a few practical 
suggestions which, if adopted by the Bombay millowners would oertainly result in reduQ
ing costs of production and in improvement in the standard of goods manufactured. 

(1) It is a common practioe in the Bombay mills for operativ:es to take a morning meal 
during working hours and at any time they like. and the time taken in this connection -
appears to rest with the operatives themselves. This system incurs a very considerable 
amount of loitering about the mill compounds and it is no uncommon sight to see a large 
percentage of operatives' killing time' in this manner between 7 a.m. and 12 noon. 

In no foreign textile centre are these conditions permitted, but on the other hand opera
tives have fixed hours for meals, etc., and under no circumstances are they permitted to 
trespass on their employers' time. 

There is one mill in Bombay which introduced the system of a fixed time for the morning 
meal a good many years ago, and neither the management nor the operatives would 
care to go back to the undisciplined system which previously obtained there and still 
obtains, I believe, in every other Bombay mill. 

The mill referred to commences work at 6-30 a.m. five minutes being allowed to late 
arrivals. At 6·35 the gates are closed and no male operative can enter after that time 
until 10 a.m. From 9·30 a.m. to 10 a.m. is the recess half hour and all who take a morning 
meal must do so during this period, no operative being permitted to take his meal or 
.loiter about the compound between 6-30 and 9-30 a.m. or between 10 a.m. and 1 p.m. 

From 2 p.Di. to 6 p.m. the same conditions are adhered to with the result that the 
wastage of power is reduoed to a minimum; cost of production is also reduced; a better 
standard of workmanship is maintained; and last but not least, there are increased 
earnings to the operatives. 

(2) .db8enleeism.-It is characteristic of the Indian mill operative not to work a day 
longer in any given month than is necessary to meet his monthly obligations if the matter 
is left in his hands and, unfortunately, in most mills it is left entirely ,to the operative to 
decide how many days he shall work. 

I believe the aver/l.ge of daily absentees in most mills is not less than 15 per cent. ~m, 
the standpoint of spinning, and especially from the standpoint of weaving, also 
economical running, this is a serious state of affairs which should not be permitted to 
continue if the Bombay mills are to recover the markets they have lost, partly due to 

_ the production of goods inferior in workmanship and faulty in construction when 
oompared with goOdsDf foreign manufacture. including those of Japanese manufacture. 

In my opinion there is nothing whioh retards the progress of the Bombay textile 
industry more than the constant and daily ohanging of labour. 

The manageme~t of the mill to whioh I have referred ·in connection with meal hours 
also deoided to reduce the peroentage of absentees and break the" budli .. system. • 

I This objeot was obtained in a very short space of time by the following method :

An operative absenting himself from work for one or more days,' unless he can satisfy 
the management that his absenoe is due to siokness or for domestio reasons wh~ch 
justify his absence. is usually asked to take. a further leave for a number of days, which 



bringS hi. earningJ down to a..1igure' bel.,w what he considers to be neCeSSary for hi.. 
monthly maintenance. When the operative realises that a few days' absence per month 
will cost him considerably more it is surprising how his attendance improves. 

By this method the mill referred to brought down the percentage of abSentees from 
approximately 15 per oent. to 1 per oent., thereby disposing almost entirely of the 
.. budli" syst8m. The remedy, I submit, for the unfortunately heavy daily absence list 
obtaining in the Bombay mills, lies not in the hands of the operatives but with the 
employers. 

I suggest the Bombay millowners tackle this problem, which'is not by far so difficult 
as they appear to think. A little more authority and power placed in the hands of the 
mill manager by the mill agents would certainly considerably assist in bringing about 
the much needed improvement in discipline and efficiency. 

If the Bombay millowners would adopt these suggestions a great step forward will 
have been taken to put their own house in order. 

Within six months' time, I venture to predict, mills would find a reduced wage item 
due to the decreased number of operatives against the number at present on the muster. 
roll and increased production resulting in higher earnings to the operatives; and with 
constant and regular labour a higher standard of workmanship would be attained. 



Witness No. 74 

Mr. Y. S. THACKERAY, DADAR, BOMBAY 

Writtm Statement, dat~ BomlJay, the 19th AugtUt, 1926 

SECTION I 

Gemral 

L The present depression in the cotton textile industry is not confined to Bombay 
alone but extends all over India. However, the severity of it is felt more in Bombay than 
in Ahmedabad and upcountry centres. All mills in the same centre are not affected to . 
the sllolDe extent. The balance sheete of BOme 65 leading mills in Bombay prove.that 
nearly 50 per cent. are showing debit balances and the rest are just making both ends 
meet. This was the condition in the year 1924-25 but the situation has become still 
worse in the year 1925-26. 

2. It is not possible to state in exact manner and proportion the causeS leading to the 
present depression; they can very well be imagined by a general survey of the world 
factors. The fall in the general price level after the boom period, 6e.onomic improvements 
of Continental customers of India, political unrest combined with the growth of the 
focal industry in China and such other world factors have a combined effect on the present 
depression. Besides these, BOme factors opel'8.ting in India itself such as Government's 
exchange policy since the year 1893, and the artificial raising of the rupee value has much 
f9 do with the lOBS of the export trade with China in the first decade of the present century 
as well as to the encouragement of imports from the United Kingdom specially by raising 
the sterling exchange to 2 shillings and at present to lB. 6i. Further, there are factors 
specially operating in Bombay, viz., increase of municipal taxation, labour disputes 
and strikes combined with overcapitalization of BOme of the mills, and speculation mania 
which encouraged paying of proportionately high dividends. These and other causes have 
aggravated the situation in Bombay. 

3. (i> Some are temporary and some are of a permanent character. 

Temporary C4U8e8.-S0 far &8 the competition from J ap&n and Italy due to depreciated 
currencies is taken into oonsideration it is bound to disappear in dne course &8 it is 
an economical axiom that no country can resort to artificial depreciation without its 
concomitant harmful effect& Germany and France did try it but now Germany has 
put a stop to it. 

Political lInre&t.-EconoDrlc interests of nations are BO closely dependent on each 
other that each one would be compelled in its own interest to make peace with others. 
Professor Keynes has dealt with this economical aspect in an elaborate way and proves 
this fact. France has been obliged to enter into commercial treaties with her enemy, 
Germany, only on this economic principle. 

P-.anent C4U8e8.-The Indian cotton industry is hopelessly organised for ecouomical 
~uotion for marketing of its own product when compared with her competitors-
Japan and the United Kingdom.. . 

(ii) The exchange policy of the Government of India directed as it is towards encourag 
ing imports into ~dia is one-of the main cause of depression. 

(m) The Indian grower is deprived of getting the full return of his produce by the 
raising'of the value of the rupee thus restricting his purchasing power. 

4. Yes. • 
5. Yes. Milla generally in Bombay are at present realising no profits and many of 

them are working at a loss even withou. taking depreciation into consideration. 

6. A further gradual faIl in the price of raw Clotton might have a stimulating effect 
on consumption, but a continually faIling market will have a very detrimental effect on 
the extent of purchases made by dealers in the various consuming ce~treB. . A further 
faIl below the present prices of raw cotton would unfavourably affect mills which possess 
unsold stocks of cloth owing to the lower prices which would be realised for future 
contracts. A further fall in prices of raw cotton would also cause the- lowering of. t.he 
ratio of cotton to total cost of production Dnd would encourage competitors from nations 
with depreciated exohanges. 



7. 'fo 80me extent th; present depression in the industry may be attributed to the 
lack of confidence in the stability of the present level of prices of raw cotton, yarn and 
piece-goods. For the last three yea .. cotton has been constantly droppiug and with it 
,the prices of yam and cloth which has as a consequence made piece.goods merchants 
Sllstain loasee. The merchants not being financially strong have adopted 90" haild to 
mouth" policy in their pnrohases and this has also adversely affected the industry. 

8. To BOme extent the depression can be attributed to the fact that the fall in the 
price of cloth has not corresponded with the fall in the price of cotton and that of other 
~ommodities. ' 

9. There has been a fall in the purchasing power of the ryot aince the war. The 
rise in. th" value of agrioultural product is now 40 per cent. ahpve the year 1914 whereas 
the pnces of cloth are as yet 100 por cent. over the pre-war rate. This has caused the ryot 
60 cut hia cloth requirements which factor has contributed to the depression in the mill 
industry. 

10. The masses are a highly indebted class and it i~ a myth to suppose that they prefer 
to invest their savings in the precious metaJs~ud to restrict their purchase of cloth to a 
minimum. The purchasing power of the ryot has been decreased owing to the exchange 
policy of the Government of India. Mere large imports of gold and silver ,do not mean 
that these were or are being bought by the masses who form the lal'!l.e ,proportion. 

12. The depression in Bombay is reftec~ in 
(a) Mill8 which Aalle chafl{/tO, Aand.-Planet. Gold Mohur. Diamond, Industria\ 

Hongkong. Assnr Veerjee and New China. 

(6) Mill8 which Mile cloaetl down rina 1922.~ivraj Baloo. Pitty Mills. Dinshaw 
Petit. Industrial. Hongkong, Edward, Diamond. 

(e) Mill8 which Mile gone into liquidation.-ji"vraj Baloo. Hongkong, Planet, Dia. 
mond, Gold Mohll!'. 

SECTION II 

Nature and utem 0/ CMIIptlitum between imported .goods and those 0/ 

India1l ma1lu/adtwe 

13. The present depression cannot be directly attributed to the loss of the Chinese 
market for yam as the Indian Dtills had a clear anticipation of the 10&9 of this market 
since the closing decade of the last century and had accordingly changed their working 
policy by adding more looins. The rapid growth of the Chinese industry was due to the 
ousting of the Indian yam. Japan's cloi!e proxiDtity to the market and the facilities to 
export yam to China from that country adversely affected the Indian market. 'fhe 
difficulties of securing freights to Hongkong was also responsible for the fall in the Indian 
export trade with China. 

14. The present depr_ion is largely due to the increasing Japanese competition. 
As for the competition from other countries the industry has not been serioWlly affected. 

15. Yam of counts under 40&. competes with the product,ion of Indian mills. 

Piece-goods. such lit< coarse and medium counts dyed aud bleached goods. drills. 
sheetingB aud chadars compete directly with the production of Indian mills. 

17. As a matter of experience the yam and piece-goods imported from J&pan are 
frequently placed on the Indian markets at prices which do not cover their cost of manu. 
facture in India. There is no evidence to show .that these imported goods are placed in 
t,he Indian markets at prices wbich, after deducting freight aud incidental expenses, would 
not Cl)ver the cost of produotion in the exporting country. 

18. It is not possible to say whether yam or piece-gooW! exported from Japau or 
other countries are placed on any fordgn markets &t prices which are lower than the cost 
of production of siDtiIar Indian goods plus freight and import duty. Owing. however. 
to the special advantages which the Japanese textile industry enjoys, their goods cannot 
be competed against in any foreign market by the Indian Dtills. Even in the Indian 
market the import duty is not a handicap to the Japanese goods to compete with thfl 
Indian. ' 



'the expOrt ot grey plece.goods to foreign countries as compared with the exports 01 
the year 1913·14 will show how far the Indian mill industry has suffered from the Japanese 

• competition in the loreign. markets. 

Countries 
Peroentage of 

decrease in Indian 
exports 

Egypt 80 per cent. 
Aden and Dependencies 66 
Siam • 66 
Straits Settlements 50 
French Somaliland 66 
Mauritius and Dependencies 60 

19. As a matter of fact to obtain the exact idea as to the extent of Japanese competition 
comparison must be made with counts under 40s. and not under 30s. as held in the 
question. The bulk of yarns imported by Japan and the United Kingdom -are of 328. 
The Indian mills can readily make yarns up to 40s. with ease but it is the underselling 
policy of the Japan that hinders the progress of the Indian mills. 

20. From the statistics of piece.goods compiled by the. Government of India it is 
impossible to ascertain the percentage of imports from United Kingdom that directly 
compete with the Indian goods. There is strong ground to believe that the competition 
is not on the declining side since the war. 

21. The estimate that 70 per cent. of the imports of piece.goods from Japan coinpete 
direotly with the production of Indian mills as suggested in the question cannot be 
vouched for with accuracy. 

22. The estimated percentage cannot be vouched for with accuracy. 
23. The findings of the Currency Commission in fixing the rupee at 18. 6d. will tend to 

give a stimulus to the imports of piece:goods from the United Kingdom, Japan and 
Italy or any other text·ile manufacturing country as the price of foreign goods in rupee 
value has been lowered by this exchange.fixing policy by 121 per cent. Any depreciation 
in lira or yen will further encourage the tendency to import. 

24. The imported piece.goods from Japan compete direotly with the Indian goods. 
Some of the Japanese finer qualities may have been competing with the goods from the 
United Kingdom. Stat,istillal comparison of the imports of both these countries will 
not induce one to express emphatically whether the competition will increase or 
decrease. 

26. Exoepting Italy, the competition from imported goods has not been accentuated 
by fluctuations in exchange. In case the French and Belgian francs remain at their 
present level, there is a great possibility of these two countries making extensive imports 
into India. . 

30. Information is not available to show what special credit facilities are obtained by 
exporting houses in foreign countries or are offered by them to their buyers in India. 

33. The very qualities of yarn and piece·goods that are oompeting in India are also 
being rivalled in foreign countries by the Japanese. ' 

34. There does not seem to be any general preference on the part of Indian consumers 
for finer qualities of piece·goods and yarn. 

SIIOTIONm 

Internal Competition 

35. Many new mills are being erected in cotton produoing dist,ricts and Native States. 
There has been no doubt a great inorea:se of looms and spindles in Bombay and Ahmed
abad but it is not so great as in the rest of India. The erection of mills at cotton centres 
and Native States has so far tended to increase the internal oompetition with the BombaJl 
and Ahmedabad mille. 

36. As regards labour the Bombay mills have the advantage of sufficient and efficient 
labour over Ahmedabad and other up·country mills. As regards machinery the Bombay 
mills have a slight advantage in cheaper cost. Also Owing to Bombay being a chief 
port its mills have an advantage in export trade. 

37. It is impossible to draw up an exact estimate as to the relative advantages the 
mills at Ahmedabad and up-country oentres have over Bombay owing to (al proximity 
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to atg8 up-country marketa, '(6) proximity to coat fields, and (c) proximity to 8ODlOe$ 
.of aupply of raw materials. _ 

38. It is very diffioult to frame any estimate with exact accuracy &8 to what exteut 
the hand-loom industry o.ompetes with the mill-industry. 

SEOTION IV 

Mill MaMgement 

40. There are mills in Bombay, in Ahmedabad, Sholapur, Cawnpore, Madura and 
lIladrllll who could satisfy this criterion but it cannot be said with confidence that the 
industry as a whol!, is oarried on with reasonable efficiency and economy. 

41. The big industrial concerns in India are with few exceptions controlled and 
managed by managing agencies and the Indian cotton textile industry cannot be an 
exception to this rule. These agency firms have played a great part in the industrial 
progress of India. 

The Industrial Commission has appreciated the importance of these firms, being 
impressed as they record .. by the strong evidence of high prestige po&~e9sed by the 
better ciass of agenoy firms of efficient management, cautious finance and watchful atten. 
tioll. to the intereste .of their oliente' enterprises." 

12. In Rombay-excepting in a few mills-and in most of the up-country mills a very 
large proportion .of mill agente receive commission on profits. . 

The managing agente of mills in the City and Island of Bombay got commission on 
profite on the basis of 10 per· cent. to l2! per cent . .on the gross profite earned before. 
deducting depreciation, income tax and supertax paid by mills. This system may have 
been found preferable by the Mill-owners' Association and others interested but to some 
extent it may be said to be faulty. This system encourages the agents with selfish motives 
.of profit to go on with the production without caring to reduce the cost of production. 
Under the system of commission on production the mill agents only go on producing 
coarse and heavily sized cloth. . 

43. The managing agente in aImosts all cases do charge and receive office allowance 
which they very rarely do not spend on office expenditure, etc. Though by direct 
"ays the bulk of the managing agente in Bombay and up-country do not receive any 
commission on the purchase of cotton, mill-stores, machinery and coal or .on the sales 
of yarn and cloth or on insurance, etc., indirectly all these profit-securing concerns are 
managed through the departments or firms in which the mailaging agents, their friends ot 
relatives are financially interested. This procedure may not be technically and legally 
wrong but it leads to undue partiality, favouritism and direot or indirect loss to the 
mills as a consequence. There may have been upright agente b11-t I say from my own 
experience that there are many commission agents who work in a dual capacity. 

SEOTION V 

Mill Finance • 
45. As regards Bombay, the following mills with nearly 336,000 spindles and 8,895 

looms were over-capitalised during the boom period. 
(1) The E. D. Sassoon group oonsisting of (a) Meyer, (6) Rachel, (c) Jacob, (d) Sassoon, 

(e) Turkey Red Dye Works. 
These nillL~ were changed from proprietory concerns to a limited company at boom 

prices of machinery and construotion owing to higher general rates of profits earned on 
capital and the rates of interest were also high. Capital of two orores out of six orores 
was issued in the form of preference shares carrying 71 per cent. cumulative interest. 

(2) The Tata Mille went in for the Bombay United Mille at an inflated price ·of 
R8. ,1,51,00,000 and the old share-holders obtained nearly ten times the original face value. 
These very mills are now sold to the Swadeshi Mille Co. at a price of Rs. 36,00,000 
involving a capital loss of Rs. 1,15,00,000. To meet this the Tat&. Mille raised a debenture, 
load' at 7. per cent. interest. 

(3) The Hongkong and China Mille, KiIachand Mille, Diamond Mille, Elphinstone 
and Apollo were capitalisedoDn the basis of high prices ruling in the boom period. These 
represent nearly a lao and a half sp?,dles. and a thousan~ looms. The working of these 
mills shows that they are hard-hit -oWIng to the fallm profite and the natural and 
inevitable reaction after the boom period. 



3M' 

46. The present depression cannot be attributed to extension of mills and machinery 
when prices were at their highest. The following mill4 extended their machinery when 
the. market was a~ its -highest without providing for the necessary provision of 
capltal:-

Spindles Looms' 
1. Kastoorchand Mills 85,000 913 
2. Gold Mohur 38,000 1,050 
3. Planet 35,000 913 
4. Madhaojee Dharam~ey 37,000 863 
5. Shapnrjec Bharucha .• 97,000 671 
6. Assur Veerji 39,000 600' 

47. It is a recogniscd fact that share-holders deserve good dividends when the mills 
make good profits and when the mills make no profit the share-holders receive no return 
on their investments. The Millowners' Association has made a candid statement 
that .. In the 1:oom years dividends were large, very large amounts were also set as . 
reserves and invested in Government loans." The question then arises why these fat 
reserves were not utilised to avert the depression by the millowners in bad times. 
I quote here figures which will show that the mill management had en"ameered heavy 
speculation and distributed proportionately heavy dividends without foresight :- -

Bombay Mill8 

Net profit after 
No. of Year allowing for Dividends 
mills depreciation and 

Income-tax Per cent. 
66 1917 302 Lacs 56 
63 1918 228 

" 83 
66 1919 615 '" 61 
77 1920 1,010 .. 59 
77 1921 846 " 63 
77 1922 387 .. 72 

49. So far as Bombay mills are concerned the system of obtaining working capital 
hy means of short loans (six mont,he or yearly) is very general. These loans are obbined 
from individual depositors or from banka for short terms on hypothecation of their 
assets. ' 

These methods of loaning are open to serious objections. 
As regards bank loans the mills who have taken loans from the banks are at the tender 

mercy of the banks and are put to unnecessarily great inconvenience and interference 
more so in the present times of depres.qion. Banks advance the amo'lDts which can be 
recalled at once. The policy followed by the Mnir Mills. Cawnpore, Madura Mills 
Coimbatore and Binny Mills !ond Laxmi and Vishnoo of S!tola.ur is well worth imitating • 

• 50 .It is not the common practice of the mills to invest funds in allied concerns. 
51. Mills which have no reserves are experiencing greater difficulty in securing finance 

than in pre-war years., In pre-war years mills coald borrow money at comparatively 
cheaper rates than at present. Even first-class mills now pay one to one and half per cent. 
more than they used to pay in pre-war years. The public do not deposit their money 
in the industries which are passing through a stage of peril and consequently greater 
difficult,1es are experienced for mill finance. 

SECTION VI 

Oosts 0/ Produc/.ion-A. Ge1U!NlZ 

60. Most of the mills in Bomljay buy their requirements from the eotton depot at 
Sewree. Some mills do buy their requirements in the cotton growing districts throJl,gh 
their agents. Mills which buy in the upcountry markets and want good eottou have 
to make the purchase of the whole of their yearly requirements in January to May 
and stock these in their mills till the time of their actual requirement. This procedure 
entails extra expenses including interest if the ootton future market is not favourable and 
suoh a purchase system eventually becomes a speculative bargain instead of a profitable, 
one. Some of the milia which huy their requirements in Bomhay Jaithas adopt .. policy 
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of day to day buying whieh is advantageous in decIi.'li[1g m .. rkets. As a matter of 
fact very few mills take advantage of futures. Lancashire and Japanese 'pmners take 
advantage of futures. No sooner do they acoept orders for yam 01' cloth than they 
cover their sales by future ~ntracts at a later date. Generally sellers havl!' a wide range 
of selection wbicb they can offer; but the spinner requiring a particular description' of 
ootton only buys ootton on sample for actual use and immediately disposes of the futures 
which. served him as an insurance against rise of prices. The mi\1s in Ind'a are as a matter 
of fact handicapped to a great extent owing to the existence of five hedge contracts ; 
the narrowness of which renders them liable to manipulation 'by speculatJrs. The 
Japanese make UJIe of the sampin market, bnt the method of such trallRactions is not known 
to~ . '. 

\ 6L As far as I am aware of affairs it can be said that speculative purchases of either 
s~ ,t or hedge are rarely indulged in by the Bombay and IIp-country mi\1s. It is therefore 
very difficult to say to what extf>nt tbe speculativ~ purcbases of spot or futures in cotton 
are rl',sponsible (or tbe present depreMion. The element of risk in purchases by mill. 
could, however, be reduced by resorting to the practice of hedging as is done by the 
Lancashire or Japan spinners. 

62_ The statf>ment that the Indian mills have to pay higher prices for cotton than the 
prices paid by the export houses is inoorrect. and malicious. 

63. Not at all. 
O. Labour 

64. The statement made by the Mill-owners' Association about labour costs being the 
main factor in the increased cost of manufacture is-it seems-a bold statement and it 
cannot be swallowed without reservation. It is a known fact that at the time of the 

• 188t strike in September 1925 con'equent upon the then wage-cut, tbe advanced type of 
mill agents were not in favour of this wage-cut. This wage-cut was only suggested to 
help the mills which could not be said to be managed with I'I'AlBOnable efficienoy. It seems 
that the Mill-owners' Association is confident of their statf>mcnt ; it is therefore for the 
mill-owners to prove this fact with facts and figures stating that (i) efficiency has remained 
the samo (ii) wages before the war were equal to the rise in the cost of living since 1914. 
Certainly thc whole fault cannot be laid at the doors of the labour remuneration alone 
unless they prove that the wages are higher and the unit of work smaller. I do not accept 
tbe views expressed by the As.."Ociation. 

65. There was no unduly liberal distribution of bonuses to the operatives between 
1918 and 1923 as will be seen from the following figures:-

Year Mi1ls Profits Dividend Bonus 

Lacs Rs. Per cent. Per cent. 
1917 66 302 56 Nil. 
1918 63 228 83 Nil.· 
1919 .. 66 615 61 2'4 
1920 77 1,010 59 2'8 
1921 77 846 63 4'1'1 
1922 77 387 72 12'0 

These figures go to prove that the percentage of bonnses distributed to labour. were 
comparatively meagre when compared with the large dividends paid to the shareholders 
as a birth-right of theirs. as statl'.d by the Mill-owners' As:ociation whereas it seems that 
tbey do not place any value on the encouragement of labour. This ideal of the Associa.
tion is greatly responsible for the present state. When considered with the number of 
additional hands employed by the industry (approximately 40,OOQ) the percentage of 
boDUS distributed by tbe mill-owners still goes down. I do not consider that the depression 
was responsible for the liberal distribution of bonuses to operatives. . 

76. There are practically no available facilities for technical education for ordinary 
operatives in Bombay or Ahmedabad. An ordinary full time COUTSe in spinning and 
weaving is given by the Victoria Jubilee Tecbnicl\. Institute in Bombay and also a 
special course of two hours in a week' for theorotical education. but this is quite 
inadequate in comparison to the vast populat.ion of the operatives in Bombay. For the 
supervising staff the technical educational facilities are quite inadequate and the 
standard for such admission is very high and difficult. . 

The abseace of sl1ch technical educat:onal facilities in the textile centres like Bombay 
IWd Ahmedabad is a great hindrance to the g.'owth of efficiency among the mill operativea. 
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'17! Attention is invited to tire compa.m.tive wages given in the Government publica
tion .. Prices a.nd Wa.ges in India'J which show tha.t higher wa.gee are paid in the cotton 
textile industry in oompa.rison with any other industry in India.. The reason for snch 
high wage pa.yment is due to the industry being of a more complica.ted na.ture. This 
wage payment on a high scale is not restricted to India. alone but is preva.lent in a.ll the 
textile manufacturing countries of the world. 

80. Unless adequa.te technical educationa.l facilities on practical lines are made ava.il. 
able to the mill operatives either by Government or the Mill·owners Associa.tiou there 
is no prospect of operatives attending more spindles and looms. 

82. Appa.rently it wonld seem to a la.yma.n that double·shift working in miIls might 
reduce the cost of production, but ta.king into account the aversion to night-work and the 
legislated prohibit;on of the employment of women for night-work it is impossible to 
introduce the double shift system in mills. Assuming that there was plenty of labonr 
for day and night, the adverse factor of production of inferior quality of work at night-
time as a na.tural resnlt wonld be disastrous.' , 

D. Overhead cMrg/!.8 

85. Insurance is effected against risks of damage to stocks, bnildings and machinery 
. by fire, riot or civil commotion and in some cases aga.inst 1088 of profits during enforced 
stoppages. Risks under the Workmen's Compensa.tion Act are also insured against by 
mills. The3e insurances are at present put through the snb-agencies secured by the mill 
agents themselves in almost aU eases. If the Mill-owners' Association undertakes this 
branoh of business the industry will surely save a good deal collectively. Even with the 
present system a large peroenta.ge can be saved if the rebates given to the mills is given 
to the miIls themselves and not pocketed by the agents in their capacity as insurance 
agents or brokers. 

Insurance companies are known to give a rebate of 35 to 40 per oent. of the premiums. 
Mills are known to be receiving 25 per oent. whereas 10 to 15 per cent. goes into the 
pockets of the managing agents. This is really a very high peroentage secured by the 
mar>aging agents for the mere performance of the duties of a broker without ta.king npon 
themselves the slightest risk. The miIls should receive nea.rly 121 per cent. of this rebate 
and the Agents should get 21 per cent. for their brokerage. 

86. Depreciation should be reckoned as a oharge on production and not on profits. 
Depreciation should be considered as a ma.tter of fact a rental value of machinery and 
building in the same way as interest chargeable on capital borrowed. 

When the machinery or building gets old or out of da.te there should be a provision to 
replace it and this is the real function of the depreciation funcl. . 

As a oommon rule mills do not conform to this sound system. 
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Witness No. 75 

1IIr. K. S. DESHPAIfDE, DADAR, BOMBAY 

Written 8tate_m datedA'U{/Ullt 1926 

SEC'rION I 

GeneruJ 

1. The depression in the cotton textile industry is not confined to Bombay alone, but 
extends all over India, but the severity of it is felt more in Bombay than in Ahmedabad 
or in up~untry centres. On going through the balance sheets of 65 leading mills of Bombay 
on' finds that nearly 60 per cent. are showing debit balances; whereas the rest are just 
making both ends meet. This was for the year 1924-25. The situation has become more 
dismal for the year ended 1926: -

2. It is not q nite possible to state the exact proportion of the causes leading to the 
present depreBBion, but we can very well imagine the nature of the causes (i) The faU 
in the general prices after the boom, (ii) economic impoverishment of India's best 
European oustomers and (iii) political unrest combined with the growth of the local 
industry in China have aU combined to bring about the depression; besides this there 
are the special factors operating in India (i) Government's exchange policy since 1893 
and artifioial raising of the rupee has not a little to do with the loss of the export trade 
with China in the early part of the present century and .(U) to the encouragement of 
imports from the United Kingdom specially by raising the sterling exchange to 2 shillings 
and now to Is. 64. Again there are factors specially operating in Bombay (i) Increase 
of Municipal taxation, (ii) labour disputes, (iii) overcapitalisation of some of the mills 
and (itl) speculation-mania, which encouraged paying of proportionately high dividends, 
have aggravated the situation in Bombay. 

3. (i) 'I'emporary causes 01 depression.--8o far as the .competition from Japan and 
Italy due to depreciated currencies is concerned it is bound to disappear soon; because. 
no oountry can resort to artificial depreciation without its harmful effects. Germany 
and Franoe tried it but now the former has stopped it. . 

(ii) Politico1 unrest.-Economic interests of the nations are so dependent that each one 
would be oompelled in its own interest to make peace with others. In this connection 
Professor Keynes book on ' Economic effect-s of war' is worth .perusal. France has been 
obligee! to enter into commerical treaties with her up till now hated enemy-Germany. 

(I) Permanem causes.-The Indian cotton. industry is hopelessly organised for 
economical production for marketing ofits own product as compared with its competitors, 
lIiz., U. K. and Japan. 

(2) 'I'M. Govern_nlol India'8t.:J:Change policy directed as it is towards encouraging 
imports in Incfu!. is a serious cause of depression. 

(3) The Indian agriculturist is deprived of getting the full return of his produce by the 
raising of the value of the rupee, thus restricting his purchasing power. 

4ando. Yes. 
6. The gradual fall in the value of cotton may help the cotton industry but this may 

react unfavourably on the buying power of the ryot since he may receive proportionately 
lower ve.lues for his product--cotton. 

7. For the last three years owing to the large output of American cotton prices have 
been falling. This has effected the yarn and piece-goods market. The merchants have 
adopted a hand to mouth policy in their purchases and this has also reacted on the 
industry unfavourably. 

8. The rise in the value of the agricultural pmtiuce is now 40 per cent. above the year 
1914 whereas the prices of cloth are still 100 per cent. over the prewar rate. And 
accordingly the ryot has" to cut his cloth" (ref. BOOIbay Labour Gazelte.) 

The masses are a highly indebted class and it is a myth to suppose that they invest 
their savings in gold or silver to any appreciably large extent and to the ·extent that they 
do it, it is the Government currency policy that is to be blamed. Large imports of gold 
and silver do not mean that these are bought by the masses who form the large 
proportion. 

J2. rlea!18 see Appendix No. 1. 
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SECTION II 

Nature and extent of competition. between imported gooda and th08e of Indian manufacture 

13. , The present depression in the textile industry cannot be directly attrihuted to 
the loss of the Chinese market for yam hecause the Indian mills had anticipated the loss" 
of this market in the early part of the century and had accordingly changed their policy 
by putt.ing up more looms., 

The rapid growtli of the Chinese locai industry-has been largely responsihle for the 
ousting of the Indian yam. Japan's neame88 to the market and the easy facilities to 
export yam to China affected the Indian trade. The difficulty of securing freights to 
Hongkong was also responsible for the fall in the trade but if we look to the production 
of woven goods in the Indian mills which has gone up in the year 1924 to 1,970 million 
yards from 1,614 million yards in the year 1917, we ma:y say that yarn was being more 
profitably woven in Indian mills. . 

14. Japa~ese competition s.o far ~s grey goods is concerned ~ real ; for instance taking 
the productIOn of grey goods m India we find that the production of T cloths, domestics 
and sheetings has gone gown from 137 million yards in the year 1917-18 to 77 million 
yards in 1924-25, Japanese imports have ousted even the United Kingdom whose 
imports in India have fallen trom 833 million yards to 727 million yards. So far 
as depression is due to foreign imports, United Kingdom competition has a lot to do 
with it for, the total imports from the United Kingdom increased to 1,598 million yards 
in the year 1924-25 as compared with 1,440 million in 1922-23_ On account of this and 
increasedimportsfrom Japan hy nearly 48 million yards the increased production of 
Indian mills could not be marketed in India. ' 

As regards imports of yam we find the production of yam in Indiain 318. to 408. which 
was 24 million Ths. in 1917-18 has gone down to 19 million in the year 1924-25. This can 
only be explained by increased imports from Japan. In counts up to 208. there is no 
appreciable foreign competition_ Between 218. and 308. foreign competition 
is dwindling. The real competition occ1ll'l in counts where the Indian mills production 
over 30... though small is slightly on the increase and requires special legislative 

, encouragement. 
Though total imports from Japan represent only 6 per cent. of the total Indian mill 

production this percentage is much higher in the case of greys and long cloths. and it is an 
economic axiom that the prices are governed (everything also remaining ,the same) 
by the marginal quantities. If the Japanese goods sell cheaper the reaction in the prices 
of similar goods is direct and other sorts indirect. 

Japanese Government aids to cotton industry :-
(.1) It has fostered and encouraged technical and commercial education most 

extensively over the last 30 years. 

(2) It has encouraged and fostered the shipping industry by reserymg the coastal 
trade to its own nationals and encouragement to the buiIdinlJ of a mercantile 
marine. It is due to this that Japan can secure raw materials from 
America and India in her own bottoms at special rates and also can export 
manufactured goods. . • ' 

(3) It has appoiJited consnIs in all the principal centres of tra<i;" 

(4) It has encouraged a general policy of establishing new industries by various 
. state aids which has increased the general wealth of Japan. • It has also passed 

a special act giving rebates to export guilds and long term loans are given ,to 
exporters. Competition from Japan is likely to increase because from the 
census report we find that the population in that country is rapidly increasing. 
Since 1914 there is an increase of 1 crore and to give work to this 
population intensive industrial policy will have to be followed. 

Competition Jrom the United Kingdom.-Though the imports of piece-goods are not 
directly competing with those produced in Indian mills, still there is every reason to 
believe from the experience of past history that the United Kingdom will Dot sit with 
folded hands and will recapture her best market. viz •• India. either by PfOducing coarser 
goods if necessary as was prophesied in the lecture by Sir W. Clare Lees. an ex-President 
of Manchester Chamber of Commerce, or by reorganising the industry for imports into 
India by all possible methQds. There is a discernible tendency among the consnmers in 
India to favour finer goods and the Indian mills some of which are now directing their 
attention. legitimately. to tllis line, will i!I!d in ¥ncasb,m, ~ fC?rmidable rival to tlieiJ 
pro~ , 
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Import. 0/ Africo,n cotton into India 

Year. 
1917-18 
1918-19 
1919-20 
1920-21 

Tons. 
1,192 
2,821 
2,052 
2,797 

Further, so long as India has not the full control over her, currency and general 
economic policy Government's assistance to keep cotton industry will not be very 
appreciable. 

SEOTION III 
I "'ental Oompetition 

The extensions of existing upcountry mills and erection of new mills are not of great 
importance, because still out of the total looms and spindles nearly half are located in 
Bombay and nearly. between Bombay and Ahmedabad and the percentage to 
total production is as under :-

Total for 1924--26. Percentage to total. 
Bombay. Ahmedabad. Native States. Other Centres 

1,970 million yards. 60 per cent. 22 per cent. 8 per cent. 20 per cent. 
1924·26, Bombay percentage to total 986 million yards or 60 per cent. 
Ahmedabad mills percentage to total 446 million yards, 21 per cent. 
It is only in ease of Native States, where perhaps the industry receives special 

facilities that the total production has increased but t1!e total per cent. is still only about 
9 per cent. 

Therefore it cannot be said that Bombay has more disadvantages as compli.red with 
other centres. 

!' It cannot be said that there is much internal competition. Bombay mills have 
few advantages such as the following over the up.country mills and Ahmedabad :-

(I) They can get machinery supplies and stores at cheaper rates. 
(2) They can save in interest charges, as they have not to stock the above supplies. 
(3) They can get better financial facilities at cheaper rates. 
(4) They can now get cheap electric power supply. 
'(6) They can find support from the organised piecegoods traders. 
(6) They can get oheaper rates so far as these are quoted by railway companies to 

Gncow:aga importe. 
Set out against these are the following Disadvantagel\ as compared with Ahme· 

dabad and upcountry ,mills in general :- ' 
(1) "Direct competition from imported foreign goods. 
(2) Labour disputes (Ahmedabad is not immmune) and comparatively~higher cost 

due to climate. 
(3) Comparatfvely higher local taxation. 
(4) Double railway freights. for getting the raw materials and railing manufactured 

goods' back to the consuming centres. 

Special advantages and disadvantages Ahmedabad Mills have over Bomhay 
(1) Bombay mills have to pay something like Rs. 14 to 16 per candy by way 

of freight on cotton.' Ahmedabad mills have nearly two·thirdson this account only, as 
they could buy' their supplies from the Viramgaon and Broach districts. But this 
adftlltage is largely set off by the increased freight charges which Ahmedabad mills 

• have to pay for eual. Besides they have to pay railway freight on the supplies of 
machinery, stores. etc. - . 

(2) As regards proximity to. large upcountry centres Bombay is more advantageously 
situated in the matter of railway freights •• Mr. S. C. Ghose in his monograph on railway 
rates in India has made the point that railw,ays generally quote more favourable rates 

110 y 422-20 
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to the ports than fop upcountry centres (page 388). The rate for cotton from Multan 
to Karachi,575 miles, is Rs. 1.0·9 per maund whereas rate from same place to Delhi is 
Rs. 2·3·2 the distance being 454 miles. ' 

Oompetition 01 the Hand/oom Industry 

It cannot be said that handlooms are in any way competing with the mill industry 
but are likely to help it. . 

Handlooms have on the contrary snfiered much owing to mill competition and had 
to take to special lines. Handlooms have now turned their attention to weaving of 
special kinds of fabrics with special designs in mercerised and silk yam. The members 
of the last Industrial Commission reported that " handlooms are consuming increased 
amounts of yam and they believe the weaving from coarse yam is declining while medium 
and fine yams are on the increase". If therefore the mills tum their attention to supply . 

. ing the requirements of handlooms in yam direct to weavers and also help them in mar. 
keting their products they will find in them a great source of strength. 
. A large' amount of yam is consumed in sarees (Deccanee) manufactured on 
the handlooms in Baroda, Ahmedabad, Indore and Sholapur also at such centres 
as Madura and other centres in Madras and elsewhere. At present handlooms 
are using imported yams, as very little yam for counts 40 and above is supplied by the 
mills. 

Comparing the consumption of yam in the year 1905·06 in mills in the balance available 
for handlooms we find the position as under :-

In 1905·06 
1920-21 

Total amount of 
available for 
consumption. 

43 millon lbs. 
62 millio~ lbs. 

Mill consumption. 

] 4 million lbs. 
33 million tbs. 

Balance available 
for handlooms. 

29 million tbs. 
29 million tbs. 

This shows that the rapidity of increase of woven goods is greater in the mills than 
by handlooms though the latter have maintained their position. 

SBCTION IV 

Min Management 

40. There are mills in Bombay as well as in Ahmedabad, in Sholapur, Cawnpore, 
1tladura and Madras, who could satisfy this criterion, but it cannot be said that theindust,ry 
as a whole is carried on • with reasonable efficiency and economy'. 

41. Almost all the big industrial concerns in India are controlled and managed by 
agency firms and the cotton textile industry is no exception to this rule. These firms 

'IuI.ve played a great part in whatever industrial progress we see in India. 
The Industrial Commission expressed their views on the system and it being a correct 

representation it lSrepoduced :-" We are much impressed by the strong evidence of 
high prestige assessed by the better cl&88 of agency firms .................... of 
efficient management, cautious finance and watchful attention to the interests of the 
clients enterprises. " 

42., In Bombay and most of the upcountry centres a very large proportion of mill 
agents receive commission on profits. Certainly by payment on production mill agents 
may go on producing stock and receive commission without caring to reduce the cost . 
of production. Under the system of commission on production the mill agenta only 
go on producing coarse and heavily sized cloth as is evident in Ahmedabad whe.re the 
system prevails. Very few enlightened mill agents of the type of Messrs. Morarji Goculdas 
& Co. could be found who would encourage production of finer quality goods in a mill 
under their management though they receive oommission on production. 

43. Managing agents in most of the cases do charge and receive office allowance 
whioh'sum they do not spend fully on office expenditure, etc. Barring a few exceptions 
of upright agents purchases and sale of cotton purchases f1P" machinery and stores, 
effeoting in,urances for the mills and "'les of cloth, are done through the departments 
or firms in wltioh the managing agents or their friends or relatives are financially 
i nter6sted. Though there is nothing illegal' stilI this lea$ to undue, partiality and 
consequent loss to their mills. 
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In very few caaea the minimum commission is provided where it is charged on 
production irrespective of pr~fits. 

But they alao observe in their remarks that these firms are more inclined to 
develope commerce rather than industries and it is in this that the ·weakness of the 
system liea. They are apt to take a narrow view of industry, whereas industrial 
concerns require a long and broad outlook. 

On theoretical grounds the system could be criticised from varicus points; but· in 
business one has to look to practical re.ults. One must admit that under the managing 
agency system the cotton industry has been steered through many a critical period and 
in the face of hostile Government legislation and complete apathy. The cotton industry 
of Bombay is at present managed by the following wellkno'!n firms :-

(1) Tata Sons. 
(2) Currimbhoy's. 
(3) E. D. Sa8soon. 
(4) W. H. Brady. 
(5) James Finlay. 
(6) Petits. 
(7) Morarji Goculdaas. 

Can it not be said that they are firms where dealings are above suspecion , 

Now there is one line of argument against the system, in which there.is some truth, 
The ayatem is open to criticism in that it is hereditary and it leads to a very unequal 
distribution of wealth. A few wealthy men come to control the industry and the large 
number of workera have no voice in the management. This can be remedied by giving 
employees shares in the mills by co.partnership schemes which are now being successfully 
tried in the United States Steel Trust, Lever Bros. in Great Britain and many other 
works. . 

Agency firms are still on account of their high financial strength able to secure financll. 
for the industry from the public by.way of deposits or from the banks on the pronote 
signed in their personal capacity at much lower rates of interest. 

SXOTION·V 

Mill Finance 

OtJer OaplUUisatilm 

45. As regards Bombay the following mills representing nearly spindles 3,36,000 
and looms 8,895 were over capitalised during the boom period. 

(1) E. D. Sassoon Group consisting of (i) Meyer (li) Rachel (iii) Jacob (itJ) Sassoon 
(tJ) Turkey Red Dye Works. 

These mills were changed from proprietory concerns to a limited company at 
boom prices of machinery and construction owing to bigher general rates of profits 
earned on capital and high rates of interest. The capital of 2 crores out of 
6 crores was issued in the form of preference shares carrying 7j- per cent. cumulative 
interest. . 

(2) The Tata Mills purchased the Bombay United Mills (Mangaldas) at an inflated 
price of Rs. 1,51,00,000 and the old shareholdera obtained nearly 10 times the original face 
value. These very mills are now sold to the SwadeshiMilIs Co. il.t &s. 36,00,000 thus 
involving a capital loss of Rs. 1,15,00,000.· To meet this the Tata Mills raised a deben
ture loan at 7 t per cent. interest. 

(3) Hongkong and China Mills; Kilaehand MIlls, Diamond Mills, Elphinstone, Apollo 
all these were capitalised on the basis of high prices ruling in the boom. These represent 
nearly lIlacs of spipdles and 1,000 looms. We see from the results of the working of 
these that these mills are hard hit owing to fall in profits and natural reaction after the 
boom. 

Under Oapifalisatilm. and extension during the boom 

46. The following mills in Bombay extended their mills without providing for the 
n~ of capital. 

NO y 422-20a 
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-- Spindles Looms 

(1) Planet .. .. .. 35,000 913 
(2) Assu~eerjee .. .. .. 39,000 600 
(3) Gold Mohur .. .. .. 38,000 1,050 
(4) Madhavji Dharamsey .. .. .. 37,000 863 
(5) Kastoorchand .. .. 82,000 913 
(6) Shapurjee Bharucha .. .. .. 97,000 671 

3,28,000 5,010 

47. The following figures go to prove that those responsible for management of the 
industry engineered heavy speculation and distributed proportionately liberal dividends 
without muoh foresight :-

Bombay M il18 

Number 01 Mills 
Net profit alter allow-

Year ing for dl'preciation Dividend per cent 
Income Tax 

Lacs ofRs. 

66 .. 1917 302 56 
63 _. 1918 228 83 
66 .. 1919 615 61 
77 .. 1920 1,010 59 
77 .. 1921 846 63 
77 .. 1922 387 72 

, 

48. OapitaliBation. 01 Bombay ami other millll in lmiia.-H we go through the balance 
sheets of most of the cotton mills the following facts with regard to the way in which 
mills obtain their oapital are visible:-

'(1) Ordinary Oapital.-In proportion to the blook account paid up capital is much 
less, this leads to borrowing at a proportionately high rates in the time of dull 
trade. TIiis is visible in the present state of our mill industry. - The figures of 
interest on borrowings are large. Bank overdrafts seem to be common in most 
01 the concerns. - -" -, 

(2) PreferttIU Sharea.-These are not so popular in India owing to the very 
unsatisfactory state of the industry now and previous to the war. This method 
is aIso not popular in Lanoashire.. 

(3) DebmtureB.-These seem to be resorted to as an ultimate resource and dd not 
seem to be a popular method 01 borrowings by the mills. 

(4) LoaM ami Dep08il.-Many good concerns borrow heavy amounts as short period 
deposits from the public no doubt at lower rates where the credit of the 
concern is sound.. This is rather due to paucity of banking facilitil'B or confidence 
in the banks. In the ordinary times this method of borrowing h&lj a great 
advantage as it enables the mills to keep capital low relative to their assets 
and oonsequently to productive and profit earning capacity and as the rates 
of interest are fixed at a relatively low pates the profits available to shareholders 
enabled these mills to pay higher dividends than if the whale of these monies 
were to be in the form 01 oapital. , 

The disadvantage of this form of borrowing is that during the times of depression 
suoh as are prevailing now profits are low and interest has to be met, whereas had it been 
share capital the prinoipal would have been fixed and there would have been no liability 
to pay interest. 

(e) ReaertJ8 ami Deprecialion ami other fumi8.-It is the common practice of the mills 
. to employ these in the business, The llra.otice seems to be followed because it adds ,to 



he capita.l resources of the ooncerns and in good times its earning capacity is on doub t 
greater than it would he if the Bame were invested outside. Althougt this may be a strong 
point in the favour of the funds being employed in the business of their own the method 
h"" great disadvantages. 

The object of such funds is to provide forrl!l!ources at the time of dull trade. 
Depreciation funds against machinery, building, etc., are meant to provide sums which 
will he suffioient to replace machinery or to displace worn out and out-of·date plant. The 
funds which are invested in the business it would be difficult.if not impossible to use 
for the purchase of machinery, etc. If the funds had been invested outside they would 
more readily be available to meet the depression. 

49. So far as Bombay mil\s are concerned they are too dependent upon the 
short term loan~ from individual depositors or from the banks for short terms on 
hypothecation of their assets. 

These methods are open to serious disadvantages. 
In the case of public deposite we foond that one mill. Assurvirjee, had to close ite 

doors on acoount of the run from the depositors. 
As regards Bank loans those mills who have taken loans from the banks are at the 

mercy of the banks and are put to unnecessary interference, more so in the present 
times of depression. Banks advance the amounts which could he recalled at once. . The 
policy followed by the Muir Mills of Cawnpore, Madura Mills of Coimbatore and Binny 
Mills ia weU worth imitation by other concerns. 

50. The practiee of investing the funds is not very common. 

51. In pre·war times mills could borrow money at comparatively cheaper rates' than 
now. Even first olB8s mills are now paying l to Ii per cent. more than they used to 
pay in pre·war times. 

SEOTIOlf VI· 

o. Labour 

64. The Association's statement about the labour cost being the main factor in the 
increased cost of manufacture is rather too sweeping. It is common knowledge that at 
the time of the labour strike in the year 1924.25 aU the mill· owners were not in favour 
o'f a wage cut. It was only meant to help the weak mills, which c8:nnot be said. to have 
been capitalised or financed and managed with efficiency. 

Mill·owners should prove two tliings to show that they are now paying more for a given 
unit of work than in the year 1914 : . 

(I) That wages before the war were adequate and kept pace with the rise in the 
cost, of living. 

(2) That the efficiency of labour has remained stationary. 

If labour hail not improved in efficiency; the blame cannot be repudiated by Govern. 
ment for not having provided free primary and compulsory education and also by the 
mill agents. who failed to provide labour with sanitary dwellings or such amenities of 
life as would compensate for the hardships and fatigue of factory life in an overcrowded 
city like Bombay. The management also cannot be credited with a liberal and eiilightened 
policy if they fail to invoke in their employees a feeling of community of interest in the 
work. If labour were to feel that loss due to the concern is a personal loss, it 'will 
surely waste less time in loitering and will look after machines so that these may give their 
utmost. 

Such a feeling in the workers can only be evoked by introduction of profit sharing 
or co· partnership schemes which are now being tried successfully on a large scale in 
America and other Western countries. India should try these methods and should learn 
by the lessons of the other industrial countries before the clevage between labour and 
capital becomes wider. 

. In th~ present state of our mill industry the employer; ~hould take their employees 
mto thell' . confidence and show by facts and figures that aU other sources of economies 
have been tried. By making sacrifices themselves workers will surely respond and will 
make the necessary sacrifice. 
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Bonuses distributed during the boom period cannot be said to have been liberal 
after looking into the following figures :-

-,-----.----~--------~----------

Lacs of Rupees I 
Year No., of Mills 

net profit after ._ 
deducting depre- DivIdends, 

cia Lion per cent 
and taxation 

Wages in 
LacA 

Bonus, 
per cent 

----'---1--------'-1------' -----1-----1------

1917 
1918 
1919 
1920 
1921 
1922 
1923 

66 
63 
66 
77 
77 
77 
75 

302 
228 
615 

1,010 
846 
387 

-117 

1 56 
I 83 
! 61 

I
i 59 

63 
, 72 
: Not known. 
f 

258 
370 
382 
624 
691 
718 
706 

Nil 
Nil 
2-4 
2'9 
4-9 

12 
12 

Dividend per oent. is very high, whereas per cent. bonus to net profits is low and this 
to total wages paid in every year is barely I per cent. 

66. The reduction of hours since 1922 h~s'neither affected the spinning nor weaving 
section of the industry as is evident from the total figures of production in Indian mills. 
The y~r,?- produoti~n has gone up by nearly 26 million ~ounds and piecegoods by nearly 
239 million yards m the year 1924-25 as compared With the year 1917. The fall in 
the ~ear 1923.24 is due to strike. 

F. Tra1l8porl 

95. The arbitrary discrimination exercised by railway companies in India in fixing 
rates of freight on goods traffic from one' centre to another has often been a subject of 
wide ana bitter oomplaint in the past. The subject has been discussed before the Railway 
Commission appointed from time to time as also in the press and on the platform. It 
reoeived prominent attention at the sittings of the Industrial Conference which used 
to be held annually in oonjunction with the National Congress until some years ago. 
Latterly, however, the larger politioal and eoonomio issues have absorbed public attention 
to a degree previously unknown, with the result that specific disabilities have failed to 
reoeive the amount of attention to which, by their importance in the national economy, 
they are really entitled to. . 

The representation submitted by the merchants and mills of Sholapur to the Railway 
Board on the subject of disparity in railway freights as affecting the industrial and com
mercial interests of that town, gives publnl opinion an opportunity of expressing itself 
on the question and of agitating for the removal of an injustice to which not merely 
Sholapur but the whole country has been subjected. For, it must be remembered that 
the particular grievance of Sholapur is only one of the many disastrous consequences 
of the polioy adopted by railway administrations in India aotively supported by the 
Government of India itself. Before we prooeed to examine this larger aspect of the 
problem, let us review as briefly as possible the specifio oomplaint of Sholapur. 

The representation, whioh has been signed by all the prinoipal merchants dealing 1n 
textile goods and also by all the five cotton mills in that town, is a short, simple and matter 
of faot statement. Elaborate argument there is none, presumably for the simple reason 
that it requires none. On the face of it, the memorial is modest in soope and intention 
and is content with stating a faot and making a request relying on the power of facts 
to earry oonviction. ,The faots mentioned in the representation may be summarised 
thus. 

The mills and handlooms of Sholapur manufacture, on an average, 225,0.00 maunds 
of oloth and 131,000 maunds of market yarn, every year. Almost the whole of this 
quantity is exported out of Sholapur. Under fI't'ight, from the five mills alone, the 
annual earnings of the railway amount to over Rs. 10 laos. -

Sholapur has an extensive trade in pieoegoods and yarn with all .centres in India. 
espeoially Calcutta, Dellii, Cawnpore, Madras, Amrits&r. Bombay and Bangalore. 

For the export of its outturn Sho\apur is solely dependent on railway transport. How 
exaotiySholapurisviotimised on tllis villal necessit,y of transport, will be evident from 
the following figures :-

Bombay to Caloutta 116a Jubbulpore is 1,333 miles, 
Bombay to Caloutta 116a Nagpur is 1,223 miles, 
Sholapur to Caloutta 116a Nagpur is 1,323 miles, 
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and yet the ra.te from Sholapur to Calcutta i8 Rs.4-7-2, i.e., fully three times the rate, 
viz.! Re. 1·8-1 from B~mba:Y to Calcutta. The rate from Sholapur to Calcutta via Bombay, 
a distance of 1..600 miles, IS Re. 3·0·1, less than the rate for Sholapur to Calcutta !lirect. 

Further, note the distanoes and rates to Delhi from the undermentioned statioDB :_ 

Bombay to Delhi 
M&drutoDelhi 
Sholapur to Delhi 

We next take M&dru:
Bombay to MOOru •. 
Sholapur to M&dru .. 

Take Cawnpore :---

.. 

Distance. 

957 
1,569 
1,058 

794 
511 

Rate. 
Rs. a. p. 

2 10 3. 
4 0 O' 
407 

I 0 0 
I 10 7 

Bombay to Cawnpore 839 2 4 2 
Hubli to Cawnpore 1,158 3 8 2 
Ahmedabad to Cawnpore 1,137 2 4 10 
Sholapur to Cawnpore 941 3 11 7 

These tell-tale figurea reveal a chapter of economic injuatiee which it ia needless to 
reinforce by citing numerous other instances of similar wrongs at the hands of railway 
companies in India. The favouritism shown to cer~a.in centres which happen to be 
either the principal pQLta of export or recogniaed strongholds of foreign owned induatry 
hu been described in mild language &8 "preferential treatment ''. But we daresay 
that this description does scant juatice to the full nature of the wrong deliberately inflicted 
with a view to stimulating exports of India's raw products and maintain unimpaired the 
monopoliat supremacy of what are re&lly Indian owned but foreign controlled r&ilways 
at the expense of the poor Indian tax-payer and consumer. . 

Under present conditioDB an upcountry merchant finds it cheaper to buy clo* made 
in Sholapur from Bombay than from Sholapur direct. H circumstances were normal, 
such a merchant would be· promptly directed for examination by a mental expert; but 
when one finds that under the present railway regime the m!lJ"chant i.~ right, the-quest 
for iDBa.nity hu to be made in other quarters. If such a quest is made, it will be discovered 

. that it is a ca.se of iDBanity with a purpose. Minds unpossessed by the gospel of expLoitation 
may find it hard to a.ccount for a grossly strange anomaly of this character, but the 
railway companies with the full concurrence of Government know what they are about 
and will continue in their IlOurse of unjuat rate manipulation to the detriment of. our 
national interests until the pressure of public opinion compels a return to juatice and 
sanity in the objects and methods of r&ilway administration in India. 

The principal induatry of Sholapur is the textile industry, which is at the moment 
in a boo way. The burden of unjuat railway freights tells more heavily in times of such 
depression when the mills are forced to· seek new and distant buyers for the clearance 
of their goods. 

The signatories to the memorial, who are thoroughly representative of the commercial 
interests of Sholapur, have drawn attention to this question at a time when it .tilUSt 
appeal more effectively to all right-thinking men. We hope the R&ilway Board will 
take prompt mea.sUl'tlS to remove the specific grievance of Sholapur at an early date 
and then proceed to eliminate at lea.st the glaring inequalities of freight rates for all.the 
principal centres of induatry and commerce in the country. ' 

A:P1'ENDIX No. I 

(A) Mil18 whicll have changed handa-
Planet, Gold Mohur, Jivraj Baloo, Diamond, IndliBtrial, Hongkong, Elphipstone, 
~ur Virji and New China. 

(B) MUla which have cloaed downr-- _ 
Raja BahOOur Motilal Pitty Mills, Diamond, Industrial, Jivraj Baloo, Planet. 
_ .Hongkong, DiDBhaw Petit, and Emperor Edward. 

(0) M ill8 which have gone into liquidation-
Planet, Gold Mohur, Jivraj Baloo, Diamond and Hongkong. 
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Witness No. 76 

Mr. SH~ KHUSHALDAS. MOOLn JETHA CLOTH MARKET. 
BOMBAY 

Written Blalemem dated Bomba1l the 2181 AuguBI1926 

I sub~t that the p~nt ~gi~tion sta.rted by the Indi~~ millowners regarding alleged 
oompetitlOn by Japanese mills 18 to a great extent fictItious. To a very small extent 
there may be some truth in the Indian millowners complaint regarding hours of-labour, 
etc., iu Japa.neae mills but the present condition of the Indian mills is the aftermath 
of the war conditions a.nd is ohiefly due in my opinion to the below·mentioned causes :_ 

1. Prior to the war thcre was practically no textile industry in Japan. The Japauese 
however made big strides in the industry during the last 10 years or so. Thev adopted 
the most economical and most recent busin .. ss methods and machinery to develop their' 
industry .. Th8 Indian millowner practically adhered and still adheres to old and 
antiquated methods. . . 

2. Indian labour as compared with the Japanese and other labour in the textile 
industry is decidedly inefficient and inferior. The Indian labouring d&S8 intellectually 
is far inferior and indolent. The Indian millowner has not cared to educate the Indian 
labourer even in spheres of activities closely connected with the textil .. industry. He has 
always worked on the principle that any intellectual betterment or education of the 
labouring cl808fl even in matters t...xtile or industrious would be .antagonistic to his own 
interesta as millowner. . The nsult is that the Indian labourer has hardly any incentive 
to gi va Ilf his best to his master and hardly any interest in the well being of the industry. 
Moreover as hardly any Indian is trained by the millowner for the more responsible 
jobs and offices, foreigIl experts have to be inlported on high salaries to do those 
jobs. . 

3. Nearly all the Indian mills are managed by agenta who were the promoters of the 
company to which the mills belong. On the floating of these companies most of these 
agenta have entered intofieecingagreementa with the companies to serve their own interests 
and not the interesta of share·holders. Some of the matters which enable or facilitate 
the agenta filling their own pockets are :-

(i) In addition to payment of all office and establishment charges including salaries 
for mane.gurs, the agenta charge a separate monthly allowance fer themselves. 

(ii) They also reserve a percentage of commission on the gross value of machiIi.ery 
and stores purchased for the mills and also on the gross value of the buildings and 
enootions for the nplls. 

(iii) They also reserve in addition an agency colllmi.ssion which in former days was 
charged on the gross value of the outtllrn or sales irrespective of profita or losses. 
Recently some age.nta have commenced charging a high percentage on the net 
profits. . 

(ill) The terms of their agency agreementa with the mills are 80 stringent that even 
in C&Be oi suspected frauds and mismanagement few if any share-holders would 
come forward to W&$~ time and money in proceedings for their removal. 

(II) In addition the agents have absolute control (subject to supervision of directors 
which is always nominal or formal) over purchasea of stcrt'S, l'Oal, cotton and 
machinery. These purchases are made from such firms and are so manipulated 
that the agenta very easily pockot secret. commissions. Where t.he agents do not 
make purchases thl'y leave them to store-keepers or brokers (in most cases relatives 
or other connllotions of agentd) who make !!ecret profita. In such cases secret 
understandings between store-k88pcrB Qr brokers and agents or their nominees 
are not uulikely •. 

(iii) The outtnrnofthe mills is Bold tbrough firms of selling agents in whose firms many 
agenbl keep secret shares with the l'IlIlult that the sales are not effeoted invariably 
through persolld most oompet..,nt or diaintereAted to do so. These selling agents 
being also secretly connacood with the agenta are given more lenient terms then 
oould be got in open comptltition. Th8Y are paid an additional commission to 
effect the sales of the produots. 
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4. The t ..... tment of the piece-goods merchants by the millowners (i.e., their age,nts) 
ill ~ming worse ADd worse from day to day-

(i) The indent or contract form of the mills ill so very string..nt and ill now so strictly 
enforeed that, for all practical purposes, the merchant buyer has no remedy 
against the mills whether the buyeT's, complaint be for late manufacture 
or delivery or regarding quality, short weight, shortage, bad packing or any damage 
to the gooda and on the strength of these terms the millowner even if he be at 
fault treate the merchants and their complaints with contempt. 

(ii) As compared with the importing hollSCll the Indian millowner gi~es v~ry few 
facilities to merohants in matters of delivery, payment, etc. ' 

(iii) Evenwhenorders.are placed on samples, few Indian mills turn out goods answering 
in all reslJeCts the colour, shade, texture, quality, finish, weight and dimemions of 
the sample. This invariably leads to a diepute with the merchant and retail 
customer. 

(ill) After agreeing to sell certain goode on a monopoly to merchants some mills sell 
the same goods direct to third parties during the monopoly period. 

/11) Some mills contract to sell goods to merchants for liorward deliveries extending 
over several months and then thege mills sell the same goode direct in consuming 
centres for which places the merohants have to the mill agents' knowledge bought 
the goods. 

The result of these methods employed by the mills' agents and their selling agents 
has boon to ereate more and more dietrust day by day between them on the one hand and 
the merchants on the other hand. It is true that these merchants are only the middle 
men but in the present conditions and organisation of.the industry they are indespensable 
for the goods to reach consuming centres. At present they cannot be wholly eliminated. 

IS. The Indian mills more often than not disregard the laws of supply and demand :
for instance where there are several mills owned by different companies and also where 
some agents hold a group of several mills all the mills tum, out the same quality and 
descriptionofclothwithoutregard to the demand for such cloth. Differently owned mills 
do so as a matter of rompetition with one another. Competition among merchante 
to' out.do one another in buying a particular quality or description of goods.,Iso helps 
the mills to turn out more than the required quantity. ,The mills also enter into contracte 
for sale of large quantities of goods to persons or merchante whose genera.!. unstable or 
weak condition would not justify such big contracte. The result on the whole is over 
production and stocks either accumulate with the mills without any buyer from them 
or where contracts are entered into with merchants, the latter are not able to take up the 
full outturn and both the mills and the m..rchante suffer and the rates have therefore 
eventually to come down. ' 

6. There is no prover lIusiness organisation. The goods have to pass through a series 
of middlemen (who all charge theircommi.'!Sionsorprofita) before they reach the consumers 
whose capacity to pay for the goods is only limited. Because of theae series of middlemen's 
charges, the ransumer finds it cheaper to go in for Eng~h or Japanese goods. , 

7. During the war, the Indian mills could have permanently secured a big volume of 
the export trade to Africa, Mesopotamia and ot.her countries. The Indian mills however 
neglected t·hese permanent markete because of temporary higher profits nearer homo. 
The inland trade has deteriorated and the foreign markets are lost because of the Indian 
millowners' neglect. 

8. During the war several old mills changed hands at fabulous prices. Some other 
mills capitalised a large proportion of their war profits and invested them in extensions 
at war prices. The margin of war profits having disappeared, these mills obviously 
cannot show good resulte. 

D. Numerous oompanies for the manufacture of textiles were' floated, in the boom 
~riod. Many of these companiea commenced erecting brand new factories of their own. 
The capital of these companies was fixed at figures which were calculated to leave a 
suffici'o'Dt margin for working capital after answering all other needs. The expectations 
of these companies were not realised partly because, as the boom period waned, it became 
more and more difficult and in Bome cases impossible to collect calls and partly because 
the calculstions of these companies based on insufficient knowledge and dat.a and 
ulllItable prices all went wrong. These mills are all ruined. Some of them ,before 
liqnidation even contracted huge debta. ' 

10. And lastly some of the mill agente and directors and even s..lling &gllnts M'e 

blessedly ignorant of the respective jobs undertaken by them. We know of mill agents 
who have not during their whole life handlec! cotton yarn or piece-goo~s. 



314 

ANNEXURE A 

CONTRACT 

No.---- Bombay,, _________ 192 • 

We, the undersigned (hereinafter called " the Buyers ") hereby agree to purchiLae from 
THE BOMBAY DYEING & MANUFACTURING CO., LTD. (hereinafter called" the 
Company" the undermentioned goods upon the following terms and conditions that is 
tosay:-

g. 
01 

.; il 
P'l Rate nett '" Dlmenolon 
-5 

at Mills ~.; ! 
~ Desi-.riptlon :! .. .. Totallboi. Per 

Gj " !l. ill ='" ., P'l oS ~ ,.. ::l ~ Cf: e.g ~ 
~ 'CI ~ ~ -= .. c &t::B~ 

" In·IYdo·llbs. 
] --- .!j", -E~ ii: i.e ~ = ~ ~ RS.,a.\p. " .so 0" 

0- il:: 0- i>;J:< !:;~ I!:-< ~ 

----

. 

. 

I I 

., 

f 

1. The quality ofthe goods shallaooord with the recognise~ standard quality cioth 
nanufaotured by the Company. 

la. The quality of the goods shall acoord with the sample ·submitted to and 
~pproved by the Buyers. 
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2. Th&Companydoes not guarantee, except where a particular assortment Is specially 
stipulated, any fixed assortment in the deliveries of goods of various dimensions and 
patterns, and in luch C&888 the J!uyers shall take delivery of and pay as he16in agreed 
for all bales (not exceeding the contract quantity) from time to time ready for delivery 
regardless of &B8ortment. 

3. The Buyere agree to accept at the price herein fixed an assortment of bales to the 
exten.t of 10 per cent. more or less than the contract quantity, but as regards such limit 

• the Buyers sball not be obliged to take up more than 5 bales more or less of each sort, 
including any loose pieces of each sort. 

4. In the case of goods sold at a fixed..rate per pound the buyers shall not raise any 
objection or claim compensation for short weight so long as the average weight per bale 
in each lot delivered does not vary from the invoice weight by more than 2 per cent. 
The Company ~oes not guarantee the weight of any goods sold by the piece. 

o. The Buyers shall not be entitled to any allowance or compensation for any deficiency 
in the width of bleached and/or calendered goods when such deficiency does not exceed 
one inch. 

6. In the c&se of a sale of ready goods, payment therefor shall be made and delivery 
• thereof taken by the Buyers within eight days of &&le. 

7. In the case of a sale of goods for future delivery, the Buyers shall on the l&!\.t day 
of each English calendar month take delivery and pay for in cash against delivery of as 
many bales as shall have been made ready during that month and either at the mill 
premises or at the godowns of the Company as the Company may direct. 

8. The Company shall not be under any obligation to notify the Buyers of the numbe1 
of bales ready for the delivery at the end of each English calendar month, but itshall be 
the duty of the Buyers to ascertain the number of balils ready for delivery from time to' 
time and to pay for and take delivery of the bales accordingly; if the Company shall 
notify the Buyers of the number of bales ready for delivery at any time,' such notification 
shall be deemed to have been given as a matter of favour only and without any obligation 
or under~king on the part of the Company to give notice in future. -

9. In the event of the Buyers requesting the Company to despatch the goods either 
by rail, road or sea, and the Company acceding to such request the goods shall be at the 
risk in all respecte of the Buyers, from the time they leave the mill premises or godowns 
of the Company, as the case may be, including the risk of delay in delivery due to non· 
booking of the goods by the railway or shipping company for which the Company takes 
no responsibility. 

10. Where goods are to be delivered in lots or by instalments, this contraot shall be 
deemed and construed as a separate contract in respect of each lot or instalment, and the 
righte and liabilities of the Company and the Buyers respectively shall be the &&me as 
though a separate contract had been made in respect of each lot or instalment. 

11. All goods of which delivery Bhall not be taken by the Buyers in accordance with 
the terms of this contract. shall .. s from the date on which delivery thereof.ought to have 
been taken be deemed to have been appropriated to this contract and the Buyers shall 
be deemed to have assented to such appropriation without any further consent on their 
part than is evidenced by their being parties to and signing this contract. From the date 
of 8uch appropriation the said goods shall be held by the _ Company for the account of 

.the Buyers and at their sole risk as regards loss, damage, deterioration or otherwise and 
the price of the goods plus all charges shall carry interest in favour of the Company from 
due date at the rate of9 per cent. peraunum and the Company shall be entitled at its sole 
discretion and without any previous notice to the Buyers to sell the said goods on.account 
and at the risk of the Buyers either by public auction and/or private sale and either 
together or in lots and at such time or times and on such terms and conditions as the 
Company may think fit. If the net sale proceeds of the goods shall be less than the amount 
due to the Company for the price of the goods plus interest and all charges, the .Buyers 
shall pay the deficiency to the Company on demand. 

12. The Company shall have a general lien on all goods of the Buyers for the time 
being in the posses.qon of the Company (inoluding goods already paid for but of which' 
delivery may not hate been taken by the Buyers) for the total amount due to the Company 
for the time being under this contract and also for any amount due to -the Company under 
any other contract with the Buyers either alone or jointly with another or others. 

13. In respect of all goods of which delivery shall not be taken by the Buyers on the 
due date the Buyerugree to pay to the Comp&ny on demand annas 8 per bale per month 
or any part of a month for godown rent and aunas 4 per bale per month or any part of a 
month for insurance calculated from the due date for taking delivery thereof ·to the date 
on which actual delivery shall be taken by tM Buyers. 
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14. If any goods while in the pOBSe88ion of the Company shall. be destroyed and/or 
damaged from any cause whats.oever after the due date for ~elivery thereof to the Buyers 
any sum ~covereo from the msurance of such goods agamst such destruction and/or 
damage may be applied by the Company in satisfaction in whole or in part as the case 
may be of the price of the said goods plUB interest and all charges, and if the.sum 80 

reoovered shall be leBS than the price of the said goods pZUB interest at 9 per cent. and all 
charges the Buyers shall pay the deficiency to the Company on demand, and on the other 
hand if the sum so recovered shall be greater than the price of the said goods pZUB interest ' 
at 9 per cent. and all charges, the sellers shall pay the excess 80 recovered to the buyers 
on demand. 

15. If the Company shall be unable to" deliver the whole or any part of any goods 
sold for future delivery by the time specified for delivery thereof by reason of the mills 
working short time, or its being expedient to stop the mills temporarily or by reason of 
fire, war, stoppage or hindrance in the supply of raw materials or fuel, exprosion, accident, 
strike, riot, lock-out or other disorganisation of labour or transport, breakdown of 
machinery, or any other inevitable or unforeseen event of any kind whatsoever directly 
or indirectly interfering with the working or the full working of the mills, the Buyers 
shall take delivery of such bales as the Compa.ny may be in a position t~ deliver (if any) 
and the time for completing the contract shall, as regards the bales not ready by the 
specified time, be extended for such time as the company may reasonably require to 
make up for the delay caused by stoppage, hindrance to or interference with the working 
of the mills or any other of the events or circumstances before mentioned PROVIDED 
ALWAYS that should the inability to delivery be continuous during a period of three 
consecutive English calendar months then the Buyers shall be entitled by notice in 
writing of their intention to do 80, to cancel the contract in respect of any bales then 
remaining to be manufactured. 

16. If for any otl;1er reasons than those mentioned in the last preceding clause any 
portion of the contract goods is not ready for delivery by the specified time, it shall be 
lawful for the Buyers at their option either to cancel the contract in so far as it relates 
to the balance of the goods not then ready for delivery. or to extend the time of delivery 
for such period as the company may reasonably require, not exceeding one month, 
PROVIDED ALWAYS that if the Buyers shall elect to cancel the contract it shall be 

.. 'incumbent upon them to give the Company within seven days after the due date for 
delivery of the goods not then ready notice in writing of their intention to cancel and in 
default of such notice within the time aforesaid the Buyers shall be precluded from 
cancelling the contract and the time for delivery shall be deemed to have been extended 
for such period as the Company may reasonably require, not exceeding one month, to 
make ready for delivery the balance of the goods then undelivered. 

17. If in any olthe ce.ses provided for in the last two preceding clauses the Buyers 
snaIl not be entitled to make any claim for damages, allowance, compensation or otherwise 
in respect of such non.delivery or late delivery and shall pay for the goods delivered
a price which shall bear the same proportion to the total price of all the goods as the goods 
delivered bears to all the goods agreed to be delivered, and in the event of the time for 
delivery being, or being deemed to have been extended, all the provisions of this contract 
shall apply equally to the extended time as to the time originally speoified, including 
therein the remedies reserved to the Company for failure on the part of the Buyers to 
pay for and take delivery of the goods tqen ready within the extended period and including 
the liability of the Buyers for interest. 

18. The Buyers shall not be entitled to make any claim for an allowance or otherwise 
in regard. to the condition of the goods when once the goods have left the mill premises or 
the godowns as the case may be of the Company. 

19. The Buyers shall not be entitled to make any claim for an allowance or otherwise 
on the ground that the goods delivered are not in accordance with the contract unless 
notice in writing of their intention to make such claim shall have been given to the 
Company within one calendar month after the date of actual delivery of the goods to the 
Buyers or to a carrier or other agent on behalf o~ the Buyers. ~ default of ~y such 
notice the goods delivered shall be deemed to be m all respects m accordance WIth the , 
contract. 

20. In the event of any goods the subject of this contract or any portion thereof being 
destroyed or so damaged by fire, water or other cause beyond the control of the Company 
as to render them unmerchantable while stored at the mills or godowns of the Company 
pending due date for delivery the contraot in respect of such goods shall be deemed to 
have been cancelled by mutual consent and the Buyers shall have no claim whatsoever 
against the Company m respect of such goods, but if the price of such goods shall have 
been then paid the Buyers shall ~ entitled to a refund thereof. 



21. All disputes e.nd questions whatsoeverwbich shall arlsebetweentheparties hereto 
out of orinconnectionwith this agreement orastothe constructionorapplice.tionthereof 
or the respective rights, e.nd obligations of the parties hereunder or as to any clause or 
thing herein contained, or any account or valuation to be made hereunder or as to any 
other m&tter in any way relating to these presents, shall be referred to arbitration in 
accordance with the rules of the Bombe.y Millowners' Association for the time being in 
force regulating arbitrations with respect to yam and piece-goods. 

22. Notwithstanding any such reference to arbitration as aforesaid the Buyers shall 
take delivery olthe goods the subject of the reference and pay for the same as herein 
agreed, and unless the arbitration award is to the effect that the goods under dispute are 
.. no tender" the Buyers shall be'bound to accept the said goods on payment by the 
Company of the allowance (if any) awarded to the Buyers. If, however, the arbitration 
award is to the effect that the goods are " no tender" the Buyers shall be entitled to 
invoice back the said goods with any penalty the arbitrators may award. 

23. The Company has the option to manufacture the goods sold under this contract 
at either of their Mills (Textile or Spring), and the Buyers cannot raise any objection to 
same. . 

24. Delivery of the sai~ goods shan be taken by the Buyers as follows:- • 
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Witness No. 77 

Mr.. RATILAL T. THAKAR OF RATILAL & Co., -
BOMBAY 

Written Btatement dated the 8rd September 1926. 

I, the undersigned, have been connected with the cotton trade in Bombay for 
several years .. I was a member of the Cotton Contracts Board and am now a mem
ber of its successor the East India Cotton Association, Limited. I am also a mem
ber of the Representative Committee of the said Association elected by the Broker's 
Panel. The said Association has invited the members of its Representative Com
mittee to submit .to it their views pertaining to the enquiry your Board has under. 
taken at present, with a view to preparing a statement to be placed before your 
Board. I take this opportunity of submitting my 'views to your Board, while 
sending at the same time a copy of this statement to the said Associati?n_ 

The city of Bombay which, ranks second amongst the cities of the British 
Empire depends on two main activities for the maintenance of its prosperity and 
affluence, "iz., the cotton industry and tbe export-import business_ These two 

. are in fact the foundation stones 'of the city of Bombay's prosperity and if anyone 
of them is imperilled the edifice is likely to crumble. It is also equally true tbat 
any danger lo the prosperity of this second city of the Empire will reflect itself {On 
the whole country and also on the Empire. 

It has been noticed by those concerned for the past few years that the cotton 
industry of Bombay is losing ground and becoIl!ing worse day by day, and has now 
reached -the final stage in its downfall. To tell the truth, it is lying on its death
bed at present_ In my opinion there are two main causes for this state of affairs_ 
The first of these causes is closely connected with the financial policy of our Gov
ernment and the second is founded on the carelessness and want of technical skill 
on the part of our mill-agents. 

The first cause mentioned above divides itself into two main issues; and tbe 
issue concerning Taw material ranks first and demands particular attention_ 

At the outbreak of war in 1914, the price of cotton in other countries of the 
world as well as in India went down at first and the position became sufficiently 
bad to cause anxiety regarding the future of cotton growing and cotton industry 
in the country. However, the market began to improve soon after in 1915 as the 
demand for and scarcity of cotton in the world markets became apparent, the price 
of cotton began to rise, and with it the condition of the country went on improving_ 
The --climax was reached in 1917-18 and the price of cotton which was Rs, 125 
per candy (784 Ibs.) in 1914 rose to about Rs. 1,000 per candy in 1918. As a 
natural consequence of this rise in prices of the raw m80terial crores of rupees came 
into the country from outside and its economic condition improved for the time 
being. A mere glance at the figures of the increased amounts of currency notes 
in circulation in' the country, the Government loans floated during the past few 
years and the war-bonds and other securities in which the people of this country 
invested their surplus wealth, will amply prove the truth of my statement. In, 
short, by the rise in price of the raw material the country was growing more pro- • 
sperous every day. 

However, those engaged in governing the country, evidently did not appreciate 
this state of affairs. Professing to act in the best interests of the country, they 
took the unwise step of controlling the price of cotton and appointed the Cotton 
Contracts Board to carry out their desired policy. The effect on the price of cotton 
was instantaneous. As soon 80S the intention of the Government concerning the 
appointment of the Cotton Contracts Boa.rd was known, the price went down by 
Rs. 150 per candy and a further fall to the Bame extent was registered soon after 
its appointment. The said Board hegan to function on the 1st Septemher 1918 
and the first clearing held under its auspices registered the first fall in prices. by 
Rs. 150 per candy. • 

Evidently the Government were not satisfied with these results and they began 
to manipul80te the exchange by selling Reverse Otluncil Bills. That manipulation 
dealt a fin80l blow to the price of cotton and ultimately it went down to Rs. 425 
per candy. During this period the position in the United States of America was 
quite different. During 1918 the price of cotton ruled at about 99 cents,' while it rose 
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to 43·75.cents in July 1920.' Had our Government not interfered in, the matter 
the price in India would also have continued to rule high and would have made the 
country. especially the peasant class not ouly prosperous but afiluent. As it is, the 
action of our Government has resulted in a net loss of billions' of, rupees to the 
country in connection with cotton only and has ruined the peasant class entirely 
beyond any immediate hope of recovery .. 

This naturally resulted in impairing the purchasing, power of the people and 'in 
decreasing .the demand for cotton. This together with, exchange manipulatioIis 
managed to ruin the piece·goods trade of the country. The piece·goods merchants 
luffered heavy losses and many of them were broken, This was reflected in· its 
turn on the world·demand for piece.goods and the vicious circle ended in greatly 
curtailing the world·consumption of cotton. The price of cotton in the United 
States of America also began to go down and in Mli.rch 1921. it went below 11 
cents. The price in this country. at the same time ruled at about Rs. 255 'per 
candy. The purchasing power of those concerned was affected beyond liri:lit. 
The Cotton Contracts Board fixed the rate of Rs. 255 per candy on 7th March 
but it was not possible to get. buyers for good qualities Ilf ready co~ton even at 
the rate of Rs. 200 per candy. 

At this period, i,e., iii 1920·21, the movement involving the use of country.made 
goods and the boycott of foreign goods had become very strong and as a result 
thereof the mills in India earned good profits. But a major portion of these profits 
remained only in books, since some of those who had cohtracted tQ buy on forward 
deliveries failed to pay for and take delivery of the goods. On the other hand, the 
stock of goods at the mills began to increase and their prices went down. 

If a man is slapped and boxed severely the dire effects may not be apparent soon 
after the thrashing., His condition will however become serious as time goes on. 
The cotton industry in India has also suffered similarly and the baneful effects 
a.re now apparent. If an employee becomes popular and consequently distasteful 
to the employer, he will have the former thrashed and when he is bed·ridden on 
account of that thrashing his employer will send a doctor to attend ,on him. Some 
such thing has happened in the case of our Ilotton'industry. Our Government have 
thrashed the life out of it consciously or unconsciously and are now enquiring as 
to why it has been reduced to a skeleton. By its untoward and unwarranted in· 
terferenee the Government have' succeeded in allilost' ruining the industry and are 
now appointing Committees and Commissions to enquire into the, causes of that 
min. .. 

The first and foremost of these patients whom the Government are now making 
a gesture to doctor is the Tata Steel concern, which is now being given medicine 
in the form of a bounty, to prevent the patient from hastening to his untimely 
grave. The second patient is our cotton industry and if the Government honestly 
desire to attend to its revival, that result in my opinion can; be achieved by increase 
ing duties on imports. The prime necessity however is of ceasing to interfere in 
an untoward and unwarranted manner as done hitherto. Prevention is better than. 
cure. If the individuals concerned in managing the affairs of our Government make 
honest efforts and give necessary facilities for the development of the industry, as ' 
they would do in their own country, I believe our mills will revive within a few 
years and will make the country prosperous by becoming the best producers in the 
world. 

Those counected with the management of the industry seem to believe that 
they can make big profits if they can obtain cotton at a cheap rate. However the 
experience of the past few years falsifies that belief. When the price of cotton 
goes down, it also impairs the purchasing power of the people to that extent, 
nearly 80 per cent. of the population being cultivators. While ,at the present price. 
level the purchasing power of the community has been reduced almost to a nullity " 
it can easily be imagined what will nappen if ~hat level goes down still further. 
r do not believe the industry can ever make profits at a low price·level. 

The management of the industry also believe that they cau obtain cotton at 
cheaper rates and hence make good profits if the element of speculation prevailing 
in the trade is eliminated. They, however, seem to forget that if prices go down 
~s they desire, Japan and other counmes competing with them will also be able 
to obtain cotton for their mills at the reduced rate and will therefore, be in a better 
IlOsition to compete with them. They must also bear in mind that a lower price. 
level will result in lower purchasing and stacking power. 
It is a fact that the Japanese mills obtain Indian cotton at cheaper rates thaD 

;he mills in ~he country d9' 'rhis is due to their organization. Durin~ the .,ear 
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ended 81st 'August 1926, 18,78,836 bt\le~ were e'xporCed to Japan and China. The 
number of bales exported to these two countries during the year 1924·25 was 
20,22,588. A m,ajor portion of this stock is purchased by.the three big. Ja.pane8e 
;irms in Bombay. In fact, they almost hold a monopoly for these purchases._ And 
being such big purchasers they are able to control the cotton market by their 
timely manipulations. They buy not only in Bombay but also in the moffussil. 
They also employ the system of double-hedging to their advantlJ,g'e very often." 
They make forward sales in Japan and make forward purchases here. When the 
crop is ready for ginning they buy in the mofussil and effect forward sales in the 
Bombay market freely. Consequently they succeed in depressing the price-level in the 
Bombay market which necessarily influences other markets in cotton-growing areas 
of the country. They also often appear to sell cotton in India against yarn pur
chases in Japan and vice verBG_ During the year 1921 they openly sold cotton in 
large quantities in the Bombay market_ It is believed that by these manipulations 
the foreigners are able to obtain cotton at cheaper rates. On the other hand the 
managers of the local industry are devoid ,of any such monopoly or organisation and 
hence are unable to manipulate the market to their general advantage. They are 
obliged to buy in the local market and more often than not the tendency of the 
mill-agents being to act in the interests of the sellers, the mills obtain cotton at 
higher rates. Besides, for want of liquid capita.! the mills here are unable to stock 
a large quantity and hence have to pay higher rates when need arises. Dndel these 
circumstances the mills obtain cotton on an average at a higher price than the 
foreigners do and very often they are' saddled with low quality cotton. So long 
as the mill-agents continue to be careless and believe that personal effort \II detri
menta.! to their prestige and dignity, they will not be able to obtain cotton for 
their mills at the rates as cheap as the foreigners can. ." 

Besides there may be other defects preva.i.ling amongst those concerned with 
the management of the industry but I do not profess to have any personal experi-
ence in that connection. .' . 

On the whole, I believe, that if it is considered necessary to preserve the well
being and prosperity of this second city of the Empire it is imperatively necessary 
to protect the industry and to gain that end I beg to make the following suggelf
tions :-

(1) An import duty of 121 per cent. to be levied on piece-goods imported into 
the oountry. 

(2) From the produce of this revenue a bounty of 10 per cent. should be 
given to the piece-goods exported from the country. 
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Witness No. 78 

Mr. I. H. WARDEN; BOMBAY 

Written Statement datetl Bombay the 25th October 1926 

In my humble opinion the present depression in the cotton textile industry is more 
acute in Bombay mills than in upcountry centres, as Bombay is further from the cotton 
fields and the consuming markets in India. This is more on account of higher labour 
charges, higher municipal taxes, and owing to its beingasea~portandgettingthe fullforce 
of the foreign competition. The cotton cess and the duty in Bombay and general all. 
round duty of 1~ per cent. on sizing material after the war and 5 per cent. on mill stores, 
etc,. and heavy railway charges are all combined factors together with the raising of 
exchange to pave tbe way to the decline and downfall of the Indian cotton industry. 
I am of very strong opinion that the manipulated raising of exchange to lB. 6d. by the 
Government of India is the chief cause of depression, which is just like a ·121 per cent. 
bounty to British goods. The depreciated Italian and Japanese exchange has also 
aggravatsd this grievance. This indirect bounty to the Japanese cotton goods 
has made its competition very acute for the last two years. ThE! statistical figures ' 
up to 1924 are not the true criterion of the Japanese competition. The figures 
of the last two years should be closely taken into considel'ation together with 
the year 1926. 

I consider the present depression a permanent one. As long as the Government of 
India raise the exchange by manipulation, in the words of the Finance Member a few 
day. ago before the Burma Chamber of Commerce, "That the resourCes of the 
Government of India are ample enough to maintain the lSd. exchange ratio against &ll 
bear tactics" and declared" tbe 16d. ratio a dead Ulsue." By this talk of the Finance 
Member I am quite emphatic that in the near future all that has been left of the indigenous 
industries of India will die out unless protection is given against raised exchange. I 
further take the liberty to bring to your notice how the masses have lost their buying 
power as they get 121 per cent. less for .their product in export by ISd. ratio which 
I consider to be another indirect effect in the cause of depression, i.e., that the masses 
have very little spare money to clothe themselves with. 

I now come to other shortcomings in the industry. The recent change to electrical 
power drive adopted by most of the Bombay mills is a factor in raising the cost of the 
cotton production in yam and cloth. The electric power supplied by the T/!-ta Hydro. 
Electric Co., Ltd., is charged now on an average of 'S anna per unit; to this may be added 
steam required for sizing, calendering, insurance, pumps, maintenance charges, boiler· 
staff, etc., which will be '15 anna per unit including capital charges for electric drive, i.~., 
total '95 of an anna per unit. This for a mill of 30,000 spindles and 1,000 looms indicating 
1250 H.P. = 936 K.W. for 10 hours = 9360 units per day = Rs. 556 per day at '95 of an 
anna. Whereas the mechanical power of the present steam engines with coal at Rs. 20 
per ton will be '6 anna per unit including sizing, insurance, maintenance, etc. = Rs. 351, 
'.e., in round sum of Re. 200 more per day for electrical drive, I.e., 200 X 26 = Rs. 5,200 
per month X 12 = Re. 62,400 per year more to be paid. I will give some practical 
experience of a mill that has changed to electric. drive and has. an increase of Rs. 5,000. 
per month in power bills. Another practical experience in which an electrical drive 
oontract W&8 broken with the Tata Hydro.Electric Co., Ltd., at the instance of my former 
report against eleotrical power being too dear, and paid Re. SO,OOO as compensation 
to the Tata people and borne another Rs. 20,000 (twenty thousand) for expenses, etc., by 
the bona fide millowner. Another mill h&8 paid Re. 40,000 to the Tata people for breaking 
the contract and keeping the old meohanical power. 

As to the general talk and belief (1) that the mill agents are speculative and their loss 
trans&etions are transferred to mill accounts, (2) that there is inefficient and 
uneoonomical top.heavy management and (3). no control over agency- system of 
management on account of the defective Joint Stock Company legislation by the share· 
holders, I here with the greatest reluctance humbly bring before your knowledge 
without any reflection on any individual agency that there have been recently' two or 
three C&8es in the court against somesupposed.to.be dishonest agents. Generally such 
dishonest practice is very r&re. It can be easily mitigated by amending. the Company 
Act. . 

(2) I am always in doubt whether effioienoy and economy can be maintained to tha 
full satisfaction of the shareholders, by the agents &8 long &8 the directors &rc re&lly 

lila y 422-21 
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appointed b; the agents themselves. The show of the shareholders appointing them at 
the general meetings is only eye.wash. It is an open secret that the directors are willing 
toolS and mllie puppets in the hands of the managing agents. They can have hardly 
any sufficient hold on the agents' buying, selling and economical working of the industry. 
I do hope that the Board has got enough proof so that by way of precaution against such 
vagariNi on the part of some agents radical changes may be suggested in the rules and 
regulations of Joint Stock Companies when protection is given to the cotton textile 
industry in the form of higher import duties. 

At this juncture I want ,to bring before the consideration of the Tariff Board the top
heavy management of some of the concerns. I state this without any prejudice to any 
party concerned, and I do hope and believe that the Tariff Board will consider it 
practically without any reHection upon my exertion to bring before them what in my 
humble opinion are true and hard facts. I have the honour to bring before the scrutiny 
of the Tariff Board the top-heavy management in the employment of Europeans as 
heads of departments on princely pay, who have no experience of such departments. I do 
admit that this question is a very delicate one, but I cannot help bring,ing this before the 
knowledge of the. Tari1f Board, hoping that the Board is really in earnest in finding out 
all the factors that have been aggravating the present depression, which can in my humble 
opinion be easily removed. Under such inefficient European heads of departments, 
the real management and responsibility as regards production, etc., have been entrusted. 
to their assistants by the agents themselves. Your humble servant has got very bitter 
experience in one of the biggest firms in. Bombay, that doffers, cut lookers, lap carriers, 
3rd year apprentices, fitters have been sent from Europe as carders, spinners, weavers, 
sizers, finishers, managers and engineers who have never taken any independent charge 
of such departments before. Such inefficient European officers as heads of the depart
ments are at the mercy of their assistants, who manage everything for their ignorant 
superiors, under low pay. It is a pity that although able efficient Indian officers can 
be easily obtained at reasonable pay some of the agents have the weakness to appoint 
inefficient Europeans at the cost of the industry. I assure you that I have no prejudice 
against certain number of able foreigners being emplo~d who can teach and show better 
management to the people of this country, but indiscriminate dumping of inefficient 
foreigners at fancy salaries is ~ great burden on the textile industry, and I do believe 
this is a not a small factor in raising the cost of production. The new Factory Act e.nd 
.the new Boiler Act are another burden on this industry. The former is very stringently 
applied as regards whitewashing of the factories every year, building construction and 
overtime of the mill-hands, which should be reasonably slackened. The new Boiler 
Act wants two extra boiler attendants which I consider not necessary when a qualified 
mechanical engineer is there to look after the boilers. 

With all the pronndoonB I h~ve put before the Tariff Board both in favour of the industry 
and against it. I have come to the conclusive opinion that the chief cause of depression 
is ISd. ratio per rupee which saps the very marrow of the cotton textile industry as a 
whole. If the Tariff Board cannot consider it in their power to suggest the lowering 
of the manipulated exchange to the original 16d. ratio, the Board should consider it 
their duty to strongly recommend the Government of India to raise the cotton textile 
import duty to 11 per cent. + 13 per cent. = 24 per cent. automatically adjusting itself 
with any further raising of exchange in future. As to the refund on re-export !suggest 
arefund of only 11 per cent. in justice to Indian cotton textile export. All the other 
depreciated exchanges of other countries should have countervailing duties levied on 
~heir textiles according to their depreoiated exchange. I think this is the only true 
solution of the question for good, I.e., for five years; otherwise the industry has again 
to apply for further raising of the duties, if the Finance Member raises the exchange to 
even lB. Sd., which I, in my humble opinion, do apprehend, as a smack to the Assembly 
vote against the fixation of exahange to 18. 6d. recommended by him. This duty also 
to be applied to yarn up to 40s counts. 

I further suggest that the board of directors should have at least two of them direotly 
appeintedby the shareholders only, without any proxy votes of agents or other directors, 
by a show of hands in the meeting by the shareholders only, who have proposed no 
other direotors advised by agents. The board of directors' responsibilities should be to 
all sales and purchase by the agents, 1.41., to countersign the contracts by the directors 
within a week of the oontract. This is not as a reflection on the honesty of the agents, 
but as a sure precaution against all vagaries of transferring the loss contraots of anyone 
to the mill acoount. The agents and direotors should be prohibited from speoulating 
in ootton, ooal. stores and their agency shares. The balance sheet and profit and loss 
aocounts should be quite clear in detailed items for an ordinary man to understand 
the true position of the oonoern. This is eimply as a precaution against, any windoW' 

_ dressing. . 
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As to the depreciation BCConnt, I am of opinion that it should be used both for renewal 
of machinery and extensions, to be divided in equa.l proportion, and should be reckoned 
8B a charge on production and not on profit. . 

I am further of opinion that the cotton duty and cotton cess in Bombay should be 
abolished and in return an export duty of 3 per cent. on cotton should be imposed and the 
proceeds should be utilised for the well being of cotton cultivators, as in giving out 
dole in bad seasons and taga vi for seeds, etc. This export duty will affect the 
cultivators like a deferred income set back for bad seasons to help them. 

MO Y f2~-21a 
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WItness No. 79 

Mr. K. D.GORDHAN, BOMBAY 

Written Statement dated the 11th September 1926 

I have bet>n oarefiiny following the" proceedings of your Board, and one thing that 
strikes me most is the complete absence therein regarding the views of the man most 
concemed-Imean the dumb man at the plough. He is the one person who will be 
vitally affected by the decision arrived at by your Board, but the pity is that nobody 
cares to speak out on his behalf. 

You have heard the lJlillowners and the hundred and one interested persons ~ho have 
grown fat on the textile industry, but no one has come forward to represent the point of 
view of the consumer. I beg to state that he ought not to be left out of consideration. 

A high tariff is alright to" talk about. But who has got to pay for it' Is it fair that 
the population of this poor land should be penalized in order that a few rich men may 
grow richer , 

The poor villager of this country is unable to clothe his body except for a loin cloth 
and a pugree. A high tariff may go to deprive him even of this luxury ! [think the 
millowners should be told to put their house in order, instead of clamouring for a tariff 
wall, which may not prove an altogether unmixed blessing when granted. 
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Witness No. 80 

Mr. G. FINDLAY SHIRRAS, PRINCIPAL, GUJAR4T COLLEGE, AHMEDABAD 

Written 8tatemenl dated Octobe': 1926. 

MEMORANDUM I ... 

SUMMARY OJ' EVIDENOE 

The evidence which is given ,below under the orders of the Government of Bombay, 
deals mainly with the causes of depression in the cotton mill industry, especially -in 
Bombay (City and Island) and oonnected questions. The evidence is, of course, given 
in my personal capacity and I wish it to be understood that, although asked to give 
evidence, I do not appear, in order to speak for the Government of Bombay. 

CAUSES OJ'DEPRESSION 

In section I of the Questionnaire the main causes of the depression are referred to iit 
the queries which- have been asked. In this connexion statistical tables have been 
compiled to show the financial results of the working of mills from 1917 to 1926. A 
statement has been prepared showing the fluctuation in the price of 42 cotton mill shares 
as compared with other industrial securitiel} and fixed interest securities for each year 
from 1914. A statement has also been prepared to show the wholesale prices in food 

, grains and oil seeds as compared with raw cotton, and cotton mailUfactures from 1914 
to 1926. With this data it is possible to show with some de.gree of clearness a few of 
the main causes at work in regard to the depression. 

l 

It will be seen that the present depression in the cotton textile industry has been 
confined chiefly to Bombay (City and Island). It has to a less degree extended to other 
parts of India as will be seen from statement I, showing the dividends per cent. of 
representative mills in Bombay (City and Island), Ahmedabad, Sholapur, Indore 
Bangalore, Bengal, Central Provinces, and the United Provinces (Cawnpore). In 
Sholapur the mills, despite the depression in Bombay City, have done well. All things 
considered, and at the present moment mills in Ahmedabad are as a whole earning fair 
profits. The statement is of interest as showing also that mills in the same centre are 
not all affected to an equal degree. From 1917 to 1921 the mills were earning high 
profits. In 1922 the boom was past, bunt was not until 1925 and 1926 that the full 
effects of the aftermath were experienced. The millowners of Bombay (City and Island) 
have been the most hit by the depression. This depression has been ''the most 
difficult industrial period known since the sixties in the industry, and if general 
world trade conditions are included, the most difficult industrial period known for 
a hundred y~rs. 

The general depression of the trade after the short period of the Armistice boom was 
not foreseen. Many people did not comprehend how,closely India was linked in her 
economic solidarity to -the outside world, and how financial stringency, the' outcome of 
impoverishment, due to the war and the political unrest in Europe, would restrict credit 
and retard schemes of development all over the world. When I was in America on 
study leave last year, I had an opportunity of examining at first hand the special 
investigatinns which have been undertaken by the Department of Labour and Industries 
of Massachusetts into the condition of the textile industry in that State, where the 
working hours for women and children in textile mills have been limited by law· to 48 
per week and 9 hours per day, while in no Southern State except South Carolina where 
the weekly limitation is 55 hours and Tennessee 75 hours is there a limitation of less than' 
60 hours per week and 10 hours per day. Moreover in MassachuSetts the employment 
of women and children in textile manufacturing is prohibited after 6 p.m. and before 
6 a.m. but in none of the Southern States is night work by women prohibited in the 
cotton mill industry. -The official enquiry referred to this in the following terIDS : .. As 
it is considered necessary to employ women in cotton mills both in the Nort. an~ in the 
South this limitation of hours in which the work can be performed by women appears 
to be the most important handicap suffered by the Massachusetts mills in their 
competition with the mills of the South. Cotton machinery has become almost 
automatic and the more hours the machines are operated, the greater will be the 
production for the same overhead. However, the records presented later in this report 
show that actually, notwithstanding the limitation of the maximum hours of employment 
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in this State,'the mills in Massachusetts are not operated any less' continuously than 
the mills in other New England States in which the legal maximum number of hours 
is in no Case less tJIan 54 per week. 

Evidently, therefore; the restrrction which most seriously affects the ma~ufacturer 
in Massachusetts is that which- prohibits the employment of women after 6 p.m. and 
thereby renders it~practically impossible to operate the textile mills in this State with a 
second shift of employees, even though none of these employees have been employed in 
excess of 9 hours in a single day or 48 in a week. As a matter of practice most of the 
operatives in Southern mills work 55 hours per week during the day-time, 10 hours for 
five days and five hours on Saturday, and then if necessary a night shift (including 
women) may be employed for 50 hours-l0 hours each night, except Saturday and 
Sunday nights. Thus when occasion requires the spindles are operated (on a two
shift basis) even as many as 105 hours per week, as against a maximum of 48 hours in 
Massachusetts ... 

For some time previo,us to and during the greater part of the year 1922 business in the 
cotton mill industry in Massachusetts waS not normal, and most of the milJs were operated 
on Ii. part-time basis or with reduced labour or with~both. Strikes took place and the 
industrial conflict was prolonged. SimiJ&rly in 1924-25 the Lancashire cotton industry 
which has 39 per cent. of the world's spindles, as compared with Iridia and Japan with 
one-sixth, found it. impossible to do business, owing to the dearness and scarcity- of 
raw material, the narrownes8 of margins, and the settled determination of customers 
to buy cautiously. Manufacturers were harassed by dear cotton and were faced with 
the prospect that if they converted it into yarn, they would be left with large stocks 
of dear goods when cotton fell in value. The spinning and weaving milJs consistently 
played a very cautious game. Not since the cotton famine brought about by the American 
Civil War in 1861 has there been such a long spell of depression and unemployment in 
Lancashire and the only course has been to make the best of a bad job. The acceptance 
of .. desperation" prices have not, therefore, been unknown and overhead charges 
remaining normal and production being reduced to a minimum the financing of busineSs 
was unusually difficult. At the present time the ideal conditions have not yet arisen, 
namely an ample supply of raw cotton at reasonable prices allowing to the grower a 
fair reward and placing the manufacturer in a position to produce cotton cloths at prices 
within reach of the poorer consumers. The cost of raw cotton plays an exceptionally 
large part in determining the price of cotton goods, and the recent large estimates of the 
American crop will make for lower prices of the manufactured article. The stocks in 
Lancashire and in Bombay will have to be cleared before the milJs see an easy market 
for their goods. It is not in the interest of the spinner ,or the manufacturer that raw 
cotton should' be so cheap that there is little inducement to the cultivator to grow 
cotton. Foreign competition though not negligible does not account for the prevailing 
depression in Lancashire today. This can be met without difficulty when goods can be 
produced at a reasonable cost, and the world is in a position to buy normally. 

In Bomba.y (City and Island) in 1923, the stocks were high and millowners intensified, 
often unwiJlingly, the depression by holding back from the ma.rket when prices were 
falling. On 31st January 1924, the stook of c10th wa.s 150,000 bales a.s against a prewa.r 
average of from 40,000 to 50,000 bales. At the end of July 1926 the holdings were 
140,OOQ bales and in September they may have decreased by 20,000 to 30,000 bales.. 
Before the war it is possible that on oooasions stocks were as great as today, but these 
were spread over between mills and merchants in Bombay and upcountry, while today 
the stocks a.re, generally speaking, carried by the mills themselves, and they have, there
fore, a greater burden in a.rranging for finanoe. In Ahmedabad at this moment there 
may be some 60,000 bales in stock. It is not possible to give a comparative figure for 
Ahmedabad in regard to stocks in the prewar period as there has been a large increase 
in the cloth producing oapaoity of the mills in this oentre. 

Statement IV deais with the fluctuation in the prices of food grains. oil seeds, as 
compared with raw ootton and ootton manufactures including Indian made production. 
Today food grains are 41 per cent. above the prewar level. Oil seeds 40 per cent., raw 
cotton 44 per cent., manufactures 80 per cent., Indian made long cloth 71 per cent. 
and chudders 63 per oent. more than in the prewar period, July 1914. It must be added 
that these fi~ures take no account of the turn over of the cultivator. For example he 
may be sellirig more owing to good harvests and his profits may be higher with the 
inoreased produoe. It must also be remembered that he is not buying as much cloth 
as he used to do, on aooount of the inoreased prices charged to him for mill made goods. 
Before the war the consumption of cloth per head '!Vas about 18 yards pm: person. In 
recent years it is not more than approximately 13 ya.rds per head. This may be pa.rtly 
owing to the high prioes of cloth during the period of the war and for some years later 
the oonsumer here had to restriot himself to a lesser quantity, on account of the high 
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prices for the manme.ctured article. This habit continues and Will continue so until 
prices fall considers bly. 

The table showing the value of cotton shares as compared with other securities year 
by year from 1914, which I compiled for the Stock Exchange Committee, when Director 
of the Labour Office, Bombay, brings out another factor which is by no means negligible 
in reviewing the causes of depresaion. The enormously high value of 1920, 1921 and 
1922 followed by ree.ction recalls to mind the sensitiveness of the market in Bombay, 
especially when it is being tampered with. There are in Bombay 82 mills near each 
other and in a small area and the market is naturally sensitive to internal and external 
influences. In 1919·20 merchants in Bombay heavily bought forward and large sums 
were lost through the fall in prices. Many were also speculating and more than one 
was attempting to comer. Certain people were speculating heavily in land, gold, etc. 
Dealers lost large sums and the credit of merchants suffered severely. No longer was 
it posaible for mercha~ts to have the credit that 'they. formerly. had. It is unnecessary 
now to recall the speculation which led to certain mills changing hands and the effects 
of this on credit. In this period, as it will be seen from statement I, the dividends were 
large and in some cases against the financial interests of th! company. 

In spite of this, not a few mills weathered the storm in a remarkable fashion as the 
three following balance sheets of mills marked A, Band C clearly illustrate, especially 
the items Reserve Funds and Liquid Asaets ending 31st December, 1924, clearly show:-

A. Capital 
Depreciation Fund 
Reserve Funds •• 
Other Funds 
Sun?ry liabilities 

Block ExpenditUre 
Liquid Assets 
Profit and loss accounts 

D. Capital 
Reserve Funds 
Other Funds 

.C. 

Sundry liabilities including profit and loss account. 

Gross Block 
Less depreciation 

Net block 
Liquid Assets 

Capital 
Reserve Funds 
Depreciation Funds 
Other Funds 
Sundry Liabilities 

Block expenditure 
Liquid Assets 
Profit and loss e.ccounts 

Rs. 
62,74,500 

1,31,49,265 
1,35,09,184 

8,13,998 
1,29,67,304 

4,67,14,251 

2,91,07,762 
1,74,60,465 

1,46,024 

4,67,14,251 

28,00,000 
22,29,348 

40,774 
23,10,904 

73,81,026 

60,20,531 
21,70,613 

38,49,918 
35,31,108 

18,50,000 
38,11,428 
71,65,520 
17,31,028 
70,28,607 

2,15,86,583 

1,27,37,911 
87,48,008 

1,00,664 

2,15,86,583 

These mills are in Bombay (City and Island) and are with others ably managed. 
They show the strength of some mills· after years of deprelision following the boom. 
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One also notices that mills situated together in Bombay and, therefore, under the 
same condition of trade depression, prodlUle widely difierent results, owing to internal 
management. Fo~ example, one mill may have been successful in its sale of cloth or 
purchase of raw cotton, while another might have been unable to produce the same 
degree of success in its production, on account of less efficient management. -

It is noticeable how in Bombay and Ahmedabad, several mills do not cover their 
purchases of cotton, generally made in the beginning of the cotton season (when cotton 
is cleaner and better then it is possible to obtain later) against which purchases mills 
have not sold cloth or yarn. It may be advantageous to sell against the actual purchase 
of cotton. Thus one may sell futures at 14 annas in the extent of 150,000 bales and 
buy 75,000 hales six months later at 12 annas and 75,000 to cover the contracts at 
10 annas, thus making a gain against a loss which is credited to the mill. Where a 
mill has sold yarn or cloth and where it is unable to secure the actual or suitable raw 
material, from which it is produced, it may be advantageous to buy futures to the extent 
of the yarn or cloth sold. When suitable cotton comes. on the market, the cotton is 
purchased and futures purchased sold. One transaction balances the other and the 
profit is secured on the sales of cloth or yarn. One group of mills in Bombay sold in 
New York and Liverpool American futures some time ago and covered their losses upon 
the holdings of raw cotton and cloth. The result was that the balance sheet shows very 
small losses in spite of the capacity of mills. Otherwise, these mills would have lost, 
it is said, something like Rs. 251akhs. Clever management and the avoidance of waste 
today are more important than they ever were in the Indian cotton industry. Mills 
should protect themselves to a greater extent than is customary from fluctuations in 

. prices by adopting whichever of these measures are suitable for the business done. The 
.. hedge .. contract should be, as advocated by the Bombay millo-wners a single' hedge 
contract as in Liverpool and Bombay instead of ·the present five hedge contracts. 
Speculation in futures often steadies prices. It develops the markets. As one writer 
says:-

.. It is arguable deductively, but only on certain assumption, that speculation ste~dies 
prices, whatever plausible measure of steadiness be taken. The proof runs as follows: 
A developed market is constituted of experts of men who devote themselves to the studying, 
the foreshadowings of supply and the signs of change j.n demand. When an' expert 
thinks price is going to rise he buys at once for future use. In consequence of his action, 
price does not rise so much in the future as it would have done otherwise, provided that 
the expert was right in his forecast. Now the expert bases his decisions upon a study 
of the facts of demand and supply after a long acquaintance with the facts. In conse· 
quence, he will more frequently be right than wrong, if he is a man of judgment. If 
he is not a man of judgment, and is more frequently wrong than right, he will dissipate 
his resources in time, and voluntarily leave the market ultimately, or be driven from 
it by his losses. Hence through a survival of the fittest, the majority of the experts 
on the market are likely to be men of judgment who study the market and are more. 
frequently right than wrong. Hence their dealings tend to reduce the rangs of price 
variations and to reduce the average variation from the mean price. 

This deductive proof that speculation (which is aided, be it remembered, by futures 
on produce exchanges) tends to steady prices rests on two assumptions. The one assump
tion is that the dealers are experts with knowledge of market conditions. The other 
is that they do not tamper with the market. . 

Tampering' with the market, a8 the reCent history of speculation in Bombay has 
shown, takes place when a man deliberately aims at altering the level of prices for his 
own personal profit. The man who • corners' a commodity, i.e., gets a dominant 
control-over its supply so that he can by having the sllPply in his own hands force 
up the price, is said to tamper with the market. Mills will protect themselves from 
fluctuation in prices by dealing in futures and futures are not always speculated 
manceuvres, but are calculations of the world's consumption on the one hand and of 
the existing and future harvests on the other. 

In Bombay the Mathurdas Goculdas group of mills owing to the speculation of the 
agent in other directions were taken over by Messrs •. Currimbhoy Ibrahim & Sons. 
The Apollo and Esplanade Mills similarly changed hands owing to the heavy losses of 
the agent Mr. Omar Sobani. These were taken over by Messrs. E. D. Sassoon. The 
David Mill changed hands similarly on account of one millowner cornering the shares 
and his being unable to find finds later. The ~naging Agency went to Messrs. E. D. 
Sassoon. The Bombay United was bought by Messrs. Tata during the boom and 
resold later. The China Mill was closed by Mr. Mafatlal Gagalbhai. This was a spinning 
mill and was olosed by him for two years as he could afford to do so, ostensibly on account 
of the profits on the share transactions of the mill. The Prospeot mill, the Diamond 
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mill. and the Planet mill were also liquidated. The JivrajbaUoo mi1I was a very old 
mill and it ia said. not very well managed. 

In Ahmedabad several mills have changed hands, closed down or gone into liquidation. 
It ia interesting to examine the liat somewhat closely. ' 

I.-M iils which have change4 handB 

The Indian Spinning Mill was a boom floatation with second hand machinery and 
the agent himself lost money. The Ahmedabad Cotton and Waste Mill was a prewar 
floatation which also contained second hand machinery. It was short of working capital. 
The Swadeshi Felt Cap and Hosiery Manufacturing Co .• Ltd., also suffered from 
shortage of capital. The Hathiaingh Mills were Mills of old plant. The Shrinagar Mills 
changed hands because the agent got into difficulties through speculation and the Mill 
suffered from the beginning from insufficiency of capital. The Zaveri Spinning Mill's 
agent got into difficulties independent of the cotton trade and absconded. The Sir 
Waghji Mill was a boom refloatation and from the first had insufficient working capital. 
Family troubles had also to do with the liquidation. 

II.-M ills which have close4 doum 

Of the four mills which closed down the Gomtipur Spinning Mills and the -Hathi~ingh 
Mills had old machinery.' The Oriental Mill also suffered from insuffici~nt working 
capital and the same remark applies to the Vishnoo Cotton Mills. 

III.-M ill8 which Ioave gone. into liquidation 

The Whittle Mills. the Asarwa Mills, the Viramgam Spinning and Weaving Mills and 
Swadeshi Mills (in the Ahmedabad ABsociation) have also gone into liquidation owing' 
to speculation and in some cases to defalcation of the agents. It is commonly believed 
that the unfortunate position of the Whittle Mill is entirely due to mismanagement 
and speculation., . 

In the Ahmedabad Millowners' Association liat of Mills which have gone into liquida
tion the Universal Mill was a weaving mill only and over.capitalised. The agent of 
the Zaveri mill as has already been mentioned absconded, while the remainder, the 
Gomtipur. Vishnoo Cotton. and Vaso Mumbai were handicapped from the start. 

What then is the conclusion' Clearly this. It is doubtful whether the mills mentioned 
in the list furnished by the Ahmedabad Millowners' ASRociation could have continued 
to run except under boom conditions. They were in most cases short of working capital 
or without up· to-date machinery. 

\ J AP ANESIII COlllPETITION 

The Bombay Millowners' Association have rightly drawn attention to the large imports 
of yarn and piecegoods from Japan in recent years. The statistics of yarn have in ten 
years increased more than 32 times, while imports of piecegoods have risen nearly 14 
times. When I was Director of Statistics with the Government of India, the increase in 

. .trade with Japan was always a matter of considerable importance and interest. It 
was noticeable. however. that many of the increases were not really of a permanent 
nature. In regard to yarn and piecegoods. however, the same cannot be said, and in 
a sensitive market like Bombay with its 82 mills and large export and import houses 
the Japanese imports have given rise to serious questionings. It is this extraordinary 
rise .. as the Bombay Millowners' Association points out," every year in Japanese 
imports which fills with dismay the minds of everybody who has a stake in the cotton 
mill.industries of the country. H the Japanese imports go on increasing at the present 
rate. one hesitates to contemplate the plight in which the cotton mill indust,-y of the 
country will find itself in about five or six years' time. It is necessary, therefore, to 
look a little further into the question of competition. 

Great Britain with ~bout one-third of the total world's spindles in 1925. or nearly 
as many as all Asia and America put together, exported to India last year 300 million 
yards of clotj, more than Japan produced even by working overtime, and the exports 
were fine goods. while the Japanese were coarse. The finer the spinning the less weigh t 
of cotton to be used. More work and less production are put into the production. It 
is not with England that the competition lies, but with Japan and to less extent with 
Italy. In Ahmedabad, for example, Italian yarn was recently offered at one anna 

'per lb. less than the Japanese. The real brunt of foreign competition at the moment is 
undoubtedly with Japan. In ,Japan as Sir Charles Innes pointed out" our 
information went to show that in Japanese spinning mills the proportion of women to 
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. men was 0,8 3 to" 1 and that on an average 26 days per month, and 19 hours per day 
w~re worked. There were two shifts. ,:!,he res1;llt. was that in 1923 the output per 
spmdle was more th1l,n 200 Ibs. of yarn. In India m 1924-25, the output per spindle 
was 87 Ibs. of yarn. Thus the Japanese clearly get the advantage of large scale produc
tion. Similarly certain facts have come to our knowledge about the weaving mills. 
The ratio of women to men was 5 to 1. Particulars of 19 big mills showed that they 
worked 26 days per month and an average of 14 hours per day. The output of cloth 
per loom was 19,000 yards a year. In India it was 13,000 yards a year. 

The average daily number of operators in the spinning and weaving departmentlf 
of the mills in Japan amounted approximately to 205,000 during the year 1924, of whom 
78 per cent. were women and 22 per cent. men, while there is a total labour force of 
368,000 in Indian mills, of whom 153,000 are employed in Bombay (City and Island). 
In the cotton mills in the Bombay Presidency the proportion of women to men is l·to 4 
and women are not employed as a rule in the weaving departments. The rates of 
wages,like the wages in Bombay have increased as will be seen from the following table 
published in the Labour Gazette, Bombay, in December 1925. The figures were converted 
into rupees at 1 yen e!j.ual to Rs. 1-9-0. The table is interesting as showing the extent 
of the increased rates since 1924 which are converted throughout it seems (but this is' 
not clear) at 1 yen equal to Rs. 1-9-0 and not at the average rate of the yen year by 
year. 

Average daily wagll!! 

Year Spinning Departments I Weaving Departments 

Men Women I Men Women , 

Rs. a. p. Rs. a. p. Rs.a. p. Rs. a. p. 
1903 .. 0 11 3 0 5 3 0 9 3. 0 6 0 
1914 .. o 12 3 0 8 0 014 0 0 9 6 
1915 .. o 12 6 0 8 0 o 13 3 0 9 3 
1916 .. o 12 6 0 8 3 o 13 3 010 3 
1917 .. o 13 9 0 9 3 o 14 6 011 3 
1918 .. 1 1 3 012 0 1 2 0 013 3 
1919 .. 1 12 0 1 5 9 1 12 3 1 6 3 
1920 .. 2 7 3 114 0 2 7 3 1 13 3 -
1921 .. 2 4 6 1 12 3 2 5 3 1 12 9 
1922 .. 2 6 6 1 15 0 2 7 0 1 14 9 
1923 .. 2 5 0 1 13 6 2 5 0 1 13 3 
1924 .. 2 6 0 1 14 3 2 6 3 1 13 3 

The average wages of men in the spinning department of the Japanese mills amonnted 
in 1923 to Rs. 2-5-0 per day and of women to Rs. 1-13-6 per day, while in Bombay and 
Ahmedabad, side men. and men piecers in the Ring Spinning Department earned about 
rupee 1 per day, while side women and women piecers earned 15 ahas per day. Men 
spinners in Bombay earned Rs. 1-13-11 on time rates and Rs. 2-1-0 on piece rates, and 
in Ahmedabad Rs. 2·10-0 on time rates. 

In the ",eavfu.g, departments in the Japanese mills in the table above, it will be seen tIiat 
wages earned are similar to those in the spinning departments. In the Bombay Presidency· 
the average daily wages in t.he month of August 1923, for two loom weavers in the mi1ls 
amounted to Rs. 1-10-0 per day as against in Japan Rs. 1-13-3 fot women and children 
and Rs. 2-5·0 for men. The efficiency or inefficiency of India.n labour is discussed below, 
but, as far as can be gathered, it seems that on balance Japanese labour is more efficient 
than Indian labour, but, how far, owing to lack of full and accurate statistics it is impossible 
to say. Further information will shortly be furnished on receipt of certain statistics 
asked for from the International Labour Office, Geneva. The workman is more educated 
in Japan than in India and the climate is more in his favour. 

With ;eference to Japanese efficiency as compared with Indian efficiency there is not 
much statistical evidence of value. The character of the working force (inJapan),how- . 
.ever, a.s well as the quality of t.he materials worked with, and the general equipment aDd. 
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organisation of plants, h&a not made for high individual efficiency. More than three
fourths of the Japanese cotton mill workers are young girls brought to the mills from the 
country districts_ They bring to their work no familis.rity with machinery or factory 
routine; and show little aptitude for it_ Being young and small of stature the girl workers 
cannot be expected to manage any large amount of machinery. Moreover, the labobr 
force is a shifting one, the majority leaving the mill within six months or a year. As a 
result, they do not acquire enough experience or develop the skill to furnish the mills 
with anything but a bare nucleus of skilled help. The Japanese mills lack many of the 
labour saving devices, such as automatic looms, which make for the high efficiency of 
American mills, and they are not usually so economically managed as in that country. 
Add to these conditions the fact that they are working mainly with inferior Asiatic cottons, 
subject to more frequent breakage of yams and stoppage of machinery, and therefore 
calling for more constant attendance, it can be understood why Japanese cotton mills 
require about four times as many employees to operate the same amount of basic equip
ment as are commonly employed in American mills. The consequent low efficiency per 
operative measured by output per day, goes far to counterbalance the advantage arising 
from the low daily wages paid to each worker_ During the past five years wages in Japan 
have risen more sharply than in the United States.' There has also been a marked increase 
in the indireot labour costs incurred in furnishing board and lodging to the female workers, 
in the customary semi-annual bonus paid in Japanese plants, and in the increased expense 
of recruiting and training new workers. The Japanese manufacturers have been made 
aware of their reduced advantage in costs of production by the increasing competition 
from the growing domestic industry in China, which, in producing for its own market, 
possesses the important advantage of the cheaper Chinese labour as well as the availability 
of the native grown cotton. In the important matter of improving the,character of the 
working force and of developing a more stable and higher skilled body of workers, so 
essential to greater individual productiveness and the 'manufacture of goods of higher 
quality, little headway has thus far been made in Japan (United States Tariff Commis
sion. The Japanese Cotton Industry and Trade, 1921)_ 

The American Tariff Board found that while wages were about one-fifth of that being 
paid in the Southern mills of the United States (whose products are most similar to Japan) 
yet the mills have to employ four times as many workers to operate the same number of 
spindles or looms and accessory machinery_ In costs other than labour Japanese petty 
and administrative expenses were lower than those in the States, but fixed charges were 
higher, higher business and land-taxes and higher expenditure for fuel and power. In 
Indian mills the number employed would be 3t times the number in a Lanca,shire mill. 

The Japanese worker is better educated than the Indian. ' The Japanese Education 
Department issued in 1926 a general survey of education in Japan. The number of pupile 
in Japan in public institutions is nearly 11 millions as against 9,800,000 in British India 
with a population four times as large_ In Japan all children of school-age are under 
instruction as against 30 per cent_ in this country, and in Japan there is no difference in 
the proportion of boys and girls, while in India the difference is great and nearly 6Q per 
cent. of boys of school-age are under instruction but only 6 per cent_ of girls. In the 
Technical Continuation Schools of Japan are to be found the largllst number of pupile 
next to that in elementllory schools, viz:, nearly 15,000 institutions_ 

Statistics illustrative of Japanese cost of production have, as already noted, been 
asked from the International Labour Office, Geneva, and these will be incorporated 
in another memorandum_ ' 

The most impo;tant fact regarding the Bombay cotton mill industry to-day is that as 
her conditions are approaching those in Western manufacturing countries although very 
slowly, the industry is losing some of the advantages that were hers in the past, viz., cheap 
material and cheap labour; to-day the mjlls must economise and improve their labour 
force, adopt more modem machinery and efficient methods, develop a wider range of 
goods and attempt to work up a more stable trade by better qualities of manufactures. 
Nevertheless to assist in this a safeguarding or protective tariff on the lower counts would 
be of advantage. It is true that the Fiscal Commission laid down that the Tariff Board 
in dealing with claims for protection must satisfy itself: (1) thp.t the industry possesses 
actual advantages; (2) that without the help of protection it is not likely to -develop 
at all, or not so rapidly as is desirable; and (3)1;hat it will eventually bii' able to face world 
competition without protection. It must frankly be admitted that from the point of 
yiew of the Fiscal Commissions three requirements one (no. 3) iSnot complied with, but 
it is open to Government to consider the advisability of extending the Fiscal proposals 
or of imposing a safeguarding duty similar to the recent duty in Great Britain. Duties 
might be p,laced on cloths of the lower counts only, irrespective of the country of origin 
and perhaps also on yams. All cloths made from counts 30s warp and 40s weft and 
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-under would be' subject to these duties. This would affect a very large percentage of 
imports from Japan without affecting high grade imports to any considerable extent. 
Further details of this and its effects are dealt with in memorandum 2. 

EXCHANGB 

The Bombay Millowners' Association have referred to the question of a high or low 
exchange as one of the causes affecting the prosperity of the industry. T~ fact on 
page 37 of the printed Memorandum of the Board of its having been put as the first of 
the difficulties facing the industry shows the emphasis assigned by the Association to 
Exchange. The Association has discussed this under two heads: (1) the effect of a 
fall in the gold value of the yen on Japanese exports; and (2) the effect of a high or low 
rate of the exchange on the Bombay mill industry, the Association favouring a rate of 
lB. 411. in place of lB. 6d. per rupee. 

The temporary effect of a fall in exchange acting as bounty to exports from Japan 
is of course true other things being equal. The yen has now returned to its gold value 
and cadi' quautio I The mill-owners have pointed out that· during 1925 and 1926 the 
Japanese have not had the benefit of a falling exchange but the general level of value 
of the yen has been low enough in itself to enable Japanese mills to undersell Bombay 
mills by a very considerable margin.' 

In the table prepared by the millowners showing comparative :prices of Japanese cloth 
and Indian mill-made cloth in India it has been assumed that the average Bombay 
manufacturing charges have been 71 annas per lb. since 1925 and that the yen cost of 
manufacture, 190 yens per candy, was constant throughout the period for a mill working 
single shift. The ABBOciation did not submit a statement showing the movement of 
prices in Japan during the period referred to and the price level' in India which are 
important factors in estimating the effect of this temporary bounty. In Table VI 
appended, the prices in Tokyo in May 1926 were 177 as against 206'5 in 1924 while prices 
in India were 150 as against 177 in the same periods. Prices in Japan rose in 1924 as 
compared with 1923 but did not appreciably rise in 1925. The average for 1925 was 
201· 7. The depreciating exchange would have been of assistance to the industry in 
Japan in regard to its export trade provided prices in Japan and India did not ftuctuate 
violently making for increased cost of production in Ja pan (and that prices in Bombay did 
not change in the same period)". In regard to lB. 4d. and lB. 6d. exc)lange it is unnecessary 
to point out that much discussion on the effect of a high and low exchange has been going 
on since the Gold and Silver Commission reported. It is a question of ordinary arithmetic 
(and, therefore, not a question in dispute) to say that if the prices a~which an exporter 
sells his goods in foreign markets be taken as fixed, a fall in the value of the currency 
relatively to the currency of another country increases his gross currency receipts by 
the amount of the fall. It is likely to increase his profit in a much larger proportion or 
as Marshall points out to turn a loss into a profit. No one disputes that fact. No one 
would dispute also that if the currency in India is rising in value and in Japan it is falling 
in value th6ll'employers in India having to pay relatively increased fixed charges, salaries 
and wages may be complaining of depression while Japanese employers are making good 
profit. The gain of the Japanese employer is not dependent on the fact that his goods 
are exported, and it is partly at the expense of the creditors who finance the indsutry 
that produces for export and also largely of the employees industry both of whom have an 
important share in the industry. Marshall stated in his evidence before the Fowler 
Committee on Indian Currency the proposition as follows :-

.. If"the stateme~t ia that a depreciating currency gives a bounty to the employer who 
is producing for export, I admit it; only I add, the bounty is just the same, and at the 
expense of just the same people, as that which he would getfrom a depreciat-ingcurrency 
if he were producing for his home market, and not for export. Again it is common 
ground also that, when a country lends capital or returns any of its borrowings, 
or increases its payment of foreign dues (for example) increased it~ imports above their 
wont, then there IS an increased- demand for exporters' bills; that this is necessarily 
accompanied by a fall in the value of that country's currency relatively to foreign countries 
oauses a stimulus to exports, and increases, for the time, the profits of exporters. But 
all this does not go to show that a depreciated currency is a bounty to exporters in the 
way of oausing an increase of exports relatively to imports. On the contrary, any stimulus 
to exports relatively to importll whioh is not accompanied by lending to foreign countries, 
or returning loans, must necessarily be followed and compensated, by an exactly equal 
faUing off of exports relatively to imports. For it causes an excess of exporters' bills, 
and that gives at once a bounty to imports. H the bounty is not sufficient the discount 
on exporters' bills rises, and, therefore, the bounty on imports rises, until precious metals 
or other goods oome in. 
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.. The question haa been further dealt with in my .. Indian Finance and Banking" 
(Macmillan .. Co.) when the stimulus of a falling exchange is discussed (pp. 149-153) 
and in paragraphs 24 te 27 of the Fowler Currency Committee's Report (1899), and also 
in paragraphs 21 te 34 of the Her8Chell Currency Committee Report of 1893. The Hilten 
Young Currency Commission on Indian Currency and Finance in Part IV of their Report 
on the stabilisation of the rupee point out that 'the prosperity of an industry depends.' 
on the soundness of its internal economy and its adaptability to changing conditions 
(Paragraph ~93). 'Broadly speaking, the arguments which have been brought forward 
te prove that a reversion te I .. 4b. would be beneficial, merely show that during a period 
of adjustment of conditions to that rate, certain sections of the community (e.g., 
debters, exporters, and employers of labour) would be benefited at the expense of certain 
other sections (e.g., creditors, importers, and wage·earners); they do not show that 
there would be any section at the expense of another, still less to the country 8.S 
a whole.' (Paragraph 205) . 

.. The best interests of India as a whole now require that stability should be achieved 
without producing those disturbances which would be the inevitable consequence of 
adopting ,any rate but that which is current." (Paragraph 213). 

INTERNAL COMPETITION 

In order to examine internal competition it is necessary to have reliable statistics of 
cost of production. The collection of such statistics is next to impossible as mills are 
unwilling to show their costings even if individual concerns' statistics are not published. 
A second difficulty is that scientific statistics of costings are not kept in many mill •. 
After muoh trouble thefollowmg statistics of costings in annas per Th. (24s or 24!s) in an 
average well established mill in Ahmedabad have been obtained. The statement is 
a oomposite statement based on representative concerns :-

Spinning Department .. 
Spinning wb.ges 
Card and frame wages 
Engine wages (engine includes engine-room. and 

compound) 
Coal 
Stores 
Depreciation 
Interest oharges 
Commission 
Ground rents 
Water rates 
Miscellaneous 

Weaving Department 

Steres (inoluding yam purchased outside) 
Wages 
Coal 
Depreciation 
Interest charges 
Brokerage 
Agency Commission •• 

Total 

Annas per Th. of 
yarn (24!9 average) 

'87 
'36 

'25 
'36 
'37 
'35 
'25 
'04 
'07 
'05 
'07 

3'04 

Annas per Th. of yam 

2·05 
1'51 

'25 
'28 
'20 
'17 
'52 

4'98 

8'02 

In Ahmedabad the cotton mixing is on an average in 75 anna per Th, oheaperthan the 
mixing used in Bombay for similar counts. The cotton is cheaper beoause of the proxi. 
mity of the mills to the raW material. The Ahmedabad mills produce, speaking very 
generally, a lower quality of goods. They use more size, i.e., they require less quantity 
of yam to produce the same quantity of cloth. In Ahmedabad 140,OO<r Ths. of cloth is 
made from 1l0,OOO Ths. of yam made locally and 4,000 Ths. purchase. In a good mill 
like the one quoted by the Bombay Millowners' Association the costs are 8 '14 annas. 
There is an addition of '12 Ths. in manufaoture, also ,75 for oheaper mixing and '38 for 
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size equal to 1"25 anna minimum or 1'50 anna on average per lb, in favour of Ahmeda.
bad. Lyallpur American New Cotton in Ahmedabad today; . December to January 

. delivery is selling at Rs.16 per maund, or 6'25 annas per lb., add loss 16 per cent.l'04 
annas equal to 7'29 pl'UB 8·02 or 15·31 annas per lb. Cloth can be sold in Ahmeda_ 
bad today Re. 1 or Rs. 1-2-0. There is at the moment a profit of Ii aonas per lb. on 
cloth. 

The advantages which Bombay mills have over those in Ahmedabad are asfollows:-
(a) Bombay has advantages over Ahmedabad owing to (1) its being at a large port. 

There is thus a saving in the prices of stores, and in the case of export, economy in 
transport; (2) a more humid climate. Humidity is all important in manufacture 
an~ t~e heat of Ahmedabad, especially in the hot weather, militates against good 

, spmnmg. 

(b) Ahmedabad on the other hand has nndoubted advantages over Bombay which 
make production from one and a quarter to one and a half aonas cheaper. These are: 
(1) rates and taxes are much higher in Bombay; (2) interest charges are much leBS;' 
(3) warehousing charges in Bombay are costly, whereas in Ahmedabad purchases of 
raw ootton are made in neighbouring district and the storing charges are nGt so high. 
(4) The cotton used is cheaper and the mixing is also cheaper than that used in the 
same class of mills in Bombay for the same class of cloth, (5) owing to better attend
ance in the Ahmedabad mills it is said that the Ahmedabad worker gets more spinn
ing production. This I have been unable to verify satisfactorily. 

In regard to the extent which the hand-loom industry competes with th~mill industry, 
I invite the attention of the Board to statistics which were prepared when I was Director 
of Statistics, and published in the Report of the Industrial Commission, 1918. 

Appended to this memorandum are the spinning oosts of a mill in Lanca.shire. 

LABOUR 

The cost of labour in pr~duction is, if the raw material be included, between 12 and 
17 per cent. of the total. If raw material be excluded the percentage is, of course, 
considerably higher. A statement has been prepared to show the movement of the wages 
in the ootton industry from 1890. Detailed figures will be found in volume 3 of 

-Mr. Datta's prices Enquiry Committee's Report (pages 4, 5,16, 40 and 41). _ The increase 
before th" war was, it will be seen, inconsiderable as compared with the rise in wages 
that have taken place from 1920. Paragraph 193 of the Royal Commission on Indian 
Currency and Finance should be read in this connection.. _ • 

It is extremely difficult to get data which would show whether or not the unit of work 
isles9 than it was before the rise in wages, per employee. This was enquired into while 
I was Director of the Labour Office, but the results were not published, owing to technical 
difficulties in the compilation of the data, and rather than publish incomplete statistics, 
I decided not to publish them at all. This question of small unit of work has been faced 
both in England and the West since the reduction, by increased organization, and the 
oonclusions which were arrived at in England and America are stated on pages 526 and 
527 of the Statistical Journal, July 1925, in my paper on .. Taxable capacity, the burden 
of ,taxation and Publio Debt" (pages 526-27). In these countries, with the reduction 
of hours in a large number of occupation there has not been a corresponding reduction 
in output. The worker has been able to produce more in a shorter working time and 
the main reason is owing to the great mechanical developments and improvements in 
organization. 

In Belfast I found that the reduction in hours has not been followed by a corresponding 
reduotion in production. In the spinning work there was no increase. Mechanioal 
perfection was great in the industry. The Chairman of the Linen Weaving Association 
informed me, that shorter hours, together with the elimination of one meal hour (the 
early breakfast hour) led to more production of piecework. Similarly in the cotton 
industry in England the effioienoy of machinery and operatives was so high that reduction 
of hours did Ilot produce generally an inoreased output per hour. Those who tended 
looms had no longer to take the cloth to the stores and this inoreased organization led 
to inoreased production, even in the cotton trade. Better organization and supervision 
due in some oases to methods adopted by these industries, on ]paw produots, have still 
further reduced these losses. 

The Indian labourer cannot be oalled effioient. For example the number of ring 
spindles per spinner is 160 a8 oompared with 570 with Lanoashire. In one mill of whioh 
I know in Ahmedabad the number is 380; but this mill is spinning 60s and 80s. Wages 
"re in this mill, I am told, 50 per oent. higher than in most mille in Ahmedabad. 
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(b) The number of looms per competent weaver is 2 ; in Lancashire 4 to 6 and female 
labour, ... in Japan, is able to do this work. The labourer in Lancashire, in regard to 
this, is muoh more methodical. 

(e) The total operatives in the spinning -department per 1,000 spindles up to and 
inoluding reeling, is 20 per 1,000 spindles spinning 24s. In some mills the number is lower. 
III Lancashire the number is 13. 

(d) The total operatives in the weaving departments per 100 looms for grey and 
coloured goods respectively are 85 and 90. 

I was greatly strock by the efficiency of labour in Massachusetts and throughout 
America. The Secretary in Washington, Mr. Hoover, disoussed this matter with me and 
emphasised the increase of production per head. One weaver using the automatic looms 
of the present day in the United States does work which could be done by 9,600 weavers· 
using hand-power looms. Similarly one worker in a modern spinnmg mill can produce 
as muoh yarn ... can be produced by 4,500 spinners employing the old spinning wheels. 
The inefficiency of the Indian worker is further discuesed in the LaboUr Gazette (Bombay), 
July 1926. The inefficiency is due to various factors the more important of which are 
apart from heredity or nature, factors of environment or nature. With environment 
may be olassed climate, food, education, and housing. It is impossible here to deal in 
deteil with these factors and reference is invited to my report on Working -cIass Family 
Budgets, in Bombay, published in 1923, and to -some conclusions (derived from the 
statistios) that have been made by the Director of the Parel Institute, the Municipal 
Health Officer and others. The calories amount to 2,450 per adult, a8 compared with 
3,200 in England, and to over 4,000 in parts of the United States where much physical 
labour is required. 

In India, of course, the calories would be less as the body surface of the worker is less 
the worker being small in size. . 

The olimate is a hot one, SO that the same amount of oa.!ories would not be &8 necessary 
... in the West. These medica.! men have pointed out but the fcod supply is deficient in 
proteins, and especially, in facts, owing to the !&ck of milk and there is an improper 
balancing of the diets. Similarly education is extremely backward and the result is that 
the workers do not keep up their machinery to the maximum efficiency. Workmen are 
careless about waste, keeping their machines far from clean and not oiling thelll. The 
worker smokes and loiters and there is little of the pride in the machine and the work, 
which one notices in the West. In Lancashire, weavers (usually women) keep their 
maohines clean and, in short, they are more methodica.! in their work. 

In Indian mills good production per loom is 78 per cent. &8 agaJnst 81 or 82 per cent. 
efficienoy in Lancashire. A really good Indian weaver. can get the same efficiency as is 
customary in Lanoashire. On comparison the Bombay worker is qy.icker, more intelli
gent, and more stubborn (for example in strikes) than the Ahmedabad worker. 

The Ahmedabad worker is, perhaps, not 80 efficient, but he attends more regularly, 
and in Ahmedabad, after pay-day there is not that high degree of absenteeism which one 
finds in Bombay. The mills in Ahmedabad give a bonus for regular attendance and wages 
are paid every fortnight. The following statement shows the oomparative rates of wages 
in Ahmedabad, Bombay and Sholapur and other parts of Bombay Presidency • 

.A tJerage Daily Earning' . 

I 
Big lads I All 

Centre Men Women and work. 

I 
ohildren (a) people (a) 

I R~ a. p. Re. a. p. Re. a. p. Re. a. p. 

Bombay City .. ••. 1 7 2 012 5 012 3 1 4 2 
Ahmedabad .. ..1 1 6 2 o 12 9 OIl 4 1 310 
Sholapur .. 

::1 
1 0 0 0 6 4 0 9 1 o 12 9 

_Baroda State .. 1 0 6 01010 0 8 0 o 15 3 
Other oentres .. 1 0 1 0 8 2 0 8 8 014 0 

I 
Bombay Presidenoy_ .. / 1 5 9 OIl 7 I 011 4 1 3 0 
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Statement 

Until labour improves it is doubtful whether the outlay in machinery would be worth 
the expense of automatic looms. Labour lacks education and there are too few night 
schools where technical instruction might be given in the mill centres. The benefits of 
education are not yet appreciated as they ought to be. A good education as Marshal 
says confers great indirect benefits even on the ordinary workman. It stimulates his 
mental activity; it fosters in him a habit of wise inquisitiveness; it makes him more 
intelligent, more ready, more trustworthy, in his ordinary work; it raises the tone of his 
life in working hours and out of working hours; it is thus an important means towards 
the production of material wealth. 

Summary oj Oonclusions 
1. Internal Economies. 

The root cause of depression is the lack of outlet for Indian made goods. The statis
tical tables show that all centres of the cotton mill industry have not been equally affected 
by the slump following the extraordinary boom in the years 1917-1921. Not only have 
the different centres been affected to a different degree, Bombay (City and Island) being 
the most affected, but different mills in the same centre show very wide results in their 
working. In Bombay even in the past year mills have made a profit but these were those 
efficiently run. Others working under the same conditions of depression made a small 
loss while others made considerable losses. The losses in Bombay from a rapidly falling 
market both in raw cotton, and also yarn and cloth were greatly intensified by heavy 
speculation among certain manufacturers and merchants connected with the textile 
trade in shares, bullion, exchange, and land. The slump caused many merchants to go 
out of business and the remainder were seriously crippled. Take, for example, the fall in 
cotton yarns. 50s Egyptian twist in November 1919 were quoted at 64d C. L F. Bombay. 
in March 1920, 126d, in November 1920 64d, and the present price in September is about 
28d. The mills which in 1925-26 have made little or no profit or losses are those chiefly 
whose agents originally speculated heavily in shares, raw cotton, etc. In 1925-26 certain 
mills such as mills in Sholapur have made satisfactory profits, and in Ahmedabad the 
mills as a whole are being run at a profit. These are mills which like many Japanese 
mills have built up liquid reserves. 

The same remedies for depression are to effect internal economies in the industry !IDd 
to reduce costs. This can be attained by scientific organisation, skilled management, 
and willing service. In this connexion the example of Vickers reconstruction in Great 
Britain last December affords much guidance for the weaker concerns. Mr. Reginald 
McKenna, Mr. Dudley Docker, and Sir William Pender made recommendations of a 
drastic nature. The ordinary share capital was cut down to its real value; this affected 
a wider circle than the sixty or seventy thousand shareholders in the company., ., The 
prosperity of an industry" as the Royal Commission on Indian Currency and Finance 
recently pointed out (paragraph 193), .. depends on the soundness of ita internal economy 
and its adaptability to changing conditions; and any basic unsoundness ill its economic 
conditions cannot be rectified by mere change in ratio of exchange" • The truth of this 
is illustrated by references above in the American cotton textile industry. The causes 
of American prosperity are due to the following factors among others: (a) the productive 
capaoity of labour seems to be capable of indefinite increase by time and trouble saving 
appliances; (b) it is better that labour should be rewarded in the same relation to output, 
than that wages should be limited or fixed; (c) there is strict adherence to the policy of 
promotion by merit and ability and labour is educated and therefore, keen and efficient; 
(d) it is more advantageous to increase profits by reducing prices to consumers than by 
raising them. In Amerioa since 1921 representative groups of manufacturers, distri
butors, and consumers, after reviewing output and sales, have reduced sizes, types, styles, 
and patterns which were excessively numerous under unregulated competitions. It 
has been said that in the American textile industry" In almost every instance the elimina
tion of sizes and varieties whioh hampered the industry by keeping up the unit cost 
of produotion and tying up millions of oapital in slow moving stooks has proceeded to the 
extent of 50 per cent. or more". Similarly in Belgium material reconstruction has been 
practioally oompleted and an authority recently said that" In Belgian textiles competi
tive power in the world's market has been inoreased by the formation of co-operative 
associations for the various mills, providing for the large scale purchase of raw material, 
sale of finished produots for its members and the allocation to each of specialized work. 
A net work of high power eleotrical cables now oovers the oountry; it reaohes the most 
isolated hamlets and farmsteads; it is responsible for the rebirth of cottage industries. 
In the oommercial side Belgain export trade there is an increasing tendency to amalgamate 
for overseas sales organisation ". The Direotor of International Labour Office, Geneva, 
in his recent report emphasised the importance of many of these factors and his remaru 
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on the elimination of waste a.1e a.t the moment most a.pposite :-" No. one who is interested
in indWltria.1 problems oa.n a.1Iord to be ignomnt of the development a.nd experience of 
American Industry. It is distinguished, on- the one hand, by Mr. Hoover's vigorous 
oa.mpa.ign for the elimina.tiou of wa.ste; by the Intensive study of the technique of ma.na.ge. 
ment, by the ela.bomtion of ever-widening oombina.tions in industry for the purposes of 
obta.ining mw ma.teria.ls, co-ordina.ting ma.nufa.cture a.nd orga.nising .sa.les. Moreover, 
the immense wea.lth of which America.n industry now disposes ma.kes it possible for it 
to expend sums of money on resea.rch a.nd the study of technical improvement with which 
no other country ca.n compa.re. On the la.bour Bide too, developments &re taking place 
of whioh the rest of the world has only a.n imperfect idea, but which may prove of consider. 
a.b1e importa.nce, in the evolution of the rela.tions between capita.l and la.bour. Not only 
is tmde unionism exploring new field of activity such as banking operations, in the interests 
of its members, but it tends to a.tta.ch growing importa.nce to the increase of output. 
The America.n Federa.tion of Le.bour has defiriitely a.dopted the policy of advocating 
oo-opera.tion between employer a.nd workma.n to promote production, a.nd thereby the 

_ prosperity of both, if it is introduced under conditions which guara.ntee to the workl)l&n 
a. full sha.re in a.ny benefit tha.t may accrue and which may also afford him real voice in 
the determina.tion of his conditions of employment". 

The exa.mple of Germa.ny, too, must be noted. She must long suffer the ruin-resulting 
from her policy of infIa.tion, but her oa.pita.lists used the cheap money of _inflation to equip, 
on the most up.to·date lines, their reorga.nised industries and competition will in the 

. fllture be keener tha.n in the past. In Germa.ny recently industria.l ma.nagement is ma.king 

... thorough study of costs, and reorganisation and consolidation for their reduction is 
now the a.im. The Berliner Ha.ndelsgeseJlscha.ft mentions the case of one of the largest 
coa.l companies, which with two-thirds of the workmen einployed before the wa.r has 
rea.ched pre~ar prociuction. The dye, coa.l, iron and pota.sh industries have been almost 
entirely syndicalised. Similarly with America. which send a.t least 40 per cent. of her 
imports to ma.rkets within the British Empire. In the recent months the cotton textile 
industry in the United Sta.tes ha.s been putting its house in order. Stocks of goods have 
been got rid of a.nd ale genemlly a.t low levels; incressed demand is being reflected in 
inoressed mill.a.ctivity and a number of Southern mil1s have, it is reported resumed 
fulltime working. 

A reoent writer to the Times suggests that if representa.tive bodies of employers and 
employed had devoted to joint consideration of the better orga.nisa.tion of their industries 
one-tenth of the time they have spent in strife" much of the equal disCUBBion of a few 
shillings per week might have been avoided, and with it the ill.feeling a.nd industria.lloss 
that such discussions involves " . 

In this connexion I desire to put a strong plea for more informa.tion in -the accounts of 
certa.in companies. Delibera.te over valuation of &8Sets, deliberate under valuation of 
_ts, the lumping together of a m&8S of &ssets, inadequate allowances for depreciation, 
the avoida.nce of giving in -detail of investments, e.g., in subsidia.ry companies, the avoid •. 
a.noe of ata.ting what percenta.ge the income from investments bears to the value shown 
in the bala.noe sheet &re criticism that can be pa.ssed on ma.ny balance sheets. As the 
City Editor of the LoMon-Times recently pointed out (Sept. 27, 1926), in commenting 
on a strong oriticism of the accounts of ma.ny American corporations in the September 
issue of the AUantic Monthly" Obscurity and secretiveness can serve in the vast ma.jority 
of cases no useful purpose, except to those who a.re fortunate enough to diIIcover the facts, 
and &re, therefore, in a position to ta.ke improper advantage of the proprietor's 
ignorance •• _..... In this country (i.e., Grest Brita.in) an opportunity for removing the 
abuses that exist will come when the Government ta.kes -action on the _ .report of the 
Comp&tly Le.w AmendJpent Committee ". 

2. Tariffs. 
In addition to the main question of internal economies resulting from efficient organisa. 

tion within the industry itself import duties on cloth of low counts should be considered 
and perhaps too of yarns of certain counts, for example, of 30s warp and 40s weft or under, 
imported, which should be subjected to duties. A further memorandum on the details 
of this is submittsd. 

3. Statistical Information. 
The Boa.rd will, without doubt. be convinced of the absolute necessity of strengthening 

the sta.tistical information of an industrial and la.bour nature without delay. It is sug. 
gested that in the interests of the industry itself as well of Government and the general 

. publio information should be collected and kept up·to·date. The lack of much valuable 
matter (e.g. costs in representative mil1s and other data always difficult to obtain accur. 
ately) is against the best interest of all concerned. The Government of Bombay shouleJ 

)10 y 422-~11 



338' 

perhaps develop immediately this work and strengthen the direction under expert minds 
of this work. Th~ work of the Labour Office and Industries with Statistics too might be 
put under one department. The GoV'llrnment of India are, it is understood, COnsidering 
the strengthening of statistical work as recommended by the Indian Economic Committee. 
The Royal Commission on India Currency and Exchange recently recommended 
in paragraph 217 of their Report that" We have already taken occasion to remark on the 
absence of reliable and scientifioally constructed statistics of prices and wages, -and to 
recommend that these should be improved. The possession and utilisation of a 
reliable and reasonably complete body of statistical data is an essential of a sound currenoy 
system, and this is especially the oase in a country like India where conditions vary so 
greatly in different parts of the country ... 

The two invaluable reports of the Balfour Committee on overseas markets and industrial 
relations are admirable examples of the statistical work that is needed. Moreover, 
the time loss owing to strikes has in the industry aggregated in recent years miUimuI 
of days. Not only must a mass of valuable information on the industry be completed but 
legislation on industnal disputes providing for machinerY to ourtail this time loss should -
be put on the Statute Book as early as possible so that when a dispute is about to take 
place of has taken place the operatIon of this machinery may come automatically 
into effect. 

ApPENDIX 

Gotlon spinning COllis in La~hirtJ 

In April 1923, a leading authority estimated as below, taking as a basis an Oldham 
mill of 100,000 spindles, 36's cop twist and 42's cop weft. For a week of 48 hours a weekly 
production of 56,000 lbs. weight of yarn was &8Sumed; also aoapital of £2 lOs. per spindle, 
pltU lOs. per spindle for stocks and working oapital. 

Trading expenses were quoted as below:-

Wages, salaries and 'health insuranCE> 
Coal 
Other expenses 
Depreciation 
Interest on capital employed, loan money, etc: 
Director's fees and tax . . . . 
Insurances for fire, replacement, etc. 
Local rates 
Inland Revenue taxes 

Total 

• 

, £ • 

32,000 
4,500 
8,775 

12,500 
15,000 
1,000 
1,100 
2,000 
5.000 

81,975 

Upon this basis it was oaloulated that the oost per lb. of yarn produotion would be 7-o3d. 
Brokerage, disoounts, waste oredits, ootton loss, and oellar gain were not inoluded in 

above. . 

Taking" Futures" at 14'60 and paying 200 points on it was calculated that the yarn 
, would oost 26'43 penoe before adding any profit; taking mule yarn 36 's cop twist and 
42 's oop weft. 
, For ring yarn on beams the Federation basis of one ring spindle to equal Ii mule 

spindles was taken. 
It was &8Sumed the oapital required would be £3 15&. per spindle, and 15s. per spindle 

for stooks and working oapital. 
Taking" Futures .. ootton at 14 :60 penoe, pltU 250 pointe on, with i per oent. broker

age, the ootton oosts were given at 17 '19 penoe. 
On above data it was oaloulated that the oost of produotion would be 29-01 penoe 

per lb. for 36 's ring yarn on beam. , 
Assuming mills to be Working alternate weeks only, it was estimated that 4'4d per lb., 

would be added for the stopped week. 
The full oaloulation for the mule yarn was given as below-
.. Futures" 14'60, points on 200, brokerage at I per oent. ~08 total, 16'68 cottoll 

costs. 
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TwaIn per cent., waste or cotton Joaa, after allowing for oeDar gain on ~h8 
JVIl made cotton ooat up to •• .. .. .. 18·95 
. Add coat of 8pinning 88 above given . . 7'03 

25'98 

I.- received for _to ·35 

25'63 

Add yarn diacount at 3 per cent. ·so 

Cost per lb, of yarn = 26·43 

. . 
(Thornley's Modern Cotton Economics, London. Scott Greenwood, 1923). 
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TABLE I 

Cotton MiU8--DiVidends (Summary) 

Mill ! 1917\ ]918 11919 111920 I 1921 1922' 1923 

~~--=-=..-'-.' -"'_'--__ ,1.-_' __ , __ ---1------
Bombay City and I ' 

Is1and- i i 
A . . 70 i 83 128 115 
B 60! 68 128 144 

g ::I~! I g :g 1~ 
E .. 20 I 28 60 80 
F . . 15: 10 10 30 
G . . 58 1 46 160 120 
H . . 34, 85 45 70 

Ahmedabad . . 20' 36 36 60 

76 
]20 
31 

120 
60 
46 

110 
85 
60 

Sholapur
A ... 15 15 

15 
40 
40 
52 
37 

50 75 
B 
C 

Indore 
Bangalore 
Bengal 

Madra&-
A •. 
B .. 
C •• 

Central Provin· 
ces. 

5 
100 
45 I •• 

:: I :: 
I 

9 1 20 
•. 1 .• 

.~5! .~5 

10 

20 

I 

40 60 
115' 200 
110 . 110 
20 20 
25 35 

50 

50. 
40 

50 
10 
50 

120 

Cawnpore •• 1 70' 120 120 , 

*Interim dividend. 

57 
72 
25 
72 
42 
40 
80 
50 
80 

26 
26 
10 
24 
26 

·20 
38 
20 
50 

100 75 
60 40 

250 200 
115 81 
20 20 
30 20 \ 

75 60 
20 20 
40 12 
90 30 

Sourc&-The Investor's Year Book, 1925.26 and Capital. 

1924 1925 26 

20 
.20 

7i 
16 

8 

a!ij 
6 

32 

20 
20 

6 
16 

7i 
34 
6 

24 12* 

50 45 
30 30 

120 I .. 70 
47 12* 
20 10 5* 
10 10 

20 8 
20 15 5* 
12 
20 • i2i 5* 

60 •• 1 
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TABU II 

Ootlort Miu.-DiuideM8 per um. (ddaikd tabk) 

X.meo of HIlls 

j
1915 1916 1917 1918 191911920 11921 11922 1928 1924 1925 

--BOIIIbGrI--, -:-.-~- -I-'--i 
Apollo HIlla, LImIted , , ." .. .. .. .. I" .. 28 •• . , 
Cotton ManufocturlDg Co"1 .• •• 8 24 6 I 25 40 40 28 

Limited. . 

The Bombay Dyeing and 16 24 70 83 1281115 76 57 26 
Manufactorlng Co., 
LImIted. 

Bradbury Ifll"' LImIted .• 5 •. 26., 20 I 22 80 80 42 

'l'be Century 8plDnlng and 9 25 80 88 1281144 120 
Manufacturing Co., 
Ltd., 

Co~~ Land and IIlIU Co., 12 11 21 17 30! 57 31 

72 

25 

The Coorla 8p\m11ng' and 8 6 15 • • 20 I 45 55 65 
Weaving Co., Ltd. 

Crescent IIlIIIa Co., Ltd... II 20 40 • • 40 I 85 I 100 110 

Cnrr\mbhoy HIlls Co., Ltd. 7 14 I 85 • • 18 42 120 88 

Tbs David MIlia Co., Ltd. • IS 

Dawn IIlIUo Co., Ltd. 

Bbrablmbhoy P. IIlIUo Co., 
Ltd. 

Edward 8&aeoon HIlla, Lw.1 
D(~¥i. IIlIJIa, Ltd. i •• 

I 
BJphlD8tono 8p~ and I •• 
. Weaving MilIa Co.,' 

Ltd. . 

Bmperor Bdward SplDnlng: 
and Manufactnrlng Co., 
Ltd. 

Faaolbhoy 1IlIUo, Ltd. 

Tbs FioJ&y 1IlIUo, Ltd. • • 

Framjee Petit SplDnlng 
and Manufacturing Co., 
Ltd. 

Globa Hanufactnrlng Co., 
Ltd. 

Gokak 1IlIUo, Ltd. • .1 ' .• 

8 

Gold llahnr HIlls, Ltd. ..1 ' 6 

B1ndute&n SplnoJng and •• 
Weaving MilIa Co., 
Ltd. 

lnd1an Manufacturing Co., 
Ltd. 

Jamsed Manufacturing Co., 
Ltd. 

Xaatoorchand MilIa' Co., 
Ltd. 

Tba Khatau MakaDl 8pln· 

ning and, Weaving Co"1 Ltd. 

7 

8 

12 , 

6 

12 

22 

6 

10 

6. 

26 

50 

20 

12 

I .. 

7 20 

5 12 

6 15 

35 

16 

12 

10 

28 

28 

20 

85 

80 

10 

86 

49 84 62 

80 140 120 

4 

65 

I 

30 I 
52 ! 

I 
60 

40 

5 

S 

40 

10 

20 

80 

50 

6 

15 

35 

84 

80 

SO 

30 

40 

50 

50 

188 

80 

S5 

so 

30 40 

• I 

SO I 40 

25 

70 85 

'21 

72 

72 

SO 

25 

i 
28 

104 

42 

22 

10 

SO 

8 

40 

12 

10 

50' 

26 

10 

SO 

45 

28 

24 

34 

5 

8 

8 

60 

26 

10 

20 

20 

3 •• 

20 •• 

<I •• 

20 •• 

71 .. 

15 10 

14 11 

4 •• 

16 •• 

6 6 

82 18 

8 •• 

10 •• 

7 10 

7 7 

6 .. 
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TABLE II-c01ltd. 

NameaofHlI1s 1916 1916 1917 1918 11919 1920 1921 1192211923 19241i921 

---------- --
Bomb .. ,,-contd. 

Kohlnnor HIlls Co., Ltd. 6 8 89 45 120 120 80 84 .. .. .. 
Hadhavjl Dbaramsey 20 40 1111 .. 60 
Hanu!~turlng Co., Ltd. 

100 90 60 80 .. .. 
Hanekjee Petit Hanu!~ur· 6 10 17 85 50 

log Co.,Ltd. 
86 70 50 10 6 .. 

. 
Hatburadas HIlls, Ltd. .. .. .. .. .. 26 69 20 20 7 .. 1 .. 
Hayer S3S80on HlIJs, Ltd. .. .. .. .. .. .. 55 50 10 .. .. , 
The Horarj .. Goculd&.. 8 12 25 60 80 60 85 90 45 .12 ' .. 

SplnDing and Weavlog 
.Co., Ltd. 

Now City of Dombay 12 12 81 30 100 160 100 70 10 10 .. 
HanU!~nrlng 
Ltd. 

Co., 

New Great Ea.tern S8:,n. .. '8 25 26 47 66 66 . 82 5 6 .. 
nlng and Weaving ., 
Ltd. , 

N er Victoria HIlle Co., .. .. .. .. .. .. 80 15 .. .. .. 
Ltd. 

Pearl HIlle, Ltd. .. 6 14 80 .. 82 28 86 72 44 18 8 

hOlnlx HIlle, Ltd. .. 10 20 50 .. 223 160 175 140 46 30 .. 
S .... oon Spinning 

W .... vIog Co., Ltd. 
and .. .. 12 12 20 35 16 .. .. .. .. 

Simplex HIlle Co., Ltd. .. 10 28 60 .. .. .. Ii 44 8 .. .. 
SIr ShahpnrJI Droacha .. .. 10 .. 25 20 45 20 .. .. .. 

HIlls, Ltd. 

12/ The Standard HIlle Co., 10 2S 50 36 60 74 70 58 20 .. 
Ltd. 

The Swadeahl HlIJs Co., 19 80 68 48 160 120 110 80 88 ..\ .. 
Ltd. 

Swan HIlls, Ltd. .. .. 11 24 H 60 88 80 60 40 20
1 
.. 

Tata HUla, Ltd. "I .. 8 18 20 80 2 " " 
I .. .. .. i 

Union HIlls, Ltd. .. .. 8 10 20 &0 60 18 .. .. 

I 
.. 

Western India SPlnnlngl .. I 8 20 .. 20 88 80 10 .. .. 
and weavlnt Hann· 
facturlng Co., td. 

.A1unadtabafi 

121 Advance HIlls, Ltd. .. 
81 

20 88 88 60 .,0 80 60 S2 .. 
811olap .... , . 

- ! 
Laxml Cotton Hanufactnr- 10 10 1& 16 40 60 76 100 76 60 .. 

. Ing Co., Ltd. .. 
Vlshnn Cotton HIlle, Ltd •• .. , . 6 16 40 40 60 60 40 80 .'. 
The Sholnpur Spinning and 80 42 100 .. 62 116 200 250 200 120 100 

Weaving Co., Ltd. , 
Outlide Bomba" 

hNidotte/l 
Agra United HIlls .. .. .. .. .. .. .. 111 " .. .. .. 
BanllRlore Woollen, Cotton .. .. .. .. 20 20 20 10 20 .. • .. 

and Silk HIlle Co., Ltd. 

Beotza! LumI Cotton HIIIe,I ., .. .. .. .. 25 86 80 20 10 10 
Ltd. i 

• Interim d1v1deocL' 
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191611910 1917 ,1918 ' ]919 i 1920 
, 

192~ I~ Name of MIlle 1921 1022 1928 

--------- -1-'--------1-- --1-
00Itrid0 Booo6ar i 
~td. i 

Btrla Cottoa 8p1DD1ng and .. .. .. . . i .. 
f 

20 10 .. .. .. . . 
. W .. Y1Dg MIlle, Ltd. I 

Bellm, Cotton HUla, Ltd., 
I 

80 120 90 SO 20 121 .. .. . . .. .. 
N8f!pur. ' , 

BowreaCotton IlIIIa Co., .. ' .. .. ' .. . . 425 200 140 85 10 10 
Ltd. 

_The Central IndIa 8plnnlns 20 80 68 74 70 180 90 101 66 38 .. 
... d Weaving Co., Ltd. - ., 

The BncklDRbam and .. .. .. .. 
1 

. . .. 10 20 I 20 20 16 

Carnatak CO., Ltd. 

eawnpore TuWea, Ltd. .. .. .. .. , .. . . .. . . .. .. . . 
CoImbatA>re 8p\DD1ng and 6 8 9 20 i 10 50 60 76 50 20 8 

W .. Y1DgCO. I 
I 

7t! 10 Dunbar MIlle, Ltd. .. .. .. .. .. , .. 120 96 67 20 
I I 

EI4fn IDIIa Co., Ltd. .. .. .. . . .. I . . I 10 20 21 6 .. 4 
: 

Indore Kalwa United KIIIa, 18 50 46 .. 37 I 82 110 115 81 47 82 

Ltd. , , 
laJodJa Cotton 1WII, Ltd. .. .. .. 

I 
.. 

I 
.. I .. .. .. .. .. . . 

! 
Ir08Ol'&lll Cotton l1l1I8, ~tcL .. .. .. .. 

·~o i 20 30 6 .. . . .. 
](adru United 8p1nnlns 11 10 16 16

1 

60 50 40 12 12 .. 
and W .. Y1Dg HUI& Co., I 

Ltd. I 
The Halb&r Spinning ... d .. : 60 60 40 80 20 .. .. .. .. . . 

Weavlnll Co., Ltd. 

lladnra ¥llIa, Co., Ltd. .. .. 
r 

.. . . .. . . 80 100 '16 20 20 221 

I 
KnhInI ¥llIa, Ltd. .. .. 

J 
.. 8 12 .. 8 10 7 10 8 . . 

HuIr HUI& Co., Ltd. .. 12' 15 SO 

·~I 
70 120 120 120, 85 50 .. 

The New lUIIII HUI Co., .. .. .. .. 885 
180 I 110 50 1 

15 . . 
Ltd. 

Bamchand Curaaualma .. , .. S 20 20 80 16 5 .. .. .. 
r Cotton IDIIa Co.,Ltd. I -

TInneyell)' HUI& Co., Ltd. .. 
J 

.. .. . . .. 100 100 871 80 40 40 . 
Tlnnevell)' TuWea, Ltd •• .. .. .. .. .. 80 20 . . .. . . .. 



TABLE III 

Profi18 of mills in Lakl", 

\1913;1914 --. 
1-Bombau 

polio Mlll!, LImIted .. A 

00 

T 

tton Manufactorlng Co. .. 
he Bombay Dyeing anel 
Manufacturing Co., Ltd. 

Bradbury MIlle, Ltd. .. 
The Century Splnnlng and 

Manufacturing Co., Ltd. 

00 laba . Land and MIll Co., 
Ltd. 

The CoOlla Spinning 
Weaving Co., Ltd. 

and 

Crescent Mlll! Co., Ltd. .. 
Currlmbboy MIlls Co., Ltd .•• . -
'rhe David MilIa 00., Ltd. .. 
Dawn MIlls Oo.,Ltd. .. 
Ebrahim P. Mlll! Co. .. 
E. D. i:lB880~Do United Hills, 

Ltd. 

Ed ward S ... aoon MIlls .. 
Elphtn.tone Splnnlng and 

Manufacturing Co., Ltd. 

EmperOr Edward Splnnlng 
and Manufacturing Co., 
Ltd. 

ll'azulbhoy lfllls, LLd. .. 
The ll'lnIay MlIIa, Ltd. .. 
ll'ramJI Petit MIlls, Ltd. .. 
Globe 

Ltd. 
Manufacturlng Co., 

Gokak MIlls, Ltd. .. 
GnId Mohor MIlIa, Ltd. .. 
Hlndu.tau Spinning and 
~::.lng Hills 00., 

Indlau 
Ltd. 

MauufacturlnR Co., 

Jam~ed 
Ltd. 

Manufaotwlog Ct'. , 

Out"'" Bomball 
Pruide/ICII 

Agra Unltad MIlls .. 
Bangalore M1II8, Ltd. -.. 
Bengal Luml Cottou MIlIa •• 

Ballllal Nagpur Cotton MIll9 • 

Blrla Oottou Spinning and 
Weaving MIlls, Ltd. 

i .. .. 
.. . . 
.. .. 
.. .. 
.. .. 

.. .. 

.. .. 

.. .. 

.. .. 

.. . . 

.. . . 

.. .. 

.. .. 

,. .. 
.. .. 

.. .. 

.. .. 

.. .. 

.. 

.. .. 

.. .. 

.. 1 

.. .. 

.. .. 
/ . .. .. 

.. .. 

.. .. 

.. .. 

.. .. 

.. .. 

1915 

.. 

.. 
7 

1 

3 

5 

1 

8 

4 

4 

1 

1 

.. 
1 

.. 

3 

6 

1 

2 

-1 

.. 

.. 

.. 

.. 

1 

.. 

.. 

.. 

.. 

.. 

i I ! ' 
1916

1
191719181919, 1920 

-1--· -:-
, ' 
I. ' 19 . . .. . . .. 

1 ; 
f' 

3 6 2, 6 

12 21 49 67 $9 

. . 5 1. 6 

11 22 21 48 43 

S 8 6 15 . 23 

1 4 .. 6 13 

, 
S 11 10 10 25 

5 11 . . 0 22 

4 8 .. 22 33 . 
,1 4 2 15 i 27 , 

1 2 . . 3 , 19 

i 72 . . . , .. " 

2 2 8 16 i .18 . , 
.. .. .. ··1 6 

I 
4 6 8 9' 13 

, 

8 17 .. ) 26 

S 9 11 17 , 24 

4 " 5 io 1 6 

1 2 1 
81 

11 

.. . . •• 0 

:1 

20 

2 4 " 12 

1 S 7 S 6 

-
1 4 S 3 10 

-4 2 2 4 Y 

. . .. .. .. .. 

I 
9 .. .. .. . . 

.. , . .. . . S . , 

.. .. . . 
"j 

7 

.. .. . . .. 2 

I 

1921 1922 1923 192411925 

-'-"-

.. .12 2 .. 4 

11 . 9 6 2 .. 
62 45 12 20 12~ 

from 

16 18 6 1 1 

25 22 5 -4 .. 

16 10 " 2 .. 

13 13 8 2 2 

26 10 10 3 2 

38 25 8 2 -8 

22 9 -5 -2 . . 
14 11 4 2 .. 
28 23 11 2 2 

18 17 14 -9 .. 

12 8 2 -1 .. 
18 11 7 2 2 

13 
81 

.-1 -2 . . 
, 
1 

:1 
87 27 I 16 .; 

18 15 9 . . 
9 3 -5 

-31" 
9 21 .. 2 •• 

I 
29 20 i 6 i .. 
8 S :..., .. .. 

11 10 7 2 S 

10 9· 4 2 3 

10 S -1 -2 .. 

20 18 4 13 .. 
11 18 13 14 5 

11 9 S 4 1 

15 8 S 2 .. , 
2 2 1 1 1 

, 
I 
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TABLB III-ilOIIId. 

OuWd.Bomba/l 
Pt .. ~ntd. 

19l~11~~ 1915 1910e1719UI1919 1920 i lWI 1192~ _1_9_23_ 1924 = 
iii 

Bowreab Cotton KIIla C<>., 
Ltd. 

.. ;.. .. .. •. •. .• 20 I 16 12 

Tbe Bnrldngbam and Car- •• i •• 
natak Co., Ltd. 

Tbe Central Indl. Splnrdng .. 
and WeavinK Co., Ltd. 

c"wopore Textll .. , Ltd. 

Colmbatore Spinning 
Weaving Co. 

Dnnb .. Mill" Ltd. 

KIllin Mill. Co., Ltd. •. i .. 
/t,JodIa Cotton 1IIlII, Ltd. .• . . 

Xeehoram Cotton MIIl_, Ltd.. • . 

Indore Malwa United !dill ••• 

Madraa. UDited Milia 

Malba. IIplnnlnt MIll 

Mndora Mills Co. 

MoWnl M1111 Co. 

MnlrMills Co. 

New Ring Mills Co., Ltd. •. 

Remohand C. Cottoo Mills •• 

Tlnneven.y Mills Co. 

Tlnnevelly TesWee, Ltd. • • 

Xaotoorchand MUll Co., Ltd. • . 

Xhatan MamnJl Spinning .. 
and WeavlngCo.,Ltd. 

Xohlnoor HIlls Cc., Ltd. • • 

Madhavjl Dllarma>e) Manu
factoring Co., Ltd. 

Manekjl Petit Mannractorlng 
Co., Ltd_ 

Mathoradaa Mills, Ltd. 

Heyer SIlISOOO 1rJ1Ia, Ltd. •• 

The Mcirarjl Gocnld... Spin
ningand Weaving Co., Ltd. 

Ne .. CIty of Bombay Mano- •• 
factoring Co., Ltd. 

N::.rW.!~te&.,~t~ 
N ... Vietorlal Mills Co., Ltd. .. 

Pearl M1111, Ltd. 

PhoenIJ: Mills, Ltd. 

S088000 Spinning and Weav- •. 
log Co., Ltd. 

SImplex Mllls Co., Ltd. 

12 22 38 54 59 

1 1 2 6 

··1·· 
.. I .• .. 
..j'. 

Th' 

21 

·'1 .. 

11 

3 

11 9i81121 

2 

2 

1 

6 10 

3 

1 

'I 

5 9 20 11 

2 3 12 16 81 

6 10 21 11 31 

'I 19 83 19 47 

& 9 13 
• 

2 4 'I 18 9 

1 1 8 2 10 

4 

2 

6 12 

4 11 

: I : ,: 
13 

9 

5 8 

! 

•. I . 86 88 

5 

18 

17 

8 

7 

81 

86 

7 

8 

12 

5 

22 

)1 

27 

:1 
.. 9_/ 
20 

15 

16 

18 

14 

-3 

61 I 54 
I 

.. ! .. 
13 I 21 

18 10 

14 12 

28 

20 
10 i 

6 

6s1 

1 

31 

4 

1 

13 

33 

7 

4 

88 

1 

24 

2 

1 

14, 17 

41 

11 

14 

8 

9 

6 

22 12 

15 5 

52 38 

10 1 

11 9 

28 25 
I 

9 6: 
15 

19 

i lli 
11' I 

241 21 

26 20 1 
9 -4 

181l7[ 

3 1 

85 40 20 
I 

.34, 26 

3 -2 3 

26 10 12 

8 

24 i6 9 

1 

16 

1 

1: 

8 

1 

'I 6 2 

5 -3 -5 

5 

-1 

2 

1 

1 

2 

3 -1 

-6 -6 

8 -1 

11 4 

2 1 

4 2 

5 -2 -1 

13 4, 2 

16 & I 8 

1 -7 I •• 
I 

4 -11 1 
I 



TABLBm~. 

- -
19151191619171918 ~, 1921. 1922 - 19181914 1919 1928 1924 1925 
_1 __ - ----

Ou/lido BombtJII 
Pr~ncld. 

Sir ShabpnrJI Broacha MIlle • .. I" . . .. 6 .. ,i 20 89 SS 18 -2 -11 
The Standard MilIa Co., Ltd, .. .. 2 7 10 6 18 18 15 10 , 8 .. 
The Swadeahl MjUa Co. .. .. .. 7 10 21 21 41 89 82 19 10 9 .. 
Swan MIlle, Ltd. .. .. .. i 2 6 9 9 13 15 11 6 II .. 
Tata MiIJs, Ltd. .. .. .. .. .. 1 5 11 18 27 17 II -18 .. 
Union MUll, Ltd. .. .. .. .. .. 6 1 6 9 8 2 -2 -7 .. 
Western India Splnnlng and .. .. . . 1 1 6 '1 9 D 8 , -1 8 

Weaving Co., Ltd. 

AAIIItdabGcI i I 

Advance :mn., Ltd. .. .. I .. 1 8 6 9 6 16 14 16 9 6 .. 
8l1olap", ! 

L."",I Cotton Manutactnr\ng 
Co. 

.. I .. , , 7 7 16 2S 28 26 12 10 .. 
Sholapur 8tlnulng and Weav- .. .. 6 8 22 .. 16 '2 65 8' 38 18 15 

\nil Co., td. 

..I .. '71 Visbnu Cotton :mn., Ltd. .. 2 , D 18 17 23 19 
9/10 I" 
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TABLB IV 

July 

____________ 1_1_9_14_ 1921~ll9~2 1923 \ 1924 ~ 1926 

Cereals (average of riot! wheat, jowa~ I 
barley and bajri) 100 186! 170 127· 143 141 146 

Pu1ses (average of gram and tnrdal) •• _ 100 ~I~~:~~ 12: 

Average of food grains 100 191' 188 1191 133 133 141 

---------- -
Oi1seedB 100 171 151 132 I 150 140 140 
Cotton, Raw (average of Oomra, 1 

Broaoh, Dharwar, Khandesh, 
Bengol) 100 137 196 217 i 265 182 144 

Ma"ufacluru-
Average of twist grey shirting, white i 

mulls shirting. longcloth chudders . 100 
269/ 

255 
211 I 232 208 180. 

Longcloth (I()('al made 36' X 37! yards). 100 281 289 210 
242/ 

195 171 
Chuddera 54' X 6 yards •• 100 259 263 200 221 184 163 



--

1914 July 
1915 .. 
1916 .. 
1917 .. 
1918 

" 1919 
" 1920 .. 

1921 
" 1922 " 1923 " .. AugILqt 

" 
September 

" 
Ootober 

" 
Novemiler 
December 

1924 January 

" 
February 

" 
Mar(lh 

" 
April .. May· 

" 
June 

" . July 
1925 July 
1926 March 

1920 
1921 
1922 
1923 
1924 
1925 

MlU"ch 
April 
M,.y 
June 
July 
Augu~t •• 
Sel'tom hf-r 
October 
November 

" Deoember 
1926 Jannary 
" February 
" March 

Week ending 
24th April 1926 

M8 

TABLB V 

Index numbers of the prices of shares 

Cotton. All General Fixed· Cotton Electric 
interest mill ginning under- industrial average 

securities shares andpres8 takings securi-
ing cost tit'S 

-- 100 100 100 100 ' 100 
"" 96 97 94 90 101 
"" 87 114 102 122 130 
"" 73 138 Ui 128 158 
"" 74 212 131 i39 194 
"" 77 216 126 237 216 
"" 65 438 168 246 313 
"" 65 450 158 212 311 
"" 63 406 163 175 267 
"" 72 229 147 136 176 
"" 73 216 153 138 168 
"" 73 225 133 133 166 
"" 72 213 133 131 163 
"" 71 216 122 135 163 
"" 7l 215 122 131 160 
"" 71 196 122 126 151 
"" 73 192 122 127 148 
"" 74 189 122 12S ~ 146 
"" 74 188 119 130 145 
"" 74 179 120 137 143 
"" .74, 180 121 137 143 
"" 74 176 121 133 140 
"" 74 169 118 14.0 134 
"" 77 167 q4 164 134 

TABLB VI 

JAPANBSlI: lI:XCIlANGlI: AND PRICES 

(a) Percentage which cod oJ dollar i8 oJ its r08' at par 
(Gold parity 1 dollar 2"006 yen 49·85 cents 1 yen) 

Year Average 

(100 
securities) 

100 
100 
127 
151 
184 
206 
296 
295 
253 
169 
161 
159 
157 
156 
154 
146 
143 
141 
140-
138 
138 
135 
130 
130 

New York 
on Japan 

98"9 
102-4 

, 103"7 
102"6 
121·0 
121"5 
121·7 
119-4 
11S"9 
122·1 
121"3 
121"6 
122"3 
121·7 
117"8 
115·4 
112-9 
109·8 
109"S 

106."5 
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TABLB VI-«mtd. 

(b) WAoIestJle Indu: number (BanI: oj Japan and Oalcut/4) 

Year Tokyo Indian 
(Calcutta) 

1913 100 100 
1915 96'6 112 
1916 117'1 128 
1917 148'5 147 
1918 .. .195'5 180 
1919 235'9 198 
1920 259'4 'I 204, 
1921 200'4 181 
1922 195'8 180 
1923 199'1 176 
1924 206'5 177 
1925 201'7 164 

" March 204'3 168 
April 201'T 169 
May 199'4 164 
June 199'9 157 
July ., 198'3 160 
August 200'1 157 
September 201'1 158 
October 200'4 160 
November 196'8 164 .. December 193'7 163 

1926 January 192'2 163 
February 188'4 158 
March 184 155 
April " 181 150 
May 

.°

177 150 

8ou,ee,-Monthly Bulletin of Statistics, League of NatioDs. 



1890 .. 
1891 .. 
1892 .. 
1893 ". 
1894 .. 
1895 .. 
1896 .. 
1897 
1898 
1899 
1900 
1901 .. 
1902 .. 
1903 " 
1904 .. 
1905 .. 
1906 .. 
1907 .. 
1908 .. 
1909 .. 
1910 .. 
lOll .. 
1912 
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TABLE VII 

• Prewar tlJa;'1!8 in Ihe Bombay cotton mill iMwlrlj 

Yea.r Monthly wa.ges 

101 
101 
101 
99 
98 

103 
103 

- 105 
107 
107 
107 
107 
106 
106 
104 
108 
107 
116 
U8 
123 
127 
117 
124 

Rea.l wa.ges (i.e., 
a.llowirig for cost 
of Ihing ~ha.rges) 

105 
105 
94 
95 

101 
113 
113 
98 

107 
108 
91 
99 

101 
104 
103 
103 
98 

105 
98 

105 
105 
99 
98 

8Qt1rC~.-PriceH Enquiry Commi~tee'8 Report. Vol. III. pa.ge 5 and pa.g" 206. 
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MBIlOBAlmUll II 

Xemorandum on eoU<m impori duli'u 
I. The ilIaues .., which my attention was drawn in the examination before the Board 

was opeoially confined to the following points :-
(i) The competitive lituation with regard to cotton manufactured goodo wit4 spooia.l 

reference to Japan ; 
(ii) The question of import duties of (a) a protective nature and (b) a safeguarding 

nature and the beat method of levying these duties ; 
and 

(iii) The direct effects of these duti.... I propose to summarise briefly the inain 
points in regard to these three important qu ... tions. 

2. Firstly with regard to the competitive situation. In 1913.14 aud 1923·24 the 
oompetitive situation as regardo yama was as follows :-

1913-14 1923-24 

-----1-·--

Produc- Import. Produc- I ·Imports -- tion tion' I 

-----1---
Million Million Million 

i 
Million 

-~ 

Jbe. Ilia. Ilia. Ilia. 
Cotton twiat and yam :-

Nos. 1 to 25 .. .. .. '616'7 2'2 527'8 7'3 
Nos. 26 to 40 .. .. 62'7 I 27'3 77'0 20'8 
Above No. 40 •• .. .. 2'7 1 7'9 3'3 7'7 

Grey and coloured two foldo (doubles) ' .. .. .. .. 4'0 
Unspecified descriptions and waste .. 0'1 6'8 0'1 4'7 

, 
Tota.l (a.ll kindo) .. 682'8 44'2 608'6 44'6 

Japan practica.lly ruled the import market in counts up to 25s, in which she was a 
otrong competitor with Indian mill made yarns. In counts 26 to 40 Great Britain and 
Japan ahared in the aame year (1922-23 the last year for which detailed figurea are readily 
available). In oounts above 40 Great Britain retained practica.lly the whole import 
trade. 

The following table illuatrateo the important fact that Great Britain had a higher 
. proportion of the tota.l va.lue of the import. of yam than of the tota.l weight-in other 
worda of the finer oounts :-

. Percentage of total Percentage of tota.l 
import. by weight imports by value ._-
Great Japan Great Japan Britain Britain 

Per oent. Peroent. Per oent. Per cent_ 

1913-14 .. .. 86 2 86 3 
1921-22 .. . 70 26 76 20 

"1 
1922-23 .. .. 52 45 62 35 
1923-24 .. 47 46 58 36 

In regard to ootton pleoe~oodo the folloWIng four tab~ ... Bummarjse the fosition in " 
p'utsh~, . -. . 
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1_ Production in Indian mills 

-- 1913-14 I 1923-24 

----
Grey and bleached pieeegoods :-

" Shirtings and longeloth 
Million yards Million yards 

-, " " 292'5 443'5 
Chadars -- ,'- -, -, " 69'9 58'0 
Dhutis -- -, " " -, 284'8 399'2 
T_ oloth, domestios and shootings 

" '- 128'9 68'1 
Drills and jeans " 

,. -' " 27'S 55'0 
Other sorts -- .. -' .. 68-5 173'0 

Total -- S72'4 1,196'8 

Coloured pieoegoods -- -- -, '- 291"9 503-6 
----

Total pieoegoods "- 1,164'3 1,700'4 

2_ 1 mporls oj piecegonds 

Grey White Coloured 

-- (unbleached) (bleached) (printed or 

Million yards Million yards dyed) 
lIIilIion yards 

-
1913-14 .. .. .. 1,534-2 793'3 831-S 
.1920-21 .. " " 580'2 421'S 489-3, 
1921.22 .. .. .. 635-1 ,306-2 138'3 
1922-23 ,- " .. 931'0 402'5 243-S 
1923-24 .. .. .. 704-0 415-4 347-5 

Rupees (lakhs) Rupees (Iakhs) Rupees (lakhs 

1913-14 -, .. .. 25,45 
i 

14,28- 17,86 
1920-21 -- ..... .. 26,45 21,90 34,57 
1921-22 "I 22,65 

, t 
12,67 7,59 

1922-23 -, 30,44 15,01 12,60 
1923-24 23,06 15,44 17,68 

Tot&l yardage (million yards) Total value' 
y---.---l (lakhs) 

1913-14 3,159'3 57,59 
1923-24 1,466'9 06,18 

Differenoe -1,692-4 -1,41 
!Ii 

The great differenoe in total yardage and the slight difference in total values are 
striking, In regard to this the Ba.lfour Committee on Industry and Trade remarks 
signifioantly as follows :-

• With prioes averaging over 100 per oent_ above prewar rates, it is little wonder, in t. 
poor oountry like India, that the quantities should be seriously reduoed, The largest 
oonsumers of British textiles are the upper and shopkooping classes of the towns and 
villages, the rural population being olothed mainly in the oloths woven in the Bombay:, 
mills_ Our textile industry must look for its expansion .principally to a higher standard 
of living among the urban population whioh will largely depend upon an expansion of 
Indian industries and oommerce, Prioe, however, remains the dominating factor in the 
situation, and we oannot hope to reoover the whole of the prewar yardage, still less to 
see any inorease, until finishing, paoking and handling oharges are reduoed, and far 
more important still, until there is a very oonsiderable reduotion in the prioe of the raw 
~aterial_ ' . 



3. Japa_ competition in Ootton pitugood8 

A.. Percentage she.res of competitors .-------------='-:----.,...-::--...,.----,----
1913·14 11921-22 '1922-23 1923-24 

Gree.t Brite.in 
Je.pan 
Ite.ly 
Holland 
Switzerland .. 
Other Countries 

-- • 

--

1913-14 

97'1 
'3 

'8 

1'8 I 

87'7 
8'3 

'2 
1'1 

2'7 i 
B.· British and Jape.neae imports 

91'2 
6'8 

'I I '8 
'2 
'9 

89 
8'3 

'4 
'7 
'5 

. i'l 

, Cotton Piecegoods 

Grey ·1 White (blee.ched) Coloured 

e.rda y (millions) from Gree.t 
Britain .... .. 1,534 793 832 

apan ,. ,. { 98 '8 per cent. 98' 5 per cent. 92 . 6 per cent. 
'5 per cent. . ... '2 per c,nt. J 

1923-24 

e.rds y (millions) from Gree.t { 704· j 415 348 
Britr.in .. 85 . ~ per cent. 97'0 per cent,. 8,? '4 per cent, 

apan .. .. .. 13' 7 per cent.j ·6peroent. 6'7 percent. J 

The 8 per cent. reduotion in te.ble A e.bove is met by a corresponding incree.se in the 
share of .Japan. Italian imports in ooloured cotton piecegoods increased from 1,891,000 
ye.rds in 1922-23 to 5,567,000 ye.rds in 1923-24, e. very ·noticee.ble inoree.se. 

. 3. The question of import dutiaa of a protective e.nd of a se.fegu&rding n&ture Dlust 
first be rege.rded from the pre.ctioe that obtains in other countries. This will form BOme 
guide to the elise before the Board. 

COlmtry 

United States of 
America. 

Egypt. 
Russia. 
Poland. 
Germany. 
Franoe. 
Switzerle.nd. 
China. 
India •. 
,canada. 

110 y422-23 

I 

Cotton. Y urns 

(1) Singl~n>y (ro..) 
.;J 

Tariff, 1924 English Equive.lent, 1924 

8 eta. per lb. but not lees than 4 ·2d. per lb. but not less the.n 
15 per cent. ad mi. 15 per cent. ad "al. 

8 per oent. ad va!. 8 per cent. ad val. 
104 rbls. per 100 kgs. IS·2d. per lb. 
99' 2 zl. per 100 kgs. 4-' 7d. per lb. 
18 gold mks. per 100 kgs. 1·ld. per lb. 
157l frs. per 100 kgs. 2·ld. per lb. 
30 frs. per 100 kgs. (gross weight) ... I'4d. per lb. (gross weight). 
3 • 40 h. k. tis. per piau!, 1 ·Id. per lb. 
5 per cent, a4 val, . 5 per cent. ad "al. 
f~ ~. 



Country , 

United States 
America. 

Egypt. 
France. 
Philippines. 
Colombia. 
Brazil. 
India. 
Canada. 

United States 
America. 

Egypt. 
France. 
Philippines. 
Colombia. 
Brazil. 
lndia. 
Canada. 
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'(2) Single-Bleached (40s) 

Tariff! 1924 English eqnivalent,1924 

of 10 eta. per lb. but not less than 
20 per cent. ad val. 

8 per cent. ad val. 
181 '1 frs. per 100 kgs. 
15 per cent. ad val. 
13' 2 cts. per kg. 
600 reia per kg. 
5 per cent. ad val. 
Free. 

(3) Single-Dyed (40s) 

of .10 cts. per lb. but not less than 
, 20 per cent. ad val. 
8 per cent. ad val. 
2921 frs. per 100 kgs. 
15 per cent. 'ad wi. 
16'5 eta. per kg. 
700 reis per kg. 
5 per cent. ad val. 
Flee. 

n 
Ootton pieugooda 

5' 3d. per lb. but not less than 
20 per cent. ad val. 

8 per cent. ad val. 
2' 4d. per lb. 
15 per cent. ad val. 
3' 2d. per lb. 
5' Od. per lb. 
5 per cent. ad val. 
Free. 

5' 3d. per lb. but not less than 
20 per ~en.ad mI. 

8 per cent. ad val. 
3' Sd. per lb. 
15 per cent. ad var. 
4d. per lb. 
6·4d. per lb. 
5 per cent. ad var. 

, Free. 

It is oonvenient to divide the import duties in force into four grouJl8 1-

(a) Plain, unbleached, weighing 100 gms. per sq. m • 
. (b) 'Plain, bleached, It .. .. It 

(e) Plain, printed, It .. .. It 

(d) Plain dyed (in the piece).. ,. 

(a) Plain, unbleGChed, weighing 100 glM. pef'lquare melre 

Country 

United States 
America. 

Egypt. 
.Japan. 
China. 

Italy. 
Switzerland. 
France. 
Germany. 
India. 
Canada. 

Tariff duty, 19U English equivalent, 1924 

of 16 cn. pl"r lb. but not less than S·Od. pe. lb. but not les~ than 
20 per cent. ad val. 20 per cent. ad tNJI. 

8 per cent. ad wi. 8 pt'r cent. ad mI. 
131 yen per 100 kin. 2·ld. pE'r lb'. 
O· 28 Hk. tis. per piece not 11' 3d. ler piece not ell"ceeding 

exceeding 40' x 40 yards. 40' X 40 yds. 
1101 lira per 100 kgs. 5' 3d. per iii. 
20 frs. per 100 kgs. (gross). • 9d. per iii. (gross) 
4991 frs. per 100 kgs. . 6·5d. per lb. 
50 mks. (gold) per 100 ~g~. 3·Od. per lb. 
11 per cent. ad val. , 11 per cent. ad tNJI. 
,121 per cent. fUllJQl.~ 121 per ('ent. ad wI. 

(b) Plain, bleac1wl, weighing 100 gm8. per 8I}tlare metre 

United 8tates 
America. 

• Japan. 
Cbina. 

Germany. 
India. 
Canade,. 
Vnio .. of S, AffiO!t. 

of 18 cts. per lb. but not less 
23 per cent. ad wi. 

161 yen per 100 kin. 
0'33 Rk. tis. per piece (not 

than 9' 5d. per lb. bnt not less 
than 23 per cent. ad \'01. 

2·M. per iii • 

exceeding 37' X 42 yards) .. 
70 mks. (gold) per 100 kg~. 
11 per cent. ad val. 

13·4d. per piece (not e:.;c~edinll 
37' X 42 yds.). 

4' Id. per lb. , 
II per cent. ad val. 
15 per cent. ad val. 
12 lIer cent. ad va~ 

15 per cent, ad val. 
13 per cent. ad IJIJI. 
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('-) Plain, priraWl, _ig1ii1lg 100 (/fM.. 'pt.r sqllare metre 

Country 
United States of 

America. 

China. 

Germany. 
India. 
Canada. 

Tariff, 1924 
22 eta. per lb. but not lesR tban 

40 per cent. ad t:tJ1. (4 per 
cent. ad val. extra if printed 
with vat dyeR). 

English eqniva.Ient, 1924 
n· 7d. per lb. but not les~ than 

40 per cent. ad t>tJl. (4 per 
cent. ad val. extra if printed 

with vat dyes). 

19 HIt. tiR. per piece 7·7d.perpiece{20to 3i"wide 
. (20 to 31' wide x 30 yd.. long). X 30 yds. long). 

100 mb. (gold) per 100 kgs. 5' 911. per lb. 
n per cent. ad MI. 'n per cent. ad val. . 
201 per cent. ad val. 201 per cent. ad val. 

(d) Plain, d}led (ill lhe piece), weighing 100 gmB. pp.r square metre 

United StateR of 22 cts. per lb. but not less than 11' 7d. per lb. but not less than 
America. 40 per cent. ad .tHJI. (4 per cent. 40 per cent. ad val. 

Japan. 
China. 

Germany. 
France. 
Italy. 
India. 
Canada. 

extra if dyed with vat dyes). 

201 yen per 100 kin. 
• 35 Hk. tIs. per piece (not 

exceeding 36' x 4.3 yds.). 
100 mks. (gold) per 100 kgs. 
705 frs. per 100 kgs. 
1461 lira (gold) per 100 kgs. 
11 per cent. ad mi. 
201 per cent. ad val. 

3' 2d. per lb . 
14' 211. per piece (not exceed 
~g 36'x43 yd..). 

5' 9d. per lb. 
9' 211. per lb. 
7·Od. per lb. 
n per.cent. ad val. 
201 per cent. ad tHJI. 

There are several noticeable features in these tables. Among these' JIIay be 
mentioned....! 

(1) the high rate in (Jrotective coontries such as the Unit..,d StateR of America, Poland 
and Rllssia on single grey (40s) yarns. This rate is higher for single bleached 
40s and higher still, e.g., in United States of Ameriea for single dyed (40s). 

(2) the still highet' rate in these countries on cotton piecegoods. This rate is highl'r 
for plain bleached than for plain unbleached and higher for plain' printed and 
still higher fOJ plain dyed (in the piece). , 

(3) Even countries like Canada have a 201 per cent. ad vll./orem against 11 per 
cent. ad .va.lorem in India. The rates in the United States of America, 
Japan, Italy France and Germany are Rpecially noticeable. 

(4) The total imports of yarn from Great Britain in 1923·24 were 21,790,000 Ibs. 
compared with 37,836,000 Ibs. in 1913-H. In 1913-14 imports frilm Japan 
amounted to only 1,000,000 Ibs. while in 1923-24 they had reached 20,430,000 
Ibs. Iu 1922-23, tha last year for which detailed figures are readily available, 
Japan dominated the market up to 25R, and Rhe was a Rtrong competitor with 
Indian JIIade yamB. In counts 26 to 40, Great Britain and Japan shared the 
import market in a!moRt equal proportions. Out of Rs. 794lakhs imported in 
1923-24 Great.Britain had 58 per cent. at)d Japan 36 while of the total importR 
by weight these countries had 47 and 46 par cent. respectively, as against 
86 and 3 per cent. by value and 86 and 2 per cent. by weight in the prewar 
year. 

As explained in Memorandum I to protect Indian manufacturers would be an extension 
of the Fiscal ColllllliRsions three postulates (1) that the industry posseRses natural 
advantages; (2) that without the help of protection it is not likely to develop at all, or 
not so rapidly aR is desirable, and (3) that it will eventually be able to face world 
competition without protection. It iR this third postulate that is important but the 
Government of India and the Legislature can always extend these. In the case of yarns 
it iR true as shown above that some protectionist countries have high duties, e.g., the 
United States imposes on yarns a minimum ad tIIllorem duty ot 15 per cent. on single 
greyR, 20 per cent. on bleached singles and dyed singles. In India, however, there is a 
considerable handloom industry such as is perhaps in no other country of the world 
("ide Appendix I on Statistica.I evidence regarding the dev('lopment of handloom weaving 
in India). The Industrial Commission pointed out (page 10 of their Report) that 'In India 
a far greater degree of resistance has been offered by the handloom to the agressions of 
the factory than'in England. This is attributable to the great number of speoialised 
~s of cloth of which slow moving Indian custoJq declllase tpe l1$e ~o ~he fact th"t thu 
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demand for ma.ny of these is on so sma.ll a. sca.le, while tbll types tbell1Belves a.re so special, . 
80S to render it difficult for tbe powerloom to produce them a.t a profit; to the fa.ithfulness 
of the wea.vers -as a ca.ste of their heredita.ry tra.de, and tbeir unwillingness, especially 
in the sma.ller towns; to ta.ke up factory work; and to a. less extent, ·to the money locked 
up, on a vicious system it is true, in the fina.ncing of the weaver by his pa.t~on a.nd incnbus 
the money-lending cloth merchant. " , 

The handloom ·wea.ver pl'P.fers the imporkd ya.rn in ma.ny ca.ses because he is sure of 
getting the cOllntq and a.t the ~a.me time of obta.ining a ml1rh better ya.m. In view ofthe 
large ba.ndloom industry in India I am not in fa.vour of increa.sing at the moment the 
import duty on yarns. An increa.se of this duty could, on r/Ovenue considerations alone. 
be justified and with the growing wave of protectionism among the educated cla.sses in this 
countl1' m:\y be a. suita.ble mea.ns of bringing theory into practice. At the l'resenttime, 
all things considered the duty on ya.ms should not be increa.sed. With rega.rd to cll,th 
it is otherwise. Here the mills in Bore bay a.ud elsewhere feel severely in cloths between 
248 and 408 outside competition and a duty is advisa.ble. Ca.na.da. imposes a 15 per cent. 
ad valorem duty on pla.in unbleached and blea.ched (woighing 100 gms. per sq. metre), 
201 per oent. on printed and dyed. High protectionist countriE'B like the United Sta.tes 
have much hea.vier rates, e.g., a minimum cut valorem rat!' of 20 per cent. on unblea.ch£d, 
23 per oent. on blea.ched. 40 percent. on printed and dyed goods ",ith'an extra 4 per cent. 
if dyed with va.t dyes. The exa.ct rate on cloth of low counb will have ttl be much higher 
than 11 per cent. as ma.y be seen by ta.king the selling price of J a.panese cloths of counts 
within the range specified above and oomparing the costs of identical goods in Indian 
mills, costs of prodllction"for representat.ive mills in the fOTll1 of a composite Ftatement 
are extremely difficult to obtain as experience has shown. An import duty similar at 
least to that in Cana.da would be advisable. There i~ much truth in Me Kinlpy'~ dieium 
that • The people of no nation in history has even permanent!y prospered under a poJiey 
which sacrificed its home industril<s to build up and develop the resourr.e~ and give 
employment to the labour of foreign st>ttts.' At first in order to arrive at what would be 
a minimum protective ra.te on the lower counts of cloth. referred to abuve, it will be 
neoessa.ry to ha.ve fairly a.CCllra.te CORtS of ],Irodul'tion. The dutieR, therefore, would be 
fixed to start with a~ if they were .afeguarding industries. 

Protective duties of the sort described are preferable to bounties or negative taxes. 
Bounties, it is true, are unlIkely to ra.is.:J international con1l.icts and to causil loss of 
consumers since they do not raise the price of products). They are, however, f(lrms of 
expenditure while customs duties a.re forms of receipts; they are expenditure which can 
be met only by levying taxes, and the burden of these ta.xes is more obvious than that of 
import duties a.nd therefore more unpopular. The simplicity d bounties a.s the expenses 
involved by the country are clearly Boon is an advantage. On the other hand as the 
history of the linen, com, sugar, and shipbuilding and shipowning bounties show, bounties 
have their drawbacks. .. All the advantages of bounties," Gide well puts it ... are out
weighed by the capital objection that bounties are a form of e:rpenrliture, whilt' customs 
duties are a form of reGeipt8. Now States, being as a rule in debt. are naturally more 
inclined to accept money than to give it away. 'There is, however, another object.ion to 
bounties: they have too personal a character. The advantage resulting from a customs 
duty is alwa.ys more or less a.nonymous: no one knows exactly who profits by it. Now, 
the ma.nufacturer who is to gilt a bounty is known. and also the amount which he receives. 
This is the reason why suoh a. system will never be popular. It exposes in too glarillg a 
light the sacrificf)s which it a.kB of all and the privilegps which it wants to a few, thereby 
offending the spirit of equa.lity.... It would be difficult to work out the correct amount 
of a bounty and to distribute it without difficulty in the industry itself. Import duties 

. of the nature proposed· are preferablo to bOlmties. ' 

m 
My attention has been drawn by the Boa.rd, to the inoidence of the duties on 

imports. I venture to refer to Chapter XVIII on the' Shifting and Incidence of Taxa
tion' in the' Sc'ence oJ Public Finance' tespecially the portions dealing with the use of 
statistios in inoidence and the incidenoe of taxes on commodities (pp. ] 88-191). The tax 
on pieoegoods may be only a small factor oompared with other factors determining the 
prioe of cotton oloth. As is pointed out in the ohapter in question' The incidence of a 
tax on a oommodity oa.nnot be determined merely by a oomparisoJl of the prices before 
and after the imposition of the tax either in the same oountry or between different 
oountries. The greatest oare is required in making deductions on incidence from price 

,. On oloth 30s warp and 40s weft and under. 
t Maomillan ap.d Co-~p.c;l Edition. 



Iltatistic8 becauae the tax is only one factor, and often a small factor whioh produoes the 
ohange in prices. Incidence is, of course, .. price question, and part'of the wider theory 
of ,...Iue.' 

In nearly all oases th8 oonsumer bears the import duties but ,this is not always the case. 
The Japanese manufacturer, for example, may forego for a time part of his ordinary profits 
and pay the duty, hut eventually he will cease producing for that market and seek other 
markets. A part of the tax may rest temporarily on producers, shippers, merchants 

. and others. If the price rises to the full amount of the tax, the incidence will be on the 
oonsumer and if the price does not rise at all on the producer. If the price rises by 
less than the tax it will fall partly on the consumer and partly on the producer. The 
country whose goods were taxed would seek other markets until they had risen in value 
in India sufficiently to throw the whole or nearly the whole burden of the tax on the 
oonsumer. The part which manufacturers of cloth, for example, in, the country whose 
goods were taxed would bear may be great temporarily if they had made goods specially 
for our markets. They would seek other markets and Ifl&Y even divert some capital 
and labour in the taxed industry to other industries. Tile direct money burden of the 
tax will be divided between the consumers and the producers according to the proportion 

. of the elasticity of supply to the elasticity of the demand for the cloth taxed. In the 
United States it is often paid by the foreigner which is not true permanently even when 
the foreigners' market is limited to the market of the country imposing the duty. The 

, whole problem of the incidence of import duties is a oomplicated one and in a summary 
here it is not p088ible to go at length into the various representative cases. One has to 
'be very careful in disentangling cause and' e1loot. 

JrrEll[~BA.NDUJ[ ill 

ST4TISTICS 011' J4l'AllBSB Mu.Ls 

• As the Board is 'aware 'I cabled to the International Labour Office, Geneva, for statistics 
of Japanese mills, with special reference to costs of production. The reply, which has 
been received from the International Labour Office acting in conj unction with the Japanese 
Delegation at that office, speaks for itself. It shows that no detailed investigation of 
the nature required has been undertaken but a statement has been furnished giving 
oertain statistics. The table does not give the details required for a comparative state· ' 
ment between India and Japan in regard to manufacturing costs. 

2. The table which I have already had occasion to 118e shows that :"-
(1) The working days per month in 1925 were on an average 26'7 days of 19'79 

hours per day (2 shifts). 
(2) The average counts of yarn were 23'1 (ring) and 30'1 (mule). (The mules are 

5 per cent. of the total. In Bombay mules are uaed for waste yarns and are 
not 1 per oent.). . 

(3) The number of hands employed in 1925 was :-

39,414 
134.726 

•• male 
•• female 

Total •• 174,140 spread over 49 mills of the Japanese Cotton Spinners' 
Association. 

(4) The number of spindles per mill of the 49 mills given works out to 94,000 spindles 
per miII,'while thcnumber of workpeople is 174,140, i.e., 3,400 workpeople per 
mill. This figure of 3,400 working double shift corresponds roughly with an 
Indian mill of the equivalent number of spindles. 

(5) The wages were much higher than in the Bombay or Ahmedabad mills -

38' 68 pence per shift (per worker). 'male' 
30' 56 .. female, 

i.e., Re. 2' 2 and Re. I '10 per diem respectively. 
3. The table also shows that the number of persons employed per 1 000 spindles was 

36'6. This is assumed to be for double shifts from the statement given or 18'3 for a 
single shift of 9' 89 hours. '. • 

In Ahmedabad 18 persons for spinning and 22 for weaving for a day of one shift of 10 
hours is 0118tomary. The figures in,the atatement for Japan are for spinning only. 



4. :From the tl>ble the production per spindle on the average counts given is 5'36 
ozs. per spindle in 9' 89 hours per shift. The cotton loss as shown equals 12! per cent. 
In other words 87 t percent. yarn is obtained from 100 per cent. cotton which is good and 
quite equal to the best Indian mills but not so good as in Lancashire. The percentage 
of yarn from cotton is largely dependent on the class of cotton consumed. The Japanese 
purchase ootton in India very often direot from the oultivator and in most cases the 
cotton is ginned and pressed in the presence of a Japanese representative of the exporting 
firms. The result is that the Japanese firms get better ginned cotton than can as a rule be 
obtained in the open market. 

5. These facts also emerge from the table :-
(1) That wages in Japan are oonsiderably higher than in Bombay. 
(2) That the counts 23s per ring spindles on the average are the same as in the 

Ahmedabad mills (248 per ring spindles). 
(3) That the number employed per 1,000 spindles in Japan for spinning is about 

equal to the number in an average mill in Bombay. 
(4) That the number employed per mill is very muoh greater than in Lancashire 

or in the United States (vide memorandum I). 
(5) That in Japan the wages bill (the highest item in the cost of production excluding 

raw material) is relatively higher than in India. Wages per head in Japan are 
higher than in India while the numbers employed per 1,000 spindles is about the 
same. (vide also memorandum I). 

6. There is nothing shown in the figures furnished by the International Labour Office, 
Geneva, which would indicate that the Japanese cost of produotion per tb can be less 
than the oosts in India except for the fact that they show 19' 79 hours per day as against 
10 in India. Per oapita wages are much higher in Japan. There are, of oourse, other 
important items in costs for which data are not available, and we can ouly conclude that 
the reason why Japanese yarns and cloth usually sell cheaper than Indian mill goods 
is due to reasons which are not obvious from the statistical data furnished by the 
Japanese Cotton Spinners' Association, and compiled by the International Federation 
of Master Cotton Spinners and Manufacturers' Associations. 

I have referred in memorandum I to Japanese costs in regard to interest and other 
charges as stated by the American Tariff Board, but these are not covered by the 
statistios in this memorandum • 

. Owing to the double shift system the Japanese mills are able to turn out yarns and cloth 
oheaper. They are getting a greater output from the capital originally spent in the 
oonstruction and equipment in the mills. The active spindle hours are almost double 
those of Indian mills. As overhead charges (e.g., interest, depreciation and management 
oharges) remain the same whether 10 or 20 hours are worked, this will reduce costs. As 
a rule it is about 25 per 'lent. cheaper to work two shifts, assuming, of course, there is a 
ready market for the goods. 

Telephone: MT·BLANC 6200 
JWN/EAS 

SOIIiete Des Nations 
League of Nations 

Please quote Ref. no. in reply 
Dana la reponse priere de lappeler 
No. 1/1033/16/1 

Dear Sir, 

Bureau International Du Travail 
International Labour Office, Geneva. 

4th October 1926 •. 

In reply to your telegram of the 23rd September, asking for statistics of wages, .labour 
efficiency, costs of produotion in Japanese cott?n mills, we have endeavoured Wlt~ the 
help of the Japanese Delegation to the International Labour Office to collect some infor
mation on this subject. They point out to us that no precise investigation has yet been 
undertaken into these questions, but that the best source of information is the Monthly: 
Report of the Japan Cotton Spinners' Ass~iI~tion pu~lishe~ at 60 I-Chome,. Edo.bon 
Minamidori, Osaka. A summary of the statIStiCS contained m these reports lS gIven 
for the years 1919-1926 in the quarterly International Cotton Bulletin (published at 23S 
Royal Exohange, Manohester). A oopy of the latest figures published (in this Bulletin 



lor luiy 1926) ia enoiosed showing for the years 1919-1925 the number of miiia, 01 
spindles, number of hours worked, weight of yarn produced, ootton consumed, horse-power 
oeed, workers employed and wages paid_ I hope- this informatiou will be suitable for 
your purpose_ If any further information comes into our hands we will forward it to 
yoo. ~ 

lam, 
Yours sincerely, 

(Signed) G. E. di Palma Castiglione, 
Chief of the Intelligence and Liaison Division. 
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M onthly -1925 49 

Average, 1924 49 
1923 55 
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Table of the monthly returns of the Japan Spinnersl 
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4,643,541 26,212 4,669,753 26'7 19'79 23'1 30'1 
4,098,453 17,239 4,115,692 26'3 18'50 23'1 30'1 
4,001,729 34,727 4,036,456 26'0 19'12 20'6 28'2 
3,925,538 41,727 ~,967.265 26'6 31'00 20'6 28'5 
3,133,547 28,806 3,162,353 25'9 19'61 21'6 40'4 
3,149,107 42,645 3,191,752 26'3 20'28 21'8 27'4 
3,130,986 48,582 3,179,568 27'4 21'90 21'7 

I 
24'0 

International Ootlon BuUelin,-Official Organ of the International Federation of 
No, 16. July 1926. pp,586.587, 



Aasociation for the ye&r8 1921, 1922, 1923, 1924 and 1923. 
Cotton Spinners' and Manufacturers' Associations, Manchester}. 
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3'106 ~,414 134'7261~ 30'56 82,081,618 494,141 82,575,759 93,774,210148,335 
69,757,238 333,172 70,090,410 79,781,648 51,541 3'33936,015 117,30638'14 30'15 
72,957,711 339,754 73,297,465 83,507,512 56,890 3'455 37,767 120,43337 '06 29' 51 
75,267,817 372,677 75,807,160 86,478,973 63,062 3'52041,161 132,681:38'59: 31'06 
61,336,767290979/61,627,746 70,874,213 61,236 3'801 34,904 105,70436'58; 28'35 
61,666,052388,406 62,054,458 70,629,176 63,751 4'089 33,965 109,78139'16 29'89 
64,803,245477,990 65,281,2351 74,352,591

J 
66,531 3 '766131,136 101,538i27 '88; 21'75 

Master Cotton Spinners' and Manufacturers' Associations, Manchester, Vol,. IV, 4, 



Witness No. 80· 

Mr. G. FINDLAY SHIRRAS 

Oral Evirhnce recorded at Ahmedaball on 17th September 1926 

Preaidenl.-I gather from your evidence that you are of opinion that the depresRion in 
India is much more closely oonnected with world depression than other witnesses before 
us have been inclined to admit? I 

A. At the same time, of course, there are local factors which I have discussed in the 
memorandum. I was greatly struck when I was in Massachusetts by the depression 
which in 1922 tbey were suffering from there, and also of course in Lancashire about 
which everyone knows, speoially in regard to the reduction in the hours of working which 
ha.ve been prevalent for a oonsiderable time now in the Lancashire industry. 

Q. You were in America last year ? 
A. Yes. The British Foreign Office had made arrangements through the Ambassador 

in Washington that I should see the pepartments of Labor and Commerce and also the 
State Department of Labor of the New York State and the Department of Labor and 
Industries in Massachusetts. 

Q. ~ou found that there was a distinct depression in the textile industry in America 
as recently as last year Y -

A. Yes, of course it was passing away to a considerable extent. The other industries 
in America of course were in atl extraordinary good state of health. -

Q. In these· ciroumstances to what special factors do they attribute the American 
depression in the textile industry Y 

A. They said there waS a lack of buying power abroad. But I think the depression was 
largely due to continual fall in the price ·of tile manufactured article, and as you are 
aware the outturn in America in the last few years of the raw materia.l has fluctuated 
oonsiderably. Also, of course, there was restriction of hours imposed in the in!iustry in 
Massachusetts and, of oourse, there were people who were inclined to believe that the 
long hours of labour in the Southern mills put the other mills in the North at a 
disadvantage because in Massachusetts they have a 48-hour week and in the Southern 
mills some have got no limits at.all and you get 60 hours and 57 hours ¥1d things of 
that sort. Also people in the North attribute the factors to other advantages which the' 
Southern mills had, in that wages were much less there, especially in Carolina where 
the wages were less and also to the absence of any restrictions on hours, or at any rate 
if there was a restriction, it was someting like 57 hours a week. And again they 
thought that the Department of Industries and Labor which oontrols all these things 
in Massachusetts was very striot in factory inspection and things of that Bort. 

Q. I think there is some slight mistypin~ here where you say that' as compared with 
the Southem States, where with the exception o~ South Carolina and Tennessee there is a 
limitation of less than 60 hours per week and 10 hours per day.' • 

A. I think I ought to make that quite clear. In MBSsachusetts, the working hours for 
women and obildren in textile mills have been limited by law to 48 per week and 9 hours 
per day whereas in no Southern State exoept South Carolina where the weekly limitation 
is 55 hours and Tennessee 57 hours is there a limitation of less than 60 hours per week 
and 10 hours per day. Further in Massacbusetts the employment of women and ohildren 
in textile manufacturing is prohibited after 6 p.m. and before 6 a.m. but in none of the 
Southern States is night work by women prohibited in textile manufacture, and even in 
Massachusetts women may be employed in some other industries other than the. 
textile indUlitry until 10 p.m. provided they do not work more than 9 hours in anyone 
day or 48 hours in anyone week. 

Q. This should be • there is a limitation' and not • there is no limitation' t 
A. Yes. 
Q. Do I understand then that although the Washing top. Convention originated in 

America, it has not been ratified and is not enforced by the United States ! 
A. That is undoubtedly true. But you Bee in America labour is not a subjeot of 

universal or federal legislation as in India. You have got uniformity in India 
throughout, whereas in the States eaoh State is master in its own house so far. as 
legislation goes. It is entirely due to the people not seehlg the advantage which 
uniformity in a federal oonstitution in regard to labour matters brings with it. 

Q. It oomes to tliis then that any complaints against Japan in respect of the failure to 
ratify the Washington Convention apply equally to Amerioa ! . 

A. Yes and, Sir, there is one thing moreover, that in Amerioa the labour is extraordinari
lyeffioient. I have got here a letter as a result of the oonversation I had with Mr. Hoover, 



one of the most able men in the United States to.day. I had a long discussion On labour 
matters with him and he emphasised the extraordinary increase in efficiency which has 
taken place in recent years in the States, and here is a letter-if you will .. llow me to 
read-which confirms the evidence. The letter reads:- Confirming conversation I 
suoceeded in having a few words with Mr. Hoover this morning and I hope I am quoting 
him correctly in the following- .. In pre·war years the total value of production in the 
United States appr~imated dollars 25,000,000,000; at the present moment it 
approximates 60,000,000,000. Even after allowing for changes in the index number you 
will note that there is substantial increase in production." He, then, before going on to 
ootton weaving says .. As expressed in bushels rather than in dollars, the agricultural 
production in this country is approximately 25 per cent, above prewar while the 
number of farmers has decreased. A similar situation exists. in a number of other 
commodities, for example the railway tonnage handled is considerably in excess of 
prewar while the staff employed is practically unchanged. Another way of con
sidering this subject is through an analysis of the savings of our p~ople, for it 
is noted that, in spite of the fact that we spend large s~ms for automobiles, radio 
equipment and the like these luxuries have not had the result of decreasing our sav
ings in the broad sense of the word including life insurance snd a broad line of reserves 
of like oharo.ct·er. Although none of thE'Be methcds are really satisfactory it is a 
atriking coincidence that they all suggest that we -are in a better position than ill 
pre-war days by a margin of 15 per oent. p~r capital." (This was written on April 20, 
1925.) ]n other words in making a statement to you Mr. Hoover was making full 
allowance for ohanges in the index number since prewar days, Y OIL· will also be 
interested in th .. following ligures which were secured from one of our textile mo.chi
nt-ry manufaoturers reoently. .. One weaver u~ing the autom .. t.ic looms of the present 
day does work equivalent to that whioh could be done by 9,600 weavers using 
handpower looms. Similarly one worker in a modern spinning mill can produce 3ti 

much yarn as could be produced by 45,000 spinners employing the old.fa.shioned 
spinning wheel." One thing l.noticed, and I shall deal with it wh"n we are discussing 
the inefficiEmcy of Indian labour, in regard to the food aupply, was the extraordinary 
effici"nGY of the worker land his high standard of living. For example, a man work
ing as a carpenter may be using a Ford motor cal'. I have seen them in the 
restaurants in the evenings. Compare them with an Indian worker. The American 
gets a tremendou9 amount of fats into his sy.tem ; and that is what we in Bombay, 
as a result of our family budget, have found that the food supply Of th" worker ' 
in Bombay is very defident in. 1 shall deal with it later. See the small amount of milk 
for example that he takes into his body and also the small amount of protein. Now, 
that is a. que.tion of food supply. But, all the President pointed out, it is not only 
in regard to the question of hours but it is a question of efficiency too which goes to 
make the American so extraordinarily efficient making him really an important factor 
in world production of textiles to-day. 

Q. Speaking generally you found that in Amedca they.were faced with the same 
problem as we are in India •.. The old established mills in Bombay are increasingly faced 
with the oompetition of newer mills more advc.ntageously situated elsewhere. In America 
the new mills are in the Southern States. Here they are in various parts. of India, 
Native States and elsewhere? 

A. That is ao, Sir. 

Q. Apparently in America, pressure' cannot be broughHo bear on the Central Govern
ment, to enforce a uniform working day. What steps are they taking in Massachusetts 
to face the growing competition from the other States? 

A. The main thing that resulted as you know is this. The Legislature of Massachusetts 
took up this ,!uestion and instituted an enquiry to be undertaken by its Department of 
Labor and Industries and discussed this fully with the Commissioner, the'Labor. Commis
aioner. He has given me the report of the special investigation, which I shall hand 
over to you, Sir for perusal later on. But what they really recognised is this, that they 
must keep up the efficiency of the machinery, and they say that it is impossible now 
to go back on labour legislation. For example, more than one manufacturer told me that 
in 80me States there was no limitation of hours at all; in Georgia, Kentucky, Lousia.na, 
Mississipi, Virginia and North Carolina 60 hours a week with 10 hours a day. In 
Tennessee 57 hours a week-lOi hours a day. South Carolina 55 hours a week-IO 
hours a day. Texas 54 hours a week-9 hours a day. Massachusetts 48 hours a week-9 
hours a day. In Massachusetts, as I pointed out, there are certain prohibitions on work 
and there are other questions such as a minimum wage. There is a minimum wage 
which is not mandatory and does not yet apply to the textile industry. They have got a 
licensing of engineers and firms. They have got workmen's organisation, standard 
establishment for factories and workahops, mill hours for women and children,and all 
these thinss:- But nevertheless the conclusion which was come to was that still by looking 
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to the efficiency it is machinery and internal economy the mill industry in Massachusetti 
eould hold its own in tbehigher counts, in the better goods. _ 

Q.' 'fhe steps they have taken then are s·n all round improvement in efficiency! 
A. Yes, If 1 may quote from the Hilton Young Commission Report, what they call here 

in paragraph 193,' what the Currency Commission calls .. the prosperity of an industry 
depeIlds on the soundness of its internal economy and its adaptability to changing condi. 
tions ; and any basic unsou.lldness in its economic conditions cannot be rectified by a mere 
"hange in the ratio of exchange." The point is that Massachusetts can still, in the 
opinion of the Department of Labor and Industries in Massachustts, hold its own provided 
those points are attended to. And of course, as elsewhere, you get variations between 
industries and industries and between mills in the same industry. For example, I waf 
talking to the biggest manufacturer of jute in America and he told me his people are so 
good in keeping statistical information well and up-to-date that they have got their 
facts well ahead. For example, he could tell-he has got a mill in Calcutta as well-that 
at the present moment he was importing, paying a high tari1I in America, sacking for tile 
cotton crop and he found it was cheaper to get the Indian Labour in Calcutta to make 
this at the moment. He imported it into the States,. paid the import duty and it paid 
to do so. 

Mr. 8ubba Rao.-Inspite of the greater efficiency of the American labOur! 
A. It was at that moment. 
A. He said' I cannot always do it.' And then I said' how do you regard the efficiency 

of the Indian labour?' He said for heavy goods, lifting up bales, the American will do 
five times as much as an Indian; but he added that the India'n weaver is not at all a bad 
weaver. 

Q. I want to get that point definitely down. From the example given, it looks as though 
Indian labour is really clleap. You get from him in spite of a low wagfl a considerable 
amount of work. It pays to employ inefficient Indian labour at tbat price ratber tban 
more efficient American labour at a higher wage. That is with regard to the jute _ 
industry. 

A. Yes but I would not be too dogmatio. It would be sometimes temporarily. There 
may be local conditions which would make it possible for him to do it for a certain time. 
Then you know the drawbacks to effiCiency in Calcutta from hookworm. The loss to 
efficiency is considerable just as In Bombay mills when yoo get an epidemic of cholera 
or infiuenza all you had in 1919; it is a tremendous handicap to the employer in Bombay,-
because the efficiency of the labour is so important. _' 

Pruitknl.-I think perhaps the best plan would be. to dispose of a few general questions 
before we oome to any details. Generally speaking, do you hold that the present 
depression in the textile industry is doe to the lack of purchasing power! 

A. It is .to a oonsiderable extent. You see there is no outlet for the whole of the 
production of the mills at the moment. Things are getting better; but to-day you have 
got stocks, in Bombay-I think I have given that in my memorandum-which art' con
siderably above the prewar years and also business has been extraordinarily difficult in 
the last few years because you had a falling market against you the whole time. 

Q. I Bee in the latter part of your evidence 'you suggest·an import duty. How is a 
protective duty going to stimulate demand! In other words, of what use is a duty going. 
to be to the mill industry unless it enables their surplus to be cleared off and their output 
generally to be disposed of at a bigher price than they are getting now! 

A. If you look at the figures of the imports of .Japanese yarn to India you find that the 
imports are to· day 32 times more than they were ten ye.a.rs ago. 

Q. As regards yarn, the gain has been almost entirely at the expense of Lancashire ! 
A. I have not got the actual Sea Borne Trad .. figures. In piecegoods, you see imports 

have increased bomething like 14 times in the same period. On tbinking it over, I think 
if you bad a tariff on lower oounts-I mentioned it in the rnemorandum~at any rate 
that would be an advantage to tbe Indian producers. Of course it means raising a 
oompletely new issue of proteotion perhaps in India, and gomg beyond the FiscaJ 
Commission's reoommendations. But it would be protect.ion to the India.u ma.nufacturer 
to a certain extent IUld it would hit the countries which export lower count.; without 
hitting thObe which send us "p:ry high count.,. 

-Q. But how are you going to help y,he Indian manufaoturer to dispose of his goods' 
If you had a Houri.,hing home market which was oapable of absorbing all that might be 
produced, I could und(lrl!tand the position. But as you yourself show, that is not the case. 
You say here' by the way, bofore the war, the oonsumption of oloth per head WIlo8 about 
Ii fal'ds ' •. Now it is not more than 12 yards. 

A. I have not got the latest figures. 



Q. According to "our figures including the products of .the handloom, the highest 
figure before the war was 17 yards, in 1913·14. In I 924it was 15. .It is now back at 14. 

A. Yes. In 1923"2~ it was 12·5 and to.day, it is 13·99. Those figures are from the 
Sea Borne Trade Returns. • . 

Q. In any case the con'sumption per head is less than it was before the war in spite of 
aeveral good seasons. The point I :want to be quite cIt:&!" about is, would you "-as an 
economist say, that a protective duty is bound to send up prices ! 

A. Generally so, other things being equal. 
Q. We bave tried to disentangle this particular factor from others and it is a difficult 

thing to do. 
A. The incidence of import duties is one of the most difficult parts of the subject. 
Q. The~ other things being equa.I. a protective duty sends up prices. The effect of an 

increase in price is ordinarily to restriet consumption! 
A. Undoubtedly, unless for example-you ,get that in England-if prices go up, you 

find that people will still go on buying wheat and bread and cut 011 other things, in spite 
of the rille. . 

Q. We see here what they can 10 in the way of cloth. Their consumption in ] 920, 
when prices were at their highest, went down to seven yards. If.you restrict consumption, 
what is the benp-fit of the protection to t·he mill industry? • . 

A. But is not this consumption a passing phase. The cultivator is carrying on until 
.pricea become more moderate. He is merely carrying on ? 

Q. He will go on carrying on. There is nothing to prevent it. 
A. When prices fall owing to a large oroI' of raw cotton, instead of buY;.ng onesaree 

he will buy, two. . . 
Q. Ho may. I am looking at it entirely from the point of view of India as a home 

market. Unless it can be pEoved that protection is going to be of immediate benefit 
to the mill il.ldustry, unless the benefit is going to be prompt and speedy, how are we 
justi6ed ill recommending it Y It is o!:lnously a matter of ,ital importalloe to the 
intereRts of India and no Tariff Board, in my view, could be justified in recommending 
anything unless it were convinced in its own mind of the effects which will'follow from its 
recommt'ndatiotis Y • 

A. The effect will be that the Indian mill owner will have the market in the lower 
counts mOl'O to hlDlllelf. . 

Q. That, of cou_, is a m.'\tter on which there is not a great ma..qS of evid.mce. Bitch 
evidence as we have ~ot at pre-qent goes to show that the bulk of the Japan"se competitIon 
is betwt'6n 30s and 4OR, u. class ot gOodb in which India can hardly be slloid to have a nat.ural 
advantage, a~ the evidence .. Iso go ... to show that the countR betweeI;l 309 and 40s which 
are -apun in India are spun to " large extent, nut enti~ely but to an apprecIable extent, 
from cotton imported from Uganda. _ . 

A. That is so. But you get in Ahme~abad ihe finer counts. They are being produced 
here. For example you get 60s to 80 •• 

Q. Rut they are not produced from Indian cotton Y 
A. Undoubt.ldly. 
Q. You rememher the Fiscal Commission laid down as one of their criteria that the 

industry should have a.natural advantage. If these counts are not apun Crom Indian 
cotton, where is the natural aJ~ant~ 1 

A. I quite &grOG it is going beyond what has been laid down by the' Fiscal 
Commission. 
~ Q. And, therefore, it seems all t.he more necee.ary that we at least should be certain 
that the l'P.m .. dy is going to have an imm"diate effect •. 

A. As I havc sugget:ted in my memorandum, the E'ftect of the duty should be watcbed 
very carefully. Th3 C03ts of production from the representative wills Hhould be looked 
on from time to time. 
. Q. Bv the Tariff Board, I &uppose ? . # 

A. By your Central Statistical Authority and the Collectors a( Cus1;oms. 
Q. Don't you think that is a little optimistic? We have been trying to get CO$ts of 

production fc,r the IMt tbree months and I can as.:nre you fr'>m our experiPllce that it is a 
Hercul .. an taok to get costs of production at all in the first instance 8.l.!d then in the soloond 
instance to get them in a form which you can uDdel"'tand them ; and do you think the 
CORts of production supplied to the Statistical Board and the Colleetor of Customs would 
be of any vRlne f 

A. I nan frankly admit that many returns I have got I have been unable to put before 
you. In fact I have only put in two compo.ite s .. ts. 



'. 
Q. Don't you think it would bp"a little optimistic to ~ay tM least to base your 

alterations in the tariff pn costs of production supplied by representative mills to a Board 
or Collector of Customs who would have no experience whatever in interpreting them! 

A. I think that Government wil.h one or two officers including a Eltati.~tical Offi~er can 
do it and there are people in Romb:J.Y :who could advise them on that. But I admit it 
is an extraordinarily difficult thing. 

Q. I Wish you as one of the senior t'conomist.s in India could give us a little'~ more light 
Oil this question of the effect of a protective duty on increasing price~ and rest,ricting • 
oonsumption, aud therefore its effect in bringing about the desired object. 

A. I shall do that and I suppose you have no objection to my doing so in a separate 
memorandum. It is beyond the Fiscal Commission you say. It rleparts from the principle 
laid down by the Fiscal Commission and I suppose you do not mind it. 

Q. Not in the least. The fact that we have been given such wide terms of reference, 
8ho\\"8 that we are not necessarily bound by the recommendations of the Fiscal Commission. 
We should naturally. have to justify any departure we make in our recommendations 
from the recommendations they laid down. Such a departure would require the very 
strongest justification and the only justification that we could furnish would be our firm 
belief that it would attain the desired obj<!ct. The owy j~tification for imposing anything 
which means an indirect tax on the consumer is that it would be of real benefit to the mill 
industry and that is the" point on whioh we have so far nO,evidence whatever. 

A. I ahaillook into that. 
Mr •• '?ubba Rac.-Could you tell us from your'knowledge of statistics in the earlie]!" 

years, to what extent cloth imports from I,ancashire consisted of cloth made of counts 
under 40s ! .. 
, A. I could not do that from memory. 

Presidelll.-The next question whioh we would like to discuss with you, Mr. Shlrras, is 
the question whether you consider tbat the stabilisation of the rupee at 1/6 is a permanent 
handicap to the industry as has been repre.ented by the Bombay Millowners and many 
other witnesses before us. ' 

A. Sir, this.is a question..which has been argued frequently ever since the Gold and 
Silver Commission met in 1887. It went into the question of the fluctu,ation of gold and 
silver and the general effects on exchange. Ever since that time there has been a great 
deal of argument 8.' to whether a rate of exchange has a permanent effect on trade. Now 
,there are certain points common to both sides. The first thing is that no one in his 
senses would dispute'that if exchange went down from 18. 6d. to 18.4d. and if the price 
pf fOur raw cotton is fixed, the amount you get is different at the two rates. 

In 1899, Professor Marshall rut the 'idestion very lucidly as foIlows:-
.. I find that those who think that 110 relatively depreciating currency gives a bount~ 

to the export trade, generally quote in sllpport of their conclusion facts which I should' 
not dream of calling in question. and I think it may be well to state what.seem to me to 
be matters common to both sides, motters which are not in dispute. The dispute is 
wheth('r from these facts it follows that a depreciating currency gives a bounty to the 
export trade. It is common ground that, if the price at whicb an exportee sells his ;;oods 
in foreign markets betaken as fixed, then a faU in the value of his own currency,relatively 
to foreign currency, of 1 per cent. increases his gross currency recbipts by 1 per cent. 
and is likely to increase his profit., in a milch larger proportion, or to turn a loss into a' 
'profit. Expert witnesses have been called, and nUD'erous expert writings have been 
written by people making a point of the fact tbat they are actually engaged in trade. 
and in a position to provo that this is the eXI.erience of practical lifo. But I't'ally no 
experionce is need .. d; the result follows from an elementalY application of the first rull'.8 
of arithmetic; and it has never, as far as I am aware, been doubtt'd by any person i» 
the world. It is common ground alsl) that, if the currency iu India is rising in value, 
while that in, say, China, is falling in value, then the employers in India, having to pay 
relatively increased fixed charges, salaries, wages, et~., may be complaining of hard times, 
while the employers in China are making good profits. This will, perhaps, be expressed 
by saying that ~urrency changes are giving an advantage, or a premium, or a bounty to 
the Chinese "mployers as compared wit.h the Indian. H these employers in India are 
producing for export to foreign oountries, they 'may be describod as export.ers; and it 
may be said tben that the Chinest' exporters have a bounty in ~omparison witb the Indian 
exporters. But this appears to me to be an incorrect way of expressing an undoubted 
f'tot; 'for, first, the gain of the Chinese employer is indepenc1ent of the acddent.that his 
goods are exported; and, secondly. it is at the expense partly of the creditors who are 
financing his export industry, butmainlyof the employreh in it. Now if one says thr.t 

. the export trade of a. country is conterminous with the undertakers of business ent.erpl'i.e 
who a.re generally ell!ployors, and that anythil1g that benefits the employers is a bounty 

. on the export industry, tht'n the proposition may be conceded. But., as I hold that. the 



creditor. who finance an industry that produces for e~orl have some share in the export 
t~de, and that the employees who make the thing for export have a very large sh~ 
qUIte ... large a share as the undertakel',-holding that, 1 do not admit the proposition. 
U the ~tatement is that a depreciating currency gives a lIounty to the eu>ployer who is 
producmg ~or export, I admit it; only, I add, the bounty is just the same, &l.:d at the 
~xpense of Just the same people, SA that "hich he would get frOIa. a depreciating currency 
if he were produeing for his hom .. market, and not for ('xport. Again, it is' common 
~und also that, w:hena country lends capital or returnsanyofits borrowings,erincreases 
~te I?aytllent of foreIgn dues (for example, increased sales of Council bills~, or has increased 
Its Imports above their wont, then there is an increased demand for (xporter.s' bills' 
that. this is nece~sarily accC?lIIpanied by ~ fall in the value of t~at country's currency 
relatIvely to foreIgn countrIes, caU8PS a stImulus to exports, and mcreases, for the ,time, 
the profits of Exporters. But all this does not go to show that a depN'ciated currency 
is a bounty to exporters in the way of causing an increase of exports relatively to imports. 
On the contrary, auy stimulus to exports relatively to inJports which is not accomr anied 
by leneling to foreign countries, or returning loans, Ibust necessarily be followed and 
oompensated, by an exactly equal falling oft of exports relatively to imports. For it 
oauses an excess of ,exporters' bills, and that gives at once a ,bounty to imports. If the 
bounty is not sufficient the discount on exporter's bills rises, and, therefo~e, the bounty 
on inJporte rises, until precious metals or otber goods come in." . 
• He goes ou to illUlltrate this by taking a bale of jute and a bale of imported piecegoods. 

Now, may I just go into the history by ta.\ing the point,really at issue f This, as you see, 
-WAIl Marshall's evidence and he showed clearly what exchange was, it is the ratio of 13terling 
price to rupee price. He explained it fully here in his evidence . 
• The Indian exchange is quoted as the sterling price of the rupee, that is what price hi 

London can command a rupee's worth of goot's in Calcutta or Bom bay. '~'hen the Fowler 
Cozamittee in taldng up this question say that they looked into tbe trade and tbey found 
it was no advantage to the country as' a whole, a point which may be ,emphaAised. 
Before that, in 1893, the Herschell Committee examined the statistics of lndian ex}-orts 
lor a series of years and came to the conclUllion that'" although: one may be inclined, 
nlgarding tbe matter theoretically, to accept ~h. proposition :that tbe suggested stimulus 
would. be 'the Jesult of a falling exchange, the examination of tbe statistics of 'xport 
pl'oduce does ,nut appear to afford any substantial foundation for the view that any 
practice that is a stimulus, assuming it to hate existcq, has bad any r,revailing ~ftect on 
the course of trade; cn the oontrary the progreso of the eXP9rt trade has been less with 
a rapidly falling than with a steady exchange." They desired to state that they had been 
unable to lind any statistical support for the theory that exports are largely and 
penuanently stimulatA>d by the depreciation of the standard of value resulting in a fall in 
exchange. Then tboy go on to quote with approval the views of the Govp.rhIUent pf India 
iu a letter dated the 12th October 11179 that a country as a whole makesllo gaininitRfree 
international trade by depreci..tlon in its standard since the extra price received forits 
export is given away in the extra price for tbo imports. A producer of an article oiexport 
may make a temporary and nnfair gain from depreciation of the standard at the expens~ 
of his employees and of all other persons to whom he makes payments. You have had 
experience of that in the depreciated currencip~ of Europe in the last few years-and 
conRe'luently thp. action of depre~iation by liability to sudden falls ill prices as well as 
rises checks the general increase of international trade wbich necessarily results frcm the 
want of a oommon standard of "alue between the countries which have intimate (lommer
oial and firuuclal relations. Then they go furth~r snd they ,ay, if you take • falling 
exchangr, at what point ,.'ould it ultimat~ly fall that. "ould be beneficial? ".A!I regards 
the argument that a low exchange st.imulates exports and decreases imports it is further 
to be observed that whatever advantagE' ir attached to a low exchange should be'increased 
by parity of reasoning by a still lower exchange. It has been TepI'esented to us that it is a 
fa.1ling exchange which stimulates export., but as regards the ultinJate limit of the beneficial 
fall we ha.ve failed to discoverat what precise point, if at all, the advocates of this view 
wonld hold that the alleged advantage of a Falling exchange ceases." 

Then, I would give you the reference in my book Oil Indian Finance and BanIting 
(Me.cmillan & Co.l--page 149-{)n the stimulus of a falling excbange, where'you see the 
points at issue. The point seems to be this. Those people who argue that the cultivator 
or others would get 121 per cent. less assume that the price is fixed. It all seems to me 
to be like the oase of the Saba.rmati river-if people were to say that the whole of the 
volume of water which runs down the Sabarmati river was governed by the amount of 
the tide at the mouth of the river which is notoriously not a fact. It is very important 
to take this matter and thrash it out in vi~w of the bet that some people do not really
appreciate the big economic forces at work. 14,arshall says, in one place, that you mllY 
as well have the rate of exchange put in an envelope. If a man exported his jute to 
London and then brought it back in the shape of a bale of calico and made a profit, the' 
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ro.te of excho.n!!e mo.y be in a sE'o.led e~velope. If you are an employer you will get 
more but you have to look to far more Important factors, the question of the effect on 
capita.l and ala\' you must look into the q ueFItion of those fa.ctors which affect the price 
of India's exports, such as j ute, cotton and other things. That is one r..spect of the 
subject. A~ rego.rds the 18. 6a. exchange I have looked into the question. You find 
now that the Indian prices are more or less, 1\8 the Commission rightly, I think; pointed 
out, stabilised at 18. (Jd. Then, tbe Commission in a very interesting way have 
pomted out the course of pri"eA in paragraph 1"5 of their repOl.ot-page 71. AL,o so far 
o.s the eftect on wages goes they of oourse point this out in paragro.ph 193. I will read 
the whole thing :-

.. The reduction of the exchange ro.te to 18. 4a. which the Chairmo.n of the Associo.tioll 
and mo.ny other witnesses advoco.ted, would at best provide a temporary o.lleviation 
only for so senous a maladjustment. The ultimate effect would merely be, by inHating 
the currency to the extent of 12l per cent. to pl'oduce a concea.led reduct,ionin wages of an 
equivalent percentage. Even if this would secure the desired equilibrium, which geems 
highly improbable, we do not regard it as sound policy to use the-1lurrency as a lever 
to reduce real wages. Any adjustment of wages thus brought about would be arbitrary 
in elj:tent, as well as temporary in charactl'r. Inflation is a dangerous expedient, which 
has often been ttdvocated, snd sometimes deliberately applied in other countries ior 
similar purposes, but it has always been found to carry nothing but evils in its train." 

And then, as already quoted, " tbe prosperity 0: an industry depends upon the soundness 
of its internal economy and its adapto.bility to changing conditions; any basic unsoundness 
in its economio oonditions co.nnot be ret,'tified by a mere cho.nge in the ratio of exchange." , 
And I find that my friend, Sir Victor Sassoon, when he went before the Currency Commis· 
sion on this question very modestly put the case of exohange from the millowners', lloint 
of view as follows. It will show that they do not really take exchange as a cause of 
depression as it is given now in your evidence. Before the Royal Commission on Indian 
Currency and Finance it was so.id as follows :- ' 

• On the 11th of Decembl"r,' said Mr: Hilton Young, • we had a memorandum from 
Mr. Maloney, the Secretary of the Jltillowners' Association, whioh sets forth in some 
detail the proposals and recommendatiolls of your Association, and I will procl"Cd, if, 
I msy, to ask )OU some questions to eluoidate the nature of your proposals and to asoertain 
the weight of emphasis whi('h you place upon them '. Then, Sir Victor Sassoonreplied 
and I think he is in the first rank as ragards his acquaintance with the mill industry in 
this couotry. He said, ' If I may interrupt for a moml'nt, Sir, what my Asso('iation 
have allowed me to say in coIning before you is tha.t we do not pretend to be experts in 
currency. We obviously view tbe matter from a rather domestill point of vit<w. But at 
the same time certain members of the Committee thought that they would like to amplify 
if you notice, what we call ' Bugges.ions -, ; but really what we wish to emphasise is what 
affeots us more clydy, that is to say the effect of au appreciated rupee to, day and the 
effeoll of a gold currency. 'I'hat is what affects us m»re cl0gely. The rest'are mere 
suggestions and I do not suppose I shall be abie to give you "pinions which would rank 
aR weighty as those of the experts you have had before you. '1 should natur~lly suppose,' 
the Presidl'nt said, • it would be 1\ misapprehension to conclude from what,You have 
said that your proposals refl".r only to the interest.' of the Millownl"rs' As.,ociation; 
I should rather suppose that your proposals are put forward on grounds of general public 
intel'(lst.'~ The reply was, co on the ground of genel'al publio interest, certai.nly, Sir. 
But at the same time shall we say mqre from the businessman's knowledgo rather than 
from a currenoy expert's knowiedge. I mean we have certain views which you may call 
cOIl1lIlonsense views held by busilless people, but certainly my knowledge as to the detailll 
of some of the~e techniual questions is by no meaoo extensive and I should not p'erhaps 
be in a position to reVly as to oertain causes and effects if it concerned the more highly 
technioal part of the Currenoy Commission's question." I think what they really 
meant W&li, as I said before, they brought in a question which no economist to-day 
would disputs-this is a simple arithm"ticai qupstion-if exchange depreciates froll!. 
I,. 6a. to I,. 4d. the person doing business will get more gain which may convert his losses 
into a profit. Bllt undoubtedly you h&ve to look to these bigger questions which are 
mentioned hy the Gold and Silver Commission and you have to get belUnd thosb fa.ctors. 

So collbidering aii these things I do n"t think from the 'point of view of depression y"ou 
onn take 1". 6d. rupe-e as a cause, as a permanent cause of the depression in the industry, 
although 1\8. I 89.y in the short period a depreoiating currency is very good sometimes 
to the esporter and that it oonverts losses into profits. I must apologise for going into 
the question at such length. 

Q. A dapreoiating exohane.e gives the ell\ployers .. tell\porary a({vantage at the Ilxl'ens9 
of the employees! .' , , , .. 

A. Necessarily. 
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Q. I take iHhat an appreciatingexchauge shall .. e se.:r-givea the emplo:yees a temporary 
advantage at the upense of the employer' . 

A. Y ..... 
Q. And that I take it is the reason why the index figure of the W&gtllt of the D'ill hands 

in Bombay is out of reIL tion to the index nODJ ber of tbe C(loJt of living! 
A. Sir, if T may say 10, I ba.ve b<>en away, a.~ you are aware on stndy leave and I have 

not Beau how these figures, .the reoent figures which have been.-put forward by the aili. 
ownera have been caloulaW. According to the Currency Commission's report (puragraph 
19JI for 1914itial00, but speaking from memory your calculations •••••• 

Q. For 1910 it is taken 68 100 in the MillowneTs' stat~Dlent. 
A. There is no difference on the main point at issue, that thyOllt of living has not 

increased allI'llch 68 the inorease in wages, aI the Cw-rency (,ommission pointed out, and 
they asked the Fiuanl'e Member about this. l'he Finance 1Ilem ber, who is very discreet 
in these matters, said on tht- 7th January 1926 in reply to qUE'.stions :-

II Q. Now, turning to Bonlbay, taking the prewar index figure at. 100 we have been 
told th .. t to.day'Blevel is 231; that is to say there has been an increase in wages of 131 
ver cent," The answer \rBII :-" What is the increase in the cost of living f" Flom 100 to . 
153, was the reply. Theil Sir Basil said .. It looks h~re as i(the wageea.rner in tbat case 
had dealt with less clever elJlployeu than on this side of Indi"," The next question was:
.. But taking your own suggestion that there must be an increase in the standard of living. 
"par' from 'he incrcasAd cost of Jiving, ""hat will you say, k~E'ping in view the difference 
oot'VeeD coat of liviug to.day in Bom bay and the inerease of wagbS in Bombay, the cost 
of living having gone up by 53 and the wages having gone up by 131 per cellt.' Sir 
Basil s';d" if tbis is really the fact it seell's to me that the probability is that the Bombay 
miUowners are paying an unnecessarily high \vage, but' I must confess the statistics that 
I hav" had do not suggest to me thai; there has been any applE'ciable increBl'e in the 
real wago of the Bombay mill h .. nd from 19U to the FreMent day". The next question 
was .. tbe figure I Am giving you is the figure that was ~iven in evidence on behalf of tho 
!lfillown~rs"Ato.ociation in Bombay hy Sir Victor Sas800n." The answer was :-" I had 
figures which ultimately CAme from the LabfJur Office which suggested that the increase 
in the real wage ofthe Bombay mill hand at the time, in September 1925, .. hen the strike 
first broke out was at most 11 peT cent., so that a reduction (If III per cent. in wage 
practically brou,!ht him back to the real wage of prewar days". And if you look into 
the qu~"tion, yo.) would have to tAke the increase in wages of the Bombay worker from 
1890 right up to date and see whether the JDovemont of wages was~ as the Currency 
Commi.aion pointed out, lagging as compared with prices and not rising really. 1 have 
snbmitted a statement to the Tariff Board taken from Mr. Dutt's Prices Enquiry 
Committee's Report of whioh Committee I was a member and you ",i11see the rate of 
money wages given in Volume 3 olthe Prices Enquiry Report. They are given for II\!och 
place and each part of India. . 

Q. Those figures show that theTe was no real inclE'ase f In fact there was" drop in 
real wages between 1880 and ]912? 

A. Yes. 
Q. That only oarries us to 1912, I thiuk f 
A. Yes. 
Q. I wanted the incrt'ase in wages in Bombay in 1913. 
A. In the I"8port of the Prices Enqdry Con>mittee we gave the money wages in the 

first p~ and the-n we gave the real wages, and then you will get the actual wages 
in rupees and the index nUlI'btoTs. 

Q. What figUn-s wa9 Sir Basil Blackett referriag to in that quotation ! I take it he ' 
was referring to the 192!l figures f .-

A. I think he Wal referring to the wage census, the last wage ceusus, thl. cost of living 
index-bllt I was on study leave and I cannot say for cortain. 

Q. What is your gonerd view of the subject! Are you inclinod to think thore is or 
there is not. such .. maladjustment as these figures seem to show! 
. A. I thin!l: there is fOI the short period but you have to study the movemellt of the 
wages curve over a longer, period before reaching a .definite conclusion. . . 

Q. Y Oil consider that wagE's in Bombay have not gone down in proportion to the fall in 
the oost of living! . . .-

A. Wages in Bombay are higher than the cost of living increase from ]914. 
Q: The question arises then whether they are really higher·than the industry ~an bea-r 

in tho present condition! 
A. I have been looking at .. statement in the report of the Royal Commission onlndian 

Currency and Finance which gives the scale-page 363 of \'olome 2~ . . ., 

)JO:l'~2-U 
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Q. I do not quite know what is the point you are trYi~g to prove, Mr. Shirra.s ? ' 
A. I am pointing out that skilled labour has risen all over the Presidency very consider

ably and the rates are not far different in textiles. H you take the wage of a man in 
Ahmedabad, in the last census it is 162 and in Bombay it is 172. I am not absolutely 
certain how far we can use those figures in skmed labour. I will have it looked into. I 
will look into the question to see firstly what is the rate of skilled labour in the Presidency 
as compared with mill labour and what the rise has been. That has to be taken into 
consideration. Then the increase in the cost of production. When I was Director 
of the Labour Office, including the raw lDR~rial, wages were between 12 and 18 per cent. 
I have got statistics of mills in the Central Provinces where the percentage of the cost was 
less. If you exclude the raw material the percentage may be 30 or above ..•. 

Pre8ident.-Well, a~c~rding to the figures we have got here from the Millowners' 
Association, the cost works out to about 20 per cent. The cost of the labour is about 20 
per cent. of the whole, including the r .. w material. 

A. Individual mills work out from 12 to 20. I think the figure is more or . less 
correct. -

Q. To get back to your original point, before we go further: do I understand you to 
hole! that there is no maladjustment between real wages and the cost of livin!!:? I under
stand from page 75 of the Currency Commission Report there is some maladjustment. 

A. That is so, but not over long periods. , 

Q. Then the question arises whether it is right to use protection as a lever to maintain 
an uneconomic rate of wage in Bombay. Does it amount to that? H there is this mal
adjuRtment, does it not mean that the rate of wages in Bombay is uneconomic, and that 
therefore the imposition of a protective duty would be the means of maintaining the 
uneconomic rate of wages in Bombay' What I should like to know is whether you 
consider that .. any basic unsoundness in its economic conditions cannot be rectified 
by a mere change in the ratio of exchange" , 

A. The statement is true. 
Q. It is a very important question. 
A. It is. 

Raia Hart Ki~han Kalll.-Are you inclined to think that the wages are at a piteh that 
could be justified otherwise' 

A. I think so. Thel't'i- no getting away from the fact thatIa bour in Bombay, compared 
even with Ahmedabad, is not po very regular in attendance. For example, a8 compared 
with other countries, of course, the efficiency is very low indeed. That of course is due 
to many factors such as housing, a low level of education and that sort of thing, 

Pre.,idenl.-'l'he next question on which I want your views, Mr. Shirras, is this. You 
state in your note for us that you consider that the upcountry mills are in appreciably 
more favourable oondition than the Bombay mills. . 

A. 1 pllt forward the statement showing the dividends and financial position from the 
Investors Year Book, 1926. . 

Q. The inferencE' drawn from that is that the present depression is confined chiefly to 
the Bombay Cit,y , . ' 

A. It is intensified there. But there again you get differences between mill and 
mill. 

Q. Assuming that the protective duty which you BUppOrt were imposed, how far are 
we justifil'd in imposing a protective duty in the interest~ of Bombaywhen half the cot,ton 
textile industry is, acoording to your own showing, much less in need of it y , 

A. Might I draw your attention to those figures' The figures are lower in the other 
mills too. 

Q. I know. The application for protection is primarily from Bombay and it has been 
supported by Ahmedabad. But it is clear that Ahmedaba:d W:0uld not h~vc asked ~or 
protection if Bombay had not. And there has been no applIcatIOn for speOlal protection 
from the upoountry mills. In these circumstances, the point on which I wanted your 
views was how far you consider, from your knowledge of Bombay especially, and of ~e 
industry as a whole, that the Board would be justificd in reoommending a protection 
which, to 8ay the least, is not 80 neoessary in the case of upcountry mills liS in the case 
of Bombay. . 

A. It wi.lI help theupr.ountry mills too. For example. YOll get in the industry in 
Ahmedabad, for example, clltering for the market on fancies. There is a mill on double 
shift going for goods of higher counts Ilnd also there is another mill which is spinning 
about 60s to 80s in Ahmedabad to-day. 
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Q. My point is t1u.t granted, as you eay, protectlon would helD the upcountry mills 
more than it would the Bombay mills, then does not that maintain Bombay in its relative 
inequality with the upcountry mills , 

A. There is another importantfactor to be iticluded and that is the question of internal 
economy in the Bombay mills, of waste to be eliminated, and that question has to be 
looked into. That is one of the remedies whioh the industry has m its own hands. 

Q. Yes. Is not that as effective a remedy against external competitio!l as it is against 
internal competition' Should it not be , . 

A. It is aremedY undoubtedly. . 
Q. I think you mentioned just now, .Mr. Shirras, that you would like to say something 

of the comparative efficienoyof the Japanese and Iudian labour. 
A. I have given in my note suoh statistioal data as exist. I have been unable to get, 

I think One ought to admit it frankly, the cost of production in Japanese mills, but I 
have been able to collect some data. . 

Q. Iu the American Tariff Commission's report we have some data. 
A. Yes. The American Tariff Board publishes some very good pUblications. But 

there is one point. Wages in Japan have increased by an appreciable amount during 
the last few years. As regards wages, you see that wages in Japan for a spinning depart
ment in the prewar year was 0-12·3, reducing it at 1~. 91l. to the yen. This is from the 
Labour Gazelle. I assume that all the figures in the table are converted into rupees 
at lB. 9<1. Of course one factor which makes for efficiency in Japan-a. factor making 
for efficiency in all countries--is education, and in Japan I think nearly 100 per cent. 
of sohool.going age are at school. There are many at continuation night schools. So 
education is very much more widespread in Japan than it is among the textile workers 
in this oountry and eduoation, housing and food supply are the factors which affect very 

, materially the health and strength of the population. So there are signs of greater output 
per worker than there would be in this oountry. I think the number of spindles has also 
to be examined. . 

Q. We are doing something in that line. 
A. But it is extraordinarily difficult to get any figure like the percentage of relative 

cost, but my third memorandum will give the available data. 
Q. There is one rather important question I should like to go into with regard to labour. 

That is absenteeism. According to the Bombay Millowners' replies to our questionnaire, 
they say, aocording to the Labour Gazette, absenteeism for the month of June 1926 was, 
in Bumbay n·13 per cent., in Ahmedabad 2·54 per oent. and in Sholapur 15· 5 per cent. 
There is a remarkable difference. But the difference would seem to be nothing like as 
great as would appear from those figures, the reason being this.· As we understand 
it, in Ahmedabad when a man is away, & Rubstitute is immediately taken on the books 
and given a plaoe in the register and the original man is not counted as absent, whereas 
in Bombay the man is counted as absent and the absenteeism is worked out on that basis. 
It a bvious!y makes a vast difference. 

A. Would you look at the last report of Wages and Hours of Labour in the Cotton 
Mill Iudustry, page 7, in regard to absenteeism, paragraph 21 ? 

• It must also be remembered that oorrect returns of absenteeism are oonsiderably 
affected by the question of substitution, especially in regard to the weavers; When a 
weaver is absent, he may either ask the operative in charge of the looms next to his to 
look after his looms or he may send a substitute. Iu most mills no record is maintained 
for such substitutes' (that applies to Bombay)' and the amount of piecework earnings· 
on the output from the looms assigned to the worker who is absent is paid to the worker 
whose name is entered on the pay roll irrespective of the fact whether the looms were 
tended by suoh worker throughout the month or not. Iu such oases no absenteeism is 
shown. On the other hand real absenteeism is not so high in the weaving department as 
in any other. The figures of absenteeism given in the Labour Gazette as regards Ahmed
abad appear to be, on the whole, on the same basis. These workers have a greater 
absenteeism than the Bombay workers. Iu Bombay, most of the work people want to go 
off to their land, mostly on the Ratnagiri side. Secondly, the conditions of housing 
and the general oity conditions iLre different from what they are in Ahmedabad. On 
the other hand, you have got workers who are local people and they seem to be mill workers 
more than agrioultural workers than is the case in Bombay. They get a bonus here • 
. They are keener in Ahmedabad on getting a small bonus for regular attendance. Iu 
oertain departments they obtain a bonus of 8 anD&S for attendance and 8 annas for produc
tion lind this includes winding.· There is thusa difference in the Ahmedabad mills vis luiB 
the Bombay mills. But if you look at the result of this wage cenSUS where you have got 
the detailed figures; you find that ill Ahmedabad absenteeism is less thall in 130I)lbay 
City (page 8, Table II). 

jIlO T 422--244 
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Q. There is this fapt that these figure.q are for oile month only. . 
A. If I were You,.1 should t·alfe these figures for this census as being the best available. 
Q. You say that these figures were recorded on exactly the same basis! 
A. ThE' figure~ in the C(lnSIlS we have got from every mill, ~nd the) were mo!'e representa

tive and very-carefully checked. 
Mr. 8ubba ,Rao.-Which census t 
A. The Wal!e Censu.· of 1923. For example, if YOIl take absenteeism for Ahmedabad 

in t,he .89ome month as thi- independent of t.he wage census you would find that it was 
bll.Sed on 20 mills and uJlto the 15th of tht! month, not for the total devs in that month. 
Absenteeism is erlraordinarily <lifficult to gE't at for re/IAOI1ll stabed and I should take the 
figures given in the Cellllu~ and YOll will !ind that the Ahmedabad figurE'S for absence 
is less than for Bombay ('!i.ty and Sholapur. You notice too that the l-ercentage for 
women in Bombay in the month W8J' as high as 16. . 

Presidenl.-What the Millowners' Association told liB wa..q that if a weaVflr is absent 
and another man tokbs hi~ place, he i3 callod 1\ budli. In tha millstatt.m"nt the origillal 
ma.n is Lot sROwn I\b present but for the Labo·ur Gazette pllrposes it is shown that 
the man is present all alollg. They alao say that they employ 111 to 12 per cent. more 
hands than tlley reo.lly need because of the absenteeism. What I want to get at is how 
they work Ollt their absentel'ism. . . 

A. I have ba~n away from the Labour Offioe for some time. Bllt you (lan surely find 
out now the nnmber of mills from which they are getting returns and get the ori"inal 
8tatemtlnt which they send to tlte T ..... hour Offioe and then when you got thaL you c"ould 
ta,ke :lond inspect fi to 10 p .. r cent. of them and \'erify and see how far they arl' correot. 

Q. I propose to examine the DirE'ct01" of In!ormation and rabonr Intelli)!ence on the 
point. 1 think you say you are oonvinced that the absenteeism for Bombay and 
Ahmedabad was cdJ.culated in the same way. The basis in th" two' places seems to be 
80mewhat different. -

A. 1 think. iu Ahmedabad. we did Jt.ot have certa.inly for the month of August 1923 
a complete list of mills. We had only 211 mills and the fign.res are up to the 15th I 
think. The w'l.ge census figures for reasons stated in tbe Report are y;nore complete 
than those of the Labour Gaulle. I ShOllld prefer to tako the wage .cen._us. 
_ Mr. S"bb'.l R"o.-Yoll say YOIl took ouly 20 mills for the Lrbou.r Gazette for August 
192:.1 ? The elata to whioh this corresponds, so far as Ahmedabad goes, refers only to 20 
mills and they are upto the 1,'lth of the month. . 

Q. And that limit has been kept up a,fterwards , , 
A. No. They werA trying to ~et more mills whIm I went on leave in 1924. 
Q. My diffioulty is with regard to this osnsus and the later one. Here you get 13 

percent. wtdso on. Wo have been getting for several months 2'7. 3'1 and ~o on, 
BuglltlStinq a great change in the movement of labour or some ohlollge in the basis of 
calo-ulatitm. . 
. A. I should say that tht' figureR for Ahmedabad are probably not so complete as those 
for Bombay and I suggest your keeping to the complete figures ~ven in the last Wage 
c..nslls for 1923. But the Direotor of Iufo...mation and Labour Intelligenoe will be ahle 
to give you further information on tha.t. The seoond point is that labOlJJ: in Ahmedabad 
is more local than in Bombay, and it is not so unsteady. For examl'le. before the rains 
when all the CO&l'ltai steamoml in Ratnagiri move, if YOIl go by them you willseB how many 
art' off to their villages. But labOlu is far more steady here and I am oredibly mforwed 
here tbat you do not get ba,d atteudanC'e after pay day as you get in Bombay. .In Bombay 
after the montbly wages al'e paid, abst"nt,.,eism goes up at once. H .. re wage~ a1'f> paid 
forl.nightly. ThtlrE' you see the figure for August 1023 f'lr all work people is.U·2 for the 
City of Bombay, 11 '6 for Sholapur and S'7 for Ahmedabad. 

Raja Bar, Ki8hall K'lul.-¥ou think that "'\Jresents the correct state of affairs! 
A.' J think it is not far wrong-the August 1923 figure; but the figures art' all high. 
~r. Subba Rao.-Have you any figures for the relative wages of the. weavers and 

spinnerd in England' 
A. I have. 
Q. Is it true that spinners were getting muoh more than weavers t I wanted to 

make sure whether it was for'l'ing spinners and not for mule spinners. . 
A. Weavers do not gilt mOl'8than the mulespinlJ.t'rS ...... 
PruidtnC.-.4.re they hoth paid by pitlCewl'rk in I..ancashire , . . ' 
A. No. You get tho exact figures for eatlh oooupation in tile Report of the Board of 

Tra.l.e-C.D. 4545. 
Mr •• <:/ubba Rao.-·I should like to gil from wages to the other question abollt import 

d\ltiea. So I shall start with the point I.bout wages. This is the prelklllt ~osit'ion in the 
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cotton textile industry, 8pecially in Bomhay, that cost<! have risen very high in· recent 
Ye&nl, and the millownere contend that the wage~ bill forD!S a vt'ry large proportion of 
the total ooate. H you want to obtain the normal profits, either the costs must ~ome down 
or you ~ust devise 80me mathod of raising the priee. That ill the only alternative I\Ild 
they conwnd that the only element in the coate which ie capable of any reductiou would 
be wagee, the wage hill. Now, I think it was brought out in evidence so far that the 

· wage8 although they are high are not very high in relation to the increased cost of living. 
· Is that. your opinion f 

A. Yes, the figures, 1\8 I8ay speaking from memory, are that wages have now 
increased !l6 per cent. wherel\8 the cost of living has increased between 50 and 60. 

Q. Was the basic wage a really deceut one f 
A. No. You get a great d"al cfinformation from my Report on Working Class Family 

Budgets, and I should like to draw th'3 Board', attention to the results of the analysie 
of my family budget by medical mp.n to find out whether th .. worker was getting the 
proper food, because he is just like a steam engine. F .. ed the engine with better coal 
and you get hetter results. And here tbcy pointed out that the diet was wanting in 
certain r8sper.ts. They discussed the qu('stion of rice as a diet and s.lso the gener .. 1 
tendency for the work"r to curtail his expenditure. They aIso referred to th,' expenditure 
on food and also the lack in fats. That you will find in the Labour Gazette for Ai'ri1 
19211. 

Q. So, that hear8 out the impression that the present high wages although they are 
arithmetically high are not by any means too high for the sustenance of labour a. an 
efficient facw of productioll f . 

A. I entirely con"ur. 

Q. You alao 8ugg .. .st that th .. (lotton milllabo~r ie by no means g .. tting a ve';y high 
wBge in comparison with the wag"s of sl,illed labour in the Bombay Presidency? 

A. That is the conclusion from this statement which was p,,-epared by the Labour 
Office and furnished to the Indian Currency Commission. 

Q. Then, would not the conclusion follow that a cut in wages is neither feasible nor 
desirable 1 

A. It is not desirable. 

Q. If that be so, and if you start with the first position that at the present price the 
costs are too high to yield a pront, the only alternative would be a rise in prices or such 
a large inc~ase in production as will distribute the overheads over a larger volume 
of production, thereby enabling ,the goods to be sold at a low price? 

A. You are assuming that you cannot make other reductions by better 
organisation: -... 

Q. Quite,so. We will come to that. On that supposition, that other econolPies are 
not possible, the biggest item which can be cut, it is suggested, is the wage bill. 

A. Y ps, that apl!lks to .. n cotton mills. 
Q. If other economies are not sufficient to reduce the cost to the level of the present 

price and if wages cannot be cat into, the only alternative would be a rise in price t 
A. Yes. . 

Q. TherefOl·o we will just put on one side the other possibility wIllch, I agt'ee; ie the· 
more economical one. .But I('t us take the more obvious way of making thE' two reach 
parity. A rise in price could keep in touch with the present increase in cost. Now, that 
must.be the obviolls rt"~ult, or the d .. ~ired result of an import dut,y. H the import duties 
are to be levied I assume people who levy the duty vieualise a rise in price ag the necessary 
ooncomitant of the import duty! . 

A. In that article. 
Q. Yes. An import duty on cotton goods. An import duty on oloth made of yarn 

below 40s. We understand that th ... t kind of cloth cannot be sold as a rule at a pri~e 
that pavs the manufacturer. That ie the pres"nt position. At;suming the position is 
oorrect·:.we have not got as yet the costs of producti.>n, &.l.d we aLe merely going upol1 
the 08118 submitted to us by the MilloWQerR that at the present pricJS they c.mnot make 
both ends meet, at least on that hypothesie, if no cut in wa.ges is pOMsible, or if no other 
economies are possible, you must put IIp prices by some ,device. To the extent therefore 

• the import dutieR do not bring about that consummation, they fail in their purpose; and 
if they bring about a rise in price, what is the elIect, as the President asked, on l'onsump
tion f A rise in pric" as a rule leads to diminution in consumptiun except when YOIl are 
considering the bare minimum. There ie even now a considerable margin between that 
minimum and the present consumption of a.bout 11'5 yards per head. Therefore a.uy 
me in pris88 which must take place to enable the industry to make the 'cost equal to the 
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price will aflect the amount of consumption and every fall in consumption will meal 
diminished output? '" 

A. Yes, we are, of course, assuming at the moment that " in other things" there are 
no economies flossible. , 

Q. Quite so. That is a different matter. They are say~ that it is not possible and 
they suggest this import duty as the only alterhative/'I'herefore I suggest tha,t the 
remedy proposed will not meet the present situation! . 

A. Exactly. 

Q. Unless, o.S the President said, the duty W&2 very high, th'" prices were high ILnd they 
were able to make both ends meet in spite of diminished sRles. That is assuining a very 
big import duty. But if you put a small dut.y, either there will bl> no increase in priCE 
which means they cannot make both ends meet, or you put up prices and the people, thE 
poorer people, will buy less, aqd you are more or less in the same position a.~ before. 
When you diminish your outpnt on account of reduced demand you put up 'your cost, 
and this new cost may be higher than the new price and the cycle begins once more and 
you demand mo~e import dutie3. 

A. Theoretically you are correct, but I am going to deal with this in my Memorandum 
(Memorandum III). You are assuming in that that internal economies cannot be effected 

Q. They have heen effected to the maximum capacity. That is what we are told. 
President.--If you have your import duty, what incentive is there to effect anv furthe] 

internal eoonomies, especially when the statement is made that all internal economie, 
possible have already been effected under the stress of the d(,pre~sion ! 

A. If you will &!low me, my answer to that is this. How is it that the trade depressiOl 
is not felt equally by all the mills in Bombay,! The factor of so-called depression is I 

temporary negative economy so to say •• Why is there such. discrepancy between mill all( 
mill! 

Mr. Subba Rao.-So some mills have been able to effect economies or produce at suel 
low cost a.s is equ&! to or less than the current price? 

A. Some mills have been losing and others have been losing very much more. 
Q. In fairness we must put this also, that those mills which are doing well or declarec 

dividends are said to hlLViS reduced their costs because of their reserves, the interest thel 
obtain from their investments. ThRt must be noted. 

A. It must; and then, of course, you go one step further and you go into the q ueRtiOl 
of depreciation and whether the methods of keeping the depreciation fund have beel 
sound, financially sound, and other economies of the business. . And t.hat is what at th, 
beginninll of this disoussion we made quite olear, that we were assuming for the momen' 
that the intern&! eoonomies were fully realised. 

Q. I am trying to work out the case of the other side. l'hemillowners say they havo 
made all the eoonomies-possible, and now they want to proceed further, but they fin! 
they are helpless. I wanted to take the remedy you suggest and try to ascertain t( 
what extent it would give them the relief they want, and which they lI&y they cannol 
obtain in any other mannd!'. I suggest the relief will not come under the given 
assumptions .-.•.•• 

A. Of course, the millowners will have the market for the lower counts to a greater 
degree than they have at present Ilnd therefore having a freer market their turnover will 
be greater. . 

Q. In otber words, the supposition is that a oonsiderable 'part of the loe&! market 
is now sl1-pplied by foreign imports t 

A. That is 80. 

Q. Is that a fact! Because the loo&! produotion of cloth wa9 about 1970 million yards 
in 1924-25 n.nd the Japanese imports of cloth were 150 million yards in 1924-25 and 215 
million yards in 1925-26. Assuming &!l that oloth iq ooarser stuff, is there much possibility 
of an extension of the market for the coal'\ler counts! It is after all a Bm&!l proportion 
of the present output. So you oannot suggest there will be muoh room for expansion of 
t.he market for Indian mill oloth merely beoause you keep out the cloth that competes 
from abroad! 

A. Is not the millowners' point rather this, if you exclude the Japanese or It&!ian 
imports, the effeot will be far greater than 9hown as an increase in price! The effect will 
be ahutting out that part of the supply which will go over to them and benefit. them! 

A. But you must translate that fact effeotively in terms of price 'or in terms of develop •. 
ment. It means. I. suppose, from one point of view that their prioes are being cut into. 
In other words. it is a oase of what may be c&!led dumping. It would therefore be markpted 
at the present price or slightly above the present prioe. 

A. That is one possibility. 
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Q. A. one of them told us. what they fear is not so much the pre8flnt level of pnces 
continuing but its bf'ing uut into, being made even lower by further dumping. 

A. That ia another upect they bring out here, when they say that the extraordinary 
rise every year in Japanil88 imports which they view with dismay is a fBOt which ia of 
significance in the cotton mill industry of the ~ountry. If the Japanese iJnports go on 
incr~uing at the present rate, the cotton mill industry will find it.1elf in a bad way in 
five or six yearl time., 

Pruid"nI.-They are looking at it from the point of view solely of the increase in 
Japan ..... imports. The question will arise as to the relation between those and the British 
imports which have been going down. Is that not so f ])on't you think that they are 
looking too exciusi vely at the mere volum3 of the Japanese imports and not to the quality! 

A. I think they are, as you 1Ugge-st, emphasising the volume of t.he Japanese imports. 
Mr. SubbG Rao.-A alightly different point emerges at this stage. If you agree with 

them, it is the fear of a further increase of Japanese imports and not the question of 
the p......,ut imports it will merely mean they are dUlI!ping every time. 'At the present 
prie .... they can after all make both end.1 mtlet, but they are afraid that the .Tapane-se 
might import and sell them every time at prices that cut into the presHnt prices and there
by ruin them. So what they want would be not higher prices by means of import duties, 
but merely immunity from the present competition! • 

A. Yes. . 
Q. Which would make the case different. It would not be general import duties that 

they want, but a sort of ad hoe or a special anti-dumping duty, "\,!,hich is different! 
A. Safeguarding of Industries Act. On safeguarding lines. 

Q. That will meet the situation f 
A. !think in fairness to the millowners, they have both points in view, firstly the present 

high imports and secondly the possibility of future quantities being seriously great. 
'l'hen coming back to your internal economies about your raw material, futures and that 
sort of thing -is that done to an extent which gives the maximum economy at present f 

Q. We had both points presented to U8. The miIIowners said thpy are ob~&ining all 
pos.i1,le economies now. I do not think it is suggested at any st .. ge in their evidenee 
that tbere was any scope for furthHr economy. We suggested some organisation for 
purchase and for sale. 'J.'hey said it is a.bsolutely impossible, there ('ould be no organisa-
tion, that things were all right as they were. • 

A. ~'or example, you take .the position of a manufacturer at present. He buys the 
rl>\f m .. terial and he hM got his cloth and he has not sold that cloth. Well, if he can 
hpdge properly he s",,,es his mon .. y. I have heard of one case in Bombay last year where 
25lakhs of rupees or a very big sum would have been lost had-it not been for the fact that 
the managing agents sold futuretl and bought in the way they did. That is an example 
of the internal economy which we assumed when this discussion arose as being extant 
throughout the ind~try. -

Q. Can you sugg<,st any other internal economy? For example in your enquiries 
have you fouud eut that any mill organisation is what is called top heavy, and if so, \'I·ould 
th" COAt involved be a large proportion CJf the total expendit.ure ! 

A. Yes, but that is difficult often to say precisely. Of courso, that"ra.ises the whole 
question of economy in managing agencies. 

Q. We would like your vif"WS on that point. 
A. l'here again I may cdraw your attention to Sir Victor Sassoon's answer to t.he 

Curl'cmcy CommisHion-Questions 5008 and 5009. The President of the Commissioll 
asked if the Bombay lfillowners' _4.ssociation was an &Ssooiation of the owners of their 
mills. Sir Victor replied" The word' owners' is rather a misnomer. . We are more the 
managing agents of mills. It dl!.te~ from the time when most of the mills were· 
proprietary, but 1 don't suppose there is a single "'ltent now who owns the mill he 
manages." Then th .. qUe-.stioli was put to him if he could tell them what the typical 
work of the managing agents was to the industry. The reply was "shortly, the 
managing agent is a firm who takes the place of a whole-time servant usually styled 
the Managing Director at Home. 'I'he managing agent is not however a whole
time 'servant but acts for a number of companies as a rule be-.sides carrying on his 
own business·-generally that of a merchant. The practice dates frolJ!. the time 
when suitable men we-re very much sought after and has the additional couvenience 
of at any rate one partner beillg on the spot to carry on the work, \'I hile the other 
is on leave. But be.1ides carrying out the executive funct'ons of a managing director 
a firm of managing agents i91arl(ely responsible for arranging any finance required by 
the ooncerns they Dlanage and ~o do thi., have to pledge their own credit. This is 
probaLly their most valuable function to.day and the reason why they have not beolD 
superseded by whole-time managing directors." , 
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I!lo you Ree that is the point of view. In a time of depression \~ hen cr",dit was not 
sufficient millowneT~ werc able to finanee the mills. I think one result of the depression 
is that more ha..q fallen on the millowneT in the way of financing than it wa.q the practice 
hitherto. 

President.-MiJ.l agent' 
A. Yes. 
},[;.. RulJba Rao.-As between an import duty and any other form of State help, such 

as bounties or loans at no interest or a low ratt> of interest, which would you prefer ~ 
A. Ill1port duties; but one cannot without going into the subject at some lellgth be 

too dogmat.ica.l. • 
Q. Why' -
A. I shall dea.l with this at length in the mp.morandum. Bounties as you know aTe 

sometimes far from satisfactory. 
l'ruident.-Btounties will he extremely difficult to administer in the case of 337 

mills. • 

Mr. Subba Rao.-We will come to the question of administration later on iC nec~sa)'y, 
but just now I want to consider them as a ruatter of policy. Suppose you want to give 
proteQtion to the industry, which fOTm of State aid would mean le9s burden on the 
consumer and would safeguard his interests better 1 Academically which no you cO>lsider 
the safer remf'dy from the point of view of the State as a whole, o,sRuming you '\'I'ant to 
help the mill industry, assuming just now that the co.ts in spite of all possible econondes 
cannot be reduced and the present priCelO are too low. You have got the remedy rof the 
import duties fairly obvious. Then '\'I'e have bounties. 

A. l'he bounty versus the import duty has been referred t.o in the mEomoranna. 
Q. The bounty m",y be on output. 
A. Would yon differentiate between Bombay and elsewhere' 
Q. No, I am taking the Indian industry as one unit. There are difficulties as to the 

efficient unit and so on, I admit, but I am merely taking the principle-giving help to 
the industry in a direot manner as opposed to giving that help in a manner that l.y a 
change of conditions may be ooncealed. You know as a theorist how difficult it is to 
discover whether a duty has meant higher prices or not, and it is possible to argue that 
in spite of a duty prices are not higher bnt even lower beoause, for example, cotton may 
have gone down in price, therefore ootton goods have also fa.llen in price' 

A. Undoubtedly. . 
Q. Therefore I want to know your opinion on these alternative modes of gimg 

help. Which is more desirable, once you have made up youi mind to help, the most 
tangible and obvious mode as contrasted '\'lith help in a.nother manner where the help 
given might. be ooncealed by the operation of other changes. Other things are not 
equa.l. Whioh of these would you prefer, aq a matter of principle, apart from adminis
tration'r 

A. I prefer import duties fol' reasons stated in my ~emoranda, and emphasised by 
econolil.ists suoh as Gide on the drawback of bountie.q, 

Preeidenl.-I think there was a point to whioh you wanted to refer, with referenee to 
the Wa~hington Convention. 

A. The point is that the United State!! is not a ~Iem hcr of the Int.·rnational Labour 
Organisation, al.hrough of course the Washinrt>on Conference of 1919· was the first 
International Lahour Conference. 

Raja Hari KiBhan Kutll.-Vou propose a l'rotective duty on certain lines of cloth 
manufactured from eertain eounts. I have read your written memoranda very 
oarefully, but am I to presume that conditions exist which necf'ssitate protect.ion , 
- A. Yes. The grounds were large increase in imports of yarn and piecegoods. But 
there are so many factors to be taken into consideration that I do not wish to appear 
in any sense dogmatieal. It is a thing whioh l'I.quires very carofullooking into. The 
main underlying principles also deal with the question of safeguarding duties. 

Q. You remember that we want your opinion Bot n·erely from the tht:oreti('al point 
of view hut from the praetical point of vicwas applied to conditions now f'xistin;; in 
India. 

A. Yes, and specia.lly to the Indian mill indu.~try. 
Q. And 1001101 conditions aalar as they are known to you. 
A. It is not an easy.row to hoe. 
Q. If a duty is put on, you say tht>re is normally a riRe in prices' . . 
A. Tt may have that efif'ct and prices may be less. But if you I'ut l·n a safeguarding 

of industries duty, you will have to. be very careful and see that, you gt't the proper 
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valution and abo the proper COI'ta of prodnction for what are called representative 
mUla. These are mills which are enjoying the internal economies referred to this 
IllUming ed &Iso the esternal eoonomies. 

Q. But do you think that in tile case of" a safeguarding duty, prices would 
not rise at au.tJr would they rise even then f . 

A. Snppo80 cotton became the raw material and hecame very ('beap and yon Pllt on 
your duty. It might he that your pril'tl will not be higher than bef~re. But will other 
thipgs btl equal f 

Q. Other things being equal, prices would not rise If -we had ~rrely acountervaili~g 
duty to the extent of the difference between ~hll cost of productIOn here and the puce 
of imponed articles f Is foliat what yuu m~an ! 

A. Yes. 
Q. My question was intended to get yonr opinion as to whether the rise in prices, in 

the case of an additional import duty being put on, will be right up to the extent of tbe 
duty or something el .. e. Suppose an additional duty of 10 p"r cent. is put on. Would 
the pricea riie If) per cer.t. or wOllld they rise to a .maller ext.:nt 7 

A. It mayor may not he to the full extent of the duty. I deal with that in the 
Memoranda and in my" Scient'e of Pllblic Finance n. When a duty is plaet'd on a 
commodity ih price docs usually rise by the &m0\11lt of tha duty. But this iff not 
neeessBl'ily so snd not alw .. ys immediately. It will rise to the full amount only whE'r8 
tile commodity is produced under the conditions of constant returns and undu free 
competition this is to be expected. A rise in price may affect the demand. High wages 
and low prices may ooexist • 

. Q. Cau you sugges~ any rate at which the duty might be imposed, if it is imposed f 
A. It would be a duty whIch would be at ICSIIt equal to the diJfe .. ence between the 

import price, Il. i./. priOll, and the price of your representative mills in Bombay. 
Q. I think there WEore two proposals in your written stntePlent, one an import duty on 

certain variaties of cloth and the othl'r a duty equal to the 'difference between the cost 
of prod •• ction here and the price of the 'imported goods. ~rhese are two different things. 
• A. Y cs; it is like two sides to a coin. 

Q. 'If an import dutyis put on, you would measure it in the light of the costo! p~oduction 
and the price of the imported article! - _ _. 

A. Yes. 
Q. And you would take the average forsm months or for a year and for various Mticles ? 
A. Yes. The Government of India do look into the question in their tarill' valuations. 

It is a different matter of cO\ll'lle. .But you take the prices over a period. You may do 
i~ in that way or you may base your to.rilf on expE'nses of production in the main of 
represont,ative mills in the industry. The question is full of difficulties. If YUIl are 
going to take the OOllt of production what would .you fix as a rair return on the capital 
investad f -Would it be six or seven per cont. or would that be taken into consideration 
and what ",ould yon allow for depreciation! All these matters have to be thought out 
and you will find that in Bombay it is a very difficult test. 

Q. As regards depreciation, the opinion seems to be more or less uniform &sto theratcs' 
to bs allowed, lor spinning machintl!Y, we~ving machinery and so un. The rates debited_ 
to the income tax seem to be in the same position ·more or !ess. As regards return on 
capital, it is recogoused that 6 to 8 per cent. might be allowed. The diffieulty would really 
be in getting tbe average cost of production of the well managcd mills. Would it not Y 

A. Yes; forexaml'lp.,yonhavell!lmillsinBombay. 
Q. You woaId take only the well regulated mills r 
A. I would Lake the repregent~ti ve concerns • 

. Q. Woul<iyou take the representative concerns or the best mills , 
A. I take tile representlotive nills, those which·have got internal· economies and also 

those which h'l.\·e got estern..I economie.. on acp.ount of their being in that area. But my 
eXpE'rience as Director of the Labour Office is that Government figures, the figures which 
you URe largely in~hls enquiry, are figures compiled by GoverllIl'ent agency and it is 
extremely hard to get reliable statistics of costs.- I find it ll£.xt -to impossible. For 
example, I have been trying to get at the difference of ('osts betw.een Ahmedabad and 
Bornbay and the ~8sons fo.r th~.e differences and it is by no means an easy matter. I 
havespeut a long tUlle ovent. ISlnce I came here 1 have been trying to do it and am only· 
now getting a representative series of results. 

Q. We should be glad ii you could give us the results of your investigation. 
A. 1 always he~itate to put forward a ligure unless oue is absolutely certain of it. But 

I have some results her" which show that the Ahmedabad mills at present have got 
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Iilo you Ree that is the point of view. In a time of depression when credit was not 
sufficient millowner~ werc able to finan~e the mills. I think one result of the depression 
is that more haa fallen on the miIlowner in the way of financing than it was the practice 
hitherto. 

President.-Mi11 agent? 
A. Yes. _ 
Mr. RulJba Rao.-As between an import duty and any other form of State help, suCh 

n~ bounties or loans at no interest or a low ratE> of interest, which would you prefer! 
A. Import duties; but one cannot without going into the subject a·t some length be 

too dogmat.ical.· _ 
Q. Why' 
A. I shall deal with this at length in the mp.morac.dutn. Bounties as you know are 

sometimes far from satisfactory. 
l'reaident.-Bt.unties will be extremely difficult to administer in the case of 337 

milla. 

Mr. Subba Rao.-We will come to the question of administration later on i£ necessary, 
but just now 1 want to consider them as a matter of policy. Suppose yon want to give 
proteqtion to the industry, which form of State aid would mean less burden on the 
consumer and 'IIould safeguard his interests better! Academically which do you cOTlsider 
the safer remf'dy from the point of view of the State as a whole, asRuming you 'IIant to 
help thE' mill industry, assuming just now that the co.ts in spite of all possible econoruies 
--Dnot be reduced and the present prices are too low. You have got the remedy (,f the 

port duties fairly obvious. Then we have bounties. 
A. The bounty versus the import duty has been referred to in the memoranda. 
Q. The bounty m .. y be on output. 
A. Would you differentiate between Bombay and elsewhere' 
Q. No, 1 am taking the Indian industry 80S one unit. There are difficulties as to the 
icient unit and so on, I admit, but I am merely taking the principle-giving help to 
~ industry in a direct manner as opposed to giving that help in a manner that }'y a 
lIJlge of conditions may be concealed. You know as a theorist how difficult it is to 
1C0ver whether a dnty has meant higher prices or not, and it is possible to argue that 
spite of a duty prices are not higher but even lower bE'cause, for example, cotton may 
ve gone down in price, therefore cotton goods have also fallen in price' 
A. Undoubtedly. . 
Q. Therefore I want to know yoor opinion on these alternative modes of givir..g 
Ip. Which is more desirable, onoe you have made up your mind to help, the mORt 
~gible and obvious mode as contrasted "ith help in ar.other manner where the help 
ren might be ooncealE'd by the operation of other changes. Other things are not 
oal. Which of these would you prefer, aq a matter of principle, apart from adminis
Ltion t 
A. I prefer import duties for reasons stated in my memoranda and emphasised hy 
JDOmists such as Gide on the drawback of bount.ies. 
Preeidem.-I think there was a point to which you wanteJ to refE'r, with referen~e to 
e Wa~hington Convention. 
A. The point is that the United States is not a Mem bor of the Infrt·rnational Labour 
'ganisation, al.hough of course the Washinf100n Conference of 1919 was the first 
ternational Lahour Conference. 
Raja Har' Ki8han Kflul.-You propose a }lrote~tive duty on certain lines of cloth 
mufacturecl from certain ~ounts. I have read your \Vritten memoranda very 
refully, but am I to presume that conditions exist which necf'ssitate protection' 
A. Yes. The grounds were large increase in imports of yarn and piecegoods. But 
ere are so many factors to be taken into consideration that 1 do not wish to appear 
any sense dogmati~al. It is a thing whioh n.qnires very carcfullooking into. The 
~in underlying prinoiples also deal with the question of safeguarding duties. 
Q. You remember that we want your opinion Rot n·erely from ths thl>oretkal point 
view hut from the practical point of view as applied to conditions now ('xist.i~; in 
dia. 
A. Yes, and specially to the Indian mill industry. 
Q •• \nd 100 .. 1 oonditions aslar as they are known to you. 
A. It is not an easY.row to hoe. 
Q. If a duty is put on, you say thl're is normally 0. ri~e in prices! . . 
A. It may have that effect and prices may be less. But if you l,ut vn a safeguarding 
industries duty, you will have to.. be very careful and see that. you gt't the proppr 



377 

val1l&tiou aud also the proper CORts of. production for wha.t are ca.lled representa.tive 
mills. These aTe milia which are enjoying the intemo.l economies referred to this 
muming and also the e.nernaleconomies. 

Q. But do you think that in tile cue o{ a. sa.!egua.rding duty, prices would 
not rise at all-tlr .would they rise. even then 1 

A. Suppose cotton beca.me the ra.w ma.teria.1 and hecame very ('beap and you put on 
your duty. It might be that your price will not be higher tha.n before. But will other 
thipgs btl equal t -

Q. Other things being equal, prices would not rise if -we had m~rely a.countervailing 
duty to the extent of the difference between thll cost of production heTe and the pIice 
01 imported articles t Is that wha.t you m(;an Y 

A. Yes. 
Q. My question 'was intended to get your orinioll as to whether the rise in prices, in 

the case of a.n additiona.l import duty being put on, will be right up to the exttlnt of the 
duty or sometlling el.e. Suppose a.n a.dditional duty of 10 p"r cent. is put on. Would 
the prices riie If) per cent. or w",lid they rise to a. .ma.ller exknt ! 

A. It mayor may not be to the full extent of the duty. I dea.l with that in the 
Memoranda and in my .. Science of Public Finance". When a. du~y is pla~('d on a. 
commodity its price docs usna.lly rise by the amount 01 thfl duty. But .his is not 

'necessarily so and not a.lwlioys immedia.tely. It will rise to the full amount only whE're 
tl,e commodity is produced under tbe conditions of consta.ut retul'llB a.nd und~r free 
competition this is to be expected. A rise in price may affect the demand. High wages 
and low prices may coexist. . . 

. Q. Ca.n you suggest any rate a.t which the duty might be imposed, if it is imposed? 
A. It would be a. duty wh,ch would be a.t lca.st cqulll to thfl dilfe,ence between the 

import price, II. i.l. pri"", a.nd the price of your representa.tive mills in .Bombay. 
Q. I think there ware two proposals in your written stntePlent, one an import duty on 

oerta.in va.rieties of cloth a.nd the othE'r a. duty equal to tlie'dilfarence between the cost 
of prodl.ction here a.nd the price of the 'imported goods. These a.re two different tbings. 
. .A. Yes; it is like two sides to a. coin. 

Q. tfanimportdutyis put on, you wouldmeasureit in the light of the cost 01 production. 
and the price of the imported article! - . . 

A. Yes. 
Q. And you would ta.ke the a.verage for six months orfor a. year a.nd for various articles? 
A. Yes. The Government of India. do look into the question in thuir ta.riff valuations • 

. It is a. different ma.tter of COUrRe. .But you ta.ke the prices over a. period. You may do 
i~ in tna.t way or you may base your ta.rill on oXpE'nses of production in the IIIain of 
represent.a.tive mills in the industry. 'rhe question is full of difficulties. If yuu are 
going to ta.ke the oost of production wha.t would,you fix a.s a. fa.ir return on the capital 
investfld! ·Would it be six or seven per cent. or would tha.t be taken into consideration 
and wba.t ",ould YOll a.!low for depl'ecia.tion 1 All these ma.tters ha.ve to be thought out 
a.nd you will find tha.t in Bombay it is a. very difficult test. 

Q. As regards depreoia.tion, the opinion seems to be more or less uniform as to the rates 
to be a.lIowed,lor spinning machintll'Y, wea.ving ma.chiuery a.nd so un. The ra.tes d"bited, 
to the income tax seem to be in the sa.me position ·more or less. As regards return on 
capital, it is recognised tha.t 6 to 8 per eant. might be a.llowed. The difficulty would really 
be in gett,ing tbe average cost of production of the well managcd mills. Would it not Y 

A. Yes; lorexaml'lp.,yonhaveI!2milLlinBomba.y. 
Q. You woald take only the well regula.ted mills ~ 
A. I would ~a.ke the representa.ti ve ooncerns" 

. Q. WOllldyou take the representative concerns or the best mills Y 
A. I take the represent .. tive n ilia, those which'ha.ve got interna.l economies and aIso 

those ""hich hlJ.\·e got e.neru..1 economies on acp.ount of their being in that area.. But my 
txpprienoe a.s Director of the Labour Office is tha.t Government fignroo, the figures which 
you use Ia.rgely inJ;his enquiry, a.re figures compiled by Governlrent a.gency and it is 
extremely hard to get reliable sta.tistics of costs; I lind it nc.xt to impossible. For 
example, I ha.vo been trying to get a.t the diJlerence of costs between Ahmedaba.d and 
Bornna.y and the rea suns for those dilfereuces a.nd it is by no mea.ns an easy matter. I 
have speut a long time over it. I$ince I came here 1 ha.ve boen trying to do it and &Ill only' 
now getting a. representative series of results. . 

Q. We should be glad if you could give us tho results of your investiga.tion. 
A. I a.Iways he~itate to put forwa.rd a Jigure u.nIess one is absolutely certain of it. But 

I have some results her" which show that the Ahmedaba.d mills a.t present ha.ve got 
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something like aD anna and a half preierence over the cost of production in Bombay and 
the reasons of this of course I can sumD'arise briefly as due to the fact that although 
Bom bay has got an advantage over Ahmedabad in so fal' as she has got a vrry humid 
teJ1'perature amI she is near the port of export, still· Ahmedabad has got Bome important 
advantages. For example, her interest charges are lower than 'in ~'mba~ she has got 
labour .. hich is steady, and slightly cheaper. For exam pie, in Bombay city a man gets 
Rs. 1-7-2 and in ~medabad he gets Rs. 1-6-2. It is just a shade cheaper. 8holapnr 
has got it cheaper still. For example, a man gets Re_ 1 a day as compared with Re.I-6-2 
here and Rs. 1-7·2 in Bombay. There are those economies and of course, you have 
got cottou all round the centre of the industry. They say that the cotton whi~h is STun 
here for certain ciasRes of goods is slightly cheapt'r and the mhing ill also slightly chcaper. 
It is very difficult to arrive at a figure. I have put in a composite stBtement, confidentially, 
of costs of production, and you will see that to.day it would not be very far wrong if one 
took for spinning in Ahmedabad !!4s counts, something likc 31 annM and weaving 4, anna.q, 
that is, 71 aDnas per lb. The Bombay cost will probably be 4 anUM and:> all1il\8. But 
of course even in Ahmedabad tal;e a mill spinning good cotton and with new machinery. 
The 31 annas might go down to 2 annILq, or you may bave bought your macbinery at the 
top 01 the market. 

Q. There are so many other factors which affect the result. 
A. Yes. For example, water rates in Bombay come to Re. 1 per 1,000 gallon.q. Ther" 

again, rates and taxes are higher in Bombay. But as alrt"ady stated, on the other hand 
Bombay has got humidity and the cost of imported stores are less. But on the whole, 
yon find that at the prescnt timt it is something like 7' 5 to II annas a lb. 

Q. About the 18. 411. and 18. sa. exchange, I want to see if I understand you properly. 
You said that other things heing equal, 18. 4a. exchange should be an advantage to 
producers as cOIIlpared with 18. 6a. . 

A. What 1 meant to say was that to the exporter, to the manufacturer in the mill, a 
bounty does for a time occur rhen YOll get a falling exchange, otber things being cllual. 

Q. Then the prices in India are regulated by outiUde factors f 
A. Both by world and internal factors. 
Q. Ordinarily the prioos for world products are regulated by the outside prices. 
A. You take the jute crop. 
Q. That is a monopoly. But cotton and jute are important crops in India and the 

, prices are regulated by the outside markets. In those circumstances would the 
cultivator gain at 18. 44. as compared to 111.64. • ' 

A. What he wants-is a stable exchange. 
Q. Once the exch!lnge is stabilised there is no diffieulty. It is only for the transition 

poriod. What we are concerned with is only whether 18.6d. is going to affect the cotton 
trade adversely or not. That is the point. 

A. I think from what I said this morning the answer is in the negative. 
Q. He will not be affected r 
A. I have already dealt with the various considerations that have to be considered. 

Presidenl.-There is just one furthElr point I would like to put to you. I think you 
will agree that the present depression iD. the cotton industry in Bum bay presents all the 
features which are usual to the trade depres~ion. You have got your period of high 
prices, you have got orders for extension of machinery which are 1,laced at the top prices, 
machinery arriving when prioos have dropped, increased production as a consequence of 
in.qtalling more machinery coming in and beginning to operate when prices are at their 
lowest, and you have got generally lack of conlidence in tbe level of prices and so on--the 
features which are quite common to every cyole of depresqion. _ 

A. Yes. You have got also the biggest war that ever was known. The -population 
_, ofthoworldispoorer. I quite agree with what you say. Of course thedepressionaiter 

80 great a war was to be expected. But it was not even seen in most of the western 
countriu. 

Q .. Is there any reason to believe that a depression like this can be pePDlanent r - ' 
A. I think the ansWf'r, there again, is in the neg"tive. I think, all things considered 

we have got over the worst part of the dcrression. 

Q. Supposing protection were adopted as a remedy now, would you as an economist 
think that it is a guarantee against further df'pression r I think depression affects a 
oountry whether there is proteL-tion or not. Is protection any guarantee against occurrence 
offurther depression f 

_\. You ha\'e got the example of America. Several factors are very important. In 
1907-08 in America when i~ had no strong central banking ~ystem as you have to-day 
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you had a period of d&pression L..rgely due to Bpeclliation. But they had a protective 
tariff. 

Q. That being BO, would not a further dose of protection be asked for! If protection is 
now considered to he a remedy for this depression and if you get further depression, will 
not naturally the result be to ask for f,u1;her protection? • , 

A. It mayor may not be. 
Q. Why do you oOMider that sl,ee;al steps should be taken to meet the one iactor ? 
A. Becausel have been very much influenced, to speak perfectly franIJy, by the 

experience of protective duties in Germany and in other countries and I am of opinion 
that if the local producer, the mauufacturer, is baving bad time in pro9-uction owing to 
foreign COIII petition, hI' ought to() he assisted. 

Mr. Bubba ~o.-Did you· say owing to the force of circumstances special to() the 
country ? 

A. Uqdouhtedly, in the special circum.9tanccs of India. I think I am strongly infavou-r 
of a thorough enlluiry. 

Preaidenl.-Do you oonsider that on the grounds that you now pu ~ forward that there 
is any special reason to differentiate between thE: textile i:udustry and any otherilldustry ? 
Would not the ground that YOll put forward justify a gener&! inorell.se in customs duties 
,,11 round, a general protective policy? 

A. Not ne08ssarily. There are certain industries like the cotton industry in Bombay 
whioh feal tho blBBt of foreign competition mucb D'ore th:>n oth"... But in protection 
you have to g., very warily a.nd cautiously everyone admits. 

Q. We discussed this 1II,0rning the point whether wary protection is going to give the 
cotton industry immediate relief which it considers essential? 

A. Not necessarily immediate relief. But the ruillowners make it 'Illite clear what 
they l14eant by immediate relief. 

Q. I take it that this is what they want. They would like soae relief whi,·h would 
enahle thelIl, in the course of the next year to turn their 10ss88 into a moderate profit. 

A. I have got of oourse no right to speak for or against, bllt I do not t.hink the 
millowners probably urgo a tariff on Japanese goods merely for tho sake of s,,{pated 
Japauese labour and that the duuble shift in Japan gives her a very grea.t advantage. 

Q. What they have asked as you 1"ob&bly know is a total dllty of 17! prr cent. 
A. I have dealt with tariff rates in one of the memoranda. In deciding what form of 

protection, it any, must be given is no easy matter for<Jt)asona &!ready given m these 
memora:uda. Bomanv fact(>rshaveto becClDSidered. It is true that whenonc~indu"tries 
not possessing sufficient advantages have loeen established under protection high wages 
ean be obtained in these industfies only bv the continu:>noe of thepe duties. The wages 
question at bott.om is one of productivity: c' 
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Witness No. 81 

Mr. H. B. SHIVDASANI, AHMEDAI 

• Written Statement 

SECTION I 

tleneraZ 
13. A further fall in the priCI' of raw cotton would have a very beneficial effect on the 

prosperity of the industry, as it would very greatly stimulate t.he demand for cotton goods 
owing to tbe price being reduced. The cotton growers may be badly hit and may not 
he ahle fo increase their purcbasl's and may even reduce tbeir purchases. But only a 
small percl'ntage of the Indian population consists of cotton growers. On the whole 
demand would be greatly stimulated. 

10. I do not agree with thia view entirely though it contains some truth. Weaving 
of clothes to cover tbe body and to bide the shame is a neceRsity and the form or conven
ience of investment of savings will not greatly influence the expenditure on necessities 
like . clothing. 

12. As far as i know mills in Gujrat, i.e., mills situated at Ahmedabad, Broach and 
Viramgam, tbe depression in the cotton industry has only weeded out the ineffici('nt and 
badly and dishonestly managed mills. 'No good and WE'll managed mill has found itself 
in really serious difficulties. The deprE'ssion has brought matters to a head and has 
prevented the bad agents from continuing to carry on their concerns on unsound and 
ruinous lines. 

The following cotton mills of wbich tbe managing agents were 1IIes..'U'8. N aginlal, Manilal 
and Nanalal all three sons of Sbeth lIIasanlal Jeychand bave gone into liquidation:-

(1) The WhittIe Spinning and Manufacturing Co., Ltd. (in liquidation), sitnated at 
Uroach. 

(2) The Viramgam Spinning and ~fanufacturing Co., Ltd. (in liqnidation), situated 
at Viramgam. 

(3) The Viramgam Alfred Mills Co., Ltd. (in liquidation), situated at Viramgam.· 
(4) The Ahmedabad Swadeshi Spinning and Manufacturing Co., J.td. (in liI.!uida. 

tion), situated at Ahmedabad. 
(5) The Asarwa Mills Co., Ltd. (in liq~dation), situated at Ahmedabad. 
(6) The Surat Industrial :r.fills Co., J.td. (in liquidation), eituated at Surat. 
(7) The Kalol Kapadia Mills Co., Ltd. (in 'liquidation), situated at Kalol. 
The late managing agents of the above mills mixed up the funds of the different concern 

and in trying to save the worse concerns brought the better concerns also to ruin. They 
seem to have committed huge misappropriations and spE'nt money very freely to provide 
themselves with palatial residences and ot.her luxuries. At least one of them viz., 
Mr. Manilal is reputed to bave lost a good deal of money in speculation. In spite of good 
profits no provision seems to have been made to replace old mn.chines with new ones. 
The mills do not appear to have been well managed and they had to go into liquidation 
pot because of losses made in the regular business but because of the. dishonesty on the 
part of the agents. All the above mills have worked at. a loss in the year 1924. 

SEOTION n 

N aZure and extmt 0/ competition between imported gooM and thoae 0/ Indian manufacture 

19. It does not matter so milch what the qllantity of imported yarn of a pa.rticular 
count is, but what matters is the price at wbich it is sold. If yarn is o~ered at a. lower 
rate by a foreign competitor, it will make the traders nervous and will demoralise the 
producers. Further the percentage of these imports is likely to increase. 

SECTioN IV 

Mill management 

• .1). The managing agency system has got several distinct advant.agl'.8 and has worked 
surcessfuiiy for a number of yean. The chid dE'fect is t.hat the agency is ba.nded frolu 
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father to Bon and it has been so for a very long period. The enjoyment of the agency 
commission for a fairly long number of years, say thirty years, would be quite a sufficient 
inducement to enterprising business people to start new concerns. I am of opinion. that 
the managing a~fDcy system would work very well if the following condit.ionswereimposed. 
The period of the agency to be limited to thirty years. At the end of every thirty 
years a fresh agreement on fresh terms could be entered into. Similarly whenever 
the'son succeeda the father in the managing agency business the agency agreement should 
be open to reconsideration by the shareholders. The shareholders should further have 
the power to remove without compensation managing agents whose management is 
incom pJete. . 

With the above modifications the system of managing agents is best suited to the needs 
of this country. ' 

42. In Ahmedabad the common system of remuneration to managing agents is by 
commission on sales of cloth and yam. Though there is some justincation for it, inas· 
much as the agents receive remuneration for work done and services rendered and must 
therefore receive remuneration whether the milJs make a profit or not, it is preferable 
that managing agents should receive a commission on profits with a certain minimum. 
It is desirable that the managing agents should have a direct stake in the amount of profits 
earned by the mill, but they should at the same time be assured of a certain minimum 
remuneration. Moreover the shareholders would not grudge paying a fat commission 
on this basis of profits as that will ouly be when the mill makes a big profit. But if the 
commission is based on sales or production we get an anomalous situation. The agent's 
commission bears no relation to the profits and several times exceeds the profits, with 
the result that there is great heart-huming among the shareholders. 

SECTION VI 

C08t of Production 

(D. Overhead charges) 

87. The stocks of coj;ton mill stores and manufactured goods held by milJs are usually 
valued a~ -cost. Several milIa keep a secret reserve by valuing these at a nominal 
figure. As a rule the auditors do not make an independent valuation nor do they check 
the closing stock. It should be made obligatory on auditors to check stocks of all 
articles of the value of over rupees one thousand and to check the valuation as far as 
may be possible by looking at the purchase and sale prices of the various articles. 

88. In almost all mills in Ahmedabad there is no running audit but only an annual 
one. It is desirable to have a running audit. 
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Witness No. 81 

Mr. H. B. SHIVDASANI, AHMEDABAD 

Oral Evidenc_ recorded at Ahmedabad on the 15th September 1926 

Pre8i~ent.-I think your connection with the Cotton textile industry, Mr. Shivdasani, 
has been almost entirely in the capacity of liqnidator of certain mills ? 

A. More or less. ' 

Q. You have hot had any othel'connection with it y 
A. I just went to one mill for three months to get an insight into itS working. 
Q. Which one did you go to ? 
A. The Aryodaya Spinning and Manufacturing Company. 
Q. Mr. ChamanlaI's inill. 'Isn't it y 
A. Yes. 

Q., What is your impression Y You have heard a good deal about the condition of the 
Ahmedabad mills. What is your opinion as to the extent of the depression, if any, in 
Ahmedabad Y, • 

A. The depression is there. It is fairly serious.' It is felt more because it has come as 
a great contrast to the time ot boom we had. 

Q. To what do you consider the depression is due Y 
A. Partly to world factors and partly to conditions special to this country. 
Q. Which would you call world factors and which conditions special to India? 
A. The w:orId factora are the general unsettlement of the market everywhere, the 

disturbance of the ordinary channels of trade and then the loss of so milch wealth during 
the war, and the reduction in the purchasing power of the people in the world. 

Q. Which are the factors special to India Y 
A. Exchange policy and then .certain taxes-increased, municipal taxes; and in 

Bombay there is the tax ,of a rupee per bale. . 

Q. Those are small taxes, are they not Y The extent to which local taxes enter into 
the cost of produotion is not great Y 

A. Don't they say it is the last straw that breaks the oamel's baok? Four annas per 
bale for the Indian Central Cotton Committee and Re. 1 for the DeVelopment 
Department. 

Q. Four annas a bale is an infinitesimal sum ! 
A. If you take the total number of bales it will amount to an appreciable sum. I 

, Q. It is payable on all ootton ! ' 
A. Ittis not payable in foreign countries. , It is speoial to India. 

Q. The tax of four annas a bale! 
A. Yes. 

Q. It is oertainly a small amount and I do not think it need seriously be taken into 
consideration. 

A. There is the reduotion of the purchasing power in India also. That applies, to India 
also, the more so beoause the people in India are so poor that they are always living on . 
the v.erge of bankruptoy, if I may say BO. They are obliged to out down necessaries. 
They cannot out down food very much and this is the only thing which they can cut 
down. 

Q. How far do you oonsider bad management has contributed to the depression, if 
at all Y 

A. To a slight extent and only in the case of a few conoerns. The other concerns on 
the whole have built up good reserves. They have followed a conservative policy and 

-instead of distributing profits as dividends they have either tried to extend or replace 
machinery or to provide fu~ds as depreciation and other funds. 

Q. Are' you liquidating all the mills you mention! 
A. No; only Nos. I, 4 and 5, ' •• the Whittle Spinning and Manufacturing Co" 

,the Ahmedabad Swadeshi SpinnIng and Manufacturing Co., I'nd 1;he ~arwa 
MiIIs Co. 
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Q. I take it that, owing to the fact that you are liquidating these mills, you know 
exactly what their financial position is at the moment. ' 

A. Yea. As regards Nos. 4 and 5, No.4 baa been sold by the mortgagee in posses· 
lion and No.5 is being worked by the mortgagee 'then in possession. • 

Q. Doea that mean that you cease to have any connection with them? 
A. Yea, with the mills themselves. I am only looking to the accounts. 
Q. You do not know how they are doing at the moment 1 
A. I have got no first· hand knowledge. I have got first·hand knowledge only about 

the Whittle Spinning and Manufacturing Co. 
Q. You do not know whether they are working at a profit or not now 1 
A. I have got no first. hand knowledge. So far as I hear, I learn the purchaser of the 

Swadeshi Mill is keen on selling it because he is making a Joss. The Asarwa Mill is 
not making much profit. 

Q. Is it making a small profit! Is it making both ends meet! 
. A. Yea. 

Q. Judging from your deacription of what happened in the case of these mills, the 
mism&liM!ement that brought them into liquidation must have been going on for several 
years f 

A. Yes, it must have been going on for the previous three or four years. 
Q. Did the auditors not bring it to notice f ' 
A. The auditor seems to have ,been signing balance sheets without looking into them. 

I have learnt that he was not even checking their accounts. He was the auditor of all 
connected concerns. As a matter of fact in the Whittle Mill there was a debit in his 

. account a debit entry of Rs. 15,000 in respect of a bungalow purchased. After commence. 
ment of liquidation but before the winding up order that entry was reverSed. 

• Q. Are any steps ·being taken against the auditor as well as against the Managing 
Agent! 

A. Steps are being taken. 
Q. How ceuld you stop that sort of thing? I·take it the auditor had the required 

qualifications. There are qualifications prescribed for an auditor, are there not? 
A. Yes. The Looal Government has also the right to recognise auditors. 
Q. I presume he had the necessary qualifications! 
A. He had a certificate from the Local Government. The Local Government can 

give the certificate even to a person who has not passed any examination. It is 
discretionary. 

Q. How are you going to'stop that sort of thing happening? Are there any means by 
which it can be stopped '-

A. There should be liability under the law, criminal liability. 
Q. Can you really prevent it. You can only take action &£tel: the trouble has 

happened? ' 
A. The point is that the mill agents have complete control of a'majority of shares and 

they are able to put in their nominees both as Directors and as auditors. Whatever 
safeguards you provide in the Company Law would become ineffective fu these cases. 
The power could be given to nobody else except the Directors and auditors. What can 
be done is a stricter enforcement of the Company Law when frauds or misappropriations 
or serious interferences with accounts are discovered. It will act iii!!. a deterrent. Even 
under the Criminal Law we only punish offences. The punishment nas to be made severe 
so as to prevent this committing of offences. We do not take steps to prevent offences 
except in the case of a breach of peace and such other offences. Then we want more 
enlightenment on the part of the shareholders. H some changes were made in the Com. 
pany Law which would make it impossible for Directors to enter into oertain transactions 
like borrowing beyond a certain amount and so on, that would have a healthy 
effect. 

Q. What sort of changes would you suggest! . , 
A. I would suggest that if a mill borrowed more than half its oapital on a mortgage it 

should require the san'ltion of the shareholders at a general meeting. I mean borrowing 
on a mortgage of the mill property. That is what happened in the Swadeshi and Asarwa 
Companies where loans were taken to the extent of nearly double the capital. The 
mill was mortgaged to one party and the others were left out in the cold. They would 
not get even one pie in the rupee. 

Q. That was carried out without the sanction of the shareholders. 
4. ¥es, tP.~ DiJecW!-'l ~cl full powers. 
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Q. That could Dot happen in most cases, could it 7 
A. It ca.n happen in almost all cases beca\ll1e the individual shareholders are not organi

sed and they simply purohase shares without even reading the Articlee of Association. 
Anybody who purchases shares after reading the Articles or not is supposed to have 
agreed to each and every Article. And as I told you the agents could always command 
a majority. I have seen in one company's Articles the provision that if the agents want 
to borrow on mortgage they shall take the sanction of the shareholders. That is in the 
case of. the Vira.mgam and Alfred Mills Company, Limited. 

Q. Did they? 
A. They have !Jot complied wi~h that Article. 

Q. Even if there were '" provision in the Articles of Association it does not follow that 
the Managing Agent would obey it ! . 

A. I want that provision be made in the Indian Companies Act. Then the borrower 
would know that the mortgage would be void and nobody would enter into a mortgage 
like that. . . . 

Q. You do not like the system of remuneration on sales? 
A. No, it does not seem to be suitable. 
Q .. You prefer the Bombay system f 
A. Yes. 
Q. On the ground, I presume, that it gives the Managing Agents a direct interest in 

economic management f 
A. Yes. 
Q. Is your statement in regard to the val~ation of mill stocks based on what you 

discovered in liquidating these mills f 
• A. Nb, it is based on general knowledge. It is confirmed by the reply given by the 
Millowners' Association in reply to Quest.ion 87. They say that no independent 
valuation is made by the auditors. The auditors should certainly check the stock. 

Q. We understand that they do that in Bombay. 
A. That is not the uniform practice. It should be made one of the compulsory duties 

of auditors. Another tbing as regards the valuation. The mill pricee could be seen from 
.the books; they could easily arrive at the price of these stocks, etc. They could know the 
markE't price and they might. put it near the market price. Almost in all cases you will 
.find they will be able to value the stocks of cloth, yarn, etc., correctly and in the cases 
of stores and other things they can see the invoices and other papers and then they can 
value. They can value as accurately as experts and they will have a good guide in the 
prices paid or received by mills. They could also See quotat.ions published in the papers. 
I do not think any expert knowledge would be necessary. MoreQver most of the auditing 
firms who audit the accounts of cotton mills go on auditing the accounts of cotton mills 
for a number of years and they are in touch with the industry. 

Q. I do not quite see what benefit the mills get by valuing stocks at a nominal figure. 
I do not quite see how they can do it in the first place. 

A. Suppose the profit made is 1arge in a particular year and the agent&. want to conceal 
the profits, they can hold it up as a secret reserve. In bad times, they might bring it 
out and show a better result than the real working had proved to be. Even the banks 
do it. They write Governmont paper at or below market value. 

Q. As long as they do not change their system, what is the objection? 
A. They do change their system. To-day they may value the cloth at 4 &nDas a lb. 

and afterwards at 8 &nDaa. 
Q. If they continue to value their stocks either at market price or at or near 

cos~ price f 
A. Sometimes they may even over-value. 
Q. Some of them value at or below market rate and some at or below cost. But 

provided they stick to the same system, what dilJerence does it make' 
A. Some people would over-value. They will show 4 la.khs where the stock is worth 

only 2 lakhs. 
Q. Supposing one year they value their stocks at market price and next year they value 

at cost price, I can see the objection, but if they keep to the same system year after 
year I caunot see it makes any real difference. 

A. If they could over-value, then thE'y could keep up the show for two or three years. 
If the oondition waa known immediately, some remedial steps might be taken and the mill 
might be saved. If you take the case of these mills whioh I am liquidating if the 
accounts had been properly audited and the matter placed before the eha.rebolders,the 
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milla could have been saved. But by this means the agents could keep up the show and 
they got more and more involved. Similarly they value below market rats but not always 
at the same figure. They would value sometimes at one·fourth, sometimes at one.half 
and so on. There is no objection to keeping a secret reserve. But there should be a 
uniform basil!. 

Raja Han Kiaha", Kam.-Have any other mills gone into liquidation besides these 
.even that you have mentioned in reply to Question 12-? 

A. The milla mentioned by the millowners in their reply and the following mills-the 
Saraspur Mills and Edward Mills. • 

Q. Can you tell us what is the reason for these mills going into liquidation? 
A. I believe the cause was speculation on the part of the agents. I hayo not first.hand. 

knowledge of the cause. . 
Q. That is your belief? -
A. Yes. 
Q. In the case of the seven milla, you would say that it was due to mismanage. 

ment t' 
A. The mills also did make losses, but that was not a prime cause of the mills going: 

into liquidation. -

Q. The principal cause was mismanagement? 
A. Mismanagement, dishonesty and misappropriation. 
Q. Can you tell us how you think there is depression in Ahmedabad? You have said: 

there is depression in Ahmedabad and yet you tell us that all the milla which have been 
closed or have gone into liquidation were mismanaged. 

A. The five mills mentioned by the Ahmedabad Millwoner's Association in their reply 
have not gone into liquidation owing to dishonesty or anything like that. They are due
to depression entirely. In the Universal Cotton Mills there was no dishonesty or mis-
management. . 

Q. These five millB, the Universal Cotton Mills, etc •• have gone into liquidation merely 
on account of the depression 7 •• , ••••• 

A. Yes. 
Q. And how about the mills which have shown profits ? 
A. They have built up large reserves. So they are able to show good profits even m 

bad times. -

Q. Have you. examined the financial condition of any of these milla ? 
A. No. 
Q. You are simply basing your statement on the replies of the Millowners' 

Association , • 
A. No. As far as I know it is my experience. I have been living here for the last four-

or five years. -
Q. Your opinion of these mills is that the failure is due to the depression. 
A. Ye!!. 

Q. And that is your reason for 'Saying that there is depression in Ahmedabad? 
A. No.. . ;,' I . , 
Q. We want to know whether there is any depression'in Ahmedabad or not. You. 

say there is depression in Ahmedabad. I want you to tell ns how we are to believe that. 
there is depression'- . . 

A. If you look to the profits made by the milla you will find it. Looking ~()
their block account, reServes and capital, then you will be convinced that there]8. 
depression. 

Q. Profits have been reduced? 
A. Considerably reduced. 
Q. They have not got the figures ready yet. :Sut have you worked o!lt the figureS' 

yourself' Can you teU us whether the majority of the mills are making profits or-
losses? . 

. A. Some are making profits and some losses. I cannot say exactly . whether
the mil. orityare making profits or losses, but it is only very few that are earnmg good. 
profits. . 

Q. Can you give us an idea as to the proportion of mills which are tanning near tha-
margin? - . 

_ A. I am afraid I cannot. . 
110 y422-25 
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Q. That is how we can form an opinion. 
A. I can give you an idea of the Whittle Mill. It has got over 45,000 spindles and 700 

looms and the mill is earning about Rs. 11,000 to Rs. 12,000 per month. With an invest
ment of a big capital and 7 la.khs for running expenditure, they are making about 
Rs.I,30,OOO a yea~. But that is not sufficient even for depreciation if allowance is made 
for depreciation. Then we have to pay one·third of the profits to agents for running 
the mills. 

Q. How much wo~ld you keep for depreciation y 
A. Nearly a lakh of ~pees. 
Q. That would leave Rs. 40,000 •. 
A. Rs. 40,000 on an investment of nearly 40 to 50 la.khs. 
Q. We have been told that the original capital of the mills is very small. 
A. But they have built up reserves. The Raipur Mill has a capital of5 lakhs and a 

l'eserve of 35 lalli.· 
Q. Do you know what the original capital of the Whittle Mill is ! 
A.8Iakhs. 
Q. Rs. 40,000 on 8 lakhs. 
A. It has a reserve of 35 lakhs. 
Q. Is it still there ! 
A. Part of it has disappeared. The price of the mill has depreciated. 
Q. You cannot take that mill as an example. It is a badly managed mill ! 
A. It used to be one of the best mills in Gujarat. 
Q. You tell us of other mills which failed on account of mismanagement, or 

depression. 
A. Yes. But still the depression brought matters to a head. It was not the primary 

.aause. The depression was to some extent responsible. Want of profits drove agents into 
difficulties because they could not get the same credit and they were not able to save the 
4loncern. . 

Q. My point is this. We want to know' whether there is depression in Ahmedabad 
or not. We want to get facts. I want to know what your opinion is based upon. Is it 
based on the condition of these five mills ! . 

A. No; on the present working of the different mills. At present this Whittle Mill is 
worked by very good agents though it is in liquidation and it has not been possible to sell 
it owing to the bad market conditions. It is being run by me through agents who are big 
millowners of this place. " . 

Q. Run on borrowed working' capital; and you have to pay interest on that! On the 
Alontrary you want to take the reserve into account when you distribute your profits. 

A. To earn those profits we have got all this machinery and building which at the 
lowest estimate would come to 30 or 40 la.khs of rupees and the earnings on it are 
Bs.30,OOO. 

Q. That will not be a case of a well balanced mill which has not to borrow money and 
which could employ its reserves on extensions without borrowing any more capital. So 
you cannot take that mill as an example. 

A. The best mill has to borrow for its working capItal. Yesterday a mill agent told 
me that he would consider a mill which employs its capital as floating capital as a bad 
.mill. ' 

Q. Does the average mill in Ahmedabad, which he.., reserves, fall back upon them and 
generaJly employ part of the reserves as working capital and, sometimes invest it in loans 
,to other mills or deposits with banks' I want to know whether with regard to an average 
mill in Ahmedabad you can say that there is depression and, if so, why! , 

A. An average mill with a small capital and a big reserve should earn on an average a 
very handsome profit. But now owing to the depression it is only able either to make 
both ends meet or to make a very small Drofit. Therefore there is a slump. You should 
'oonsider a mill whioh has started now. 

Q. Do I understand you to mean that there is depression because an .averags mill 
instead of making ll/oI'ge profits is making small profits only! 

A. Yes. 
Q. Is that the only reason' 
A. I know the present prioe at whioh cloth is being sold. I know the cost; I know the 

prioe of cotton and loan say t,he margin is very small. 
PreMdeIl&.-Can you iive us those figure..q! They would be very useful. 
A. I will get you the exact figure. . 
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Raja Ban Kishan Kaul.-That is one way of looking at it. If you oan give us the 
-exact figures of cost of production it will be useful. . 

A. For the last couple of months the margin on sale of yarn is very small. In some 
~ases the cost has been more tha. the market price. Similarly in cloth the margin 
:is very small. 

P,eMdenl.-There is a margin T' . 
A. There must be a mBrgin when you do not take into account the depreciation. No 

-concern can go on living long without making provision for depreciation and interest. 
Q. It will go on for some time Y 
A. But then when that stage is reached you must find out a remedy. 
Raja Ba,j Kishan Kald.-You say there is no margin, even on cloth if you make 

.aUowance fOr depreciation Y 
A. PracticaUy nil. 
Q. We would very much like to have figures. 
A. In the case of the Wh,ttle Mill, out of Re. 1,35,000 if you take away 1 lakh for 

.depreciation, that gives you only Re. 35,000 on an investment on a block account 
'Of 30 lakhs. That amounts to 1 per cent. on the capital and no allowance is made for 
interest. 

Q. We were talking about the margin of profits on cloth and not about the interest on 
~apital. 

A. But there is a margin becallse in calculating the cost of cloth we do not make any 
allowance for depreciation and interest on the money invested in the machinery and 
buildings. 

Q. The dividend on the capital has to come out of the profit you make Y 
A. But it should be a charge-at least a certain percentage. 
Q. What is the margin out of which the dividend has to be paid Y 
A. Very near the vanishing point. . It varies from time to time and day to day. 

Q. Will you please give U" those figures ? 
A. Yes, I will try. 

Q. In reply to Question 41 you say' the shareholders should further have the power 
to remove without compensation managing agents whose management is incomplete'. 
You mean incompetent. You want a~rovision to that effect in the Companies' Act? 

A. Yes. 
Q. It would be against the mutual agreements between the agents and the 

shareholders Y . 
A. When the provision is once made in the Companics Act, no agreement should be 

made. It will be void. But the previous agreements will not be affected, unless there is 
a mutual consent and unless there is a great deal of public opinion. 

Q. We were told that there was a clause in some agreements that if the managing agent 
was incompetent he could be removed. 

A. Only if he is guilt.y of fraud and misconduct. 
Q. You want to go further than that Y 
A. Yes of course incompetence is different from fraud. 

Q. What do you mean by incompetence? . 
A. Not being able to earn the profit as compared with the other concerns. 
Q. Would not that be a very vague definition? . 
A. It may be somewhat vague but I would leave it to the discretion of the shareholders. 

At present the law is such that even if the mill company goes into liquidation, the agents 
~an demand compensation. There is at present an instance in Ahmedabad where, on the 
recommendation of the agents, the mill has been taken into liquidation and the agents 
are asking compensation which means nearly halving the capital. 

Q. If you leave discretion to the shareholders about incompetence, would not that be 
a dangerous thing? 

A. I do not think 80. 

Q. Could you not suggest how incompetence should be defined? _ 
A. I have not worked it out in detail This is only a rough idea and if this idea is 

accepted the details should be worked out. 
Q. Would you think it out and tell us how you would define incompetence? 
A. Suppose when other concerns are making profits, this particular concern. 

is lORing or is making a very small profit compared to the others, say less than 20 
per cent. 

MO Y 422-25a 
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Q. That sort of definition, viz,. whe'n other people are making profit and this concern 
is not making profits may not do. 

A. Comparatively speaking-making allowance for all the factors. In the weaving 
department one could get effiCIency. • 

Q. You want Some provision of that kind to he ml¥ie Y 
A. Yes and I want that the agreement should be open to reconsideration when the &OD 

succeeds the father. 
Q. You told us that it makes no differeilCe to the managing agent. 
A. My chief objection is that the agents can cook balance sheets by showing the stocks 

-to he more than they really are and this can be shown for a numher of years. 
Q. They are either under· valued or over-valued Y 
A. Yes. 

Q. How does it affect the mill agent who gets his commission on sales and not on pro
fits Y 

A. It does not affect him at all. 
Q."We understand that it is the practice in Alimedabad 80 that the mill agent is.not 

affec~d by over-valuing or under-valuing the stocks. 
A. Yes. 
Q. Then your suggestion refers to Bombay rather than to Ahmedabad ! 
A. But even in Ahmedabad when the concern is losing, in order to he able to borrow 

and oommand credit, the agents 'may show profit by over-valuing the stocks. That has 
happeped. 

Q. That is a different thing. 
A. Several mills are using up their secret reserves and showing profits and the impression 

given is that the industry is more flourishing than is really the case. 
Q. You say' as a rule the auditors do not make an independent valuation nor do they 

oheck the closing stock'. Further' Several mills keep a secret'reserve by valuing these 
at a norilinal figure', which means very much below cost of market value. 

A. It may be one-fourth of the market price. 
Q. What does the mill agent gain on them! 
A. During bad times he oan give dividends to-the shareholders. The shareholders 

always want more and more dividends. 
Q. He does not gain anything personally. 
A. No. But the mill gains. The shareholder will olamour for 60 per cent. dividends. 

So if the profit has been shown properly it will almost he compelling the Agent to give a 
bigger dividend than may be desirable taking a long view of the matter. So he can ,show 
a seoret reserve.' , 

Pre&idem.-I do not understand how a valuation can be at a quarter of the market 
rata, if you keep a margin. 

A. You do not keep a margin. It is not uniform. Today it will be one.fourth. 
tomorrow half, the next day three-fourths and so on. It varies. 

Q. That means there is no check r 
A. They can have a check. It depends on the honesty of the auditor. They do come 

to know. No auditor will be so ignorant of the value of the cloth. EV!ln laymen kl}ow 
roughly what the price of oloth is per pound or per yard. 

Raja Han KiBhan KauZ.-One quarter is very palpable. But if a certain margin is 
kept. it is to the interest of the mill. 

A. Yes. 
Q. Not an evil to be guarded against r 
A. No. But overvaluation is a serious evil. 
Mr. Suhba Rao.-In talking about the dishonesty ~f some auditors ...... . 
A. I did not say dishonesty. They connive at the dishonesty. 
Q. You say that they got certificates from the Bombay Government or some 

institute. 
A. The Government have got full disoretion to grant a oertificate to anybody without 

his having passed any test. 
Q. I want to suggest that the'two things are not on the same' plane. The certificate 

at most gives Bome guarantee of a technical qualification. But even supposing you 
get a person of this qualification_ven if he is a chartered accountant-you cannot 
guarantee honesty. 

A. No; you oannot. 
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~. Therefore the grant of a certificate does not mean a guarantee of honesty. 
A. Education does tend to make people more honest. That is my opinion. 
Q. Let us hope so. In any c~ the two things are separate-technical education and 

honesty. ' 
A. If the accountant is competent, there is more likelihood of his being clever enough 

to find out frauds. 
Q. In that case there is evidently no unfitness. It is only possible for the cleV4lJ'er 

.acoountant to connive and not for the incompetent? ' 
A. Both can connive. But ~e incompetent cannot even discover. 

Q. Now I want to get clear about the relation of good reserves to profits. poes not 
much depend on the way in which the reserves are employed Y 

A. To some extent it does. ' 

Q. You Bid just now that there is no margin on the we of yarn or very little margin. 
In t.hat o&ae if the reserves are employed in extension, the amount of the 1088 will be greater 
and not less, i.8., if you employ your reserves in extending the works, in putting up more 
spindles. 
, A. Then'you will put in looms if you are losing in yarn. 

Q. But suppose the market is depreBBed for both, then the larger your works, the greater 
'Will be the amount you lose. 

A. If a mill has a large reserve, it won't have to borrow. 

Q. If you employ the reserves on mere extensions that does not.follow. You have got 
to reckon up interest ult,imately. You lose profits or dividends on your capital. There is a 
J088 all the same. I can understand if your reserve is invested in some other concern 
or in a bank, that then you can make a profit on the investment. But I do not see how 
Sou can off·set losaes by having a reserve invested in your own concern when the market 
i. falling. 

A. If you place the money in a hank, you can earn Re. 4,000 or Rs. 5,000. If you 
,employ it in your own ,mill you would save 6 or 7 per, cent. So you can show better 
,result~ by employing it in your own concern. 

Q. That is aBBuming you are having good times. 
A. Even in bad times. 
Q. You can employ your reserves in three ways-on extension of works or as working 

-capital to avoid borrowing from banks or as an investment outside. 
A. The employment of reserye for extension of works takes place only when the times 

·are prosperous. -
Q. And when that is over, when you fall upon depressed times, does not the result 

'T\l3Ct upon you? 
A. It will have improved your position. You can get the henefit of larger plant and 

larger buildings with small capital. . , 
Q. If production is paying. But when you have more spindles and more looms and 

when your production is not selling, do not your extensions mean more losses! 
A. That is, a big concern will lose more than the smaller one? 
Q. You Bid that if you employ your own capital in extension of the works the 1088 is 

-reduced. . 
A. Suppose A has a capital of 10 lakhs and a reserve of 15 :t8.khs. B has 10 lakhs capital 

and no reserve. It has to borrow 15 lakhs. Mill A having 15 lakhs reserve can certainly 
show better results. ' 

Q. But you are aBBuming that there is the same number of spindles and you are ueing 
the reserves as working capital. That I can understand. But I cannot understand the 
contrast between a mill wjth a reserve invested in extension and a smaller mill. 

A. We must compare similar concerns, one having a reserve and one not haVing a 
re :erve. 

Q. One extending by means of reserve and the other by means of loans? That is a 
question of reserves and no reserves. , 

,A. ~he system here is that if your block account is going to be 15 lakhs or 20 lakhs, the 
1n11l WIll be fl.O&te~ on 10 lakhs. But in course of time they will be able to build reserves 
and not only prOVIde for block account but also have some money for working capital. 

Q. Can you 8ay from the statistics of Ahmedabad mills how the mills obtain their 
• loan funds f 

A. In Ahmedabad people think it safer to deposit money in' a mill than in a. 
bank. 
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Q. So the contrast is between using borrowed capital and your own capital. 
A. I take similar concerns, one with reserve and one .without reserve. Both require

the same 'amount. 
Q. Passing on to the next point, you make a suggestion about the appointment of 

auditors by the company instead of by the Managing Agents. ' 
A. Even at present they are appointed by the company. 
Q. And you say the Managing Agents hold a major part of the shares. In that case-

what remedy do you suggest? . 
A. There is no remedy. Whatever power you give. you give to the shareholders. 
Q. You speak later on about the need of not allowing a son to succeed the father as' 

Managing Agent. There again if the son holds a majority of shares, wherein comes. 
your remedy 7 , 

A. There is something like public opinion. Even now though the millowners may have 
their majority. they do not use it in the bureaucratic fashion. They do not always carry 
things to extremes. Tht'y do not want to be on bad terms with the other shareholders_' 
There are bad and good times. 

Q. Then how do you work out? 
A. If it is left to the shareholders that will be a safeguard. 
Q. You mean you want some kind of provision in the Articles of the Association where

by when the chief partner of the Managing Agt'nts' firm dies, there ought to be a choice" 
not to have his heir necessarily as his successor but to appoint him or not-some provision 
in the agreement allowing the shareholders that option? 

A. If we insert this flrovision in the Companies Act all the agreements will have to be
oorrected; otherwise they will be void. 

Q. Does the Companies Aot provide now for the scccession of the Managing 
Agenoy? 

A. No. 
Q. You want some provision of that kind! 
A. Y~. . 
Q. Now about the oommission on sales. Here again if the Managing Agency holds a. 

majority of shares, they can pass a resolution in their favour. 
A. But if you change the Indian Companies Act, then it WOuld be illegal. 
Q. In what manner would you make a change ? 
A. That the remunetation to Managing Agent~ should be on profits and not on 

sales • . 
Q. You want to make it a part of the laws of the' country? 
A. Yes; the Companies Act. And that will apply only to new concerns. You canno' 

have a law with retrospective effect. 
Q. You want these changes in Company Law? You do not expect that the mere 

expression of the shareholders' opinion or any resolution at their meeting will meet the 
situation? You want some definite changes in legislation. 

A. Yes. 
Mr. Majmlldar.-You said that the Managing Agents mixed up the funds of different 

concerns. You mean that the funds of one company were lent to another? 
A. Yes, that is what was done. Take the case of the Managing Agents who purchased 

the Industrial Mill. Money was taken from the Whittle Mill. Whenever they wanted 
money that used to be paid from the Whittle Mill. Similarly in the case of ot,her con· 
oerns. They used one mill as a sort of shroff or banker for other mills. The money was. 
reoeived by the Whittle Mills. 

Q. Which money' 
A. Deposits were received by the Whittle Mills and then taken away by the others~ 

Q. The agents were taking money in their own ~ames or in the names of the different 
mills? ' 

A. They were taking in their own names and doing aU sorts of things. Sheth Naginlal 
wanted to purchase a bun<Yalow. He took the monev from the Whittle Mill and opened 
an acoount caUt'd the bu;gnlow account. He wan~d to pUrchase a village. He paid· 
the money from the Whittle Mill and started an account for it. He wanted to purchast:l, 
& colliery and started & colliery account, and so on. 

Q. The oolliery did not belong to the mills! 
A. No. It );elon'ged to him. He started a home office. He took money from tha· 

Whittle Mill a.nd oalled it the home office a.ccount. 
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Q. There were no bankers to the mill ! 
A. The mill had no need to get money from banks. It had good reserves and it had 

good deposits. 
Q. Where was the extra money kept 7 H they did not want the money, where was it; 

lying 7 
A. In their other conoens. 
Q. And before theee concel'llll were floated? 
A. Then it was used for extensions and other things. 
Q. Supposing the company has a balance of Ii lakha of rupees which they do not require 

for a.ny other purpose, they must be depositing the money so~ewhere, either with banks 
or WIth shrofJs ! . 

A. At lesst in recent years they never had that much money in surplus. In the year 
1919.20, that is more than six years back, they purchased the Industrial Mill, and 
so on. 

Q. The Agents had no firm of bankers or shroffs f 
A. On the oontrary. they were using the mill as their shroff. As a matter. o.f fact 

these two or three a.ecounta were being balanced on the 31st Dt'oember by debiting to 
some third account and on the 1st of January those entries were being reversed. As a 
matter of fact I would also like to state that it should be made compulsory on every 
company to publish a statement giving the details of the borrowing by the Directors. 

Q. And also showing to whom the money had been lent 7 
. A. Yes; a detailt'd list. 

Q. With reference to the valuation of stocke, which would you prefer-you prefer 
valuing at cost or at market value. or whichever is lower? 

A. Whichever is lower. That will be the proper conservative policy to follow. That 
will be in the interest of the concern also. 

Q. SO the.mills have to change the system if they want to follow a real conservative 
policy? 

A. Some mills may have already got that system. 
Q. It may happen that one year the market price may he lower and in another year the 

cost price may be lower; . . 
A. The market price or the cost price whichever is lower. You should always follow 

that policy. _ 

Q. That means yo~ prefl'r the third policy-whichever is·lower. 
- A. That would be safer for the mill, unless in exceptional times the cost should alway" 
be lower. 

Q. SO even when the manufacturing costs are higher than market prices, it'will be better 
to put the lower value. Then with rl'fcrI'nce to the change of a""ncy, you have provided 
two safeguards, one when the managing agent's firm is showing incompetent manag!,ment 
and another when the father dies and the son steps in. Don't you think the first provision 
is sufficient? .. If the agent's firm is incompetent "-that will be sufficient for the purpose 
of safeguarding the interests of the shareholders? _ ' 

A. The father may be a very competent man and the son may be a fool. He may be 
a reputed fooL. Are you going to allow him to ruin a concern and then turn him out t 

Q. Would it not happen oecasionally that although the son is a ~~ver man simply 
because the father is dead-no matter what the number of years the age~ was running, 
JVhether two, five or ten-the son's remuneration may be cut off ? 

A. The remuneration should not be affected. It is a question of management. The 
questidb of management by the son only should be considered, not the remuneration. 
That mi~ht remain. I do not want remuneration toO be changed. Whether he should 
manage a concern or not. that might be determined; and if he is competent, people; as 
far as I know, will go and request him to take it up. 

Q. You know oocasionally cases happen of cornering in shares. I believe something 
of that sort happened last year. The consequence was "that the managing agents had to 
give up the agency because another firm purchased a greater number of shares. 

A. Yes. 

Q. If you have a p~vision that at the time the 80n succeeds the father, the Managing 
Agency ~h.a~ be reconSldered by t":e shareho.ld~rs, is there no~ a possibility of some share
holders JOiDlng togeth~r and formmg a majOrity and throWIng off the managing agent 
in spite of the fa.et that the son is as competent as the father? 

A. There may be some risks. We have to run some risks, No system would be 
perlect. I 
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Q. Therefore would not one safeguard, that against incompetency, be suffioient f 
A. Take these oases. All these people stepped in and ruined the conce1'Il& Incompe

tency was found out after the 'affairs were in a hopeless mess. You are looking'to the 
interest of one particular individual. I think you have to look to the interests of the entire 
oompany. Of course there might be a few risks for.individuals. We have to look to the 
risks of the company. That shou)d be our primary concern. 

Q. I am looking at it from all points of view. The same thing lIould practically happen 
in the case of each and every man. Take the other point also. H you provide only 30 
or 20 years ....... 

A. ,You may make it 50. I am not particular about 30. I only wanted it should not 
be perpetuli.!. 

Mr. SuMo. Rao.-Fifty years comes to twq generations practically in our country • 
. A. It may be or it may not be. The period should be such as to induce persons to 

float companies. • 

Mr. Majmudar.-The agent would be inclined after the ilipse of some years to start 
another mill while he is running this mill in order that he may be sure of an agency for a. 
longer time, He may devote his attention more to the other mill than to the old 
one? 

A. I mentioned 30 years, beoause 30 years is, one generation, and the land revenue 
settlement is also for 30 years at present. 

Q. In order to find out as to whether a certain management is competent or not yon 
propose the comparison of costs and of efficiency figures, by the shareholders. Is that 
feasible? Would the mills be prepared to give correct figures? We find it difficult to get 
the figures so easily from all the mills. 

Preaident.-And still more difficult,to compare them when we do get them. 
Mr. Majmudar.-You want to entrust that work to the shareholders. Do you think 

it is feasible 'at all? 
A. A certain standard might be laid down-say if the mill makes a loss for so many 

lears. or if so much of the capital is lost. Details could be worked out. H my suggestion 
18 accepted, then we may go further and work out the details. I think that most people 
-would be agreed that when 'the management is incompetent it ~ould be changed. When 
you are removing a man because he is incompetent it lIould not. be right to .give him 
compensation. Compensation for, wha.t? For mismanagement and incompetency? 

Q. No one would suggest that. The only point that I wanted to'make out was about 
the comparison of the costs and efficiency. 

A. I have not worked it out. I have not thought over the matter, but it seems to me 
that you must have some provision "that the agents should be removed if the management 
is incompet~nt. You may leave it to arbitration, or do it in some other way. 

• Q. Have you fOUlid that the bigger mills are able to cut prices and undersell the smaller 
mills here ? ,-

A. Yes, of course. That will be so. 
Q. Due to the lower overhead charges? 
A. They have got more economical working and ,they have got bigger reserves. 
Q. Supposing a mill spends its reserves in extensions and it has no reserves, even then 

it is able to sell at a lower price? 
A. The cost must be less, because it has got less borrowing. 
Q. The loss 8110. bigger mill ~ay be a little more sou".etimes f 
A. That would be made up in good times. 

Q. And profits also would' be bigger! 
A. Yes. 
Q. When you are comparing the profits, are you oomparing the manufacturing profits 

or the profits declared in the balance sheet? . 
A. Roughly they must be the same in the long run. 
Q. The profits as deolared in the ba.la.nce sheet are affeoted by the interest that one 

-concern may have had to pay f -
A. Yes, reserves and other things. 
Q. Whereas, if you only look to the manufaoturing profits then those items do not oome 

into oonsideration ? 
A. Well even for manufaoturing profits, at present people do not make allowanoe for 

'reserves. H a mill has got a big reserve and it has not to pay interest it does not 
·oonsider that interest item in the oost, whereas the other mill whioh has to pay 
-considers it. • 
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Q. Really speaking, in the calculation of cost &8 well" &8 to find out the reai profits 
~f a mill you would take all that into consideration Y 

A. That should be the calculation. 
Q. What would be the ideal System! 
A. In an ideal system, depreciation should be the first charge. Now-a-~ys allowances 

for depreciation are made only when the ooncerns are making profits. It 18 really a first 
~harge &8 much &8 wages, but it is not always taken into consideration. Similarly when 
the mill makes a big profit, they ought to make provision for income-tar. Now they 
put that in the following year and show it &8 expense. If 1922 W&8 a y~ of boem 
and 1923 a period of slump you may have to pay more than half your profits m the latter 
ysar towards income-tax for the previous year for which provision should have been 
made from the profits of that year. So the balance sheets of mills are not being drawn' 
IIp on a soientifio basis. " 

Q. You mean they do not take any amount for depreciation in a yeat of loss and take 
a bigger amount when there is a profit! 

A. Yes. 
Q. Only for the purpose of satisfying shareholders in the matter of dividends ? 
A. They do not realise, because depreciation is not so insistent. It has not to be paid 

as wages have to be paid. 
Q. You mentioned that in one company there is a provision th&t agents cannot borrow 

without the sanction of the. shareholders Y 
A. Borrowing on mortgage. 
Q. The provision is that the sense of the general body should b~ t&ken ? 
A. For borrowing beyond a. certain limit. 
Q. Would sllch a procedure not affect their reputation? . 
A. If it was embodied in the Indian Companies Act; it would be obligatory on all milllJ. 

" Q. Would the weaker mills not find it more difficult to borrow money? " 
A. On the oontrary, they will find it easier because if the agents have got the sanctiop 

-of the shareholders the other p .. rty would be"only too gl .. d to give. He will feel more 
$Cure. 

Q. You do not think there will be any difficulty in getting it ? 
A. I think it will be e .. ~ier. If the lender knows that the loa.n is being sanctioned by 

the shareholders, agents and Directors he would lend with a clearer consciElnce than 
if he is lending without knowing whether it is going to be used for the mills or for .. ny 
-other purposes. 

Q. I believe it is your OpiniOll that that provision will also act &8 a further safeguard 
ag .. inst incompetent management? " < 

A. Yes, t-o a large extent. They will have to place all their cards on the table. 
Q. You suggest th .. t auditors should check .the stocks of all articles valued at over 

a thousand rupees. In the case of big mills would not the checking ·of stocks on 
those lines be impos.ible ? 

A. Checking in the same way as a Collector would check the cash b .. lance. They 
may not open each b .. le. They may just connt the number of I;>ales. There can be a 
,genera.! oheck. . 



Witness No. 82 

Mr. nVANLAL V. DESAI, AHlIIEDABAD 

Written Statement dated 25th July 1926 

I have read the summary of the case made out by the Bombay MiIlowners' Associa~ 
tion for the consideration of the Board on which they will prepare their questionnaire • 

. No one can deny that the textile industry is a national industry and it should be fostered 
at all costs and, protected against unfair competition. We know of the great harm done 
to the country andits industries by foreign invasions-political, industrial and economic
and even at this late stage the Government may be roused to do itaoduty by the country 
of which it professes to be a trustee. While we are laying our case against the foreigner 
and the Government it would not be out of place if a little introspection were made by 
the commercial magnates. Some of these evils are remediable by themselves without 
a!ly outside help-Government 01' foreign, I only suggest a few points for their considera. 
tlOn as well as that of members of the Tariff Board. I am writing this not as a mere 
stranger but it is the result of my contact with persons engaged in the textile industry 
of Ahmedabad during the last 35 years. I have had occasion to go into the history 
of some of their transactions and I have had occasion to learn of the methods of some 
mill agents whose companies have gone into liquidation. 

To start with, one may legitimately ask what work is done by directors' boards. I 
am not conversant with Bombay mills, but so far as Ahmedabad is concerned, in almost 
all concerns the agents are not controlled by the directors. The directors meet only 
once a year to see the balance sheet prepared by the auditors with the aid of the agents. 
The business is all carried on by the agents and there have been several instances in 
which the agents have- misappropriated the reserve and other funds of the company 
with resultant winding up by the court. . 

In some cases the milk appear to be constructed and run in the interests of the agents. 
With a view to earning more commission the agents go on increasing the size of the mill 
with borro/IVed capital with well.known results. 

The agf'nts are not satisfied with the amount of commissio~' given to them under the 
memorandum or the articles of the company or under the agreement of the agency. This 
income in some cases is very la-rge and is augmented by the agents having a selling agency 
for yam and cloth i~ the mofussil and by having It share in the firm's purchase of cotton 
for the company or in firms supplying coal and stores. This may not be uUra vires or 
immoral, but at any rate it leads to an increase of the cost of production. 

In Ahmedabad the usual system of mill working was to charge agents' commission 
at the rate of 3 pies per lb. of cloth or'yam sold. This was changed some time back to a 
percentsge basis on the T alue of the sale. usually 3 per cent. In ordinary mills the total 
sale comes to about 25 lacs per year and the agent's net a moderate little sum of 
Rs.75,000, and they may have three ·or four or even more companies under their 
control. 

The agent has neither time nor energy to look after all the concerns, so some parasites 
of the agent are found convenient and comfortable jobs in any of the concerns. Agent 
Mr. A may be a competent man of business, but that does not mean t,hat his son 
Master A inherits his competence in his cradle or school, but an ag-ent's son hardly out 
of hi. teens is competent to look after the interests of the shareholders. 

A question may well be asked if the agent's purchases are properly conducted. 
Instances are not uncommon wherein the cotton ginned at a ginning factory in Ahmedabad 
has travelled to Sanand there to be baled and sold to Ahmedabad mill agents as Sanand 
cotton. Is this economical management! I have teen cart-loads of kapas being taken. 
from villages to a factory in some cases 30 to 40 miles away to be passed off. Does this 
not add to the cost of production! ' 

One may also ask what has been -done by the industry here to improve the conditi~n' 
of labour. Mill·hands in Mv('ral instances are considered as machines of bone and skm 
as the looms and spindles are machines of sterl. The mill·hand may b(' getting perhaps. 
more than tbe ordinary clerk and a number of members of his family may find employ
ment, but what about their physical and mental condition not to speak of the mor&!' 
failures' 
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One of the points made against Japan is that the mills are working there with double
shifts. Is it not possible to try that plan here Y Some local mills have sucoessfully trie<f 
this. Then why not use this weapon against Japan Y Working with shifts might entail 
some extra work on the management, but one can do that without the help of the Ta.ri1f 
Board if one were so minded. I ~ink the mill agents ought to put their houses in· 
order. 

When the Tariff Board examines witnesses iWw'ould. be advantageous to the industry 
to get the evidence of liquidators and othera who may have had something to do with
liquidation work in oourt. This may prevent future pitfalls. 
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ANNEXURE A 

In the interest of the industry, there must be co.operation between capital and labour. 
"Nothing tangible seems to have been done so far for the uplift of labour by mill agents. 
-..rhere appears to be antipathy between capital and labour. 

There is a possibility of economyin pu-.:hasing cotton by co-operation between ginners
.and spinners. There are too many middlemen who can be safely eradicated. 

A Jatha in Ahmedabad had been under contemplation by some merchants, but the 
idea had to be given up in consequence of the general conduct of the mill agents in the 
matter of their contracts. -

It is notorious that if the prices rise mill agents do not deliver the gOQds contracted. 
There is no fixity of quality of goods manufactured by the-mills. H they stick to a 

particular standard they will have a steady market. They have not catered for the 
local markets in the past. People living in Ahmedabad often do not know of the 
products of Ahmedabad mills. They should organise annual exhibitions or melaa and 
maintain a permanent museum. 

It is possible to reduce the c~st of production by reduoing middlemen both in purchase 
-and sales. 

Some mill agents patronise their paraaites by a share in the commission earned by a 
selling agent. Some mill agents are selling agents themselves, either in their own name 

. or some of their proteges. They have interest in the stores business, cotton business, 
-and coal business. Thus their personal interest comes into conflict with their position 
as agents of the. company. Under section 101 of the Indian Companip.s Act a minimum . 
. subscription of sha.res is· required. Sometimes this minimum is kept too low to enable 
the directors to proceed to allotment. The minimum subscription should be at least 
.DC per cent. of the authorised capital. 

Section 103 (2) requires payment by the directors of application and allotment 
money. This implies that the directors must themselves pay. Instances have been 
noticed in which the promoters or agents have paid for the directors. 

The directors are mere dummies and the company becomes a one-man show. 
There must be restriction on borrowing powers. A company may borrow for its 

·own purposes, but money raised should not be allowed to be used for any allied concern . 
. The funds of a oompany are sometimes appropriated by the agents for their private 

purposp.s, with the result that a prosperous company comes to grief through the 
fraudulent conduct of the agents. 

The directors should be held responsible even for their own negligence. They should 
have the responsibility of trustees. 

H the property of a company has to be mortgaged, suoh a transaotion should have the 
previous sanction of a special resolution and pre-existing debts should be paid off out of 
the mortgage loan. 

The auditors ought to make a special report regarding the outstandings of a company. 
The securities, if any, obtained by the company should be scrutinised. H a company 
vith reserves and other funds has oreated I,lebts, the auditor should report on the same 

An industrial comFany should be prohibited from lending its borrowed funds. 
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Witness No. 82 

Mr. nVANLAL V~ DESAI 

Oral Evidence ruorded aI Ahmedabad on the 15th Septembe,· 1926 

PresUlent.-What is your exact comiection with the textile industry, Mr. Desai? 
A. I am consulting lawyer to several companies here. I have had occasion to deal!. 

with BeVeral companies in the pourts of law. I have assisted at the birth and funeraL 
of others. I have about 30 years' experience of this industry. . 

Q. You put forward various eriticisms of the managing agency system here? 
, A. Not only that. I have complained about the management gener&1ly; not only 

about the Agents but I complain that the Directors in the Ahmedabad mi11a are mer&
dummies. They take no interest what.~oever except in signing the balance sheets. They 
are not consulted about any of the contracts entered into by the Agente. The ordinary 
inanagement is a one·man show and the. Directors perhaps at the end of the year, not· 
exactly at the end of the year, sometimes six months after the end of the year, sometimes 
nine months after the end of the year are called together to sign the balance sheets. The 
data are prepared with the help of the staff and audited by the auditors and sometimes .. 
we find that the exact state of affairs of the last year is not reproduced properly in a 
balance sheet. There is an amount of window dressing there and the balance sheet is, 
prepared in such a clumsy manner that an ordinary person cannot understand it. I 
have a recent case in my hand in which agents have, I make bold to eay, misappropriated 
to the extent of over a crore of rupees. They showed that at the end of the year they 
had large balances with certain factories and concerns. I refer to the Whittle group of 
mills. That is a company with an ideal memorandum p,nd articles of association. One
of the clauses was that any funds of the company were to be invested, if at all, in Govern
ment securities. In 1913 Mr. Whittle died and his partner- also died and the successors. 
in management got a resolution 'passed that the funds of one company might be lent to· 
another company, and that. if the agents had supervi~ion over the other .company then 
the agents of the concern were personally responsible. That was a good _resolution on 
paper but the abuse made thereof was that at the end of 1922 it was found that severaL 
lakhs of rupeesbeloaging to one concern-it had splendid reserves amounting to 25 laklm. 
of rupees and there was a splendid block account-disappeared practically into the pockets 
of the managing agents. There were .Directors and auditors. Some of the Directors
were dummy Directors and some were very active and even those active Directors did 
not take the trouble to inform the shareholders about the misdeeds of these people. The· 
auditors also did not see the necessity of informing the shareholders about these misdeeds. 
When this company had such reserve funds it 'lVas not at all necessary to raise any loans. _ 
The company could borrow for its own purposes. These purposes were amply served by 
reserve funds, but merely for the purpose of lending to its sister companies of which the
Indian partners of t·he firm of agents of this company were managing agents, they have 
taken nearly 45 Iakhs of rupees from the general public and shattered the confidence of' 
the general public in this industry, and that has led in my opinion to the depression 
in this trade. As I have' said in my:first letter, the textile industry is a national industry
and we must go to the Government for all the possible help for the support of the national 
industry, but at the same tim,e we must put our house in order. If people like these are· 
allowed a free hand then the result is that people lose confidence. The result of the
misdeeds of these agents is that cotton merchants have lost heavily •. They have not 
been paid their dues. Several coal merchants and store merchants have left their money 
there. And so, every kind of industry has been affected by t·hese misdeeds. There-

/ 
is another group of compames here. I refer to the Saraspur group. It was at first 
one of the best mi11a going, and is so even now, even thougk the company has gone into .. 
liquidation.' ' 

Q. • Is it still under Jiq uidation ? 
A. Yes. It is managed by an agent under the liquidator. The creditors thought it 

would be profitable if a responsible party was left in management and Mr. Kasturbhai is· 
at present managing that. It had a splendid reputation so that money could be available· 
there at the rate of 41 per cent. or 5 per cent. interest. La..tge fundi! were accumulated 
there but the Managing Agent got into the habit of speculating and at the end of 1921 
he had utilhed about 23 lakhs. There were two other concerns cognate to this-the 
Edward Mill and the Srinagar Mill. Owing to the same policy, it is my iiiformation,
it is correct information __ veral cotton mi:lls have lost heavily. When money is locked. 
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'Up they can't get it back and they lose heavily and that has brought about the depression. 
-if any, in the local market. They can't purchase. The cloth merchants have not got 
the funds to finance themselves. So they live from hand to mouth. There are fiuctua
tiohs in the market too. Of course we have got Italian, Japanese and British competition. 
To improve the conditions here I have put in some suggestion!;. We are talking of labour, 

- we talk a lot about the .improvement of the conditions of labour, but the capitalists have 
done precious little for them. Some of the mill companies have built chawls for the 

-labourers. They might be sanitary or insanitary, it is for themselves and the Municipal 
authorities .to decide. I have seen some houses which are underground, and some of 
these chawls are farmed out. They are not directly given to the labourers. They are 
:farmed out to Pathans or Bania.s- and they take any hire they like. The labourers, 
therefore, do not get the benefit. We have certain mills in possession of certain chawls, 
but they are not properly looking to the interestS of the mill-hands. 

Then, there is no co· operation. I was present here when the evidence of the gentlemen 
belonging to the AssOciation was being taken about the Japanese competition and as 
regards the purchasing of cotton. I have seen in the cotton season carts of cotton, kapas 
travelling from a distance of about 20 miles from Ahmedabad and going to a place about 
-20 miles further on. That is, they travel 40 miles in order that the cotton of one place 
might be passed off as the cotton of another place. Our mill agents, if they had the 

-interests of the industry in their head, could easily save some money out of this and get 
the right kind of cotton direct from that particular place. In the midst of certain cotton 
mills here, there is a ginning factory and the owner of that ginning factory used to say
>ve very often used to talk about these factories-that the cotton ginned in that factory 
WII.S not sold in Ahmedabad as Ahmedabad cotton but it had to be carted to Sanand, to 

-be baled and sold as Sanand cotton, and the cost of it would be at least Re. 1 more per 
-maund than it would be here. If it was selling here at :Rs. 20, it would cost at least Rs. 21. 
'That is, Re. 1 a _maund on cotton, and thousands of maunds of cotton are to be used by 
every mill every year. Here there could be an immense saving to the industry, and if 
after that any help should be given it should be given. I maintain, Sir, as an Indian 
'I am bound to patronise my country, I must have my Indian goods, goods manufactured 
1n my own country and 1 must set an example. If I am a leader of my community 
I must set an example myself. Unfortunately my tastes are very queer. I do not 
-want- my goods manufactured in my own mill. I want my neighbour to use my goods 
and I use Japanese or other foreign goods. But that is another thing. 

Then it was complained that the Japanese firms, the Japanes~ exporting firms have 
ginning factories up-country. If that is a complaint, they can eastly compete with the 

"Japanese firms in the same way. Some of our mill agents here have factories in the 
Punjab, at Okara and other places. Surely, there might be respectable merchants with 
'whom they can have some sort of co-operation and thereby the cost of cotton might be 
deoreased. - -

The Agents are not satisfied with what they get. The employers -might pay them 
anything, three or four per cent., but tMy must be satisfied with that. Ordinarily the 

-least output will be Rs. 25 lakhs and at the rate of 3 per cent. on that output the commis
sion would be Rs. 75,000. Now, seventy-five thousand rupees to any man per annum 

--ought to be considered as a reasonable remuneration for the work that he does. Fortu-
- nately in Ahmedabad our mill ag~nts have not one mill only, but more. Some have half a 
,dOzen mills, some three and Bome four mills. They have therefore ample remuneration 
as managing agents. They have their duties too. They have t.o finance in bad times. 
They have to finance, give personal security and give security of their property too. For 
all that they may be getting the remuneration, but they are not satisfied with that. It 

'is oommon knowledg&-and if neoessary facts can be given-that some of these mill agents 
nave their own selling agencies too. Some goods are sold at Calcutta, and at Calcutta 
some of these agents have their own firms and they take these goods. So, in addition to 
the 3 or 31 per cent. on the total sale of goods manufactured in the mill, they make some

-times 21 per cent., 11 per oent. or sometimes even 4 per cent. on the sales that 'they make 
there. Then some mill agents have interests in the store business. Human nature is 
human nature after all. We are not super-human beings. Naturally they make profit 
O1~t of these purchases, and some mill agents are known to have cotton purchasing '&I(en

-oies in out-stations or share in the ootton purchasing agencies and there again they make 
money. I don't grudge them the money so long as these things are done well, but when 
we find that their action leads to general depression, surely some steps ought to be taken 

_ --to remedy things. We are asking for Swaraj. There is Swaraj here also. So, this is 
merely a suggestion to t.henfthat they must put their house in order. So far as protection 
is ooncerned, if they find that the Japanese compete unfairly-I don't think there is unfair 

-oompetition-I am holding no brief for Japan, I say follow Japan. - If Japan is working 
.double shifts, why can't you! There are two or three mills at present-Marsden Mills 
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I think-working night and day. Abide by the Factory Act; Look aftM the interests of 
yoUI' workmen and then 800 if yon cannot oompete with Japan, or with any other foreign 
nation and then if yon find by P;ltting your2elf in the same boat you cannot row along 
then ask for &ome sort of muscular help or stimulus. But they do not want to do that. 
They want to be more at ease. It is compla.ined that Japan emp!Gys women at night. 
That is very bad. We need not employ women at night. Employ women during the 
day. Have men-shift in the night. Women may be employed up to evening and the 
rest of the day might be taken up by men. 

What is the C&8(' oflabour here f Have we got eflbient la.bour! The first mill in Ahmed
abad was started about 65 years back. In all these ti5 years what have we done? What 
have the agents done, what have the public done for any sort of scientific investigation 
in connection with the mill industry? We have got a pre,ious Technical School here. 
I do not know what progress it has made. It is in honoUr of the pioneer of the industry 
here. Several manufacturers havllsupplied machinery and I had a talk with the Principal 
(If the sohool some time back and I found that there was no opening for thPSe boys. They 
were not interested in this particular industry as they ought to be. Then we should give 
some opening for these. boys and make it attractive for others to come in. We have 
plenty of quill drivt'rs. We want more people to nee their muscles. These agents ought 
to do something towards that. I should have expected that Technioal School here to 
be converted by now into a big technological college. I should have expected a good 
library in connection with the Association. . The Association·is levying a fairly heavy toll 
on the members. Have they got a library or library assist .. nt, much less a chemist? 
Our friend Mr. Majmudar is a native of this place, and he had to go to Sholapur. We 
-could not have one of our own sons here. That is the p<!Sition. . 

I go with the mill agent and say that, if any a..'!Sistance is wanted, it mUllt be obtained 
for him. The Government must be forced to give it Ul!, the Legislative Assembly sho~d 
do its utmost, but at the sa.rue time we must put our house in order. Th .. t is my pooition. 
Mr. A, an ~ent, may be good enough but Mast.er A is not good enough. He is just out 
of school with a smattering of English. He goes to the mill. There is an expert from 
Lancashire and he is .at upon by this little child. Mr •. A might be very competent. 
I know of instances, of mill agents inspiring evelY one in the mills, bnt then to expect 
tbat their sons imbibed that knowledge from their childhood is not. possible_ They 
-sboulcl have worked to bring the'mill into existence. 

Then, I have noticed,· Sir, another thing. I do not know whether it is within your 
province, but I have noticed that laws are made more to bo broken than to be ob~erved. 
You will see that tlwre is a section in the Comp .. nies Act about the directors making 
payment for shares on application and allotment. Instances have come to my knowledge 
wherein the promoters have paid for the shares taken up by the Directors. I was asked 
by the liquidator of one of the companies to realise outstantlings from the 
.contribl1tories. 

Q. Wbich oue' 
A. Swadeshi Fdt Cap Company. Its registered office is ill Bomb .. y. Mr. Moos the 

-tiqo;idator asked me and I learned to my regret that some Directors did not p .. y out of 
their pocket. In the case of an Insurance Company which is under liquidation by the 
High Court tho same th!ng happened. The Directors.were called npon to pay. They 
said they had not to pay anything; That is an insurance matter. There are similar 
~nsta.nces in which Directors do not pay. 

Even though under the· new Companies Act we have got more splendid provisions for 
auditing accounts, I have come across a precious auditor who has simply signed the 
balance sheet put before him, because he was a protegs of the agente. He at any rate 
.is responsible for a great many defalcations in the Whittle group. H there is a company 
with an amount of reserve fund and if that still goes into the market for borrowing i' must 
be the duty of the auditor to make a special report about that to the shareholders, that 
JOur company has so mucl1 reserve fund and your agenta or directros have borrowed 
so much and it is for you to ratify that or to take them to task. Even when o';!e oompan:(a 
.funds are allowed to be used by sister companies nobody know:s anyt?ing about It. 
It is, Sir, window dressing. _ On the 31st of December we see.certam entrIes .made. S~ 
the books. It is without the knowledge of anybody. You Will excuse me, Sir, for agam 
~ferring to the Whittle group. 

Q. It is apparently the only group to which· it is possible to refer with freedom 
because it ,is in liquidation. . • • 

A. I am prepared to go to any group because I know several groups, butth1918 a parti
oCular instance I can give. In the year 1922 the agent had taken about RI!'. ~4 la.khs.. At 
·the end of the year he wanted to show that he was not indebted at all. So 10 the Illlddle 
.<If December he goes to a bank here and borrows 4 la.khs; on the security of the Wbittle 
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mill two lakhs and two lakhs on the security of another mill. Instead of giving credit tc 
.that bank in 'the books of these two mills for these four lakhs he gives credit to himself iIl 
the books of the Whittle Spinning Company for four lakhs of rupees, thereby reducing hi! 
personal liability. Then he has a ginning factory and six lakhs of rupees are transferred 
to that ginning factory crediting to himself. In that way accounts are manipulated. 
Then they show in the balance sheet debts, loans considered good. What the loans are 
nobody knows. Auditors do not care to enquire whether .there are any securities held, 
whether the security is good or bad and who are the debtors. Then tbey show a sum oj 
Rs. 33 lakhs as being in cash at the end of the year with factories, banks, mills and shroffs. 
If it is cash with the banks, shroffs and factories then it is easily available to him but in. 
stead of that these outstandings appear for years and years together and still this precious 
auditor allowed this to be shown as cash in hand. So things like that go on for 
any tIme, nobody knows. We simply llee the last balance sheet. We say it is a good 
concern. Then there is a oollapse all of a sudden. In August 1923 this party raised a 
mortgage loan of Rs. 21·la.khs on two mills in Ahmedabad, lliakhs on the Swadeshi 
Mill and 10 lakhs on the A.arva Mill. There were several outstandings due which were 
not paid for several months after they were due. Ordinary deposits of the poor widows 
and orphans had been left t.here. When this money came into their hands instead of 
paying off the old debts, it went into the pockets of the agents- th.emselves. So I have 
made a suggestion that in case a mortgage loan has to be raised on any company's proper. 
ties, even though the Agent and Directors may he empowered by the articles of association 
to raise such loans, they should be raised only by a special resolution of the company ~ 
because notice has to be given twice that a mortgage has to be raised and a special resolu. 
tion has to be passed and then it has to be confirmed. So a whole month is given to the 
shareholders to know of it. Another thing is if any mortgage loan is raised then all pre. 
existing debts must be paid off. In this concern (the Swadeshi Mill) the mortgagee 
ha.s got the money by the sale of one '9£ t.he mills. The other creditoJ;'S have disappeared 
altogether, not to say anything about the poor shareholders. The shares had gone up· 
300 per cent. A thousand rupee share was sold at Rs. 3,800 and Rs. 4,000. People have
purchased shares at that price and this crisis has ruined them. And the crisis in one 
ooncern brings a crisis in others. In the case of one of these mills, the Saraspur group, a. 
maD. came to me' fOl' legal advice. I asked him to give a registered notice demanding hia 
monoy. A notice would cost only fonr annas for registering. I said my clerk would 
write for him the notice out of charity. He said that he had not got four annas for post. 
age; that all his money had gone. Th:\t was the position. 

Your Question 40 is: The British Safeguarding of Industries Ac.lays down inter alia 
that no order shall be made nnder Part I unless it is establiabed that the industry manu
facturing similar gOllds in the United Kingdom IS being carried on .. with Teasonable
efficiency and economy". It is a matter well worth consideration. I am glad there are
so many mill agentli here hearing me and they will have an opportunity of hearing me in 
a court of law. Unfortunately our wheels move very slowly. We ha.ve been trying to· 
catch them. We have been trying to-get these people. We have not been able to get 
these people yet in the court of law. If our hauds are strengthened in some way we
might get hold of them and at an early date we might expose them in their1ullest glare
before the publio, so that a good amount might be saved. The other day the question. 
W88l\bout the agency system here and it was suggested by the Chairman of the Association 
that their arrangement for the distribution of the commislion has led to the progrea~ of 
the industry here. That was the impression created npon my mind; that out of the
Agents' remuneration a certain portion is given up to what Mr. Subba Rao called under
writers, participators in the Agents' commission. It is not a partnership at all, because
one is not the agent of the other partioipators. If I am starting a oompany and if I give
you or anybody a share in t.he commission, thereby you will not be my partner. Because 
the hicidents of partnership are not there. They are not partners at all. There is only 
one Ie boss". 

Mr. Subba Rao.-The managing agenoy in Ahmedabad is not a part.nersbip firm? 
A. No. There is one man Wh9 is the proprietor and instead of having so-many under

writers as in English companies, they go out into the market through their friends and 
offer to them one anna commission on a subsoription of one lakh or whatever that may 
be. His right is only to ~oeive a certain amount when the agents' oommission. 
is earned. 

Q. Then how ia this right enforced! By mere convention t 
A. In Bome cases by oonvention and in others by agreement. Where I was advising 

in Bome oases I have drawn up deeds of assignment. I assign to you !lne anna oom
mission. 



Q. It is a. specific a.ssignment for the purpose ! 
A. Yes; it is not a. partnership. The Ma.rsden mill is mana.ged by Ma.rsden Bros. 

Ltd., and a. purcha.ser of oertain number of sha.res is entitled.to a. pa.rticula.r swe in th~ 
commissiol! earned by the a.gents. . 

Now it was sa~d t~t the p~nt state .of industry is due te that system. Unfortun
a.tely my connection With these mills 1ea.ds m to a.nother direction altogether. Of course 
some of the mill agents are good. The present positioll: of the industry is due to those 
agents a.nd not to the system of sharing in the commission. The night before last afte.,. 
leaving this ha.ll, I sat down at my desk to find out how many mills were started on 
that system a.nd how many were in existence in the same state or changed hands and 
I find that a.t"theroughest calculation a.bout 32 mills in Ahmedabad were started on 
that line which have gone to liquidation or changed hands. But with strong finance 
whether a promoter goes into the market with under-writing -commission or with a share 
in the commission, or without it. will not matter in the least, for instance, take Kastur
hai or Ambalal if they want.ed to start a. mill. I have been notiCing from 1890. This 
system sta.rted in about 1890 and people with practically very little means started this 
practice. A man worth Rs. 50,000 went to another with Rs. 20,000 and started a little 
show a.nd he got himself appointed &8 Ma.na.ging Agent, went to a Director, gave him 
some shares for his work, and so on. Between 1890 and 1920, in that cycle of 30 years, 
nearly 32 mills st&rted on that basis. Some have gone into liquidation and then 
revived or got sold. The present·state is due more to the skill and efficiency of certain 
mill a.gents who have got hold of those mills. I ca.nnot say if this is a complete list but 
I have prepa.red it a.s best as.1 could. I have given the na.mes of the various companies 
here. Thi. i. the list.· -

Preaidenl.-Do you wish it to be published as part of your evidence! 
A. Yes. There is nothing confidential about it. There is no confidence between a 

oourt and a lawyer.' It is a matt-er of public interest and I think people ought to take 
interest and I address merely to that point of view. _ . 

Q. With how many mills have you been officially connected in the course of your 
oareer, Mr. Desai, and in what capacity' 

A. As I told you a.t the start, '1 am advising about 20 mills. 
Q. Advising, in what capacity? • -
A. As a. lawyer, &8 a barrister. .Then I have assisted in the formation of about a dozen 

mills. I officiated at the cremation of 15 or 20. . 
Q. We can rega.rd;ou a.s somewhat of an authority in the matter ,C 
A. That is for you to say. 
Q. You oertaiDly seem to have had a varied experience. You have given US-a very 

complete and lucid statement of your views. I am not quite sure about this question 
of sales. Do I understand you to say that when the mills have their own shops in 
Calcutta, in addition to the 31 per cent. commission on sales they get, here they charge 
a further commission of 31 per cent. on sales there ! 

A. It is the shop of the Agent and not the shop of the mills. I am the agent of the 
mill hero and I have a shop in Calcutta. 

Q. An entirely separate concern in which you soil the products of your mill 1 
A. Yes.' I am an agent here and get 31l?t'r cent for the work here and 2, 21, 11 or 

whatever it may be, for tho Calcutta sales. So in addition to the 3, per oent. on the 
looal production here I am getting a. commission a.t Calcutta or Amritsar. 

Q. Why do you consider. thill objectionable' The mill would ha.ve to pay that 
commission to an agent in Calcutta in any case. 

A. Suppose I appoint an outsider as an agent. I mako terms with him. I send him 
goods and draw 80 per cent. and if I find that my goods are not looked after I will take 
him to task. But if I myself were to do that if I have no funds there and I have to 
nnance it here, how can I give 80 per cent. at Calcutta? I a.m looking to m.Vown interest 
here. 

Q. Can you tell us how many cases of this kind a.re there that you know of f 
A. I know of two cases. There might be many. 
Q. If you know only of two, that does not show that the practice is general. 
A. In some CaBeR the agents are partners. That is difficult to know.. If an agent baa 

a firm there in its own name then one might know. But if J. V. DesaI has a firm the~ 
in the name of D'Souza it is difficllit to find out. At any rate so far a.s Ahmedabad IS 

concerned in Ahmedabad itself we heard the other day about the 6 anuaa or 8 anuas 

• Printed as Annexure A. 
1110 Y 422-26 
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}Jer cent. fM selling agents. I II!Il.y have connection in the name of my son or grandson 
{lr sister-in·law'S husband or somebody else . 

. Q. You, refer to the Whittle group of which we have got very full particulars from you 
and others and you also refer to the Saraspur mill. Was that one mill or were there 
more? ' 

A. Three mills, Saraspur, New Edward and Sri nagar. All the three were managed by 
Manabhai Dalpatbhai. • -

Q. Were they the same or different from the Whittle l'eople ? 
A. Different. . . 

Q. SO there are nine mills out of 59 or so in Ahmedabad that have smashed up in the 
last few years owing to bad managing agency. 

A. That is a good many. 
Q. They have gone into liquidation owing to the bad managing agency. 
A. Fraudulent . 

Q. You call it fra.udulent. I was " little more circumspect. At any rate that is a 
large proportion, is it not? 

A. It would be larger still if you were to refer to my list. 

Q. We were taking the last three or four years. Have there been any others? We 
have a few mentioned here in addition to those you have mentioned, 

A. There are a few companies gone into liquidation soon after starting without working 
at all. 

Q. Do you care to express an opinion on the reasons mentioned by the Ahmedabad 
millowners in their statement as to why t,hese mills have gone into liquidation? 

A. Who am I to give any opinion about that in faoe of the opinion of the Association 
but if called I can give reasons for all the five. The Universal Cotton Mill was 
formerly oalled the Ahmedabad Silk Mill. It was started as a very small concern, 
But during the boom time the late agents thought that they ought to have some 
profits out of this ooncern and a mill that was tried by three or more different hands was 
taken ,by these new agents. It was purely a weaving mill. They purchased it at a very 
heavy price and it was difficult fbr them to work so it was taken up by other people and 
unfortunately they disobeyed the rules of law laid down in certain respects. There was 
some legal flaw there also; and they could not work it because it was purchased at a very 
high prioe. It was an old mill. I think it was a mill started in 1907 or 1908. After 
passing through three hands each working verysurcessfully(?) in.his own way it went 
into the hands of the last agents and they oould not work it. They had a ha.nd 
in the Quilon Mills. They purohased a mill at Quilon and the Universal Mill had a 
share in that. With a spinning mill there and a weaving mill here and with other 
eonoerns too, it was not paying at all. . I 

Then the next is Zaveri Spinning Mills. It had its own defects. It also was started 
before 1900. ~I have mentioned it in my note. The man who was first managing three 
or four ooncems and in his difficulties he handed it over to another and this man died 
leaving a minor son. During his minority Seth Mansukhbhai was looking after that mill 
and when this minor came of age he had other business. He went to England and Ger
many and ha.d more business to attend to~ He lost heavily and the company had there
fore to be stopped. The property is sold and it has now gone into the hands of the New 
Textile Mill. 

The Vaso Mumbai Mill has a very ourious history. We had a Water Works Engineer 
and he thought he would be better able to manage a mill in his own neighbourhood. He 
would be drawing his salary from the general public to manage the water works and look 
after the mill. He got a small conoern, got old machinery and he could not work it and 
in the boom time it was sold. Later on these people purohased an older mill still, con
struoted in the sixties. It was hardly worth four lakhs and it was bought for 36 lakbs. 
They broke the contract and it then went into other hands. There was a fight in the 
law oourts and in the boom time it was again purohased by a firm and is now called Rustom 
Jehangir Mills. I think it is now worked under the new name. Unless they change the 
machinery, it will not work well. As a layman I <;.an say the machinery of 30 years old 
oannot work at all. 
, Then, the Gomtipur Spinning Mills. We had an enterprising gentleman who went into 

every kind of mill that was available. He had some orisis here and he went to Ceylon, 
ruined his master there, oame back with some reputation as a bankrupt and joined some 
people. Of course we generally forget the past and with the fullest experience from 
Ceylon it was very handy for him and he started this. He got hold of some maohinery on 
the hire purcaase system Then it oame into 1lhe hands of a Bora merchant who came to 
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me for advice. In spite of my lidriee he advanced the necessary funds with the result 
t~t he had to purchase a.lot of ~a~ a!,d ruined himself eventually. There is a dispute 
gomg on about some engme which ~ lymg there. It is now sold and has gone into the 
hands of an employee of the Imperial Bank of India. He purchased it for 2 Ia.khs and 
-odd and it is still lying idle • 

. The Vishnu Cotton Mills is als.o a.boom concern: The gentleman had something to do
iD the management of the Zaven Mill and he was mterested in a bank here He thought 
of starting a mill and he had the assistance of some mill agents. He thought of starting 
·a mill. He got old machinery from Cawnpore and also some new machinery. and also 
80me old ring spindles, with the result that it was a very top heavy concern. He was 
arranging to refloat it but that had failed. It is in the market now to be sold off very 
800n. 

Q. Then there are the mills which have ·closed down;for instance, the Hathising Mills. 
A. TheHathisingMill. lamnot sure whether·it is closed down. That also has a 

history. It was started by a member of an oldSethla family. That Seth's name would 
carry weight with the general public but he was very innocent of everything. He started 
this mill with the result that it was not successful. It changed hands. I think it has 
gone into the hands of the agent of the Gujarat Ginning mills. I do not know if it is 
closed. Only last week I heard that a friend of mine had been drafting an agreement 
for the selling agency of this mills product. 

The Oriental Mills have never started. In the boom ti.Jp.e a man, who made some money 
in Calcutta in metal businel!S; thought of coming back he~e and starting this Company. 
He got some shares taken up but eventually they became top heavy. They changed 
hands and a Bombay man tried his fortune. He also failed and an Ahmedabad man 
wanted to risk his fortune. He sought my advice and I advised him not to touch it. I 
asked him to bring the draft of the agreement to me. Instead of bringing it to me he 
executed it then and there and he had to pay a fairly high a.mount of damages. ·Then 
it went into liquidation. It is now purchased by a firm or syndicate of four, one of whom 
is the late agent himself and an Ahmedabad man who is doing cloth business in Calcutta 
is another. . 

Q. I do not know If we need go b;.to the cases of the mills which have changed hands 
in such detail. But perhaps you will have a look through the li!lt.~ 

1. The India Spinning Mills. I was connected with the mills. 

. Q. The reaSon for going into'such details with you, Mr. Desai, is the fact that they have 
been put forward as mills which have changed hands, closed down or gone into liquidation 
as a result of severe depression. 

A. The first agent of the India Spinning Company had not large funds. He had a small 
shop and had some little money and just as others he also caught hold of some friends' 
and started this concern. He went out with the idea of starting a concern with old 
machinery. So he found a party in Bombay to sell him the old machinery of the Adamii 
Pirbhai Mills. The whole machinery of the Adamii Pirbhai Mills was purchased by a 
syndicate in Bombay. It was divided into two. Half went to Ujiain and half to Ahmed· 
abad for Ra. 12,50,000. There was some dyeing and bleaching plant. There was a 
dispute about that. The Ahmedabad man thought that he had half a share and the 
syndicate thought they had thq whole property. When the machinery came here they 
found it was teo heavy and they sold half of it again to a firm and that man paid one lakh 
-of rupees as earnest money and sent a cheque for 3 lakhs which could not be cashed. So 
the machinery lay here. These peop,e got the lakh of rupees but they had not suffici~nt 
funds te pay for the machinery; and they mortgaged it in 1921. The time for redemptIOn 
of the mortgage came and they could not pay. So as it was usual in Ahmedabad for 
everybody to rush to MangaIdas, this man also went for his assistance. Then I came on 
the scene. I was consulted and eventually Mangaldas a!'ranged to .take up that mill •. 
He got new machinery. I know as a matter of fact a lot of new machInery has been put 
in by Mangaldas. 

Q. What about the Ahmedabad Cotton and Waste Mills!. -
A. It is also one of the commission sharing businesses. They started with a waste 

'plant and they could not pull on. 
The Swadeshi Felt Cap and Hosiery Mfg. Co., Ltd., was originally a oaste concern. 

There is a caste of Boras who do business in felt caps and hosiery. One of the men of the 
·oaste teok it into his head to go into tha~ business and went to England and ~rmany, 
got his people to subscribe for the shares, and not satisfied with the felt ca~ bus\Dess he 
purchMed looms and then he purchased oil machinery. He had not suffiCIent funds to 
pay for all this ~nd he had to borrow money at a high rate of interest. 

1II0 y 422--26a 
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Q. The Shrinaga.r Mill 1 
A. Tha.t is one of the Sa.ra.spur groups. It cha.nged ha.nds a.nd it is supposed to be 

doing well. 
Q. The Manor Harkha Mills? 
A. That is 8.s old as my grandfather. A Kathiawar enterprising gentleman came down 

to Gujarat and he got old machinery and old men and put it there. It was an old curio. 
sity shop. I think it is still an old ouriosity shop. It was one man's oonceOl. It was 
not a company at all. Whether it ha.s now improved its condition or is still a mere 
curiosity shop one ha.s to see. 

Q. Sir Waghji MillS! " 
A. I know something about tha.t. We are just negotiating the working agency of that 

- mill with the Receiver. The Sir Waghji mill went into liquidation. Mr. Vaidya, a 
barrister in Bomba.y, a.nd another gentleman were appointed liquida.tors and they sold 
the property and it Wa.s purcha.sed by a firm of ya.rn merchants in Bomba.y who sold it 
directly to a company in Ahmeda.bad called the Gujerat Dyeing and Bleaching Compa.ny. 
I am not sure what it wa.s purohased for-14 or 15lakhs, but it wa.s sold for 18 lakhs of 
rupees to the Ahmedabad Company. The poor shareholders did not have sufficient 
funds. So that arrangement fell through. So that went back to the syndicate in Bom
bay and fortunately for the syndicate one of the members died and his est&te ha.s gone 
into the Receiver's hands a.nd Mr. Moos is the Receiver. With the permission of the 
High Court a loan of seven lakhs of rupees has been raised at 9 per cent. interest and the 
mortgagee is managing it, who in addition to thp. 9 per cent. interest is getting" per cent. 
commission on the sales. It is still working, it is not ("lased down, 

Q. You do not consider then I t&ke it, Mr. Desai, tha.t as regards any of these mills 
included in this lengthy list, their cha.nging hands, going into liquidation or closing down 
can be ascribed to anything but inefficient management? 

A. I sha.ll be opposing the experts! When the experts say one thing how can I say 
another 1 I am a 1&yman. 

Q. As a la.yman what is your opinion 1 From your internal knowledge of the working 
of these mills what is YO\11" opinion 1 

A. I think it is inefficient mana.gement and want of sufficient fn!ids. 
Q. I should like to &Sk you a question about audit. Do you think from your experience 

of the Ahmedabad mill industry tha.t the audit can be described &S satisfactory t • 
A. Since the new Act came inw force in 1913 we ha.ve ha.d certain auditors who under· 

stand their responsibilities. 
Q. But t&ke the group t·ha.t has gone into liquidation. The audit can ha.rdly have 

been satisfactory 1 
A. Absolutely unsatisfactory. 
Q. Then how does that square with your opinion that you have auditors who underst&nd 

their obligations ! 
A. There are auditors and auditors. This particula.r auditor was a special favourite 

of the agents and for concerns of tha.t firm of agents this man W&S the auditor and he 
blindly signed every pa.per put before him. I know &S a matter of fact that some of 
these auditors go through every entry, every item and if anything suspicious occurs to 
them they t&ke exp1&nations. But to strengthen the public confidence I should expect 
them also to certify a.s regards securities, or if any amounts are lent out how they are 
lent, when they were lent out, whether they are Ilecured or not. etc. The generality of 
these auditors are doing well. , 

Q. You think that there h&S been &n improvement but that sa.feguards are 

necessary! d ·1 d h' d' Th rt'l ofth' 't' d 't A. The Act oes not ay own t ell" Ut1es. e a 1C as ell" &SSOC1a. Ion 0 no 
1&y down those duties, but when we find such frauds, such huge frauds committed by these 
people and when it is a question of na.tional honour some steps should be t&ken. It is 
not a mere question of a few crores of rupees. When it goes out to the outside world tha.t 
there are people here who swallow to the tune of cror~ of rupees, that they are not de~ted 
by the auditors or by the shareholders or by the directors or by courts of 1&w:. It 18 a 
question of na.tional honour, and from that point of view I suggest there must be Improve-
ments. . 

Q. You think the Aot ought to be amended'. . 
A. As rega.rds tha.t I ma.de one suggestion, &S regards the amendment that the Com

pa.nies Act requires. that there must be a minimum subscription fixed before allotments 
could be made. There ill sometimes reasonable minimum subscriptions· fixed, but in 
some cases I think-I have come across one or two-the minimum was seven. The Act 
lays down that there should be seven shareholders and one has to 'take one share. So 
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the minimum subscription w .... seven shares. So .... soon .... a company is floated the 
p~omoter ~ a tho~nd rupees for these expenses. As soon as the company is registered 
WIth seven Blgnatones they proceed to allotment and then sometimes the gullible public 
are taken in. Instances have occurred in which application forms have been sold in the 
Ahmedabad market for two or three rupee.., mere application forms, sinlply because 

,some ~o~d Immea happened ,to be attached thereto. So I suggest that the mininluni 
subscnptlOn though not reqUIred by t!,e law ~ be retained at a particular limit, at least 
should be 50 per cent. of the .author~ed capital. Otherwise you go on taking capital 
and you cannot start any busmess, Wlt,h the result that you lose. There is a company 

, which I am liquidating. They have lost a lakh of rupees and that has come out of the 
poor shareholders. They got a large number of sharebolders, but there are certain 
concerns which have not got those shareholders. If the Act has to be amended it may 
be amended to that extent too. 

RajaHari Kiska" Kaul.-I should like to clear one or two points. Do you own any 
shares in any of these milIs here ? • ' 

A. Yes. 
Q. You are I suppose a, director of. several milIs ? 
A. I am glad I am not . ., In the present ma.nagement I do not care to associate. 
Q. Is it because you do not like to associate yourself with the management or is it by 

-chance that you nave not been elected? -
A. I ma.y be elected if I want to be but I do not like to be. 
Q. You have given two causes for the depression. One is inefficiency and the second 

is want of funds? 
A, My point is this. It is the defaloation of these agents, the bad management, the 

fraudulent management of these agents t4&t h .... led to the depression in the industry. 
Q. Then, you said something about want of funds ? 
A. There are certai1l. agents who start with very limited capital of their own. The' 

8ubscribed capital is very little and their own funds are very little. They cannot get 
sufficient. for working. 

Q. They start with insufficient capital, to begin with? 
A. Yes. Then this is a national industry and if the banks .... sisted in the working of 

it at moderate rates of interest taking everything into consideration, then it would be 
possible. 

Q. Dc you think there is necessi~y lor some assistance, some financial assistanoe, from 
banks ! 

A. Yes. 
Q. But you do not recommend it in the present state of inefficient managemen~ ? 
A. Whet,her a particuia.r concern deserves to be financed or not should be ascertained 

Q. Then you thlnk the only remedy necessarY is to inlprove the management and to 
secure financial &BBistance? 

A. Cheapen finance. At present they are paying 10, 11 and 12 pl'r cent. interest. 
Q. You do not think the depression is due to the costs of production being too heavy 

as compa,red with the prices at whi~h the outtum can be sold? 
A. I am not prepared to answer that question. 
Q. You have not looked into that? 
A. It is too technical for me, tha question of oost. 
Q. You have not looked into that? 
A. No, I have not lcoked into that. 
M,. Su/;fa R(J().-It is very valuable evidenoe that you have gi!enul!, but I should 

like you to give us some idea a~ to proportion. Of course in every mdustry there' must 
be a certain number of people who mismanage, and so on. But w?uld y?U not say that 
the number of mills you have described is not very large in companson Wlth that of good 

~. It is half and half. I think the mills at present working are about 65, and my 
list gives you... • • • ' 

Q. About 20 to 22. 
A. I think 31. 
Q. We have got one or two ginning factori".s and SO on. Then !lOme of the milIs have 

changed hands. So, how many separate mills are there which have undergone this 
chaptsr of &ccidents or cat&strophies ? 
, A Thirty-two. That is not even complete. I have notioed that I left out at least one, 
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Q. Apart from numbers have you any idea as to their relative proportion ~n point ot 
spindleage? What proportion do they represent of the capital invested in Ahmedabad ? 

A. I have not gone into that question. . . 
Q. Because a, /lumber of people might start small mills as in the war-boom and they 

might come to grief. 
A. Formerly almost aU the mills were started with a capital of five and ten lakhs. 

Therefore we may take it on an average that all those started with a capital of between 
five and ten lakhs. 

.Q. Taking the ;period before the war-boom, say between 1890 and 1916 how many 
mills came to. grief, you would say, through incompetent management or dishonest 
management? About ten ? 

A. No, more than that. About 20. . 
Q. About 20 had. this unhappy,history even before the boom period? 
A. Yes. • 

Q. You cannot give any information abou! the capital invf"ated in them! 
A. I 'should roughly take it as five lakhs on an average. 
Q. Each of them? 
A. Yes, each of them-share capital 
Q. Half the total capital in the industry in Ahmedabad? 
A. About that. 
Q. Then, turning to management, you make three criticisms_ One is about the direc

tors playing no important part, another about heredity and another about one agen~ 
having too many mills. But you have not told us how yon would prevent this! The 
great trouble is that the managing agents themselves hold a large number of shares and 
if they are prepared to vote in their own favour how do you propose to get rid of the-
trouble? . 

A. I can get rid of the trouble of the directors. I would make them responsible_ In 
certain articles of association it is said that a director shall not be responsible unless 
for his perwnal wilful misconduct. A learned judge of the English courts has laid down . 
that for misconduct there must be conduct, and for wilful misconduct there must be a 
will. So a Director by some sort of conduct, of misconduct, must willingly refuse to 11ft. 
That will be wilful misconduct. Only if that kind of misconduc;t is proved he is resr"u
sible. So I suggest that if the directors are made responsible even for their negligenr,,_ 
for their negligent action then we shall have directors taking lively interest. 

Q. That is to say, there are a large number of direotors who do not take sufficient 
interest? 

A. Why should they f People trust them. 
Q. You would have legislation and thereby save the confidence of, ihe people from 

themselves? Anyhow it is a question of legislation! . 
A. After the ruling of courts there must be legislation_ We have got the ruling of 

Indian courts. 
Q. Yau want to make direotors more responsible f 
A. Yes. 
Q. And how do you get over heredity Y If the heir of the previous managing agent 

inherits 50 to 60 per cent. of the shares, how can you prevent the heir getting the agency 
as the law stands now f The managing agent evidently has got a large stake in 
the mill. 

A. That is not always so. 
Q. To the extenl it is so Y 
A, There are some managing agents here who have very few shares in concer~ a~d still 

they are hereditary agents. Suppose I have, started a concern and I find It difficu~t 
to manage. I come to you and ask you to come t·o my rescue. All th~ shares rem~ 
with me and my oo-sharers and you are the agent and you get yourself appomted managmg 
agent with all the powers. 

Q. Can any kind of law prevent iliat Y If the shareholders approve of one man how 
can you prevent that! . 

A. One man can be trusted but there are difficulties in ilie way. ~e first ques?on 
that will arise is whether iliat agreement is a valid agreement, whether It offends aga~t 
the law of perpetuity or not. It is a question to be discussed hereafter when an OCC&Slon 
arises. Then iliere is also ilie legal difficulty about indefiniten~s. I~ some ca.s~ we 
find the agents are appointed for a particular number of years. Difficulties there will b~. 
I cannot help that. . 
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I,l. Turning to finance, you make three or four suggestions, the first being that agents 
shall not extend the miJJs by means of borrowed capital Would you make a provision 
for that in the a~icles of association or make it a part of the new legislation! 

A. In Bome. art.cles 80 far as I am co!1cerned I have made a provision that· the ext4\nt 
of the borrOWIng shall not exceed a part.cular amount. In some cases it shall not exceed 
the subscribed capital. In some specifio cases it shall not exceed the paid up capit&l. 

Q. You say that with reserve funds on hand they should not borrow! 
A •. Quite 80. ' 

Q. But when the funds are invested and when they want working funds! Is it not 
a common practioe to invest in ... xtensions ! 

A. Sometimes it is. If the reserve fund or any other fund is invested in the mill itself 
that is unobjectionable. Instead of that we find that it is loaned out. 

Q. I want to know from your experience to what extent reserve funas are invested in 
fixed plant in Ahmedabad or used as working funds or invested in securities. In each 
of these forms it earns interest 7 

A. On that point I am ,not m a position to contradict the gentlemen who were before 
you for two deys,because it was emphatically said that the reserve funds are invested: 
in outside securities. 

Q. No, not necessarily. A good deal of it is employed in .the working of the concern 
istelf, in the bu~ of more spindles, extension of buildings, etc. That is one use to 
which the fund can be legitinlately put. 

A,c Then my experience is this. Generally I find that the reserve fund is not liquid. 
It is almost invariably utilised for extensions of mills. 

Q. That is what I want to get from you. If that be so, if the mill wants more workirig 
capital to buy stores, etc., should it not borrow! . 

A. Then it may go to a bank and get .t. If my reserve fund is in my hands, in my 
block account, that is one thing; but if my block account is much less than my capital, 
my reserve fund and what is shown as cash in hand •.•••• 

Q. I understand that. You mean that when you have got your own capital available 
for use in a liquid form you must not then borrow? 

A. I invite your attention to the statement in oonnection with the Whittle mill. Rs. 33 
lakhs shown as with banks and bankers and all their block accounts were paid oft •.•••• 

Q. Was it really available? The money? 
A. They showed it to be available. 

Q. You are making a general nle about reserVe fund.q and their relation to borrowing. 
You are taking a specifio example; but generally should not a mill which has invested 
reservefunds •••••• 

A. If the Articles allow. I generally make a provision in the Articles which I make, 
that the reserve funds of the company may be utilised for the oompany's purpose, either 
for exteneion or for the purpose of working. Otherwise the reserve fund remains 
reserve fund. It must be available for special times. It must be invested in proper 
seourities. 

Q. Some suggest Government securities. I believe most nulls employ the reserve fund 
in their own workll in extensions. It is quite the exoeption so far as I have seen the
balance sheets to keep these funds in the form of liquid asset~. 

A. Very rarely. , 
Q. And therefore they naturally would require to borrow when they want more working 

funds! .' 
A. Then there will be a surplus block account. On that security any bank would 

finance. 
Q. We have not had that evidence before. Several witnesses have been speaking of the· 

difficulties of getting loans. Banks would want something more than the fixed plant as 
securi~- . • . 

A. Here is an agent getting a lakh of rupees. . If all the res.e~e funds a!e used up .t 
would be easy to get collateral security. There lUlght be a proVISIOn made WIth the banks 
or some amendment may be made in the Imperial Bank Act. . 

Q. You are not opposed t~ borrowing when the funds are already employed? You 
object to borrowing whe,n the nlills have funds available and do not fully employ them? 

A. Or given away to others. 
Q. That is a sort of malpractice. Then, you speak of the need. ~or ~orutinising the

"e(lurities. Your suggestion is that some of these may be paper secunt.es w.th ~o substanoe
bl'hind them. Have you any provision on this side for such to bp shown; If _any loan~ 

oJ, . 
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are given to'direotors or to firms in whioh they are interested, is there no any proVISion 
for these to be shown separately? 

A. In the model balance sheets we have that. 
Q~ You have got to show loans given to directors ! 
A. Here they do not show good and bad debts. 
Q. At least there is a legal provision which oan be enfom'ed ! 
A. It is not ,enforoed here. 
Q. There is a provision! 
A. When they show as oash in hand it is Dot a 1011.11. If it is a loan to a director 

or "to a concern it might be shown as a loan; but if .there is a current acoount with 
him it is not a loan. 

Q. You mean it is shown as cash in hand but it is really lent to the director! 
A, Ye9. 

lIfr. Majmudar.-You said the directors are not consulted in the matter of contracts. 
May I know to which contracts you refer! 

A, Any oontracts, building contracts, buying contraots, machinery contracts. 
Q. Buying contracta! Do you mean in the regular business of· manufacturhig! 

~.g., purchase of cotton and sale of cloth. 
II! A. Directors are ca.Iled only once in the course of a year, as I said before. When the 
balance sheet is prepared they are called to sign. In no business of ..the' concern are the 
directors consulted. Even if the agent wanted to make any extensions they are not 
eonsulted. For additional machinery they are not consulted. For ordinary ourrent 
eontracts you may leave it to the agents. to buy cotton and sell yarn or cloth, but when 
such important business is to be done the agents must oonsult the directors. 

Q, You mean that even when they spend lakhs of rupees for extensions, the directors are 
not consulted ! 

A. Yes.. 
Q. I could not follow a.II that you said about the depression in the industry being due 

to the loss of confidence consequent to the misappropriation by the agents of some of the 
eompanies. It may be true that some agents misappropriated the amount, it may be true 
that the confidence of the depositors is shaken. it may be true that a thousand people or 
two thousand people who deposited money have lo.~t. But how does it affect the 
sale of products of the mills! 

A. They have not got funds. 
Q. These people would form about five to ten thousand people. How much cll!th would 

they oonsume! 
A. Not individua.lly. There are. cotton merchants who have dealings with these people 

to the extent of lakhs of rupees. If lakhs of rupees are available they may be utilised in 
their own business. in yarn business or assisting cloth shops or in various ways. 

Q. But if the mills are selling their produce throughout India through agents and firms. 
naturally there ought not to be any diffioulty in the- sale of the produce. because a large 
number have not suffered due to the misappropriation by a few e-gents. 

A. Ahmedabad goods are sold throughout India. Very often they have their consti. 
tuents in Ahmedabad-buying agents. A firm in AmritSB.r wants to purchase goods in 
Ahmedabad. Say that it wants to purchase goods for 25,000. The firm in Ahmedabad 
has not got sufficient finanoe to assist. 

Q. It does not mean that. the merchant oommunity as such. h~ disappeared from 
Ahmedabad or from Gujarat. The trade has not stopped. 

A. The trade hits not stopped; but it has sunk. In 1918 and 1919 a large number of 
cloth shops were started in Ahmedabad in expectation of good times. They came into 
existence for a short time and then they disappeared, after 12 months, after a loss. 

Q. The present position.is that the mills are not able to sell their products and if they 
are able to sell, it is at a loss. What oonnection has that with the misappropriation by 
.a. few agents that you mention! 

A. The merchants in Ahmedabad or round about are not in a' position to stook 
suffioiently. As regards their sales they have not suffioiently advertised themselves. 
Some of the.se mills might be turning very good quality of clot,h, but people in 
Ahmedabad do not know the existence of the oloth in Ahmedabad. When they go to 
Amritsar they come to know of it. What have they done to popularise the cloth in this 
distriot! Why should they go to Amritsar or Delhi or some other place' 

Q. That depends on the prices they get here and in Amritsar. 
A. That is not for a lawyer, but for an expert to say. 
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Q. So your ouly argument is that the depreesion is due t.o the fact tnat the 
merchants having lost money are not able.to export goods to the different tJentres ? 

A. In the same quantity as before. 

Q. And that is why remunerative prices of cloth are not realised! 
A. There might have been other re&IIons also. I cannot say. 
Q. SO the depression in the industry or the mills not making profits is not due to the 

misappropriation of money by a few agents? Misuse of money by a few. agents coold 
not be connected with the mills having to sell their goods at below the cost of production. 
That is difficult to understand. . 

A. I will try to explain. I am a bad agent; I have misappropriated Rs. 10 lalli. 
Another is a very good agent. In ordinary times I could get deposits at 6 or 7 per cent. 
and he cooId get deposits at 5 or 6 per cent. for working capital. As a reaolt of my mis· 
oonduct he cannot get that deposit. So he most rapidly dispose of his goods. 

Q. You moon owing to the want of confidence of the depositors the other mills are not 
getting money! 

A. Yes. 
Q. Aud therefore those people are cutting the prices ? 
A. Yes. 
Q. SO you mean that the depression is due to the internal competition of the mills to 

elear off their stocks ? 
A. I should think so. 
Q. Have you any idea of the remuneration paid to the auditors here ! 
A. Yes. They get between Rs. 200 and 350 per audit. That is an yearly audit. We 

have not got running audit here •. 
Q. You consider that to be a sufficient remuneration for auditing the concerns ? 
A. No; to audit a turnover of 50 'lakhs I expect at least.. Rs. 1,500 if I were an 

auditor. 
Q. You refer to these small concerns having gone to dogs owing to shortage of finance 

and also because they were small concerns.', . 
A. They are not small concerns. At one time a weaving establishment of 200 looms 

was oonsidered to be a fairly good one. The Fine Mills had for a long time 200 looms and 
the Oriental Mills had about 250 looms. The Srinagar mill had 250 looms. I do not 
think the smallness of the plant has anything to do with it. 

Q. Was it mismanagement? 
A. Yes. Inefficient management. 
Q. You mean they cooId not make profits owing <to ineffioienoy of management? 
A. If I do not know anything of the business I am certain to lose. Most of these 

concerns were started by sons of noble families who won't stoop their backs to do any· 
thing. They cooId not go to the mill and work and what can you expect from them 
but failure! . 
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ANNEXURE A 

The ltajnayar Spinning and' Rajnagar Ginni·nf/ MiUs changed hands by reason of th' 
financial inability and general incompetenc.e of the agents. 

The Hitulihu Mill, and Gu}arat Gatton Mil! (Kakaria) went into liquidation because cf 
the agents mishandling funds of the company. The liquidation of the latter, the Hitwar. 
dhak and the Fine Mills was due to the smallness of the capita!. 

The Jubilee MiU8, the Motilal Hirabhai Mills and the PursMtam Mills were at on& 
time in the hands of mere ordinary people and they had to part with the agency and the 
new agents brought these concerns to a good position. . 

Ahmedabad Ad/'aIWe.-This company had gone into liquidation because its ~t agents 
could not arrange about financing it. Mter it went under the manaO'ement of Tatas it 
became an ideal concern. 0 

The ilehangir Vakil Mill8.-The first aO'ents transferred the aO'ency becauSe they could. 
not work it efficiently. 0 0 

The Bombay V tZ80 Mills.-This company was started by a Municipal engineer in cha.rge 
of the water works. It went into liquidation. It was purcha.~ed during the war boom 
by a party who backed out of .the contract and paid damagl'S. It is now working as the 
Rustom Jehangir Mills. 

The Ahmedabad Waste Cotton ·Company-The first agents ga~e up the agency. The. 
share capital has been reduced and it is now under new management. 

The ZaL'eri Spinning Company was originally started by Lallubhai Raichand who in 
difficult times handed over the management to Nagersheth Manibhai. During the 
minority of his son the management was under the late Sheth Man.qukhbhai, but when 

• the agent came of age he could not manage it effioiently and it was wound up and the-
property was sold. 

The Hathising Mill.-The first agent could not finance it and it has ohanged hands. 
The Hemahhai MiUs.-The first agent could not work it so they gave up the agency. 
The I'lldian Spinning Company had to change hands because old machinery was pur-

chased during war time at a high price and the a"uents could not arrange to finance it. 
The Swadeshi Felt Cap Manufaduring Company went into liquidation because the 

agents went in for looms a.nd oil mill machinery. The mill did not start; some machinery 
was unpacked. . 

The Oriental MiUwent into liquidation because machinery was purchased a.t high 
price during the war boom. Some looms were not erected. The company went into· 
liquidation before it started the mill. Agsnts could not finance it nor could they arrange
for a change of agency. 

lIfan-whai Dalp"tbkai Group (about 50 lac8 of defalcations) 

Saraspur 
Edward . 
Srinagar (saved from liquidation because the agency was transferred). 

Whittle Mills 
Swadeshi Mills 
Asarva Mills 
Surat InduAtrial 
Viramgo.m Spinning 
Viramgam Alfred 
Viramgam Industrial 
Nandarbar 
. Thotana 
Kathiawad 
(',olliery 
Boring Works. 

Naginda~ Group. 

Broach. 
.. I Ahmedabad: .. \ 
•• Surat . 

. • } Viramgam. 

: :} Gmnerles . 

Nearly one crore of dcfalcat,ions. False
balances were prepared and a.ll 
manners of fraud.; perpetrated. 

Ths Ahmedabad 1I,etJ) Spinning, Baripur lIfi1l8 and Altmedabad Vepar UUej/lk.-These
three were under the management of Lallubhai Raichand. He speculated in shares to 
finanoe which he had utilised the funds of the Ahmedabad New Spinning Mill and the
saIDe were utilised for finanoing the other two mills. Lalshanker was a partner in the
working of the last mill and he took ov('r that management. Lallubhl1.i's insolvency 
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Jed to the luquidation of all the three concerns. Unsecured creditors and shareholdel'tl 
lost everything. 

Plaa All1neda1Ald MerduJnl8pinning MiU. l'f/tdiad Swade&hi. and SU,tM Jafaralll MilU.
The group of Ambala! Sakerlal came ~ grief because of inefficient management and want 
of finance. 

The Gordhan SpinninJ Milia came to grief because of inefficient management and 
insufficient funds. 

The Blw.ratkho.nd CoUon MUla changed hands because its first agent had appropriated 
its funds for his private purPOBel!. 

The' GomtifU' Spinning CowJpany and Vi8hnu Cotton Mills went into liquidation 
because of want of funds. 

The Unit'ersal Milia wentbito liquidation because an old mill was purchased during 
the war boom at a high price. 
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Witness No. 83 

THE MANAGING AGENTS OF THE FOLLOWING MILLS :

(i) The Ahmedabad Fine Mills, Ltd. 
(2) The Ahmedabad Shri Ramkrishna Mills Co .• Ltd. 
(3) The Shrl Vivekanand Mills Co., Ltd. 
(4) The Hirabai Manufacturing Co., Ltd. 
(5) The Shrl Laxml Weaying and Manufacturing Co., Ltd. 
(6). The Raipur Mills Co., Ltd. 
(7) The Ahmedabad Jupiter Spinning, Weaving and Manufacturing Co., Ltd. 
(8) The Mohini Mills, Ltd., Kushtia, Bengal. 

Written Statemenj dated 23ra AUfTU81 1926 

We the.undersigned have the honour to submit that our mills are not provided with 
spinning departments and we mostly consume yarns above 408 count imported from 
England as our raw material for the purpose of manufacture. We beg to invite your 
attention to the report of the Fiscal Commission which definitely criticises the levy of 
a per cent. import duty on yams. When all other mills in India consume cotton as their 
raw material without the burdenofany such dutyitis highly inequitable and unfair to tax 
large consumers like mills at 5 per cent. on finer yarns which are their raw material. We beg 
to submit that the duty on yams above 408 be wholly abolished and if this ultimately be 
not practicable, a rebate of duty should ·be granted to all the mills who like us 
consume yarns of counts above 408 as their ra. w materia.! for the bona jide purpose of the 
manufacture of cloth at the end of the year as is being done in the case of sa.lt used for 
industrial purposes. We authorise Mr. G. I. Patel, B.A., M.L.cr., to give oral evidence 
on our behalf to the Board and hope you will kindly examine the details of the 
disadvantages under which we have been. labouring since 1921 and will make the 
necessary recommendations. 
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Witness No. s4 
Mr. G. I. PATEL, Managing Agent, The Ahmedallad Fine Mills Co., Ltd., 

Ahmedabad 

WriUen BtatefMm dated the 28th August 1926 

. I have the honour to submit the following facts for your consideration and to enclose 
copies of oertain resolutions recorded in the reports of the Ahmedabad Millowners> 
Assooiation and of correspondence~ with the I Govern ent of India on behalf 
of 1lertain mills which have no spinning departments and which depend practically on 
finer (oop) yarns imported from England for their wo~king. 

Yarns over 40s counts are consumed by suoh weaving mills for the manufacture of 
cloth and practically these yarns ue the only raw material to them as cotton is to the 
spinning or the spinning and weaving mills. When mills provided with spinning or with 
the combined processes of spinning and weaving consume cotton as their raw material 
without any burden of duty it is but fair that mills provided with the prooess of weaving 
only should n01l'be taxed on their raw material, tJiz., yarns at 5 per oent. 

I beg to therefore request you to oonsider the details mentioned in the papers enclosed 
herewith and to reoommend the abolition of this inequitable import duty on counts 
over 40s when several thousands of handlooms and powerlooms in this country are depen. 
dent on such yarns •. The los8 of the revenue to Government may be compensated by 
an inorease in the duty on counts below 40s which directly compete with the production 
of Indian mills. Such a step will protect the handloom and the mill industry of the 
oountry and will materially restrict unfair foreign competition. 

I may be permitted to point out that since the imposition of this duty in 1921 two 
weaving mills in Ahmedabad have gone into liquidation, after suffering losses and at 
present out of the remaining nine, six ue suffering very badly. I shall be glad to give 
oral evidence on this subject when the Board holds its sittings in Ahmedabad. 

AlIrNEXUBE A 

(i) .Telegram dated 7th AuguBt 1925, to the Oommerce Member, Government 0/ India 

We nine simple weaving sheds under continued depressed conditioD8 pay five per cent. 
duty on English yarns, our chief raw material and also pay on cloth excise duty. Double 
duty burden has ruined situation.. Kindly arrange refunding yarn duty on yarns we 
actually oonsume. Letter follows. 

(Ii) Letter dated 7th AuguBt 1925, to the Oommerce Member, Government 0/ India 

'1 b'eg to confirm herewith a telegram sent to you to.day, copy whereof is enclosed, and to 
state that the facts of our said case are 'printed on pp. 29 to 32 and 51 to 61 of the Annual 
Reporli of the Ahmedabad ~owners Association, for the year 1923, enclosed: under a 
separate cover. Simple weaving sheds mostly consum~ fine yarns importedfromMan
chester and it is obvious that in times of acute depression the import duty of 5 per oent. 
on our raw materials along with 3t per cent. Exc~e Duty on the finished manufacture 
from this duty paid raw material would naturally crush the very existence of such mills 
in India. In view of the strong recommendations of the Fiscal Commission a total remo
val of the import duty is long overdue, however as a measure of immediate relief to the 
oonsumers of finer yarns the system of giving rebate of this duty to the bona fide oonsumers 
in the manner in which duty on sal't used for industrial purposes is refunded will prove 
of great assistance and relief. In case it is .necessary to discuss this matter with you 
personally the group of the weaving sheds mill agents will be glad to depute two represen
tatives to wait upon you in a deputation. 

(iii) Letter dated 28th AuguBt 1925, to the Oommerce Member, Government 0/ India 

I have to invite your attention to my letter of 7th August, reply to which has not yet 
been received by me. 

I may be permitted to point out that the Bombay Millowners' Association and the 
Ahmedabad Millowners' Assoojq.tion have strongly recorded their opinions against. the 
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,import duty on yam. Mr. J. B. Petit, the representative of the Bombay Millowners' 
Association in his oral evidence before the Fiscal Commission has stated as under :-

"At present I think the Association is of opinion that yarn should be left free of 
any import duty and that opinion has been arrived at principally because we are convinced 
that the bulk of these imports is used in the handloom industry. " . 

The reoommendations of the Ahmedabad Millowners' Association are mentioned on 
pages 29 to 32 and 51 to 61 of the report for the year 1923 which was forwarded with my 
letter to IOU of the 7th August. In the present circumstances the refund of duty to the 
mills using cotton yarns will obviate all difficulties. 

(IV) Letter dateel318t August 1925 from the Oommerce Department, Government of 
Inelia, ' 

-On behalf of Sir Charles Innes, I acknowledge yo~ letter of August the 28th about 
import duty on yams. I am not certain whether you write in your own capacity as a 
managing agent of a group of spinning mills, or whether you write on behalf of the 
Millowners' Association of Ahmedabad, of which you are a Joint Honorary Secretary. 

2. The points a!ld references in your letter will be noted. • -

(V) Letter elated 5th September 1925 to the Secretary to the Government of Inelia, 
Oommerce Department 

I am greatly thankful to you for your letter No. 281-T.(3), dated 31st August 1925. 
I have addressed this requisition to the HOl?-ourable Member for Commerce on behalf of 
nine simple weaving mills worked by different millowners in Ahmedabad. This fact 
will be cleared from my telegram dated 7th: August 1925. These weaving mills consume 
fine yarns which are manufactured by Lancashire mills in the specialised form of long 
(lOpS wound on small paper tubes for both warps and wefts. The 5 per cent, import duty 
on such yams not only affects adversely the easy import of these cop yams into India 
but puts suoh simple weaving sheds which consume them in large quantities in preference 
to local yarns under heavy strain of paying 5 per cent. import duty on their chief raw 
material of manufacture on the one hand and of paying 31 per cent. excise duty on the 
manufactured article prepared from the same duty-paid raw material on the other. This 
-double tax completely ruins the position of such mills. To quote an example I may be 
permitted to say that certain mills pay about one hundred, thousand rupees as import 
duty on yarn and excise duty on cloth manufactured from the same yarn and 
(lonsequently incur losses on their annual working. One of the weaving mills has 
already under these circumstances closed down and has gone into liquidation during 
the last year and if no relief is afforded to such mills the condition of others would 
be very serious. 

With a view to placing before the Honourable Member for Commerce t,he attitude of 
the Bombay and Ahmedabad Millowners' Associations on this question I had quoted in 
my previous letters favou,rable references from their reports in order to make out a strong 
and clear case for this request, I further beg to enclose herewith a copy of my evidence 
before the Indian Fiscal Commission as a representative of the Ahmedabad Millowners' 
Assooiation and invite your attention to pages 6 and 7 where I have stated: "I have to 
pay duty on English yarn which I am importing on the one side and on the other side 
I have to pay 71 per cent. ad valorem duty on my finished product, I have ttl pay on 
tlul whole 121 per cent. and the other mills whioh are weaving from local yarn have to 
pay aocording to a particular kind of schedule, etc. " 

In these circumstances, for all simple weaving sheds at whose instance I have 
approached the Honourable the Commerce Member for the redress of this serious and 
continued grievance it will be a gree.t relief if he will be kind enough to refund the duty 
at least on cop yarns to them on the lines on which duty for salt used for industrial purposes 
is refunded to mills and factories. The agents of these weaving sheds will also be glad 
to send a deputation, if necessary, to discuss this matter with the Honourable Sir Charles 
Innes. 

(VI) Letter elated 25th September 1925 from the Oommerce Department, Government 
of India 

I am directed to refer to the correspondence ending with your letter dated the 5th 
September 1925, on the above subject. and to say that the Government of India regret 
that they are unable to reoonsider the decision conveyed to you in this Department letter 
No. 281-T., dated the 24th April 1924. 
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Witness No. 84 

M~ G. I. PATE4 AHMEDABAD 

Oral Evidence reC(6atd at Ahmedabad on the 15th September 1926 

Pr68ident.-I understand that you appear before us now not as Honorary Secre. 
tary to the Ahmedabad Millowners" Association, but as representing seven mills 
in Ahmedabad which have-no spindles. 

A. Yes. 
Q. Your mill is the Raipur Mill? 
A. No, the Ahmedabad Fine 'Mills. 
Q. I find that the Ahmedabad Fine Mills has 226 looms, the Shri Ramkrishna 

haa 372 looms, the Shri Vivekanand Mills 224 looms, and the Himabhai Manufac· 
turing Company, 376 looms; I cannot find the Shri Laxmi Weaving and Manu· 
facturing Company in the Millowners' Association's list. 

A. That was previously the Swadeshi Felt Cap Company. That has been pur· 
cliased and it is re·named the Laxmi Mills and the new man has put up several 
new looma. 

Q. How many looms has it got? ' 
A. About 200. 
Q. But he has not installed any spindles? 
A. No. - ' 

Q. That is rather optimistic; The Raip\lll Mills have 190 looms and the Ahmed. 
abad Jupiter Spinning, Weaving and Manufacturing Company, 388. We shall be 
interested to know how you reconcile your views in your present capacity with 
those expressed in another capacity. The Ahmedabad Millowners' Association have 
advocated a duty on all counts below 60s. They have also maintained that the 11 
per ceut. protectio!1 on cloth has been of no· use to the industry whatever. Pre· 
sumably therefore the 5 per cent. duty ou yam had a still smaller protective effect, 
buil now you argue that the 5 per cent. duty on imported yarn is a distinct burden 

,on these mills. 
A. Yes; my suggestion is that duty on imported yam should be increased on 

all counts below 40s .and that it be abolished or reduced on all finer counts, which 
are manufactured to a very small extent by the Indian mills or that these weaving 
mills be given a rebate as in the case of salt. 

'Q. How are you ever going, on your own showing, to encourage the manufacture 
-of counts above 4Os? 

A. That is what the Association have said, that on all counts below 40s the 
import duty should be increased on cloth and yam and that was afterwards extended 
up to counts of 60s. I have no objection to that. On behalf of these weaving 
mills also I go to the limit of having a smaller duty, or no duty at all on yams of 
'counts above 60s. 

Q. What are the majority of these mills using? 
A. 50s and .70s, 60s and 80s and 80s and 100s. So we are nearer the limit, 

'that has been prescribed hy the Association. 
Q. You are now willing to fix the line at 60s? 
A. Yes.' . 
Q. Do you consider that thE% small mills like these without spindles and a very 

small number of looms can he considered economical and efficient? 
A. Of course in Ahmedabad previously when the mills were started they ,!"ere 

{In a small basis. Some of the mills, for example, the RamkrisJ:tna and the H,ma· 
bhai, stood fairly well for all these years.. . 

Q. Are they standing fairly well to'day? 
A. Not to the extent at which they stood previously. 
Q. Is thall troe of all the mills? 

. A. Comparatively they are now helow the previous level. . 
Q. It comes to this that you do not ask for protection; what you ask for IS the 

-removal of protection? " ' 
A. It is a help to the mills which suffer very. badly beyon~ certain counts, 

'because yam is _ a Taw material to them as cotton IS to other mills. 
Q. Have you worked out what the rate of rebate would be? 
A. The poundage of yam is shown in every statemep.t of annual consumption 

'With regard to every mill and from that the average mIght be struck off. 
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Q. If you struck it off, let us see what it would amount to. It is nO"t much 
use asking for something unless you know exactly what it is going to cost. You 
have to work out in two ways. You now say you will be content with protection 
above 60s. 

A. It woul!1 be Rs. 2,00,000 every year. That is the saving in duty over all 
these mills. 

Q. If a reba~ is given you, it seems a'little difficult to see why it should not 
be given to the handloom industry and then you open up a large question. After 
all, these yarns above 60s are largely used in the handloom industry. 

A. That is for the Board to consider and not for' me. 
Q. It is also for you to consider because you have to consider the possible effect 

in all directions. _ 
A.. If the duty is removed on all yams beyond 60s, I would not object. 
Raja Han Kishan Kaul.-Are there any mills which spin lower counts, but 

import higher counts and weave from them? 
A. Hardly any because the mills are mostly installed with their own spindles 

and they have sufficient yam to consume. 
Q. For the coarser cloth? 
A. Yes, and some of them have also surplus. yarn which they reel and send 

out. 
Q. Are there, any mills which spin finer counts and at the same time weave 

coarse cloth? 
A. Those mills which have weaving machinery ,cannot spin their yam. 
Q. Those who have both weaving and spinning? 
A. Hardly any. If finer counts are paying to them at certain periods they 

may import to some extent but that is a very rare and far fetched case. 
Q. Because if there are any such mills and I believe there are some-the rebate 

would have been extended to them as well. 
A. I do not think any mills arl! doing it except in solitary. and very rare cases. 

This is hardly possible . 
. Q. Yon ordina.rily spin up to 30s or sometimes 40s. But there are many mills 

which are spinning yam up to 60s which you import. 
A. I have no spinning department. 
Q. Those which have spinning departments could not spin 60s and 40s? 
A. There are only two mills here, the Calico and the New Textile. These have 

along with coarser, finer yam spindles. 
Q. And they are themselves 'weaving finer counts? 
A. They themselves are weaving all their counts including 60B and 70s. The 

Calico is also weaving 80s and 100s. They spin their yam and they weave. 
Q. You do not think there are any mills to speak of which import Yarn! as well 

as spin yam? , 
A. I do not think so. I told you already that, in exceptional. cases, when there 

is a high and abnormal marlfin. possibly so~e mills may think- of importing and 
weaving a few bales. But this IS hardly pOSSible. ' 

Q. Do you consider it economical. to import yarn and weave it here instead of 
spinning it? Can you compete with Lancashire by importing yam from there and 
~eaving it? 

A. We used to compete with it for many years. 
Q. Is it on account of lower wages? 
A. It is one of the factors and our cost on the total consideration may pay us 

something in weaving from those yarns. 
Q. Because tpeir labour is more' expensive? Their ,overhead 'charges must be 

less. 
A. I would take it from the other point. If we weave from coarser counts by 

getting yam from loca\ mills we have to stand competition with those spinning and 
weaving mills. There is no chance of making ag.y profit by getting coarser yarn. 
There is some margin and at certain periods the margin may be reasonable by 
importing finer counts and producing cloth from them. 

Q. You simply save on cheap labour, because ordinarily you will not be able 
;0 save on the price of cotton? 

A. At least we may sometimes save in the purchase of yam at a particular 
time. 

Q. But your chief advantage is cheap labour and if on this basis you do not 
Dlake 'sufficient profit there will not be much reason to complain? 

.0\. Not in that case. 
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Q. 80 that, in the OMe of 'these weaving establishments, if there is a depression 
because of this margin being very narrow there should not be much cause to com-
plain. For after all you are importing yarn from Lancashire. . 

A. But if the raw material is taxed they have got a reasonable gr16vance. 
The yarn works out as a raw material to such mills and according t.o the. Fiscal 
Oommission- partly manufactured articles which work as raw matenals.to some 
industries must have some preference. 

Q. But your argument is this. It is exactlY opposite to the other argument. 
The Millowners' Association want protection '"because the' margin between the 
cost price and the selling price is not sufficient. They want to keep out foreign 
goods and to redullB competition. You want a rebate here to reduce your cost 
of production in' order that you may be able to import goods from foreign 
countries. . 

A. On higher counts; that is the main difference. I do not contradict the 
Association's demand. 

Q. They are two opposite grounds. 
A. The Association has confined itself to (Os and below hi. their written state

ment and in theiI1 oral evidence they went to 60s. I still maintain that linlit ot 
40s and subject to that I go higher than that linrit. 

Mr. Subba Rao.:-You say "those that import raw material for the bona fide 
purpose of the manufacture of cloth" and so on. For what other purpose is .yarn 
imported? 

A. For selling purposes also. Suppose yam is imported by a merchant - for 
selling it to another merchant who sells it to a third merchant. Thus there Ip.ay 
be selling of yarn also among the merchants. 

Q. Ultimately it has to be woven into cloth. 
A. By mills or by some other pecple. 
Q. Therefore you want to give a special encouragement to direct purchasers 

and not to those who unfortunately have got to buy through dealers? . 
A. Because we are manufacturers and I understand from past precedents that 

those wbo consumed large quantities as manufacturers were given concessions in 
certain forms, as for example, when stores were imported previously there was 
exemption to the mills.. . 

Q. It is not because. of large purchases, because of their use as raw material. 
Now in tl:\e case of yam. don't you think the handloom weaver is, compared with 
you, at a. greate~ disadvantage? Why do you want to get a rebate and let that 
man go WIthout lt because he has to buy from a dealer?' 

A. I would support handloom people beyond 60s. 
Q. You are in the first instance for the abolition of the duty? 
A. Yes and if thav is not possible then let a rebate ,be given as it was given 

in other cases of salt and stores. 
Q. It would be more logical if you abolish the duty beyond £Os and not ask for 

any speoial trea.tment for those weaving establishments. 
A. That is BIt .alternative. 
Q. Which would you put first? 
A. I would put my own first because there comes the. question of Government 

revenue. 
Q. After all the import of yarn above 50s is small. . 
A. But in the other case the amount would be larger that is if you abolish the -

dutv. -
Q. The total amount of yam above 50s is 2 million Ibs. and the interest of the 

handloom weavers is quite as important as that of the few weaving establishments. 
You are not opposed to that? 

A. No, beyond those comits. . 
Mr. Maimudar.-Which qualities do you manufacture out of this yarn? 
A. Dhoties, sarees, shirtings, mulls. ' 
Q. Do the bandlooms manufacture the same qualities? 
A. I think they manufacture themm -.Calcutta and some other places. 
Q. Do you export cloth to Calcutta?. . 
A. Yes, whenever there is a favourable market and there we have competition 

from the Japanese people m the same sorts. 
Q. And yeu come in competition with English goods also? 
A. Yes. . . _. _ . 
Q. If you are commg m competition with the handloom industry is it'not fair 

that if the duty is taken away, it should be taken away for both? _ 
A. We are not commg in direct competition with handloom sorts. ~. sorts 

are different. For. Calcutta "We .manufacture with ~ize. Fer Bombay we manufac. 
ture bleached sans and dhotles. I do not thmk that handloom people ant 

110 Y 422-27 
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manufacturing ~oods with size as we are manufacturing for Calcutta people. 
That i~ in extremely fine counts. 

Q. SO your contention is that so far as the handloom industry is concerned you 
do not come in competition with it. 

A. Certainly, not. • 
-Q. I find from this statement that Bome' mills are able to make good profits. 
A. Yes only in two cases. Out of seven, two are making fair profits and there 

too in the first the original capita,! was greatly reduced, while in the other they 
'have built up large reserves durinl boom periods. The comparative statement will 
1!how the variation in the figures of profits of each mill. .• 

Q. At present you' are not able to make any profit? 
A. No, not at present. • 
Q. I do not think you have, ever compared the cost of production here with the 

cost of production of English manufacturers? You had no chance to do so? 
A. We have no figures of cost for English production. . 
Q. Are the English goods sold at a lower rate than the goods manufactured by 

you? • 
A. Some of the sorts are sold at a lower rate, because they have got a protection 

of, 12~ per cent. owing to exchange. 
Q. Is there internal competition in these goods? 
A. There may be among the' mills that manufacture these sorts-I mean' the 

weaving sheds mostly. 
Q. You are not able to get your price due to that or due to the English manu· 

facturers selling at a low price? . 
A. Both. 
President.-Is that not much less competition now from the English manu

factu~ers than there was two years ago when they had not the advantage of the 
12~ per cent. exchange of which you speak? Have not the imports from the 
United Kingdom gone down? . 

A. But the mills which' I represent are practically manufacturing the finer sorts 
whic\l are mainly being imported from England. ' • 

Q .. Not being imported to thE! same extent as they were? 
A~ That may be for the whole total. But at least the sorts which we receive 

from England are Competing with the sorts .which these weaving sheds manufac
ture from imported yarn. 

Q. 'I.'he competition cannot be as keen as it used to be because there has been 
a great falling off in British imports? ' 

A. I do not subscribe to that. 
Mr. Majmudar.-Have you tried to manufacture these qualities from yarn manu

r actured in India? 
A. We cannot get suitable yam in India as we get in England. It is not 

possible to get finer yarn( from any of these local mills in the form in which it can 
be had from England. In England they are wound on a paper tube. We have 
tried such yarn once or twice through the Bombay mills but that 'was most unsatis-
factory. , 

Q. SO you think there is nQ other alternative for you? There 'is no chance of. 
your making profits except if the duty is taken off? 

A. Or if the import duty on all cloth imported into India is increased to a high 
figure. We would not care to have any rebate on yarns provided we get protection 
by having a high import duty on all cloth imported into India. 

Q. It is not possible to reduce your cost of production in any way? 
A. It is not possible. 
~. How many looms is each weaver minding? 
A. Two looms. 
Q. In the case of fine counts in England the number of looms which each 

weaver minds is greater. Could you not try the same? 
A. In my opinion it would. be very diffioult hero because the number of tbreads 

in a. finer piece is greater than tbe number of threads in a coarser piece and 
therefore the weaver has to be very mindful for even' a small chira or damage. 

Q. But the weft cop lasts longer in the calAl' of the fine count than in the case 
of the coarser. So the cop has not to be changed so often and therefore it ought 
to be possible for a weaver to mind more looms than in the case of the coarser 
oounts? . 

A. Our experience is quite the contrary. 
Q. Is that because of bad warp? 
A. n a weaver is given more than two looms in fine counl it is impossible to 

get the same produotion and the same quality. 
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Q. Have. you comp~red your production with that of the handloom? Do you 
stand to galD by worklDg power looms as against the handloom? 

A. If you compare the total cost of a handloom and a power loom including aU 
expenses I think there would be some variation. But I do not know_ how much it 
will ~e. If the variation is very great we would be making very high profits, but 
that IS not the case. 

Q. In the case of fine counts you are obliged to run the looms at a low 
llpeed. With a high wage to the we~ver and all the preparatory expenses. it 
may happen that your ~ost of produ~tlOn may wor.k out to such a figure that 
the' handloom weaver Dllght very eaSIly compete WIth you in spite of the fact 
that his production would be lower, because your production in the case of fine 
-counts due to the slow speed of the machinery may not be very high as com· 
pared to the production of the handloom. 

A. In finer counts we have to produce such sorts which have complicated borders 
oand fancy designs and there are no breakages. 

Q. SO on the whole it appears that there is no. particular reason why the power 
looms for fine count weaving should be encouraged at the expense of the handloom 
industry? 

A. I do not say at the expense of the handloom' industry. I have already said 
on certain counts you should give protection to both. Secondly by raising the 
import duty on all cloth you give protection to all handlooms and power looms in 
the country. ' 

Q. You have not tried giving a weaver four looms? 
A. We have tried, but we have not been successful. 
Q. You have not tried automatic looms? 
A. We are working some dropbox looms. But we have not tried any' automatic 

looms. 
President.~I do not quite understand the point of the secOnd paragraph of your 

letter to the Secretary to the Government of, India, Commerce Department, in 
which you say .. I have t{) pay duty on English yam which I am importing on the 
one side and on the other side I have to pay 71 per cent. ad flalorem duty on my 
nnished product"? 

A. That was when the excise duty was levied on mills. 
Q. How do you work that? , 
A. The system of assessing production in Ahmedahad mills was quite different. 

If in a Bomhay mill a sized piece or 6 pounds was· assessed at a certain value in 
the Ahmedabad mills the same piece with less yam was assessed at the same. 
rate. 

Q. & put shortly what you meant was that the 31 per cent. excise duty worked 
{lut to 71 per cent. on your fine stuff? 

A. And to the extent of four per cent, on the coarser stuff produced in Ahmed
ahad. I will explain fUrther that in bleached sorts we had to pay ad !,al.orem, 
11.nd we were msnufacturing mostly all hleached sorts. Therefore the lDCldence 
was higher in bleached sorts. 

Q. That refers to days gone by. You are now getting an advantage of 71 per 
.cent. which you had not at this time last year. . 

A. But it is a common advantage with all the other mills. 
Q. You get 31 per cent. more than they on your own showing. 
A. Then our profits will show that next year. 
Q. I hope so. I am only arguing from your own figures. You had some 

~rrespondence with the Government of India on this subject and they referred 
you to a. letter of 1924. Did they give you any reasons for turning down your 
request' or did they just turn it doWn without reasons? '., 

A. They said that they were unable to accede to the request co~talDed m the 
memorial forwarded by us. That was the letter of the 24th Apnl 1924. 

Raja' Hari Kishan Kaul.-You are asking for protection on y8.rn which yon 
import from England and manufacture here? • . ' 

A. Or I am asking for protection on all cloth =ported lDto ~1S country. Th~t 
is the first thing that I would ask for_ If the duty on all .=ported cloth IS, 
increased I ask for no protection. It is protection fOif the whole mdustry and I am 
included in it. 

Q. Then you give up your 'case for the weaving sheds? 
A. Of course if the cloth competing against me is highly' taxed n~turally my 

margin would be a. little better. I would not ask for a separate protection on ;yam 
in that' case. 

KO Y422-27a 
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Witness No. 85 

THE FINE KNITl'ING CO., LTD., AHMEDABAD 

Written StatefMnt dated Ahmedahrul, 2nd September 1926 

I wa~t to give you a brief history of my concern "The Fine Knitting Company. 
Limited. Ahmedabad ". In 1905, I read 10 a monthly journal called the " Economist " 
that there might be a profit in establishing a hosiery factory in India. Though 
I had no idea at that time of what hosiery was. I took a fancy to it and began to find one 
who would feel the same about it as I did. By chance I found one of my school friends 
Mr. Ratanchand Amichand of this place who had a liking for such an industry. Then 
we enquired for a hose machine and bought one hand machine for making sOcks and 
stockings. We worked the machine by our own hands and found that the working of 
knitted fabrics is an easy thing. Then we turned our minds to knitted undershirts 
which were then imported from Germany in large quantities. We came to know that 
there were smail departments for making knitted undershirts in the Petit and Morarji 
Goculdas Mills in Bombay. We went to Bombay to see the working of machines in thosEt 
mills, where we Raw that they were not turning out such a fabric as was imported from 
Germany and whichhad a good sale in the market. Thereupon we bought a world Directory 
and wrote letters to all the manufacturers of hosiery machinery in the world requesting 
them to send us their quotations-and the samples of fabri~s which can be made on those 
machines. From long correspondence and after many efforts we found out that there 
)Vpre various kinds of machines turning ont different qualities of fabrics. At last WEt 
selected French loop-wheel machines and ordered one machine for our triaL ·On recdpt 
we studied its mechanism and working and turned" out such samples as were 
being imported from Germany then, which cost us R9. 8,000 including all expenses to 
that date. Thereafter we started a limited concern named as The Fine Knitting 
Company, Ltd., and registered it on the 2nd September 1908 with an authorised capital 
of Rs. 1,30,000 divided into 1,000 ordinary shares of Rs. 125 each and 200 deferred 
shares of Rs. 25 each and appointed Messrs. Batanchand Baldevdas and Co. as managing· 
agents and gave them rights to subscribe 100 deferred shares of Bs. 25 each, tho dividend 
which they had to get as their remuneration for tbelr services, out of above 200 deferred 
shares issued. As to the remaining 100 deferred shares the subscriber of 10 ordinary shares 
at a time had a right to B~bscribe one deferred share and so they,ere divided into 
100 lots of 10 ordinary shares each. The net l,rofit after deducting the depreciation 
at 2* per cent. on building and 5 per cent. on machinery was to be divided half and half 
between ordinary shareholders and deferred shareholders and thus the agents' firm 
had to get 25 per cent. of the net profit for their remuneration. Out of the above isaue 
of capital, 810 ordinary and 181 deferred shares were subscribed in the beginning, out of 
which the agents' firm had subscribed 360 ordinary and 136 deferred shares. As we had 
to train labourers for this industry we thought we could get a c heap labour in a vilIa:;-e and 
BO we bought land in a village Barejadi, the second railway station next to Ahmedabad 
on the Bombay side and got our factory erected there, spending_ Rs. 1,779-15-0 in 
buying land, Rs. 25,156-7-10 in buildings and Bs. 37,237-2-10 in machinery, the tot.al 
being Rs. 64,173-9-8 and at that time there was a paid up capital- of Rs. 60,405. 
We legan the working of the factory on the 1st January 1910 after making great efforts 
in training the labourers to work on the machines at an exorbitant cost. However we 
succeeded in turning Ollt marketable qualities which had a good sale but prices realized 
did not give us a profit. As to the superiority of the quality of our articles, we have been 
awarded a silver medal in the Allahabad Exhibition in 1910, a gold medal in the Exhibition 
of Old Bombay at the time of Their Majesties' Coronation in Indiain 1911-1912 and a 
gold medal in the Exhibition of Navsari by His Highness the Gaekwar of Baroda in 1912. 
Also the tmsolicited review taken by the editor of the" Textile Mercury" which is published 
in Manchester in the isaue dated the 18th October'1913, on page 311, enclose<i herewith 
speaks highly for our qualities. Also the durability of our articles is suoh that people in 
many parts of India demand Barejadi Mill-made articles. In spite of all these circum. 
stances being in our favour the statement of profit and loss enolo .... ed show that we have 
failed in our efforts. From the balance sheet for the year ending 30th June 1916 enclosed 
you will see that Rs. 53,220-5-7 were lost out of the capital of Ra. 6],660 and the 
company was in debt and totally unable to carry on its business. Up to this time the 
agents' firm had not got a single pie for their labour, their remnne.ration being on profit, 
and had to maintain themselves from their own pockets and they being of moderate means 
and their means being exhausted, they thought it wise to put the management of the 
afiairs of the company in the hands of BOme man having good means and experience in 

• selling these goods end thereupon they resigned as agents on the 18th May 1916 and the 
manallE'ment of the affairs of the company was pnt in the hands of the new agents' finn 
styled B. Kcshavlal and Co., one 01 the partners being Baldevdas V. Parikh who had 
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~n one of .the partnen of the late AgentAl' firm. He was kept because he was experienced 
JD the working of the company. Another partner was Mr. Keahavlal Pltnjaram of Messrs. 
K. Pn~Jaram.Bhaiji ann Co., hosie';'Y Merchants of Bombay, and one of the larger importers 
of hOSiery artIcles from Japan OWIng to th3 state of the company at that time, the share. 
hOlden had to stipulate for 6. per cent. commis3ion on the sales to the new mana.!rlna 
agents for their remuneration. The chief reason of the bad state of the compa.ny was" th: 
keen competition with the Japanese goods. Now owing to circumst .. nces resultmg from 
the great war, the company made profits up to 1919 bitt in 1920 they again began to feel 
keen competition with the Japanese goods and the profit began to decrease, and the 
eompany found it difficult to comp~te with imported Japanese goons in ma.nufacturing 
articles from imported hosiery. yarns from England and so they decided to prepare yarn 
themselves here as hosiery yarns were not available in India. Thereupon the companv 
raised their authorized capital from Rs. 1,30,000 to Rs. 11,70,000 ·but got only a paid up , 
capital of Rs. 5,41,360 anQ installed a plant of 9,000 ring spindles making a capital debt 
of &s. 5,50,000 and kansferringtheir hosiery plant from Ba.rejadi to Ahmedabad in 1923. 
We prepared speCial yarn 'for hosiery articles and you will see from the sample enclosed 
that it is in no way inferior to the imported Japanese articles of the same qualities but 
the price realized, for the same is not remunerative lIB similar "'rticles from Japan are 
sold very cheap. You will please see from the l"",t balance sheet and the statement of 
profit and loss that the status of the company is day by day weakening and if not timely 
helped, this hard made industry will expire. 

You will kindly ace from the statement showing the yea.rly value of cotton hosiery 
imported into British India from the different countries during tho five yoars ending 
31st March 1926 here'!ith enclosed that the value of imported hosiery from Japim WllB 

more than doubled in 1925·26 c,?mpared to 1921-22 and the majority of qualities are 
more than quadrupled as the prices of hosiery articles are cheaper by 50 per cent. now 
than they were in 1921. You will also see thao in 1925·26 nearly 80 per cent. of the total 
value of imported hosiery is from Japan and 21 per cent. only from United LKingdom 
and '171 per cent. from other fbreign countries. 

You will also see from the general tariff of Japan received from His Imperial Japanese 
Majesty's Consulate that if we were to exporo such articles as a sample enclosed weighing 
Ibs. 4 8 oz. per dozen to Japan we would have to pay Rs. 7·7·0 on one dozen of such arti
cles "hich has cost us Rs. 6·11·0 as import duty fnto Japan, the tariff rate being Yen 166 
for 100 kin, that'is Rs. 219·12·0 for 132'5Ibs., the exchange rate being Rs., 132 for 100 
Yen and one kin being equal to 1'325 pounds (lbs.) and thus the Japanese hOsiery manu
facturers are protected by 1121 per cent. duty on .he imported articles. In this position 
a Japanese manufacturer. can make a profit on his whole production by selling eertain 
portions of his production at a good profit for home consumption a.nd by exporting the 
remaining portion a.t less than cost in order to maintain his unemployed brethren and 
to kill the industries of free trade countries like India with a. hope that he will get good 
profit in future after killing those industries. 

Besides thiR protection, Japanese manufacturers have got adva.fltages in longer hours 
in working, in intelligent labour, in shipping freights, facilities of banks and a. beneficial 
exchange rate with India,. As to longer hours of working in Japan and the failure to 
observe the Convention adopted at Washington, the Bombay millowners have amply 
and rightly explained this to you. ' . 

As to intelligence of labour, it is a. duty of the Sta.te to protect the work turned out 
by such unintelligent labour as in India. as long as, the means are not provided. to give 
them free and compulsory education. . 

As to sbipping freIghts, we railed three cases to Bombay by railway receipt 
No. B22395 on the very date when you kindly visited our factory here, measuring 

as under,-
Case No. 451 23" x 25"' x 35# ,121 cubic feet. 
Case No. 452 23" X 25# X 35" ,12! cubic feet. 
Case No. 453 23" X 25" X 39" ,15 cubic leet. 

Total 40 cubic feet. 1 shipping ton. 

They contained 911 dozen of articles No. 776 just similar to sample No. 778 enclosed. 
They Were invoiced for Rs. 594-12·0 the rate being Rs. 6·8·0 per dozen 30"· size. 
The railway oompany weighed them and charged Rs. 11·10·0 freight for Bengalee 
mounds 8 10 seers at the rate of Rs. 1·6-6 per Bangalee ma.und for Carnac Bridge 
station. " 
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Had the1lame cases been shipped from Kobe (japan) the charge would have been 
Yen 11, i.e., Rs. 14·8-0 for the ton of 40 cnbic feet being a slight qifference of Rs. 2-14-0 
between Ahmedabad to Bombay and from Kobe to Bombay. As to Calcutta and 
Madras, the shipping freights from Kobe to those ports are less than 11 Yen for 40 cubic 
feet and the railway freight would have been Rs. 46-12-0 from Ahmedabad to Calcutta 
at the rate of Rs: 5-10-0 per maund and RH. 39-10-0 from Ahmedabad to Madras' 
at the rate of Rs. 4-12-0 per maund. We have to sell our hosiery articles t(.o the merchants 
of the pmts as mofussil dealers in those articles buy from them on long credits which 
we oannot give. Even the dealers of Ahmeda bad in these articles prefer to buy articles 
from Bombay merchants at some what enhanced rates for the facilities of long credits. 

As to t.he facilities of banks, there is no system in India to discomit bills which are 
drawn by the sellers of goods and accepted by the buyers of goods at two or three montha 
sight to facilitate credits to enable the manufacturers to get cash from the banks by paying 
a smalllium of discount for the sale of the goods and to enable the buyer to pay cash wheD 
the bought goods are sold to their customers. 

Under these circumstanoes, we request you to recommend ·the Government of India 
to levy one hundred per cent. import duty on imported hosiery articles in order to protect 
Indianho.'Jiery industry which is in its nascent state and we would at tho same timo say 
that these percentages are not high looking to Japan and also looking to the protection 
given by the Government of India of 200 per cent. to the match industry which is also iD! 
a nascent state. Also.we beg to refute the argument that by protecting the industries. 
certain sections interested in these industries are benefited at the cost of consumers but 
when protection is given to an industry, many concerns spring up to manufacture thos~ 
articles and make a healthy competition and the prices become .normal in a few years. 
Moreover unemJlloyment in the country is reduced to some extent and also the buying 
capacity of a nation increases and no consumer can grudge a small profit to his home
manufacturers. The Governments of the United States and Japan and other States 
in Europe and Amcri(la have brought their people to very prosperous states by protecting 
their home industries by raising high tariff wa.lls. It is the foremost duty of the Govern
ment to protect industries in their nascent state and even the British Government which 
is known for its free-trade principle, has now imposed a high tariff on the import 01 
artificial silk yarn in order to protect the English artificial silk yarn industry. 

I will try to send you a Japanese article similar to our sample enclosed With its original 
invoice in which it is priced if I can get it from one of the Bombay importing firms. 

As to shipping freights, nowadays owing to fluctuations in the exchange rates, the
Bombay importing firms buy their Japanese goods in rupees rates free harbour Bombay 
and in this case I am unable to show you the shipping frieghts m the original invoices and 
so I humbly request you to get this inlormation officially regarding the shipping freights 
for hosiery articles from Kobe to Caloutta, to Madras, to Bombay and to Karachi from 
His Majesty's British Emb~ in Japan. 

I hope that my above stated facits will oonvince you that my hosiery industry is in 
need of being protected and so your reoommendation to the Government of India to. 
,that effeot will great.ly oblige. 
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bNEXVBB A 

To FnI'B KNITTING COMPANY, LIMITED, AHMEDABAD 

Slatemem Blwwi1lg profit and loBB, de]lf'eciplion, dividends and agent8' cammiBBion 
Jram Ike beginni1lg of the cumpany to 3181 December 1925 

Year Profit re .. LOBS with Depreei&- DIvidends Agente· 
Depreciation Depreelation tlon Commission 

" BB. a. p. BB. a. p. BB • a. p. BB. a. p, Rs. a. l" 
luly to Jone 1909-10 .. 2,088 7 2 Nil. 2,490 12 4 1,822 8 0 Nil. .. 191D-11 .. 100 8 9 Nil. Nil. Nil. Nil . .. 1911-12 .. Nil "1&'106 13 5 Nil. Nil. Nil • .. 1912-13 .. 72214 3 Nil Nil. Nil • Nil. 

.. 1913-14 .. Nil. 22,272 2 2 3,639 2 7 Nil. Nil. .. 191'-16 .. Nil. 17,294 18 5 3,539 2 7 Nil. Nil. 

.. 1916-16 .. Nil. 4,585 14 9 8,640 6 7 Nil. Nil. 

July to December 1916 .. 6,209 4 8 Nil. 1,770 _ 8 0 Nil. 3,611 3 3 

January to December 1917 89,865 7 2 N.l. 8,667 8 6 7,880 0 0 12,148 6 0 .. 1918 25,077 8 7 Nil. 3,685 1 4 12,800 0 0 18,269 0 0 

.. 1919 84,470 6 2 Nil. 12,961 S 7 18,450 0 0 11,632 2 0 

.. 1920 12,1611411 Nil; 5,488 9 3 12,000 0 0 16,706 0 0 

.. 1921 26,619 011 Nil. 6,944 8 6 26,964 0 0 19,781 11 6 

.. 1922 29,619 4 6 Nil. 6,699 8 6 29,160 o ( 17,998 0 0 

.. 1923 886 0 4 Nil. 7,28110 0 Nil. 13,857 10 8 

.. 1924 Nil. 28,48014 7 Nil. Nil. Nil. 

.. 1926 185 12 11 Nil. Nil. Nil. 26,69211 0 
----.~.--- -----

Total .. 1,76,916 411 82,74010 4 60,497 12 9 1,07,066 8 0 1,88,676 12 0 
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Q. Is it eXlLCtly similar in all respects? Have you analysed it! 
A. YCl.s. 
Q. Did you disCover what ~ounts of yarn it is made from 1 
A. Yes. 
Q. What' 
A. 20 s. Ours is also from 20s. I do not know why they put so much duty on 

importations into Japan. 
Q. Possibly for the reasons for which you would like to impose them. You have no 

difficulty in getting suitable yam for hosiery manufacture because you manufacture 
your own yarn, I take it. 

A. Yes. 
Q. Mr. Dalal mentions that Japan has a fine type of machine specially suited for 

manuflLCturing cheap goods. Do you know anything about that machine or are you 
aware that yours IS the latest type of machine' What is the date of your knitting 
machine' 

A. We imported it in 1919·20. 
Q. Are you aware whether that is the latest pattern 1 
A. Yes. • 
Q. Have'you any idea of the knitting machines used in Japan? 
A. Yes. 
Q. What type are they' 
A. They are making their own machines there. I showed you one Japanese machine 

in my factory. They are not better than these ~nglish or American machines. 
,Q. They have no special advantage in regard of the type of the machine, you 

,consider? 
A. No. 
,Q. What about spare parts' You have to keep many of those' 
,A. Yes. We cannot get them from the bazaar. 
,Q. How do you ~et your bleaching done' 
A. In our factory . 

• Q. Hand bleaching' . 
A. Yes, by the bleaching powder. We have got washing machines. 
Q. Does hand bleaching give as good results as machine bleaching' 

'A. We are doing it in tanks. 
Q. As I said at the outset, I am not clear what advantages Japan has over India in the 

,matter of hosiery that she has not in regard to cotton textile manufacture generaJIy. 
How can you discriminate between hosiery and other branches of the industry 7 Mr. Dalal 

,makes no ellorts to do so and merely asks for 15 per cent. additional duty on the hosiery 
which is very nearly what the Millowners' Association has asked for for the industry 

· generaJIy. , 
A. They are asking for 15 per cent. generally. But when protection is to be given, 

it must be given to the fullest extent, so that other capitalists may be aJIured to come 
into the business. 

Q. But you have to explain what advantages Japan has in regard to the manufacture 
of hosiery which she has not got in regard to the manufacture of other yam or piece.goods. 

, What speoial advantages has she got in regard to the manufaoture of hosiery whioh she 
! has nOl got in regard to the manufacture of ootton goods generally! 
· A. There are no special advantages . 

. Q. She has got no special advantages in regard to the manufacture of hosiery that she 
· has not got generally. What I have been trying to glet at is the reasons, if any, for special 
discrimination in regard to hosiery. 

· A. It is one branoh. 
) Q. Which has not yet been developed! 
A. Yes. 
Q. Just one other point. You say that you have got to sell your hosiery articles to 

• the merchants at the ports. 
A. Yes, because they are allowing long oredits. 
Q. How can you hope to sucoeed if you started your conoern with inadequate finanoe 

and bow can you expeot Government to oome to your rescue' 
• A. That is why I have asked for banking facilities. There are no suoh banking facilities 
J bere IIB.ill Engl&Jlq, &8 I have mentioned. 
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Q. You say you have to sell to the merchauts in the porta. I do not understand why 
you have to sell only to the merChauts in ports. 

A. Hosiery merchants in mofnssil are of very little means. All these persons are not 
.engaged in selling hosiery only. It is sold by sundry merchants. 

, Q. But do you mean that you can only sell your hosiery goods in Bombay Calcutta 
,and Madras because of this credit? Is there no local market for them 7 Is that what 
you mean 1 . 

A. Because more goods come from Japan and the merchants wish to come to 
Bombay to buy, to see the competition and other things. They generally come to 
Bombay. 

Q. But .you say in another place that people iu many parts of India demand your 
.articles! . ' 

A. Yes, they are demanding. We are selling in Delhi and in Karachi, but only in these 
-cities and not in the mofussil. 

Q. On what terms do you sell there? On cash terms? 
A. Yes, we are giving on cash terlllll. 

Q. I do not follow your difficulties in regard to this system of credit. Have you got 
'" different system from the system which prevails in regard to piecegoods ? 

A. Yes, of course a different system. 
Q. Why is it a different system 2 
A. Because we have to send our goods to big cities. 

Q. The dealers in the big cities prefer to buy Japanese goods because of the credit 
they get? 

A. They sell on credit. The bigger merchants always sell on credit. We cannot give 
·credit. 

Q. That is made up for in the price anyway. I do not understand how you are at a 
:greater disadvantage than the mills which are selling piece-goods in competition with 
. Japan in this particular point? . 

A. Because, the merchants in mofussil who. are selling hosiery are always sundry 
:merchants, petty merchants.. They are not bIg merchants. 

Q. If you were able to give thE\m long credit what effect will that have? 
. A. Then they can buy from us. 
M,: Subba Rao.-Do you at all sell your goods iu Bengal? Bengal is a good market as 

'you know for underwear ? 
A. The railway freight comes in our way. 

Q. That is the difficnlty ? 
A: Yes. 
Q. I want to understand mors fully your financial difficulties. Yon sl'-id that the 

-dealers in Bombay are able to give the buyers upcountry long credit. Will you tell me 
for what period they give credit? . 

A. The Bombay merchants sell to the mofnssil merchants goods on thrae or four 
months' credit. . 

Q. Please explain the transaction. 
A. They are not dealing thr0t'gh banks. They are sending hundis ••••• 

Q. Who are sending.? 
A. Upcountry merchant&. 
Q. The upcountry dealer gets goods from the Bomhay merchants without paying for 

;those goods immediately! , 
A. Yes. 
Q. And these goods are not sent through a bank, but to the buyer directly? 
A.Yes. . 

Q. The buyer within a li~ited t~me, when he ha:s got his.own funds, will be able to 
• 'send the hundi in favour of hIB cred,tor? How long IS the perIod? 

A. Three to four months. 
Q. Andin your case you would not be able to sell directly and lock up your fundsfor two 

~r three months? ' 
A. Yes. 
PruidenL-Is this system of credit peculiar to the hosiery trade? 
A.Yes. . 
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Mr. Subba Rao.~Do you mean to say that the dealers in Bombay who might be selling: 
also piece-goods do not give equally long credit when they sell piece-goods 7 . 

A. Not for piece-goods. . 
Q. Only for hosiery? 
A. Yes. It is a different market here. It is not related in any way to textiles. 
Q. You say a different market? The people who deal in hosiery in Bombay are net 

the same group of merchants that deal in piece-goods? They deal entirely in hosiery ? 
A. Yes, entirely in hosiery. • 
Q. Is it entirely local hosiery or also imported hosiery , 
A. For the most part imported hosiery. 
Q. They give long credit whether it be for the local product or imported hosiery?· 
A. Yes • 
. Q. In that case your drawback is you cannot sell directly.' 
A. Yes, we cannot sell directly. There is the middleman's profit. 
Q. You have got to sell through him and have to pay the commission' 
A. And therefore the competition of the Japanese harms us because the imported 

Japanese hosiery comes to BombaI' and ours also comes to Bombay. 

Q. You mean that the dealer finds that the Japanese goods will sell better because' 
they are lower in price' 

A. Yes. 
Q. When he puts your goods and the Japanese goods on the market he finds it easier 

to sell Japanese goods than yours' 
A. Yes. 
Q. You suggest there is no system in India to discount bills which are drawn by the 

sellers of goods and accepted by the buyers of goods at two or three months. Of COUrEe-
you are referring to the English system. -

A. In England it is 90 days. 
Q'. Suppose the same thing were done here, would not any bank discount those bills' 
A. They are not discounting for the present. I asked the Central Bank. I am giving-

30 days~ oredit to Amritsar merchants. I requested the Central Bank but they did not 
~~. 

Q. You offered to give them the bill along with the papers' 
A. Yes. 
Q. And they would not discount it.' 
A. No. 
Q. On any terms' 
A. No. That is not the system here they say. They. do not buy trade bills. 

Q. But surely there must be a certain amount of trade in trade bills in our country. 
I do not think I understand you quite. They are not prepared to give you the mcney 
in advance before the other party clears the goods and pays. It is not that they object 
to trade bills as such. They will ask you to wait till the other party not merely accepts 
the bill but also pays the -bill , 

A. Yes. 
Q. Therefore from your point of view there is no adv~ntage in drawing a bill ityO\~ 

have got to wait till the other party is able to find funds ? 
A. Yes. 
Q. That applies only to hosiery trade' 
A. That is not the system in India. 
Q. As I understand, the difficulty is not one confined to you but so to speak inherent in 

the present arrangements of the country in respect of trade finance? 
A. Yes • 

. Q. You speak'of difference in labour in point of intelligence, between your labour and. 
Japanese labour. You say that labour there is intell~ent? 

A. I have not seen it, but I have hea.rd they are attending to three or four machines. 
Our labour is attending only to one machine. 

Q. Is it a question of intelligenoe or lack of traiping or lack of will to work' 
A. Itislackofability. . 

Q. Innate laok of ability' 
A. Yes. 
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Q. Would it not be a strong argument against the industry if that be so 7 If labourers 
are by nature unfitted to do the same amount of work here as elsewhere won't that mean 
a permanent competition from others whom you will not be able to face? 

A. Because they are not given such training. 

Q. T~eref?re it. is. not that labour is unfit for such work. It is a question of training r 
You beheve if trammg is given, in course of time labour will improve. It is a question 
of will and training and not a question of innate fitness or unfitness? 

A. That is so. 

Mr. Majmudar.-You have got separate profit and loss statements for n.e
manufacture of yam and for the manufacture of hosiery? 

A. Not separate. 

Q. Could you say as to-whether the hosiery department is paying or the yarn.1!pinning' 
department is paying? , 

A. Really speaking only the woollen articles are paying to us, not cotton. We are-
making woollen articles. 

Q. What percentage of your manufacture is woollen? 
A. We are making lts. 21lakhs worth woollen articles. 
Q. Out of a total of Rs. 41lakhs worth of oU~I,ut ? 
A. Yes. 
Preaidenl.-Can you use the same machinery for both? 
A. YM, for wool and cotton. 

Mr. Majm'lldar.-You are selling yarn and you must have an idea as to whether you> 
are making a profit in the sales of yarn? 

A. We are not making a profit at this stage. 
Q. Youar" m .. king a loss in the sales of yarn? 
A. Yes. 
Q. If you take the total amount of yarn manufactured by you can you not find ouf! 

.. hat IO>S ,'otl have mad(. ? • 
A. Hosiery profits are not separated. 

Q. Could you not work out the loss in hosiery and the 1098 in yarn? 
A. Last year we lost Rs. 110,000 in yarn. 
Q. ' How much W&8 made up by hosiery? Was the Rs. 00,000 recouped from 

hosiery ? 
A. By woollen hosiery. 
Q. Here you say that • owing to circumstances resulting from the .great war the

Company made profits up to 1919 but in 1920 they again began to feel keen competition. 
with the Japanese goods in manufacturing articles from imported hosiery yarns from 
England and so they decided to prepare yarn themselves, as hosiery yarns were not 
available in India.' . 

A. Yes. 
Q. You could not get hosiery yarns from other mills? 
A. l'hey u8ually give the same yam &8 they are selling in the market. They could not 

make specially for us. If we want 251bs. from England we can have it while we cannot: 
from the Indian mills. We can import 25 Ibs. from England. 

Q. If you look to your statement, even in 1920 your profit after allowing for depreciation 
has been about Re. 12,000, and again it h&8 gone up in 1921 and 1922.' So it may be that 
the low profit in the year 1920 may be due to some other reason than the reason that you 
have put forward? 

A. No other reason. 
Q. If you look to the statement of the Millowners' Association you will find that in 

the year 1919-20 there were ,!,ery wide fluctuations in the price of yarn: If you see the
prices in the year 1919 you wlll find annas 20, 23, 25 and 251 and then lD 1920 you find 
26, 26, etc.,and then when we come to the end ofl920 the prices in December are 20 aDD&s. -
So there has been a very big drop in the price of yam ? 

A. Yes. ' 
Q. If is probable that you had big contracts for yam or you were 'holding s~ocks in 

yam or that th~ fan in prices affected your sales and that you were not makmg any 
profit. It W&8 a very exceptional year. -

A. Bu' in 1921·22 the profits are not ab much &8 in 1918·19. 

1[011'422-28 
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Q. Your profits in 1921 were Rs. 25,000 and in 1922 you went up to .Rs. 29,000, 
even more than in 1921 and more than in 1918. 

A. Before, we were making ootton hosiery: Then we turned to woollen hosiery. 
Q. When was·that? 
A. In 1921. 
Q. In 1921 you turned to woollen hosiery ? 
A. When the cotton hosiery did not pay we turned to woollen. 

Q. So since 1921 your profits are due to woollen hosiery and not to cotton hosiery ? 
A. Yes. 

Q. Then you say' owing to the state of the company at the time the shareholders had 
to stipulate for 6i per cent. commission on the sales to the new Managing Agents for their 
Temuneration.' . 

A. Yes. 
Q. Is that about yarn and hosiery or only for hosiery ? 
A. Only for hosiery at that time, because we were not making yarn at that time. 

But when we installed this plant and increased our capital it was stated that on 101akhs 
worth of sales we are to get 61 and above 10 lakhs at the rate of 41 per cent. 

Q. According to the balance sheet for 1925, the sales are about 12 lakhs. According 
to you for the first 10 lakhs they ought to ha~ got at the rate of 61 per cent. Rs. 65,000 
as agents' commission, whereas here you have mentioned Rs. 25,592 a·s the agents' 
(lommission. 
, A. The Agents company left off 2/3rds of commission and took only ij3rd of it. 

Q. In the boom years 1918, 1919 and 1920 you distributed Rs. 12,000, Rs. 18,000 and 
Rs. 12,000 as dividend.; whereas in 1921 and 1922 when the boom period had passed 
-off, you distributed as dividend Rs. 26,000 and Rs. 29,000 ? , 

A. We had first losses and ,we had to carry some to the loss account. In 1915-16 
there was loss amounting to about Rs. 53,000. 

President.-Mr. Majmudar is not referring to that, Mr. Parikh. What he wants to 
know is why in 1921 and 1922 you paid away the whole of your profits in dividend. You 
made a very small provision for depreciation and paid away the whole of your profits 
in dividend.~. . 

A. This sum we had to pay because we had some calls of new capital and we had also 
'Paid dividends on these calls. 

Q. I do not follow. 
A. When we increased the capital to 111akhs of rupees and then 51akhs were subscribed 

newly, of course we had to pay some dividend on these new calls. 

Q. But why? In order to get the people 100 pay up their calls? You declared 
mvidends in order to persuade people to pay up theil' calls? Is that the point? 
. A. Yes, Sir. We. paid dividends on those calls. 

Jllr. Subba Rao.-On the oalls whioh have been paid or to induce calls being paid. 
A. On the oalls that have been paid. 

Pre8ident.-And even so was that sufficient justification for paying away the whole 
of your profits in dividend? Do you oonsider that that was suffioient justification for 
paying away more than your profits i!l one case? 

A. We paid only 6 per cent. in that case. 
Q. But you have paid the whole of your profits: Is that sound finance? 

(There was no answer.) 

Q. On what system have you been making provision for depreciation, Mr. Parikh f 
1 do not quite follow what these amounts are supposed to represent. ,In 1921 for instance 
'y0ll made a provision of Rs. 6,000. On what basis was that estimated Y 

A. Five per cent. on machinery and 2i per cent. on buildings. 

Q. What were your machinery and buildings worth Y 
A •. At that time Y 

-Q. Yes. Roughly' 
A. Rs. 36,693 for building and Rs. 1,01,674 for machinery. 
Q. A lakh and a half for buildings a.nd machinery' 
A. Yea. 
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Q. Two and a half per cent. on buildinga is about Rs. 900 and for machinery it is 
Ra.6,Ooo. 

A: Yes. 

Q. Where i8 the rest of your capital! When did you put in these new spindles! 
A. In 1923. . 

• Q. You have not been able to m'ake any provision for depreciation since you put them 
In! 

·A. No. 
Q. What did they cost you-these 9,000 spindles! 
A. Six and a half lakhs for spindles and 21 lakha for buildings. 
Q. Probably you would have been better off if you had kept your hosiery machinery 

and had not put in the spindles! Is it the loss on the spinning machinery which is 
pulling you down, or on hosiery! You made a profit of Rs. 185 last year. 

A. We loat Rs. 60,000 in spinning; we gained so much on hosiery. 
Q. How much of it did you gain from woollen hosiery and how much from cotton 7 
A. We are not getting anything from cotton hosiery. We are getting everything 

from woollen hosiery. 
Q. Why don't you stop your spindles and keep yourself on hosiery only! 
A. We shall have to pay interest if we stop. 
Q. That wonld be better than losing Rs. 60,000 f . 
A. It will amount to more loss then. 

Q. The point seems to be that a mill like yours which has only 9,000 spindles has no 
hope of paying in these days. You are actually making a profit on hosiery. Are you 
nd! ' 

A. \V e are making a profit on woollen hosiery. 

Q. You are actually making a profit on your hosiery branch Y 
A. Yes. 
Q. You mentioned about the Japanese imports of hosiery. Are those of woollen 

-or of cotton hosiery ! 
A. Only cotton hosiery. 
Q. When you send your returns of hosiery to the Director General of Commercial 

Intelligence, the returns on which the monthly returns of spinning and weaving of mills 
·are based, do you separate your wooll!!n from cotton hosiery Y 

A. No. 

Q. Then the figures of production of cotton hosiery in India are absolutely.unreliable. 
Is that not so! As far as our enquiry is concerned, the figures are absolutely unreliaille 
becauae they include both woollen and cotton hosiery. 

_ A. But I can give you the figures separately for cotton hosiery. 

Q. But when you are sending returns to the Government you are not doing it. I am 
·not blaming you in any way, Mr. Parikh. Please don't think that for a moment. I am 
not accusing you of sendinWncorrect rq,turns. I am only referring to it so that we 
can have the matter put right". My point is that when you send in your returns to the 
Goverament you include both woollen and cotton goods and they are shown in all the 
.(Jotton returns as production of 40siery although two-thirds in valueof your stuff is made 
-of wool. . 

A. We are making returns for cotton hosiery and I can give you the figures. 

Q. But two-thirds of your production is woollen. is it not Y Two and a hail la.khs 
-out of 4 lakbs. That is. 10ughly tths of your production is woollen hosiery. 

A. Yes, in value. 
Q. But it is in~luded in the Governmen1£ returns as cotton. 
A. Yes. 

Q. And that seems to be incorrect. Will you let us have fignres of your exact produc-
tion for last year for cotton and woollen goods in pounds ! 

A. Yl'8. 
Q. You make both under-wear. Bocks and stockings I think t 
A. We are not making BOCks and stockings. but pUrely under·wear· and 8w~atere. 
Q. Why have you not gone in for socks and stockings Y 
A. It requires some more skill. 

lIO Y 422-28a -
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Q. There call1lot be very much difference between the machinery required for the 
one and for the other! 

A. There is a difference. 
Q. Before yon started this industry you had no special experiellce other than what you. 

picked up by literature on the subject. You did not actually visit any hosiery factories
in other coniltries or in this country. Did you! 

A. No. except that I visited the Bombay factories of Morarji Goculdas and Petit. 
Mr. Majmwlar.-When was that' 
A. In 1908. 
Q. It was a very old pattern. 
A. Yes. That I have mentioned here. 
Q. Do you use artificial or spun silk ! 
A.No. , 
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ANNBXURB A 

Th~ late.t q notations of tha)olIowing q naIities of nndershirts are aij, folIow :-

2 
4 

10 
21 
33 
46 
49 
94 
93 

114 
116 
124 
130 
155 
147 
26 

Sample No, 

,. ,. 
f 

" 

" 

" 

" 

,. ,. 
.. " 

" " 

" " ,. 
" 

" " 

I 
"I 
"I 

"I 

"j 

Quality No. 

269 
269 
362 

1,390 
6,695 

250 
/ 250 

220 
220 

4,444 
5,065 

112 
8,995 

101 
·5,555 

114 

Size 

26-30-
30-34-
30-34" 
30-34" 
30-34-
30-34" 
18-26-
30-34" 
28-32-
30-36-
34-36" 
30-34" 
30-34" 
14-22- average I 
30-36-
300'34-

c. i. f. 
Bombay 

Rs. a. p. 
4 6 0 
5 2 0 
9 4 0 
5 12 0 
6 0 0 
5 4 0 
360 
3 12 0 
380 
8 14 0 

17 So 0 
660 
6 12 0 
24 0 
960 
800 

The exchange has been calculated at the rate of 133 for 30 days' sight draft, 
Please let us know if the above rates are suitable to the Indian market or not. 
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Witness No. 86 

MX. R.G.SHAH,AHMEDABAD 

Ora! evidence recOI'ded at Ahmedabad on 16th SePt:-mber 1926 

President.-Your profession is that of an auditor? 
A. I am a certified auditor. 

Q. What service h&ve you got? 
A. I graduated from the Sydenham College of Commerce and Economics, Bombay, in 

1916. I was in the first batch. Then I apprenticed myself with a firm of auditors at 
Bombay for about tl1ree years, with Messrs. S. S. Engineer & Co. • 

Q. Thpy are oue of the biggest firms of auditors in Bombay, I believe! 
A. In Bombay and Ahmedabad also. Mr. En.,aineer was also my professor at the 

Sydenham College. He used to lecture on the subjects of Accountancy and Auditing. 
I waa apprenticed there for about three years and in 1919 I was awarded a certificate by 
the Bombay Government entitling me to audit accounts of all sorts of limited companies. 
There are two kinds of certificates an auditor can get. I have got an unrestricted per· 
manent certificate that entitles me to audit the accounts of all sorts of limited companies 
throughout IndIa. Again in 1920 I was awarded a certificate by the Baroda State to 
audit the accounts of limited companies floated in Baroda. At present I am the auditor 
of about 30 concerns in British India and about two dozen concerns in Baroda. I am the 
auditor of nearly 21 cotton uyJIs in Ahmedabad and three ginning firms and there are 
six miscellaneous companie. 

Q. Will you let us have a list of the mills you audit! (Annexure Al. 
I take it you are not related to any of the mill agent.. of these mills. 
A. I am related to two mill agents-8heth Amritalal Damodardas and Sheth Balabhai 

Damodardas. They are two brothers who are my distant uncles. Sheth Amritalal 
manages the Ahmedabad New Cotton Mills, the Ahmedabad Laxmi Cotton Mills and the 
Ahmedabad Cot.ton Mill and Sheth Balabhai manages the Sarangpur Cotton and the Silver 
Gatton Mills. 

Q. I see that you audit all their mills with the exception of the Ahmedabad New Cotton 
Mills. 

A. I audit the New _Cotton Mill also. 
Q. You audit their five mills! 
A. Yes, Sir. I am not the sole auditor. There are two auditors in these mills. 

Q. You havfl heard what has been said here during the last two or t~e days. Don't 
you consider that it would probably be better, to say the least of it, if you were not in 
any way concerned with the audit of the a~counts of mills with the managing agents 
of which you are connected' ' 

A. It is a mere accident that I happened to be a rela~ive. 
Q. It may be all accident but ..•••• 
A. I ohallenge anybody here to show me whether I have failed iii my duties, i.e.. 

whether I have been negligent or partial towards anybody. 

Q. Quite so. It is not a question of that. Nobody is casting any aspersion on 
your integrity. I am merely putting it to you whether it is not advisable that an auditor 
should be absolutely independent. . 

A. I do not think so, Sir. I am absolutely independent and I can prove'it. 

Q, It is a matter of opinion. . 
A. I will quote one faot alone to' prove it. This is one of the mills managed by my 

unole. Here is a copy of the balance sheet of a cotton mill owned by my uncle. I have
shown separately in the balance sheet the amounts withdrawn by them. That means 
I have not been partial with them, though it was not absolutely necessary for me to do 80. 

I could have easily ooncealed that amount. 

Q, What do you mean by the amoun'\; lIithdrawn by them' 
A. Those managing agents have got shroff business in whioh at times the surplus funds 

of the company are put in. . . 
Q. The surplus funds of the company are invested' 
A. Not all. It is called a current account. 
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Q. The point.is that they have a s~roff busi ness "" well as the managing agency business • 
Bnd they have lDvested some of thell' surplus funds in the shroff business, and you have 
brought this to notice in the halence sheet? 

A. Yes, Sir. This is simply to show that I have Mt been partial. 

Q. It is not a question of partiality. It is just a general questioJ;l. 
A. Because, under the Companies Act we have to submit this balance sheet in a parti

cular form.. That form requires that any sums due by the agents or directors either 
tlev"raUy or jointly should be shown separately. It has been the policy with me to show 
.uch sums separately in the case of aU the milla wherein I am the auditor. {jnfortunately, 
with some groups of mills which were referred to yesterday that was not the case-I 
mean the Whittle group. There the auditor had failed in his duty by not showing it. r 
am sure had he been vigilant this would not have or-curred, of course to such a great 
extent. The same was the case with the Saraspur Mill group which was also referred 
to yesterday. There also the auditor did not show separately the amounts due by the 
directors or agents as required by the Companies Act. Now there are two sides to a 
balance sheet-liabilities and assets. On the a.'!8ets side, we have to show separately 
book debts-book debts which are considered good and those which are considered bad 
and doubtful Here you wiIl see that I have shown these doubtful debt .. also. In certain 
cases they are not shown separately, I mean in the case of the Whittle Mills as well as of 
the Saraspur Mills. They are simply put in a block without any differentiation. So 
we have to submit this balence sheet in a particular form required by the Companies Act. 
On the liabilities side the loans taken on mortgage should be shown separately. Mr. Desai 
yesterday referred to a case of a certain mill in which' a loan taken on mortgage was not 
shown in the mill account. In that case it, EO happened that the Company did not publish 
the balance sheet. I think the last balance sheet published by that company was for 
1922. The next balence sheet which WM due for 1923 was not published till the company 
had gone into liquidation. That mpans a period of abqut two years. 

Q. Which company was that? 
A. I think it was the Whittle Mills. During that period of two years the managing 

agents may have taken a mortgage loan. But my submission is that if balance sheets 
are published six monthly thl'n such cases will not arise because in that case every six 
months we have to submit the report. Also at the same time it should be made condi
tional that the balance sheet ~hould be published' within three months from the end of 
each half year. • 

Q. I take it that the baJance sheet is published yearly, Mr. Shah. What is the general 
practice in Ahmedabad? How long after the close of the year does the balance sheet 

apra~t? varies from sU( to nine months after the close of the year. Certain milla publish 
in June, certain mills in July and certain others in August. They are over by August, 
I think, for the accounting period ending 31st December. 

Q. Have you come across any other cases than t@se which you mention in which the 
managing agents have lent money to shroff firms ? . 

A.. To firms, to allied concerns. . 

Q. Can you give me the name? 
A. Unfortunately I have not got all the balance sheets. There are so many 

oases. 
Q. Do you consi.der it a sound practice? . 
A. I consider that, as far as working capital is concerned, some part of it may be put 

in the_current account but not the whole of it. 
Q. But do you consider it is advisable that it should be invested with shroffs connected 

with the managing agents? 
A. Well, Sir, that depends upon the man himself. H the party is very sound one I see 

no objection at all 
Q. Well, now you say that ...... 
A. Here the reason, why these bankers get certain some is this. They have got their 

own shops in the city. The milla are situated outside the walls. Now all the cloth and 
the yarn merchants have to make payments in the evening and here the custom is that 
the shroff b&2aar is active after 5 p.m. So by the time the accounts are settled it is 
evening for them and the amounts are left with these-agents' shroffs because they oannot 
go a long way to the milla and keep it there. So it happens. It is also necessary looking 
to the convenience of the oloth and yarn merchants. In these two oases and in similar 
other cases also it cannot be called actual withdrawals by agents for personal use because 
they are very small amounts. 
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_ Q. I do not know.. The amounts are Ii lakhs, and 3 lakhs. 
A. At the end of the year, say after the 26th or so, the banks are closed and it. so happen 

that the amount is'' greater at that time. 
Q. Here is another balance sheet in which an amount of three lakhs ill shown as out-

standing with shroffs ! . 
A. I do not know why they have got such a big amount fo), that particular year. 
Q. You mt'ntion tbat it was not necessary for you to bring out this fact in the balance 

sheet, the fact that the managing agents had withdra"!Vn a certain sum of money. You 
say that if you had been partial to them; you could easily not have brought it out in 
the balance sheet! . 

A. As so many other auditors have done. 
Q. That is not exactly the point I wanted to raise. It is not Blways brought out in the 

balance sheet? It is lumped up together and shown under one general head , 
A. But according to the Companies Act it is our duty to bring it out? 
Q. You say that that duty is not always performed? 
A. It was not performed in the case of the Whittle and the Saraopur groups. 
Q. I am only asking for particulars. You know of other instances, I gather, in which it. 

has not been done? 
A. Not, as far as I know. I am the auditor of 20 to 21 mills herp. and I always ,show it 

separately. . 
Q. But do you know of cases in which it is not shown separately! 
A. As far as Messrs. Engineer ~ Co. are conct'rned they do show it separately. They 

are auditors for nearly 35 concerns. I am auditor for about 20 concerns. That makes 50. 
Then, about the remaining 10 or 15 I do not know. 

Q. You say that Messrs. Engineer & Co. audit" 35 mills! 
A. Yes, they are incorporated accountants. 
Q. As regards checking stock and the valuation of stock, what is your practi('e ! 
A. Our lJractice is slightly different from that of Bombay. I do not agree with the view 

given by the Association in that respect. In the Association's answer it is stated:
• Different systems are adopted by different milIs in valuing their stocks for the purpose 
of balance sheets. Some value these at or below market rates and some at or below cost_ 
No independent valuation is made by the auditors.' I would like to explain something 
about this. Of course, as far as quantity i~ concerned, we take the figures prepared by 
the managing agents. 

Q. You do not check the quantity in any way! 
A. No, because we are not asked to appear there on the 31st December and we are not 

paid for that. Apart from that, as far as the price is concerned at least it has been a 
practice with me to go into details of valuation of cotton, cloth and yarn, because it is 
very easy. 

Q. Beoause it is ellBy ? 
A. I will explain how. For cotton purchased, while auditing accounts we know that 

a oer~in sort of ootton has been purchased for a certain price. Then for the whole period 
we take the average and just find out what is the cost. Supposing it comeR to about 
Rs. 20 or 21, at the time of preparing the balanoe sheet we say that the cotton is not 
overvalued, if it is not put ata higher value than Rs. 20 or Rs. 21. It may be lower. 
We do not mind that. So in that case I think it can be said that we partially Vall19 the 
stock. We take down the average of cloth and yarn sales made during the last month, 
Deoember and strike out an average and see wh~t the result is. If it is Re. 1-2-0 or 14 
annas we just see that the oloth and yarn are valued at a price not higher than that. So 
in that oase also we check the price. As for stores, of oourse stores come to a negligible 
6gure looking to these big amounts of cotton, cloth and yarn. I think in a mill of 
<>rdinary size the amount locked up in stores cannot be more than 30 or 40 thousand 
rupees, while cloth and yarn might amount to lakhs and lakhs of rupees. For stores, 
we are not experts in the line and we have to take the price given by the agents, but 
there also we call for the stook list, look at the several items and . find out whether for 
the bigger items the price put in correot or not. For example, for china clay or tallow 
whioh are conspiouous in the list we just tally with the invoice prioe. And also at the 
same time, specially for stores, we compare the opening as well as the closing balan~e9 
and put questions regarding the diffe.rence if it is great. As for ooal we do not weigh it, 
but we see that the price of coal put there is not more than the ac~ual oost prioe. 

Q. I understood that in regard to coal the 'Ahmodabad mills have a different system 
from Bombay, that they do not buy coal but buy st.eam t 

A. Everybody huys coal as steam is not available here. 
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Q. As regards quantity, would it not be comparatively eMY to cheJk quantity? You 
do not check quantity! 

A. Certainly we are n()t paid for that. 
Q. There would be no diffiaulty if you were paid for it ? 
A. Certainly not. 
Q. The only i"eMOn is that you are not p'l.id for it ? 
A. Certainly. But here in the Assooiation's evidence it is stated that the AO'ents' 

-certificates are accepted by the auditors. I would like to amend it by adding • ~ far' 
a quantity is concerned.' Then they say that the valuation of stocks by the auditors, 
would be impracticable. I say it is practicable ~c"pt in the case of stores. I think it is 
possible to arrive at the value-either market price or cost pric&-Of cotton, cloth and 
yam, of oourse approximately. I am not going to be very exact as I am not in touch 
-with market prices. Except for stores, I submit it is possible for us to check the 
priCM, and quantities also. . 

Q. Whllt fees do you get for aU these mills 1 
A. The Ahmedabad standard is much below the Bomb!!.y standard. Ordinarily in 

Bombay it is Re. 500 or R9. 600. In Ahmedabad we get only R9. 150 or &S. 200 and in a 
lew CMeS Re. 250. I submit herewith a statement showing the amount of fees received 
by me during the yea. 1926 (Annexure B). It is much less looking to our responsibility 
and trouble and size of the mills. 

Q. How big an office hav~ you got 1 
A. I have got a small office with two assi~tante. 
Q. Only yours3lfand two a •• htan 'B to audit all these concerns 1 
A. Yes. 
Q. A very small number for such a large q'uantity of work, is it not 1· 
A. We cannot afford to keep a staff. And those shareholders who were speaking here 

they them.elves do not wa.nt to give more remuneration. 
Q. As regards this question of valuation of stock, I take it that in regard to your own 

.audit you do ~ot cnnge the system from year to year 1 My point is that as the mill. 
-owners have said here that the valuation of stocks can be ce.rried out either at or below 
market rates or at or below cost rates. It might be to the advantage of a mill one year 
to adopt one system and to vILlue at the market rate one year and the next year to value 
.at cost rate! . 

A. It is a prinoiple of accountancy that it can be valued either at cost or market, 
whichever is lower. Suppo~e I purchase cotton at R •. 20. If I am in the habit of valuing 
tlotton at cost now, and if ILt the end of the year the market goes down to.Rs. 15 I think 
it is possible to put it at R •. 15. It is to the intereSt of the company that it should be 
valued either at cost or below, whichever is lower. . 

Q. I want to know whether in your expeJ,ience any mill has ohanged its system instead 
-of adopting the lower value. Do you think it would be sounder to !Ldopt the lower of the 
two values, I mean always to adopt the system which gives the lower valuation· or 
to keep to the sam~ m~thod of valuation. You have no objection to keepin.g the 
,same! 

A. If we keep to the same system of valuation, it may happen that it will give higher 
ana Dot lower totaL 

Q. That might be so but still there would not be anything wrong about it from the 
point of view of accl)untancy ? .. 

A. From the point of view of accountanoy it may not be, but from the business pomt 
·of view it is wrong and suicidaL 

• Q. In your personal experience of your own auiit or your kno:w~edge of '?ther 
.audits, has it ever been the case that they have adopted the system gIYlng the higher 
valuation ? . -

A. No, not in a single case. 
Q. I do not want a';y names, but has it ever been suggested to you that the method 

.should be ch .. ng"d ? 
A. No. On the contrary, I have suggested to them to cut down the prices looking to 

the depresaio n. -
Q. You have' suggested that they should adopt the first o( the ~wo alternatives, 

,.that is, that they should follow the method of valuation which gIves the lower 
valuation. 

A. Certainly; and they have been accepting it because if they do not cut down the 
IPrice in the current year the loss will come i~ the next year.. . 
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Q. It is bound to c"me sooner or later. Your suggestion is that they should face it at 
once' 

A. Certainly, that is at the proper time when the market has gone down it must be cut 
d.:-wn. ' 

Q, Then your general view, I understand, is that there is nothing really wrong with 
, the system of audit here except that it should certainly be more exhaustive' 

A. More exhaustive. And again I should like to say something regarding the provision 
'of depreciation. Here in the statement of the Millowners' Association it is stated we 
consider the percentage of depreciation to be as under:- " 

Two and a 'half per cent. on buildin/t; 5 per cent. on spinning, and weaving 
machinery. ' , 

There I would like to make one suggestion. Two and a half per cent. for buildings 
housing heavy machinery and 5 per cent. or 7! per cent. for other buildings which are 
of less substantial construction, for example, godowns, and so on. Five per cent. on spin
ning and weaving machinery is all right. Then," the depreciation fund is being utilised 
by certain mills for the improvement of machinery." I disagree here. It is very rarely 
so used. " While some utilise it in extensions" : in many cases that happens "Though 
the rcal purpose of this fund is to effect the upkeep and renewal of machinery." It is 
not upkeep but it is replacement of machinery. Unfortunately the system of upkeep 
followed in Ahmedabad allowed by the Articles of the Company is to deduct the amount for 
these current repairs whiC'h is in fact a charge against revenue from the depreciation 
fund instead of debiting it to profit and loss account. It is not in the interests of the 
company because tht' provision of dep...,ciation fund should be such that at the end of '20 
YOM'S or so or after a partioular period, the company must have certain funds available in 
order to replace the whole machinery. It is not the practice here to do that. So my 
objection is that firstly, provision for depreC'iation must be made compulsory, at least when 
they are going to declare dividends, if not in the years in which they have made loss, and 
secondly, they must not be allowed to debit these repairs charges. to depreciation fund. 

Q. That is a very important point. I quito agree with you. But would you 
have the Companies Act amended to make depreciation a· first charge on profits if 
there are any' 

A. Our duty is to audit the accounts in the light of the Articles. 

Q. Do you consider that would L~ It useful measul'e ? 
A. Yes. The Rajnagar Spinning and Weaving Company in the year 19U has made 

a gross profit of 2 lakhs of rupees without making any provision for depreciation. After 
this they have taken 1 lakh to depreciation fund which does not come to 5 per cent. and 
at the same time if you see the depreciation fund account, you will realise that though the 
aotual amount taken out as depreciation fund is 1 lakh and the amount actually rredited 
is muoh less because the amount, of repairs have been deducted t.herefrom. So they have 
credited llakh of rupees as depreciation. It is not the fnll allowance. Thfl full deprecia
tion comes to IJ lakhs. They provided partial depreciation only. So in fact they have 
credited only Rs. 50,000 instead of Ra. 1.50,000. Still the company is paying dividends 
at the rate of 20 per cent. It is why I should say Ahmedabad mills are distributJng divi
dends. This is not .the only case. Such things do happen in many cases. So my point 
is that they should not be allQwed to provide for less depreoiation. They must have full 
doprMiatJon and they mUl\t not be allowed to deduct thE'se repairs from the depreciation 
fund, at least whn they are declaring dividends. It may he different in the years of loss. 
Further, this amount of depreciation fund should be invested outside the concern, prefer
ably in gilt edge~securities so that it oan readily be available at the time of replacement 
and it shf)uld not be utilised in extensions: because I know there are mills quite well off 
who have not made extensions and they are able to replace the whole machinery. Soma 
are at present repl&<'ing machinery beoause they are in a position to do so, as they havll 
Dot ipvested tb,eir funds jn extensions. So it is desirable that it should be invested in 
gilt edged seourities. Again there is a clear provision in the Articles in some of the com
paniE'8 here that the amount to the oredit of the depreciation fund is even ayaila~le 
for distribution 'as dividend. It seems to be. absurd from the accountancy pomt 
of view. 

Q. Is that common? 
A, It is provided in many Articles, though in practice it may not be so common. So 

in a lean year they ran declare dividends even from depreciation fund and outsiders may
think that Ahm~dabad mills are prosperin~. So some amendment to that etl'e,'t should 
also be made. 

Q. Raia Harl KiBhtJn Kalt.'.-·The remarks which you have made about the valuatioIk 
of stocks apply to cotton as weI: as cloth? 

A. Cotton, cloth and yarn. 
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Q. You are quite sure that in no case has clota been overvalued ? 
A. Yea, at least as far as the ooncerns I have audited. I can say 80 alao in thc case ot 

those HeMI'8. Engineer also audit. We fonow the same principles. 

Q. In the c8l!e of reserves, when they have reached the limit where they are sufficient 
for re~ewa\s of machinery, would you have any objection to the surplus being used in. 
extensIOns ! 

A. I do not think that from any balance sheet of any compa.ny in Ahmeda.ba.d, it ma.y 
safely be said that it has reached the necessary reserves, beca.use they a.re ea.ten np by 
the system of current repa.irs. 

Q. We ha.ve seen certain cases in which the reserves a.ccumula.ted on account of depro. 
"iation and other items are fairly hea.vy. They ~ill·ena.ble the mills completely to· 
repla.ce th~ old machinery. In Buch ca.ses have you any objection to utilizing reserve· 
for exterunons ! 

A. There would be no objection. 

Q. Would you keep the deprecia.tion fund intact to the extent of being a.ble to replace' 
the ma.chinery at a.ny time when it became neces.~ary ! 

A. Yes. 

Q. Talking about good a.nd ba.d debts, don't you think there is much room there foJ" 
negligence on the pa.rt of the auditor? • . 

A. Certainly. 

Q. What are good debts and what a.re ba.d debts ? 
A. But for that our practice is that we ask the oompa.ny to furnish a. list whioh they 

consider to be good or bad. 
Q. Do you check them? 
A. Yes, we check them with the ledger. 
Q. You sa.tisfy yourself 80 fa.r as the a.ccounts are concerned wb.llther .the debts, 

are good or ba.d. But you ca.nnot sa.y \\ hether they are really good or rea.ny ba.d 
Jebt. ? 

A. \\ e ca.nnot 8a.y. We have to rely upon the certifica.te given by the a.gents, unless 
we know the pa.rticnla.r man individua.ny. Of course J happen to know because I a.m. 
oonnected with so many concerns here a.nd I :.m in touch with loca.l people. 

Q. But generany a.n a.uditor could not in every ca.se be expeoted to deteot a. ba.d debt· 
even though the mill agents oertified tha.t it was a good debt! 

A. Nobody on eo.rth oa.n do that. 

Q. As rega.rds the ina.dvisa.bility of an auditor being reiated to the ma.naging &gents,. 
if the auditor is upright enough, there is no fea.r that he wiD be pa.rtia.l or tha.t he will' 
oonnive at the misde<lds of the a.gent. But supposing, he is under the inftuenoe of the 
a.gents he ca.n, as you say, be capa.ble of not doing the proper thing? 

A. Yes. But that wiD a.pply to a. rela.tive as well as to a stra.nger if he is under the 
inftuence of the ma.na.ging a.gents. 

Q. Has not a. relative a greater oha.nce of being under the influence of the mill &gent. 
than a person who is not related ? 

A. It is not my persona.l experience. I can so.fely sa.y that I do not come under 
anybody's influence. . 

Q. As a genera.l prinoiple, don't you think that a. relative has more cha.nces of trying 
to he pa.rtia.l ? . , 

A. That may be so. But a.t the sa.me time we have got our own responsibilities. 

Q. That is true, of course. It is only when one does not discharge his responsibility 
properly that all these fa.ilures occur. We have been told that a.ll these failures a.re due· 
to people not being honest in the discharge of their functions. 

A. Ra.ther they were negligent. 
Mr. M~i"mddr.-In your firm, you have got a.ny other chartered a.coounta.nt ? 
A. No; I a.m the only ono. There is no pa.rtner or anybody. 
Q. You suggested. the publication of six monthly ba.la.nco aheets. Do you think that 

would improve matters ? 
A. Here the ba.lance sheet is published a.t a.n interval of 15 months. ' 

Prulde"'.-How do you mean' at a.n interva.l of J5 months' ? 
A. Supposo a. oompa.ny has publishE>d tho"ba.lance sheet of 1925 in J~ne or .Tul~. Next 

yea.r they" ill puolish it in Au~ust OJ" September. In that case the mterval wtll be U. 
or 15 months. 
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Q. Rut the following year they would have to get baok to July. 
A. But then it is required by the Act that the balance sheet of a company should be 

published within 15 months from the date of the last general meeting; but in any case it 
'should be before the 31st December. So nobody can go beyond December. 1 think the 
publication of the' balance sheet half yearly just as in the case of banks and s~me jute 
mills iq preferable. 

Mr. Majmllaar.-The general experience in the case of the cotton milTs is that one of 
the half years is not as good as the other and therefore they prefer to publish the balance 
·sheet for the whole year. • 

A. Yes; but as far as the declaration of the dividends is concerned, they may not be 
declared during the first half of the year. 

Q. If the mills issue the balance sheet every half year, naturally the shareholders will 
·expect dividends. In the case of the banks, so far as I know, they hold meetings 
once a year. But when they issue balance sheets, they have to declare the dividends. 
Is there any particular advantage in the issue of a six monthly balance sheet as against 
the yearly one? ' 

A. I was driving at a certain point of view. Yesterday Mr. Desai told us that a certain 
mill agent had mortgaged the mill. Suppose in that case the shareholders come to 
know of it earlier. Under the Companies Act. we have to show se}Jarately the liabili
'ties, secured and unsecured. If it. is secured we have to show how it is secured. For 
instance, take the Marsden Spinning and Weaving Mill. 

Q. That could be met by making a provision in the Act that the balance sheets should 
·be puhlished within three or four months after the closing of the year. 

A. I am not particular about it. . 

President.-Itake it that your real rea.son for suggesting publication of a six monthly 
balance sheet is, you think it would keep the shareholders up-to-date with what is 
going on 1 

A. Yes, sp!'Cially with liabilities and so on, not particularly for profits. 
Mr. Majmudar.-I have got some balance sheets here. It is not clear there whether 

i.he agent!<' firm have borrowed any amount or not. 
A. It is not shown separataly. It may be that they may not have drawn any because 

the agents have put in 20 lakhs as their own. They cannot withdraw when they have 
put in 20 lakhs to their oredit. 

Q. The very fact that you have not mentioned it, means that there is none drawn by 
the agents' firm , 

A. Yes. The particular mill agent to whom you are referring has got no 
shop. 

Q. When the amount is leut to the mills would it not be better to mention the names 
of the mills to whom the amount. is lent! 

A. It is better. 

Q. You do not insist on doing so ! . 
A. No. I do not insist that it should not be shown. In the Companies Act it has 

been stated that debts due by directors or other officers of the company or any of them, 
~ither severally or jointly, be separately stated in all cases. It is a separate entity. So 
it is not shown. . . • 

Q. I want to know whether it would not be advisable to mention the names of the 
milla... to which the money is lent .. 

A. 'But aere the practice is not to put in one mill. So it will be a very big 
list. 

Q. SO far as I know the Bombay mills show the amounts of deposits with the various 
banks separately though they may have deposited even in fiva banks. 

A; Yes. In this case it will not be less than 15. 
President.-Even if it is 15, would it not be l!odvisa.ble ! 
A. Yes, it will be advis:t.ble. 
Mr. Majmudar.-Then you mention that the system of putting money with shroffs 

is good if the firm of shroffs is a sound one. Who is to decide whether the shroff's 
position is a sound one! Do they issue balance sheets Y 

A. They do not. But anybody in the market can tell you. Even the share brokers 
themselves can tell you. Of course it cannot be definite in any way. 

Q. But the shareholders cannot be expected to know the financial positio of the 
.sbroffs merely from the names 1 

A. No; they cannot know. 
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Q. As regards the use of the depreciation fund for extending the mills, your view ie 
that that amount should not be spent on extensions ? 

A. Yes. 
Q. You agree that the depreciation amount is to be used for putting in new machinerv 

when the old machinery is not of any use 1 Would not extending the mills mean putting' 
new machinery in anticipation of the old machinery going out of use in the near 
future t 

A. When you keep both of them working 1 
Q. Suppose a mill has been running for 15 or 20 years and after 10 years the machinery 

has to be replaced. They would extend the mill beforehand so that when the machinery 
is useless or uneconomic they would stop it. 

A. The practice followed is that many times extensions ,are not made for earning 
profits. . 

President.-Your point is that owing to the Ahmedabad system of commission on sales 
the extensions are not carried out for profits? 

A. Yes. 
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A:S:SEXUREA 

A11dit in Briti8h India 

'J. Ramchandra Narshi Ginning Co., Ltd. .. 
'2. 'Marsden SpimUng and Manufacturing Co., Ltd. 
3. Bharatkhand Cotton Mill Co., Ltd. 
4. Bharatkhand 'l'extile Mills Co., Ltd. 
5. Jehangir Vakil Mills Co., Ltd. 
6. Gujarat Cotton Mills Co., Ltd. 
7. Maneklal Harilal Mills Co., Ltd. 
S, Universal Trading Agency, Ltd. 
9. The Ganesh Printing, Ltd. 

-10. New Cotton Mills Co., Ltd. 
.11. Sarangpur Cotton Mills Co., Ltd. 
-12. Ahmedabad Cotton Mills Cn., Ltd. 
13. Ahmedabad Laxmi Cotton Mills Co., Ltd. . . 
14. Aryodaya Spinning & Mfg. Co" Ltd. (No.1 & 2) 
15. Aryodaya Ginning & Mfg. Co.; Ltd. . . 
16. Rajnagar Spg. & Mfg. Co., Ltd. (No. I, 2 & 3) 
17. Commercial Mills Co., Ltd. 
IS. Bharat Laxmi Cotton Mills Co., Ltd. 
19. Silver Cotton Mills Co., Ltd. 
20. Swadesh Laxmi Cotton Mills Co., Ltd. 
21. New Textile Mills Co., Ltd. (No.1 & 2) 
22. National Mills Co., Ltd. 
23. Pancbal Brass &-Iron Works Co.,-Ltd. 
24. Yepar Uttejak Ginning & Mfg. Co., Ltd. 
25. Abmedabad City Mills Co., Ltd. 
26. Na"ari Mills Co., Ltd. 
27. Whittle & Co., Ltd. .. 
2S. / Whittle Andusion, Ltd. ' .. 
29. Joint Ginning Co., Ltd. 
30. Lalbhai Trikamlal & Co., Ltd. 

.. . 
A "dit8 in Baroda and Bhavnagar State 

Yiramgaum. 
Ahmedabad 

Do. 
Do. 
Do 
Do. 
Do. 
Do. 
Do. 
Do . 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 

Viramgaum (Recent). 
Ahmedabad. 

Do. 
'!adbwan Camp, 

.. 'lramgaum. 
Do . 

Ahmedabad. 

1. The Maharaja Mills Co., Ltd. Baroda. 
2. The Ma.haraja Woollen Mills Co., Ltd. , . Do. 
3. The Sayaji Mills Co., Ltd. Do. 
4. Kadi Industrial Co., Ltd. .. Kadi. 
5. The Baroda Spg. & Mfg. Co., Ltd. Baroda. 
6. The New Baroda Spg. & Mfg. Co., Ltd. Do. 
7. Blllakhidas Mills Co., Ltd. Petlad. 
S. New Jehangir Valdl Mills Co., Ltd. Bhavnagar. 
9. The Ghanashyam Pharmacy Co., Ltd. Baroda. 

10. Kadi Laxmi Cotton Co., Ltd. Kadi. 
n. Kadi Ginning & PrPBsing Co., Ltd. Do. 
12. Mahandra Ginning & Pres3ing Co •• Ltd. .. -Ttola.· 
13. Kalol Cot.ton Mills Co., Ltd. KaJol. 
14. Gujarat Prindent & Industrial Co., Ltd. Baroda. 
15. Indian Death Insurance Corp., Ltd. Do. 
16. Imperial Ufe & Death Corp., Ltd. Do. 
17. Gujarat Cattle Co., Ltd.,. " Do. 
IS. National Mutual Death Bempt. Co., Ltd. .• . Do. 
19. Dabhoi Electrio Power Co. • .•• Dabhoi. • 
20. 1Ilessrs. ~arhari Kalidas & Co., Ltd. •• Kadi. 

30 British India. 
20 Baroda State; 

Totltl • • 50 Companies. 
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... ·0. ,I ,. Xaau,. of ti,e 1I,n. of Ahmedabad 

~J--
Spindles 

Fees reot'lved 

Looms ! 0::: ina!:~:r . 
i auditors aooounte of 

.~ _____ I ____ l_9_25 __ __ 

'I lIarsdea Spg. &: Hlg. Co., Ltd; 10,000 a52 250 

2 Bharatkhaod Cotton lillis, Ltd. 21,628 417 225 

3 Bharatkband Textile HI~. Co., Ltd. 22,544 ~80 2 125 

4 J ehanglr V cokilllilis Co., LW. 27,108 521 1 200 

6 lIaneklal HarilaI11IIIJ!, Ltd. 28,000 600 250 

II Ne .. Cotton 1III1s Co., I,td. \!iI,S16 576 2 200 

Sarangpur Cotton lillis, Ltd. 26,764 576 2 200 

8 Abmedabad Cotton lillis, Ltd. 29,182 688 2 200 

II Lasml Cotton lIIIIs Co., Ltd. 85,157 225 

10 Aryodaya Spg. &: Hlg. Co. ,Ltd •• NOB. I&: 2 40,270 1,216 2 200} Twomm.. 
11 Aryodaya GIg • .t lIfg. Co., Ltd. 86,000 560 2 125 

12 aajnagar Spg.ct Hlg. Co.,Ltd. No.1. 18,912 .~28li 
No.2 19,120 1 

I 
30d Three mills. 

No.8 12,672 6UJ 
13 CommercialYl1IJ! Co., Ltd ••• 28,148 572 2 

I 
150 

14/ Bbarat Lasmi lIillJ! Co., Ltd. (Under co nstruction) i 1 100 

15 Silver Cotton MIIIJ! Co., Ltd. 19,036 1 

I 
150 

16 Ne1lOTextilelllllJ!, No.1 &: 2 32,412 928 250 'fwomills. 

17 Xationalllllls, Ltd. 15,196 400 2 I 100 • -
~ ./ 18 Cllr of Ahmedabad Yills' Ltd. ' 21,296 406 150 

19 Gujarat Cotton lillis, Ltd. 29,892 616 12~ 
i I 

20 SWadesb Lumi YillJ! ''(Jnner co natructiOn)j 1 I 100 

I-I I 
i I Tot&! "1 3

,625 

. Average per lIiIl about &.180. 
In 11 miIIJ! there Ia one Audiror. 
In II mills there are two Audita .... 
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Witness No. 87 

Mr. LALBHAI BOGILAL, AHMEDABAD 

Written Statement. 

Section I.-Genel ale 

.1. There is more depression iD. Bombay Mills than in upcountry Mills. 
a The cailses of depression are of a permanent nature so long as the Mill agents. 

, and the (ffivernment do not make any reform in the management and the commission 
system. 

4. If cotton goes down and the'price of cloth and yarn be steady the mills will 
not close and will work with a margin of profit. 

6. H cotton goes down the mill may work more profitably and there may be an 
improvement in the condition of the mills. 

10. The mills lose 5 to 7 per cent. in earning due to mismanagement only. 
U. In Bombay due to depression in trade some mills are closed. sold and have gone' 

into liquidation while in Ahmedabad due to mismanagement of the agents 'about ten 
mills have gone into liquidation,. 

12. 'l'here has been a decrease in the export of Iudian yarn on account of the milJs. 
established in China and Japan. 

Section II.-Nature and extent of competition betwten imported good& and 
those of Indian manufactur~. 

32. The Iudian inills suffer greatly because due' to bigh exchange . foreign cloth js 
sold cheaper and people vee it. 

Section III.-InteIM/ r01wFetiti07l. 

35. We do not believe that Ahmedabad mills and upcountry mills hav:-preference 
to Bombay mills in buying raw materials. 

38. As stated in the British Industry Act the management should be carried on 
eoonomioally but in Ahmedabad and Bombay the mills are not managed e.conomically_ 
On the other hand they are managed expensively. 

As far as we know the managing agents do not do the work which they have to d~ 
but they employ their own men or relatives with very large salariee. They are also 
very careless in buying cotton stores and coal and in selling cloth and yarn. Thereby the, 
mills suffer greatly. • 

40. Ahmedabad mill agents should be compelled to take commission 011 profit as is. 
done in the Bombay mills. Iu Ahmedabad the agents take oommission on sale or on ' 
production of oloth and yarn and thereby the share holders get very little a.9 dividend. 
If this system of taking commission on sale or on production of oloth and yarn contillues 
longer there is a possibility of Ahmedabad mills going into liquidation. 

Before the year 1917 most of the agents of the Ahmedabad mills took only three pies< 
per 11>. on production as their commission. Thereafter in war times due to big profits 
they changed their system of commission and fixed 3 to 4 per cent. commission on the 
sale of cloth and yarn. Iu this way the commission is increased to three to three and a. 
halftimes the commission which they took before the year 1917. It was then only th!ee 
pies per .lb. on produwtion of oloth and yarn. The agent who got Rs. 40.000 commission 
before the year 1917 now gets Rs. },40.000 as commission. At present when there is 8. 
depression in· trade and the share holders do not get dividends and the Government 
has come forward to support the industry by abolishing the 31 per oent. cotton exoise 
duty. the agents do not make any change in thei!: huge oommission and they do not. 
even reduce their commission in suoh time of depression in trade. Therefore we pray 
you to recommend to the Government to pass a speoial resolution in the Counoil t~ 
compel the mill agents to take their commission on profit and not on sale or production as 
hitherto. Iu Ahmedabad only eight mills have not inoreased their commission as others 
have done. 
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, During the time of the increment of OOUlIIlissipn they have built new mills or have 
purohaaed the old miUs and have changed the n&me8 and at the same time they havil 
inserted in the Artioles of Association of the company a olause providing 3 to 4 per oent. ' 
commission on sale of oloth and yarn. The names of such mills are as fottows :- " 

'1. The Ahmedabad Jupiter Mills. 
2. The Rams. Krishna MiUs. 
3. The City of Ahmedabad Mills. 
4. The Ashoka Mills. 
6. The Aryodya Ginning Mills. 
6. The Indian Spinning Mills. 
7. The Marsden Mills. 
8. The Vivekanand Mills. 
9. The Silver Cotton Mills. 

10. The Fine Spinning Mills. 
11. The New Shorrock ~. 
12. The Shorrocl< Mills. 

The mills that increased the commission in the yea.r 1917~by oha.nging the deed of the 
company by special resolution are as follows :-

1. The Calico MiUs. 
2. The Rajnagar Mills. 
3. The New Cotton Mills. 
4. The L&xmi Cotton Mills. 

_6. The Ahmedabad Cotton Mille. 
6. The Sarangpur Cotton Mills. 
7. The New Textile Mills. 
8. The Bharatkhand Textile Mills. 
9. The Ma.nekchowk Mills. 

10. The New Maneckchowk Mills. 
11. The Sara.ngpur Mills. 
12. The Kaiserihind Mills. 
13. The Raipur Mille. , 
14. The ,Maneklal Harilal Mills. 

15. The Gujerat Cotton Mills. 
16. The Gordhan Mille. 

17. The HlmabhJloi MiUs. 
TheVaso Mpis. " -18. 

19. The Jehangir Mills. 
20. The"Waste Cotton Mills. 
21. The Bhara.tkhant Cotton Mille. 
22. The Astodi, Mills. ,: 

23. The Industrial Mills. 
24- The National Mills. 

26. The Becha.rdae Mille. 
26. The Commercial Mills. 

27. The Baroda Mills. 
28. The Shri Naga.r Mille. 

. 4L H the mana.ging a.gent does busines~ other than managing the mill' it is not 
beneficial to the mill ' 

43.- The mills that bve bought machinery in wa.r time at very high prioes do 
not earn. 

140 y 422-29 
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Section V.-Mill Finance. 
48. The agent who 'has two or more mills in his management uses the reserve funds 

of the good ooncern in his other unsafe concern and thereby P\lts that good concern in 
difficulty. Due to this reason only ten mills in Ahmedabad have gone into liquidation. 
This system should also be abolished and the reserve funds should be invested in Govern
ment securities. 

Section VI.-Costs of Production. 
61. It is not a good system to speculate in forward delivery of cotton and to make 

forward -oontracts of cotton because sometimes the agent behaves dishonestly and in 
this way the mill greatly suffers. This system should also be abolished. 

General.-If there be the following reforms in the current system of the management of 
the mills there may be much improvement in the present bad state of the mills. 

1. ' Here in Ahmedabad there are many' mills in which there are such persons 0.& 

directors who are either agent's commission partners or agent's relatives. They do not 
look after the management at all and thereby the interests of the share holders are not, 
watched. Therefore there should be outsiders as directors. 

2. Here in most of the mills there are auditors who are relatives or the men of the 
agent's who sign the balance sheet without carefully auditing. Therefore auditors should 
be appointed by the Government. ' 

3. In most of the mills in Ahmedabad the agents put the stock in the balance sheet 
at one-quarter of the value of the goods and in this way they do not show the real earning 
to the share holders. Their motive in doing this is that even in bad times they can take 
away their full commission. Therefore the minimum price of a stook in the balance 
sheet should be fixed by the Government. Then only the Government will get the real 
Income Tax and the share holders will get thll real dividend. • 

4. The hereditary system of agentship which is prevalent in Ahmedab!ld is not good 
because no matter how illiterate an heir may be he becomes the agent and ruins even 
a good mill. The following comp,mies in Ahmedabad have gone into liquidation due to 
this reason only :-

1. The Viramgam Spinning Mills. 
2. The Whittle Spinning Mills. 
3. The'Swadeshi Mills. 
4. The Asarva Mills. 
5~ . The Alfred Mills. 

6. The Saraspur Mills. 
5. The agents who have many milJs and are travelling or are ignorant of the mill 

industry employ their relatives or their own man at a larger salary that even a civilian 
in England oannot draw. These men are also paid from the mills instead of being paid 
(lut of oommission. 

6. The Government should appoint an offioer who is expert in the mill industry who 
can supervise the management of the mills and oan also inquire into the management 
of the mill if requested to by the share holders who complain about the mismanagement of 
a oertain mill. The expense entailed should be oollected from the mills. ' 

7. It should be seen to that the agent cannot extend the mills by increasing the debt 
_ ~f the oompany :- ' 

8. If the commission be reduced and the management be carried on economically the 
mills' can stand against Japanese competition. If~the present system of commission 
,continues, the agents will become wealthier an~ wealthier and the country will be ruined. 

In short, the following suggestions should be taken into consideration for the 
'prosperity of the mill industry :- • 

There should be new machinery (the machinery should be renewed every twenty 
years). 

There should be an honest agent. 
There should be oommission on profit. 
The salaries should be paid aooording to qualifioations., 
The hereditary system of agentship should be abolished. 
'rhe munioipal taxes and the railway freight should be reduoed. 
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WItness No. 87 

!'Ir. HIBALAL KESHAYt.AL SHAY AND OTHERs, AHMEDABAD 

WriUen .tatemenl dated 18t J..uy 1926 

We the following signatories to the petition ale share-holders of Ahmedabad mills 
(limited companies) and most respectfully take this opportunity to bring to your honours' 
Botioe the various irregularities and mal-practices practised thereon, as far, as our 
information goes. 

1. Some mills. have very big reserve funds. and when the mill is not in need of money, 
the agents lend money to others. and the mills are put to a 108l! unnecessarily. 

2. Some mills have directors. either relations or oonnected with the agents, and under 
the influence of the agents, or commission-holden in the agency commission, and the 
interests of the share-holders are not safeguarded. Therefore persons having no concern 
with the agent must be appointed directors_ 

3. The benign British Government, to safeguard the interests of the share-holders. 
has ordered that the certified lIouditors must be appointed to examine the accounts, but 
the agents appoint their relations or their acquaintances as auditors, and issues balance 
sheets as they deair.. A check should be put to this. . 

4. In lome companies. the balance is put 25 per cent. of the actual value, and there 
fore the compan:es' profits are not properly shown. The result is that the share-holders 
do not get proper dividend and the Government does not receive the proper income-tax. 
All this is done with a special object in view that the agents might get proper commission 
next year (in times of depression). Strict inquiry should be pursued by your honours in 
this matter. -

5. The agents of the mill QOmpanies used to get as their commission 3 pies per lb •• 
but during the great war. the agents of many mill companies at Ahmedaba4 increased 
it, and they charged 3 to 4 per cent. on 8ales. Your honours would be most 19raciously 
pleased to carefully inquire into the matter, and report to the Government that the agents 
~f the Ahmedabad mill companies ought to charge cbmmission, on profit8 only, as the 
agents of the Bombay mill companies do. According to the increased rates, the agents, 
oithe Ahmedabad mill companies, who used to get Rs. 40,000 (forty thousand) as commis' 
sion now get about one lakh and a quarter, thrice as much. Your honour would be 
pleased to make matters alright, and help the share-holders who have alao contributed 
to the growth (prosperity) of the oompany. 

6. The agents of some mill companies with a view to get big commiSsion extend the 
mill to an extent greater than the capital of the companies and make the companies 
indebted. Therefore the share-holders do not get dividend at all and sometimes the 
oompany goes into liquidation. Proper inquiry should be made in the matter_ 

7. In many mill companies, the agency of the mill is hereditary. The agent for the 
time may be clever and good, but the heir may be inexperienced and therefore some mill 
companies get into difficulties. That system must be stopped. 

8. The agents of some milloompanies'with an object of benefiting their relations and 
acquaintances do bOt superintend work, which they ought to do, but employ their 
relations and acquaintances' on a very big salary, and pay them. from the company; 
The salary should be paid from their agency commission. Efforts must be made in 
this direction. • 

9. According to our information 'the agents of !!ome mill companies start business 
,shops in the name of their relat"ions or aoquaintances to buy and sell yarn, cloth, and 
to purchase cotton and store. 'rhe agents have a substantial part in the shops. Inquiry' 
should be made into this matter, and it must be checked. 

10.. The agents of some mill companies buy forward cotton for the company in 
their names and do not get the contracts registered in the company. In order that 
the agents may not derive ,undue advantage, owing to the fluctuations in prices, forward 
<lOn~racts must be registered at the times in the company when they are made. 

11. A special officer must be appointed by the Government in order that no undue 
advantage may acerue to any body by the sale and purchase of goods by the companies 
and share-holders may communicate their grievances to him. Every mill compaJJ.Y 
should oontribute rateably towards the expenses of the special officer's department. 

lila i422-29a 
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12. The undersigned most humbly and respectfully request your honours to carefully 
and exhaustively inquire into the matter and do the needful into the matter. Special 
attention must be paid to the increase in agency commission, as sometimes Rs. 25,000 
are distributed to the share-holders and the agents take away Rs. 75,000, thrice the 
amountfor their commission. I! times of the depression of the industry, the companies 
would greatly suffer. Your honours would be most gracionsly pleased to'inquire into 
the whole matter very carefully and report to the Government to make necessary changes 
and thus save the textile industry from min, and law may- be changed to suit 
the changed conditions. , 

13. Lastly. we bring to your honours' notice that we are willing to give evidence, if 
there be any ,need and if ordered by your honours. ' 
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Witness No. 87 

Mess1'l. LALBHAI BOGILAJ, AND WRALAL KESHAVLAL SHAY 

AHMEDABAD 

Oral Evidenu relJ01'ded at .Ahmedabad on 1M 15th September 1926 

(Tra1l8laUd into Engli8h/rom Gujarati) 

Pruidenl.-What is this Association ~f which you are a Director, Mr. Bogilal ! 
A. I am a Director of the local Stock Exchange. 
Q. Are there many Directors, or only one ! 
A. There were eight or ten directors in the beginning but at present there are 

fifteen in ,,11 including President and Secretary. . . 
Q. Who is the chairman of the Directorate t 
A. Mr. Chandulal Chamanlal. 
Q. How many members of the Association are there altogether! 
A. About 400. '. 
Q. How long has the Association been in existence ! 
A. About 32 years. • 
Q. Is it purely a Brokers' Association t 
A. Purely " Brokers' Allsociation. 
Q. Are you connected directly with any mill t 
.<\.. No. 

Q. YOIl say that mills 10 ... 5 to 7 per cent. in earning due to mismanagement~ What 
are your reasons for saying that! . 

A. The mills have to incur more expenses in buying stores, cotton, coal and other 
materials. 

Q. Do you mean that if they were to manage things properly they would get stores, 
cotton, etc., cheaper than they do now! 

A. Yes. As the managing agents employ high salaried men the expenses are high. 
Q. They naturally are. If you pay more on your salari.es, your expenses are natUl'al~ 

higher. 
A. It is the duty of thd agents to do all this work. They ought to pay these high sala-

ried persons from the commission they get from the mills. 
Q. In what capacity are these high salaried offioers employed? 
A. As manag"rs. 
Q. What do you mean by managerS? . 
A. By manager I mean secretary. He has to sign letters and do all such things. 
Q. Is the seoretary's pay debited to the mill t 
A. It is debited to the mill account. 
Q. The pay of the secretary f 
A. Yes. 
Q •. Although his work is entirely in the managing agent's office. 
A. Yes. Tb.e secretary works in the managing agent's office. It is the work that the 

managing agent ought to do. 
Q. What pay does he get t 
A. &S. 1,500 to &S. 2,000. 
Q. In how many mills a!'O there secretaries on &S. 1,500 to &S. 2,000 f 
A. In about ten mills. 
Q. Can you give UB the names of a few t . 
A. The Bechardas Mill, th" Gujerat Cotton Mill, the Calico, the .Tubilee, and there may 

be others. If you will enquire into the matter, you will find more. 
Q. Your complaint is that these people do purely secretarial work which ia the work of 

:the managing agents ! 
A. Yes. 
Q. They are not mlln with technical experience who have bee~ through the mills them

ilelves. 
A. They haye no technical knowledge of the spiIl$g, weaving or engineering depart

ments. 
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Q. How do you know that managing agents are I' very careless" in buying cotton. 
stores, and coal and in selling cloth and yarn? What reason have you to say to that? ' 

A. The mill agents have got their own firms. Some have stores. Some have their 
own collieries. ' 

Q. Which of the mill agents here has collieries? 
A. Sheth Mangaldas Girdardas. 

Q. Where? 
A. It may be in Calcutta. 
Q. Are you sure there is a colliery? ' . 
A. I do not know whether the colliery is iIi his name; but that he has interest in the" 

colliery, I am sure. ' 

Q. Which mill bought machinery in war time at very high prices? 
A. The Aryodaya Ginning, the City of Ahmedabad and the Calico. 

Q. And are all those mills not making any profits now? 
A. They do earn profits; but the profits are very small. The Calico whi<lh used til' 

give a dividend of Rs. 125 is now giving a dividend of Re. 18. 

Q. Are you not lucky that you get a dividend at all ? Thore are other mills which did 
not bny machinery in war time and which pay no dividend at all. . 

A. Those mills which have not Ilxtended in war time are able to give good dividends. 

Q. Which mills are giving good dividends? 
(The names of t·he milLq Wel'6 written down and sho,,;n to the President.) 
A. Each and every mill which has not extended is paying ~od dividends. 

Q. Rea,lly the state of affaire of Ahmedabad is fairly satisractory ? Except for those 
excl'ptional cases, the mills are paying quite well ? 

Mr. Ma.imudar.-Are they able to declare dividends? The question is as til' 
whether the mill assets are good or whether the mill gives good dividends ? 

A. The mills give dividends well because they have good reserves and they are getting 
interest on that. The mills are earning some profits and these are supplemented by the 

. interest on the reserves and also they have no interest to pay on the working capital 
and therefore they are able to give dividends. . 

<.. President.-Both of you suggest that outsiders should be appointed Directors of the 
Company. How is that going'to be done? 

A. In 90 per cent. of the cases the Direotors are the agents' nominees. 

Q. But if the agents have got the majority of shares, how are you going to get outsidem 
as Direotors ? 

A. Government may legislate that a certain proportion of the Directors will be nomina
ted by the Government just as is done in the Municip"l Board. 

Q. Where are the Government going to get people from who know sufficient ab~~ I 

the working of the mills, to be nominated as Dirbctors ? . 
A. The Indian Civilians will take up all this work. Government is catrying on 

Buch a big administration and it will not be diffioult for the Government to do this. 

Q. It would be very expensive. 
A. The amount may be recoverdd from the mills. 

Q. There have been complaints in the past-I do not know about Ahmedabad_bout 
the way in whioh the Bombay Stock Exchange is run. Do you suggest a Government 
Direotor should be appointed for your Stook Exchange? 

A. Government has already appointed Directors in Bombay Share Market. 
Q. What are their names f 
A. They have appointed an Advisory Board. 
Q. They have appointed a Committee to enquire into ita working. 
A. The same Act will be apilicable to the whole' Presidency. 

Q. Are there many agents here who have got two or three mills ? 
A. Yes. There are many. Ambalal Sarabhai has two mills. Mnngaldas Giridar

das, four mills. Amritlal Damodhara Das, three mills in Ahmedabad. Motilal 
Hirabhai, three mills. Jivanlal Giridharalal, two mills. Kasturbhai LaIbhai, two mills •. 
He is managing a third mill also and getting a certain remuneration. 

Q. Mr. Bogilal, you represent here the shareholders of these mills. Cannot you refuse· 
to invest in ooucer,llll with the management of which you are not sawfied f 

A. If it is a question of new investment, the share-holders will think twice:before they 
invest. But we have already invested and so there is no way out of, it. 



Mr. Ijuhba Rao.--Can't you Bell out , . 
A. We are sharebrolrers. We are dearmg in shares. And if we ourselves. seu, 'Wha~ 

are we going to do afterwards ? 
Raja Ha'" Kia/'Im Kaul.-Axe there any managers in any mills? Is any mill here 

employing a manager? 
A. For the insid ... work they have manag"'rs. Somo agents 8.Ie obliged to engage 

capab1f, men as they themBelves do not know the work. 
Q. I want to know whethor any managers are employed. 
A. In some cases managers are employed besides the secretaries • 

. Q. Can yon give instances? Or is it that the secretary isa sort of substitute for the 
manager and he assists tho mill agent in carrying out the work of the manager? 

A. Whether he is called a mo.nagor or secretary, as the managing ag?nts have to keep 
a man because either of their incompetsnce or of any other reason, bis salary ought to 
be dehited to the managing agents and not to the mill account. 

Q. You think that no protection is needed? 
A. Both protective duties as well as improvement in internal management are neces. 

sary. 
Q. But here you say .. if the commission be reduced and the management be carried 

on eoonomioally the mills can stand against Japanese competition. If the present system 
of oommission continues, the Agents will become wealthiel' and wealthier and tbe. 
country will be ruined". 

A. We believe that if the commission is charged on profits, the management will 
improve and they will be able to withstand not only Japanese competition but 
also English oompetition. 

- Q. Then 110 protection is necessary ? 
A. If the oommission is charged by the agents on profits and if the internal management 

is improved, we think it is not necessary. In the ca.ae of the Aryodaya ~ the commis
sion is the same as in the pre-war. (The witnE>~es presented balance sheets of certain 
mills.) These are two concerns, one a small one and the other a big one. The Agents' 
Commission in the cue of the bigger concern has been only R •. 58,000 wbereas in the 
other case it is Rs. 1,99,000. That is the Raipur Manufacturing Co. Here is another 
mill, the Himabhai, which has distributed only Rs. 14,000 in dividend, whereas the 
agollts have taken Rs. 72,000 as commission in 1924. . 

President.-Do you wish us to examine the balance sheet to see the di1ierent rates of 
oommission paid by the different mills and the variation in the commission of different 
mills? -. 

A. Yes. Also the Managing Agents have. increased their commission during war 
time to a great extent. After 1917 they have increased their commission. 

Q. We will examine all these balance sheets. 
A. Also we wish to say this. The Directors do not look to the affairs of the company. 

The auditors also do not audit the things properly. They simply go on the balance 
sheets. There is the case of SaraspUl' Mills with a reserve fund of 12 lakhs, the original 
capital being 6 lakhs and the mill, J .now in liquidation. 

Q. How long after the mill declared its last dividend did it go into liquidation? . 
A. Some time in July or August 1923 the last dividend was declared and it went intI) 

IiquU8tion in 1924. The agents took away 37lakhs of rupees from the mills •. TheY' 
misused it and th" mill lost the money. 
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Anne3:Ure A. 
1. Mills in Ahmedabad could show a handsome profit only if appropriaU; changes 

are made in the internal management of the mills as well as in buying of cotton, coal, 
stores, etc., and in the selling of cloth and yam. To make an improvement as ,above
stated directors should be elected avoiding the relations of the agents and experienced 
auditors should be supplied by the Government. Further an able government officer 
conversant with the industry should be engaged as a director to keep the agents in check 
and compel them to issue balance-sheets in confirmity with the rates of cloth, cotton 
and stores prevailing in the market at the time. Ninety per cent. of the directors in the 
mills in Ahmedabad are mere puppets of the agents and we believe they are kept to 
endorse their actions only. 

. 2. In certain mills in Ahmedabad the balan~e of the stock-in-trade is put 75 per cent. 
below the market value, e.g., if the prevailing rate of cotton be Rs. 20 per maund, it is 
put at Rs. 5 per maund in the balance-sheet. In the same way cloth is shown at 4annas 
per lb. only though it is sold in the market at Re. 1 per lb. Similarly yam and stores are 
dealt with. Thus one cannot come to the definite conclusion as to how much the mill. 
has earned. It is our belief that the agents prefer this mode of issuing balance-sheets 
to make their commission safe in the ensuing year. Thus the share-holders do not get. 
a proper dividend and the Government can not collect sufficient income-tax. To verify 
this statement we quote the following examples :-Refer Balance-sheets :-The Sarangpur 
Cotton Mills, The Ahmedabad New Cotton Mills, The Raipur Mills and the National 
Mills for the year ending December 1924. You will satisfy yourselves by asking the 
agents of these mills to supply you with the rates of the various items in the stock-in-trade 
of the year ending December 1924. If the agent is not upright, the profit may vanish, 
hence the agents should be forced to issue balance-sheets denoting stocks at market value. 

3. The system of hereditary agency prevails in ~ost of the mills in Ahmedabad, 
through which a fool succeeds an able father. As a fruit of this several mills have been 
forced to liquidation. This system accompanied with directOrs being the relations of 
the agent has put ten mills into· liquidation and hence the public has to suffer a loss from 
two to three crores of rupees. We quote some of them. The enclosed balance sheet of 
the Saraspur Mills is for the year ending December 1922. It was issued in 1923; The 
company had been able to show a decent profit after allowing full depreciation and had 
declared a dividend of Rs. 70 per one share of Rs. 100 which was increased to Rs. 77 in 
the general meeting of the share-holders. This shows the strong financial position of 
the company. . The company had to its credit a sum of Rs. 181lakhs including the capital 
and .reserve and in the assets there was a block of Rs. 13I lakhs after deducting depre
ciation leaving a balance of Rs. 5 lakhs to be employed in the management. In spite 

. of this fact the agents borrowed deposits and pocketed Rs. 371akhs and put the company 
into liquidation in the year 1924 and thus the creditors and the share-holders had to suffer 
very heavy losses. The following others followed suit. The Edward Mills, The Whittle 
Mills, The Viramgam Mills, The Ahmedabad Swadeshi Mills, The Asarva Mills, The 
Viramgam Alfred Mills, The Kalol Kapadia and the Surat Industrial Mills. We had 
submitted some of the balance sheets of these.mills when we gave our oral evidence and 
herewith we send the balance sheets of the Viramgam Spinning, the Saraspur Mills and 
the Asarva Mills and for the rest you will apply to the proper place (i.e., the liquidator). 

4. Some of the agents through their greed for increased co:.n.missions have extended 
the mills and have thus pushed the oompany into indebtedness. So the. shareholders 
do not get a proper dividend and there remains a lurking danger of the company be.ing 
wound up. We quote the following example together with its balance-sheet. The 
Ahmedabad Calico Mills had a surplus of Rs. 30 lakhs which vanished and brought in 
its stead indebtedness to the extent of Rs. 261akhs as the mill was extended. As a result 
the share-holders get a meagre dividend of Rs. 18 instead of Rs. 125 and the agents 
commission swelled to Rs. 2 lakhs and 62,000. It is more· than the Viceroy 
gets. The rate of charging the commission has also increased and, a~ pre!*,nt stands 
at 4 per cent. How can the mill be expected to show a better result WIth thIS enormous, 
commission? If oommissions were charged on profit basis since ,the yeaJ 1924, th~rej 
would havp remained very little need to ask for help from the Government and the mills 
would have been able to distribute good dividends and the present state of depression 
would not have arisen. In a similar way the Aryodaya Ginning Mills and the Ahmeda bad, 
City Mills have been extended having incurred debts and hence they show poo,r resultsi 
which will be seen from the accompanying .balance·sheets. i ~ 

5. Some of the agents open shops to sell cotton, stores and cloth having their relati!e8 11 
as partners and naturally the agents claim the lion's sbare in the business. The mIlieU 
suffer a loss to the extent of 5 per cent. to 7 per cent. as the agents cannot be just to hoth( 
the parties. They engage high-salaried relatives for jobs which they themselves should~ 

l 
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fuUi!. These dcials shnnld be paid out of the agent's commisaion and not from the funda 
of the·c:ompany., These jobs are created because the agent has to c8ol'e for his other bnsi. 
nesa or if he has to movMo other places or if the agent be an inexperiencedplinor. Hence 
it is OUl' strong desire that they be paid out from the agent's commission. 

6. The subject of commission is_ vitt.I importance. If the Government through 
legislation chauges this system into tliii.t On profit basis which is Cl!rrent at Bombay and 
other. places" the mill industry will certainly improve and the public be saved from 
further IOSBes. If commisaions are charged em profit the agents will have a stimulus to earn 
more and. will be more careful in the internal management and will work economically. 
Since the year 1917, commisaions are enormous and they play an important part in the 
present depresaion of the industry. It has been increased to 4 per cent. on sale of cloth 
from 3 pies per lb. on either production o~ sale, hence from twenty thousand it swells 
to eighty thousand or to one lac of rupees. We quote some of the examples with their 
balance.sheets. You will refer to the balance sheets of the various years, we mention. 
herein. ' 

In the case of the S8;rangpur Mills in 1914 it was Rs. 31,000 and in the year 1922 it came 
to &S. 1,20,000 at rate of 31 per cent. 

In the case of the New Maneckchowk Mills in 1912 it was Ro. 29,900 and in 1922 it 
amounted to Rs. 93,300 at the rate of 3t per cent. 

In the Ahmedabad New Cotton Mills in 1913 it was about Rs. 32,000 per 3 pies per lb. 
,and in 1924 it arrives at Ro. 1,20,000 at the rate of 31 per cent. 

o In the case of the Himabhai Mills in 1912:at the rate of 3 pies per lb. it was Ro. 13,924 
md in 1924 it amounted to Rs. 70,000 at the rate of 4 per cent. 

In the Rajnagar Mills in 1912 it was'Rs. 29,700 at the rate of 3 pies per lb. while it has 
een \ncreased to 1,25,000 at the rate of,3 per cent. 
In the case of the Pnrnshottam Mills in 1923 it amounted to Ro.19,600 at the rate of 

, ,ies per lb. while in the oase of the Bharatkhand Cotton Mills having the same number 
- ~pindles and looms it came to Re. 92,000. These two mills are compared because we 

not obtain the balance sheet of the Bharatkhand mills for the year 1912. In the case 
be Commercial Mills having an equal number of looms and spindles the commission, 
\tnted to Ro. 98,800 on 3t per cent. basis. 
, the case of the City of Ahmedabad Mills which has 20,000 opindles and 400 looms 
t~mmission amounted to Rs. 82,000 in 1924 while it distributed Ro. 32,000 as dividend 
t<;re.holders. Through the extension of the mills due to the agent',s greed the company 
h'curred a big debt and hence can not earn satisfactorily. In 1925 the company 
m,. profit of &S. 2,000 only, while the agent's commission stood at Rs. 74,000 from 
Withe agent relinquished Re. 24,000 for the distribution of a dividend according 
to '-erms of the deed, and the rest, i.e., Rs. 50,000 he accounted for himself. No -
de\tion was allowed and there is a debt of Rs. 13 lakhs to the oompany. 

1; case of the Ramkrishna Mills the rate of cOlD.illission is 5 per cent. and in 1924 
it .~ts to Rs. 94,000. It has only 400 looms with no spindles. The Vi1Tekanand 
Mil~,into this same category. '. 

ILAryodaya Spinning Mills having 40,000 spindles and 1,200 looms the present 
eomll! is Rs. 58,000 at the rate of 3 pies per lb. • 

In~se of the Raipur Mills having 36,000 spindles and 850 looms the commission 
amo\; Ro. 1,99,000 in the year 1924 at the rate of 3t per cent. 

In k of the Asoka Mills having 26,600 "Pindles and 600 looms the commission 
amouO Rs. 1,73,000 in the year 1924 at the rate of 4 per cent. , 

For : above facts you will refer the balance sheets we are sending herewith. 
J?ne,e heavy commissions the agent having more than one mill to manage excels 

in mcom the Viceroy. The commissions are increased since the year 19.17. :rhe 
age:nts 'brego any part of their commissions and hardly any such opportnmty anses. 
'This sYIins the public and makes only a few rich and is one of the present oouses 
'~f dep~( .. If you will cast a glance at the balance sheets of the year 1917 and after 
you Willvinced in what a big proportion the commissions have increased. ~ the 
(lase of ~al Hiralal Spinning Mill the commission was increased from 3 p,es to 
4 per ce It which one of the shareholders filed a suit and judgment was delivered 
by the c't3th Septembere1926 annulling the increase. So the government should 
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fulfil. These e;IIi.(liaJuhould be paid out ofthe agent's commission I!ond not from the fundB 
{)f the·company.i"These jobs are creat4d because the agent has to care for his other busi
ness orif he has to movellio other places or if the agent lle an inexperienced. minor. Hence 
it is out strong dllsire that they be paid out from the agent's commission. 

- 6. The subject ef commission ~ vit&l importance. H the Government through 
legislation changes. this system into tli3t on profit ba.sis whioh is oqrrent at Bombay and 
1)ther places, the mill industry will oertainly improve and the publio be Baved. from 
further losses. H commissions are oharged. on profit the agents will have a stimulus to earn 
more and. will be more oareful in the internal management and will work economioaIly. 
Sinoe the year 1917, oommissions are enormous and they play an important part in the 
present depression of the indnstry. It has been inoreased to 4 per cent. on sale of oloth 
from 3. pies per lb. on either production or sale, henoe from twenty thousand it swells 
to eighty thousand or to one lao of rupees. We quote some of the examples with their 
balance.sheets. You will refer to the balance sheets of the various years, we mention. 
herein. . , 

In the oase of the Sarangpur Mills in 1914 it was Re. 31,000 and in the year 1922itoame 
to Rs. 1,20,000 at rate of 3i per oent; 

In the case of the New Maneckchowk Mills in 1912 it was Rs. 29,900 and in 1922 it 
amounted to Rs. 93,300 at the rate of 3t per cent. 

In the Ahmedabad New Cotton Mills in UH3 it was about Rs.32,OOO per 3 pies per lb. 
~nd in 1924 it arrives at Rs. 1,20,000 at the rate of l!i per cent. 
~. In th •. oase of the Himabhai Mills in ID12"at the rate of 3 pies per lb. it was Rs. 13,924 
6:1din 1924 it amo1inted to Rs. 70,000 at the rate of 4 per cent. 
)n the Raj. Mills in 1912 it was 'Bts. 29,'100 at the rate of 3 pies per lb. while it has 
~ increased. to 1,25,000 a.t the rate of·3.per cenii. . 

'In the case'of the Puruahottam Mills in 1923 it amounted to Re. 19,600 at the rate of 
3 pies per lb. while in the case of the Bharatkhand Cotton Mills having the same number 
of spindles and looms it oame to Rs. 92,000. These two mills are compared because we 
{lannot obtain the balance sheet of the Bharatkhand mills for the year 1912. In the case 
?f t~e Commercial Mills haviug an equal number of looms and spindles the commission. 
amounted to Rs. 98,800 on 3t per cent. basis. 

In the case of the City of Ahmedabad Mills which has 20,000 spindles and 400 looms 
the commission amounted to Re. 82,000 in 1924 while it distributed Rs. 32,000 as dividend 
to share-holders. Through the extension of the mills due to the agent'.s greed the company 
.has incurred a big debt and hence can not earn satisfactorily. In 1925 the company 
1IIILde a profit of Re. 2,000 only, while the agent's commission stood at Rs. 74,000 from 
which the agent relinquished Rs. 24,000 for the distribution of a dividend acoording 
to the terms of the deed, and the rest, i.e., Rs. 50,000 he acoounted for himself. No -
-deprooia:tion was allowed and there is a debt of Re. 131akhs to the oompany. 
. Jtn the ca~ of the Ramkrishna Mills the rate of oomprission is 5 per cent. and in 1924 
it l\IlloUJits to Rs. 94,000. It has only 400 looms with no spindles. The ViV'ekanand 
.Mills fa.II\into this same oategory. _ . 0 

. mOthe .4ryodaya Spinning Mills h&ving40,OOO spindles and 1,200 looms the present 
oominissioniS Rs,58,000 at the rate of 3 pies per lb. • , 

In the case of the Raipur Mills having 36,000 spindles ~d 850 looms the oommission 
.amolints to·Rs. 1,99,000 in the year 1924 at the rate of 31 per cent. 

In the Oale of the Asoka :ft.fills having 26,600 !fJ.>indles and 600 looms the oommission 
.amouilted to Rs. 1,73,000 in the year 1924 at the rate of 4 per oent. 

For;all the above faots you will refer the balanoe sheets we are sending herewith. 
Due to'these heavy commissions the agent having more than one mill to manage excels 

in income .even the Viceroy. The oommissions are inoreased sinoe the year 1917. The 
. .age~ts do.t ~rego any part of their oommissions and hardly any suoh opportunity arises. 
This system ruins the publio and makes only a few rioh and is one of the present oauses 
'~f depressi()n. ~H you will oast a glanoe at the balance sheets of the year 1917 and after 
you will be ponvinoed in what a big proportion the oommissions haveinoreased. In the 
<case of ~ 'KotVal Hiralal Spinning Mill the oommission was increased from 3 pies to 
-4 per ~t. ~aiDat which one of the shareholders filed a suit and judgment was delivered 
by the o;nrt.of ~th September-1926 annulling the inorease. So the govemmentshould 
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come to the help of the shareholders and through legislation force the agents to resto~ 
their rates of commission to its former level and refund these extra sums to the Various' 
companies which they have taken illegally. A single share-holder cannot fight out the 
case against wealthy mill-agents, so there is a dire need for Government intervention. If 
commissions are charged on the profit basis according to our desire, the industry will 
certainly improve and the agents will be forced to work with all their zeal and the public 
be saved from ruin. You will, Sirs, we earnestly hope, move in this matter and make. 
a strong recommendation for the removal of the grievance in your report to the Govern
ment. 

7. At present balance sheets are not issued in details in order to keep the share-helder&" 
ignorant of real facts. They have left off the practice of showing the details in support 
of which we send balance sheets of the year 1915 and 1916. Further it has become a 
general rule to publish balance-sheets very late. One for the year ending December 
1925 which ought to be issued in March 1926 is actually sent to the share-holders in 
August or September 1926. The dividend is also distributed in August or September. 
while the agent takes his commission as soon as the official year of the company ends. 
You will, Sirs, recommend the showing of balance-sheets in details and that the lame be 
issued earlier. 

8. Thc following Mills charge at rates of commissions as below-mentioned :-
5 per cent. The Ramkrishna Mills. The Vivekanand Mills 
4 per cent. The Ahmedabad Calico Manufacturing, The Asoka Mills, The Silver 

Cotton Mills, The Bharat Laxmi Cotton Mills, The Ahmedabad Sarangpur Mills. 
The Kaisar-i·hind Mills, The Himabhai Mills, The Marsden MiIls and the Waste 
Cotton Mills. 

The rest charge at rate of 3 per cent. to 31 per cent. 
We have supplied you with the list of mills which increased their commissions during 

the time, when we gave our written statement first. The Government have abolished 
the excise duty and has thus favoured the mills with an amount of two crores of rupees 
while the agents cannot forego a part of commissions which is but increased only five or 
six years ago. So, Sirs, if commissions on profits basis be introduced at the rate of ten 
per cent. on profits just as agents in Bombay do, these agents will take an extra inte~st. 
in the management. will cut their expensell ~d show an appreciable result. The mills. 
will be able to stand against the Japanese competition and there will not remain any' 
need for a boun);y or protection. ; 

9. Some five or seven mills in Ahmedabad have earned considerable amounts during-.; 
prosperous times and have formed good reserves and show a surplus of more than twenty! 
lakhs. Now some of these agents intend to make use of these reserves to create anothe~. 
mill besides the old one and one of them has actually laid a foundation for the same witJt 
the sole aim ta have his commission increased. The directors are their own toys and s~ 
without taking the permission of the share· holders they push their interests ver<y fa:'; 
The following mills have a surplus as denoted :-The Sarangpur Cotton Mills 211ac1i'. 
The New Cotton Mills 15 lacs. The Raipur Mills 7 lacs. Over and above this there i-. 
a profit of 5 to 7 lacs in the stock-in-trade shown in the last balance·sheet. If the Gov· 
ernment will not interfere in this matter these agents for their benefit will ruin these 
mills with good reserves and run them into indebtedness. So if commissions. were charged 
on profits, this activity of the agents will die. The following mills have good ~eserves. 
The Sarangpur Cotton Mills, The Ahmedabad New Cotton Mills and the Raipnr Mifs· 
There are others of this type, but we have not been able to procure their balan<r.she~. 

Finally we beg to say that you will, Sirs, take into consideration the above ~a.cts I$:td 
+"'18t that you will recommend what you think best. " 
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Witlless No. 88 

Mr.B.C.SUTAJUA.AHMEDABAD 

Written State_nt dated August 1926 

SBOTION I 

Gentfl'aZ 
1.· The preseni depression has specially affected Bombay and has generally effected 

Ahmedabad and np-country centres. 

2.' The present depression is due to the operation of world factors and speci&lly du& 
to the competition with Japanese goods and to exchange. 

3. If the exchange is not improved the present condition will remain the samJ or 
perhaps it may become still worse. Just now the Currency Committe<> Report has been· 
published and it has been settled at Is. 6d. This will have bad effects on the present 
depression. 

4. The price of raw cotton depends upon the American cotton market and the price 
of yarn and piece-goods depends upon world markets. If Indian mills are not helped, 
by the Government the mills will be compelled to close down on account of undlfe
disadvantage of exchange and Japanese competition. 

6. Most c;>f the Bombay mills are selling at a loss and some of the Ahmedabad mills 
are also doing the same. I do not know the condition of the up-country mills. 

6. If the price of the raw cotton is decreased the price of piece-goods is sure to decrease? 
8. Labour is generally doubled and the prices of mill.stores are high. The price 

of cloth has gone down a little due to the fall in the price of cotton but the result is not 
~8atisfactory due to above reasons. ' 

,9. Undoubtedly, there has been a fall in the purchasing power of the ryot since the 
war. Formerly there was a calculation of 121 yards per head, now it has gone down to 
'I ya~ds per head (this can be seen in the columns of Banj Vartman of 6th August 1926 
Ilf stated by Sir Victor Sassoon). . ' 

10. We do not agree that owing to low prices of gold and silver, consumers prefer 
t() invest their savings in the precious metals and restrict their purchases of cloth to a. 
~imum. The reason is general poverty prevailing throughout the country. 

SBOTIoNII 

i3. There is some effect in the loss of the Chinese market fQ1" yam, but now-A-days 
most of the spinning mills of India have opened weaving works side by side and. t.hus 
consntne their manufacture of yam. The present depression is due to foreign competItIon. 
sca .. ity and dearness of freight and reasons stated above. It is not due to the expansion 
of tlu> .weaving industry in India as the expansion has been very small in comparison 
to thy growing needs of a vast and thickly populated country like India. 

1'-, The present depression in the industry is specially due tp the increasing competition 
both in regard to quantity and ptice of importedlyam and piece.goods from.Japan and 
piece-~oods only from other counmes. 

16. ,Yarns below 40s compete with the production of Indian mills. Chiton,. shirting 
~nd oiiIer manufactures below 40s oompete with Indian mills, specially commg from 
Japan.~ . 

19. -1J:ven though the import of yarn be less than l' 3 per cent. of the production of 
mills it-,vill have its serious effect upon the Indian industry, because imported gooda 
are cheaper than the production of this country and the cheaper goods have more effect 
upon the market and I think the percentage will sUrely increase. 

20. We accept the view that before the war not more than 3 per cent. of the ~ports 
of the, piece-goods from the United Kingdom competed directly with the productIOn of 
Indian mills and that since the war the percentage has not been more than one per cent. 

21. Seventy per cent. of imports of piece-goods from Japan compete directly With 
the produQtion of Indian mills. The percentage may be still more. 

23. ~ import of piece-goods IAto India from the United Kingdom, Japan. Italy 
and other eountries may increase, if the imported goods be cheaper. 

24. The 'competition of Japanese goods will depend chiefly upon its price and t,he 
price of the goods from other countries. The competition may still increase if the pnce 
of the Jap&!!ese goods remain cheap as it now iR. 
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26. If ( ,bange remains at 18. 6d. the competition of piece-goods from the United. 
Kingdom .11 certainly increase. The same condition can be expected of other countries 
accordir , ,;0 their exchange. 

27. lithe l"1'pee is-stabilised at lB. 6d. the Indian mill industry will have to suffer a' 
grea' 'eal. 

~ . The more a.ssistanc~ is given to the mill industry the more it. will fl~h. 
31. If the exporting countries pay more attention to reqnirements and preferences 

of Indian middlemen and consumers they can increase their export business. ' 
32. Japan manufactures goods according to the requirements of India and k~eps 

prices cheaper than Indian-made goods and therefore they are able to increase their 
~xport business. ' 

33. Sheeting (16 x 16) has been stopped by Japanese competition. Rangati Takas 
(16 x 20) compete strongly with Indian-made cloth of that kind. Now BUS! made in twill 
'has begun to compete with Indian-made susis. 

34. Now-a-days India is paying attention to the manufacture of finer qualities and 
people prefer Indian-made' finer goods to foreign made. But if the foreign manufacture 
is cheaper than Indian manufacture, people will prefer foreign manufacture. 

SECTION III 

1 nternnl competition 

35. New mills estllblished up-country do not specially compete with Ahmedabad 
or Bombay mills. 

36. Bombay is a port. Its foreign requirements are cheaper. It can get coal and 
now electricity at cheaper rates. It has special rates for importing necessary materials 
from up-country, and exporting its manufactures to the country. It is given facility 
in freight for exporting to foreign markets sllch as China, Burma, Egypt and other parts 
it can get some advantage. Commission on profits is not burdensome. • 

37. No special advantage. There are miscellaneous advantages. They can't effect 
- ~he industry. 

38. On the contrary duty on foreign yarn is burdensome to'the handloom industry. 
because imported foreign yarn is specially used by handlooms and of such counts which 
India is not manufacturing now and will not be able to supply according to their require
ments for, a very long time. Of course counts below 30 or 40 ca.n c!lmpete to a certain 
extent. 

39. Hand spun yam is insignificant. Handloom piece-goods are of different 
kinds. 

1. Khadi of lOs count. 
2. Khadi of 20s count. 
3. Carpets of below lOs. 
4. Silken cloth. 
5. Fine dhoti, sadi and some embroidery work of 50s. 70s, 80s. 100. and some 

still finer to 150s and 200s even. 

SEOTIONIV 

Mill management 

41. The managing agency system though defective is workable in India. and an., 
substitute for it will bring about a great revolution. But the following safeguard IS 

k\eoessary :-

No hereditary agencf system and no debt on block accounts should be allowed. 

42. In Bombay managing agents oharge commission on profits. In Ahmedabad 
agents charge commission on the price of sale and some on weight of D'lanufactured 
goods. I prefer commission on profits generally. ' 

43. Different mills have different systems. Bombay mill agents receive an allowance 
or office expenses. Many agents oharge a minimum comDrission irrespective of profits 
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SZOO:ION V • 

Mill Finance 

4~. . Th~ present depression has nothing to do with over.capitalisation or under 
capItalisatIOn. 

46. Not specially. Examples here are the Asoka mills and the Marsden mills. 
47. Not the least. 

49. In Ahmedabad small deposits are accepted. In Bombay no such deposits are 
accepted. I do not know about up·country mills. ·This system is not so sound. Goveni. 
ment muat ask the Imperial Bank to lend necessary working capital to the mills at bank 
rates after taking full security. • 

50. Not so much. If there is such a practice anywhere it is not advisable. 
51. They experience some difficulty in obtaining finanoe. 
52. Not more than 8 per cent. in India. 

SECTION VI-CoSTS Oil' PRODUOTION 

53. Sixteen thousand spindles and 300 looms or 15,000 spindles and 200 100ID.6 

for a weaving shed only. Ten blocks for 15,000 spindles and 300 looms. Re. 7,00,000· 
for 15,000 spindles and Rs. 2,50,000 for 200 looms. There will not be much differenae 
in Bombay or Ahmedabad. - . 

In 1914 Re. 35 per spindle. 
In 1926 Rs. 50 per spindle. 

54. Many mills are conducivo to economical working in Bombay and Ahmedabad 
and up.oountry. • . 

. 59. Bombay can spin 22s from cotton from which Ahmedabad can ,only spin 20s. 

B- Raw Material 

, 60. Ahmedabad mill agents buy cotton from adatias who open their shops in cotton 
distriots under the supervision of their own men. They give only adat but not middleman 
profit. I do pot know about Bombay, Lancashire or Japan. 

6!' Speculative purchases have nothing to do wIth the present depression. I cannot 
suggest how the element of speculation could be reduced. But I can suggest that cotton 
and yarn and other reqniremvnts purJhased for mill purposes should not be sold either 
at a profit or a loss; and if such sales are necessary a special item of profit and loss should 
be shown in the balance-sheet; and this should be done with the .anction of . thE> board' 
of dirootors. Without the sanction of the board of dire"tors they should not be allowed 
such a transaction. 

62. I do not agree th&:t the prices at which cotton is purchased by Indian mills are 
often higher than prices paid for cotton for export. Thoso who can advance money to 
cultivators and buy cotton direot from them can generally gEt it cheaper than those who 

-buy from merchants. 
63. . The present depression has nothing to do with tho purchS8e of cotton at prices 

higher or low6r than those now prevailing. 

O-Labour 

64_ J agree with the Bombay Millowners' Association that the present moreased cost 
of manufacture is due to the higher wages of labour ae compared with pre-war years_ 
That equally applies to Ahmedabad. . 

65. They distributed a larger bonus to operatives when they earned more but 
there was no unduly large distribution of bonus. It has no special effect in the present 
depression of the industry. 

66 •. Wea~ng production has not suffered a8 a result of the reduction in the hours 
of labour. Spinning production has suffered to a certain extent. In a twelve hoors 
day 6 to 7 ounces per spindle of 20s yarn can be spun while in a ten hours day 6 to 
6! Ths of 20s yarn can be spun. 

72. The budli system affects to a certain extent the efficiency ()f labour. 
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74. The labour supply in Ahmedabad is ample. Bonuses and provident funds are 
not common. The grant of long serlice bonuses and institution 01 provident funds 
oan seeure continuity of labour. 

75. Ahmedabad mills do not supply houses tolahourers. _ Improved housing conditions 
would result in an improvement in the efficiency of labour. 

76. The (;fficiency of labour could be improved by increasing facilities for te~hnical 
education. 

77. Generally wages in the cotton textile industry are high;,r than.those in other 
industries in India. 

78. There is no marked change in the standard of living of operatives since the war. 

81. I cannot aocept the figures given by Bombay Millowners~ ASsociation. But I 
_generally agree with them that double shifting will reduce costs of production. 

82. Double shifting may be poosible but not advisable. 
83. Legislation in recent years has no17 affected the cost of production. 

D-Overhead Oharges 

84. Looal taxation in Ahmedabad is only compulsory water tax, at 21 p"r cent. on 
the rental valuation of the mills if they have no water connection. If they have water 
<lonneotion Re. 0-8-0 per 1,000 gallons of water consumed with a minimum equivalent 
to 21 per cent. more on rental valuation. _ I 

Drainage tax is charged for actual water drained and not on rental value, this is the 
practice for the whole ci~y. , 

85. Insuranoe is affected for salety against fire. The pres.mt metho!i is satisfactory. 
86. The correot percentage for depreciation should be 5 per cent. on machinery and 

21 per cent. on buildings. Depreciation may be utilised for replacing old machinery 
as well as pvtting in new machinery. Depreciation should be reckoned &8 a charge 
~n the cost of production and not as a charge on }U"ofits. 

Nearly all the mills practise the above method. Sometimes if they do not earn 
sufficient to give the necessary dividends thE'y do not put aside a sufficient sum for the 
depreciation. -

87. Cotton is valued at cost price or bazaar price if the cost price is higher than 
the bazaar price. Stores are valued at cost pri,'e, and manufactured goods at I6ss than . 
actual selling price. There is no independent valuation. 

Auditors are contented with certificates from the managing agents. 
88. Audit of mill accounts is yea~ly generally. J would prefer half-yearly audited 

balanoe-sheets just like the jute mills of Calcutta. Those balance-sheets must be 
published within one month after the expiry of that period. 

E-Salp.s 

89. Different systE'ms are adopted by mills in selling their produc~ 
1. Looal brokers get 1 per oent. on salb proceeds. 
2. Commisdcn agents get 1 to 2 per oent. on sale proceeds. 

3. Different commission agent~ selling in consuming centres get IJ to 2 
p~r oent: ' 

90. Long oredit sales ar. not rrevalent. 
92. dloth merchants may experienoe some diffioulty in obtaining tinarice. But this 

being temporary ite effeot on the depreshlon will not last long. 

F-Pransport 

---------j}5 Railway frei~hts have been inoreased acoording to the following table :-

Ahmedabad to NagpuT 
.. Bombay 
.. Calcutta 
.. MRdras 

Pre-war time In 1926. 

Rs a. p. . Rs. a. p. 

1 12 0 
o 13 6 
1 13 0 
1 13 0 

240 
1 ] 6 
210 8 
2 10 8 
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SBOTIOlf Vll-BUGGBSTIOlfS AS TflltBM~DIAL MEASUXES 

(a) SU{lgufiona pm /orwarc1. by the Bombay M. O. A. 

96. Generally I favour abolition of Custom dnty on machinery on mill stores and 
other materials used in mills. This will save a few thousand rupees: 

97. I prefer the abolition of the company income·tax instead of company super-tax. 

9S. I ~mmend the abolition of town duty of Re. 1 per bale in Bombay. 

99. There are no railway facilities for the movement of cotton, yarn or piece-goods. 
On the contrary there are many inconveniences. I suggest the following improvements: 

(1) The railway must issue a. tempor8ory receipt for the goods on the very dsy 
tha.t they get them in the compound. 

(2) A forma.! receipt must be issued on the next d8oY. 
(3) R8oilw8oy freights must be reduced to a. certain extent. 
~) Freight, 80t railway 'risk should not be more than ·10 per cent. higher than at 

owner's risk. 

(5) AIl kinds of goods must be accepted at R. R. Under different pretences they do 
not accept them now. . 

(6) In the rainy season they mark" wet by rain and mud" On any bale, whether 
it may be wet or not. They do not hear our complaints. _ 

(7) AIl goods must be sent in covered wagons. 
100. There is much force in the argument for reducing railway freight on cotton, 

yarn and piece-goods. 
101. The Government of India must help the industry by negotiating with ste8om

ship compa.nies to reduce shipping r80tes from Bombay to all ports. I cannot give a. 
oomp8orative statement. ' 

.02. Tr80de Commissioners, if appointed, can help the export trade of India. 
Ui4. I am in favour of an additional duty to be imposed on yarn and piece-goods 

imported from foreign countries which compete with Indian ma.nufacture 1 am not 
in favour of imposing additiona.! duty only on Japan nor on all imports; but I am in 
favour of jmposing additional duty on yarn below 30s or not above 40s and on piece
goods manufactured from beJtfr 30s Or 408. There should 'lie no duty whatsoever on 
yarn above 4Os, as the manufacture of this count and 8obove is not much in compatisOll 
with the import of that kind, a.nd because those counte and above are specially used by 
l1a.ndlooms. This industry must not suffer.' , 

105. From time to time we sh80ll have to consider about this additional duty. 
106. This will not affect the cost of the middle and lower classes. 
107. i: do not propose to impose additiona.l duty on all kinds of yarn .and piece-goods 

110 there is no fear of any undue increase in the selling price. Still if there be any undue 
increase Government can take necessary steps by reconsidering the additiona.l duty. 

lOS. Interna.! competition between Indian mi118 would operate to restrict the increase 
in the price of yarn and cloth throughout the whole of India. -

109. I 80m not in favour of any duty on yarn. I am in favow: of additiona.l duty oli 
piece-goods where necessary. So there is no fear of any increase in the price of yarn 
and cloth to consumers. 

110. There is no specia.! rise in the price by 11 per cent. import duty, as we are handi
~apP!ld by the policy of exchange to the extent of 121 per cent. nearly. 

111 •. If there is no duty on yarn ~nd if there is an extra duty on c:loth, it.would not 
.act as a. restriction on the consumptlOn of yarn and cloth. I agree WIth the Idea of the 
Bombay Millowners' Association that the consumption of. cloth in India has not been 
increased according to the increase in the population. 

112. If there is no duty on yarn there will be nb effect on overseas markets, as the 
export trade of India in piece-goods-is not so much. . 

113. I ~m dead aga.inst any duty on yarn. Still if necess80ry a certain amount of 
duty may be imposedon yam below 30s. 

115. The present 11 per cent. and 80n additiona.!13 per cent. will be quite sufficient 
for the protection of the cotton textile industry. . 

\ 
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(b) Other SuggutionB 

116. I am not in favour of any export duty on cotton. By the exchange of la. 6d. 
oultivators have to suffer much in price and by an export duty their position would be 
still worse. 

117. I am not in favour of any duty on cotton. 
118. It is necessary to make some arrangement with the Imperial Bank of India to 

lend money with full security to the milI.~ at bank rate specially on stock. 
119. If the millowners oombine in the purchase of cotton, etc., the posWon of the 

industry oan be improved. Standardization of lines and prices is not possible as there 
is always competition in manufacture and in sales. 

120. There oannot be any effect on the condition of the industry by spinning finer 
oounts" i.e., above 30. in India. , 

121. Indian mjlls are not equipped for specialisation. This policy is not possible, as 
every now and then the demand is changed from one kind to another _kind. 

i22. Mills are paying due attention to different markets such as Calcutta, Madras. 
Bombay, Cawnpore, Delhi, the Ppnjab, etc. 

1.23. Mills are paying due attention to bleached and dyed goods and the manu
facture of blankets from waste. The manufacture of printed goods is very costly. 

124. The remission of the excise duty has not benefited the industry at all, as the 
price of piece-goods has decreased to that extent as the demand was very poor. Its 
effect will be felt more in future. " 
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Witness No. 88 

MR. B C, SUTARIA, AHMEDABAD 

Oral Evidence .WYrded at Ahmedabad on 16th September 1926 

Pruident,-The first question I should like to ask you, Mr. SUtaria, is what is your 
exact connection with the cotton textile industry f 

A. I am a cloth merchant. I buy cloth from the mills directly. I was a selling agent 
for the Ramkrishna and Vivekanand Mills. . -

Q. Is the Vivekanand an Ahmedabad Mill 7 
A. It is a weaving shed. Now I am not working since the last six months. 

Q. You have retired 7 
A. Yes. I am managing my own business. 
Q. What is your business? C 
A. Cloth business. 

Q. What goods do you deal in f 
A. All kinds of mill made goods. 
Q. Do you deal in any imported piscegoods f 
A. No. 

Q. Have you any experience of them f 
A. "Not the least. 

Q. I suppose you have a certain amount of knowledge of the extent to which they come 
into the Ahmedabad market. Are any imported piecegocds coming into'the Ahmedabad 
market! ' 

A: Japanese .. chiton "_heetings made out of 208 warp and 16s weft, 37 or 40 yards in 
length. 

Q. You say some of the Ahmed"'bad mills are selling at a loss. " Most of the lJombay 
mills are selling at a loss and some of the Ahmedabad mills are also doing the same." 
Would you say therefore that there are fewer Ahmedabad mills selling at a loss than the 
Bombay mills ! 

A. In Bombay, many mills are selling at a loss. 
Mr. Subba Rao.-Not so many here as in Bombay 7 
A. No. Ahmedabad is in a better position than Bombay. 
Pruidenl.-What is the reason for that ? 
A. In Bombay the merchants are a separate party in the home market and in Oalcutta 

and other centres they are another party. There the outside merchants won't get any 
goods from' 'the mills directly. Here they can bet directly from the mills. Here ,the 
merchants and exporters are one party. r am both a merchant and an exporter, and I 
export to Madras, Calcutta and other places. Here we are charging only 12 annae per 
hundred rupees. That is our commission. We buy goods directly from the mills. Here 
the profit goes into the pookets of .the mills. In Bombay the middlemen's profit is 
increased. 

Q. Why does that make so much difference? 
A. Suppose Bombay mills 8ell500 bales of one kind to the merchant and that merchant 

sells his goods to the exporter. His profit will be increased. . 

Q. But that can hardl'Y be the only reason why &mbay is selling at a loss &8 compared 
with Ahmedabad. There must be other reasons. . 

A. If.a merchant buys 500 bales, he will keep a. margin of 2 or 3 per cent. 
Q. He sells through the commission agents 7 
A. Commission agents as well as the exporters. 
Q. To whom do they sell ? . 
A. Tbey sell to the merchants in Bombay and the merchants sell to the exporters. 
Q. You mean they have got an extra commission to' pay in Bombay? . 
A. Yes. 
Q. But that cannot be the only reason why Ahmedabad should be better off than 

Bombay. 
A. That is the system from the beginning. 

MO y 422-30 
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Q. But it cannot be the only reason. There must be some other reasons why Ahmed. 
~bad is in a better position than Bombay. . 

A. -The agents giVf! attention daily here. They attend- the mills daily. They come in 
,ontact with merchants: 

Raja Hari KiBhan Kaul.-AIe you ~nterested in any of the weaving Jlheds ? 
A. No. 
Q. You have no longer any interest! 
A. No. My brother is the selling agent and I am helping him. 

Q. You say that the consumption of cloth has fallen from 12. yards to 7. yards. That 
9 not correct, because the present consumption of cloth is about 11 yards, if we leave out 
,f account the cloth produced by the hand looms, so that the difference is not so great. 

A.. I have taken these figures from Sir Victor Sassoon. . 
Q. They are not correct. What is this" rangati takas" ! 
A. It is for dyeing purposes. 
Mr. Majmu.lar.-How do yoa know that the Bombay mills sell at So loss ? 
A. From the balance sheets. 
Q. You are judging from the results? 
A. Yes. 
Q. How do·you know about Ahmedabad' 
A. From their balance sheets. 
Q. At present are they selling at So profit or at a loss t 
A. Some of the mills may be selling at So loss. 
Q. Have you any direct knowledge ? 
A. I have direct knowledge. I am always buying cloth from the mills. They are 

:etting Re. 1·3·0 in 20 and 30 counta cloth and they are selling at one anna or ! anna 
,rofit. Those who are selling at less than Re. 1-2-0 are selling at a loss. 

Q. Have you a fair idea about the cost of manufactUre, as to what it costs to the mills 
G manufacture cloth t . 
A. I cII-nnot say as to what the actual cost to them is. But- I guess it, as certain 

lanagers of good mills tell me what the cost price is. I compare the price with tha,t in 
lie other mills ana judge from that as to whether mills are selling at a profit or 
t a loss. 
Pre8ident.-In answer to Question 20, you say' we accept the view that before the war 

ot more than 3 per cent. of the imports of the piecegoods from the United Kingdom 
lmpeted directly with the production of Indian mills and that since the war the per. 
mtage has not been more than one per cent.' What are your grounds for accepting 
ilatview? 
A. I might have taken .this from the papers. 
Q. We want somebody who can confirm the figures in the papers. 
A. The goods from the United Kingdom are different from the mill made goods 

ere. 
Q. You say' sheeting (168 warp and 16s weft) has been stopped by Japanese eompeti. 

on. Surely.a good deal of it is still being made by the Indian mills. 
A. In Ahmedabad it has already been stoppe.d. 
Q. Did they ever make it ? . ' 
A. I think they are not making it now. Formerly they were manufacturing, before 

the war time. 
Q. They were never making very much of it. 
A. Now they are not manufacturing. 
Q. Were they ever making much of it ? 
A. They were formerly manufacturing it in large quantities. 
Q. You say they have given it up ? 
A. Yes l it has been reduced to a great extent. 
Raja Han KiBhan. Kaul-You say 168 X 168 has been given up. Why? Was it 

because some other superior cloth began to cllmpete with it ! 
A. Because Japanese goods were better in quality and cheap6r in prices. 
Q. Japanese goods which can be used for the same purpose are superior in quality and 

_ cheaper in price? 
A. Yes. 
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Q. Wha.t about •• rangati takas" Y 
A. It me ... ns so~ ~yed pieces. Here are some s&mples of the J&panese goods. 

No. 502 (stnped shirting) mauufactured by Maruima Menpu Kabushiki K&isha. It is 
a 30 ya~ piece competing with Ahmedabad aud Bombay mills. It is sold for Rs. 8-12-0. 

(The Wlt~ess produced certain 8a.m.ples). 

Q. In reply to Question 13 you 8&y • The present depression is due to foreign competition 
ecarcity and dearness of freight and reasons st&ted above '. We have been told that th; 
dep!'ll8Si.on in Ahmed&bad is not due to foreign competition but is due to internal mis-
management. . . 

A. I cannot say about mismanagement. I do not know about i~ 
• Q. You de not .think'it is due to mismanagement! 

A. I do not know. 

Q. You can~t express any Views on it ? 
A. I cannot expr()8!J any views about the mismano.gement. Regarding the expansion 

of the mills, still India oan have more miI1s and they can manufacture more goods. . 

Q. There isa limit to the fineness of the cloth which the Indian mills O&n produce and 
there is a great deal of fine oloth imported from outside. As long as the Indian mills can
not produce oloth of that fin~ness the scope for fine ·cloth cannot be considered un
limited. 

A. I do not agree. They ~an Iilanufacture aU counts of cloth. We import cloth 
from 308 to 4O~hoties-308 warp &nd 408 weft. We can also um.nufacture it in India. 

. Q. Have you ever tried to work out how much demand there is fOf fine oloth &bove 
30. and 4Oa? . 

A. There is a small demand. Not so much. 

Q. You think the imports from the United Kingdom &re mostly of those counts, viz., 
308 to 408. -

A. Yes. 

Q. To ihat extent can the dem&nd be met by Indian mills Y 
A. I cannot say. . 

Q. You &re m&uufacturing cloth higher than 308 to 4082 
A. Very little. 

Q. So to that extent the Indian mills are at present not equipped to meet the 
demand? 

A. Yes. 
Q. I just want to clear up thi~ point.' In &nsWer to Question 32, you say th&t Japa.n 

manu,factures goods according to the requirements of India and keeps prices che&per 
than Indian made goods and therefore t,hey are &ble to increase their export business. 
Do I understand you to mean that whenever au Indi&n mill manufactures a particul&r 
sort which becomes popul&r, the Jap&nese begin to import cloth which is finer in qu&lity 
th&n that cloth Y 

A. I c&n explain th&t. Here are BOme s&mples. This kind of cloth W&s manufactured 
in the beginning by the Aaoka Mill and they were selling at a very good pric&-Rs. 9-4-0 
or something like that. 

Q. Wh&t counts were used Y 
A. 20.9 to 308. And this quality is now manufactured by J&p&n. It is & good qu&lity, 

it is dura.ble &nd it is cheap. It is made of 308. And now this kind of cloth is so popular 
throughout Indi&, in N&gpur, in Muz&ffarpur, CaJcuttli.. Bomb&y and throughout Ber&r. 
I a.m exporting goods to BeNr and I &m visiting each &nd every village &nd see that 

·every shopkeeper buys it, and they have stopped buying this kind of cloth from 
.-\bmad&ba.d.. 

Q. We were told that this w&s of a slightly higher oo1Mlt. 
A. (Showing the sa.mple) This is co&rser. _ 
Q. Wh&t it comes to is that the Jap&nese &re sending out a cheaper v&riety which is 

-superior in qu&lity and which the people prefer to the )oc&1 manufacture? -
A. Quite so. 
Mr. JJ[ajmudar.-In answer to Que<tion 30, you 8&y that the more assistance is given 

to the mill industry the more it will fIouris!l ? 
A. It may be supporting the industry. . 
Q. To what extent? You could go on giving anything the industry asks for? 
A. No. Regarding this exchange ques~n if they are all suffering on &ccount <?f t~e 

~xcha.nge policy, the import duty must be mCrB88ed to that extent. A second thmglB 

110 y422-30a 
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• when they are in. want of money they do not get it from the Imperial Bank. Here the 
Imperial Bank is very t'e8erved. 

Q. The only thing that I wanted to know was a~ to whet~er you suggest a very high 
~~! .' . . 

A. A high duty, and assistance in regard to money-what kind ot assistance can be 
given by the Government. 

Q. Then in regard to Question 33 can you give us the price of these sheetings for 
1924·25 and now and how many qualities were manufactured? 

A. I oannot gtve :v\lu the price just now. 
Q. You will get it afterwards? 
A. Yes. 
Q. So the Japanese sheetings came during the years 1924 and 1925 also 
A. It was introduced during the war time-ten years back. It was in 1916 that 

Japanese sheetings were first introduced in Ahmedabad. 
Pre&ident.-When prices were very high? . 
A. When the prices of the Indian made and foreign made goods were very high, it 

was introduced by Japan at a very low price. There was a difference per piece of Re. 2 
01' Rs. 3. It was at once very popular among the printers and now they are using the 
lame Japanese goods though our goods are equal in price • 

. Mr. M~jmudar.-What was the position in 1924.25? Were the millsin Alimedabad 
manufacturing those qualities? 

A. They were manufacturing, but in very small quantities, because the demand for 
Japanese goods was very great. 

Q. How did the prices oompare in 1924.25 ? 
A. In the beginning there was a difference of Rs. 2. Now the price is nearly equal and 

in some cases 2 annas or 4 annas more. 
Q. Do the Japanese sell at a higher rate ? 
A. No. 

Q. It is popular even at a higher rate ? 
A. Yea, because the quality is good. It is liked by the customers. 
Mr. Sttbba Rao.-They have got used to it ! 
A. Yes. In printing th~y use less colour. 
Mr. Majmudar.-The Japanese cloth requires less oolour in printing than the Indian 

make? 
A. Yes. I have got this knowledge from the ~pa8. I asked them why they preferred 

this and they say it requires less colour. • 

Q. Can you get us printed samples of both? 
A. Yes, of Japanese and Indian. 
Q. What is the weight of these Japanese 8U8iB and the Asoka Mill • of 20s 

and30s? 
A. The Japanese weight is 8Ibs. 
Q. And that of the Asoka Mills ? 
A. I do not remember the weight. 
Raja Hart Kiaka", Kaul.-The width is not the same? 
A. Nearly the same. 
Mr. Majmudar.-Dimensions Y 
A. 27 X 24. This is 28 X 30. 

Q. It is but ~atural that clotdl produoed out of coarser counts is oheaper than the cloth 
produced out of 20s and 30s. . 

A. People like this quality. . 
Q. Because it is ooarser? The ooarser oloth is alwa.ys oheaper. 
A. Yes. 
Q. Therefore it is no wonder that the Japanese oloth is che'lper than the Asoka Mills 

clot,h. I do not know the reed and pick. 
A. This is 8 lbs. in weight. 
Q. When the oounts are ooarser the prioes are low. So you oannot oomplain that the 

Japanese M'e selling at a lower prioe. 
A. They oompete with this kind of oloth. 
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Q. Are there any milia producing any exact quality like this Y 
A. I do not know. I showed these samples to some of the mills. 
Raja Han Kuban Kaul-In answer .0 Question 35, you say' new milia established 

upcountry do not specia.lly compete with Ahmedabad or Bombay mills.' Whom do they 
eompete with' 

A. They ha.ve got their markets and we ha.ve got our ma.rkets. 
Q. Don't you send your goods to Ca.wnpore, La.hore a.nd other places ? 
A. We are sending to Cawnpore. 
Q. Is there no competition there ? 
A. Nop so !!luch. 
Q. All the cloth produced by them is sold in the market where you used t.o 

sell cloth' 
A. I think there is ample demand for Indian ma.de goods if they a.re goo~ in 

qua.lity. 
Q. What you mean is tha.t their competition has no effect f 
A. No effect on us in Ahmeda.bad or Bombay. 
Q. Then you sa.y that Ahmeda.bad has no special advantage. Ha.ve you not got chea.per 

labour , 
A. There is an increaSe of 100 per cent. since the wa.r. 
Q. Do you know what the rate in Bomba.y is ? 
A. Here one labourer gets Re. 36 to 45 in a. fortnight in a weaving shed. 
Q. You can perha.p& tell us what the rate of interest i!! ? 
A. Not more tha.n 6 per cent. 
P,eaib.nl.-You sa.y that in 1914 the cost. per spindle of establishing an efficient mill 

in Ahmedabad was Re. 35 and tha.t it is now Re. 50. Where do you get these figures 
from' 

A. From the spinning master here. 
Q. Has it not gone up much more than that? We were given to believe tha.t it ha.s 

gone up very much more than that. 
A. l asked him what will he the price now and what was the price before and I.got 

these figures from.him. . 
Q. You have no personal experience of the inside of milia. You have no techmcal 

lrnowledge of the milia ? . , 
A. No. 

. Q. All your evidence on this point of cost of production has been obtained from other 
~~? . 

A. From my friends. 
M •. Majmuda,.-You say "16,000 spindles and 300 looms or 15,000 spindles and 200 

looms for a weaving shed only". How have you arrived at these figures ? 
A. I have taken thesll figures from a spinning master. 
Q. But a spinning master does not know anything a.bout wea.ving ? 
A. He said so. 
Q. You do not know how he h8s a.rrived at these figures? 
A. No. 
P,eaident.-I think you got these figures of weaving production from the 8hri Rama 

Xrishn a Mills. . 
A. Yes, Sir. I have ao many times had: talks with other agents and other spinning 

and weaving masters and tIley say there is not much dLlierence in weaving by the 
reduction of two hoUrs. There is some difference. . 

Q. You know all about sales. That is your own special line. You say different syste.ms . 
.are adopted by the miils in selling their products, and mention three systems._ell~ng 
through loca.l brokers, through commiesion a.gents and through diff~rent commisSIOn 
Agents selling in consuming centres. I want to know what the exact difference between 
these systems is. . . . 

A. Here in Ahmedabad they are selling through the local broker glVlng only 6 to 8 
.annu per cent. Some mills sell through commiesion agents. I was getting 2 per cent. 
as commission agent of Rama Krishna Mills. 

Q. You sold all their cloth' 
A. No. On the cloth I sold. They had one agent in Calcutta. They were selling in 

Calcutta. . 
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Q. When they sell through the commission agents, do the commission agents on:y get. 
commission! They do not get profit! 

A. No. 
Q. There is not much difference then if you are.selling through a broker and selling 

through a commission agent! 
A. There is no difference. Sometimes the commission agents get good prices and SOI\le-

'times the brokers. . 
Q. Why do brokers get l per cent. commission and commission agents get 2 per 

cent. ! . 
A. Became the commission agents have to incur other expenses. They have to keep 

,an establishment at their expense. They have to go to Bombay and other centres for 
selling their goods and th1iy 'have 1iO .incur all these expenses. The local brokers have 
not to spend anything. 

Q. Who pays the commission ! 
A. The mills . 

. Q. Not the buyer! 
A. No, not the buyer. 
Q. So, if you sell a bale of oloth worth say Re. 500, you get Re. 10 ! 
A. Yes. . 
Q. What does the buyer pay! Does he pay Re. 500 or Re. 510 ! 
A. He pays Re. 500. . 

Q. The same with the broker ~ 
-A. Yes. 

Q. With your special knowledge of sales" can you tell us how far the depression ha& 
affected the oloth merchants ! . 

A. On account of the depression they have no courage to buy in large quantities. They 
cannot hold large stocks. Thcy are suffering losses year to year. 

Q. They are buying from hand to mouth! 
A. Yes. 
Q. How long do they expeot to go on buying from hand to mouth! 
A. Unless prices are settled we cannot buy in latge quantities. 
Q. So you really have no idea. You cannot give us any idea of what the impression is 

as to the probable duration of the depression! 
A. On account of the fluotuations I cannot say definitely. 
Mr. Majmudar.-The commission agents have to make up the losses due to the failure 

- of the merchants ! 
A. They have to suffer the losses \If the merchants just like guarantee brokers. 

PreBident.-Co~on agents are like guarantee brokers ! 
A. Yes. 

Q. They have to suffer the losses ? 
A. Yes. 
Q. Does not the broker do that! 
A. Sometimes, but they are not responsible to that extent. 
Q. Is that the reason why the commission agent gets a higher commission! 
A. Quite so. 
Mr. Majmudar.-Do not these commis..uon agents sell cloth on loll&. credit! In answer 

to Question 90 you say that long credit sales are not prevalent. 
A. The oommission agents are only two or three. 

Q. Only two or three mills sell through commission agents ! 
A. Yes. All the rest sell through local brokem. 

Q. All the commission agents -do sell on long credit! 
A. One month's credit to those merchants who want it. Some merchants would no!;. 

like to have credit. 
Q. Because they have got money' 
A. It is a question of credit. 

Q. They are afraid that their credit will Buffer ! 
A. Yes. They do not like the idea as it is not the general system • . 
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Pruitknt. ..... Now. we come to the suggestions put forward by the Bombay Millowners. 
Mr. Sutaria,why do you prefer the abolition of the company income-tax? What 
justification is there for it 7 • 

A.. They are in favour olthe abolition Ofsupe1-tax. I am not in favour of the abolition 
of Ruper-tax. 

Q. And why in favour of the abolition of income-tax? 
A.. Companies must pay some tax. Income-tax is refundable. Super-tax is not. 

Q. Is there a special company income· tp.x ? 
A. You take income-tax from the companies and you refund to the respective share-

holders according to their income. _ .•• _ 

Q. But you do that now? 
A.. We are doing that now. By paying super-tax nothing will remain further. 
Q. I do not understand the point. You prefer the abolition of the company income

tax? 
A.. On the mi1Is. 

Mr. Majmudar.-The practice is this. Supposing a JtUl,n gets B.s. 100 as dividend 
from a mill; &8 the mill pays income-tax on the whole amount the shareholder getl! .. 
certificate that incomt'-tax has been paid on the Rs, 100. and on the strength of "this 
certificate he gets a refund of the amount of income-tax paid by the min. . 

Pruidelll.-What you mean is that the income-tax should not be collected from the, 
~mpany but from the shareholders 7 • 

A.. Yea. . 

Q. It is a question of collection It has nothing to do with the industry really. It 
would not make any difference to th .... depression. 

A.. While preparing their balance sheets and settling their income they are deducting 
their income-tax. The mille &how less profit.. , 

Q. It does not really make much difference. Somebody has to pay. !>s regard 
railway facilities. you say all goods should be sent in covered wagons. - Surely all piece
goods are sent in covered wagons! 

A.. Not always. Very often they are not sending. Thoy do anything they like. 

Q. I do not understand your JlnBWers to Questions 104. 107 and 109. In replying to 
Question 104 you say" I am in favour of an additional duty to be imposed on yarn.'· 
Then in replying to Question 107 you say" I do not propos, to impose additionaJ duty 
on all kinds of yarn." Then you say in reply to Question 109 .. I am not,in favour of any 
duty on yarn" 7 . 

A.. I can explain that There is the quaIification • which compete with Indian manu
facture '. 

Q. Then you say" I am not in favour of any duty on yarn " Y 
I\. I am in favour of imposing an additional duty on yarn below 30s. I say that in 

answer to Question 104. 

Q. There is very little yam coming in below 30s now. It would not have much effect 
if you did have a duty.. - . 

A.. Yarn above 30s and 40s is URed in large quantities by handlooms. 

Raja Han Kiakan Kaul.-You say that super-tax need not be abolished. 
A.. If income-tax cannot be abolished, then super-tax must go. 
Q. But the abolition of theincome-tax on companies does not help you in any way. 

because in any case the income-tax on that income must be paid. I do not understand 
how it helps you. • . 

A. Income-tax is aIso paid by the mille. and therefore there will be some great profit 
to the mille. 

Q. Yes, there will be some saving, but the shareholders will have to pay more. 
A. The shareholders can give taxes from their income. If they have got income they:. 

should pay. I say the Central Government when collecting their rt'venue should transfer 
the burden from the mille to the, shareholders. I do not think that Government will 
like to reduce tlfeir income. They won't.. 

" Q. What is your object in not wishing- yarn to be assessed to import :duty ? You say 
" I am not in favour of any duty on yarn." Do you give up that position or do you still 
maintain that position 7 . 

A. If nt'Ce8Sary you can put a du~y on yarn below 408. But my information is that 
tht,re will be no difference, because here in India. except the Bombay PrP.sidency. s.ay 
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for example in Central Province, there are so many handJooms working on foreign and 
Il!dian yarn .which is cheaper and which is good in quality and they are not competing 
Wlt~ the JIllIls. 

Q. And there. are also mills which are manufacturing cloth from imported yarn 1 
A. Very few. 
Q. You have not their interest at heart? Yo~ are spe~king from the point of view of 

'handloom industry' 
A. Yes. I can show you sampfes of cloth made by handloom, Indian mills cannot 

manufacture this kind of yarn. This seems to be 50s and 60s.' I have brought only 
two samples. 

(The samples were handed over to the Board.) 

Q. You think that the handlooms are manufacturing from counts below 4Os' 
A. Yes. They are using about 348 or 40s imported yarn. 

Q. That is why you think that it should not be taxed. 
A. Yes. As cotton ~ lJ8eful for'miIls, yarn is useful for the handlooms. 
Q. In reply to Question 112. you say" If there is no duty on Yllorn there will be no effect 

on.overseas markets as the export trade of India in piecegouc\s is not so much." The 
export trade in piecegoods is greater than the export. trade in yam. 

A. Imported yarn is used by the handlooms mostly, nearly 90 per cent. of it. Goods 
made by the handlooms are not exported. They Ilore consumed in Indi&. 

Q. I do not understand what you mellon by saying that it will have no effect on overseas ~ 
mlld'kets " as the export trade of India in piecegoods is not so much ... 

A. If there is no duty on yarn it will not affect it. 
Mr. Majmudar.-You SIloY "The railwaymustfsslle a temporary recE>ipt for the goods 

on the very day that they get them in the compound." Why do you want that' 
A. Here they do not give receipts for a very long time, for three or four days. If we 

get our receip~, we can send them to our customer . 
• Q. Ho~ oan they give a receipt u~"sa the bale is put in the wagon! 
A. In B mbay we are given it the same day, whether the goods are loaded or not. 

If they issue the reoeipt tho~ will try to load the goods the same day. 

Q. Is it only in Bombay' 
A. I do not· know of any other plaoe. 
Q. Do you suffer in any way by the railway not issuing a temporary receipt? 
A. Sometimes we lose our bales and unless we get our receipts we cannot be sure. 
Q. DollS nd'i the railway pay you for the loss! 
A. Very often they do not pay. If we fight out the case and file a suit they will 

pRy., 
Q, They do not admit the claims themselves , 
A. 'No; they do not admit it. There is the railway risk and owners' risk and there is 

much '4ifference. 
Q. In answer to Question 108, you say "Internal competition bet\\een Indian mills 

would operate to restrict the increase in thE> price of yarn and cloth throughout the whole 
of IIl{lia.. .. whereas in reply to Question 35 yon say" New mills established upcountry do 
not specially oompete with Ahmedabad or Bombay mills ... 

A. I talk of internal competition. Ahmedabad mills oompete internally. Bombay 
,mills oompete internally. 

Q. You say internal competition between Indian mills. 
A. Between 1001'1 mills. 
Q. You mean upcountry mills do not oompete with Ahmedabad mills and Ahmedabad 

mills with Bombay and so on , 
A. Not so much. 
Q. Then the restriction in prices will be only at t1).ose plaoes where there are many mills , 
A. Yes. 
Q. At other places there will not be much difference t 
A. There will not be much differenoe. 

Q. It is not very clear how that oould happen. If the prioe at one centre, say if the 
price at Ahmedabad is reduced, the price at Berar is bound to be reduced.. . 

A. If there is muoh differenoe, it will affect prices. But the Ahmedabad price WIll not 
alleot the 'prioe in Berar. They are manufacturing quite sep~te things. . . 
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Q. But all the same, they keep in touch with the market conditions at the various 
centres. 

A. There is muoh difference between Ahmedabad mills and other mills. The quality 
is q nite different. The customers are different. 

Q. In the case of J:panese ~ds their quality is different. R-t still vhen the prioe of 
Japaneee goods goes down, the prioe of the Indian goods goes down. The same thing is 
sure to bappen in the oase of Indian mills. H the price of one quality of one mill goes 
down the prices of other qualities are affected. '. 

A. In upcountries there are one. or two mills and they have their own oustomers. 
Q. Now the mills upcountry are increasing. For example, Baroda has three mills' 

Broach has two. 
A. Broach Bells goods in that centre to a great extent. I was purchasing there. 
Q. You know the Broach Fine Spinning Mills ? 
A. Yes. Only Broach Fine Spinning Mills stuff was selling in BOJ»bay. 
Q. It does not always happen that it sells the whole of its produoe in one" distriot 

only. . 

A. Not the whole, but a great. 
Q. Therefore the prices are bound to be affeoted by competition. H there is good 

demand they are not much affected. 
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Witness No. 89 

,Messrs. J(ASTURBHAI LALBHAI & Co., AHMEDABAD 

Written Statement dated 14th September 1926 

SECTION I 

General, 

1. The depression in the cotton trade is of a general character, though it varies 
in different centres of the industry. All mills in the same centre feel the depression. . 

2. Ca} World factors do contribute to the present depression inasmuch as some 
of the European countries who are large consumers of Indian raw materials, have not 
fully repovered from the after-effects of the great war. If the purchasing power of 
these European countries is recouped, the Indian cultivator will obtain a better price 
for his raw produce, and thereby be able to buy more oloth. Prices of food grains 
have not risen so high as cotton manufactures have done. T!::s will be evident from 
the index prices taken from Labour Gazette which are as und(·r : 

Year Food grains Cotton manu-
factures 

July,1914 100 100 
1922 152 255 
1923 119 211 
1924 133 232 
1925 133 20S 

. 1926 141 ISO 

(b) The exchange policy of the ~~emment of India which gives a bounty of 121-
per cent. to foreign imports .• I . 

(e) Inefficient labour and unfair railway freight~. 
3. Causes such as world factors are of a temporary character, while others such 

as exohange policy and unfair foreign competition are of a permanent natu,re. 
4. Yes, som~ 'lIthe milia may be compelled to close down. 
o. Old.m.il.b ~tarted .with small capital, and possessing large reserve funds show 

a profit, while some make both ends meet, and some work at a loss. 
6. A faU in the pric~ of raw cotton will not necessarily bring prosperity to the industry. 

if the chief causes of the depression are not removed. 
7. Owing to the continued falling prices of raw cotton, yarn, and pieoe-goods, th&. 

merchants have no faith in the present level of prices, and their purchases are of a hand 
to mouth character. -

S. The fall in the price of cloth has corresponded to the fall in the price of raw 
cotton, though it may not have corresponded with the fall in the prices of other 
commodities. Reference is invited to index prices given in paragrs ph 2. 

9. The purohasing power of the ryot has much decreased inasmuch as the prices of 
finished goods have not fallen as much as those of raw produce, as will be evident 
from the index prices given. 

10. No. 
11. Millowners do not seem to have made any serious effort: 

(1) To investigate and remove the causes that led to the loss of some of the 
principal foreign markets. 

(2) To explore possibilities of opening new outlets. 
(3) To establish research institu?ons and technical oolleges, etc. 

'These however cannot be said to be the-chief causes of depression. though efforts 
in the above directions would have helped the industry to some extent. 

12. The lists of mills whioh closed doW!!. went into liquidation, or ohanged hands 
Owing to depression in the industry are not quite oorreot. None of the mills given 
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in the lists can be said to have closed down, to have gone into liquidation, or to have 
changed hands, simply because of trade depression. In one case at least, the mills have 
resumed working under the same management. Som, ·of these concerns were boom 
fioatations, some possessed old machinery, and som!! were short of finance. Most of 
these concerns are working under new management. 

However it can be said that if there had been no severe depression in the trade,. 
these mills could have kept working under old management, as sufficient funds would 
have been available. 

SECTION II 

Nature and extent of competition between imported goods and those of 
Indian manufacture 

13. The loss of the market in China oreated a surplus of yam, which could not be 
exported elsewhere, and therefore the demand for home-spun yarn was overwhelmed 
by supply. Naturally, therefore, looms were increased to consume this surplus of yam. 
The loss of the China market may be attributed to tae rapid expansion of the textile 
industry in 9hina, and the successful competition of Japan in China. 

14. The Bombay MilIowners' Association have given these figures, which show that· 
the depression is due to Japanese imports in particular and other imports in general. 

15. Yarns: Counts up to 40s. 
Piece· goods : Shirting, drills, sheetings, and dhoties in grey, and shirtings and dhotielf 

in bleached. Goods made from 12s to 40s. . 

16. Qualities differ. 
17. We have learnt from a reliable source in Japan, that Japanese yams and piece 

goods are being dumped in tli.is country. Spinning and weaving mills in Japan are so 
organised that a particular mill works on particular sorte for partieular markets. Prices 
for the home market are kept higher than those realised from sales in foreign countries 
such as India. Our friends tell us that they are quoted separate prices for goods meant. 
for India, and that there is a heavy penalty, if the go!)ds are resold in the Japanese market. 
That spinners and manufacturers who cater for the home market naturally reap benefits 
from higher prices, but a certain pe~centage of these benefits have to .be given over to 
the controlling association, which gives rebate, and allowances to spinners and manufac
turers who produce for foreign markets, and who therefore suffer loss at times. 

We support the contention of the Ahmedabad Millowners' Association that regular 
dumping in 2/42s was resorted to in 1923, when that yarn was placed in the Indian 
market from Re. 1.2 to Rs. 1-4 per lb., while the cost of manufacturing the same yarn 
in India was about Rs. 1-8 per lb. The cotton price during the year 1923 was Rs. 510 
per candy, when this yam was being sold at from Rs. 1-2 to Rs. 1-4 per lb. Today when 
the cotton has dropped to Rs. 340. the price of that yam still is Rs. 1-4 to Rs. 1-5 per lb •• 
English 2/4Os at this period being sold at Rs. 1-9 to Rs. 1-10. 

In piece.goods grey sheetings called "C" and" Nine dragons'~ measuring 36' X 3() 
yards, was selling at about Re. 1 to Re .. 1-1 per lb., when the Bombay mills could not 
manufacture the same at or below Rs.I-4. We tried various mills in Bombay, and none 
could manufacture the sort at the price of the imported article. We tried in Lanca
shire, and Lancashire also could not compete. 

This article and a similar one from Chinese mills gave a deadly blow to the local 
manufacturers in grey. Sheetings are consumed in large quantities by local and 
up.c.ountry printers. 

19. To correctly determine the nature and extent of competition of imported yarntr 
with Indian yarns, it is necessary to take into consideration the yarn offered for sale 
by Indian mills, with imported yarns. We consider the competition very serious 
inasmuch as imports in counts 1 to 20s suddenly jumped to 13 millions lbe. in 1922·23 
from 7 million.q ,lbs. in 1921-22, and 11 million in 1913-14. Out of these, 12 millions 
were received from Japan as against 5 millions in the preceding year. In 1921.22, the 
United Kingdom maintained.her position in higher counts, but Japan practically 
d~minated the market in lower counts, in which she is a strong competitor with Indian 
mlll·made yams. Ofthe total imports in' 1922.23, which rose to 60 millions from 57 in 
1921.22, 47 in 1920·21, and 44 millions in 1.913-14, 52 per cent. came from the United 
Kingdom, and 45 per cent. from Japan. 

As Japanese imports are increasing in coarser and medium oounts, we fear the local" 
industry will be paralysed, if the imports are not checked in.coarser and medium counts. 
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20. Though it is difficult to estimate the exact percentage of the imports of piece
goods from the United Kingdom, competing directly against the production of Indian 
mills, we confidently say that the .. ompetition from the United Kingdom is the least. The 
qualities imported from the Uni~dKingdomeither ingrey, bleached or fancies, are hardly 
produced in this.cou.ntry, though no doubt English goods in medium counts are imported. 
However the sizmg m grey, A.nd bleaching and finishing in white goods of English make 
are so superior and prices so high, that there can be no competition between Indian and 
English products. 

21. We think possibly more than 70 percent. of the imports of piece goods from Japan 
compete with the production of Indian mills disectly. The reason being that Japan 
produces grey goods in coarser and medium counts, which sell much cheaper than 
Indian goods. 

22 .. We accept the figures that about 70 per c~nt. of the imports of piece-goods from 
countrIes other than: United Kingdom and Japan, compete directly with the production 
of Indian mills. . 

23. Wefearimport~ from the United Kingdom, Japan and Italy, will increase if 
exchange is fixed at Is. 6d., giving an advantage of 121 per cent. to foreign goods. 
Moreover, the depreciated exchanges of Italy and Japan will help those countries still 
more to compete in the Indian market. 

24. Imported piece-goodsfrom Japan severely compete at present with grey shirtings, 
and drills from. the United Kingdom and recently Japan has been importing wbite 
shirtings, and grey Calcutta dhot,ies. We think competit.~on between Japan and the 
United Kingdom will increase in future. 

25. Competition from Japan has been accentuated by the fall in Japanese exchange, 
but we fear. even when JapaneAe exchange becomes normal, the Japanese menace in 
yarns and piece· goods will not decrea~e. 

26~27. Competition of imported goods from Italy and Belgium is also due to the 
depreciated exchanges of those countries. If the rupee exchange is fixed at Is. lid., the 
competition will not cease but will increase. 

28. In Japanese mill., women are ,"gely employed, while Indian mills mostly employ 
men and children. Women. and ehiluren in .Japan work also at ni~ht, which is not 
allowed in India. Labour in .:Japan and western countries is very skilful, efficient, and 
organised. In India on the other hand, labour is illiterate, inefficient, and disorganised. 
Labour saving applianc"s'are used in western countries, which we cannot do owing to 
unskilful labour. So long as these differences in conditions of labour continue, the 
competition of imported piece-goods is facilitated. 

29. We C8.lUlot say definitely how far State assistanoe in foreign countries is res
ponsible for the present compet.ition in imported yarn and piece-goods. But we know 
on reliable authority that in Japan, shipping, purchase of cotton, production, distribution 
and sale of yams and piece-goods are controlled by an association. • 

30" Exporting houses in foreign oountries do get credit facilities. Export credit 
insurance schemes in the United Kingdom a.re well known. 

It is a matter of ~mon knowledge that Indian buyers often get 60 to 90 days credit 
facilities. Moreover long term warehouse facilities largely help to promote the imports 
of foreign goods. 

3!.' Exporters of foreign piece-goods do pay much attention to the req?irement:' of. 
Indian lniddlemen, and consumers, in regard to matters such as finish, quality, packing, 
etc., and this does facilitate foreign imports to a small extent. 

32. Formerly, Japan paid attention to grey goods only, and that mostly in sheeting, 
shirting, and drills. Recently bleached shirtings, and grey dhoties are being imported. ' 

33. Indian counts from 68 to 208 are ousted from the Chinese market by the Japanese 
yarns. Japanese yarns in 30s, 32s, 4Os, and 2/42s have replaced the Indian yam in the 
home market. 

34. It is the cheaper and coarser kind that' sells easily in the Indian market. No. 
tendency for finer cloth is noticeable in the home market .. 

SEOTION IV 

Mill Management 
40. Unless an industry is oarried on with reasonable effioienoy. and economy, it oan 

lay no olaim to State assistance. This oriterion is ,atisfied by mills in India, whose 
agents are alive to the interest of their compani<'i>. 
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41. The managing agency system 18 defective in&&much && it is hereditary; It carries 
with it all advantages, and disadvantages that are generally found in a hereditary insti
tution. H"the agent of the oompany pl&oes the interests of the COmpany above all 
things else, the company prospers, otherwise it suffers. As a remedy we suggest that the 
managing agency of an individual pr a firm should be legally terminable after a definite 
period of 15 or 20 years. After the managing agency system ce&&es, the management 
should be handed over to a manager responsible to a vigilant body of directors. There 
eould be at le&&t five directors, two of whom should be technical men. 

42. We prefer commission on profits to that onsalesprproduction. It is an open fact 
that if commissions are charged on profits, the management will be more economical, 
and efficient. In days gone by. when oapital w&& shy. and competition not so keen, 
commissions on sales or production might have, been necessary to induce people to 
undertake industrial enterprises, and invest funds therein. But now the times have 
changed. Cap~tal is forthooming wherever sO]lDd investments are offered, and. the 
pioneers of tile textile industry have sufficiently reaped the fruits of their labour, and 
ability. Hence there is no reason why the old system should prevail particularly when 
the industry is threatened with ruin. ' 

43. Managing agents do not openly receive commission on purchases of cotton, mill 
stores, machinery, and ooal, on sales of cotton yarn, and pieoe-goods, insurance, 
advertisements, and other such activities. But if they or some of them do it, it cannot be 
proved. 

The question of minimum commission irrespective of profits does not &rise as most 
of the Ahmedabad mill agents charge their oommission on sales or production. 

44. Some managing agents are &S8ociated with other business, and it is but natural 
that in proportion to the time and enl!rgy they spend upon other business, they will attend 
less to the mill management. 

SECTION V 

Mill Finance 

45. Overcapitalisation has not affected Ahmedabad mills, though it has affected 
some mills in Bombay. 

46. li:xtensions of mills, and repl!I-Cement of machinery, when prices were high, are 
not important factors in the depression of Ahmedabad mills. 

47. There have been very liberal distributions of profits by certain mills in Ahmedabad 
between the years 1917 and 1923." B;tt this is generally due to the shareholders who 
always clamour for fat dividends. 

48. No. 
49. At times working capital is obtained by offering commissions on cotton, stores, 

yam, or cloth. Short term loans are prevalent to some extont, though the system is" 
not sound. -

50. , The investment of funds in allied concerns is not bad in itself, provided proper 
care is taken. " 

51. After the boom period, mills experience much difficulty in securing adequate 
finance. This is due to loss of confidence of investors in the textile industry which is 
passing through depression. 

52. We agree with the statement made by the Ahmedabad Millowners' 
Association, 

SECTION VI 

00818 oj Production 

-te) Sales 

89. Most of tne local mills make their sales through brokers in the local market and 
commission agents in vp-country markets, while a few depend upon their salaried sale;men. 
We prefer the former to the latter, because brokers and commission agents can have their 
own selling organisation. Brokers who are merchants, and act as buying agents for 
up-country customers, have been able to show better results, inasmuch as they have 
their own in up-country centres, whose requirements they know. and to whom they 
give long term credits. . ". 
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90. We regret we do not understand the question fully. Usually whole-salers' 
and retailers' profits plus transport charges are added on to Bombay godown prices 
of imported goods, before the goods reach the consumer. Similar profits and charges are 
added on to mill-made goods, sold mill delivery. We do not think there is any variation 
in these profits 'or charges in either cl&88 of goods, from :what they were in 1913. The 
amounts of profits add~d on the original ez-mill, 'or ez-godown prices depend upon 
the nature of the goods ill each cl&88_ 

91. The system of long term credit is not prevalent in Ahmena.bad: A niid system 
of 12 days payment is recently enforced. This adversely affected sales_ H reasonable 
long term credit is· granted to offset the usual facilities enjoyed by importers and dealers 
in imported goods, there will be some improvement in sales. 

92. Dealers in piece-goods do experience now greatei:.difficulties in obtaining finance 
than in pre-war times. Owing "to declining prices, merchants have suffered severe 
losses, and this has curtailed their holding capacity: Consequently their piIrchases are 
much restricted. Formerly dealers in piece.goods here used to enjoy 25 to 30 days 
credit from mills. Now when bad times have set in, those facilities are curtailed, and 
this has certainly added to the general depression in the trade. 

SEenOy VTJ 

Remedial mea.'l1lres 

(a) Suggestions put forward by the Bombay ~illowners' Association 

96. We are in favour of the proposal that the customs duty on machinery and 
mill stores should be abolished. We also agree with the difference of 2 to 3 pies on 
·the cost of yam consumed in the mannfacture of cloth, shown by the Ahmedabad Mill-. 
owners' Association. 

9T.We are against the abolition of company super-tax. 

98. We favour the abolition of the town duty of Re. I per bale levied in Bombay. 
" . 99-100. We agree with the repli<iS given by the Ahmedabad Millowners' Association. 

101. We consider it very !necessary that the Gov~mment of India shoilld negotiate 
with the steamship comllanies for reduction in freights from Bombay to Calcutta, Madras, 
Colombo, Singapore, Penang, Zanzibar, Mombasa. 

102. It is essentill.l that the Government of India should appoint trade commissioners 
in the principal export markets of Indian raw materials, and finished goods. Their 
selections should be made from suitable Indians fully conversant with the different 
lines of export trade. It goes without saying that if suitable appointments are made, 
Indian export trade-, particularly of cotton goods, will be stimulated, as manufacturers 
and exporters will be more able to study the requirements of the export markets. 

103. Overseas markets can be recovered, extended, and opened by railway, and 
steamship freights, better banking facilities, concession rates to exporters, and, generally 
by adopting those measures which would lighten the burden on industry. . 

104. We favour an additional duty' of 13 per cent. ad tlalorem on yarns and piece
.goods of all counts and description, imported from foreign oountries, save the United 
Kingdom. Piece-goods of all kinds should be subjeot to the present 11 per cent. duty, 
and yarns below 40s oount should be subject to the present 5 per cent. duty. Counts 
of 40s and above should be duty frlle. 

105. Alterations in the tariff1ndioated above should be revised every 10 or 15 
~ears. 

106. By the alterations specified above, a temporary increase in the price of coarser 
yam, and grey cloth of coarser oounts may result, but this rise will disappear owing 
to internal oompetition, which will grow further, if more margin is left to home spinners 
and manufacturers. The oonsumers of Indian goods will not be thus affected to any 
great extent. 

107. Inorease in duty will lead to greater sales by Indian mills at least in proportion 
to the displacement of foreign goods. 

108. Internal conipetition will restriot higher prices throughout the whole of India. 
109. Inoreased import duty should not be levied if the oonsumers are permanent.ly 

made to pay higher price, and if the home industry is not likely to supply the country's 
.requirements at oompetitive prices immediately or within a reasonable time. 



,179 

llO. The r .. iBing of the import duty to II per cent. did 'not raille the prices of cloth 
or check the oonsumption, a.s the effect of the duty wa.s nullified owing to higher sterling 
8xoh .. nge, or depreciated currencies in exporting countries. 

111. Alterations in. the duty a.s suggested by us will not restrict the consumption; 
The year 1913-14 wa.s an .. bnormal year. 

. 112. If the diversion of imported yarn and cloth affects the state of Indi .. n y .. rn 
find cloth in foreign m .. rket., special me .. sures will h .. ve to be .. dopted to keep up foreign 
markets. But this consider .. tion should not deter us .. t present.. . 

113. A wholes .. le duty of 18 per cent. on imported y .. rna will totally destroy the 
ll,mdloom industry. Most of the yarns in count 40s .. nd above, are consumed by the 
bndloom industry'. As cotton ill"'to spinning mills, so yarn is to handlooms. It will 
be the most unwiBe step if 18 per cent. duty is levied on yarns of' 40s, and higher counts. 
The . h .. ndloom industry OOs been c .. rried on from times immemorial .. nd it supports a 
t .. rge number of men. The spinning mills in this country are npt producing counts of 
40s and .. bove. A few solitary efforts .. re being made, without much success to spin finer 
counts, but even this production is not offered on the market. The contention that 
he .. vy import duty on counts 40s and .. bove will give an impetus.to loc .. lspinners tp spin 
finer oounts is f .. r fetched. In counts below 408, Indi .. n spinners h .. ve got all the 
na.tural .. dvantage in the shape of raw material, market, etc. If unf .. ir competition 
from Jap .. n is nullified, they should be able to withstand the competition of the 
United Kingdom whose co .. !ser counts .. re subject to the present 5 per cent. duty. 

114. We support ad valorem duty on all kinds of cloth as imported from .. II countries, 
on all kinds of yarns imported from countries other tOOn United Kingdom and specific 
duties on y .. rns imported from United Kingdom as specified in paragraph 104. 

ll5. We do not oonsider .. dditional protection for making allowances for depreciation 
to plant .. nd maohinery is necessary. . , . 

(b) Other snggestions 

116. We do not favour an export duty on cotton, as it will reduce the income of 
ootton growers in proportion to the duty levied as cotton is not the monopoly of India. 
'rhe .. re .. under ootton will be reduced in proportion to the better prices available in 
other orops. The price of cotton in India will be reduced to the extent that foreigners 
displaoe Indian cotton by other kinds. Cotton prices in overseas markets will'suffer to 
the extent that other cottons are available comparatively cheaper. 

117. Though it is difficult to estimate the exact proportion of displacement pf Indian 
cotton by other cottons, we think toot displacement will surely take place particularly 
when strong attempts are being made in other countries to grow cotton. 

118. We agree with the statement of the Ahmedabad Millowners' Association. 
. 119. We consider toot better organisation and co-operation among mill agents in 
matters such as stand .. rdis .. tion of lines, will lead to better results. Mills should divide 
among themselves different markets. Some should work for overse .. s m .. rkets. Others 
for home m .. rkets. Home m .. rkets should be divided also. Even in specified m .. rkets 
some mills 'should work in grey, some in ble .. ched and some in coloured goods. Afte;. 
markets .. nd sorts are divided, mills should stick to the special qualities they produce, 
as far as possible. If qu .. lities OOve to be changed,. owing to adverse conditions, the 
mills should be able to produce ex .. ctly the same qu .. lity even after ten years. It is 
this standardisation of sorts that can help to promote the export tr .. de. If 
necessary, mills working .for overseas markets may be given reb .. tes by the association. 

120. If India. could spin finer counts satisf .. ctorily, the country will be much benefited 
but this is diffioult owing to climate, and inefficient labour. ' 

121. The reply is given under paragraph 119. 
122. Ahmedab .. d mille have been doing their best in this respeot. 
123. Looal mills OOve been producing bleached and dyed goods though not printed. 
124. No appreciabll} effeot of the remission of Excise duty is felt in the pres~nj; 

severe J .. panese oompetition. . 
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Witness No. 89 

Messrs. KASTURBHAI LALBHAI & Co., AHMEDABAD 

OroZ Evidence oj Mr. O. B. Mehta recorded at AhrMdabad on the 17t1& 
September 1926 

Pre8ident.-What is your special connection with the cotton industry? 
A. We are practically looking after the Rajkot Sta.te cotton mills and again we are 

acting as merohants, brokers and importers. 
Q. Are you the Managing Agents for those mills? 

. A. No; we act as buying and selling agents and practica.lly the whole management 
IS left to us. ' 

Q. Is your mill a member of the Ahmedabad Millowners' Association f 
A. No. 
Q. How many spindles and looms has it got? 
A. It is a weaving establishment at present. 
Q. How many looms has it got? 
A.150. 
Q. How long ago has it been started! 
A. It is an old ooncern. But it has oome into our hands for the last 12 months. 
Q. When was it started' 
A. About 20 years back. -
Q. Who waa the Managing Agent' 
A. There is no Managing Agent as the mill is owned by the State. 
Q. What oloth do they turn out, 
A. Grey cloth, bleached, in coarser counts. 
Q. Where do you get your yarn from! 
A. Till now from the Ahmedabad mills. But as it is not profitable we are now importing 

English yarns. ,_,/) , 
Q. You find those are oh.e.per ! 
A. Yes; comparatively we find that the English yarns are oheaper. 
Q. How does the price compare ! 
A. We look to the quality of the yarn, to the transport charges and other things and 

we find that the English yarn is better than Indian yarn. We have to pay heavy transport 
oharges on Indian yarns. 

Q. What difference does that make !, 
A. The English yarn we receive on cops but the Indian yarn we have to get on beams 

and bobbins. 
Q. Why can't the Indian mills spin their yarn on cops! 

.A.o;They have not got that facility. Only those mills which have mule spindles oan 
supply yarn on oops and even where there are mule spindles nobody could supply them 
satisfaotorily. Even when we were buying yarn on bobbins we found many oomplaints. 
whereas by using English yarn our task is much facilitated. 

Q. What oonnts of yarn are you using , 
A. 40s. to 80s. 
Q. Is the mill making any profit ! How is it doing! 
A It has oeased to make any loss. While we were working on Indian yarn, we were 

having tremenddus losses. But on English yarn we have stopped losing though we afre 
not making much profit, we are making both ends meet. 

Q. Since when is that! 
A. Some four months back. 
Q. You say you !' have learnt from a reliable source in Ja .. an that Japanese yarll8 

and piece.goods are being dumped in this oountry." Wbat was your source! 
A. That is because we are importing Japanese yarn and piece.goods. 
Q. To what edent ! 
A. ;1'0 the requirements of the local market. 
Q. How muoh business in Japanese goods do you do in a year ! 
A. About a lakh and a half. . 
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Q. Can you let us have some asmples of the Japanese goods you are selling here f 
A. Yes. ' 
Q. And also let us know at what prices you sell them f , 
A. Mos~ of 'he qualities will not stand comparison with local goods, particularly piece. 

goods. 
Q. How do you mean f " 
A. Because the counts are different, the sizing is different and the texture is totaIly 

different. We have tried many experiments in Ahmedabad as well as in Bombay and 
we find that no mill can compete with Japanese goods. We selected one qiJality and I 
have mentioned the name of that quality-what is known as C and 9 Dragons. 

Q. There are two qualities, C Dragon and 9 Dragon. They are not the asme. Are 
they f 

A. Only-the stamps differ; otherwise " the qualities are exactly the asme. There is 
another make from the Japanese mills, what is known a8 Kunja. It is this particular. 
quality that hils affected the local product,.ion in sheetings. 

Q. Do you know' what the counts are of the yarn from which. the C Dragon is 
made! 

A. 148. to 16s. 
Q. You say these sheetings were selling at Rs. 1.1.0 per pound in the Bombay market. 

When was that? 
A. I think it was in 1923 or the beginning of 1924. 
Q. You asy that the Bombay mills could not manufacture at or below Rs. ~.O. Can . 

. they manufacture it at or below Re. 1.4·0 now f \ 
A. Now the Japanese make is selling at 0.14·0 a pound whereas I do not think it is 

available here below Re. 1. 
Q. Are you selling any of it here, C Dragon and 9 Dragon f 
A. No •. At times we are selling the other Chinese make which is more popular in 

Ahmedabad. 
Q. What is it selling at f 
A. 14 annas per pound. 
Q •• Can you let us have some of that! 
A. Yes; I can supply you asmples of that. The local printers are using this particular 

quality. 

Q. Do yon also deal in Indian piece.goods f Do you sell your own mill products ! 
A. Yes. We are acting as selling agents to tnother mill and besides we have got our' 

retail shops. . 

Q. How do you oonsider the quality of Japanese goods compares with the quality 
of the Indian goods f . _.' 

A. Supposing we want to have a quality from Indian mills with the same counts of 
yarn and the asme reeds and pioks, you will find that the Japanese quality is a little 
superior and oheaper in prioe. . 

Q. Do you import your Japanese piece.goods direct from Japan f 
A. Yes. . 

Q. Not through a house in Bombay f 
A. No. We import direct from Osaka. 

Q. Do they give you any special treatment in regard to oredit or any special facilities 
of that kind which you would not get from an Indian mill f . 

A They are giving us sixty days ol"ninety days at times. 
Q. That is usual in intemational business. 
A. Yes. . 

Q. You get the same terms from England, don't you, for your English yarn f 
A. Yes:" we get even better facilities from England. The Japanese trade lies in the 

hands of the Japanese Houses. 

Q. Do you import any piece.goods frolll the United Kingdom f 
,A.. Yes. • 
Q. SheetiDgs f 
A. No. -We import white shirtings. 

Q. Have you any' idea of the counts of yarn from whioh these shirtings aie 
manufactured t 

A. Yes. 

:NO T 422-31 



Q. Wha.t will they be ? , 
A. From 24s. ~a.rp a.nd 32s. weft. 

Q. From the United Kingdom? 
A. Yes. 
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Q. Ao there is an export of cloth of oounts under 4Os. from the United Kingdom? 
A. We pa.rtioularly selected this ooa.rser qua.lity. We find even in the coa.rser qua.lity, 

that a.lthough the texture is simila.r to wha.t we produce here, the sizing, blea.ching a.nd 
finishing a.re superior and they cha.rge extra. rates. 

Q. Can't you get these shirtings you get from the United Kingdom as good a.nd as 
ohea.p from Ja.pan? 

A. No, beca.use they ha.ve not ma.de sufficient development in blea.ching. They ha.ve 
specia.lised in grey goods, though they have recently imitated Liepman 1,500 in white 

• shirtings. It is manufa.otured in Belgium or Holland. -

Raja Han Kiaha1l Kaul.-You say prices for the home ma.rket a.re kept higher than 
they are in India.. Ha.ve you any basis for that! 

A. I h"d a persona.l talk with a. shipper when he came to Ahmedabad. In a letter 
he wrote to me that there were oertain things a.bout Japanese trade which could not be 
understood from a. distance. He told me tha.t there was an association and that the 
association oontrolled exports as well as the purchases of cOttolL 

Q. The Spinners Association' 
A. The Spinners Association a.nd the Manufa.oturers' Association, both I think. There 

might be 'Other associations regulating the business of piece.goods as well, because this 
matter related to piece.goods. . 

Q. What did he tell you? 
A. He sa.id there are sepa.rate prices for export ma.rket and for home market, and that 

if a contra.ot was made with us they must ship things and they cannot sell them in the 
home market. . . , 

Q. He told you tha.t the prioes uPthe home ma.rket were higher tha.n the foreign 
export~' • I 

A. Yes. 
Q. Did he give you any instanoes-a.bout a.ny pa.rtiouiar goods selling at say Re. 1 

per pound in Japan, the flxport price being 14 annas ! 
A •. He gave the instance of 2/42s. in yB.rIL He said the price was one anna more than 

~hat he got in this pla.oe. 

Q. What was he ! 
A. He was a shipper. 
Q. Japanese shipper? 
A. Indian shipper. 

Q. Had he been to Japan ! 
A. He has got a permanent office there, 
Q. You refer to lower oounts here. Do you mean lower counts below 30s. or count 

between 31s. and 408 ! 
A. My idea. was below 40s. 
Mr. Bubba Rao.-In answer to Question 11, you say CC Millowners do not seem to have 

made any serious effort to investigate into and remove the oauses that led to the loss of 
some of the prinoipal foreign markets." Have you any idea. yourself as to wha.t ca.uses 
led to the loss of these ma.rkets! Wha.t ma.rkets ha.ve been lost? Ha.ve you any idea. ! 

A. Penang, Cairo, Egypt, Singapore. 

Q. Singapore! I will give you the figures. In the last 15 yea.rs the grey goods were 
reduced from 450,000 ya.rds to 434,000 yards. Coloured goods have risen from 10 million 
ya.rds to 22 million yards. 

A. What was the decrease in the grey goods due to ? 

Q. That is different. You say the market was lost. 
A .. Beca.use the India.n production is ma.inly oomposed of grey goods. 
Q. The point is this. You say the market is lost. The market ha.s merely cha.nged 

ita taste from one kind of India.n produot to another. 
A. I looked to the various markets and that was my impression. . If you were to 

examine a.ll the export market.~ tha.treceiveI ndian tloods, you will find thAt most oftbe 
IJlllorkllts were bein~ los~. 
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Q. But your exports of cloth have risen from 70-80 million yards to 180 million 
yards. 

A. Perhaps you are not taking into oonsideration the increase in production' in thli 
Indian mills. 

P,esident.-That does not mean that you are losing your market. 
A. But what is the proportion! . 
M,. 8ubba Rao.-You will fiud the propbrtion of exports is not very different from .. the 

inoreased proportion of production. You find the yarn exports have faIlen but not 
the cloth exports. . 

A. I will look up the figures again. I have aIso received reports from those markets 
that Indian piece-goods were falling out on account of Japanese competition. 

Q. Will you put in those reports? Will you give us extracts from those J.:eports t We 
would like to have them. It is possible some markets have been contracting; but I 
woulcllike to know your data for making that statement. 

A. Yos. 
Q. Then, what do you suggest to develop these markets·? What do you think should 

be done by the millowners to increase the trade in these markets t 
A. They could have sent deputations to enquire into the condition of the markets, 

&8 to what qualities are favoured there and what are not favoured. 
Q. And you think they have not done it so far t 
A. Yes. 

Q. In "nswer to Question 1M, you say 'we favour an additional duty of 13 per cent. 
ad valorem on yarns and piece-goods of all counts and description, imported from foreign' 
countries, save Unitdd Kingdom piece-goods of all kinds should be subject to .the present 
11 per cent. duty'. It is a sort of Imperial preference. That is on all foreign countries 
except the United Kingdom t 

A. Yes. 
Q. What is the idea t 
A. The idea is this; that piece-goods imported from United Kingdom do not compete 

with Indian produotion. • 

Q. To any extent t 
A. If at &II, they compete to a very limited extent. 
Q. What kind of cloth from the United Kingd~m competes with Indian cloth? 
A. In white piece-goods there is hardly any competition. -In printed goods there is 

DO competition from any country. 
Q. In grey goods t 
A. From Japan. 
Q. You want to exempt England from your high duties, because there is no competition 

between English and Indian goods Y I am asking you whether grey goods do not compete 
to any extent with grey goods made in India t 

A. Not to a very appreciable extent. 

Q. Where will you put the percentage t . 
A. It is very difficult to get it. No transaction could take place in Engiish grey 

IhirtingS throngh us. 

Q. English grey shirtings do not sell in our country t . 
A. Not to a very .large extent. Unless the consumer speciaIly wants English stuff 

,hey would not go in. If he wants better qualities he goes in for the Japanese and for 
'heaper qualities he goes in for the Indian. 

Q. So the English goods are lower in quality than the Japanese ones t 
A. No. It is not lower in quality but is very high in price. 
Q. In point of quality 7 
A. In point of quality too. 

'Q. In any case you propose to exempt English imports from this higher duty t 
IA. Yes. 
Q. Then would not the position be met by putting a duty not on goods frolll anyone 

:ountry or from countries generally but on certain lines of goods that competes because 
~nglish goods do not compete with Indian goods? Therefore why not make a broad 
lassification of goods that compete with Indian goods and tax them 7 '. 

A. That may apply to all foreign countries. . 

xo Y422-31a 
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Q. Yes. 
A. But even in ,tha.t oa.se, I think the cla.ssifica.tion will ha.ve to be ma.de separa.tely 

for sepa.ra.te oountries. J a.pa.neas a.re not producing ooloured 'piece.goods to a.n a.ppre. 
cia.ble extent. 

Q. Not sending or not producing f . 
A. Not producing for foreign markets, but only now for the ,Ia.st six or eight months we 

ba.ve been watching that they ha.ve made a. beginning. So if you make a. particnlar 
olassifica.tion to-da.y tha.t will be inopera.tive a.fter six or eight months. 

Q. You mean those goods which were exempted might come from Japa.n ia.ter on f 
A. Yes. 
Q. You exempt it because it come.~ from England now but it might come ia.ter on from 

J a.pa.n a.Iso. But all these changes a.re not fina.!. 
A. They a.re not fina.l, but a.t wha.t period ca.n revision be ma.de f 
Q. It is for you to a.nawer. 
A. It would be a.t least ten or twelve yea.rs before tha.t revision ca.n take pla.ce, a.nd 

during tha.t time Japan would ,be at a grea.t adva.ntage. , 
Q. Therefore you would prefer ta.xing by countries a.nd not ta.xing by classes of goods f 
A. Yes. ' 



Witness No. 90 

ltIr. AMBALAL SARABHAI, AHMEDABAD 

Written Stakmem dated 14th September 1926 

I. OondiliOfl8 preoajUng inthe- fe.-r:tile industry in Japall.-The recommendations of 
the Tarill Board will constitute an important chapter in the history of the Indian 
textile indust·ry. The immediate futur~ will depend to a large extent on the action 
Government will take as a result of its recommendations. As cunclusions will 
depend on i.formation available to the Board, it is of paramount importance that it is 
correct, reliable and complete. If the Board posses it in regard to conditions prevailing 
in Japan about labour and direct· or indirect subsidies (in which are included Stat.e 
bounty, subsidised shipping and transpo~t, preferential tariffs, easy finance, etc., etc.), 
then the Board should publish it for general information. There seems to be a mystery 
ahout conditions prevailing in Japan. The controversy in the papers betweE'n. 
Bombay millowners and Japanese textile interests,leaves a lot to be read between the lines 
and various different and conflicting conclusions are to be dra wn. It is not possible for 
witne8ll86, or fOT those who submit representations to, the Board, to frame t.heir recom
mendations without Japanese conditions being known. If as·a result of the'present" 
ambignity continuing, the Board bases it~ recommendations, after assuming a certain 
state of condit.ioM to be prevailing in Japan, which are different from those conceived by 
t·h'! Millowners' Assoeiation, th" recommendations of the Board will giv41 many surprises .. 
This will not be fair to the Board, to the industry, to Government and to the COlmtry at 
large. However, if the informatiun obtained by the Board is not complete and reliable, 
the Board will fail to discharge its functions. It is therefore very necessary for the Board 
to visit Japan and make enquiries on the spot. If in Japan information is witheld, 
t.he Board will be justified in drawing its conclusions. For purpose of investigations in 
Japan, it may be advisable to co-opt two repr8!!entativC8 of owners and two of labour 
on the Board, who should retire on completion of tho report of inve9tigations in Japan. 

II. What BMula be the policy witk regard to imports in India from foreign countrie8 and 
goods coming from N alive States, in which conditions due to nat·ura! or artificial caU8es, 
reduce the cost of production, as compared "'itk those in India I-It is generally 
admitted,-I have derived my information from the press and from the evidence 
submitted to the Tariff Board-that restrictfons regarding hours of employment, 
female and child labour, are differ~nt in Japan to those prevailing in India. If wages 
and effioiency are the same in Japan as in India, then regulations in Japan would result 
in the incidence of wages ill the cost of productioll being lower there than here.; If the 
present regulations in India regarding hours of employment, f"male and child labour, 
are oonsidered necessary in the interests of labour, then it makes no 'difference ad to how 
the existing conditions came about: It is beside thE! point to consider whether or not 
they are due to the Geneva recommendations, due to legislation in India or du~ to grant 
by employers of labours demands. If the present Indian regulations are not considered 
beneficial to labour, then Government should take early steps to·make regwationsin 
India similar to those prevailing in Japan. I, for one, would by very sorry, if t4ey are 
altered. Irrespective of the condition of the Indian textile industry, it is only fair 
to give protection to-the Indian industry to the extent that the cost of production 
is low in Japan due to unsatisfactory labour conditions and direct or indirect aid. For 
example, if due to State aid and labour conrutions, the Japanese cost of production is 
less by one anna than the Indian co~t of prQduction of 2142's yarn, an import duty of an 
anna per lb. should be levied. It is as~umed that the Board will readily see that the 
argument that might be advanced against such an imposition on the ground that it will 
increase the burdens of Indian consumers, is not worth considering. Benefiting the 
consumer by inhullll1.n exaotions, or artificial state assistance at the cost of persons in 
other oountries, is immoral. The Government of India have taken this view, and in 
support ofthisI cite Indian Opinm Policy. If due to international treatiE'.t! and obligations, 
it is not possible to discriminate against a particular country, luckily in this particular 
caseit is possible to impose a levy based onfinencss of counts, and on cloths woven from 
those counts, which willsubstantiallyallect imports- from the pa.rticular country, without 
touching to any considerable extE'nf. imports from other countries. 

TIl. Causes of DeprIi88wn.-If causes of the present depression in thl" industry hAl'e 
Dot to be ascertt1ned with a view to remedying them, it-will serve on useful purpose to 



486 

do so. Below are given ca.uses, which, if remedied, would assist the Country wo .... ~nan 
the benefits tha.t will result to labour a.nd to ca.pital :_ 

(a) Exchange, at l/4-The balllnce of t,rade is in favour of India. That being the case 
the :value of exports exceeds the value of imports. I take it that in case of every' 
fa.mlly the 9a.me holds good. Even if it is a.dmitted that exchange at 1/4 will raise 
prices in India, the benefit due to increase of incomings will more t.han make up 
for the increase in outgoings. It has still to be proved that prices in India 
responded fully to lluctuations in exchange in 1919 and 1920. For India to be 
Beli·dependent for its prime necessities, a. reversal t.o 1/4 would give tha.t impetus 
to agriculture a.nd industries which is so imperative. It is difficult to say what 
effect this will ha.ve on faotory employees whose earning~ in rupees may not go 
up. They may be depended upon to secure higher wages if the industry i~ in an 
apparently permanent prosperous condit.ion. _ " 

(b) Lab9ur,~La.bour is inefficient and undisciplined. 
(c) La.bour a.nd owners are not properly orgaxrlsed. 

'Cd) Thereis an excess of imports as stated by Mr. J. A. WadiainBombay. 
Ie) There is a orude tariff which can make it possible for foreign countri~ to sell their 

goods in India. below the cost of production of similar goods made in India. For 
goods competing with Indian goods, the following suggestions ar~ made ;_ 

(I) At some stage a. certain amount of protection is necesa.a.ry for every industry 
other than a monopoly one. In this connection a reference to the protective 
legisla.tion of the textile industry in England will serve to indicate the efforts 
that are required. At the same time, protection should be resorted to only 
when necessary and for the minimum period possible. 

(li) Inefficiency should not be at a premium and the cost of production of important 
items, or which can be produced in fairly large proportions of the total require
mente of the oountry a.s a.scertained from the figures of the most efficient Indian 
concerns, should form the ba.sis. With this as a basis and adding 8 per cent. 
for total capital employed inlbusiness. after making full provision for depreciation, 
the fair selling price of impc\rtant items should be determined. For this purpose 
it would be necessary to take prices of raw materials which lluctuate from time 
to time. Tariffs should be so fixed that if any foreign goods are imported into 
India at prices below those as ascertained above, a levy of duty on those imported 
artioles would make tlJe prices of those articles the same a.s the price determined 
for Indian articles. For example, 2/42's grey yam may be taken. The average 
price of particular suitable cotton from 1st January to end of March is 10 annas 
per lb. Percentage of loss due to waste is, say, .. X". Cost of" X " is 2 annas. 
So the price of clean ootton after allowing for wa.ste and loss is 12 anna.s per lb. 
Cost of manufacturing charges inclusive of profit and dllpreciation is, say 
8 annas. Thus from 1st of April till end of June, such amounts should be levied 
on imported 2;42's yam as would make its cost price in India B.s. 1-4-0 per lb. 
It may be argued that this is very difficult to work in practice. With the growth 
of civilisation elaborate devices are necessary and what appears elaborate and 
oomplicated becomes simple after some ,time. The Government of India, 
Commerce Department, may undertake tlJese duties, but before fixing a quarterly 
ba.sis of prices of raw materials, various a.ssociations and trade interests should 
be consulted (the same as wa.s done by Government when fixing tariff values 
for cotton goods for the purpose of the cloth exoise duty). It may be argued 
that this will encourage false invoices being submitted,etc., ete. The Board will 
readily oondemn suoh oriticism. Inspite of the Penal Code, offences continue 
to be committed. The Penal Code is not therefore considered unnecessary. 
Similar treatment as suggested above should be given to cloths and yarns 
produced in Native States and ooming into British India. 

IV. Summary 0/ recommendatiofIB-
,(1) The Board should visit Japan and also ascertain oonditions ptllvailing in, Indian 

Native States. 
(2) A levy to the extent that oost ofproduotion is low '~ g~ods co~ into British 

India a.s a result of unequal labour regulations and outside aid, is ne<'essary. 
, (3) There should be levies to the extent which will make prices of g~ods ooming from 

abroad or Native States equal to the prioes determined for simiMr.r'goodl made in 
British India. 

(4) Early adoption of measures to make labour effioient. 



ITBMS WHIOH (TJlCUOH JBBIliLEV ANT II'CB THIll l'UBPOSB CJ!' THE PRBSENT INQUlJlY) AU 
DBBMBD USBJ!'IJL FCB OCNSrDBRATICN BY THE BCARD 

1. f]otHlrnment PalrO'n,age.-Very little is being done to.day to encourage Ahmedabad 
mills to tender for Bupplies to Government. Though there is a Centr&\ Indian Stores, 
Purchase Department, it is not definitely laid down that all purch&&es, ·-Provincial, 
Central Government, the Army and other Government main departments,-shall 
necessarily be made through the Central Department. There should be a Lodal Office 
of the Department. The Bombay Government; if it does not make purchases through 
the Indian Stores, Purchase Department, should m",ke them through the Director of 
Industries assisted by an Advisory Board. Government'have laid down "quality being 
suitable and prices not high "/wording is mine), "preference should be given to Indian 
goods ". It should be modified to, "Iluality not being unsuitable ana prices not unduly 
high preference should be given to Indian goods ". A good deal depends on officers 
making purchases whatever orders thore may be on paper. 

2. How to make ",hOur mornfficient!

(a) Free and oompulsory education. 
(b) Special elementary, secondary and technical Rchools for millhand&-children a& 

well a9 adlllts--. 
(~) Enoouragement by employers in the form of wa.:es at increased rates to those who. 

have passed examinations. (I suggest a scheme si,milar to one in Java in sugar 
factoried. I regret I have not got reliable particulars or submission to.the Board). 

(d) Total prohibition of liquor and harmful drugs. St.rict supervision on licensees. 
(e) Efficient administration by municipalities, particularly, in so far as it refers to 

huilding hye.laws, open air spaces, street lighting, detection "f adulteration of 
articles of food, ·ete., etc. 

(f) Non.employment &8 full time workers of women who are mothers. Employment 
of women in departments, in which women work in foreign countries, hllct in which 
men ellclusively work in India, such as wp.&ving. 

(g) Abolition of employment of labour under 16 years of age.. Age to be raised in 
four years from 12 to 16. Legislation for prosecution and punishment of 
(,luardians who make children under 16 work in two shifts in. two different mills. 
Also improved methods of prev('nting two. certificates under two names being 
given to the same child. 

(A) Better housing through local bodie •• 
(i) CompUlsory arbitration in disputes between employllrs and employees;n 'regard to 

wages. (I make this conditional on Government acceptin!l this principle in case 
of their own lower subordinate servants 8llch as post-men, IJfimn.ry schoo! teachers, 
police·men, ek., etc.) 

(j) Raisin!! the .tandard of living which is very low. Men can earn more if they work 
more, which they are not willing to do, due to there bein,; no unemployment worth 
mentioning and their wants he'ng few. On account of th(,ge stoil' ideal efforts are 
marle to lower the standard of living. . 

(k) Tangible expression of sympathy for employees by employers.. (Very little is being 
done hy employers or their employees. Compan!es whicIi seL aside ¥Ieagr .. 
amounts each year from profits for charitable purposes, do not spend enn thllll6 
amounts exclt.sively for the benefit of employees). They are generally spent for 
feedin~ dogs and cows, for carrying fish from drying tanks to otherR building 
temples and dharamshalas and for running benevolent institutions for the benefit 
of others than mill employees. (These remarks refer to local mills). 

A lITATEIIIBNT 011 ADVANTAGl'!S AND DISADVANTAOBS 0.11 IIIILLS IN BCMBAY AS 
• CCM.PARBD WITH TRCSK LOCATI!D IN AHMBDABAD 

Advantages .3 Bombay , 

(a) Better pla.nt arrangements and equipment to manufacture varying qualities of 
goods. 

(b) Humid atmosphere. 
(e) Cheaper mill stores and machinery (Bombay being a port). 
(d) Cheaper freight to other ports. 
(e) Higher moral calibre of men &8 a result of stronger publio opini!>n. 

DiBadvantageJJ 'n BiJmhay 
(a) Expensive land. . ' 
(6) Higher power producing cost inspite of hydro.electrio supply. 

(I am convinced about tW;, but I am inve;tigating oauses which Inorease Inoidence.) 



(e) High water tax. t am told well sinking is not succt>Ssful. 
(d) Offices away from mill premises which increase cost and interfere with CIOSII' 

- touch with the mill. 
(e) Levy of Re. 1 per bale of cotton. 
(!) Dearer cotton due to purchases in Sewree. Transport go-down, in.~urance and 

other charges are saved when purchases are made up-country_ 
(g) Higher wages. . . 
(A) Want of adapta.bility to turn outsorts in dema.nd. 

It is difficult to say at the present stage to what extent advantages countervail 
disadvantages. . 

Local Labo"r Organisations -
J.ocally the labou.r union movement is gaining strength. The Union runs many 

institutions, such a.s, day and night schools, a Montessori infant cla.ss, a lying-in hospital. 
A weekly paper is published. As the leaders are non-co-operators, the Union takes 
no part in Council elections. None of the leaders are members of the municipality or 
of the Legislative Council or Assembly. Relations between the Union and the Millowners' . 
Association are not unfriendly. Membership being low the Union does not carry great 
influence with owners except when in good times it is possible for the Ynion to call 
out men. During strikes and lockouts the Union provides work for strikers. More 
often than otherwise the attitude of the Union is not" die hard". Localleaders act 
under the advice and guidance of Mahatma Gandhiji. Their activities are confined to 
local labour. With a view to doing their best for local labour they refuse invitations 
from outside for leadership. 

AU India Labour OrganisatioM 
Some of the leaders nave All-Indilt and International status.' Ret'ognition of them 

a.s such by Government has resulted in their appointments in legislatures and interna
tional conferences and congresses. Labour has thus been deprived of a few public men 
keeping in close touch with it. If All-India labour leaders possess linowledge of labour 
conditions, such as, hours of employment in Native States, make charges which they 
can substantiate, care more for effet'~ of speeches and evidences on those whom they 
wish· to influence in favour of labbbr than on their admirers outside, ret-ognise that 
labour cannot advance with6dt the industry and the country prospering, co-operation 
between labour and capital will be more real than at present. It is a _ad result of past, 
and perhaps continuing indifference of employers towards employees which makes it 
possible for labour to go under such All-India leadership, which to say the least, is 
l1'1rmful to Iabour interests. 
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Witness No. 91 

Mr. C. C. DALAL, AHlIIEDABAD 

Written 8ta~mem da~ the 81h Ootober 1926 
I am the proprietor of the Gujarat Hosiery Factory, Ahm~dabad. The factory wasl 

established in the year 1908 and has been since tbf'n manufacturing cotton knitte.d 
underwear. - . 

There are in India about 50 concerns manufacturing cotton knitted goods, worked by 
motive I,owftr, which are distributed as follows :-22 in Bengal, 16 in Madms, about 7 
in Bombay, 1 in the U. P., 2 in Mysore State. The v.alue of the goods manufact\ired 
is not obtainable. The quantity of good9 manufactured in India ini;he year 1925-26 
is 3,16,546 daM. weighing 8,72,261 lbs. . 

The value of knitted h09iery goods imported into T ndia in 1925-26 was Rs.I,33,65,833 
out of which Japan exported goods worth Rs. ],07,92,990, i.~., 81 per cent.; from the 
above it can be very easily observed that the home industry has to compete solE'ly with 
Japanese goods. Out of the above Rs. 1,33,65,833, the value of underwear imported 
is 1,08,7'1,977 and the share of JapaI1i~ 1,01,511,599, i.e., 93 per cent. 

Japao has special facilities one of them being that spinning mills manufacture yo."" 
specially for hosiery whereas it is very difficu!t here to get yarn for hosiel'y ma.nufacturing. 
Secondly, Japan has found out a typ" of machine Rpecially suited for manufacturing 
cheap goods. All spare parts iucluding needles are readily obtainable there as the 
machines themselves are manufactured in Japa.n. Manufacturersin India ontheothE'r 
hand have to keep a very large stock of spares and needles. For a small concej.'Il like 
lQioe I am obliged to keep a stock ofspares worth about 7 to 8 thousand rupees_ 

Almost all types or under\vear Rold in the market are bleached and "as such -it is 
necessary to bleach the goods. In Japan there are bleacheries each bl~aching about 
4 to Ii tons a da.y. The manufacturer of knitted good~ in Japan after knitting the fabric 
send~ it over to the bleachuy to be bleached, whereas here each one has to do his own 
bleaching which when done on a small scale does not give & good result and it would not 
pay to put np macbinery to bleach on a small scale. _ 

All workmen in Japan are literate whereas we here have to get work out of illiterate 
and unskilled workmen and as Buch the work turned out is more costly in ~"he long run. 

The above are the advantages which Ja~an enjoys. If the induqtry were given protec
tion India could DlanUfactOl'e knitted good~ worth abont a crore and the ind1ll!try could 
consume yarn worth about 40 lacs and thus buy the p~oduction of about 4 or 5 mills. 

The value of a dozen of Japanese imported underwear i~ "bout Rs. Ii; the value of a 
dOl'len underwear manufactured by me in 1925 was Rs. 8-4-0. From this it can be seen 
that the manufacturer in India is able to manufacture only costlier goods as there is 
a duty of 11 per cent. which enables him to manufacture high-priced goods and not cheap 
goods. As such it is necessary to give a furthn protection of 15" per cent, so that tbe 
Indian conoerns oan withstand the competition in manufacturing cheap goods. The 
industry is an infant industry and as such it specially needs protection. I would suggest 
that a speoific duty of Re. 1-4-9 per dozen be charged on all imports of underwear. 
As regards socks and stockings I cannot Buggest what duty should be charged as 1 have 
very little experienoe of the manufacture of socks. " 
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Witness No. 92 

SHAREHOLDERS IN THE TEXTILE MILLS CO., LTD:, AHMEDABAD 

Written Satement dated tke 22nd June 1926 
. I . 

We, the undersigned shareholders of the Textile Mills Company, Limited, in Ahmedabad 
. beg to bring to your notice the following facts which are true to our belief and which we 
hope will assist you in the inquiry into the textile industry. 

1. Directors of the mills of this place are the relations, friends, or the partners of the 
Agents firm; therefore, the directors should be elected from the shareholders excluding 
the abovementioned. 

2. Directors are elected by a majority of votes which agents possess through their 
holding a major portion of -the shares of the company. This practice should be stopped 
and the votes should be counted individually, i.e., a shareholder can give only one vote 
though he may possess any number of shares. Following this practice the agej!t cannot 
eJect direotors of his own choice. . • 

3. It is a general rule of this place to publish balance sheets after eighteen months 
have passed. Under this practice several companies in Ahmedabad have been forced 
into liquidation through agents showing imaginary stocks of cloth, cotton and yarn, etc. ; 
so the agents should be forced to publish the same within two months of the completion 
of the year. Hence the auditor can verify the stocks; otherwjse he has to satisfy himself 
by checking only the vouchers supplied by the agents. 

4. The meetings of directors should be held every three months instead of holding 
them twice a year which is the current practice of this place. So the directors can get 
more chances to know the position of the company. 

5. Balance sheets should be published twice a year as the jute mills in Calcutta do. 
6. There are resolutions in the deeds of most of the companies to the effect that the 

agents should relinquish a certain portion of their commission if they distribute dividends 
to shareholders below a certain ~tcentage. To avoid this catastrophe agents adopt 
the following course. They put the stocks of cloth, yarn and cotton so low in a prosperous 
year that they can transfer that profit to the lean years to make their commission safe. 

7. The agents charge their commission on production of cloth and yam from 31 per 
oent; to 4 per cent. per lb. add in this way the amount of their commissions is greater 
than what they actually distribute to the shareholders. The commission should be 
oharged oli profits only. 

8. The system ofhe>reditary agency which is current at both Ahmedabad and Bombay 
should be abolished because under this system a fool succeeds an able father. 

9.' The Government should create a permanent post whereby th" officer-in-charge 
can receive complaints or- applications from the shareholders about the malpractices of 
the management and he must have power to inqqire into the mismanageinent. At present 
to remove this grievance a shareholder has to go to the court and incur the expenses from 
his own pocket while the agent has at his disposal the. ample funds of the company by 

. whioh he can command best counsels. 
10. Some of the agents to receive increased commission extend the mills borrowing 

money from the banks and the publio (when there are no funds in the company) and when 
depression sets in, the> companies remaiR at the mercy of the creditors and have to face 
the ohances of going into liquidation ruining both the shareholders and depositors. To 
remove this a resolution can be framed to the effect that no mill can be extended without -
its own reserves. 
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Witness No. 93 

MOTILAL J'ESHIlfGBHAI SHETH, BATANPOLE, AHMEDABAD 
W ritl~n Statement. dated the 20th A UgUBt 1926 

SBCTION I 
General 

1. The present depression in the cotton textile industry is wide-spread in almost all 
centres, but it is more vigorous in Bombay than in up-country mills. 

2. The aftermath of war has displaced everything, and the cotton textile industry 
as every other industry of India and the world has been a prey to it. But the present 
depression is due more to other factors than the one mentioned above. They may be 
mentioned as the exchange policy of the Goveriunent of India, the unfair competition 
of Japan, and the expensive and inefficient management of the mills. All these causes 
together with the aftermath of war have brought about the present depression . 
. 3. The causes of depression are of a permanent character so long as they are not 

drastically dealt with by the Government and the mill-agents in the interests of the 
industry. ' 

4. If cotton goes down and yam and cloth remain steady the mills may not close and 
will work with a margin of profit. 

5. The producers of piece-goods (and probably yarn) are realising a profit on their 
sales in Ahmedabad. The Ashoka Mills without any reserve fund has been able to declare 
a good dividend besides maintaining a large surplus in the form of lower valuation of' 
stooks on hand. . 

6. If cotton goes down, and yam and cloth remain steady, the mills would work mon 
profitably. On the other hand a corresponding fall in the prices of yam and piece-goods 
may not relieve the situation at all. -

7. So far as the mills are concerned, they get the advantages of the fluctuations in 
the market. The effect on the community. at large is explained below in answer to 
question No.9. 

9. The aftermath of war has displaced almost every business, and the ryots have 
lost the big profits of the boom period, which in its turn re-acts on their purchasing power. 
But the knowledge that the prices are falling and will continue to fall induces them 
to restrict their purchases to a minimum, 

In spite of a succession of favourable monsoons and high prices of agricultural products 
during the last four years, the farmer of 1926 is no better off than the farmer of 1913-14; 
He is not to the point in the economic sense of the term, i.e., he has no capital, is unable 
to withstand famines, and is not free from his characteristic indebtedness. .' 

An average middle-class man with his increased income and resources in 1926 is 'econo
mically worse off than the average middle-class man of 1913-14. The failures of so many 
new concerns and big peorties have ruined him with6ut decreasing his ljability to pay his 
own debts, although he may not receive a pie from his debtors. Unfortunately, the 
collapse is so great that almost everybody feels its shocks in varying degrees. It is this 
collapse that has been the root-cause of depreciation of capital, lack of confidence in 
credit, andrestriction of the purchasing power of the community. 
. This economic pressure on the ryots and the middle-classes combined with the knowledge 
that prices will still fall, compel them to restrict their purchases to a minimum. Even 
if the prices were to become steady there can be no substantial improvement in the 
situation unless the economic conditions of the community are stabilized. 

The extent to which depression is caused by this cause is diffioult to point out, but 
some rough idea could be obtained from the following facts. • 

During the non-co-operation movement higher prices were paid for national products 
even though. similar .products of better quality of foreign manufacture were sold at !" 
cheaper rate m the market because the community had not suffered great shocks eoonolDl
cally. . .' 

Even Khaddar was consumed in those days although it cost· I1lUch more than ~h8 
prod~cts of the Indian mills. '_ 
. Lands were sold at fabnlous prices and' other bargains were easily ~tered intO by 
people as if. by magic which in ordinary times would not have been possibfe. . 
-, People could be made to believ6 tile possibilities of the schemes like that of the Back 
Bay to be successful &lid profitable. . . -
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And all these things were possible because the people had not Buffered financially. 
10. . The statement, however enticing and sound outwardly, is incorrect. The main 

causes are outlined above in answer to question No.9. The fallacy of this statement 
could easily be 'seen from the inactivity in almost all the great centres of India among 
dealers in precious metals, v;z., gold, silver, and jewellery. 

11. The mills lose a substantial part of their profits because of their mismanagement. 
I Iiave no figures to show what percentage is thus lost, but it could safely be assumed that 
about 5 to 7 per cent. of the earnings are lost in mismanagement. To quote only one 
instance.-In the Saraspur Mills, Ahmedabad. the agents debited to their account large 
sums of money extending to lacs of rupees in the mill· books and took away the sums 
which are not yet returned. The result is that the mill has to.day to bear the debt 
amount and the interest charges. This is not a rare case, nor is this the only dishonest 
practice. There are a number of mal.practices which ultimately go to reduce the profits 
of the mill. These are dealt with in detail below in answer to question No. ·to. 

12. Mills in Bombay have been closed. sold and liquidated due to depres.uon, WhilE 

in Ahmedabad the mills have closed, and have gone into liquida.tion due to mismanage. 
ment of the agents. 

SECTION II 

Nature and extenl 0/ competition between importEd goods and tAwe a/Indian 
'manufacture 

25. With regard to the Japanese exchange one thing must be borne in mind that it if 
independent of the sterling exchange, and a rise or fall in the sterling exchange affects il 
but little. 

Beforo discuBBing whether Japanese exchange is responsible for the Japanese competi 
tion and if so to what extent, it is necessary to go through the history of the boom-period 
1917-1922. I herewith reproduce a table showing the Japanese imports in this counti"J 
from the Tariff Board's book pagel\ p6-138. 

Japan's Exports to British, India..-
, 

Yarn I Cotton piece-goods 
Year 

in Piculs in Yens I in Yens 

1917 .. .. 27,938 41,32.636 151,21,454 
1918 .. .. 2,38,280 3,49,98,715 554,35,718 
1919 .. .. 14,259 29,80,475 295,07,929 
1920 .. .. 1,42,846 302,52,515 672,89,100 
1921 .. .. 1,11,492 119,91,334 304,65.794 
1922 .. .. 2,04,959 206,66,783 

I 
335,67,336 

1923 .. .. 1,76,812 205,11.884 36546,103 
1924 .. .. 2,42,521 359,54,637 469,16,136 

. ' . 

From the above figures it will be seen that the factor of Japanese competition ha' 
become important since 1918. The impetus given to the Swadeshi movement by nOll 
co-operation in 1919-1922 reaoted strongly against all sorts of foreign imports. Buti 
1920 meet of the Japanese products were passed off as Indian hand and mill productio: 
by the traders which accounts for large Japanese piece-goods imports in that ye&J 
The down-fall of the movement since 1922 has again induced people to buy in the cheapes 
market irrespective of nationality. It is at this sta.ge that Japan again enters the India 
markets as a competitor. Even to-day there is a large section of people in the countr 
who yet hesitate to buy foreign products in preference to Indian, but their number . 
deoreasing day by day. 
It is assumed in the table given in the 57th para.graph of the Association'sBtatemen 

That the effioienoy of Japan is 20 per cent. greater than that of India.- The cost of mam 
facture is take}). at Rs. 370 in India and at 190 Yens in Japan.. I cannot say whether tho 
20 per cent. difference in efficienoy inoludes the greater output and the leBBer waste of tll 
Japanese worker, the benefit derived by Japan from using lower qualities ~f cotton 1 
produce better results than the Indian mills are able to do frolQ the same quahty, and tll 
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lower remuneration paid to the Japanese labour. It is a well-known fact that Japan is 
the greatest oonsumer of Mathia cotton (a type equal to Bengal cotton) which is generally 
50 rupees below Broach'ratell. I think if all these factors were considered the benefita 
derived by Japan will be more than 20 per cent_ H India is unable to derive all these 
benefita from ita inefficient labour, her mill management is to blame a9 shown below in 
answer to question Nos. 40 and 47.' 

Crilicism on Table given in 571h paragraph o/Ihe .Association' 88latemem 

The cost of manufacture in yen (In Japan) will not normally be affec~d by fluctuations 
in exchange, and it is here that the Japanese get the advantage of the depreciated 
exchange. Fluctuations in exchange will affect cotton but very little, practically nil, 
a8 shown helow. When cotton is purchased in India in rupee currency, sent to Japan, 
manufactured there and brought to India, it has to be sold in the rupee currency. The 
raw ootton when purchased would be transformed, into yen value at a particular rate, 
and on the other hand the cloth sold by the Japanese in India will have to be transformed 
into yen at the same rate. Thus the fluctuations in the price of cotton in rupees will 
normally be transformed into yen without leaving anything in the form of exchange 
surplus. . 

But the 08se is different with regard to the yen paid in Japan for the manufacture of 
oloth. Any depreciation of ex.change is sure to leave an equivalent surplus to the 
Japanese manufaoturer. Thus the continuous fall of exchange during 1921-24 has been 
beneficial to Japan to the extent of conversion of yens paid for manufacturing raw cotton' 
into oloth and to that extent Japan can be said to have been benefited by the exchange •. 

At this caloulation the oondition of the Japanese products willl?e as under:-

Raw Material' 

Same in the oase of 
Japan and India. 

Cost of manufacture 

20 per cent. less in Japan due to 
efficiency, plus margin that 
may accrue to Japan by the 
depreciated yen. 

11 per cent. import duty. 

To be paid by the Japan
ese, alone plus freight 
bothwaya. . 

The beneJiIB 'Iud accnu fa Japan from the depreciated yen 

As stated above the depreciation in yen will leave a margin on yens spent in manufao
ture. The Table in 57th paragraph includes the gains that accrue to Japan from the 20 
per cent. effioienoy (vilk column 11). . But without the 20 'per cent. margin of efficiency, 
Exohange alone would not have enabled the Japanese to reap the advantages that they' 
at present do. 

Taking the pre-war parity of 100 yens to 153 rupees as normal, the utmost depreoiated 
value of yens 100 was RII. 107. At this rate the Japanese got RII. 88 (at the rate of Ra.U 
per 100 yens for 190 yen spent in manufacture) as the exchange margin, from which 
the import duty of 11 per cent. and the 20 yens spent in freight both ways and charges, 
should be deducted, which are approximately Rs. 75 (.&t 11 per ,cent. per Rs. 681 per bale 
of cloth) and Rs. 211 (for 20 yens at the exchange rate of Rs. 107) making a total of 
RII. 96*. These figures show that the Japanese products &fter paying the duty at the 
utmost depreciation left a margin of about Rs. 8* per candy in favour of India exclusive 
of difference in efficiency. At present the rate of exchange 'is 100 ye~ to Rs. 130 (in 
August 1926) and therefore this margin of Rs. 88 will be much less (Rs.,44) whiIe.:.·the 
items of iplport duty and freight and charges -both ways are Rs. 66 (for the value of 
oloth has decreased from 681 to 608) and Rs. 26 respectively making a total of Rs. 92 
which leaves a margin of about Rs. 48 per candy of olothinfavouroflndiairrespective 
olthe difference in efficiency. .• ' 

As to the present low prices of Japanese producta I have stated above that it is due iJi. 
the first plaoe to the efficiency of Japan, the benefits derived by her from low ·wages, longer 
hours of work, double shifta, and the bounties and low freights and in the second 
instance to exchange which has from time to time decreased the margin between the 
Indian and the Japanese products created by 11 per cent. duty and freight and other 
oharges both ways (approximately Rs. 66 plu8 Rs. 30 at the rate of RII.153 to yen 100 
making a total of Re. 96). 

26. The competition from other oountries may increase if the exchange on that co~try 
decre&ses the margin that normally remains by the help of 11 per. ce.nt. duty and fre~ht 
both ways and other charges as st&tedin dl'tail in the case ofJa:pan ill answer to 'luestloll 
No. 52 above. . 
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27. The whole problem is fully discussed above in answer to question No. 25. The 
other countries have reaped the same advantage from the fluctuations in-the sterling 
ratio as Japan hlr-s from yen." .. 

The effects oJ 1/6 "atio 
If the rupee be stabilised at 1 /6, the exporting country will get the benefi~ of 121 per 

cent. so far as his cost of ma.nufacture is concerned, which will ena.ble her to decrease the 
present ma.rgin created by 11 per cent. import dutya.nd freight both wa.ys, with the 
ultima.te result tha.t her products will be pla.ced more fa.voura.bly on the India.n ma.rket 
tha.n when the ra.tio stood a.t 1/4. " 

From the consumer's view point, the ratio of 1/6 will ha.ve effects of some importa.nce 
which are sure to ultima.tely react on the industry. By this new ra.tio the exporters in 
India. will receive 121 less in rupees (a.lthough the sa.me sum in sterling which they used 
to reoeive before), which will ultima.tely be reflected in the restriction of their purcha.ses. 
This restriction in the purcha.ses of a. la.rge section (8&y a.bout 90 per cent. of the India.n 
popula.tion beca.use the prices in India. will be a.ffected by this new ra.tio) will ultimately 
tell upon the India.n textile industry in thc nea.r future. 

28. The difference in the conditions of la.bour in the exporting country is the prima.ry 
ca.use of her successful competition in the India.n ma.rkets. With reference to Ja.pa.n the 
AssQcia.tion ca.lcula.ted the efficiency to be 20 per cent. grea.ter tha.n tha.t -of the India.n 
la.bour. I think their effiQiency to be more tha.n 20 per cent. but 20 per cent. ma.y be ta.ken 
to be the lea.st representative figure in point of efficiency. _ 

The grea.test exporter to India. of ya.rn a.nd piece-goods is the United Kingdom. The 
conditions of la.bour a.re most beneficia.l to tha.t country except perha.ps Ja.pa.n, a.nd the 
efficiency of tha.t country may a.t least be considered to be 20 per cent. grea.ter tha.n tha.t 
of India. 

29. So fa.r as Ja.pa.n is concerned, the bounties given to shipping compa.nies, the 
facilities of freight space, allowa.nce by the state of longer hours, fema.le a.nd child la.bour 
at night, remova.I of import duty on cotton and export duty on cloth, etc., are some of 
the forms of State assistance to the industry. 

With reference to the United ~gdom, the exchange policy of the Government of 
India, the Cotton Excise duty of 31 per cent. till 1925, and the preference given "to 
English goods by the Government of India., etc., a.re some of the forms of state's indirect 
assistanoe to the industry. 

31. The foreigner ha.s taken oare to meet the requirements in rega.rd to quality, finish 
and packing of the India.n consumer, while the India.n mills have not, with the result that 
to-day when the prices of foreign cloth are equal or a little higher than the prices of 
India.nclt'th of the same qua.lity, the consumer willingly purchases the foreign product. 
The low business morality of the Indian mills and their neglect to attend to the 
consumers needs, have spoiled the reputation of the native goods, with the ultima.te a.nd 
eyentua.I result of being driven away from the market in such precarious times at the first 
moment, Had it not been for the Swadeshi movement that factor would have operated 
since. 

34. I don't believe this. The Bombay mills and some of the Ahmedabad mills with 
up-country mills such as Sholapur Mills, and some mills of Mams a.re producing 
goods whioh it can be said in fairness are able to meet the demands of the Indian con-
sum~ for the finer goods. ... • 

SECTION ill 

1 nteNlal Oompelition 

35, The extensions and esta~ishment of mills in up-country centres have not affected 
the prosperity and the future prospects of the industry either in Bomba.y or in Ahmedabad. 
The reason for this is that although mills are established in different centres, their output 
is not sufficient to meet local demands, and unless and until they produce cloth and yam 
sufficient to meet the local demands, or a very substantial quantity of the demand, there 
can be no interna.I oompetition and the future prospects of the mills in the moffusil cannot 
be affected. 

36. I do not believe that Bombay mills have any advantage over mills in Ahmedabad 
and up-country mills. 

37. I do not believe that Ahmedabad mills have any advantage over Bombay mills 
owing to proximity of lip-country markets, coa:l fie!ds, or sources of raw materials. T~e 
Ahmedabad mills purchase cotton all over India Wlth the result that 011 all avera/le thell' 
prices of cotton would equal the prices paid by the ~()IIlbay mills. 
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38. During the recent years 'of non-eo-operation the hand:loom industry was a great 
actor in the supply of needs ofthe publio. With the down-fall of the movement; it is 
OIling ita ground rapidly. 

V ttws 1m Internal Oompetition 

During the war period by the (stoppage of foreign imports into India, an atmosphere 
of protection was created. The prices rose in those days, for the reason of shortage of 
supply. Hence the necessary conclusion is that unless and until the products of the Indian 
mills are suffioiently large to meet the demands of India or a very substantial portion 
thereof, no internal competition can ever exist. 

SBOTION IV 

Mill Management 

40. I do not oonsider that the criterion laid down by the British Safeguarding of 
Industries Act that the industry manufacturing similar goods which are imported into 
the oountry is being carried on " with reasonable efficiency and eoonomy .. is satisfied 
by the textile industry of India, either in Bombay, or Ahmedabad or in India generally. 
On the oontrary it is being carried on expensively and inefficiently. The chief and glaring 
defects of the industry are as under, which I propose to discuss at some length below. 

1. Commission on production or sale' of goods. 
2. Misuse of the reserve fund of the mills. 
3. Misuse of the borrowing powers. 
4. Misuse of the lending powers of the mill. 
Ii. Hereditary agency system. 
7. Relatives engaged on high salaries without reference to their efficiency. 
8. A buses in the purchases of stores, machinery, coal, etc. 
9. Abuses in the purchase of cotton. 

10. Abuses in the sale of finished products, cloth and yam, and the waste. 

Items Nos. 1, Ii, 8, 9, and 10 are discussed below in answers to questions Nos. 41 to 44. 

Items NOB. 2, 3, ~, and 7 

During the war time many concerns had built up large reserves which were ultimately 
used for increasing the existing productive capacity of the concern or were lent to other 
oonoems newly started by the agents themselves; thus in any case to serve the interests 
of the agenta in the form of more inoomes and greater benefits. The failure of such 
ooncems has destroyed the reserves of many concerns and where production has increased 
beyond the sales the management has become difficult (as in the case of Bombay 
mills). ' 

Reserves were built up to meet exigencies, but their misuse demands strict legislation. 
The best solution is to employ the reserve as working capital for the concern, and 
to that extent borrow less from. . outside. , ' 

Many concerns borrow in th~ open market to an unlimited extent on the strength of 
their credit and misuse the money thus borrowe\f. At times concerns cost double their 
issued capital and this remaining sum is borrowed which means an additional charge 
upon the concern in the form of 'interest, less dividends to share-holders, and less income 
tax to Government. Concerns borrow on the one hand and lend On the other. This power 
to borrow and to lend unlimitedly hilS been the stumbling block of a number of mills. A 
simple rumour in the bazaar is sufficient to ruin any'concem. The creditors demand 
payment all at once. Even the Central Bank of India with the support of the Bankers' 
Bank (The Imperial Bank of India) has found it very difficult, though not impossible to 
stand the shocks of rnmour. What of all these mills absolutely without any support. 

The directors generally being relatives of the agents themselves, the agents 
find it easy to mismanage the funds, utilise them for their own purposes, and thus 
render the concern hazardous against any attack from creditors. In the interests of the 
industry it is ver,y necessary to limit the powers of borrowing and lending by legislation, 
and the directors should be appointed by vote by ballot system, each share· holder having 
only one vote irrespective of the number of shares held by him. The goal of each conoem 
should be the reduction'of the borrowed capital and to be self-sufficing. As ita ,reserve 
increases i~ must be \l.~ilised by the oonoern itself Il,nd, th\l.s reduce,tbe,comllany's debt, 
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Many agents employ their relatives on large salaries in the mills irI:espective 
of their efficiency and capacity. This reduces the productive capacity of the 
mills. The proper man does not get the chance that he ought to, and has to be engaged 
on inforior posts as his services cannot be dispensed with. In the interests of t.he mill 
industry this system should be at once put an end to, and qualified persons must be 
engaged on responsible postll. I think the University should hold departmental exami
nations and grant a certificate of fitness, and all posts above Re. 100 per mensem should 
be open only for those who bold such ct'rtificates. The efficiency of the mills could only 
be increased by smart and intelligent hands placed in responsible posts, and if this takes 
place, _ the mills will be able to compete successfully with the foreign products in the 
markets. 

42. In Ahmedabad the commission of the agents on production is more common. 
The commission on profits is preferable for the following reasons :-_ 

Under the present system the agents in most cases get as much as all the shareholders 
combined. But this system becomes the more unbearable when the concern is working 
at a loss and the agents get a large commission. Unacrupulous agenta follow this 
system to thE! uttEtr ruin of the company. . 

Agents have no doubt to work very hard, and their interests can normally be assnmed 
to be at one with those of the concern. They ought to be remunerated in BJ.,ite of the 
fact that the conoern may have worked at a loss, but the remuneration in this case should 
be limited to a fixed annual sum of Re. 2,000 to 3,000 to suit each particular case. The 
case is different when the concern is working at a profit. Under the present arrangement 
the effect of an agent deriving a sum e:juivalent to the sum distributed as dividend is hor· 
riblp, the bulk of the shareholders remain dissatisfied, not only are capital and organisation 
placed on an equal footing, but organisation is given preference over capital in so far 
as its remuneration is fixed, while that of capital is hazardous and ·speculative. The 
only satisfactory solution of this is a fair partition of profits to which both ultimately 
owe their roots. The agents should get a fair percentage (say 10) of profits calculated 
after deducting cost, interest, insurance, depreciation and income-tax. Labour too must 
have some right to the profits in the form of bonus. . 

When the commission is pn prciduction, the agents are enticed to value the stack on 
hand at the date of the balance sheet at a lower rate than the existing rates. This means . 
a lower income-tax to Government and keeping the company's real affairs secret from 
the shareholders. 

The managing agents should not be hereditary. A son may not turn out to be as 
expert as his father and the oonoern may work at a 1088 and may be ruined. 

44. If the agents do any other business than the mill management it is not beneficial 
to the "interests of ~he mill. 

SXCTIt)l!IV· 

Mill Fi1llJ1ICIl 

47. There was an unduly liberal distribution of profits by mills between 1917-1923. 
The abnormal prices of shares were dne to large dividends distributed by the mills, and the 
general impression in the bazaar was that the mills were producing gold yarn instead of 
ootton yarn. . 

A splendid opportunity in the shape of the boom-period of 1917-22 was afforded to 
the mills by nature to improve their efficienoy, and make their position stable. No mill 
has utilised it to ensure itself against bad times, and spent all her energies in distributing 
large dividends. 

The mills ought to bave nstrioted their liberal distribution of dividends and commissions 
nnd utilised the surplus in making the concern self-sufficing by paying off all the debts of 
the oompany, in replacing old machinery by new, in training the labour, in providing for 
schools and sanitary chawls for labo~ and in building up their business credit, thus 
improving tbe economic ocndition and efficiency of t.he mi&. With the down-fall of t.he 
non.co-operative movement. the low business credit of the Indian products hurried 
the fall of the Indian mills and there isnothin g to be surprised at. 

Had the miI\s been self.sufficing in the point of capital; the present interest chargeR 
would have disappeared from the production cost of the mills. Theilroviding of schools. 
and SAnitary chawls at low rents with Bome sort of old age insurance and accident insurance 
for the labour would certainly have kept the remuneration of, labour somewhat below 
its present leveL Strange.st of all no provision has been made by .uy mill for the training 
(If th~ labour. No .mill has sent anybody to England or to Japan to study the mill 
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industry theM. No schools are started to train the labOur which would inorease their 
efficiency. Had a small sum bel'n SIlent on these heads, had the dividends been restricted, 
and had the mills been made sI'H",!ufficing, the agents would not have been forced ·to say 
that Indian labour is 20 per cent. inefficient in compa.rison with Japanese labour, tbat 
they are meeting with an unfair competition in Indian markets, and that a protective 
duty of 13 per cent. or more is nece<>sary. For these faults of the agents and those 
responsible for the mill-management for not utilising an opportunity, the consumer in. 
India 8hould not be made to pay in the form of additional protective duties. 

One 11 ould naturally question at this stagE1 that in spite of mismanagement, and 
depression, more than haH the mills of Ahmedabad are working at a profit. There is 
nothiug to be wondered at in this. It is an economic sequence. 

In spite of the ever-increasing quantities of the Japanese products being imported into 
this country and large quantities that are imported from other countries like the United 
Kingdom the Indian demand is greater than the supply from without_ Again there is 
to-day a large section of the population who would hesitat., to purchase foreign goods in 
preference to Indian mill ,products. The shortage of foreign supply has therefore to be 
replaced by the supply from the Indian mills, and the consumer has to pay for thllm. 
The Ahmedabad mills though expensively managed and in most cases mismanaged., are 
able to produce cloth cheaper than the Bombay mills, and hence are able to effect la. 
sales to supply the demand. But if the J II-panese imports were to increase, the Ahmedabad 
mills will have to disappear from the Indian market as the next marginal producer. 
In view of the ever-increasing imports from .Tapan, tbe present profits of the Ahmedabad 
mille should not misguide anybody as to their position and stability. It is only a question 
of time for the Ahmedabad mills to be driven out of the Indian markets. 

48. As far lIS possible the capital should be obtained by ordinary shares. Depreciation 
and other funds like the reserve fund should be utilised by the mill itseH. 

49. The mills ought to be &eH-sufficing. 
60. The practice of investing in allied concerns should be put an end to. When 

a mill company has no debts, when working capital is of the company itself, and the 
position of the accounts teaves a surplus, the same must be distributed to the share· 
holders. The investments in allied concerns has contributed in no small degree to the 
ruin of sound eoncernS. 

.SEOTTON VI 

Ooet9 oj Productitmr-.A.. General 

65. The machinery of the spinning department should be replaced every twenty 
years. _ The machinery in the wl'aving department may be rllplaced after a longer term, 
say about 35 years. 

U we assume the capacity of the new machiuery to be 100 per cent. then the normal 
capacity of the machiuery in working order should be 80 to 85 per cl'nt. But in most 
of the Ahmedabad mills this working capa.city would not be more than 60 to 65 per cent. 
in the spinning department because of old machinery. To this extent the efficienoy 
of the mills .is hampered by old machinery. 

For weaving machinery I have no figures to criticise the present condition. 

B. Raw Material 

60. Cotton is purchased in cotton districts through (1) commission agents and 
(2) brokl'rs when the mill directly acts with the commission agent of the seller. In the 
first case the samples are submitted to the mill, and on approval of the sample, an order 
is given to purchase that quality at a pa.rticular jlrice. At times, pre.'lScd b~les ar.e pur
chased, at times loose cotton or kappas is purchased and ginned and pressed. lUto bales by 
the commission agents on lJehalf of the milIs_ A particular commission is allowed to 
commission agents and all other charges have to be borne by the mill. 

In the second case the cotton merchants through their commission agents act directly 
with the mill with the aid of the mill-brokers. In this case the cotton is in full-pressed 
bales, and the place of delivery is always settled_ All expenses till the bringing of cot~n 
j;o place of delivery are borne by sellers, and those incurre4 after delivery are borne by mills. 

In any case after the cotton is purchased a mill-olerk is sent to ex~ne the ~ales 
If the bales are approved and found up to the quality of the sample sub1ll1tted, ~elivery 
is taken, if found of a lower quality, at times the transaction is cancell~, but lU most 
cases ail allowance is granted by the seller in favour of the mill, and the deh very taken, . 

MOl' .22-32 
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In Bombay the offices act as commission agents in the purchase of cotton on behalf 
of the mills. 

It should be remembered in this case that the brokers and the commission agents 
working in cott?n diAtricts are mostly eit,her the relatives of the agents whose efficiency 
and capacity is questionable. Stores are purchased from the shops of the agent's relatives 
and thus there are inherent abuses in the purchase of cotton and stores. 

61. Many agents deal in cotton futures, and purchase forward cotton. H a 1088 
results, the transaction is carried to the mill account, and if profit results, there is no· 
question asked. 

O. Labour 

75 Mills in Bombay and Ahmedabad have done little to house their labour. Sanitary 
hOWling conditions are sure to improve the efficiency of 1abour. The examples of other 
oountries in such respects sh0111d serve as a guiding lesson to our mill agents. 

So far as Ahmedabad is concerned there are ample facilities for the mills if they desire 
to solve this problem. If a real effort is made in this direction much can be done; a room 
Ilf 15 X 15 feet would cost Re. 5-8-0 as rent to a labourer inclusive of municipal and 
~her charges while capital spent on building such a. room would bring about 5 per 

cent. interest. 

D. Ouer head Oharge8 

86. In order 1;0 be able to renew the whole machinery every twenty years 5 per cent. 
of the existing cost of machinery must be set apart as depreciation charges. At present 
most of the Ahmedabad mills charge depreciation on profits, but in all fairness it should 
be a charge on the cost of production. The depreciation fund sho'ud be utilised for the 
renewing of the machinery ouly. The repairs effected: to the existing macbinery should 
be considered as a separate charge to be met by the mill from the cost of production and 
not from the depreciation fund. -

87. For the purposes of the balanoe sheets stocks are valued at a lower rate than that 
prevalent in the market. In rare cases there hav.e been independent valuations. 

I 
SRCTION vn 

8ugge81iona as 10 remedial measure8.-A. 8ugge8tiona put forward by 
the Bombay Millowner8' A8sociation 

96. The duty on machinery and mill-stores should not be abolished, since it may 
affect other industries adversely. But a rebate equivalent to the difference in pies per 
pound in the cost of manufacture should be allowed by Government on cloth and yarn 
exported.to foreign countries. By this system the export trade of India would get the 
benefit equal to the abolition of the duty. Care should be taken that no undue ad
vantage is takcn for goods shipped to various parts of India. 

97. The company super-tax is a tax on profits and is therefore not an hindrance to 
the mill indust,ry. 

98. Since Government have failed to keep their word of providing 50,000 rooms at 
Rs. 5-8-0 to Bombay mill1!.ands from the income of the town duty, the duty must go. 

Since the Government of India are launohed on a policy of protection, and since the 
steamship companies are allowed to freely oompete with Indian lines, it is very necessary 
that the Government should not only negotiate, but compel the foreign steamship comp
anies to oharge lower rates and to make great.er faeili~ie.~ for freight space for the carria,,<>'8 
of Indian cargo to foreign export market~. When protective duties are imposed on foreign 
steamship oompanies, the Indian lines may be compelled to do this. But till then, the 
foreign companies must be compelled to reduce rates. 

104. At present for the revenue purposes of the Government of India a duty of II 
per oent. is imposed on all cotton yarn and piecegoods .imported into the country. I 
have shown above that the exchan§e alone has m'ver been able to offset the effects of 
the 11 per cent. duty plus charges and freight both ways. With the sterling exchange at 
] /6 some benefit acorues to tho produoer in the United Kingdom. But it is the higher 
effioiency of the foreign producer that helps him to suocessfully oompete with the 
produots of the Indian m.iIls. It must here be noted that the mill management is 
responsible for this inefficiency, al'1d it is not just if the oonsumer is made to pay fOT 
tbem by BD acditional 13 per pent. duty on imported ~ood~ , 
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But the question has another aide. The fostering of an indigenous industry like the 
textile industry in the country ie of immence value to India, and therefore if the 
industry ie attacked from without by unfair competition, it ie but just, that it should be 
protected by tariff legislation. But if such an effort has to be made. not the consumer, 
but the mill agents, and the mill management must be called upon to make the greatest 
sscrifioe by improving the IIl&Il&gement to the utmost, and restricting their large colilmis

, &ions either directly or indirectly to a minimum. If all the unfair customs are put an 
end to. and if a real effort is made by the millowners themselves. it is certain that the 
industry will be able to stand on its own feet. 

As shown above at the present yen-rupee exohange of 100 yen to 130 rupees, the 11 
per cent. import dut;y and freight both ways leave a margin of Ra. 48 in favour of India 
per candy of cloth. 1.11 •• 8 per cent. (since a candy oI cloth is worth Ra. 603) irrespective 
of the difference of efficiency. Our mills will work profitably if the reform of the manage
ment was readily undertaken, and whole-heartedly applied in the interesb! of the irdustry. 

But if it be found necesSary to make provision for any depreciation that may yet take 
pIaoe in yen-rupee exchange or for the undue advantages derived by Japan from not 
fully adhering to the Washington Conference. a slight incrJment of the present duty 
will serve to offset its effects. But in no cast' should the consumer be made to pay for 
the mismanagement of the mills. 

105. If the duty ie at all imposed, it must be for a temporary period, and the profits 
received by the mills must be spent exclusively for increasing the efficiency of the mills 
only. So that after the expiry of that transitional period the mills may emcrge purified 
and able to withstand any competition. 

106. If the duty be imposed, either on certain qualities or on all goods. it is sure to 
result in the increase of prices. The additional duty of 13 per cent. would be a curse to 
the middle and the lower olasses whose incomes are sure to ~ affected by the exchange 
ratio of 1/6. 

107. So long as the economio conditions of the community are not stabilized, the result 
of the imposition of the duty would merely be suoh increase. as might result from the 
displacement of imported goods. 

108. This factor would not operate for the reason that the total output, of the Indian 
mills is not enfficiently large to supply the whole demand of India, or even a substantial 
part thereof. The prioes, then. will be fixed on the standard of the prices of imported 
goods. 

109. Not under the present' circumstances. 
110. During the non-oo-operation movement many traders passed off J~anese goods 

as KhJ¥ldsr and Indian mill produot whioh accounts for its large consumption in 1920. 
and years following. The prices paid were generally higher than the quality would 
have brought. I ' 

'Ill. So far as the statement in paragraph 121 of the Mill Owners' Representation is 
concerned, it is necessary to remember that there is even to-day a large section who 
depend on hand-spun and band-woven Khaddar. . Of course their number is fast 
deereasing. but their number is still considerable. Before the movement. mill-made cloth 
was generally used for all purposes. but at present Khaddar is used instead, and ouly for 
wearing purposes mill-products are utilised. 

B. Othe, IfUggeatiOfUl 

116. No export duty on cotton is necessary. The inoome of the ootton groweJ,'S is 
already aft'ected by the exchange ratio of 1/6 to the extent of 121 per-cent. If any expor~ 
duty were to be imposed, Amerioa with her large ootton orop would practically drive out 
India from all the overseas markets. America has a usual balanoe of about 5 million 
bales at the end of the year. which is the normal Indian product. The .annual produot 
of America is about 15 million bales which with her balance of the preVIOUS year would 
be able to supply the whole world. Under suoh circumstances the Indian exporter would 
be forced to sell at a priee at which the same quality is sold by America. and an eXJl?rt 
duty would mean a burden on the exporter of India and not the foreign importer of In~an 
cotton. It will thus adversely affect the inoomes of. the cotton-growers. - Th~ pr~oes 
in India will decrease with the ultimate effect of a smaller area under cotton oultivatIOn. 
The prices will normally be below Amerioan prioes. And the Indian cotton will disappear 
from the overseas markets. 

125. In order to purify the mills, a sound publio opinion is necessary. This can be 
done by the establishment of '" Shareholders' AssociatioDt 

fIJI) ¥ *22-32/1 
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The Government should appoint an c.fficer expert in mill work to look after th manage
ment of the mills Bnd to inquire into the affairs of Bny mill company at the request of 
shareholders. His salary and the charges of his establishment should be met from the 
mills. . 

There should be no hereditary agents. Directors and auditors should be appointed 
by vote by the ballot system, each shareholder having only one vote irrespective of the 
number of shares hl"ld by him. 

Abuses in the purchases of cotton Bnd stores should be stopped; In this case the interest 
of the agents is mostly against the interests of the mills. Schemes should be evolved 
for making their interests coincide. . 

The borrowing and lending powers of the mills must be absolutely restricted. No mill 
should be allowed to lend a pie to any allied ooncern, or any shroff, merchant, company, or 
the agents and' Directors themselves. Every mill should have an account with. a 
recognised bank in the name of the mill itself and all surpluses resulting from the 
accounts of the mill from time to time must be deposited in that account only. 
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Witness No. 94 

Mr • .JIVANLAL C. SHAH. AHMEDABAD' 

Written Statement dated the. 26th Octob~ 1926 

OBGAlIISATl6N AMONG THill MILLOWl!l'EBB 

Though the depression may not be directly attributable to any lack of organisation 
among the millowners, it may be said that depression in any trade would certainly be less 
felt if steps were taken to mitigate the evil effects of such depression, by concerted 
action and on better organisation of that trade. The Millowners' Association could 
attend to the following with great advantage to the industry:-

. I. Purchase of raw cotton and disseminatinl of intelligence regarditig it. 
2. Purchase of stores and coal. 
3. Insurance and banking. 
-'. Trade Bureau. . 
6. 8ales propaganda and investigation of markets. 
6. Training of labour

(a) Technical. 
(b) Primary and literary. 

7. Rendering technicaland expert advice to the mills in different branches of 
trade by engaging the services of required experts. 

8. By devising improved methods of)ncreasing efficiency of labour. 

INVESTMENT IN ALLIED CONCERNS 

There is no' practice of investing funds in other mills but there is a system of pJacing 
fixed deposits in allied concerns and this has been found advantlligeous to all concerns. 

PUlWlIASES OF RAW COTTON 

Japan due to her better organised system of buying raw cotton affor4s to maintain an 
efficient and wellequippedintelligenceservice. As a result the buyersare better prepared 
to cover their requirements at the proper time. 

I do not agree with the opinion sometimes held that Japan or any other country buys 
simultaneously with Indian purchasers, at any advantageous price. But because of the 
organised system of buying they are better informed as to when to come into the 
market. As suggested hy me in my reply to Question 2 any organised efforts on the 
part of the Millowners' Association in matter of purchase of cotton and disseminating of 
intelligence regarding same will be found considerably helpful and beneficial. . 

TUDB COMMISSIONERS 

The appointment of Trade Commissioners will be found advantageous to sales. They 
may be appointed to plac~s in countries like the Far East and the Near East. 

I would also lay stress on the appointment of " lIiIand Trade Investigators" who may 
~ravelfrom place to place, and in the territory in which they are appointed and investi. 
gate into the markets and report on the trade possibilities and render personal help 
when required. These persons should possess sufficient knowledge of the trade and be 
IoCceptable to the Millowners' Associations. 

EXPORT DUTIES ON COTTON 

I am of opinion that export duties on raw cotton will in no way help the industry but 
)U the contrary will prove harmful to the cultivators and may result in cotton cultivation 
Deing retarl'ed. In this connection I may quote l!aragraph 186 of the Fiscal Commission 
[eport (1921-22) with which I fully agree:- -.. 

.. Some witnesses have suggested that"; export duty should be placed on raw cotton, 
of which very large quantities, amounting to something like half the total Indian 
production, are exported. The proposal has been advanced mainly on the ground 
that such a duty would yield an appreciable and much needed revenue. But 
we consider that on the principles we have laid down the imposition of such a' 
dutyis not admissible. Indian cotton is n~ither a monopoly nor semi-monopoly. 
Japan at the present moment buys an enormous quantity of Indian short staple 
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ooiton, but she also uses a large amount of American cotton, which is iong 
staple. The proportion of the Indian to American cotton consumed in Japan 
depends to some extent on the comparative cost. A rise in the price of the 
Indian cotton would therefore tend to decrease the Japanese demand. It 
must also be r~~embered that t?e growth of short staple cotton is being 
developed both lD Korea and China. Apart therefore from the question of 
proportion of short staple to long staple cotton consumed in Japan, it would ie 

. most dangerous to assume that India has a semi·monopoly in the supply of 
even the short staple cotton. We consider that an export duty on cotton 
would. fall on the cotton producer in India and would have the effects of 
discouraging the production of cotton." 

" MILL lIIANAGEMENT 

T~Agenc1/ 81/8tem 

The cotton industry in India owes its inception and growth to the Agency system of 
management .. The Agency' system of management and the Agents have- been subject 
to attacks from outsiders having little knowledge of its origin and working. 

India has been described as a country of " Shy Capital" and hence during the early 
period ofindustrialdevelopmentsin India the entrepreneur had much difficulty in getting 
the required capital to start an industry. He was also not prepared to risk all his own 
capital on the outlay nor could he find a population sufficiently intelligent to respond to 
his callforsubscribingshare capital. It was therefore the essentialfeatures of the Agency 
system that came to bis help. He got round him a circle of friends and relatives 88 
promotors and financiers who undertook to subscribe the required capital. The priginal 
promoters did not come forward to invest a large amount of their money for the sake <'f 
far away and uncertain dividends. It therefore became necessary to offer them special 
inducement by way of a "share in the renumeration of the Agents' firm. They therefore 
became in effect partnlll's in the firm of the Agents and held a substantial portion of the 
share capital. As such partners they in many cases gave deposits for long periods. 

It was thus that the entrepreneur was able to secure his financial requirements to 
start the mills, which he alOne could never have done.· 

H one were to imagine the difficulties that the original promoters had to face and the 
sacrifices, financial and otherwise that they were called upon to make from time to time, 
he would be convinced that unless there was a permanent stake in that concern, nobody 
oould have been expected to undertake the enterprise. ~ 

It may be that the fiduciary position that the Agents enjoy may have been abused 
in some quarters and in spite of the allegations made against the system regarding defects 
patent to it, in my opinion the system hits worked sufficiently satisfactorily to conduce 
to the interests of the textile trade. This system was best adapted to the conditions 
existing in India, and it is a question whether the industry could have been brought to 
its present footing under any other system. 

It is not out of place here to mention a few facts which are always neglected by critics 
who have no experience of the working of the system. 

The so·called fact commissions earned by the Managing Agents are in the majority 
of oases not unreasonable, when viewed from the facts stated herein. 

The Agents in many cases do not pooket the whole of the commission earned but have 
to share with other promoters a substantial portion of it which leaves to them' in many 
cases not more than four annas as working commission. 

The Agents have always guaranteed a certain percentage of dividend and to make up 
this they even forego their commission earned. Besides in many instances the 
Agents have foregone their entire commissions with a view to put the mills on a better 
footing, for a number of years. . 

It will be seen therefore that the Agency system has its own peculiarities and properly' 
understood it will appear to have proved a boom to the industrial development of India, 
rather than a target for attack and levelling all sorts of undeserved aspersions on the 
fair name of the people who have had no mean share in the industrial awakening of 
India. This system has been found admirably suited to the peculiaI' needs of India 
and it is for this reason that we find the sam~o highly successful in all branches of trade 
in India. 

OAUSES Olr THlil PRESENT DEPRESSION 

The present depression in the textile industry is not peculiar to India alone but is 
prevalent all over the world. Each oountry has its special causes which are accentuate.d 
by the general causes of depression all over the textile world to the extent a country IS 
do pendent over the other either for imports or exports. Adequately to understand 



ihe caUBe8 oithe depression ~ India it is necess&ry to c~nsider at some length ihe featutils 
of the world textile industry. 
~fore the war England due !'><> her highly: specialised skill and labour efficiency acquired 

during many years of prospenty had undisputed sway over the world.in textile trade. 
Other countries some of which had more natural facilities were developing the cotton 
industry though making very slow progress. 

During the war some of these got sufficient opportunity to extend the scope of their 
industry and also to make a fair increase on spindles and looms that were working. 

The United States of America, Japan, China and India had the best of it and were able 
to some extent to capture the market previously catered for by England or supply their 
own needs to an increasing extent. Impetus was also given by the immense increase 
in demand due to the war requirements of the allied countries, and the comparative 
difficulties in getting supplies during the war, as a result of which production increased. 
considerably. After the cessation of the war, expectations of demand from all belligerent 
oountries created great excitement in textile prices and manufacturing.' It was the 
high tide of speculation and prices reached their maximum between 1918-20, and.conse. 
quently mills made enormous profits for these years. Special war time regulations for 
incorporating joint stock companies or some such regulation restricting incorporation 
in all the oountries were also relaxed after 1919. As a result new 1l0atations cropped up, 
existing mills were reorganised on appreciated valuation of blocks, necessitating increased 
return to capital. The existing concerns also extended their mills at very high premiums 
on the prices of the machinery. This is not a singular feature of India alone, or anyone 
industry alone, but is widespread in all countries and all industries alike. 

In examining the causes of the situation, one must not neglect the obvious, and that is 
the general dislocation resulting from the war. Then there is the post armistice boom 
and its oollapse accentuated in the case of India by the fall in the rupee exchange, the 
inciden08 of an adverse balance of trade for two Y\lars in succession, a poor monsoon, 
the loss of Russia and Central Europe as a market for Indian goods and the decline of 
internal priCes in other important markets such as the United Kingdom, the United 
States and Japan. 

The productive capacity of the world has increased due to the development of the 
ootton industry during the war. The special war time demand of the world has been 
eliminated 'Since the armisti08. The aormal demand of the world could not be said to 
have inoreased in proportion to the increase in production. Besides, the prices have 
also kept up the premium over 1913. During the readjustment after the war the world 
economically is in no way a .better position. The income of the individual may seem to 
have been increased in rupees, annas and pies but the sum total of welfare does not 
seem to have improved. 

Allover the world due to the varions local and other causes, the demand in respect of 
clothing in all the important countries has not returned to its pre-war normal require
ments. To some extent these countries have added to their own capacity for providing for 
clothing and thus wanting a smaller amount of import. This phenomenon is remarkably 
visible in cases of countries like China, Japan, the United States of America and India. 
In many other countries including the above, SOCial, political and natural troubles have 
not allowed, on the othe::- hand, the pre-war demand to attain its normal level. 
Consequently the volume of demand is much below its pre-war extent, all over the world. 

During the war the Indian textile manufacturing industry received a great impetus 
and so the production increased as a result of addition in the number of looms and spindles 
working. During the war this was amply supported by the special increase in demand. 
On the other hand supplies declined due to reduction in imports, ascribable to difficulties 
of manufacturing in belligerent countries, increase in freights and prices in general. 
Compared t·o the conditions in the world Indian demand continued to support the industry 
due to the political movement of Swadesbism. This demand continued to feed the mills 
and the indigenous hand-loom production. The effects of the slump felt all over the 
world after the cessation of the war was felt in India about two years later. 

During favourable years of exchange for imports during 1920-21, Indian buyers made 
purchases on an QIlormous scale, but when the bills arrived to be presented the exchange 
was adverse and hence these goods found difficulties in moving into the markets. It was 
with the fall in the prices and slackening of boycott that this stuff began to find way and 
at lower rates tbus ousting the Ini:lian manufactures ~om t~e field. • 

It is only at this state after 1922.that the Indian mills began to feel effectIvely 
competition from the imports. Prices also began ·to fall and increa:sed efforts on the 
part of the exporting countries to market their produce accelerated tblS ph?nomenon. 

The systematic and continued fall in prices hit hard the traders .and ~ddleme~ who 
have incurred immense losses during the past four years of fa~g prICes. .This ~as 
resulted in killing enterprise in. trade and hence the mills have mcreased difficultIes 
by way of stocking and financing till demand comes from the cODJIumf\rs~ 
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The present consumption of piece-goods in India· is far below the pre-war COI;suinptioD_ 
The Indian mills have increased their production by nearly 50 per cent. but they are not 
able to supply aM the needs of clothing. The opinion held in some quarters that there 
is overproduction is far from tenable. 

But, whether India will soon demand its pre-war volume of textile requirements 
resulting in better-trade prospects for Indian mills lead me to consider a few important 
factors. 

The balance of trade is in India's favour which mean better condition for imports. 
The rate of exchange though stable is still at an advantageous point for imports. The 
legacy of the boom in excessive stocks has depressed the markets for the past so many 
years in reducing prices to below margin levels, thus limiting the scope of competition 
and resulting in disadvantage for Indian mills. 

Considering the deinand side it may be stated that for the past few years the monsoon 
in India has been favourable, but it is well known fact that even with good monsoons what 
the great mass of the Indian population can afford to spend on clothing is strictly limited. 
At present the consumption of cotton goods per head of the population is stated to be 
about thirteen yards as compared t~ oiixteen to eighteen yards in pre-war years. The vast 
population is engaged in agricultural pursuits and for his products it is estimated that the 
peasant is receiving only 63 per cent. more than in 1914. The index number for Bombay, 
November 1923. shows cereals at an average price only 25 per cent. higher than in July 
1914 while cotton manufactures are 135 per cent. higher. Since 1923 the prices have 
further fallen but until this premiunon pre-war cotton goods is brought nearer to the 
premium on the purchasing power of the. population of India it seems unlikely that a 
demand for the pre-war volume of piece-goods will be experienced by the Indian markets. 

Against this is the cut-throat competition in sales and reduction of prices has made the 
conditions for the Indian sellers highly uninviting. And because of the depression in all 
the markets of the world. the better situated the industry and better equipped and 
protected it be the more successfully will it emerge from the struggle. Imports into 
India have decreased since 1914 and to-day they have not reached their pre-war figure. 
This means that exports have fallen in supplying countries and they are trying their best 
to find markets for their wares in our country more zealously than they ever did. In 
these countries the industry is better equipped and organised with efficient labour and 
hence while competing with t~m India is at a disadvantage. The struggle will need 
able handling of trade by the industrialists and the State will have to act to protect the 
industry from annihilation from competition of more powerful rivals. 

Taking into account all the facts it would appear that apart from the possibilities of 
extraordinary changes, the prospects that the Indian industry will regain stability and an 
amount of volume of trade at profitable prices in the near future are not very bright. 
Taking a longer view there is no need for despondency. That the industry would be 
badly shaken in the world upheaval was inevitable; but as the settling down process 
proceeds and as normal economic relationship are· re-adjusted and re-established 
throughout the world, the Indian mills will have to face severe competition from more 
firmly. established, better organised and well protected rivals. From the state of 
conditions in the textile industry in India it is very unlikely that Indian mills will be 
able to cope with the difficulties without State aid.· Even the English cotton industry 
is well looked after, after years of stabilisation, by the Ministers of State. The Japanese 
Government has never been slack in helping the cotton industry in its onward progress. 
Even recently the " Japan Weekly Chroniole" has threatened India with retaliation in 
case any protection is awarded to the Indian textile industry and informs us that" The 
Government is ready to do its part." . 

The depression is certainly temporary till the time that economic forces regain regular 
channels. But unless the State adopts a policy of safeguarding the industry and the 
interests of Indian textile trade and gives up the policy of " Laissez faire .. by directly 
undertaking to help the trade firmly to take its root on sure lines ~f progress, the Indian 
textile industry is doomed to receive a hard shock from which it will never recover. 

IMPORT DUTIES 

I accept the principles laid down by the Fiscal Commission for the purposes of giving 
proteotion to a industry. India has immense possibilities of textile manufacture and 
therefore in my opinion all the imported piece-goods must be subject to heavy import 
duties. What should be the extent of this proteotion must be decided by experts, due 
consideration being given to the cost of production and selling price of imported goods. 
Taxing the imports of yarn will necessarily mean that the hand-loom weaver will be hard 
hit, but the evil effects of such a duty may be counterbalanced by the ultimate gain 
that the country at large will reap. I can quote with advantage one instance of what 
Japanese competition has done in connection with a certain count which was sold by the_ 
mills with which I am connected. No. 34's twist yn.rn was sold in the Fyzabad district 



a few years back in large quantities but tbia count h&8 been ousted from the market by 
32's Japanese and conseq ueutly not a single'-bale is sold at present in t4is district. 
Similar havoo has been wrought by the advent of cultured silk yarn--a very cheap stuff, 
in ousting another count in the same district. Where my mills could sell forty to fifty 
bales a month, there even thirty bales are not disposed off within a year now. Consider
ing a few solid facts I proceed to examine the question generally. 

Primarily it is necessary for fostering an industry to have effective measures of pro
tection, and to strangle so far as possible all the clements of competition till the industry 
attains a fair footing of existence. It is only on this system that the industries of all 
advanced nations are built up. Tho way in which England rose to such industrial 
eminence is sufficiently well known to all students of economic biatory. The highly 
protective and in effect prohibitive duties levied on silk, cotton and woollen piece-goods 
imported from India and other countries in the 18th century is sufficient to convince any
body of the impo~ance of effective protection. Mr. R. C. Dutt in his India under Early 
British Rule has given a graphic picture ofthe fall of the cetton industry in India and the 
corresponding rise of textile trade in England. It is a sorrowful tale for all Indians to 
read and I shall be content with quoting only one excerpt of H. H. Wilson, biatorian 
of India, quoted by the author in bia book and described by him as an impartial and 
emphatic verdict on the subject: 

.. It is alao a meIancholyinstance ofthe wrong done to India by the country on which 
she has become dependent. It was stated in evidence (in 1813) that the cotton 
andsUk goods of India up to the period could be sold for profit in British markets 
at a price from 50 to 60 per cent. lower 'than those fabricated in England. It 
consequently became necessary to protect the latter by duties of 70 and 80 per 
cent. on their value or by positive prohibition. Had this not been the case, had 
not such prohibitory duties and decrees ensted the mills of Paiselyand 
Manchester would have been stopped in theb; outset and could scarcely have 
been set in motion even by the power of steam. They were created by the, 
sacrifice of the Indian manufacture. Had India been independent, she would 
have retaliated, would have imposed prohibitive duties upon British goods, 
and would have thus preserved her own productive industry from annihila
tion. Tbia act of self defence was·not permitted her; she was at the mercy 
of the stranger: British goods were forced upon her without paying any 
duty and the foreign manufactures employed the arm of political injustice 
to keep down and ultimately strangle a competitor with whom he could not 
have contended on equal terms." 

Protection implies that the comsumption of the people is to be diverted into desired 
channels and though not a necessary result it may be anticipated that prices should 
go up or consumption be checked. But as has been found in all countries, this effect has 
proved to be short lived and the ultimate result of the same highly beneficial to the 
country at large. Another aid to tbia effect is to be found in the possibilities of internal 
competition which will not allow profiteering for all times. It is therefore natural that 
in view of the national developments by protection of industries the consumer may.ha ve 
to pay a higher price, but in the end the effects will redound in the country benefiting at 
large. . 

India has been the home of the textile industry for ages. It is only during th'e tran
sition from artisan production to mass production and that due to political inability that 
she was left behind the other countries in the race. She has ample raw· materials, cheap 
labour, capital and enterprise to develop any industry if favourable conditions are 
afforded. . 

It was due to the enterprise of the native capital that .the industry could develop 
to its present position and in spite of vicissitudes of political adversities and financial 
troubles the industry has been able to face all attacks of pernicious competition •.. Had 
the State stood by the side of the cotton industry, India would have been able, today, 
to supply her own needs and withstand any amount of foreign dumping. 

In my opinion, therefore, State protection is always_ necessary to ward off sny compe
tition that may have adverse effects on any industry of a country. The circumstances 
of each case may decide as to what sort of protection and for what period. it should be 
extended. The theory of.Free Trade is a myth as is evidenced from the hIstory of the 
commerical de.velopments in all advanced nations. 



Witness No. 95 . . 
~IlEHlU.CK.iNGHAM AND CARNATIC MILL Co., Ltd., MADRAS 

Oral, Evidence 01 Mr. G. W. Ohambers, Director. and Mr. Hargr aves,' Manager 
of 1M Oarnatic Mill rooorded at Madras on 1M 24th September 1926: 

Q~ Presidenl.-I think the best plan would be, since you have no written statement 
• to give us, to follow the order of tl1e questions in our questionnaire as far as possible, 

so as ,to .keep the di,scussion more or less on definite lines. There is one point 
about which I would like to ask you at the outset. We have been told, as you' will 
-see in ~ue c.ourse i~ the, reportoftheevidence,~ven before us, that the Buckingham and 
Carnatlc Mills are In a more comfortable posItIOn than most mills to.day owing to the 
fact that they are engaged almost entirely on army contracts and therefore have only a 

. comparatively small surplus to dispose of. We shall be glad to know if that is actually 
the case. . 

A. Mr. Ohambers.-That is by no means the case at present. The Buckingham Mill 
has at present the bulk of such army contracts-when I say army contracts I mean 
Government contracts-and has about 200 looms on Government work out of a total 
of about 1,300 looms in the mill. I have not got the exact figures. The Carnatic Mill 
has got about 100 looms on army contracts. Those figures are's high as they have 
been for some years. . 

Q. The general imp~ssion is evidently a mistaken one. Our first question refers 
to the extent of the present depression owing to various general causes. What are your 
views! . 

A. My information is that the depression is general in Bombay and I believe in 
Ahmedabad also, but I do not think that the mills anywhere else in India including the 
ones with which I am specially connected can be correctly described as in a depressed 
condition at present. We certainly are not. 

Q. It would be extremely helpful to us if you could give us the reason why mills in 
this part of India should be in a better position than those in Bombay or Ahmedabad! 

A. The difficulty is that I know something about our mills, but not so much about 
other ones. I . 

Q. But your general impression on the point would certainly be useful. Do you 
consider that it is because there are any specially favourable circumstances here in 
regard to such factors, as the supply and prices of cotton! _ 

A. No. I should say that the Bombay and Ahmedabad mills are as well placed as 
ourselves in regard to the obtaining of cotton. They are no worse and "no better. I 
cannot think of any facilities in which they are worse oft than ourselves. 

Q. What about labour! . 
A. I think in some respects labour is better in Bombay than here, and I can give you 

an instance which I have no doubt you are familiar with. In Bombay as a general rule 
a weaver can work two ordinary looms. In Madras we have made serious attempts to 
induce our weavers to work on two looms. Aftertrial, they were unable to do so properly. 
The best of them could only get 80 per cent. of what they should have got in the way of 
production, and the average was considerably below that." It was a failure. They are 
unwilling to do it. .' ',' . 

Q. Are the wages here distinctly lower than they are in Bombay r 
A. If we take the automatic loom, I can give you the Madras figure carefully checked. 
Q. Would it not be better for «?ur immediate purpose.to t~e the ordinary.looms Y. 
A. Very well. I see in Appendix III to the .. Questionn&lre of the Indian Tariff 

Board and answers of the Bombar, Millowners:Association" in the last column hea~ed 
c' standard muster 1st April 1923, ' Rs. 47·12·0 against weavers. We were then workmg 
two looms for Rs. 47·12·0. Our figure for August lQ26 for an ordinary weaver on 
one loom is Rs. 35-6-0. 

Q. Can you give us the figures for spinners for August 1926 J 
A. Mr. Hargreaves--

For mixing and blow room tenters it is 

Cardroom 

Speed frame: piece·work rates drawing •• 

Average wages forslubbing 
Intermediate 
Roving 

Rs, a. p. 
012 !l 

to 0 15 ,0 reJ' day. 
012 6 

to 1 2 9 
013 9 

to 1 1 0 
32 0 0 
30 1 0 
20 ij 0 

t. 



These are average wages. I might explain that we have quite a different system trolll 
that which is usllal. I think, in the case o~ most Indian mills. We make carding and 
spinning a sort of nursery,for the rest of the mills. We do not take outside labour except 
in extreme cases. The bulk of our labonr is trained in the schools. As you know, we 
have got mill schools here and our practice has been for some years past to take our 
labour from these schools. For in only two departments have we got part time workers, 
i.e., carding and spinning. We bring these boys from the schools mostly when they are 
12 years of age into the carding and spinning departments as vacancies arise and w. 
promote boys from those two departments to the weaving, reeling, dyeing and other 
departments of the mill. The wage is annas 3·9 to, annas 4-9 a day for a half time 
boy and annas 7-6 to annas 9·6 for a full time boy which comes to not more than Rs. 15 
a month for a full time boy. 

Q. Do I understand that all your spinning is done by half time workers 1 
A. The half time workers will be either in spinning or in carding as the case may be. 

The boys will be satisfied with Rs. 15 per month and if we want men on a starting rate 
of annas 12-6 a day in the warehouse, weaving or any department, we transfer the boys 
from these two departlllents. So this keeps them perfectly satisfied and they 1!ave every 
chance of prolllotion frolll one department to another. 

Q. Can yon keep np a steady flow 1 It seems an extraordinarily good system, but 
there is a possibility of the flow being confined to the spinning department and it may 
be difficult to find employmentfor them later. '

A. We do not find it so; We find that the steady flow of labour keeps the mills going 
and, except in very extreme cases, we do not Clall in outside labour. 

Q. How many vacancies do you get f 
A. Our estimate is roughly one per cent. per mensell\. 
Q. You have a strength of 4,885 1 
A. Yes. 
A. Mr: Chamber8.-As a matter of fact it has now sunk lower than one percen!., 

Q. Is it not rather difficult therefore to provide for those boys afterwards f 
A. Probably about 90 or 100 boys will be waiting for jobs in the mills. If there is 

no vacancy in one mill we send them on to the other mill, as there are two mills. That 
is the s ystelll adopted. 

Q. But what happens if there are a few jobs only in the other departlllents to which 
these boys can be prolllOted f Would they not be confined to the spinning department 
for a fairly long time Y , 

A. Mr. HargreaIJes.-Up to the present there has been no dissatisfaction. 
A. Mr. Chambers.-Yes, a man lIlay have to wlloit for two or three years. 

Q. But it is a great thing if he knows thst he will get a chance sooner or later Y 
A. Mr. Chamber8.-Yes, we can say we will arrange for him when there is a vacancy. 

That is the best we can do for him. 
Q. What al'tl the wages of winders Y 
A, Mr. Hargreatles.-The average wage of-

Winders 
Beamers 
Sizers get annas 15 to Re. 1-3-0 second class per day. 
, Re. 1-5-3 to Rs. 1·10,0 first class per day. 
Drawers ' 
Reachers 

Warehouse men from annas 14·3 to Re. 1·3-0 per day. 

Rs. 'a.p. 

25 0 0 per mensem. 
450IJ .. 

35 0 0 .. 
25 0 0 OJ' .. 

Q. SO it is quite,obvious that the secret of your success is not to be found in wages t 
A. Mr. Chamber8.-No. The above wages are exclusive of a 10 per cent. bonus 

and 10 per cent. should therefore be added to every one of these figures. The bonus is 
10 per cent. per annum on one year's pay, which is more than a month's pay. 

Q. Then, where are we to find the reason why, compared with the mills ~Isewhere. 
the Madras mills are not in a depres,ed condition 1 , 

A. Mr. Hargreaves.-I am only \ speaking for our own particular mill. I am not 
concerned with any other mill in India. In the two mills we have for the past many years 
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been doing our best to improve the quality of our goods and I think therein lies the reason 
for our present prosperity. By constant attention to detail and always putting the same 
quality of materiaJ. on the market we have been able to create some confidence in the 
people; in fact the pick and reed of our standard cloth are exactly the same as they were 
15 years ago and people have got to know that, and if they buy cloth from our mills they 
will get value for money. An average Indian mill may make cheap saris and other 
cloths but we do not make them simply because there is too much competition. We try 
to produce better qualities which means less comp3tition so far as the Indian mills are 
concerned. We are more in competition with Lancashire goods. Drills, tussores, 
coatings and other cloths such as we make here require good warp and weft which is 
not usually made by the average Indian mill. I think therein also lies a reason for our 
better condition. At the same time I am not saying that other mills are not making the 
same class of goods. " 

A. Mr. Chamber8.-I can supplement that by saying that we can sell also in Bombay 
and" Ahmedabad. We have a big trade in Northern India. In any big bazaar in Northern 
India, west of Cawnpore at any rate, you will see any amount of our goods at any time 
and they go to all those places year after year. I do not think our complaints regarding 
quality amount to more than three or four in a year due to our mistakes and I have 
seen only one or two substantiated, at any rate recently. 

A. Mr. Hargreave8.-1 have a friend in Bombay and a few months ago he wrote to 
me and said that the Bombay police had taken to a nice blue drill uniform. On 
jnvestigation it was found that the drill was made by the Carnatic Mill. There was not a 
mill in Bombay who were making it and the Bombay police had to come all the way to 
Madras for the drill. It looks rather strange on the face of it, but there is the fact that 
few of the Indian mills go in for this class of trade. We specialise in these qualities and. 
they compare favourably with the same quality made in Lancashire or elsewhere. 

Q. What is the count? We are anxious to find out the exact range of counts in which 
the Jall..anese goods are competing with Lancashire. I was under the impression that 
Lancasliire sends very little below 40s and nothing below 30s and I was rather surprised 
to hear you say that your mill was competing with Lancashire .. 

A. Mr. Chambers.-There is a considerable amount coming from Lancashire of goods 
lower than 16s counts. I 

Q. Statements have been made that there is no competition between Indian mills 
and Lancashire, but if Lancashire is sendinll' 20s counts and lower, there must be 
competition. -

A. I should say the lowest count is 8s" or 12s. We have got 14s and lOs also, the 
cloth being exactly of the same weigM as tbe Lancashire drill. 

Q. Another statement has been given in evidence here that the Indian mills do not 
bother themselves about making warp of sufficient strength. What is your view t 

A. I believe that thoroughly. I have t~ted many of them and I may frankly say 
that the Bombay pieces sa a whole do not look nicll. If they are bleached, the bleach. 
ing-which is our speriality-is not good. They do not look well bleached. If you test 
that cloth, you will find it is weak. 

Q. What is it due to? Is it because of inferior mixings? 
A. I think it is due to that. Ordinarily the mixing is not good E'nough for the qualities 

they make. 

Q. Is khaki drill cloth dyed or made of dyed yarn ? 
A. Mr. Hargreave8.-Piece dyed. 
A. Mr. Chambers.-It oocurs to me that the fact that we take the raw cotton and turn 

it into a great variety of finished cloths is of great help to us. It is for the other mills 
to decide what they should do, but we do everything ourselves. You know that some 
grey goods have to be bleached. Other mills, at any rate in Lancashire, send ~hem to 
the bleacher and incur certain troubles, but we do the bleaching and everythmg else 
under our own roof. 

Q. But that is oommon in India. There are extremely few cases where such processes 
are not being carried out by the mills themselves. . . 

A. We do everything ourselves. so far as we are coneerned. It IS a great help to us. 
We consider it so. 

Q. What oount do you spin up to , 
A. Generally up to 308 and in some cases up to 4(\' 

Q. Do you use any imported cotton t 
A. No. 
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Q. It is extremely interesting to find that you 'oan still do wen with those oounts .• The 
complaint is that the full extent' of the depression is felt in the spinning of the lower 
counts. But your view seems to be that there is a tremendous field still to be explored 
below 308 f 

A. Yes. 
Mr. Suhba Rao.-Have you any special advantage in marketing? Does that explain 

your prosperity f Do you sell, for example, in South India or all over India? 
A. ,Mr. Hargreavea.-We sell large quantities in Northern India. 

Q. It is not confined to the South ? 
A. No. We also sell out of India. But that trade is not much. 
Q. Do you sell in the local market? 
A. _We have a good local market. 
Q. That is not the only market? 
A. No. 
Q. May I suggest that the mills in South India not only have access to raw materIal 

but a good local market? 
A. There is no special advantage &8 regards raw material., 
Q. As regards your drills, did Japanese competition 'affect you at any time? Were 

they able to put on the market cloth which came anywhere near your cloth· in point ot 
price or quality? -

A. I have never been aware of it. 
Q. Were you told by dealers that their price W&8 below that of yol11') 'goods and that 

the quality W&8 just as good? 
A. I oannot remember such a suggestion. 
Q. You have been able to face competitiou in drills right through 1 At one time 

Japanese drills entered largely into the Indian market at a lower prioe. That is why 
I &8k the question. You did not have that trouble. At no time did you feel that your 
drills were faced with Japanese competition 1 

A. Ioannotsay. 
Q. You spoke of the uniformity of your drills in respect of quality. Is there similar 

Uniformity &8 regards the other lines of goods you produce? Do you confine yourself to 
a few standards or lines of production, or is there a Iarge variety? 

A. There is a great variety in our mills. • . 

Q. For example, would it be &8 large a variety &8 in Bombay? They suggest they 
are putting forth a number of varieties and they change from month to month. IS that 
your experience ? -' 

A. We have to change to meet demand. 

Q. Do you find, for example, in the course of the y~ar that you have to change from one 
line to another f -

A. I do not suppose any line goes out entirely. But there is 8. great variety in the 
number ofiooms making it. The demand is such that a new line may come in, say, once 
a year. It is difficult to give exact figures. ' 

Q. SO far &8 the general conditions of the market are ooncerned, you have no special 
advantages over others in India! You have to face competition from Japan &8 well as 
other people. So the explanation for your prosperity must lie somewhere outside these 
factors! ' 

A. Yes, we follow one or two principles which we oonsider advantageous to us. One 
is that we are very careful about our supervision which is a very expensive supervision 
and very strict, which helps to keep up our reputation. 
_ Q. Therefore it all depends on the internal economies in the mills 1 There is no speoial 

advantage as regards marketing! It isa matter of lI1ill management. , You have no 
advantage outside the mills which the Bombay producers do not possess! 

A. No, I do not think so. 

, Q. Raja HaN Kislan Kaul.-I want to ask you about cotton. You said you do not 
get cotton cheaper than Bombay? 
. A. ~ do not think we have any disadvantage' against Bombay, or they against us. It 
IS a dIfferent cotton that we get. 

Q. You use southern cotton? 
. ~. All our cotton oomes from this Presidency, except that from Devanagere whicn 
IS 1U the Mysore State. We .ll<lso take some from Hyderabad. The bulk comes from this 
J'residency. 
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Q. You use no importe!I.ootton , 
A. No. .' 
Q. On the whole you get your ootton somewhat oheaper than the average price in 

Bombay, , 
A. There is a great deal of Cambodia that we get, which is very expensive. It has a 

very small blow·room wastage and it has a strong pull. 
Q. That is probably what a.ocounts for your better product' 
A. Yes. 
Q. Presidene.-Would you get Cambodia oheaper than the Bombay people owing "to 

proximity to the sources of supply? 
A. The Bombay people have got the production of the Doab, Broa.oh and Sind 

American, easily available. 
Q. Bombay buys in South India too! 
A. They buy from Nandyaland Tadpatri. These pla.oesare ha.lf-way from Bombay. 

But all our ootton is from Tiruppur, which represents Cambodia. Against that we may 
say ,the railway freight for our finished products is far more than that of Bombay, when 
we send to Peshawar. 

Q. Mr. Maj~wlar.-In what years were you mostly on Government contra.ots! 
A. Mr. Ohambera.-TillI919. • 
Q. President.-Have you ever been largely on Government contra.ots! 
A •. During the years of the war-I was not here then but I know that-we were 

Ia.rgely on Government work. We had contract for khaki up to 1919. 
Q. Mr. Majmwlar.-In 1919you had made a three years' contra.ot with Government' 
A. I wish we had. That is not correct. The oontra.ots run for a year in the ordinary 

oourse. But I have never heard of a three years' oontract. 
Q. After 1919 , 
A. No. They oanoelled 37 lakhs of yards in fact. 
Q. Are you supplying grey goods to the Government' 
A. Barring a very few ba.Ies which might be grey goods. 
Q. Most of the manufaotures you put on the market are ooloured, bleached or dyed' 
A· It is mostly khaki and bleached. 
Q. Very little grey ! 
A. Very little, only for Government work. 
Q. l>oes Japan export to India coloured or bleached drill ! 
A, I have no knowledge. .Bleached drill perhaps oomes in. 
Q. In the use of Tiruppur cotton, have you an advantage in bleaching! Is that 

cotton whiter than other kinds of cotton available in Bombay! . 
A. Mr. HargreatJes.-May I point out this' The strongest ootton in South India is 

not Cambodia, but the Pure Red Northerns, of which there are some one or two thousand 
bales grown only. We try to get the whole of that. We get the Northerns. That is 
not a parti(lularly white cotton. When we use these cottons we oannot by any means 
make oloth of good oolour. But our finish is due to.our bleaching process. But it has 
a, strong pull as high sometimes as 110 lbs. for 19s warp. Red Northerns is a cotton 
Whioh deserves speoial attention from the Governl\lent Department oonoerned. We 
can only get 2,000 to 3,000' bales a year of this ootton. Cooonada.s, is a muoh 
weaker and inferior ootton. Cambodia has now-a· days no special advantage as ~ega.rds 
bleaching. . 

Q. Preaident.-Am I right in thinking that you turn out very little grey goods ! 
A. Yes, we make very little. 

Q. Mr. Majmwlar.-Were you the' first to go into the bleaching trade of the textile 
industry in India' , 

A. Probably we were one of the first. We oannot say exaotly we were the first. 

Q. Is your suooess also due to your sales polioy' You are not, I understand ,making 
sales only to big merohants or only through.oommission agents; but are dealing with 

, three or four merchants at the various centres. They send indents directly to you, and 
you make oontracts with them, and supply to them acoording to the terms of oontract. 
That is to say you have not big merchants as middlemen between you and the sma.lIer . 
merchants' 

A. In the north of India we have big men with whom we make our oontracts. They 
distribute to sub· dealers. I do ndt know whether you ean ca~ ~4eI!l, Jlli.ddlemen. Ther 
buy a lot of stull from us and sell i t h~ their oWII names. 
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Q. Let118taketheBombayPresidency. Haveyouanyagents~~e~f Ido not know 
whether you call them agents. 

A. We oall them indentor&. 

Q. You have got indentors in each and every big pIaoe, like Sholapur and Bombay! 
A. In Bombay we have about 10 indentors. In ordinary towns we probably have one. 

Q. Mr. 8ubba Rao.-You have opened one shop in your own name in Ahmedabad! 
A. No. 
Q. Mr. Majmwlar.-Does the same system prevail in the Madras Presidency f 
A. In the Madras market I estimate-we have reduced the number-we have got at 

least 25 dealers to whom wlf sell treating them on equa.l terms. We have 12 in Banga.lore 
includins Mysore, Madura one or two, and so on. 

Q. What proportion of your product is exported out of India f 
A. 1 cali only estimate it at about 5 per cent. now.a-days. . 

Q. Pre.Hdent.-Would you like to say' what your experience is in regard to competition 
outside India! . 

A. We have the worst of it there. In· the Rangoon market at one time we sold a 
large proportion of our production, probably 20 per cent. Now lower priced goods and 
wha~ we call inferior goods have considerably ousted us in Rangoon; and in the Straits 
our market is diminishing. That is probably due to the-depression in the Rubber industry 
to a very great extent. Japanese oompetition there has probably come in. _ 

Q. Have you had any reports to show why you have lost the market, whether you lost 
hat inarket owing to Japanese goods being cheaper Y 

A. That is the best of our information about Rangoon: Genera.lly speaking, our people
tell 118 so. 

Q. You do not feel the Japanese oompetition here f . 
A. As a matter of fl\Ot, a certain amount of cheap stuff comes in here from Bombay. 

We do not feel it much ourselves. 

Q. Mr. Majmudar.-Do the people prefer your cloth because it is produced on the 
Northrop 100mB! _ 

A. Mr. HargreaveB.-As a matter of fact, I do not suppose people take it in because it 
is produced on the Northrop loom as they don't know. 

Q. President.-What Mr. Majmudar means is that you can produce a better quality 
. on the Northrop loomlf'than on other looms? . 

A. I would say, yes. The Northrop loom, if it is kept in good order, will make a 
slightly better cloth. 

Q. Mr. Majmudar.-Do you get a low per~entage of imperfect cloth? 
A. Such is the case. 
Q. And you are able to soil at a better price 7 
A. I do not think, so far as we are concerned, we get a better price. On the other hand. 

we have to be very vigilant to keep the looms in perfect order. It is a loss. 

Q. Besides getting perfect cloth, do you gain'in production? 
A. No, we are losing in production, as a matter of fact. 

Q. President.-I think you have no desire to express any opinion on the question of 
exchange? 

A. None. 

Q. In regard to the questions in Section II of the Questionnaire, have you anything 
to tell uS about Japanese competition in this country. IJ; wOlld seem that it is not felt 
to a large extent in the local market except in regard to shirtings to some extent. 

A. If you take the local market, it will include everything, Lancashire and European 
piece-goods. I think they are worried by competition. It is in grey goods chiefly and 
in 40s yarn I believe, • 

. Q. Our enquiries in the piece-goods market seemed to show that shirtings is the main 
line of competition_ . 

A. I should agree with that. 

Q. They tell us that, except in gray shirtings and a certain amount of striped and 
bleached shirtings and a certain amount of shootings, there is absolutely no competition~ • 

A. As far as I know, that is correct. . 
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Q. And 40s ya.rn ? . 
A. I know that our 40s imported :rams are completely knocked out by Japo.n. 
Q. How far do yo ~ think the present depression is due to the weo.ker mills in Bombay 

beiug forced to UBdersell owing to the internal competition among the mills in India., 
which is grinding them down more than Japanese competition. 

A. I suppose it is not only those that are affected by cheap sales. Many big riiills do 
send down here their oheap goods, and we are affected. ~ 

Q. On the question of handloom ver8U8 mill products can you tell us o.nything , 
A. No. • 

Q. Mr. Majmudar.-Do you find any interno.l competition due to the ma.nufa.cture of 
striped shirtings by the Ahmedabad mills "I 

A It is a very difficult question. .There is such competition, I ta.ke it. But it ha.s 
n?t c?me before me. I cannot give you a detailed answer. 

Q. You have no repo$ from dealers in the mofussil tho.t Ahmedo.bo.d shirtings o.re 
repla.cing your shirtings 7 

A. No special report. Many a time merchants demand a lower price saying tho.t tro.de 
is being ruined by Ahmedabad or Bombay. But~during the last three or four yeMs, 
they have been buying a. lot of goods from us. I cannot say whether it is true or not. 

Presidenl.-One point I should like to o.sk you in regard to the system of mo.nagiug 
o.gents is this: Is your remunero.tion by commission on profits! -

A. 'Our remunero.tion is on the profits shown in the bo.la.nce sheet o.nd not on the gross 
profit. We make provision for deprecio.tion very rigorously first o.nd then declo.re the 
profits. In the Bombo.y mills, they o.re beiug remunero.ted on the gross profits. I 
thiuk I o.m right in so.yiug so.' . 

Q. If you ho.ve no profits-you ho.ve never been in tho.t position-but perho.ps you co.n 
tell us who.t your procedure would be if you were in such a. position. Mo.ny of the Bombo.y 
mills, o.s you probo.bly know, do not mo.ke provision for deprecio.tion unless they ho.ve 
profits. I o.m not sure tho.t o.ny of them do. If tho.t were so with you, o.nd you mo.de 
no profits would you still make the full o.llowo.nce for deprecio.tion o.nd co.rry forwo.rd the 
debit bo.lo.nce ! 

A. ,Deprecio.tion is the fir~t charge on our gross profits. 
Q: Do you rego.rd deprecio.tion o.s o.n o.bsolutely essentio.l cost of production! 
A. Yes. , 
Q. If you ho.d no profits, would you still write off deprecio.tion a.nd ca.rry the debit 

bo.lo.nce for",o.rd ? • . 
A. We ho.ve not ho.d tho.t ca.se. I co.n so.y tho.t wo.s probo.bly the co.se with the Ca.mo.tic 

mills on certa.in occo.sions a. good mo.ny yeo.rs o.go. 
Q. You ho.d sufficient profits to pay for depreciation but not dividends in tho.t case? 
A. Tho.t wo.s the co.se for some time in the Co.rno.tic Mills. 

Q. I think tho.t. it is done in No.gpur o.nd tho.t the mills there invo.rio.bly mo.ke 
provision for deprecio.tion who.tever their profits. But it is certa.inly not so in Bombo.y 
o.nd Ahmedo.bo.d. You so.y tho.t it should be done! . 

A. It is o.bsolutely vito.l. 
Q. Possibly it is difficult for you to express o.n opinion on the question whether mo.no.ging 

o.gents should get their commission On gross profits or net profits! 
A. After o.ll, in our oo.se we ho. ve pro.ctico.lly ho.lf the sha.res in the Buckingho.m a.nd 

Co.rno.tic Mills. Anything tho.t the sho.reholders suffer, we must suffer. 

Q. Would you co.re to o.nswer Question No. 43! • 
A. Mr. Gharnbers.-I o.m prepo.red to so.y tho.t we receive o.n office o.llowance in o.nswer 

to the first pllort of the question. As regards the purcho.se of cotton, we get no commissions 
or o.llowo.nce at o.ll. On purcho.ses of mo.chinery o.nd mill stores, we get a. commission. 
We have to employ agents to o.ttend to the work in Engla.nd o.nd therefore we get commis-
sion on tho.t. . , 

Q. It is the agent who gets the commission; you do not get it" 
A. No. 
Q. You do not m~ke a profit on tho.t , 
A. No. We do not keep a.ny of the profits. 
Q. Do you get oommission on so.les , 
A .. We do not sell any raw cotton. There is no commISSIOn on the so.le of yam o.nd 

. cloth. As managing o.gcnts, we got no commission on insurance; but we are the agents 
for Insu~o.nce ComplIonies ~nd ~n thllot section, Binnr & Co., o.s distinct from the mana.gin~ 
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agents, naturally take a oommission for doing the work. We have no advertising and 
80 we have no commission. on that. 

Q. The same practice prevails in Bombay. They also get no commission, but where 
they are the agents for 1''11 insurance company, they get a commission. They are only 
agents to the insurance oompany for their own mills f Is that so here f 

A. We are agents to the insurance company both for our mills and for others. 
Q. We have been told that the mill agents in Bombay are agents for insurance companies 

merely in order to enable them to get a commission. We were also told that difficulties 
arise out of this because the Bombay Millowners' Association is not in a position to fight 
the insurance companies owing to the fact that many of its members are agents of the 
insurance companies. 

A. I have never known of any such case here. 
Q. Would you like to say anything about Question No. 44 f 
A. As regards ourselves, we have varions other considerable activities, but I do not 

think they- are in the least detrimental to the interests of the Buckingham and Carnatio 
mills. In fact I think they help us. . 

Q. Can you suggest any alternative to the managing agency system. Various 
charges have been levelled against it and a ~uggestion has been put forward by 
m"ny witnesses that the proper thing would be to have a board of directors with a 
m'lonaging director and that suoh a system would be more efficient and economical. Do 
you oonsider that such a system is desirable in the present state of the mills in India f 

A. I think it is possible; but the managing agency practice has grown up· presumably 
from the oommencement; and I imagine many mills would not have bee:p. started without 
some one willing to take a considerable stake in the companies. We have every incentive 
to be efficient. !take it that the managing agents have considerable stake in the company 
and I see nothing wrong with the present system. of having conscientious managing 
agents • 

. Q. But the oritios think that there would b4t less wrong if the system of managing 
directors were adopted f 

A. They are entitled to hold that opinion; I cannot say more. . 

Q. ldy point is whether it can be done, whether if you were to have a lIIanaging dfre"ctor, 
you could get a board of directors who could look after him. . 

A. He would have far less stake in the success of the concern than the managing 
I agents. 

Q. I take it that directors usually have shares in the company. 
A. It is not a question of money qualifications. If you had a board of directors, surely 

you could not get the necessary technical qualifications. I think the system would be 
hardly feasible. 

Q. That seems to be the difficulty. Are there sufficient number of competent people 
in India to fOrIII boards of directors f . 

A. I don't like to say anything about that. 
Q. Some of the evidence given mBombay showed that the directors there take anything 

but an active part in the management. Is there any reason why other people who would 
take a more aotive part and who are more competent should not come in as managing 
directors instead of as managing agents. 

A. I could not sltY whether it would work properly. 

Q. My point is that the managing agents have a clearly greater stake in the success of 
the firm, in the very nature of things. Therefore for that reason, is it not likely that you 
will get better lIIanagement from managing agents than from managing directors? 

A. Yes, put like .that, I should agree with you. 
Q. Raja Hari. KiaAan Kaul.-There is an agency system peculiar to Ahmedabad /l>nd 

I think it is known as the hereditary system, by which the soli succeeds his father &s the 
managing agent as a matter of course. Do you consider that system efficient f Would 
you like to express your views on that f 

A. I would not like to express my views on that. My father was a managing agent. 

President.-The next section relates to mill finance. The Buckingham. and Carnatio 
1>1ills have always been known for their cautious financial rolicy. But is there any 
question in that section on which you want to express your opinion f 

A. As regards Question 46, I should Say that lIIany mills are suffering from the 
high prices of machinery brought about ·in 1920 or about that time. We have had 
diffioulties from that cause. and we have had to depreciate very liberally. 

140 y 422-33 
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Q. So you suffer? . ". 
A. In one of our mills a.'good dea.l of the ma.chinery wa.s mstalled at very hIgh rates 

a.nd it is wort" nowadays only a.bout ha.lf what it cost. We deliberately meet it by 
depreciating specially to get things right. It must certainly be a great handicap'to 
certain mills. 

Q. We now come to' Cost of production.' You have a.bout 50,000 spindles and 1,300 
looms in ea.ch of your mills ! 

A. Yes, that is about correct. 
Q. Do you consider that your mills are about the right size ? In Bombay they put 

,it at 30,000 spindles for 1,000 looms and in Ahmedabad at 25,000 for 600 100Dis. 
A. It also depends on the counts of yarn. On higher counts we want more spindles. 

It is more a question of staff. If we had less spindles and looms, we could not necessarily 
reduce our staff very much. 

Q. Your balance is right! 
A. Yes, with our existing sta.ff. We have a big European staff-it is not .0 usual in 

the case of Indian mills. But if we had less machinery, we probably would not be able • 
to reduce our staff much. 

Q. Raja Bari Kishan Kaul.-Would you tell us how many Europeans are employed. 
in each mill ! 

A. The two mills together in Madras have a.bout 40, including Managers, Engineers, 
Assistant Engineers, and even Assistant Wea.ving ¥asters. That excludes the European 
lady teachers. They are about 40 distributed more or less equally between the two 
mills. It is part of our policy to have a very strict supervision in order to ensure good 
quality. We ha.ve Indians in responsible posts in these departments too. 

Q. On about the same pay! ' 
A. More or less on the same pay. 
Q. The European staff is more expensive, is it ! 
A. Yes. 
Q. Mr. 8ubba Rao.-What would be the proportion of your expenses on the European, 

sta.ff to your tota.l expenditure? It must be small. 
A. It is a big item in money. I could not giveyou the percentage. 
Q. Mr. Majmudar.-You said that you can, with the present staff, manage the 

ma.chinery ? 
A. Yes. 
Q. If you extend the spindles, you need more preparing machinery and more staff 

and with the existing staff is it possible to have an increase in spindles or a similar increase 
in wea.ving t 

A. The number of our spindles and looms is sufficient for our present. staff. 
Q. Presiden!.-How do you buy your ootton! 
A. With a few exoeptions where we buy from Government farms, we buy all our cotton 

from our agents who maintain for us presses in various parts of the Presidency. 
Q. You oa.nnot have a fiow of cotton throughout the year. For how many months 

will it come? 
A. The ootton season is roughly from Maroh to October. 
Q. You have not got to buy and store up ootton for some months? We were told in 

Ahmedabad that some of the mills buy for four months in the year.nd stock it for the 
rest of the year. 

A. It is not essential for us to do that. 
Q. SO, the question of hoarding does not arise here' 
A. It ha.s not arisen with us. 
Q. Is there any question ofspeoulation in any shape or form! 
A. I oa.nnot speak of the system in other mills, but I know tha.t other mills 

frequently buy along with us. 
Q. RajaBari Kishan Kaul.-Don't you feelthe effeot oh falling market r You ma.y 

buy ootton at a oertain prioe and by the time you oonvert it into oloth, the prioe of ootton 
ma.y fall. . ' 

A. Yes, we have some disadvantage like that; but we do not go in for hoarding. 
Q. If you ta.ke a.dva.nta.ge of the falling market, you will gain thereby? 
A. Yes. 
Q. You hold stooks of raw ootton for some ti.rne, say, for two or three month~. Is 

~~! ' 
A. I would only say tha.j; we do hold a oertain amount of cotton. I c&nnot give details 
d~ . 
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Q. What! mean is that you may be purchasing for six months; but it will be necessary 
for you to provide for the other six months. That is what many mills tell us.' 

A. We purchase to a certain extent and we certainly have a reserve stock. 
Q. SO that you have no advantage over other mills in that resPect' 
A. No. . 
Q. Mr. Majm1Ular.-Do you make any forward purchase of cotton in the mofnssil! 

. A. We generally buy in May for June and in June for July, i.e.,amonth ortwoforward 
,tLDd not more. 

Q. From the agriculturists or merchants' 
A. We buy from out agents who are very nearly always the local dealers. We very 

rarely buy direct from the actual producer. 
Q. Raja Hari Kislian Kaul.-Could you give us your opinion about Question 62 , 
A. I do not know anything aboutJt; because we buy at a certain price and I do not 

know the export price. ' 
Q. You have rio reason to believe that the exporters get cotton at a cheaper price. 
A. I do not know. I am not in a position to give an opinion on that point. • 
Q. What is your opinion about labour' . 
A. I hope you will give me an opportunity of giving some correct figures later on •. 
Q. President.-But will you state your general views on this section' 
A. A point has been made that the increase in the wages paid to the employees of the 

Buckingham and Camatic Mills has only been 55 per cent. I do not know from what 
year it has been caloulated. . 

Q. Raja Hari Ki8lian, Kaul.-Since 1914. 
A. I can give you the actual figures which have been carefully prepared and checked, 

Excluding all bonus, the rise in wages in the Buckingham Mill since 1914 has been fm 
all our employoosl62' 29 per cent. and not 55 per cent. 

Q. President.-Exoluding bonus' 
A. Yes. The bonus is 10 per ce~t. 

, Q. Was it excluded in 1914! 
A. The bonus system was started in 1919, and ever since 1919 they have the. bonuE 

at 10 per cent .. The Camatio Mill figure is about 155 per cent., again excluding bonus. 
The increase is not 55 per cent. as reported in the "Hindu." But two half·timers a.rIi 
taken as one hand. Then, as to the cost of living, there are no official figures fm 
Madras, but I understand from the Bombay reports that the cost of living has risen t~ 
somewhere between 60 anC\ 70 per cent. I do not know definitely and I am open to 
correction. 

Q. Between 50 and 60 per cent. I think the actual figure is 54 per cent. 
A. The B~mbay cost of living has risen between 50 and 60 per cent. and I think thE 

Madras figure can be taken as the same. Assuming that the cost of living has risen bl 
54 per cent. the wages of our men have gone up by 160 per cent. on an average plus bonus, 
My figures have been carefully prepared ~nd checked and are accurate. It has' beer 
stated that our people are getting more and more mdebted. We spend over a lakh it 
getting for them all the necesgaries for the month. They can get on very well withoul 
running into debt. They can take everything from the Society on credit and pay us tho 
amount at the end of the month. It is a wild statement made here the other day whicl 
cannot be subStsntiated. I should also like to contradict the statement that a weave] 
has to attend to six automatio looms. One man attends to three looms on:ly~ 

Q. Can he exercise. supervision over six looms? 
A. There are assistant weavers probably just as good as themselves. 
Q. How many assistant weavers are there ? 
A. In the Camatic Mill, there are on the whole 1,025 North rop looms. There are:

. 43 jobbers. 
163 weavers on 61ooms. 

11 weavers on 4 looms. 
1 weaver on 3 looms. 

42 weaver helpers •. 
84 fillers. 
43 oilers. 

Total •• 387 men on 1,025 looms. 

In addition to that. we have the extras, that is, sweepers, fitteJ'S, clllrks, people who 10'01 
1.0 the weft room and sundries • 

. JlO y 422-33a 
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Q. But the point was with reference to the actual operation of the looms ! 
A. It is sllbstantially oorrect to say that one man to three looms is the maximum, 

with the help that he gets. I would not mind if it was one man to six looms. I wish 
it were so. It wo'uld do them good to do that. In other countries, it is well known that 
they manage more than six looms. 

Q. Is it not correct that in America they manage 2410qmB ,. 
A.. I have repeatedly heard so from America..' 
Q. We were told that the number was too high for the physique of South India.. 
A. That is what the spokesman of these people says. I am sure any South Indian 

would resent that. The spokesman alleged that our weavers suffer from chest pain, 
but they have never reported it themselves to the doctor and it is Untrue. I should like 
to state that the minimum wage olan adult is annas 12-6 lie day and he can rise to As. 14 a 
day. That isJor an absolutely unskilled man, an ordinary sweeper or cooly. 

Q. Preside.,.t.-That is the lowest wage for a cooly , 
A. Mr. Ohambers.-Yes. That is the daily wage. In addition to it, there is a bonus 

of 10 per cent. besides other allowances. Although it is a small point, I think I am right 
in saying that, in those circumstances, it was impossible for any weaver who is actually 
working in the mill to have come up before this Board and say that the wage given by 
usisverypoor. I presume that it is truethatsuchastatementwas made. 

Q. The men who al'peal'lld before us were not men actually working in the mills. I 
said that, if the Labour Union had applied to me, it might have been alTanged for men 
actually workhig in the mills to appear. 

A. I would have given them leave on full pay for the day. There was no application 
whatever for sllch leave. The bonus of 10 per cent. is more than a month's pay. Thatis 
all I can say. Then, we have been told as regards gratuity thaU.ludicrously small num
ber of men have got it. . AlII can say is thatsince 1914 in gratuities we paid Re. 6,47,584 
for the two mills. Supposing you take the high average of Re. 500 fo)" each man, 
that will mean that at least 1,350 men have had the money. H those are absurdly small 
figures, then I am surprised. As regards bonus, at the Carnatic mills alone we paid out 
Rs. 7,62,709·3-6 since the 1st of July 1919; in the Buckingham mills we paid about 
Rs. 8 lakhs in the same period. I only mention these things to sl;low how our payment\! 
were belittled by a previous witness. They were all actual cash payments. We have 
no right to stop the bonus or gratuity. Itis said that men do not care to live in the houses 
that we put up. All I can say is, there is a waiting list of candidates who want to get 
those houses. 

A. Mr. HargrealJe8.-TheyonJy pay a monthly rent of Rs. 1-8·0 for each house. They 
could not get the same kind of house for less than Re. 6 or \. Thus each man gets an 
addition of Re. 4 to 5 a month to his pay. 

A. Mr. Ohambers.-Then we give them practical training. Though it is not on a large 
80ale at present, we hope to improve that. We think on the whole that ov.r people are 
satisfied because the average leaving the mills has fallen from 7 per cent. to less 
than half per cent. That is the percentage at the end of the year 19~5. In 1915, 11 per 
cent. of our men went away. According to the labour turn over, there is now only less 
than half .. percent. going away. !think the figure ofless than half per cent. is a very 
eloquent one. 

Q. Is there anything else, Mr. Chambers, you want to say on this point! 
A. Then, we pay for holidays. 
Q. You give them how muoh holidays' 
A. Ten and half days' mill holidays to all employees :plus fifteen days to men 

with five years' service. All holidays on full pay. 
Q. I take it you are not faced with one thing which undoubtsdly sends up the cost of 

labour in Bombay, and to a sma.II extent in Ahmedabad. You have practically permanent 
labour! . , 

A. Yes. Our absenteeism is jqst between 9 and 10 per oent. That is the daily aVerage. 
Q. These figUres seem to be higher than we expected. In Ahmedabad, for instance, 

it is 3 peroent. 
A. Mr. Hargreatle8.-Thatinoludes a.IIleave. 
Q. What I should like to know is what absenteeism you have without leave! 
A. i'hree per oent.last year. The average this year will no doubt be less, probably 

2 percent. 
Q. That is really the absenteeism. You cannot include people on privilege leave as 

absentees. In working out your 9 or 10 per cent. you have included all people! 
A. lTes, leave, absence and dootor's leave. 
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Q. That makes a great deal of difference in the actual absenteeism. 
A. Actual absenteeism is one·third of the total. ' 

Q. Weare very annous to know something about the North rop looms so we will get 
on to that at once. One of the solutions of the labour difficulty in Bombay which is 
undoubtedly the high cost of labour as compared with pre.wartime, which has been offered 
to US is the introduction of automatic looms. We shall be glad to know how far that is 
a p088ible solution of their trouble. I think the Buckingham and Carnatic Mills are the 
only mills which have automatic looms on a large scale •• 

A. We have them in Bangalore as well. 
Q. At your own mil1stheref 
A. Yes. 
Q. In any other mill f 
A. I do not know of any other mill which has got them on a large scale. 
Q. Wha~ is your general experience with them as a solutioit of labour difficulties ? 
A. Mr. Chamber8.-We are satisfied with our North rop looms. We do not think we 

could work them well without 01U' strict supervision and the other points we mentioned 
to you. They must have a strong warp; they want good cotton; they want, as we say, 
careful expert supervision for a long period of years. They cost three timea. as much as 
an ordinary 100m. 

Q. £80 as compared with £25 f . 
A. Something like that. We bought them long ago. The price is now falling but it 

is something round about three times the price of an ordinary loom. I do not think many 
of the mills are in a position to put them in. 

Q • .AS regards labour for them?' 
A. We save labour. We put one man to three looms although it was represented here 

that one man attends to six. Weare disappointed withit. We hope we may get it 
better some time. 

Q. Here in Madras one weaver looks after only one ordinary loom. In Bombay one 
weaver attends to two looms. He could presumably look after more North rops there 
than our weavers do here. . 

A. It is not only a question of strength of yam. The upkeep is expensive for the 
North rop. 'The upkeep is against them. It is round about Rs. 7 a loom a month. It 
is difficult to say more about the North rop. We started with them approximately ten 
years ago and we made an experiment with perhaps twenty looms in the beginning. 
We did not reach a thousand in each mill until recent times. We have good hopes 
with the North rop that we can get improved results in time. We hope to give more looms 
to be looked after by a weaver. They make good cloth. 

Q. Mr. Majmudar.-Did you find great difficulty at the start in inducing weavers to 
work on North rop looms t 

A. Yes. So far as we remember it was rather troublesome. 

Q. Have you had to offer the labourers a higher wage in order that they may stick to 
North rop looms? - . 

A. They are given bettjlr wagel1. The wages are calculated to be higher for working 
on the;North rop. I have given you the figures. Taking the North rop figure, the average 
is Rs. 48·7·6 for a weaver on automatic looms at the Buckingham Mill, and it is Rs. 12 a 
month more than that of a man on the 'ordinary loom. 

Q. You find the ordinary jobber able to get on with the automatic looms ! 
A. Mr. Hargrwllu.-That is one of the difficulties. We found the ordinary average 

Indian joqber is not competent as the mechanism is more intricate. He must be speoially 
trained if possible. 

Q. Pruident.-How do you give them tralning ? 
A. We have no special method except that we piok out the best weavers and train 

them first as spare jobbers and when they are used to the looms and beoome competent 
we gradually make them jobbers. Even now a large proportion of jobbers are not allie 
to look after North rops properly. I may point out the difficulty we found was that they 
were all elderly men from 35 to 50 years of age who were brought from ordinary looms 
and were without eduoation. It is a diffioult proposition to put a man who is simply 
brought up on an ordinary loom, a man without education, on the North rop loom, beoause 
without education they must find it difficult to understand North rop loom meohanism. 
I should say that if the jobbers have a fairly good education they will learn quicker. 
But we get indifferent men as jobbers on North rope who are quite all 'right on ordinary 
looms. 

A. Mr. Ohamber8.-Experts. of all kinds are essential to look after North rops. 
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Q. Mr. M ajmwlar.~Are they able to pick up the work in a short time? 
A. The average jobberisfairly intelligent and can be trained to do the work in a reason. 

able.time. 
Q. If they are able to pick up in a short time, are you paying them any higher wages! 
A. They are just getting the same as the jobber on the ordinary loom as no more manual 

'labour is required. 
Q. They are paid on production? 
A. They are paid not on production but on the number of picks made by their lot of' 

looms. 
Q. What about the efficiency on the.Nortlt rop! 
A. That depends on the quality of cotton. You must have a good warp mixing. 

That is where the efficiency lies. 
A. Mr. Ohamber8.-;-The North rop looms work 160 to 170 picks a minute. 
Q. Raja Hari K i8han KaUl.-May I ask whether the Northrop looms were got in order 

to save labour or to save cost! 
. A. Our primary idea was to get both results. My impression is that we have got 

only a reduction in the number of hands to start with. 
Q: President.-You have very little female labour, I think, Mr. Ohambers? 
A. Mr. Ohambers.-Only about 150 women, all on building work, and they do not' 

work in any enclosed room or lIhed. There are none in the textile section. 
Q. There are none within the mill rooms? 
A. No woman is employed as a textile operattve. 
Q. On the other hand, you have a number of half-timers in most of the operations. 

That is perhaps owing to the system of training you give to your staff. That is to say 
you take in half-timers, train them later and make them full-timers ! 

A. That is the case. 
Q. What about t.he "BudIi" system! You know it prevails in Bombay. That is, 

operatives going on leave have to provide substitutes. 
:A. Mr. Hargreatle8.-I do not know anything of the "BudIi" system. We keep roughly 

a reserve of 10 per cent. of our people, and they are spread over different departments. 
We fill in the places of absentees on leave with those men. The services of this reserve 
are retained constantly. 

Q. SO in your mills, it is not a question of the weaver on leave having to provide 'a . 
substitute ! 

A. No. 
Q. How do you engage your labour t Do the jobbers engage new men, or is.it the 

weaving master who appoints labour ? 
A. Now all the people are coming from the mill school. Formerly, they were engaged 

by the weaving master. Not by the jobber l jobbers had never any control in the 
matter. 

Q. Ha'{e you a long service bonus or provident fund! . 
A. We have no provident fund. We have got a gratuity fund. 
Q. What is the difference-between a provident fund and a gratuity fund! 
A .. Provident fund is contributory, but gratuity fund is non-contributory. Ours is 

purely a gratuity fund, and non-contributory. Besides, we also give a bonus of 10 per 
cent. of their wages, paid every half year. When a man in our employ has completed 
ten years' service he is paid an amount equivalent to 5 per cent. which is put on one si.de, 
and then at the end of each half year, we add another 5 per cent., and the total really is 10 
per cent. on the workman's earnings for 10 years. That is No.1 fund. Then a 7* per cent. 
plu8 a bonus of 7. per cent. is added, and that is for 7 years and is No.2 fund. Then 
in the third stage a man gets a bonus of 10 per cent. and another 10 per cent. for five 
years,that is 20 percent. of the total earnings, and the fourth is similar to the third fund. 

Q. That is a long service bonus t 
A. It is. But we distinguish it from a bonus and call .it gratuity fund. 

"Q. Youroight be able to throw some light on Question 80. Thatis, "Do you consider 
that there is any reasonable prospect of securing a reduction in labour costs in the near 
future by training operatives to tend more spindles or looms' Has there been any 
improvemen~ in this respect in recent years!" You probably know that the average 
number of spindles per operative in India is 160 tgo 180; in Japan they work 200 to 240 
8pindles whioh must reduce the oost of production considerably •. 

A. It does happen. We are making an experiment. But in the Camatio Mill, three 
boys instead of 4 are on 720 spindles. " . . 

A. Mr. Hargreatle8.-In our spinning room, boys look after half a frame eaoh, that IS 
on each side of the maohine you have one boy. That means 180 spindles each. 
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Q. The same as the Bombay operative f , 
A. Yes. The number of spindles looked after depends on the quality of work or 

count being spun. We find on most of the counts that these boys are capable of 
!ooking after more spindle.s. ~d we are making an experiment at the present time, and 
if we do not ge~ any ou1;lllde mterference. there is no doubt the experiment will be a 
success. That IS we put m 3 boys where there were,4. and they are getting an increase in 
wage. 

Q. Wbere does the saving in labour cost come in if the wage is increased! 
A. Takil?g the minimum rate fora full time boy In the spinning room which is Re. 0-7-6 

we have said to these boys: If you three boys wil~ do the work which four were doing. 
then you cal? take 6 annas for yourselves and we will take R:e. 0-1-6. Thus the boys get 
tW? annas ~creas~ eac~, and Re. 0-1-6 goes to? the mill, and the. boys are quite' 
satISfied. Lit~le things h~e that can be done B'!' far as we are concerned lD every.depart
ment of the mill. The~ IS no doubt I/-bout It, and personally I do not think that 
the men would find it any more exhausting. ' 

Q. There is no hope of making a man to look after more than one loom! 
A. I personally think it can be done. 
Q. 'Have you tried any experiment in that direction! 
A. Not lately. but with the introduction of universal winders I should say it is possible. 
A. Mr. Oliamber8.-I think it was said in the morning that in the Buckingham Mill 

it was tried and found that with a better standard of education they would be able to 
~~ . 

Q. I should like to know if you can get one man to,work two looms with the'universal 
winder, giving them big bobbins! 

A. The point about using universal winders is. although it is an extra process. you get 
on the bobbins at least twice the amount of yam that is wound on the ordinary spinning 
bobbins. Therefore. the weaver's labour is less because he has to change his bobbin 
half as often. That ought to make it easier for a man to look 'after two 100!Ils. 

Q. I am not quite sure whether Mr. Hargreaves said that you had developed the univer· 
sal winder to the fullest extent. Do you find any other advantage about it?- . 

A. We rewind now 75 per cent. of our weft. Although we have the big bobbin, still a 
weaver looks after only one loom. There is less waste in weaving with rewound weft 

Q. Universal winders came in only with the North rop ! 
A. We bought some earlier. We do not say that Northrops need universal winders. 

but as we have the universal winders we use them to ma.ke larger bobbins; this saves 
wear and tear on the looms and bobbins. 

Q. Raja Bar' Killia .. Kaul.-You said just ~ow that you could .imp.rove in ,the 
matter of spindles to be attended to by a. boy if there was no outside lDterference. 
Do you experience any outside interference! 

A. Mr. Oliamber8.-That is rather a delicate question. I would prefer to say that 
there is a certain amount of outside influence. I prefer to leave it at that. 

Q. Has the standard of living of the workmen risen! , 
A. That again is a difficult question to answer. We can only judge by such facts 

as come to our notice. 
Q. PreBitlent.-You can judge by the little luxuries that they go in for and by other 

ways. '" 
A. Yes,there are now for example far more wrist-watches than before. We never 

used to see them at all but now there is a good liumber. If we go to the cycle shed 
we see nearly 300 push bicycles. We think the standaroaas improved_ 

Q. Raja Bar' Ki81ia .. Kaul.-Do you notice any difference in the kind oUood they eat f 
A. I can answer that directly by saying that we supply a good quality which they 

freely buy. We supply it at cost price. I do not think I shall be wrong in saying 
~hat they spend more than 40- per cent. of their wages in our stores. 

Q. They spend the whole thing on food or cloth. or what f 
A. Some of it goes on scented soap. face powder, etc. 
Q. That is decidedly a higher standard of living. Wbat is your opinion about working 

by artificial light f 
A. I have no experience of it. We 'should not dream of using it ourllelves. '.e .. go 

in for night work. 
Q. Do you think it is practicable? 
A. '1 should say i~ is practicable. beoause I know it is done in Japan. 
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Q. It is used in some places in India too. 
A. I can only give my opinion that we do not approve of it and I cannot imagine 

anybody going in for it. Artificial light is especiaIly bad in the case of weaving and 
spinning. 

Q. Mr. Subb~ Rao.-With regara to training people, to mind more spindles is it 
purely a question of the layout of the buildings? It was etated by some one that it is 
not possible to extend the length of the name because the buildings are too smaIl. 
Would that be a real difficulty 'I The spinners cannot run from one side to the other. 

A. Mr. HargreaveB.-Supposing this is the spinning room. If two lines of machines 
run this way across the room and a boy looks after one side, I do not think there 
will be any difficuUy in his crossing the alley to the other side. It is done in Lancashire 
mil~. ' 

Q. I I1oticefrom the figures you have given that there has been a considerable reduction 
in the number of half-timers. From the year 1915, when it was 15 per cent., it has 
been steadily going down. It is now 6 to 7 per cent. 

A. In 1915 the figures were 4,300 adults and 1,800 half timers; but now they 
are 4,380 adults and 321 half-timers. That would, to some extent, lower the average 
wage in the former year. 'The 162 per cent. increase would be somewhat modified 
by that fact. We have replaced these boys by adults. Therefo~e, the total average 
wage will naturaIly be higher to that extent. 

Q. Could you tell us whether the rates' of wages also ~how a similar change? It 
is enough if you give a general answer. 

A. Yes, we have some figures for spinning. In August 1914 the average wage per 
head was B.s. 4-13-4. There was ari increase in that department in 1916 and the average 
went up to Rs. 14-6-4. ' 

Q. Have the rates increased in the same proportion' 
A. Yes, the rates have gone up. I have not got any exact figures here; but they 

must have gone up in corresponding proportion. I cannot say whether they have 
increased in the same proportion. 

Q. PreBident.-In 1920 there was a reduction from 12 to JO hours. What was 
the effeot' 

A. I have never known 12 ,hours' work. I have been here for 20 years. 
Q. Mr. 8ubba Rao.-'-Did you change after the new Factory Law or before. as Bombay 

did' 
A. All along it was 10 hours, since about 1910. 

, Q. One man mfnds one ordinary loom in your factory and you pay him about Rs. 35 
per men&em' 

A. Yes, B.s. 35·6-0 for ordinary weaving, excluding bonus. 
Q. But they pay Re. 47-12-0 for tending two looms. So the wages per loom here 

are much higher than in Bombay. Is it made up by increased output? Will it be 
about Ii times the Bombay output' 

A. I do not know the Bombay output. It is impossible to give any definite answer 
to that. 

Q. Anyway, it pays l otherwise you would not have adopted this system. It must 
be worthwhile! -

A. It must be so. 
Q. SO it is possible to employ one man to tend two looms and pay him less per 100mY 
A. We won't commit ourselves to that. . 
Q. Mr. Majmudar.-In 191 .. 15 you were employing female labour in the winding 

department' . 
A. No. No female has been employed in the mills since 1911. 
Q. Mr. Bubba Rao.-I read that there were women in your mills till recently and 

that you had some trouble and had to dispense with them? v 
A. They were all workers outside the mil~. We have them still. There was n~ 

trouble among any of the textile workers or in any other section, except among 
the building women. . 

Q. Pruiclent.-:-J uat OIie question in regard to overhead charges. What is your view 
about the valuation of mill stook referred to in Question 87 Y 

A. I am sorry that is too much of a domestio detail. I do not care to give my 
opinion on that. 

Q. I take it, speaking generally. that you would agree with me when I say that 
onoe you adopt a system, it should never be ohanged t 

A. You mean the system of valuation Y 
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Q; Yes. 
A. No, I should not approve of that. 
Q. We come now to the last section, Sectioll VII. Would you give us your views 

on the question of protection 1 Are any of the remedies suggested by the Bombay Mill. 
6wners' Association desirable 1 . 

A. We should be very pleased to have the customs duties abolished, but for the fact 
that the Government would have to get the money out of us in Bome other way. 

Q. Is the customs duty a very big item ,1 
A. It must be. 
Q. Therefore, you are not asking for anything! 
A. No. 
Q. What steps do you think the Government can take 1 
A. I do not think the Government can do anything. To be frank, I have no views 

to put forward as to what the Government should do. 
Q. If the Government can do nothing, how is the question to be solved 1 
A. The law of supply and demand will do it. 
Q. There is one more point which was raised by the Textile Expert yesterday. That 

was about the question of mills supplying prepared warp to the handloom industry. 
Do you think there is anything in that suggestion 1 

A. In the first place I am surprised to hear that. Mills do their own weaving and 
there is little surplus, at any rate usually here in our, milis. 

Q. There are a number of weaving mills certainly in Bombay and Ahmedabad who 
have surplus yarn for the market. You have none! 

A. We have also at present a certain amount on hand. 
Q. Do you think the mills could supply prepared warp to the handloom industry 1 

Would it be of any benefit-to either party if they did 1 
A. I should say that the mills would regard it as a risky proposition, the demand 

might be fluctuating and much valuable machinery will be required. I think extra 
Ilizing machinery would certainly be essential and it will cost a good deal of money. That 
will be an additional risk for the mills to take and I should regard it asan unnecessary 
risk. 

Q. Mr. Subba Rao.-I should like to ask one question about depreciation funds. 
Would you approve of any firm using the depreciation funds for the expansion of the 
plant and buildings 1 Would you consider it a wise financial policy or procedure 1 

A. I would say that depreciation funds are so very important for their own purposes 
that it is most improper to provide from Buch funds for machinery and extension of 
buildings or for other alien purposes. Tha.t is my opinion. 

Q. Pre8idenl.-One of the most bitter complaints made to us by the Labour Union 
in Bombay was about the system of compelling the workers to take away damaged 
cloth. , _ 

A. We never make them take such things., It is especially forbidden here. 
Q. How do you deal with damaged cloth? . , 
A. There is a system of fining for serious and persistent cases of )lad work and the 

total amount of fines comes to about Rs. 120 per month; at any rate it has not exceeded 
Rs. 150. And except fines for bad weaving work, all the fines collected in other cases 
go to benefit the general body of workmen. 

Q. Have you suffered, as undoubtedly you must have, from having a stock of damaged 
cloths which has to be sold at low prices, when the fault is due to the weaver? The 
question also arises as to how the amount of the fines compares with the damage. 

A. The fine does not represent 'the damage. 

Q. What is the amount of the fiI1e generally? • 
A. Fines of a rupee and more are very rare. The total for a month 18 less than Rs. 150 

for the whole mill. -
Q. If you say that'the fines amount to nearly Rs._300 a month and the wages come 

to 21lakhs, the percentage is very small indeed. . 
A. It is practica.liy nothing. Rs. 300 compared to 2 lakhs does not even come 

to one per cent. and as I said, the whole of it or at least a portion olit goes to benefit 
the general body ,of workers. 
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Witness No. 96 

Mr. RAMNATH GOENKA, MADRAS 

Oral Evidence recorded at Madras on 23rd September 1926 

President.-You .are the dubash of the Bombay Co. ! 
A. Yes. . 

Q. Also one of the leading dealers in piecegoods in this Presidency? 
A. Yes. 

Q. You told us yesterday whe~ we went round the piecegoods market that you 
are an importer of Japanese goods! . 

. A, Yes. I am an importer of Japanese goods from Calcutta and Bombay .. I am one 
of the biggest importers. There are very few who import such goods and those who do 
import only two o~ three bales, but I get about i50 bales per month. 

Q. You were telling us a good deal yesterday about the organisation of the Madras 
market, which we should like to have formally on record. You "told us that there are 
a~out 50 piecegoods dealers in Madras altogether, of whom 15 deal in Japanese 
plecegoods ! ' 

A. Yes. They also deal in other lines. 

Q. You told us that 40 mills are represented here by about 10 dealers? 
A. Yes, about 8 or 10 dealers. 
Q. All of them are Gujaratis ? 
A. Yes. 

Q. Are there any Bombay mills represented here by their own agents? 
A. I do not know. 
Q. How do the Bombay goods sell here? 
A. The dealers purchase in Bombay and bring it here. Jam.nadaq Potdar are the 

agents for all the Tats group mills in the whole of India except in Madras for the 
Swadeshi mills and for the S'1'adeshi mills M. F. Naoroji is the agent. 

Q. Take any Bombay mill. How does it sell its goods here? ' 
A. The dealers from this place go to Bombay to make purchases and bring those 

goods here. They purchase them through their agents in Bombay. 
Q. You took us roun to four or five dealers yesterday. We did not see any Bombay 

goods in those shops. 
A. You probably refer to Manilal Dhanjee. Unfortunately the proprietor was not 

there. He has got Bombay mill goods. To some extent I am also keeping Bombay 
mill goods, and there are two or three others also like that. 

Q. After all Bombay is the biggest centre in India, is it not? 
A. But Bombay goods are not very saleable in Madras. 
Q. That is exactly what we want to know. Can you tell us the reason why? 
A. The reason is that Madras is a very smaIl market. Madras requires only a limited 

number of bales every month. Another reason is that the usual quality of Bombay 
is different. Bombay mills make goods for their own market and also for the Calcutta 
market. They sell the grey shirtings, dhotis and other thIngs in lots of thousands of 
bales to the Caloutta market and the Northern India market, and if the Madras people 
want 5 or H) bales of the Madras quality they do not consider it worth their while to 
s~lld them to Madras, unless the Bombay mills are stooked in such goods. 

Q. Your experience goes to show that Bombay pays no great attention to these parts' 
A. They do not. 
Q. They do not pay any attention to the requirements of Madras, whereas the Ahmed. 

abad mills do ! 
A. The Ahmedabad mills have come to do business in Madras only during the past 

four years. Formerly, they were not on this market. They began to try their goods in 
this market some four years ago. They now sell at least Rs. 50 lakhs worth of goods per 
year. I know one man who is an agent-whom we met yesterday-who is buying Rs. 20 
laIr.hs worth of goods every year. Kesari Prasad of Messrs. Advanoe Trading Co. sells 
Rs. f) or Rs. 6 lakhs worth of goods. There is another man Chhaganlal Lakshmi Chand 
to whom we did not go yesterday, who deals in these goods to the extent of about Rs. 15 
or Rs. 16 lakhs every year. Besides all these dealers like myself who are not agents of 
any mills go ourselves to Ahmedabad to make direct purchases, and we have got also 
our agents there and we make purchases through them. . 
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Q. So you find that the Ahmedabad mills are much more accommodating and are 
muoh more ready to give you the stuff that is saleable here or the stuff that you want 
than the Bombay mills ! . . 

A. Yes. 
Q. Now, ooming to the Japanese goods, I think you told us yesterday that the m;in 

line of Japanese goods ooming here is grey shirtings! . 
A. Yes. 
Q. After that comes striped shirtings' 
A. Yes. 
Q. There is not very much sheeting ? 
A. No sheeting and very little or no T. cloth. They are mostly grey and striped 

shirtings; aIso Japanese orepe. 
Q. You also told us that no Japanese stuff is coming to Madras by sea? 
A. Very little oomes by sea; I would put it at not more than 100 bales a year, 

,Q. Is that due to the fact that there is no direct service to Madras? 
A. Yes. . 

Q. SO, all the Japanes6'goods coming to this Presidency come by rail from Bombay 
or Calcutta ! 

A. Yes. 
Q. I think it is also all of the same width, 44'. 
A. Yes. In Calcutta they get 38'. All over the Madras Presidency, we get only 44'. 
Q. What is the average consumption in Madras of Japanese goods ? 
A. About 500 bales a month, i.e., of shirtings done. In striped srurtings the 

oonsumption will be 100 cases a month. Crepe will' come to 100 cases a month-
altogether about 700 cases a month. . 

Q •. How many yards will there be in a case' 
A. 1,900 or 1,925 yards in gray shirtings, 1,000 yards in crepe and 1,200 yards in 

striped shirtings. ~ 

Q. It, is not very much more than a million yards a month' • 
A. But the demand is every day increasing. 
Q. Why do YOIl consider it is increasing? 
A. The people have a liking for the Japan finish. I am told that these Japanese 

piece-goods are made of ring yarn. There are two sorts of yarn, one is ring. yarn and 
the other is mule yarn. I think all the Indian mill goods are made of mule yarn. In 
some oases they are made of both. • 

Q. There are very few mules in India. . 
A. But the people have a liking for the Japanese finish and the whiteness of the yarn 

and they say that it is strong enough. 

Q. Do you oonsider it is a better q ua.1ity , 
A. Yes. 

Q. How do the prioes c:ompare with the Indian mill goods ! 
A. There is really no comparison between the price of the Indian mill goods and the 

Japanese goods. The Japanese goods are made of yarn of more than 30s and the 
Indian goods are made of yarn below 30s. That is why there is no comparison. 

Q. Take one of those pieces of cloth which you have got before you. What is the 
price of that piece ? 

A. This is 44 inch X 38 yards. The price is Rs. 10·4-0. 

'Q. What would be the price of Indian shirtings? 
A_ This one is 44'. I will get thicker cloth of the Ahmedabad mills qua.1ity. The 

Bombay mills will be llibs. 44", and there are other qualities dso which are 9 or 81 Ib8. 
But they are very thin, not close woven. The one is 248 oounts quality and.the other is 
288 or 30s counts quality. That is why there is no oomparison between this and that. 
If you want t? have Indian mills quality at Rs. 10-4-0, it will be quite a different quality •. 

Q. What will be the qua.1ity? 
A. It will he thicker. 

Q. What counts? 
A. It will be about 268 or 28s. 

Q. And the weight' 
A. The weight will be 8 Ibs. 
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Q. What is ~e.. weight of this thin oloth ? 
A. 611bs. 

Q. Does it ,mean that the Japanese quality is not to be got from the Indian mills! 
-- A. We tried to get the cloths of many of the Indian mills to match with the Japanese 

cloths. We sent the Japanese cloths to the Nagpur mills, to the Lakshmi mills, to the 
Vishnu mills and other mills; but we were not able to match even one quality of the 
Japanese. The Nagpur mills were able to match it to some extent in one [quality, at 
any rate the quality was more or less equal to the Japanese quality. But then the price 
came to about Rs. 2 higher than that of the Japanese quality. 

Q. You do not know why their prices should be so much higher! 
A. I think "it is on acoount of mismanagement. 

Q. Surely not in the case of the Empress, Lakhshmi and Vishnu mills ! 
A. Those mills are making profits. 

Q. It pays them better to make other things! 
A. Yes. 

Q. As far as you know, have any Bombay mills sent anybody down here to go round 
and see what the people want! 

A. We never come across auoh people from Bombay. 

Q. Do you think it would be worth their while! 
A. Yes. But they do not care for the Madras market. That is the trouble. During 

the war period, for four years, they were able to sell their goods to the extent of one 
crore a year in this market, so much they were able to sell here. The Bombay people 
a.!ways want war-time. Having taken sweets during war-time, they would not take 
bread now. I was in Ca.!cutta for about two years in an Indian piecegoods firm. My 
firm was one of the biggest in Calcutta dea.Iing in Indian piecegoods from Bombay. I 
was selling about 20,000 bales per year of Bombay and Ahmedabad mill goods. I know 
with the Bombay mills we had to face so much troubles and difficulties. If you purchase 
a thousand bales from Bombay, if the price goes down, they will give delivery in proper 
time; if the price goes up, they will say that the shipment was delayed. If they ca·nnot 
delivt'r the goods, either we have to take a further shipmt'nt, or cancel the goods. When 
the market is higher, we are expected to cancel the goods. Then we have to take tho~e 
goods at the sweet will and pleasure of the millowners. 

Raja Hari Ki&~.an Kaul.-We have just heard on the contrary, that Ahmedabad 
people were worse dealers than Bombay millowners. That was the information we 

go~. It is so. Ahmedabad people do dea.! in that .. ~ay. They do not give the right 
qualities; they do not give the right counts of yarn; they a.!so take into account the 
rise and fa.Il in the market in giving delivery. In spite of that they are able to make 
their sales in Madras because they have cared for the Madras market. 

Q. Do you buy from Ahmedabad because you get the proper quality or is it that you· 
find it cheaper to buy from Ahmedabad!' 

A. I find it oheaper to buy there. Of oourse they send very bad qualities. In spite 
ilf the damaged and bad stuff they sometimes send we find it cheaper to buy from Ahmed
abad. 

Q. The main reason is that cloth made by Bombay miIls is dearer than cloth made 
ill Ahmeda.bad' 

A. Yes. 

Q. It is not tha.t Bomba.y mills do not produce the sa.me qua.lity ! 
A. No. They do not produce the quality suitable for the Madras market. 

Q. For instance, ta.kll dhoties! . 
A. Dhoties and sized cloth deUla.nded here is 44· X 61 yards. They do not produce 

that quality. 
Q. We were told at Bomba.y that some mills were1>repared to sell even one bale! 
A. If they have got stock. 

Q. They ha.ve plenty of stock' . . 
A. That would not be suita.ble to the Ma.dras market. For mstance, we want dhotles 

of 34· X 61 yards, but what they have is 44· x 10 yards. 
Q. Is it because they do not manufacture that kind of oloth rather than that they are 

unwilling to sell in sma.Il quantities ! 
A. Yes. 
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• Q. We were told that cloth made in the Empress mills is substantially the same as tb t 
lDlported from Japan? a 

A. Yes, they matched one quality. 
Q. And the difference in prices is Rs. 2 per piece ? 
A. Approximately Rs. 2 per piece. 

Q. You told us some time ago that the mills wanted to make higher profits. 
A. Yea, I think so. -

Q. Have you any idea as to what profits they were charging f 
A. Yes. 1 know that in the Calcutta market we used to buy chaddars from them 

which is of the. same quality as t~at given by Hinginghatmills, but the price would 
not oompare WIth the Nagpur mills. 

Q. I want to know whether they were selling higher because their cost of production 
was higher, or because they wanted to charge higher profits f 

A. I think Nagpur mills sell all their goods at a very good profit. 
. Q. Yo~ have no idea of their cost of production! Otliy you think that they charge. 

hIgher pnces Y , 
A. I do not know actually what it would cost them; but I think they must be making 

good profits. ' 

Q. You do not know whether it will pay them to sell at Rs. 2 less a piece f 
A. No. ' 

Mr. Subba Rao.-You gave a comparison betwet'n Japanese goods and Indian goods. 
You suggested for Rs. 10·4·0 you get only a much heavier and coarser quality from the 
Iudian mills. Can you make a similar comparison with English goods? . 

A. English goods alae will be Rs. 10·4·0, the same price for same quality. 
Q. Which will be bought in the Madras market! 
A. Japanese, because they like that finish. 
Q. You do not sell English goods f 
A. We have tried to some extent. But they have not got the same finish. 
Q. Is it a different finish or a better finish ? 
A. It is a different finish. The people p~efer the Japanese finish. I have got here 

two samples of the sa.me quality of Japanese and English cloth. . 

Q. I want to see that. (The witness handed over two pieCes of cloth.) They .are 
approximately of the same fineness? What is the weight Y 

A. Yes. Japanese 10 Ibs. English 101 Ibs. 

Preaident.-J s it due to the calendering Y 
A. Yes. They cannot,give the proper finish. .People think it is not good cloth. 

Q. Is that 80 really? 
A. There is a finish in English goods. Dealers do not go in for it because the finish 

makes the people think that it is a lower quality though it is made of the same kind and 
quality of yam. It was more size and does not look like the Japanese .cloth. " 

Q. It is merely an impression Y But it is the same kind of cloth Y 
A. Yes. 

Q. What I want to know is whether there is anything in, the Japanese cloth that 
makes.it different fr6}m the other cloth. Are the Japanese selling a cloth which we 
cannot import from England, i.e., which cannot be had here from England 7 Would 
that be true Y • 

A. Here we cannot sell it at the same price. For every 100 bales of Japanese goods 
that we sell, only about 50 baIt's of English goods of that quality are sold. English goods 
have, to some extent, succeedt'd in getting the Japan finish. In due course they may 
find better sale. At present people have a preference for Japanese goods. 

~ Q. SO the competition is between Japanese goods 'and English goods and not between 
English and Indian goods? • 

A. I think so." ' 
Q. The Japanese have been trying, so to speak, to capture the market here for English 

goods, and not trying to oapture the market for Indian goods Y 
A. No, not of the Indian goods. 
Q. The Indian milIs could not produce those qua.llties of English anrl; Japanese goo~ ? 
A. No. Both English and Japanese goods are of 40s and also there IS a. consumptlOn, 

ef J,OQO jJllJes a month .of Japanese 40s yam. 
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Q. I am not speaking of yam. I am speaking of cloth. As regards cloth, is Japanese 
cloth gaining ground at the expense of the English cloth of the same texture, or is the' 
English cloth maintaining its old' position in this market? 
. A. Yes. Japan is gaining gro~nd a~ the expense of the English good~. Formerly, 
T. A. Taylor and Company were unportmg about 400 bales per month of grey shirtings 
from Manchester. Now, they are importing only 20 or 25 bales because Japan has 
taken that place in grey shirtings. 

Q. Do you import from Ahmedabad only heavily sized goods or also bleached goods J 
A. Both. . , 

Q. For example,' taking bleached shirtings of fine counts made in Ahmedabad. are 
they salea.ble in Ma'dras ? • 

A. Yes. They are saleable here. There is no competition betw~n' Ahmedabad 
shirtings and those of Japan or English. They have each got their ,own market. 

Mr. Majmudar.-Were you importing any shirtings from Ahmedabad or Bombay! 
A. Yes. Grey shirtjngs. And also from Tata mills, but not so much now. 

• Q. Were you getting any grey shirtings from Bomba.y two years back! 
A. We were getting them four or five years ago. 
Q. To what extent? 
A. Very little; just ten or fifteen bales. 
Q. And from Ahmedabad? 
A. Formerly, we were getting almost nothing. It is only for the last five years that 

we are getting something from Ahmedabad. 
Q. Formerly were grey shirtings coming to Madras from Bombay or Ahmedabad! 
A. They were neither coming from Bo~bay nor from Ahmedabad. 
Pre8ident.-Where used they to come from? 
A. Formerly, English shirtings were sold in Madras. 
Mr. Majmudar.-Do you deal in yarn also? 
A. I am· mainly dealing in yarn. 
Q. Do you get 40s from Indian mills ? 
A. I don't think so; we were getting it largely from Japan. 
Q. Does it sell in any quantity? . 
A. In 1924 there was much speculation in Madras market in 408. I could even sell 

then 500 bales for future deliveries just as in the case of cotton speculation. At that 
time there was considerable speculation in yarn. We 'used to deliver both cross reel 
and plain reel yarn against our future delivery contracts. The price of cross reel was 
about Rs. 5 per bale cbeaper than plain reel in Japan. 

Pre8ident.-ls Japanese yarn now Rs. 5 cheaper? 
A. Cross reel bales were being_imported in Madras sometimes and it was being lIold 

Rs. 5 or 10 cheaper than plain reel. I got myself 600 bales then and of cross reel and 
others also got about 400. On the whole about 1,000 bales were imported in Madras 
from Japan of cross reel. We wanted to deliver these bales against our future dE'livery 
contracts, but people would not take them at all and we were unable to sell them for 
six months. 

Q. What happened iIi the end? 
A. They were sent to Cooonada, Salem and other places and with difficulty we disposed 

of a few bales and then we sent them to Erode. After all, we were able to dispose of 
them in 6 or 7 months. 

Q. You were making a profit' 
A. I made a loss of about a lakh of rupees. Weavers do not want cross reel. They 

do not like it because they are habituated to plain reel. 
Mr. Majmudar.-You get 20s yarn from the local mills! 
A. We get this .quality from Pondioherry, and from Choolai mills. Formerly, the 

Buckingham and Carnatic mills were supplying some quantity of 20s yarn, but now 
they are using it for piecegoods purposes. From Madura mills we are getting lot. Then 
we have got Gokak mills supplying it. There is a consumption of 2,000 bales per month 
of 20s in Madras. 

Q. Is there any complaint about short length! . 
A. Not in regard to these mills. There is a lot of complaint about 208 we!'re ~ettin~ 

from Ahmedabad. 
,Q. Do you get any yarn from Bombay Y 
4,. 'fes, we get fl:om Currin:lbboys. 



Q •• Is there any complaint about it ! 
A. No complaint about Currimbhoys. 
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Q. Is there a complaint about passing in yarn of lower counts! Say 20s yam turning 
out to be 18s f 

A. No. . 
Q. Are there any such cases t 
A. Say from Ahmedabad again. There is complaint in regard to yam supplied by 

the major portion of the mills in Ahmedabad. In Ahmedabad they make 40 Jbumar 
ticket in which there is no complaint. 

PruidenJ.-Are the Ahmedabad mills underselling! I think somebody told us that 
the'Ahmedabad and Sholapur mills were underselling. 

A. Not Sholaput. Ahmedabad is underselling because their quality is lower, though 
they call it a good quality and sell it at a lower rate. 

-Q. Have you anything else to tell us, Mr. Goe:ma t 
A. One thing I am anxious to put before the Board. I am quite against imposing 

any duty on Japan or English yam or piecegoods. 
A. Why' Because there is absolutely no competition between Indian and Japanese 

goods. Both have their own separate spheres. Japanese mills deaUn One line and the 
Indian mills. in another line. If any duty is imposed, only the poor people will suffer 
moat, because price of Japanese and English goods will go up and automatically the 
price of Ahmedabad and Bombay goods will be put up a little bit higher, and naturally 
people do not like to pay higher prices. 

Q. The Bombay millowners say that if Japanese goods do not directly compete with 
their goods, their prices will not be high., . 

A. I do not think so. I will just give you some figurea. In Japan there are only 64 
mills. They work them day and night, and they have got only 52 lakha of apin41es 
whereas the Indian mills have got 80 lakhs of spin~es. Japan can take advantage only 
if there is a difference in prioe between Japanese and English goods. Of oourse if you 
put a duty, the millowners will take the opportunity to raise their prices. That is my 
impression. If this Board can do anything, they may reduce the freight because when 
we get goods from Ahmedabad we have to pay Rs. 30 for a bale. If the freight is reduced, 
it will benefit the millowners and the people. . 

Q. Why do not people send by sea ? 
A. They will have to send the goods to Bombay from Ahmedabad. 
Q. Would not that be cheaper! 
A. Not cheaper because you will have to pay carting charges, etc., for transport to 

Bombay, and even from theretheohargeis Rs. 20 pe! ton. That is the freight for 
steamers. ' . 

Q. You Say it is not cheaper to get Bombay goods by sea than by rail ? 
A. It is so to some extent. Because we have to insure the goods.when we send them 

by sea. Ultimately the charge will be the same in both cases, or perhaps there may be a 
little difference of IS per cent. Another thing I want to say is that the 40s which we 
get from Indian mills,is negligible. If a duty is imposed on English or Japanese 40s, 
Indian mills would not be able to supply these 40s. I have got figures here to show that 
only 220 thousand lbs. of yarn above 40s are of Indian manufacture. Then from 31 to 
40s they can prepare only 18 million Ibs.; 21 to 30s, 150 million Ibs. ; II to 20s, 340 million 
Ibs.; 1.to lOs, 130 million Ibs. Seeing that the 40s made by Indian mills is not even 
Ii per cent. of the total yarn and also that their 40s are of short length, which cannot 
be used for warp but only for the weft, while the Japanese yam can be used ~oth for. 
warp and weft, no duty is necessary to be put on yarn. Only the Madura mill yarn 
can be used for warp, but it does not pay them to produce 40s. It ~ much bett~ for 
them to produce 20s and counts below 30s. Whatl want lastly to say JB that there lS nO 
competition between the Indian and the English or Japanese goods, and that no duty 
need be imposed either on imported yarn or oloth. 
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Witness No. 97 

Mr. N. G. RANGA, NIDUBROLU, GUNTUB. DISTRICT, MADRAS PRESIDEIfCY 

Written Statement dated September 1926 

1. The Fiscal Commission recommended - that the _ Tariff Board yhould satisfy itself 
in dealing with claims for protection, as tothe following conditions :.....,. -

(a)- Tha~ the industry possesses natural advantagt'S; 
(b) That without help of proteotion it is not likely to develop at all, or not so rapidly 

as is desirable; . , 

{e) That it will eventua.1ly be able to faoe world competition without 
proteotion ; ' • 

Though the cotton industrY of our country oan satisfy the Board as regards the first 
and the last conditions, I a.m afraid it will be impossible to supply. convinoing proof 
to RUpport the secorid claim. The In~an cotton mill industry is able to monopolise the 
market below 30. and for oounts 30s and 40s it is in no inferior position though the 
imports are greater than home production. But above 40s it is able to supply only 
1 of the total ootton goods imported from other countries. -

Indeed the Bombay Mi1Iowners Association does not 1ay so muoh stress upon the 
competition between the Indian and foreign l'roducts in Indian markets as it does upon 
the compoti~ion in the Chinese markets. It ilLsaid that the Bombay cotton mill industry 
is unable to carry on any more and so needs the special protection of the Government. 
It is relevant to enquire why it is unable to carry on. 

A few months ago the Bombay ootton mill- industry was saying that if the Cotton 
Exoise Duty were to be abolished, all the ills of that industry would disappear and it was -
on the condition that the Government should abolish that duty that it decided to postpone -
its proposals for cuts in the wages paid to the workers. _ But evidently the protection thus 
given by the abolition 'of -that3i per cent. duty has not been suffioient to enable this 
industry to staud on its own legs. It is ouly reasonable to doubt how far the proposed 
_ additiona.l import duty will be effeotive in helping this industry to face the world's 
competition better. - -

It is the sorrowful experience of every country whioh has deoidu! to support the 
industrialists as against the vast masses, that once a beginning is made in giving protection 
to a powerful industry suoh as ours in question, there is and there oan be no end to its 
demands to further grants of protection and the country is provided only with'a badly 
manned, inefficiently organised and insufficiently financed industry. Our own country 
can be no exception. At present there is an a.1l·round import duty of 11 per oent. on all 
cottoD goods and ever since the abolition of the Cotton Excise nuty, the protection 
afforded by the State has a.mounted to 11 per oent. and the industry demands an 
additional proteotion of 171 per cent. . 

'If we give this protection at all we must be sure fo!' what purpos~ the nation's money 
is wasted, If it is to assist an industry which is in its infant stages and is unable to faoe 
world oompetition it can be argued that the people staud to gain by giving it some 
protection. But it is impossihle to argue similarly in giving proteotion to any industry 
whioh is in a dominating position in the home market but seeks to monopolise and is 
unable to keep its former hold upon a foreign market. Surely it is asking the Indian 
publio to waste their good money just to enable the capitalists to reap high dividends 
though their industr' is very ineffioiently organised and badly run. 

-Even in the Chinese market, it is not the Japanese imports whioh are ousting our cotton 
imports but it is the production of the Chinese industry itself. Wages are very low in 
China; workers labour for very long hours, and oosts of' ereoting machinery and 
construoting buildings are lower than in India and Japan. The cotton imports from the 
Madras Presidenoy have been steadily on' the inorease ever since the end of the war. 
This Chinese indigenous industry concent.rates mainly upon very low counts. So it ill a 
wonder how the Indian industry can hope to capture the Chinese market. -If it seeks to 
lower the prioes of its goods below the costs of production and oover the lossos incurred 
hereby by gaining at home from the higher prioes made possible by the additional 
protection, then its trade with China will be styled as co dumping" and the DOOr oonsumel' 
in India is made to bear the oosts of suoh .. dumping." . 



529 

it IS true that the Madras c'?tton mill industry is 'finding it inconvenient that so much 
Japanese yam should be sold In the local markets but it is as yet unable to supply even 
half as m~ch ya~ as is ne~ed by the. mills and handloom weavers in the Presidency. , 
The few mills whIch are also Interested In weaving are unable to satisfy the local demand' 
fully and so there can be no question of serious competition with world trade in the 10caJ 
markets. Indeed ma~y millowners argued with me, when I visited them tha.t their 
industry can support Itself ably i.n the co~petition with Japa.nese industrY. 

2. I am of opinion that the presel/-t crisis in the cotton mili industry of our country 
!-' due to the ina.bility of the industry to adjust itself to the changed conditions of trade 
In tbe post-wa.r da.ys a.~d to ~-orga.!,ise itself in such a. wa.y tha.t over-ca.pita.lisa.tion does 
not result and t~e most ineffiCIent mills a.re closed down. Consequently over-ca.pitaJisation 
~~ted to .. senous extent and ~e millowners find it impossible to realise commensura.te 
diVIdends upon the wa.tered ca.ptta.L' If it ha.d not been for this fa.ct of unnecessary over
capita.lisation, the figures of dividends would not ha.ve seemed to be 80 smalL Otherwise 
how could the millowners run their mills inspite of the so-ca.lled grave situa.tion of the 
industry t The spinning mills in the Madras Presidenoy have been realising on the whole 
~ta.ble dividends and are not in any way seriously mena.oed by this gra.ve 
81tUa.tiOn. 

3. I believe tha.t the Indian cotton mill industry is a.t present very inefficiently 
organiRed for the following reasons :-

(a) The wages of labour are less in India.n mills than in the Ja.pa.nese cotton mills. 
An English worker in a cotton spinning mill in Chorley earns more tha.n six times as 
much as his brother worker in a Coimbatore mill in the Madras Presidency. Wages 
paid in the Madras cotton mill industry are generally very much lower than those in 
Bomba.y. 

(h) It is comparatively easy for the mills in the Bombay Presidency and it is very 
easy for the Madras mills to secure their labour.' But it ha.s beoome extremely difficult 
and costly for the Japa.nese cotton mill industry to secure sufficient Ia.bour. It ha.s to 
keep pa.id agents all over the country to recruit workers and even when recruited, it 
ha.s to ta.ke many safeguards to prevent such workers from running away • 
. (e) Japan imports the greatest part of the Tinnies (Ka.runga.nni Nos. 2 and 3) from 

the Madras Presidency while India.n industry buys the local cotton. 
(d) The oost of erecting and equipping mills is very ~uch grea.ter in Japan tha.n, 

either in Engla.nd or in India. 
(e) Japa.n imports all her textile ma.chinery justtke Inwa from England. 
(/) Ja.pan ha.s to fina.nce her cotton mill industry by borrowing at the same rate of 

interest as In__ (It is never below 9 per cent.) 
Thus it caB be seen that India is much better pla.oed tha.n Ja.pa.n in the preliminary 
oonditions of SUCCE'SB. But for some rea.sons Japa.n ha.s been able to increase the number 
of her spindles and looms at a grea.ter ra.te tha.n India in the pa.st eight, yea.rs. In the 
same period the Ja.panese imports of cotton ya.m a.nd piece-goods have been on the 
increase in India and ha.ve come to compete with Indian ma.nufa.otures in the Chinese 
markets very successfully. Wha.t could be the reason unless it wa.s all due to 'the 
inefficient organisa.tion of our cotton mill industry?' . 

4. The capitaJists a.nswer that the J a.pa.nese millowners work double shifts, employ 
mostly women labour, work their la.bourers much longer than in India, use child labo~ 
and work during nights with women and children. Though the 1921 Factory Act 19 
not properly enforced in Japa.n and though it is true that Ja.pa.nese workers la.bour for 
longer hours tha.n our workers, we must realise that such ca.uses as our millowners find, 
could not ha.ve 80 ma.teria.lly contributed to the grea.ter success of the Ja.pa.nese cotton 
mill industry. We must a.dmit that the J apa.nese industry owes tlluch to the exoellent 
organisation and the efficient workers. 

5. So I am afraid that· the millowners demand that tbe Indian consumers should 
sa.crifice much in order to subsidise, 80 to spea.k, their inefficient industry. .In all due, 
justice we must a.dmit that the rura.l ma.sseB who will chiefly suffer from the proposed 
additiona.l duty, are not in a position to sa.orifice so much out of their sca.nty ea.rnings. 
Most of them are suffering from periodicaJ and long spells of unemployment ca.used by 
the agricultural industry and they are a.lready asked to make good the deficit, ca.used 
bY,the abolition of the Cotton Excise Duty, in the na.tiona.l revenues. 

6. If at all the Boa.rd finds tha.t this industry needs a.ny help fl?m the Govemm~nt 
just to enable it to reorganise itself and to become able to compete WIth Japa.n and. China 
jn the Chinese markets, then q. bounty is the best means by which help ca.n be fendered. 

)10 y 422-.34 
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It can be ~mporary "and depends upon theaIqollllt of cloth exported. Then imports . 
need not be taxed additionally and the people need not pay higher prices for their cloth 
than at present. Moreover it will prevent the capitalists from selling their manufactures 
much cheaper abi:oad than at home. . 

7. The present sta.te of things must be kept intact, i.e., a protection of 11 per cent.. 
duty for some time to come. The people are already used to the sacrifice needed by 
7t per cent. import duty and it is a well-lrnown dictum in public finance that an old 
tax is less intensive in its incidenoe than a new one. But in fact it is for the counts of 
40 and over, that protection is needed for Indian cloth as the competition is almost negli
gible between India and the rest of 1lbe world. The handloom weavers need this protection 
as it is their goods which chiefly have to competEl,. with the foreign goods and as their 
industry is not yet able to stand on its own against.the competition of the mill industry. 

8. The present duty on the import of yarn should be immediately abolished as it 
presses very hard upon the poor handloom weavei's. It gives in fact an indirect and 
differential protection to the millowners as against the handloom weavers since the 
coarse goods manufactured by the former become cheaper since they are manufactured 
with local yam than the finer cloths prepared by the latter. Both the masses and the 
voiceless handloom weavers suffer at present from the iniquitous impost and the sooner 
it is abolished the better it will be. 

9_ I do not believe in lower wages and the lowering of wages will not solve the diffi
culties of this cotton-mill industry. The Board will do an immense amo)lnt of good to 
the country and this industry if it properly investigates the possibilities of reorgani
sation of the industry and advises that the recommendations of the Board should be 
carried out by the industrialists. The Government may then decide to render help to 
this industry provided the suggest.ions of the Board are carried out. It is unjust and 
uneconomical to spend the nation's money on this industry without providing for condi. 
tions of speedy recovery. It must be one of those conditions that the wages of labour 

'should be proportionately raised in accordance with the help given by the Government. 
In one of the Australian States it is provided that workers shall aIsp be gi ven a share 
intJu! benefits of a bounty or protective duty. 

10. I respectfully suggest that the masses are voiceless and the members of the 
Assembly are over-awed by the power of this industry in politics and so the Board and 
the Government must think themselves to be the trustees of the ultimate interests of the 
people and try their best to see that no unnecessary help is given undeservedly to this 
or any other industry .. 

I may be allowed to state that I"am the author of the following theses approved bv the 
Oxford University :- • • 

(1) The Cotton Mill Industry of the Madras Presidency. 
(2) The Handloom Weaving Industry of the Madras Presidenoy. 
(3) The Eoonomio Organisation of seven Villages in the Guntur Distric'.· 
(4) The Family Budgets of Handloom Weavers (180). 
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WitDess No. 98 

. Sir BARIRAM GOENKA, GOENKA HOUSE, C.ALCtry.'TA 

Written 8~nl tlaWlJOtla Seplember, 1926. 

The preeent depression in the cotton industry is a world-wide one and is not confined 
to Bombay only. The explanation is obvions; price of cotton goods is still comparatively 
higher than the average price level. and the relative purcha.ing power of the people, so 
far as cotton goods are concerned, is Icss than that of the pre-war days. In the case of 
the Indian industry' the situation has been rendered acute by both internal and external 
factors. On one side there is overcapitalisation, lack of efficient management, over-' 
production, loss of touch with the consuming market and such other defects, while on 
tbe otber the appreciation of the rupee, depreciation of Japanese yen, labour facilities 
in Japan and such other factors encouraged imports. Most of the factors are, however, 
temporary, and I am inclined to believe that sooner or later, probably sooner, adjustments 
will take place to the altered cireumst-snces. The depression after all is a pas.~ing phase 
and does not nOOtossitate such a drastic mellJlUre as the imposition of a general duty on 
import~. If the Bombay mill-owners put their house in order and if the Government 
rednce the duty on stores and machinery, remit taxes like the 'super-tax, and grant other 
minor prayers, I am sure that the industry can be placed on a· profitable basis. Figures 
for the production of yarn and piecegoods by the Bombay mills show that the industry 
is Bt:ll expanding and if the cost of production can be adjusted to the price level in the 
country there' cannot be aDY dallger from foreign competitors, now that the excise duty 
has been removed and the protection amonnts to a full eleven per cent. But at the 
ssme time I believe that Japan has oome unfair advantage over India in labour, State 
888istance and allied factors. I do not object to an additional duty on Japanese goods 
to neutralise tbeir advantage: on the other hand I welcome it, provided th~ duty can 
he levi"d without necessitating similar dutil'.s on all imports ("VI. t~ trade convention ~ 
with .Tal'an of 1905). I am strongly opposed to a general increase in tbe duty. Inspite. 
of the "Dormous develo,.ment of the Indian mill industry' the country .still imports 
lal'ge quantities of foreign piecegoods. In 1925 fndi"", mill made piecegood, put on the 
markt't amounted to 1,789 million yards, while the .figure for the net imports of 
foreign piecegoods was 1,746 million yards. The first result of the imposition of the duty 
will be to raise the price of textile goods to the great inconve,niencc and distress of the 
people. Already the price of textile manufactures stands at a higher level than the 
average price. Any further rise in th" price of cotton goods will materially affect consump
tion and I am afraid that the gain of the mill owners by the rise will be more than 
neutraliSt'd by the curtailment of the sal". If there were any prospect of India's becoming 
independent of foIt'ign supply in the near future, the imposition of the duty would have 
hastened the progress towards the goal, but with absolutely no such possibility, 
the duty will .imply add to the distre.s of the people. I do not support the idea of 
imposing additional duty on yarns. The indigenous weaving industry is slowly reviVing
additional duty on yarns will retard its development. I do not believe in the efficacy 
of imposing duty on imported yarns up to certain count .. as the foreign shippers, if they 
so desire, will be able to avoid tbe duty by shipping yarns of slightly higher counts. 

JII0¥42~jl4p 
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Witnes* No. 98 

Sir HARIRAM GOENKA, CALCUTTA 

Oral Euidenu given on hia behalf by Rai Baliad'Ur Badridas Goenka at Oalcutta 

on 1M 30lh September, 1926 

Preaidenl.-What is your exaot connection with the cotton trade, Mr. Goenka' 
A. Our firm are the sole piecegoods brokers to MeSSl'8. Ralli Bros., Calcutta. 

Q. You are Sir Hariram Goenka's brother Y 
A. Yes. 
Q. Have you any ·experience of Indian or Japanese pieoegoods Y 
A. Not direotly, but indirectly, from what information J can get from the dealers. I 

have not handled the Japanese goods myself. 
Q. You are in olose touoh with the pieoegoods market? 
A. Certainly. 
Q. The first thing we shall be glad to know, if you can tell us, is how far the Japanese 

piecegoods compete with those from the United Kingdom Y 
A. The Japanese piecegoods oompete with goods .from the UnitA:d Kin~dom in respec:t 

of grey shirtings and drills and latterly also dhooties and the Umted Kingdom trade lD 

the first two is praotically gone. 

Q. Gone to Japan' 
A. Yes: and for minor styles also, for example fancy styles, checks and so on. 
Q. Are they made from the same oounts of yam , Are the .Japanese goods of coarser 

yam than the Uni~ Kingdom goods ! 
A. Generally they are of ooarser yam, though they do not compete with qualities ma~e 

of yams of equa.! counts. But they are generally made of coarser yarns. What I mea~ IS 
that goods from the .United Kingdom might be made from 40s and 50s and goods commg 
from Japan would be perhaps 308 and 409. 

Q. What I want to know is-and we are anxious to obtain as much information as we 
can on the point-what proportion of goods frolIl the United Kingdom are lIlade of 
yam between 30s and 40s ! 

A. Imported into India , 
Q. Yes. 
A. It is rather diffioult to say. 

Q. Is it a large proportion' We were told yesterday by the Piecegoods Sub-Committee 
of the Caloutta Chamber of Commerce that there is a very considerable import of piece. 
goods from the United. Kingdom which are made of yams between 308 and 40s. Would 
you agree with that opinion , 

A. Is it 30s and 4Os! Or w<?uld you include 40s and 50s in that' 

Q. No. As far as we can find out from the analysis of such Japanese cloth as we have 
been able to get, the bulk of the Japanese shirtings and sheetings which come into this 
country is made of yarn between 308 and 40s and therefore we want to know what propor. 
tion of similar goods from the United Kingdom is made of yam between those counts ! 

A. But my point is that they do not compete with just the same goods made frolIl 30s 
and ~Os. 

Q. Your point is that 30s and 40s from Japan compete with 40s and 50s from the 
.United Kingdom! 

A. Yes. As a matter of faot I could name certain qualities ~gainst which the Japanese 
are importing. They are not exactly 409 and 50s; but they will be 30s and 4Os. And in 
the market also Japanese goods compete against those particular qualities. 

Q. I quite appreciate your point there. But the point is that the Bombay Millowners I 
Assooiation and other witnesses before us have suggestoo. that, in order to meet Japanese 
oompetition, there should be a duty on yarns below 409 and on oloth made from yarns below 
40s; and we want to know whether the effeot of Ruch a duty would be entirely felt by 
Japan or whether it would also affect goods from the United Kingdom' 

A. It would aff"ot goods from the United Kingdom also. 
Q. To what extent! . 
A. It would affeot more partioularly Caloutta than other markets~ beca.use we do ~erq 

mQre grey gOOdS tra.de th~ tll11 otllw ffqvipc\l~, . 



Q. To what extent would it affect imports from the United Kingdom t 
A. Of Calcutta I cau say hut it is very difficult to say of others. As a matter of fact 

that queation wae put to me yesterday by a Government official and I put it doW1\. at 
about'15 per cent. 

Q. It is a very appreciable percentage any way, in your view t 
A. Yes. ' 
Q. It is a point in wMch we are really interested. 
A. Whenever-We find qualitiea in the market going against the Mancheater qualities 

we have sent those qualities to Mancheater for their appreciation. 
Q. You have sent Japanese qualities til Manchester! 
A. Yes: If they are not exactly the same qualities, they are similar qualities and in 

every case the pricea quoted by Manchester have come to a much higher figure than 
those at which the Japanese can sell them. 

'Q. To what do you attribute the ability to sell at that lower price f Have you studied 
that aspect of the question at all ? 

A. Theoretically. I have DO practical experience. I had never been to Japan. But 
I think the general belief is ,that double shift working in Japan helped by the employment 
of women labour is the cause and they also get some indirect bountiea. 

Q. But the trouble is that nobody knows to what extent. 
A. I admit that. . 
Q. Sir Hariram ('.oenka says that he would not object to an additional duty on Japaneae 

goods to neutralise their advantsge. The Bombay Millowners' Association have worked 
out the advantage and make the advantage derived from the double shift 5 per cent. 
Would you oonsider it worth while imposing a duty of 5 per cent. against Japan f Do you 
think -that will be of any use to the industry ? 

A. It will be some use. 
Q. Would it be worth while 1 As Sir Hariram points out, it would necessitate the abro

gation of the Anglo-Japanese Trade Convention. Would it be worth while abrogating 
the Anglo-Japanese Trade Convention? 

A. But if it would help the Bombay mill industry ! 

\ Q. Would it help them to an extent which would balance the disadv,/-ntage arising from 
the abrogation of the Trade Convention? 

A. It is rather difficult for me to say what the disadvantage would be. But even 9. 
small duty will certainly help. It may not neutralise altogether all the advantages. But 
I do not know whether 5 per cent. duty will be sufficient. That is what the Millowners' 
Assooiation have worked out; you say! 

Q. Yes. Have you any views on the competition between Indian piecegoods and 
Japanese piecegoods 1 You say that the Japanese piecegoods compete with the Lanca. 
shire piecegoods. -

A. And they oompete with the Indian goods as well in ~ome particular qualities. 
Q. Which .ones ! ' 
A. In grey shirtings, and in striped twills there is one partic~ar quality of striped 

Japanese twill which they sell very cheap. , 
Q. What counts is that made from? 30s and 40s ? 
A. I should think so. It is a coarse cloth. 
Q. You would not call ~loth made from 30s and 40s coarse cloth, would you! - -, 
A. No. Not generally. But it might be made of 30s and 30s. It is a peculiar kind 

of twill. . 
Q. Can you Send us a sample of that t 
A. Yes. In grey drills also they do a very big business. 

Q. We obtained some usefUl eviden~ in ~adr~. They:told ~ various points which 
worked to the disadvantage of the Indian mi1ls m companson WIth the Japanese, such 
as the superior finish of Japanese g~lOds, th~ uniformity. of their yarn and points of ~hat 
kind. You are speaking from specl&l expenence of Indian goods. Have you any VIews 
on that y , 

A., It is a fact that Japanese piecegoods are well made and well finished. They are 
steadily increasing their range of qualities-grey shirtings, sheetings, drills. No:w they 
are goin~ to dhooties, twills, ohecks, eto. 

Q. Is this increasing imports of dhoties a new feature f • 
A. Yes. It has been growing more quiokly during the last two years. 



(;1. Have you any views as to the way in which the Bombay mill industry couid he 
assisted in its present condition ? . 

A. When the cotton industry all the world over come to better times, the Bombay 
industry also will improve. 

Q. Why is Japan having such a better time than any other country ? 
A. Because of the advantages that Japan has got over other countries. 
Q. Do you think they really amount to very much? Double shift working has been 

worked out to amount to 5 per cent. by the Bombay Millowners' Association. 
A. They have worked out to 13 per cent. -

Q. 13 per cent. includes the advantage-due to the depreciated exchange. H the 
depreciated exchange gives such an advantage, how is it that the importe from the United 
Kingdom have not been increasing very rapidly also? -

A. The exchange with the United Kingdom is now practically at a fixed level. 
Q. So is the Japanese exchange now. 
A. But it waa different. 
Q. But that advantage has disappeared. 
A. Only lately. 

Q. You think that the results of the disappearance of that advantage are not yet 
manifest? -

A. To a certain extent. 

Q. The Japanese exchange is now no more depreciat~d than the British exchange. 
A. Yes, but the result is not quite so manifest perhaps. There have not been many 

sales lately owing to the depression in the market generally. 
Q~ Do you think there are any signs of diminution of Japanese competition in the last 

- few months or is it as strong as ever? 
A. The proportion is certainly as strong as ever. There has been less business done 

in all piecegoods now, but the proportion of Japanese competition is not less at all. 
Q. What is the outlook in the market here generally? 
A. G!oomy for the present. 
Q. That is due to ? 
A. To the losses they are making. 

Q. Also I presume to the recent reports on the American orop which has still further 
undermined oonfidence in the stability of the present level of prices. Is that so ? 

A. Yes. 
Raja Han Kishan Kaul.-You say that imports from Japan of clot~ made of 30s to 

40s yarn oompete with the imports from the United Kingdom made from 40s to 50s ! 
A. Yes. 
Q. H all imported oloth made out of 30s to 40s oounts were placed under an additional 

import duty, ordinarily the imports from the United Kingdom of cloth made of 40s to 
50s would be at an advantage in competing with the imports from Japan which are made 
from 30s to 40s. Now I just want to ask how you say that the imports from the United 
Kingdom will be affected to the pxtent of 15 per cent. ? -

A. What I meant was that of the imports of piecegoods to Calcutta, 15 per cent. were 
made of oounts below 40s. Then again if you put a duty on goods made from 308 tQ 40s, 
the manufacturer oould easily manufacture oloth of 32s and 42s. It would not make 
much difference. 

Q. The line would have to be drawn somewhere. 
A. But it would not be effeotive. • 

Q. It would be effective in so far as the bulk of the trade is between 308-and 40s, and if 
the limit was fixed at 42s or 448 or something like that, then if the importers manufactured 
the same oloth from yarn of 438 or 45s oounts the bulk of the manufacture between 30s 
and 40s would still be subject to the additional duty. 

A. They would ohange their yarn and instead of manufacturing 30s they would manu-
faoture 328. -

Q. That would inorease the difference between their manufaotures and the lines in the 
Indian mills with which they oompete. - . 

A. Two or three oounts won't make an appreoiable differenoe in the quality. 

Q. It would make some difference. 
A. Two br three oounts is almost negligible. 
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Q. You think that the attempt would be ineffective because wherever the line wall 
fixed it would be possible to go one or two counts above it ! . . 

A. Yea. 
Q. Have you any idea of what counts are used by the handloom wea.vers ? 
A. It depends upon the kind of cloth they make. The handloom weavers generally 

use fine imported yam; for instance, in the Dacca industry they use imported yam. 

Q. We have been told that they use either very coarse yam or very fine yam-lOs, 
128 or 15s or 50s, 60s or 70s. 

A. Yes, a very large amount of 40s grey yam is imported into India. It must be 
used somewhere. Of the grey ya.m, I think the percentage of imports in 40s would 
be much bigger than in 50s.&nd 60s. . 

Q. And most of it comes from Japan? 
A. Below 40s hardly anything comes from the United Kingdom, I think. 
Q. What I wanted. to ask you was if you knew what proportion of yam of above 40s 

counts and· below 40s counts was used by the handloom weavers. 
A. I could not say. . 

Q. If the proportion of yam of counts below 40s is small, then they are using only 
that much imported yam and the bulk of the imported yam which they are using would 
be over 40s. 

A. I do not think so. I should think that the bulk of the yam used is coarse. 
Q. The coarse yam is mauufactured by the Indian mills mostly. 
A. And also imported from Japan. At times Japanese 20s yam is much chea.per 

than the locally manufactured 208 yam. 
Q. That would be th~ object of a protective duty, v'z., to enable the local mills to 

sell at an advantage in respeot of yam imported from Jap&.n. It is only in yarns which 
are not manufactured by the Indisn mills that a protective duty would be unnecessary, 
and to enable the handlooms to carry on their trade without obstrnctien it would be 
neceseary to keep those yarns out and exempt them from duty if the proposal were 
accepted. So you think that if that proposal were considered and an import duty 
was put on yarns up to 40s, the handlooms would not suffer. 

A. They would suffer. It would make coarse yam dearer to them. 

Q. The yam manufactured by the Indian mills would still be available to them, 
except that the price of this yam would probably rise, not perhaps to the same extent 
as the duty. 

A. Sales may not be to the same extent. 
Q. But the imported yam which they use mostly for the finer cloth would still be 

free of duty and they would be able to get it at the same price. 
A. Yes; they would be handicapped so far as the coarser yam is concerned. 
Q. Therefore their disadvantage would not be so grea.t. 
A. You mean they will be in a position to buy the locally made yam? 
Q. Yes. _ 
A. But it would put up the price of all yam. 
Q. Slightly; and the mills will always have the fea.r of the foreign importer placing 

on the market yam at lower prices in spite of the duty if they raise the price of yam""too 
much. 

A. All the same, they will be able to put up the price to the extent of the duty. 
Q. You have said just now, not to the full extent. 
A. It may not be to the full extent. 
Mr. 8ubba Rao.-Are you interested in the import trade generally or only in the cotton 

piecegoods Y 
A. Only cotton piecegoods. 
Q. Any other lines ! 
A. Not In import. We do exporting business. 
Pruident.-What export business Y 
A. Jute. 
Mr. 8Ubba Rao.-The written statement says that 'the present depression in the 

cotton industry is a worldwide one.' I want to know whether you see signs of depression 
in any other trade Y • 

A. Yes, in jute. Whenever the raw material is at a very high level, the iJildustry is 
at a disadvantage. 



Q. And that is a passing phase? 
A. Since this letter has been written, cotton has become cheaper. 

Q. Jute also ? 
A. Not much.' -
Pr68idenl.-The jute industry is in a state of depression at the moment! 
A. Yes. 
Q. Are they making profits? 
A. They are making profits. 
Q. Is that due to the drop in the raw material? 
A. Yes. 
Mr. 8ubba Rao.-Then a fall in prices would lead to increase in prosperity? 
A. Not in the transition stage. Just now the loss in the jute trade is due to the fact 

that they are holding stocks of raw material at higher prices and they have to sell their 
manufactured product at a lower level. 

Q. When they have exhausted the stock, then it will be possible to sell more and make 
profits t . 

A. Yes. 
Q. Now I thiIik you said just now that as regards Japanese goods their quality and 

finish are better than those of the corresponding Indian goods ? 
A. Yes, generally speaking. 

Q. Therefore is not the Japanese advantage in the Indian market due to the fact that 
they put on the market better goods and not merely because their goods are cheaper on 
account of the labour conditions? If they work double shift and employ women labour, 
it must lead only to more output of the same sort. But the goods are different in quality. 
So, will it be possible to get over. that advantage by limiting the hours of labour ? 

A. The qualities might be different. But qualities coming from Japan go against 
certain qualities manufactured here. They are not identical qualities; but they displace 
certain qualities that are ~oing well here. 

Q. Could you give some 'concrete example t My difficulty is this. The advantages 
in Japan which are suggested are double-shift working, employment of women labour and 
so on. They should lead merely to increased output. But from what you say there is 
also difference in quality and finish. Can you get over that advantage? Suppose Japan 
accepts the new Convention and reduces the hours of labour or gives up female labour, 
she will still retain the advantage of putting better goods on the market. 

A. But not at the present prices. It is both the quality and the prices. 

Q. She is able to produce at comparatively low prices articles of better finish T 
A. I do not mean that in every caSl' the articles are better. What I mean is that 

supposing there is a quality going in the market which sellsat Re. I, the Japanese put 
up another at anuas 15. They will not put up the indentical one. But this quality 
displaces the other quality. 

Mr. 8ubba Rao.-They are sufficiently close to each other for the imported goods to 
displace the Indian goods ? 

A. Yes. 
Q. Then you say that the Indian mill industry has lost touch with the consuming 

market. What do you mean thereby? 
A. They do not take such good notice of the requirements of the consumers as perhaps 

Manchester does. 

Q. Could you give a concrete example? 
A. For instance packing. Goods coming from Manchester.are packed so well that 

even after such a long journey they arrive in Calcutta in a much better condition than 
perhaps goods coming from Bombay. 

Q. SO, it is more a m:tter of goods not being packed! 
A. No, I am giving that as an instance. 

Q. That is not tbp same thing as not being in touch with the consuming market. 
Thereby we understand they do not understand the differences in taste or fashion. You 
are now giving an example of the middleman. being .a loser because of bad 
~kin' • 

A. T\e middle~n is an important ring in the chain. If the middleman loses the 
trade suffers ultimately. During the war, the mills had such good times that they got 
into the" habit of not studying the needs of the consumer so well. 



Q. I want to get an example. In what way have they not studied the needs of your 
market f Can you point out any respect in which the Bombay mills or the mills in India 
generally have not studied the requirements which have been studied by Japan or 
Manchester f 

A. For instance I do not think the Bombay mills have been trying to improve their 
qualities. 

Q. Not giving you higher counts, or different patterns ? 
A. In every way I mean. Every country tries to do business on a larger scale; in a 

larger number of qualities perhaps, in a larger number of varieties and also improves the 
qualities they are giving. . 

Q. Take for example dhooties or shirtings. Could you say in the last three orfour years' 
in what respects an improvement was wanted by the consumer which was not made by the 
Bombay mills and which has been made by Lancashire or by the Japanese, and therefore 
these latter have captured the market? 

A. The consumer does not go to the market and· say, I want this and this. The 
Japanese milia or the United Kingdom mills are manufacturing newer styles. 

Q. Can you give us an example of a style which has come to the Bengal market in the 
last three orfour years which the Bombay people have not been able to put on the market? 
We want one or two concrete examplea as to where the Bombay mills have been failing 
and have made room for their competitors by lack of attention to the market. 

(There was no answer.) 
Q. Passing on toanother topic, is the trade organisation differentforimported cotton 

goods as compared with the organisation for goods from Bombay or other producing 
oenttes in India? Do they pass through the same mercantile organisation, the same 
number of people, or is it different? 

A. It passes through the same number of people perhaps. The system of working is 
difterent. 

Q. Does it make for difference in efficiency? 
Pre8idem.-Wbat is the system? 
A. Here generally after the goods have been landed we give them three months' time 

during which to clear and then a month and a half to meet bills. 
Mr. Sttbba Rao.-The goods will be arriving in the importer-'s godown before three 

months and. even after he has taken delivery he is allowed a month and a half to pay ? 
You are the importing houses, and who buys? Is the buyer a Calcutta man! 

A. Yes, a Calcutta man. First of all he haa three months to clear the goods and then 
he has another one and, a half month. 

Q. That is to say, he can get control over the goods for 41 months without paying you 
for it. 

A. I say that for three months the go.ods are in our godown. He can take delivery 
whenever he likes. 

Q. You give him three months' time to clear the goods ? 
A. And after delivery we give him Ii months' time. 
Q. He does not get control of the goods for the first three months ? 
A. He can have control whenever he likes. 

Q. I hardly see he has got credit because he has not the commodity in his controL 
A. If he is not in a position to take delivery we keep the goods for him. 
Q. You give him three months' time? 
A. Even after three months if he is not in a position to take delivery we keep the goods 

for him and he pays a certain rate of interest. -
Q. After possession of the goods you give him 6 weeke. more to make payment' 
A. Yes. 
Q. Is that the usual practice in the import trade--6 weeo' credit' 
A. We allow them Ii per oent. off. The usual terms are, we sell at a oertsin prioe and 

if he takes delivery within the three montblJ we give him Ii per cent. off his price. If he 
does not pay after delivery he does not get the fullIl per cent., though he gets some 
reduction. 

Q. Then what about the local trade' This is 88 regards import trade. 
A. It is the same. 
Q. From Bombay' . 
A. So far 88 I know they pay cash in Bombay on delivery. 
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Q. So there is difference as regards the credit accommodation given by importing 
houses as against that'given by the Bombay mills t 

A. Yes. 
President.-Are not those arrangements taken into consideration in fixing the price t 
A. It must be. 

Mr. Subba Rao.-That is an important point. You put up the price t 
A. It stands to reason that whenever we keep the goods for so many months we should 

take that into consideration; We do not calculate the full three months for instance but 
calculate a certain average. 

Q. Therefore you are charging in his case on the possible delay of three months 1 
A. Not of three months but whatever is the average, Now that is an advantage to 

the buyer. H he wanted credit at any moment he could not get it, but here he has got 
it ready arranged for him. 

Q. Do you also import Japanese goods 1 
A. No. 

Q. Could you tell us if Japanese importing houses give similar accommodation? 
A. Yes, they do. 

Q. A man ca.n keep goods for three months in. the warehouse and take six weeks for 
payment 1 
. A. Praotically all sales made in Calcutta of imported goods are worked .on ,the same 

lmes. . _ 

M,.: Majmudar.-How does the finish of the Japanese goods compare with that of the 
English piecegoods! In the same quality of piecegoods, which is considered to be better 7 
English or Japanese t 

A. I have not come across any exact qualities. It is very difficult to say unless we 
could see the two qualities exactly alike. 

Q. What is the general opinion t Are the Japanese goods better in finish than the 
English t . 

A. What do you mean by finish t 
Q. The feel and appearance of the goods. , 
A. I do not think they are better than the British-made goods. 

Q. Do they sell more and more simply because of the low prices ! 
A.,Yes. 

Q. Can you give us an idea about the difference in prices of Japanese goods of a 
particular range competing with English goods of approximately equal quality 1-

A. I have just now explained that we do not have the same quality, but we have 
qualities coming from Japan which compete with some other similar qualities from the 
United Kingdom. _ In such ca.ses, we send them to Manchester for their appreciation 
and valuation; and in every case Manchester have valued them at a higher figure than 
our goods. .. 

Q. How much higher! How many annas higher ! 
A. About an anna in the rupee, perhaps more. They were selling those goods here 

lower than ours. The total would come to about 5 to 6 per cent. 
Q. 5 to 6 per cent. ! 
A. Yes. 
Q. I had an impression that many of the Bombay and Ahmedabad mills had got their 

agents here 1 
A. Yes, they have got their agents. 

'I 

Q. And that they are paying a handsome commission to the agents and the agents 
allow 45 days credit for payment from the date of delivery of goods 1 

A. I do not think so. I know for a fact that whenever sales are made in Bombay 
and Ahmedabad, they are made for cash, but I am not sure. 

Q. How many Bombay mills have got their agents here! . 
A. I could not tell you~ Many of them have. I am not in close touch with that line. 

Q. Have you any idea as to the rate of commission! 
A. I do not know. 
Q. Evidently you are not in touch!· -
A. I am in touch with the trade so far as it affects the market generally, and the same 

buyers buy these goods, but we do not know the internal working. 



Q. C:." you tell us the terms on which the agents m&ke 9&1es, and mention other det&lls 
reg&rding the 9&me ! 

A. No. 
Preaidenl.-There is one point which was mentioned to us in M&dr&s and that was 

that the Japanese goods a.re preferred to Manchester goods for dyeing and printing 
'purposes because they absorb less dyes. Is that your experience? 

A. No. I think there had been some such t&lk a few years back, about 5 or 6 yea.rs 
ago, but nowadays there is no such impression in the market. 

Mr. Majmudar.-How is it that the Japanese yarn is selling more thall the .English 
yam! . 

A. Because it is cheap. 
Q. Now we have been told that it sells at a bigher price. 
A. Japanese 40s yam when it first st&rted was of a far better quality than the yam 

now coming in. 
Q. It has deteriorated ! 
A. Yes, 40s. 
Q. Since when! 
A. Since the last two or three years. 
Q. And still it commands" 9&le as before! 
A. Yes, I think so. 
Q. Are you sure ! 
A. I cannot 9&Y, but !think they are in the 9&me brands. 
Q. Why are the prices of Japanese 40s higher f , 
A. Not all"'-a panese 40s and not all English 40s. There &l"e differences. 
Prll8ldenl.-From the figures we have got we find that the Japanese yam, 40s Yam. 

is selling at an anna a pOlllld higher than English! 
A. There are cert&in 40s English yam which sell higher than Japanese yarn. 
Q. It depends on quality? 
A. There are superior qualities of English yam also. The ordinary qualities of Japanese 

40s a.re, I think, better than the ordinary Manchester qualities. • 

Mr. Majmudar.-Hence they command better price and sell also to a very great 
extent! ' 

A. Yes,jt sells. But I do not think there is ·the 9&me premium now as there was 
about four years ago. 

Prll8ident.-They· dropped their quality! 
• A. That is my information. 



Witness No. 99 

Mr. K. M. MUKERJI, CALCUTrA 
/ . 

Written Statement dated tM 2nd October 1926 

DAooties.-The qualities of Indian mills, made of yarns spun by them, and which are 
running in this market, are competing with certain qualities from Manchester of threads 
26 to 33 per I; ~nch square for which I beg to propose a protective tariff of 15 per cent. 
on invoice value as per schedule. . 

Exceptions to this are mull, white yam and fine mull dhooties of Manchester although 
comingln 29 threads and upwards. Finished and jacconet dhooties of more than 33 
threads per I; inch square of Manchester are also above competition for the following 
reasons. No protective tariff has therefore been proposed which remains same, ,;iz., 
11 per cent. on invoice value as shown in the schedule. 

1. Low qualities of white yarn dhooties are coming in indifferent styles of repp 
borders which the Indian mills cannot make. 

2. Qualities are mostly standard and are kept running even sacrificing the whole 
of middleman's commission, if such occasion arises for which there is a general 
demand. 

_ 3. Indian mills have to bear additional duty to import the class of yarns to make 
these qualities. 

4. Indian mills do not maintain the excellence of make.up -and finish which is 
greatly valued in better and finer qualities. ' -

The qualities of dhooties wlllch Japan has recently been manufacturing, are very 
similar to the Manchester standard, under 33 threads per 1 inoh square, and as the 
same have been found comparatively cheaper in a steady market, the qualities have 
been introduced into the market and are imported. I propose a protective tariff of 15 per 
cent. on invoice value as per schedule. 

fkey and Finiahed ShirtingB, JacoonetB, fkeenend MuUa.-Although there are qualities 
of Manohester and Indian mills running, Japan has practically captured \he market by 
selling appreciably cheaper than Manchester. The defect that stands in the way of 
oompetition by Indian mills, is not that they have to import yarns to manufacture but 
that they do not maintain the uniform standard of the qualities and are badly wanting 
in make-up and finish leaving asi, the question of price. _ 

The qualities of shirtings or jacconets that are imported from Japan appear to be of, 
threads under 36 per 1 inch square, and the protective tariff I propose is 15 per oent.' 
on invoice value as per schedule. ' 

OhudderB, Dukreea, and Tickreea.-These are imported from Manohester of threads 
under 35 per 1 inch square. There is absolutely no competition going on either 
with Indian mills or with-Japan in these styles in this market. No protective tariff has 
therefore been proposed whioh remains the same, tJiz., 11 per oent. on invoice value as 
per sohedule. 

Whitea.-The Indian mills ~ doing very little in thilt line in'this market which is 
practically oontrolled by Manohester with the exception of certain qualities of Japan 
which are oheaper. I do not propose any protection. 

Fanciea.-Out of the various styles in this line, the qualities of ordinary coatings, 
shirtings, drills, etc., which are selling in this market are mostly of Indian mills. It is 
not that they are oheaper only, but also durable and of fast colour which is wanting in 
the Manchester qualities of the same value. No protection is therefore necessary. 

As regards better qualities of the aforesaid desoription and other -styles in this line 
muslin, artificial silk fancy, artifioial silk fancy voile, linings, warp satin, pongee, bril
liantines, etc., which are selling in this market are mostly imported from Manchester. 
None of these styles are available from Indian mills or Japan. Consequently no 
proteotion is required. 

It is to be noted here that Italy has been able to compete with Manohester in oertain 
qualities of some of the styles in fanoies. 

WooZlena.-Although the qualities of Indian mills whioh appear to be similar, if not 
identical to Manohester stuff, have been introduoed into this market, they are reported 
to be not durable and wanting in Shade and finish for whioh Manchester stuffs are 
preferred and I do not think that the protective tariff will be of any use. 
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SCHBDULB 

Artioles 

DAootiu. vlZ., finished, mull, jaCoonet, 
white yarn, shirtings. and 

fine mull 

Shirli1l{/8 (grey and finished) 

J~ (grey and finished) 

Green eM muU8 

fler linch IItJU'Ire 

22 threads or 1_ 
221 aDd up to 36! threads •• 

Except mull, white yarn and fine mull 
dhootiee.. .• •• 

Except chudders. duckrees and 
tickreeB •• 

More than 37 threads 

Present 

11 per cent. 
11 per cent. 

11 per eent. 

11 per cent. 
11 per cent. 

Rate of Duty 

Proposed 
on invoice vrdue 

Same on invoice value. 
15 per oent. on invoice 
value. 

I Same on invoice value, 

::1 
Do. 
Do. 
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Witness No. 100 

THE HOSIERY MANUFACTURERS ASSOCIATION OF BENGAL 

Written Statemem.dated Calcutta, the 1st November,1926 

The peouliar feature of the hosiery industry in Bengal is that the entire capital and 
the whole of the labour staff are Indian. The supervision and management are also 
self·contained and it does .not employ any foreign labour. Cotton, the necessary raw 
material, is abundant in this country. India supplies her own needs and exports cotton 
to other oountries. There is a market handy in Bengal to consume the articles manu
factured. There is in Bengal a vast field for the hosiery industry to grow and develop. 
In the year 1919·20 Japan exported to India about 1841akhs of rupees worth of hosiery 
goods, &Ild in one department of it, viz., in the cotton line. Besides Jap&Il, the United 
Kingdom, Germany, the United States, Straits Settlement, Switzerl&Ild, Italy &Ild China 
80180 export hosiery to India. 

- It is a recognised principle in every civilized country that any article consumed in 
it should be produced in the country itself, even if it does not export anything at all. 
Even the Government of India recognised it during the last war. India must be self 
oontained. 

The Bengal hosiery has no competition with English imported hosiery. They work 
in different ohannels altog.ther. It is a nascent industry, which, if protected for a 
definite period, will be in a position to hold its own against foreign competition. 

As it is, the present annual out· Put of the Bengal hosieries alone is about 30 lakhs 
of rupees, as against Japanese imports into Calcutta of under· wear and other- sorts 
of about 221akhs of rupees in tbe year 1921.22, which rose to about 311akhs in 1922·23 
and 39lakhs in 1923·24, and which stood at the high figure of about Mlakhs in 1924·25. 
The corresponding figures for the wbole of India during tbese periods being about 45 
lakbs, 64 lakhs, 75 lakh~, 86 lakhs and 111 lakhs of rupees. If the Japanese unfair 
competition is taken away, the production of the Bengal hosieries would be increased 
to four times the present value even with machinery that is now working in the industry 
without any further addition. But in protection the industry will receive a stimulus 
whioh it never did before. - -

There is enterprise at the back of this indigenous industry. It is being built up against 
a hard struggle due to internal difficulties &Ild unfair external competition. The vital 
necessities for the growth of this industry are present. Jap&Il offers &Il unfair com· -
petition against the industry in several ways. 

The bounty fed Japanese imports st&Ild in the way of a healthy growth of the industry 
. to a large extent. The Japanese m&Ilufacturers are protected in their own country 

by a high tariff wall and as such she has absolutely nothin~ to be afraid of there in 
the shape of foreign competition. Japan did not ratify the international labour con. 
ventions rcstricing the hours of labour, while India has done so. This affects tbe Bengal 
hosiery industry adversely. If Japan chooses to disregard the recommendations of 
international labour conventions. this nascent struggling, indigenous industry ought 
to be protected against the unfair competition thus set up by Jap&n, armed, as she is, 
with her well organised bounty fed industry. 

Another aspect of the unfair Jap&Ilese competition is that it exports cheap &Ild useless 
'articles, whioh would not sell in &Ily other cOWltry. Jap&Il takes adV&Iltage of India's 
poverty and illiteracy. The average Indian purchaser cannot discriminate between the 
full value offered by a product of the Bengal hosieries &Ild is duped into purchasing 
a worthless article offered at a cheap rate by Japan. In point of quality and durability, 
the Bengal hosiery is superior to the Japanese stuff. But there is often an easy market 
for a oheap article here, and having taken up a lot of this stuff, the purchasing power 
of the local market is unduly diminished 80 far as our goods are concerned. This 
state of things is a national waste. It may be effectively stopped by protecting the 
industry of the land against such foreign exploitation. The question of revenue is not 
the only criterion and the revenue itself on 1111akhs of imports is small. Of late Japan 
haa introduced a far more serious attempt at ruining this industry completely, by taking 
&Il unfair advantage of certain loop holes left in the Indian Merchandise Marks Act of 
1889. This act, while it enforces tbat every piece of textile article manufactured within 
India shQu!d be marked in a pu~llular fasqion &Ild ~l'OvideB ~naltieB for transgression, 
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against th.e provisions of the Act, does not provide for such articles imported into India 
from outside. ,..hen they are unmarked. Japan took advantage of it, and is exporting 
unmarked goods without the country of origin marked on them. She has also slavishly 
Imitated some of the well known trade marks.and also other peculiarities of size, shape, 
boses, etc., of the standard products of Bengal hosiery which have a big market. She 
is sending out large quantities ef these articles, some in an unmarked state, others bearing 
ooloorable Imitation trade marks. This unmarked hosiery affords opportunities to 
certain unscrupulous local dealers to mark them with coloorable imitation marks, to • 
the great detriment of the Bengal hosieries. These articles are passed off in the local 
market as products of Bengal hosiery. The ignorant purchaser i. led to purchase this 
stuff &8 indigenous articles. This affects the indigenous industry in a number of ways. 
The spurious articles are sold at dumping prices and in increasing quantities. The 
putchaaer purchases It a8 a Swadeshi article, as he cannot find out the country of origin, 
which is not marked. 1'he local dealer gets a bigger return on it and he would not sell 
the genuine one. 1'he genuine manufactures are difficult to sell, and large stocks have 
accumulated, necessitating a forced curtailment of production and consequent unem· 
ployment of labour. 

At the last sess[ons of the Indian Legislative Assembly, Mr. K. C. Neogy, M.L.A., 
introduced a Bill. mainly adopted from the recommendations of a departmental committee 
of the British Government regarding legislative action in the United Kingdom in the 
interests of certain Empire goods. The Bill provided that the local origin shOUld be 
indicated on the Japanese imported hosiery and other textile articles, so as to prevent 
fraud and unfair competitioft to the struggling Inwan indllstries. Unfortunately the 
Bill could not be taken up as there was no non-official day for it and the Bill automatically 
feU through. The introduction of the Bill had unnerved the local importers. But wit.h 
the lapse of tie Bill Japan has started exporting this class of goods with redoubled 
energy to an extent unknown before, and it has seriously affected the sale of Bengal 
hosiery. Large stocks have just now accumulated which have seriously handicapped 
the industry to an extent not known at any other period of time. Among many other 
disadvantages, this undue accumulation of stocks at this juncture, is just now threatening 
a faU in prices of the Bengal hosiery below·the cost price, which would ruin the industry. 
Unless the industry is protected at this crisis, it may be too late, and those that are 
struggling fot a bare existence will be compelled to close down like so many others that 
have already done so. 

The hosiery industry was taken up largely in Bengal, w~ichJs .an important ~arket 
for theso articl...... The first hosiery factory that came mto bemg was, the Onental 
Hosiery, Ltd., Kidderpore, Calcutta, with a capital of twolakhs of ~upees. It had a we~1 
equipped plant and experts were brought out from England to tram local labour. ~h's 
concern came to grief. The following table shows some of the concerns that have smce 
stopped work :-

1. The Oriental Hosiery, Ltd. 
2. The Bengal Hosiery, Ltd. 
3. Nawab and Singh. 
4. The Economic Hosiery Mills, Ltd. 
5. The United Bengal Hosiery. 
6. The Capital Hosiery. 
7. The Calcutta Hosiery Mfg. Co. 
8. The Globe Hosiery. 
9. The National Reviva.l Hosiery. 

10. The Pioneer Hosiery. 
ll. The Marwari Hosiery. 
12. The Gangnapore Hosiery. 
13. The Gupta. Hosiery. 
14. Mittra. Brothers (Bariaal). 
15. Mittra. Brotheers (Balia.gha.ta.). 
16. The Kama.la Hosiery. 
17. The Aryavarta Hosiery. 
18. J. N. Ghoses Hosiery. 
19. The Saraswati Hosiery. 
20. L. Benerjee's Hosiery. 
21. S. N. Kumar. 
22. The Chanderna.gar, Hosiery. 
23. The Gouribari Hosiery. 
24. B. Barooa.h. 
25. The Sibpore Hosiery. 
26 •. The KaIlla.la Homery (Rongpore). 
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27. S. C. Chakarbarti (Sira.jganj). 
28. The Chowdhuri Hosiery (Coooh.Behar). 
29. Mahendra Chakravarti (Bhola, Barisal). 
30. Kanailal Daga. 
31. The Indian Hosiery Co. 
32. The Asiatic Knitting Co. 
33. M. C. Dutta. 
34. Tobarak Ali (Howrah). 
35. Ashutosh Banerjee (Nadia). 
36. Jalpaiguri Hosiery. 
37. Sarkar Brothers (Dacca). 
38. Das Brothers (Dacca). 
39. Jnan Chandra Saha (D~ca). 
40. Bysack Brothers (Dacca). 
41. The Gurpar Swadeshi Cloth and Hosiery Co. 
42. Net-ai Hosiery. 
43. The Konnagore Hosiery. 
44. The New Indian Hosiery. 
45. R. Banerjee. 
46. The Rama Hosiery. 
47. Banerjee Brothers. 
48. The Brothers and Sisters Hosiery • 

. 49. The Nimta Hosiery. 
50. The Panihati Hosiery. 
51. The Kar Hosiery (Midnapore). 
52. The Assam Valley Trading Co. (Tezpore). 
53. The Cuttack Hosiery. 
54. The Bankipore Hosiery. 
55. The Madras Hosiery.' 
56. The Benares Mohila Hosiery. 

The list is not complete. It shows that .efforts were not wanting to bring into being a 
new industry in this couotry. Some of these factoriE's did excellent service during the 
war a.nd supplied ,hosiery for troops in the field. Sinoe the termination of the war. how. 
ever, although hosiery is still required for the troops, they were deprived of Government 
patronage. Quite a number of these conoerns were forced to olose down as a result of a 
very keen anfil. unfair Japanese competition. 

The industry comprises well equiped hosiery factories and also hand machines. About 
1,000 hand maohines are lying idle throughout Bengal. H the hosiery industry is 
sufficiently protected many of these might resume work again. The above list represents 
a eystem of plants oapable of turning out about 500 dozens uodershirts and hose per day. 

Those factories whioh have not succumbe!i yet, employ about 700 machines. They 
comprise chiefly English, French, German, ·1\merican and. Japanese machines. The 
types of machines used in the industry are (I) plain tubular fabric machines, (2) flat 
bed knitting machines, (3) loop wheel machines, American, German and French, (4) 
automatio hose knitting maohines and (5) oiroular and flat bed hand knitting machines . 
. One section of the Bengal hosieries is purely a cottage industry, employing hand 

machines. They turn out sooks and hoses, made up of cotton, wool, cotton and wool, 
artificial -silk, worsted. The ootton they use is purely Indian, while'· wool, artificial 
Bilk and worsted are imported. It is difficult to find out their. actual output. Their 
output is sold from Rs. 3 to Rs. 6 ,per dozen. Their oompet.ition is with Hongkong, 
Japan and China. They pay an import duty of 15 per cent. on wool and artificial silk which 
they use as raw materials. This section of the industry will be greatly relieved if wool, 
artifioial silk, needles, machines and maohine parts 8.re allowed duty free into India. 

The factories using power principally turn out cott.on and artificial silk uoderShlrts. 
Here the Japanese eompetition is the keenest. During the war, they made profits and 
increased their plant. Except one or two, the general position of these factories is that 
the profit they make in some season of the year is swallowed up during the slack seasons. 
Just at present there is a heavy stook acoumulated, and there is no chance of clearing it 
unless they are sold at a loss. The bumper orop of America, the 1·611: exchange and 
consequent lowering of imported yarn prioes, have brought 80 singular depression to 
the industry. All this is aooentuated by cheap Japanese imports capturing the market 
and turning away the indigenous artioles from their own land. The result is that some 
oonoerns oannot make any profits out of their transactions others have aotually run into 
debt; while their oompetitor Japan is safe in her own couotry being proteoted by import 
duties of over 100 per cent; and in SOmll inst&l1oes of about 600 per cent. and 700 per oent. 
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'In: the w..tory of the ta.riff even of India a special exemption has always been mad.e when 
a duty ~ tho~ght likely to impede the development of that industry or in the interests 
of other mdustnes or of the country as a whole. Thus the tariff as imposed in 1894 and 
which remained unaltered till the close of the war, consisted of a low uniform rate of 
duty imposed on nearly all imports. Special exemptions were however made in the 
case of raw materials, machinery, iron and steel. On the other hand liquors and tobacco 
were singled out aa capable of yielding good revenue at comparatively high rates of 
taxation without any injury to the country. Exemptions have also been made in the 
case of rubber, cotton ropes, etc., which would otherwise have yielded a revenue of 15 
per cent. Simila.rly in the case of cotton yarn exemptions were made in the year 1896 
which was admitted free of duty into this country until recently in the year 1922, whe~ 
the need for more revenue waa felt and the Government of India raised the general rate 
of duty to the high figure of 15 per cent. and the cotton yam which had been duty free 
waa taxed at the low rate of 5. per cent. The character of the present tariff will make 
this abundantly clear. There is a free list maintained even today. An important class 
is taxed only at 2i per cent., a second at 10 per cent. and a third at 30 per cent. while 
Buch largely consumed commodities such as cotton piece-goods, cotton yams, sugar, 
petroleum and matches, in addition to liquor and tobacco are taxed at special rates. 
Obviously, therefore, considerations other than those of revenue only cannot ,have failed 
to influence the framing of a ta.riff of such high duty and with a great variety of rates 
with special rates anct free lists. 

So far as protect~n is concerned the Government of India has since the year 1919 made 
big departures. The export duty, which hitherto had heen levied solely for the sake of 
revenue was frankly put forward in the case of raw hides and skins as a measure of 
protection for the Indian tanning industry. The result has been obvious. Tl)is indigenous 
leather goods industry haa thrived exceedingly well. The Indian markets are now flooded 
with shoes, bags, cases and other articles manufactured in India where imported articles 
used to re!~ supreme. 

Another novel principle'then introduced was to provide fora rebate of two-thirds on the 
duty of hides and skins exported to the Empire and tanned there. The Tata Iron and 
Steel Co. has since been protected, and the building of railway waggons in India has 
been encouraged with a big rebate. The Indian match industry has been protected by 
a tariff wall of about 200 per cent. of the value of the articles. 

The Indian Fiscal Commission, in discarding a general system of Imperial preference, 
recommended that no preference be given which would in any way diminish the protection 
required by Indian industries. In another recommendation the commission has provided 
that the industriCl! for the development of which conditions in India. are not unfavourable, 
be adequately protected, if necessary. They recommended a policy of discriminating 
protection to the Indian industries. 

These recommendations proceeded from the preliminary conclusions arrived at by the 
Fiscal Commission, that the industrial development of India has not been commensurate 
with the size of the country, its population and its natural re80urces and a considerable 
development of Indian industries would be very much to the advantage of the country 
a8 a whole. ~ 

• The protection afforded to a" key" industry may hamper and probabiy kill va.rious 
other industries dependent on them. Inspite of serious objections, the Tatas were 
afforded protection. 

In the case of Bengal hosiery, however, there is no objection and no risks will be 
encountered on that .head as this industry turns out articles at the last stage. 

AD in the case of the weaving in~ustry o~ Bombay and other places, where importe.d 
yam is used to BOme extent, there 18 a sectIOn, of the Bengal hOSIery where ~uch yam IS 

used. In this department the industry is handicapped a8 it has to pay an lmport duty 
of 5 pCI,' cent. on the yarn it uses. 

This industry though nascent is yet saddled with the following among other taxes 
excluding license and other dues :

(a) Ituty on machinery. 
(b) Duty on needles. 
(e) Duty on spare parts. 
(d) Duty on lubricants and other auxilia.ries. 
(e) Duty on raw materials (in some cases). 
(f) Income tax. 

COnsistently with the principle followed in oth~r industr!&l' cO?Jlt~es, the ,Indian Fiscal 
Oommission rec~mmended that <the raw materl8.ls used m Indian mdustrles should be 

~o y 422-35 
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admitted free of duty. This applies with greater force to the present case where the 
industry is an infant one. 

As a result hf several representations and deputations, the Government of India 
proposed certain concessions in the shape of relief towards the duties on needles and certain 
other things, which are among the raw materials used in this industry, in the Budget 
presented to the Indian Legislative Assembly two years back, but unfortunately the whole 
Finance Bill was thrown out by the Assembly and this industry never.got the relief so 
offered. 

Now that the matter has come up before the Tariff Board the following ~y be 
r~commended to be allowed duty free in aid. of this industry:-

(1) Hosiery needles. 
(2) Hosiery maohines. 
(3) Machine parts. 

Of the more important items, if the Tariff Board recommends the imposition of an 
additional duty on imported yam, it may in the interests of this nascent industry suggest 
" that the hosiery yarn" which is imported solely for the purposes on this industry, and 
the total quantity of the import of which is very small, may be allowed duty free into 
India. All imported yarn was duty free from 1896 till 1922. This will not interfere in 
any way with the requisitions made by the weaving or any other in~ustry in India for
inoI:llasing the duty on imported yarn, as "hosiery yarn" is quite diStinct and separate 
from the ordinary weaving yam. Further the very small loss in revenue over " hosiery 
yarn" will be more than counterbalanced by the proposed additional imposition of duty 
on ordinary imported yam. " Hosiery yam" forms a distinct and separate class by 
itself and cannot be oonfounded with any other yam. Even if there is no additional 
duty imposed on imported yam, a recommendation by the Board to exempt imported 
yam for hosiery purposes will greatly help this industry. 

The most important ohange in tariff in favour of this industry would be the imposition 
of a tariff wall sufficiently high cORsisting of an import duty on Japanese cotton hosiery 
imported into India. If this is granted for a definite period of years, it is believed the 
Bengal hosiery will be able to stand its own against Japanese competition in future. 

On behalf of the industry it is further prayed that the Tariff Board might recommend 
the Government of India to take early steps to amend the Indian Merchandise Mapks 
Act, 1889, in some suitable way as the Bill on the same subject introduced during the last 
Sessions of"the Indian Legislative Assembly by Mr. K. C. Neogy, M.L.A. This will stop 
the unmarked Japanese goods finding their way into the Indian market by the back 
door. A Trade Mark Registration Act for India will also be very much appreciated by 
the trade. 

The Tariff Board might recommend another change in the tariff which. will at once 
put a stop to the Japanese competition not only against the Indian hosiery industry 
alone, but will profit the Indian weaving industry as well. Japan is the principal customer 
of cotton exported out of India. If a duty sufficiently high is put upon cotton exported 
out of India, a protection will, be afforded to the whole of the weaving and hosiery 
industries of India. The Indian ootton industries will thus be protected, the Government 
of India would derive a considerable revenue, and the new proposed additional duty on 
imported yarn (prinoipally English) will not ~e necessary. 
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Wihess No. 101 

THE NEW INDUSTRIES, LTD., CALCUTTA 

Written Slare_tIl dated lllh Novembefo 1926 

HISTORY 

In the year 1922 this company was floated with the main object of assembling and 
starting some small and new industries, to compete with foreign imports of these artioles 
and to try to atop the import of such articles by supplying the full demand of the market. 
With that object in view the factories of cotton braid and sewing needles of Messrs. Singh, 
Barkar &; Co .. Calcutta, situated at No. 196, Grand Trunk Road, Howrah, were acquired 
at a nominal price, compared to the prictl'! of machinery, etc., then prevailing, which were 
Vf'ry high. The vendors aacrificed a good deal to encourage the growth of such 
concerns for the benefit of the country and the people. Another object of the vendors 
was to enlarge the production so as to cope with the demand ofthe market. No promotion 
money was paid or charged. 

JAPANESE AND EUROPEAN EXPERIENCE Oli' MANAGING AGENTS . 
It wsa further arranged that Sardar Bishun Singh, who then had about four years' 

experience in these factories in Japan during his stay there and Babu Jugal Kishore who 
also had experienoe in oonnection with several small industries during hi& stay in Europe, 
wouid act sa Managing Agents, and the company got the benefit of the varied experienoe 
of these two gentTemen gathered both h'lre and abroad. Another director of the company, 
Birdar Nihal Singh of M~. Singh, Sarkar &; Co., Hamburg and Caloutta, was then and 
still is in Germany and proved a great asset to it in purchsaing suitable machinery there, 
at a low vrice, required for extensions. Both the partners of the lIanaging Agents had 
oarefully studied the inner workings of most of the lines intended to be taken up by the 
company in India and are competent to safeguard against unnecessary expenditure, risks. 
trials and diffioulties often met with by p.t.ple who start a new ooncern. 

WELL EQUIPPED FACTORY 

The factory started work with about 600 machines brought out from Japan, -as Japan 
was the only oountry that was exporting cotton braids into Caloutta. .Exoept a small 
quantity exported by Germany, Japan still is the only oountry that sends cotton braids 
here. The factory is situated at a oentral position not far from Calcutta and is fully 
equipped with up to date machines, with electrio and g8S fittings. It is self·contained 
and the dyeing section handles all the output. The number of machines now working 
in the factory has risen to about 900. Another batch of 800 machine. have been 
imported from Germany and will soon be workf'd, if circumstances are favourable 
and the keen Japanese oompetition is provided against. 

OUTPUT 

The following table give. the production of the factory for the lIi.st three years :-

1923 (inoluding portion of 1922) 
1924 
1925 

The amounts realised_by the sales were:-

1923 (inoluding portion of 1922) 
1924 -
1925 

',J'he average rates realised on the sales were~ 

1923 
1924 
1925 

»0 T ~2-3511 

-.. 

43,991 bundles. 
39,652 
44,501) 

Rs. a. p. 
80,072 5 0 
80,962 15 9 
86,138 9 0-

Rs. a. p. 
1 13 6 per bundle; 
2 0 0 
1 14 6 
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It is not possible to get the actual figures for J apanes6 imports. But it is believed that 
it is about 21 to 3laca of bundles per annum. The quality of our articles is the same as 
that of the Japanese imports. But the prices realised by Japan are about 0.2·0, higher 
pel bundle than our goods. One of the reasons is that while each of our and the 
Jap&nese bundles weigh 1 Th. the number of yards in the Japanese bundles is 72 yards 
while in our case it is 70 yards in the Th. Our articles cannot be sold at higher values 
and while the importer has to purchase the Japanese articles outright, we are forced to 
give a month's credit to the buyer to induce him to buy our product~, and thus we are 
placed at a disadvantage. It'is a nascent industry, and has to suffer these and other 
serious disadvantages. ' 

VVOBXING AT A LOSS 
. The result is that although we made a profit of RR. 1,168·11·6 in the year 1923, we 

had to undergo losses in 1924 to the extent of Rs. 10,377·4·5 and losses in 1925 
of Rs. 11,747·15·6. The total extent of loss during these two years coming up to 
Rs. 22,125·3·11 due to Japanese competition. We cannot fix a price for our articles 
independently of Japan. Our prices are controlled by Japanese prices. The company 
has run into a serious position and every day that the factory is run there is an additional 
loss and an addi~ional interest accruing on the losses. Uuless the industry is protected 
for a definite period, the factory will soon be compelled to close down altogether. 

ExCISE DUTY, A FuRTHER BURDEN 
Instead of receiving any protection, and althougli the company was running at a loss, 

we had to pay Re. 2,146·7·0 in the year 1925 as Excise Duty,which we could not shift 
on to the oonsumer, and which served merely to further handicap the nascent industry; 
In the face of this keen Japanese competition the industry is badly in need of protection. 

LONGER HoURS IN JUAN 
Japan has not ;ratified the recommendations of the International Labour Conventions 

regarding the restrioted hours of labour, while India has done so. This has handicapped 
the nascent industry, which needs proteotion against this unfair competition set up by 
Japan. Besides this the well equipped Japanese industry gets banking facilities, thus 
requiring a lesser working capital and proportionate diminution of cost of production. 
Just at present she has a beneficial exchange to help her exports, and to that extent 
prejudioial to the development of this industry. The Japanese industry is protected 
in its own country and had a good start over us. This well organised industry is now 
killing this infant, unprotected industry, and as soon &sit. succeeds, it has no strong rival 
in the field. ' 

No ENGLISH COMl'ETITION 
England does not export any thing in this line, nor any otIier country. 'lhe labour in 

Japan is better educated and trained, being longer in the field. E'very industry requires 
BOme time to train up labour properly, and to that end it requires protection for a time. 
VVe had instead to face a keen oompetition from the very birth of the industry, which 
Btunted the growth and threatens it with oomplete annihilation. ' 

If, however, the industry is protected there. will lie opportunity of giving full work to 
the machinery. The production will then be about 5 times the present output. 

ALLIED INDUSTRIES WILL GROW UP 
The oost of production will be lowered, and the forced ourtailment of work will be done 

away with, thus tending to further lower the oost of production. The company is also 
in possession of machines for produoing crochet cotton, shoe laces, gramophone needles, 
type. writer ribbons, tape and mercerised cotton. If the braid industry is protected, 
these new lines will be started and several new industries will come into being in India. 
The industry is purely indigenous and the raw material necessary is Indian mill made 
ootton yarn. The market is handy in Calcutta. There is thus a good field for the 
industry to develop. 

100 PER Cl'lNT. PROTEOTIVE DUTY 
The industry will be safeguarded if 100 per oent. protective duty is imposed on 

Japanese imports for a period of at least ten yeus. The oonsumer in India will not be 
unduly taxed. The Japanese prices were over Rs. 3 to about Rs. 4 per bundle in the 
year 1922, and now they have brought it down to Rs. 1·8 per bundle temporarily to kill 
this industry. If they succeed, they will at once raise the prioes. It is thus clear 
t4at an im~lOsition of ~OO ~ oent. imporl! c!tlt;y is !lO burd,!~ on. th.e oonsumer, 



'700 PEB CENT. PaOTECTIVB DUTY Ill' JAPU 

In Japan high .protective tariff walls of even 500 per cent., 600 per cent. and 700 per ceni. 
are not unknown. While raw tobacco is duty.free, cigar, cigarettes and cut tobacco 
go under an ad Mlorem duty of 355 per cent. Raw materials as a class are duty free, while 
the indigenous industries are highly protected. The result is obvious. Japan not only 
supplies her own needs, but is capturing the Indian market successfully against all 
competition. She is thriving at the expense of the Indian -industries which are going 
down every day. 

PBOTECTIVB CUSTOMS TARIFF LAWS 

Over and above these protective duties Japan is armed with tariff laws which enable 
her to realise duties in addition to the above, in cases of foreign bounty fed articles 
coming into Japan. She is further protected by laws enabling her to impose further 
duties in cases where any Japanese industry is threatened. There are laws enabling her 
to exempt or refund the import duties on materials to be used for manufacturing of 
export articles. In India we are helpless. . 

IlI'DulI' PaoTBCTIONS 

Our only remedy is now in protection. The match industry has been protected with 
about 200 per cent. duty. The leather industry has been protected. The Tatas -and 
certain auxiliary industries have been protecled. The waggon building industry has been 
protected. This nascent industry is badly in need of protection and the Board may be 
pleased to recommend the protection prayed for on behalf of this infant, struggling
lDdigenous industry. ., 
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Witness No:102 

THE DELHI CLOTH AND GENERAL MILLS Co., LTD., AND DELHI FACTORY 
, OWNERS' FEDERATION 

Written Statement datd Delhi the 16th A'Ul/ust 1926 

SECTICN I 

General 
1. The present depression in the Cotton Textile Industry is not confined to Bombay 

only; it extends to thtl up.country centres as well. Under uniform conditions it effects 
all mills in the same centre alike. 

2. The world factors have very little to .do with this dep..-ession. It is mainly due 
to factors special to India amongst which are the appreciation of the rupee and the 

. depreciation of foreign exchanges. 
3. The causes other than the appreciation of the rupee are of a temporary character 
4. Most of thll mills are already feeding on their own fat. 
5. Yes. 
6. , The fall in the prioe of the raw material is always beneficial to the manufacturer. 
7. To no appreciable extent. 
S. The fall in the price. of the cloth cannot correspond to the fall in the price of 

othtlr commodities as the price of cotton is comparatively high now. 
• 9. There is an undoubted fall in the purchasing power of the ryot' which at present 
is abo'ut 121 per cent. 

10. Gold and silv~r are purchased by the CODsumers of country cloth oniy when t1rey 
can spare money from the necessities of life like foodstuffs and cloth. 

11. So far as our experience goes the present depression is not due to lack of organisa. 
tion among the millown6)'S. 

12. To a very large extent :. 
(a) A Mill in Bhiwani has recently changed hands. 
(b) A Mill in Hathras has been closed down. 
(c) A Mill in Bhiwani ha..; not been able to start work. 

SECTICNII 

N atute and extent of competition between imported goods and those of I ndianmanufactute 
We have no very intimate knowledge with regard to section 2 and therefore propose 

to deal with it in genoral terms. There is a great danger of competition-from Japan 
and other countries increasing in the near future as these countries have the advantages 
of skilled and permanent labour; reduced cost of production due to reductions in taxation; 
appreciation of the rupee, credit and other facilities for export, eto. The Japanese are 
competing very successfully in course cloth and in yarn above 20s. But there is com· 
petitIon in finer goods too. The stabilising of the rupee atl/6 will reduce the purchasing 
power of practically the sole purchaser of Indian mill .ma!!-e goods, i.8., the former by 
about 121. It will decrease the cost of the imported goods by 121 per cent. and thereby 
attract that part of the customers to foreign goods who are neither wedded to foreign 
oloth nor to country goods but buy whichevet: cloth is cheaper. The Bombay millowners 
trade in yarn with China has dwindled very much recently. With the loss of the Chinese 
market the Bombay millowners began to extend their weaving sheds to consume their 
surplus yarn. They began to weave the courser cloth similar to that mtnufactured by 
mills 011. this side and flooded the up-country markets with it. This has had a disastrous 
effect on both the up.country mills and the handloom industry in particular. As a 
result of it the former has got a very severe competition to face and the latter is dying 
a lingering death unheard of and unwept. 

SECTION m 
Intemal Competition 

36. The mills in Bombay have a number of advantages over the up-c<JU!\try milll. 
They are chiefly due to the localization of industry there. Some of these are-

(a) They have neither to stock nor to pay heavY railway freights or lo~al charges 
which Inill~ in up-oountry have to bear and thus save a lot on their stores and 
m8.chinery. 



(b) The labour in Bombay is much more skilled, efficient and less migratol")' than 
the np-countl")' labeur. 

(0) They have extensive borrowing facilities and at lower rates of interest; fihan 
the u p-countl")' mills. 

(d) They can always get expert technical advice on the spot at vel")' little expense 
(e) The climate of Bombay being humid is more suitable to the weaving indust;.y. 

On thioJ side we have extremep of hot and cold d1J' and wet weather and have to. 
spend a lot to combat with these difficulties. 

(f) Railway freights on cotton from all over the countl")' for Bombay are the lowest 
possible. ·This has made ~~bay the biggest cotton..mar~et in the countl")'. 
where huge stocks of all vanetl88 of cotton are always available. Unlike fihe 
up·countl")' mills the Bombay miIIs need not therefore purchase cotton for a 
whole.y~ar's req~rement within two or three months, and thereby they gs.ve 
a lot In Interest, lJl8Ilrance, etc. 

(g) Bombay being a seaport has more markets open to it. It can ship goods to 
big consunIing centres in India like Calcutta at low charges by steamers. 

38. There is some competition between the handloom industl")' and mill industl")' 
and the power loom is steadily ousting the handloom. 

40 Yes. 

SECTION IV 

Mill management 

41. The managing agency systt-m is vel")' useful. If it is discontinued it will greatly 
retard the promotion of joint stock companies in India. The remuneration of the 
ageuts should however be based on a percentage out of the profits only with a fixed 
minimum and the actual office allowance. 

44. The Association of managing agents of a cotton mill with business other than 
cotton milIa and allied businesS" is not detrimental to the interests of the industl")'. 

SECTION V 

Mill finance 
41i. There are a few cases of over capitalisation on this side of the countl")' and these 

over capitalised mills are of course not doing well. DepreoJsion cannot be attributed to 
nnder capitalisation. ' 

46. To a negligible extent. 
47. There WI1.S no unduly liberal distribution of divideuds during the boom period 

on this side of the country .. 
48. None. 
49. In up.countl")' mills the system 'of obtaining loans on short terms exists to a v81")' 

small extent. It is most unsound. '. 
50. We consider it a gcod policy to invest the funds of the industl")' in soUIid allied 

manufactUl'ing concerns. . 
51. It was not easy to get money in prewar days. It i .• even more difficult now. 

On account of the lack of money the mill& have sometimes to sell their cloth cheap and 
sometimes to de~ist from purchasing Rnitable cotton when obtainable. 

52. The average rate of interest of 8 per cent. mentioned by the Bombay Millowners' 
Assoriation is very near the mark. 

-SECTION VI 

Costs of Prod'IJ.Clion 

(a) General 
53. The representative textile cotton JIlilis in India should consist of 20,000 spindles 

and 400 to 500 100Jlls. But the bigger the mills the lower theitJost of production and a 
JIlili of about 40,000 spindles and 1,000 looms should be more economical. The 
approximate .capital required to establish ~ representative mill in an up-countJ;y 
centre at present is about Rs. 25,00,000. In prewar days the cost of such a mIll 
would have been about 40 per cent. less than the present figure. 
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54. Yes. They are fairly well laid over. 

55. To a very great extent. 

56.. See Appendix No. I. 

57.' Please refer to our answers to Section No. II. In addi~ion the foreign manufacturer 
has the advantage of-

(1) Cheap stores. (2) Cheap money. (3) Cheap power. (4) Efficient labour 
(5) ~nd lower capital cost. 

59. By providing humidifiers the production can be increased by about 10 per cent. 
and the cost is thereby somewhat reduced. 

(b) Raw Material 

60. From Bombay cotton is purchased through cotton commission agents on the 
basis of representative cotton samples, which are sent by these agents to their up-COuntlY 
customers. ' 

From cotton district, the mills sometimes purchase (a) seed cotton and get it ginned 
and pressed on their own account, (b) ready ginned cotton from dealers, (e) pressed 
bales through commission agents in those districts. In such cases usually the mills send 
their own representative there for selection. ' 

61. Very negligible. The evil does not prevail on this side of the country. 

62. To our knowledge the mills in up-country centres do not pay for their cotton 
prices higher than those paid by the exporter~ unless it be for want of funds, or of 
proper advice and information which is placed at the disposal of the foreigner by his 
Government. 

63. Very little. 

(e) Labour 

64. ,We agree with the view of the Bombay millowners. We are affected to the same 
extent as the Bombay mills in this matter. 

65. No. 

66. The New Factory Act of 1922 has reduced the spinning and weaving production 
by about 12 per cent. and 15 per cent., respectively., ,For figures see Appendix.. 
No.IL 

67. (a) The number of spindles in One mill in warp rings is 352. The number of 
spindles in weft rings is 420. The lift of the spindles is 5 inches. 

A competent spinner can mind about 200 spindles. 

(b) A co~petent weaver can look after 2 looms. 
(e) There are about 22 men per 1,000 spindles in spinning. This figure has been 

arrived at as under:- • 

Blow room 27; Card room 28;' Frame Department 122; Ring Department 146. 
Mule Department 56 ; _Reeling Department 38; Baling Department 100Total 427 ' 

for 20,000 spindles. 

The average count spun is 148. 
(d) There are about 98 m.en per 100 looms working on grey goods. This figure has 

been a.rri ved, as under:-
Winding Department 82; Pirn Winding Department 42; Warping Department 25 i 

Sizing Department .,; Drawing Department 32; Loom Department 524-
Total '40 , ' 

for 758 loom.s. 

We do not weave coloured goods. 



68. A comparative statement showing tho wages paid in the spinning and weaving 
departments id 1914 and 1925 is given below:- _ 

Spinning Department 

Blow room Card room 
Frame 

Department. 
Mule Ring Reeling 

Department Department Department 
Per hank 1,000 lb. 100 lb. 

Paid in 1914 Rs. 9 Rs,12 Pies 12 

In 1925 Rs.18 Rs.20 Pies 26 

Weaving 

20s average 
Rs.2 

Rs.3·1'() 

RS.8 

Rs.20 

As. 7 

As. 11 

'Winding 
Department 

Warping 
Department 

Sizing Drawing Weaving 
Depaltment Department Department, 

In 1914 
In 1925 

:Rs.7 
Rs.24 

Rs.14 
Rs.OO 

Rs. 20 A. I per 1,000 eyes Pies 7 per lb. 
Rs. 45 As. 2 "" Pies 9 

69. The average weaver's wage per lb. of standard grey cloth is 9 pies. 
The average spinner'B wage is '6 pies per lb. of 20s yarn spun. 
70. To a very great extent. The Bombay millworker is, we think, about 30 per cent. 

more efficient than the up·country operative. 
71. The percentage of absenteeism in up·country mill is about 10 per cent. We 

have practically no female labour except for a few reelers. 
72. About 20 per cent. 
73. The rate of labour tum over in up·country mills' is about 20 per cent. 
74. In Bombay the labour is not migratory. In up·country mills it is migratpry _and. 

seasonal. A bonus and provident funds do help to secure the continnity of labour to 
a certain extent. But the provident fund has its disadvantages as well. As soon as 
the worker is entitled to the employers contribution in full he leaves the services to 
get hold of the money. 

75. We provide houses for about 40 per cent. of our labourers. We get about 31 
percent. return on our outlay in this direction. Better housing arrangements will certainly 
improve the efficiency of labour. 

76. (a) There -~re practically no facilities for technical education for- -either the 
operatives or the supervising s~aff. 

(b) Very little. 
(0) Better technical educatio,\ will certainly increase the efficiency of the workmen. 
78. Practically none. 
79. We do not think there is much scope. 
80. Not in the immediate future. 
81. Yes. 
82. Double shift working in up.country mills is not advisabl~ in weaving but is possible 

in spinning. -

83. The Factory Act., by reducing the hours of work, has increased the overhead 
charge~ by about 20 per cent. by increasing the cbst of coal insurance, interest, wa:ges, etc. 

(d) Overhead Charges 

85. The Indian mills usually insure themSelves against loss by fire and in some cases 
against consequential losses as well. They also insure their liability under Workmen's 
Compensation Act now. The ineurance charges have been more than doubled since 1911 
on account of the high prices of goods. Further the rate of premium charged by the 
insurance companies for mill insurance at present is very exorbitant. -In 1911 when 
there was no restriction of hours of work and when in some cases the mills used to work 
16 hours a day, the insurance companies used to charge premiums at a- certain rate. 
After the enactment of the new Factory Act the mills ran only 10 hours a day and the 
risk of the insurance companies has ipso facto been reduced to a very great extent. But 
the insurance companies have not reduced their rate of premium. It is the same now 
as it used to be in 1911. 



,ti6. Depreciation on machlnery should be allowed at 7t per cent. for every 10 hoUrs 
working and sh!>uld be increased by 50 per cent. for double shift. The depreciation 
should not be reckoned on the book value of the plant but should be allowed upon the 
valuation of the 'plant at that time. Depreciation on building should be BJ]owed at 5 
per cent. The amount of depreciation should be credited under a separate head and 
should be utilised for renewals and replacements of machinery and building from time to 
time. 

The depreciation should be reckoned as a charge on the cost of production. 
87. The stocks are valued below market value or at cost price generally at whichever 

is lower. The auditor is content with the certificate of the managing agents in this 
,respect. 

88. AnnuqJ. 

(e) Sales 

89. There are usually two systems of sale of goods. According to one the manu
facturer sells his goods to a wholesale merchant on forward or ready delivery and leaves 
him to make or lose money as the market fluctuates. The forward purchaser however 
finds a hundred and one faults in the falling market and in most cases defers and avoids
delivery of goods. The second system is by the sale of goods on the manufacturers 
account. The latter system is certainly better. The goods are sold to petty dealers or 
consumers directly and one of the middle man's profits is eliminated. The manufacturer 
makes profit in a rising market but stands to lose in a falling one. 

90. ,No. It is a very good system provided the risk could be covered. 
91. An additional 10 per cent. is added on to the price of the goods ex·mill for cartage, 

Railway freight, Octroi, Middleman's profits, etc., before they reach the consumer. These 
oh'r{(es constituted about the saDIe -percentage of the price of goods in 1913 but their 
incidence is certainly greater at present. We think these charges are about 2 per cent. 
leas in case of imported goods. 

. (/) Transport 

95. ,See Appendix No 3. 

SECTION vn 
(a) Suggestio'TUI put forward by the Bombay Millowners' Association 

96. Ye'. About 1 pie. 
97. Yes. The super.tax should be abolished. It wasanextra ordinary measure 

that was proposed by the Government of India when they were faced with heavy deficits 
in their budget. Since however the Government have been able to balance their budget 
this tax should not be continued any longer. If it-is to remain it should be payable on 
income after allowing at least 9 per cent. return to the shareholders. ' 

99 and 100. See Appendix IlL 
101. The Government should provide every possible facility to the Bombay Millowners 

for the export of their goods. But an reduction in freight for goods to Calcutta should' 
be followed by corresponding reduction in Railway freight for goods booked to Calcutta 
from upcountry. 

102. Trade Commissioners should be appointed. 
103. 'The Government should arrange for cheap transport of goods ani give beuntie3 

on all exports of yarn ~d piece-goods. 
104. The duty should be imposed on all piece-goods, and ou all yam of counts below 

308. There are a large number of hand-loom weavers who weave cloth from fine yarn 
and an indiscriminate duty on all yarn will effeot them adversely. 

105. As a temporary measure but for at least 10 years in the first instance. 
106. It will not appreciably increase the price of cloth except probably for just a 

time as the cut-throat policy of the Indian mills will act favourably for the consumer. 
In this oonnection we may point out that there are three classes of consumers. One 
which purchases course Indian cloth ouly, the other which buys Indian or foreign cloth 
whichever is better looking and cheaper and the third which buys all foreign fine stuff 
only.. We hope that the proposed import duty will induce the second class of consumera 
to purchase Indian goods. The third class of consumers are in a mioroscopic minority 



and are very rich people whn can afford to pay even a little higher prioe for their require. 
mente.· . 

107. To a very great extent. 
lOS. Throughout India. 

109. Yes. Because such increase if at all will only be temporary, and will not effect 
the poor c1aases who as a rule use Indian cloth but only the rich classes as mentioned 
in our answer to question No. 106. 

111. No. 

112. With the increase in the demand for goods in India there is no doubt that produc. 
tion here will also increase. 

, 113. As we have proposed a discriminating duty on yam the handloom weavers of 
fine yam will not be affected at all. ' 

114. We agree with the Bombay Millowners in principal but cannot give any figures. 
115. Yes we think that an addition&l2 per cent. 'duty will amply cover the ioss of 

depreciation. -

(b) Otke1- 8'Uggeatio'1l8 

116.' We propose a 5 per cent. export dut.yon cotton. (a) Very little, (c) Just a little, 
(d) Not at all. In this connection we beg to point out that the income from the proposed 
import duty on cloth and yam and the export duty on cotton should not go to swell the 
Government of India's revenue. They should on the other hand be credited under a 
separate head and used among others for the followi,!g purposes :-

(1) .for propaganda work for Indian cloth and yam in and outside India as is done 
in the case of tea ; -

(2) for giving bounties on Indian yam and clo~h exported to foreign countries ; 
(3) for subsidising Indian mills, weaving yam above 308 count. This will induce 

the well equipped mills to take to finer spinni~g and weaving and thus avoid keen 
competition with the upcountry mills which are weaving courser goods. . 
117. None. 
118. The exchange banks simply refuse to finance Indian managed mills on this side 

of the country; a"d the Indian Banks are not in a position to lend money at cheap rate. 
The Imperial Bank of India should therefore be made to advance money to the' mills at 
Bank rates and on a margin of not more than 25 per cent. 

119. Most certainly if possible. 
120. If mills in· Bombay and Ahmedabad take to finer counts it will help the 

upcountry mills to an appreciable extent. .' 

121. If possible. On this side the mills are not equipped for specialisation. 

122. Extension in the range of production will certainly help. 

123. Yes. 
124. Yes. If it were not for the repeal of the cotton excise duty the mills would have 

been in a worse plight than at present. 
125 and 126. The railway freight on stores should be reduced. The freight on coal for 

long distances has been reduced by 10 per cent. but it is still very .. high, and should be 
further reduced immediately. The railways should be made to give railway sidings to 
Mills requiring such siding in the upcountry centres. Efforts should be made to 
improve the quality of cotton in and near our province. The Government or the 
municipalities should undertake to educate factory children, give medical help to 
workpeople and arrange to give ample supply of fresh drinking water free of charge. 
The railway freight on cotton should be reduced as suggested in Appendix No. III 



Appendix IA 

A. 008t of production of one pound of grey yarn in 1925 
I 

-- Pies: I 
Percentage of 

total cost 

1 Cost of cotton required to manufacture Ub of 
grey yarn .. .. ., 140'0 83'33 

Manufacturing charge8 

2 Cost of fuel and power .. .. 4'1 - -2'35 
3 Cost of water for power purposes .. .... . ... 
4 Cost of water for all purposes other than . 

power .. " .. .... . ... 
5 Cost of stores consumed .. .. 5'5 3'23 
6 Repairs and upkeep of Machinery .. 4'7 2'8 
7 WageB to operatives inclusive of bonus and 

all allowances '. " 8'74 5'2 
8 Superior supervision ,. ., ., 2'0 

--
1'2 

Overhead charges 

9 Rates, taxes, licenses and fees .. " 0'23 '1 
10 Insurance .. .. .. 0'65 '5 -
11 Repairs and upkeep of buildings ,. . , .... .... 
12 Depreciation " . , " .... .... 
13 Office expenses (a) at Mill, (b) at registered 

office of company •• " ., Cost included ~ figure No.8 
14 Brokerage and commission " " ..... .... 
15 Schools, welfare work and dispensa.ry ., 0'10 '06 
16 Provident fund .. .. . . ' '70 '4 
17 • Miscellaneous expenses not otherwise specified. 1'4 '83 

Total cost .. 168'12 100' , . 
These figures are not absolutely oorrect. Efforts have been made to give approximatell 

correct figures as far as possible. 
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Appendix IB 

B. CoBl of piodu.tion of OM pound of standard grey calandered long cloth 1925 

-- Pies per 
lb. 

Percentage of 
Total 

1 east of yarn used for mar.ufacturing one pound 
of cloth •• •• •• 151'0 ~4'02 

Manufacturing charges 

2 Cost of fuel and power .. .. 3'6 1'76 
3 east of water for power purposes .. .... . ... 
4 Cost of water for all purposes other than 

,power •• .. .. .. . ... . ... 
a Cost of stores consumed .. .. 14'0 6'86 
6 Repairs and upkeep of Machinery .. 4'0 1'96 
'7 Wages to operatives inclusive of bonus and all 

allowances .. .. 18'0 8'86 
8 Superior supervision .. .. 2'0 '98 

Overhead charges 

!)-' Rates, taxes, license, and fees .. .. S'I 3'96' 
10 Insurance .. .. .. '5 '25 
11 Repairs and upkeep of buildings '. .. .... .... 
12 Depreciation . .' , • .. .... . ... 
13 Office expenses (a) at Mill (b) registered office 

of company .. , .. .. .... . ... 
14 Brokerage and commission .. .. .... .... 
15 Schools, welfare-work and dispensary .. '5 '25 
16 ProvHent fund .. .. .. 1'2 '60 
17 Miscell~neous expenses not otherwise specified 1'0 '50 

Totsl cost .. 204'0 100' 

These figures are not absolutely correct. Efforts have been made to give approximately 
,orrect figures as far as possible. 
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ApPENDIX No. II 

A 8tatement showing tke dilfererwe in production oj tke spinning and weaving 
departments beJore and after the inauguration oj tke Fadory 

Year 1922i 

Before Factory Aot working 12 hours 
After Factory Act working 10 hours 

Act in 1922 

;Loss in production 

Spinning 
production. 

The. 
5,405 
4,749 

12 per cent., 

Weaving 
production 

Ths. 
9,015 
7.659 

15 per cent. 
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APPENDIX No. m 
- Railway Freight8 

As in every other industrial centre we have to import raw material, i.e., cotton and 
stores, and export yam and piece.goods from Denp. In Northern India there are three 
very big industrial cent es one is Cawnpore, the other is Agra and the third is Delhi. 
The Railway freights to and from Cawnpore and Agra are very low. This is not so in the 
case of Delhi., We have to pay very heavy railway freight on our goods as will be seen 
from the folloWing tables. Inoidentally the tables show the great advantage that 
the Bombay mills have over the upoountry Mills in the matter of railway freight on 
cotton, eta. ' 

(1) Ootton/ull,prIl88e4 

Cotton in full pressed bales is imported in Delhi ohiefly from Bombay, Nagpur, Broaoh, 
Surat, Khandwa, Ujjain, Harda and l.yallpur. This commodity is imported in Delhi 
in very large quantities. We append below rate tables showing the amount of railway 
freight payable on cotton imported in Delhi from the above stations as also the freights 
oharged by railway people on ootton bales booked to Bombay and other places. 

(a) Table showing (/ie railway /rei[JloJ payable on full pr~88ed cotton bales booked to 
Bombay and other places Jrom the different cotton centres. , 

Station from Stat,lon to t Distance 

I 
Rate per ::~n., 

In mile. lIlIlund mile, In 
pi .. 

Re. a. p. 

1. Bombay (Byculla) .. Ujjalo .. 63. O. R.l 9 7 '48 

t. (Wadi Bunder) and 
Depot. 

Cotton Cawopore Generalganj .. 839 .. 2 3 8 '50 

8. Karachi City (~iG 'Hyder- Cawopore ( .... Kucba 987 .. 2 5 10 '46 
abad). man Road). 

4. Devangere .. .. (Wadi Bunder) and Cotton 642 .. 1 6 7 '40 
Depot. -... 

6. Ujjalo .. . , Bombay (Byculla) .. 635 .. 1 9 7 '48 

8- Xarvl .. .. (Wadi Bunder) and Cotton 864 .. 1 15 0 '43 
Depot. 

7. Balohl .. .. Do. . . 1,08~ .. 2 '9 11 '46 

8. Chandausl .. .. Do. . . 1,073 .. 211 9 '49 

II. ~B8tpur .. . , Do. .. 1,064 .. 211 9 '49 

10. Nagpur .. .. Mlrmpur .. . . 615 .. 1 6 4 '41 

11. Bangia Hill '. .. Hlogangbat •• .. 1,108 .. 3 1 7 '53 

12. Lyallpur .. .. Do. .. 1,137 .. 3 3 1 '63 

13. YiG Baharanpur and iii« Cawopore aud viti .. 852 .. 015 4 '52 
""11. 

14. r.aWOp0r8 .. :. Karachi ,City (~iG Hyder 
abad). 

987 .. 2 6 10 '46 



560 

(b) Statement 8howing the Railway freight payable on full pres8ed cotton bales 
, imported in Delhi 

, 
- Rates per I &"~ Station from Station to Distance nIauod per 

in miles maund mile, in 
pies 

. 
. .1 Delbl~r •• 

Rs. a. p. 

Bombay (CRl'nac Bridge) .. 865 R.R.2 9 3 '57 

Nagpur .. .. Do. . . 679 
" 

210 0 '74 

nroacb .. .. Do. . . 661 
" 

2 3 6 '64 

Surat .. .. .. Do. .. 696 
" 

2 5 4 '64 

Kbandwa .. .. Do. .. 604 
" 

115 6 -'62 

Palej " .. .. Do. . . 645 
" 

2 3 0 '64 

JJjjain .. .. . . Do. .. 551 
" 

1 9 4 . '55 

Harda . , .. .. Do. .. 541 
" 

1 15 1 '70 -Broach .. " .. Deihl Lahori Gate .. 645 " 
2 2 5 'M 

l'alej " .. .. Do. .. 629 " 
'2 1 7 '64 

Surst .. .. .. Do. .. 681 " 
2 

'" 
3 '64 

Fro:o all Pwljab Cotton Centres DeIhl .. . 62 pie. per maund per mile pI ... 
o 0-6, per maund ... terminal. 

~n addition to the above special station to 'station rates, Howrah and Karachi have, m 
their local booking, special adj usted class ra tea from all sta tiona. Cotton full pressed 
when booked to Karacbi and Howrah locally is charged at O. R. 0-0-6 less than the R. R. 
class rate. On going through the above table you will find that the railway freight 
chargeable on full pressed .cotton bales for Delhi is comparatively very high and we 
therefore beg you to reduce them so as to remove the handicap under which the cotton 
mills in Delhi labour at present. 

2. ,Ootton loose (in bags).-Before 1922 the rate for cotton loose was 4th class or '62 
pies per maund per mile but in 1922 it was increased to 8th class at 1'04 pies per maund 
per mile. No owners risk rate has been sanctioned by any railway excepting G. I. P. 
Railway. This o. risk rate should he provided for Delhi from all stations and special 
station to station rates should be made from Punjab cotton markets, viz., Manaa, Bud. 
ladha, Abhohar, Gaddarbaha, Rampura, Phool and Saharanpur, etc., etc., and also from 
Kosi Kalan, Hodel and Palwal on the basis sanctioned for Cawnpore from Saharanpur 
and vice verBa. As it is loose cotton is booked to Delhi at' railway risk and charged 
subject to minimum weight of 120 maunds for 4 wheeled wagon, while no wagon, 
excepting the highest carrying capacity wagon, which is seldom supplied, can hold 
120 maunds. This restriction should be limited up to 81 maunds as in the case of 
Cawnpore. Further special station to station rates from the stations mentioned above 
for Delhi should be rated on the basis of . 35 pies per maund per mile O. R. C./81, which 
is between Saharanpur and Cawnpore, as under:- ' 

. I Distance in Rate per Rates per 
Station from Station to miles ·maund maund per 

I 
mile, in pies 

, 
! Re. a. p. 

O. R. C./81 Cawnpore Mill Saharanpur and 352 o 10 1 '35 
vice verBa. I 

• 
On O. & R. Section of E. I. R. freight is charged at 2nd class '42 pies per maund per 
mile at O. R. L. W./120. 

3. Seed Ootton (Kuppas).-Before 1922 freight was charged at 2nd class rate of 
'42 pies per maund per mile. Now it is charged at 4th class rate at • 62 pies per maund 
per mile at R. R. Over O. & R. Section of the East Indian Railwar it is char~ed at 2nd 
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',oIa.sa .~ pies per maund per mile O.R.L. W./I20 m&unds. So far only Cawnpore &nd 
Agra enjoy the speoi&1 st&tion to st&tion rattl:S from their importing oolonies at very 
low ratea &B under :-

Rate 
Dis- Rate ~d Station from Station to Conditions tance per In maund -. miles dill., In 

pies 

Re. a. p. 

MadhogunJ .. .. Cawopore 
/lunj). 

(Ileneral O.R.I,. 101 0 
WJ2DO. 

8 2 '37 

Ramlrpur Road .. .. Do. .. O.R. . . 3& 0 1 0 'S4 

Oral .. .. Do. .. Do. .. 67 0 2 , '41 

n ..... 1 .. .. Agra Cantonment .. Do. .. 65 0 2 7 '47 

Do. .. .. Dalanganj· .. .. Do. . . 65 0,2 7 '47 

Do. .. •• ~Uochpura .. .- Do. .. 65 0 2 7 '47 

In compa1'18On to the above, the ratea for Delhi from ita importing stations, .nz., Abohar, 
jind, Lyallpur, Mansa, Sanglahill, Barnala, Jaitu, Okara, Gaddar Baha, Khanna, Sirbind, 
8aharanpur, Budhlada and Tohana, ete. etc., are • 62 pies per maund per mile exclusive 
of terminals. The rates fer Delhi Sadar from other importing stations are as under :-.. 

Rate 
Dis- Rate per' 

Station trom Station to ConditiOllS tance per maund 
In mil .. maund. mtV::ln 

pies 

, Re. a. p. 

'XooI Kalan .. .. Deihl Sadar •• .. R.R. .. 63 0 , 3 '87 

Rodel .. .. Do. .. Do. .. 55 0 S 10 ~88 

Paiwai .. - .. Do. .. Do. .. 87 0 211 '114 

These rates are even much higher than the class rates saJ1ctioned on the G. I. P. Railway. 
It is now time that speci&1 station to station rates from these st&tion to Delhi should 
be provided on the basis of '34 piss, the rate given to Cawnpore fron Hamirpur Road. 

4. Clay, China or Kaolin.-Generally freight is charged at 1st class rate of • 38 pies 
per m&und per mile exclusive of terminal which is charged extra. Delhi imports this 
commodity chielly from Bombay and Calcutta. The rate from Bombay (Carnac Bric1ge) 
to Delhi Sadar and Howrah to Delhi at the adjusted 1st class rate is Rs. 1-9-8, i.e., • 36 
pies per maund per 'mile while other manufacturing cities are enjoying very low speci&1 
station to station rates for China clay as detailed below :- . 

Rates 
Dis- Rate. per 

Station from StaUon to Condition. tanre per maund 
per In miles maund mlle,ln 

~Ies 

Ra. a. p. 

Karachi City (Ifill Ryderahad- ('swopor. anel Ifill -('awo- O.R.C. C.L. 987 018 0 '16 
Kuchaman Road). pore. 

y;.. Delhi (for uamc from AmrilAlar .. .. Do. .. 278 0 6 3 '22 
Rowrah): . -. 

Rowrah .. .. Via Delhi .. .. O.R. .. 903 0 9 9 '11 

Romah (Ifill Delhi) .. AmritBar .. .. Do. .. 1,175 o 15 0 '15. 

MO l' 422-36 
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Rates 
Dis- Rates per 

Station from Station to Co~d1t1ons tance per mnund 
In mUes maund per 

I 
mile, in 

pie. 

-
Re. a.p. 

H owrah and "" .. Cawnpore and t>io (e"copt O.R. .. 633 0 1 0 '19 , O. R. SectlOD and 
t>io). 

CoIgong .. .. Howrah .. .. . ... 246 0 S 8 '18 

KndaroDa .. .. Do. .. , . . ... 246 0 8 8 '16 

SIn..u1ta1~ .. .. Do. .. .. .... 217 0 211 '16 -TallJbarl .. .. Do. ., .. . ... 201 0 2 8 '16 

Howrab Lnclrnow (t>io Mugbal. 
. 

616 012 2 '23 .. .. 
sarta). 

. ... 

Do. .. .. Viti Snbaranpur (t>io . ... " 938 012 Il '16 
Mugh(IJsaral). • Bombay (Wadi Bunder) .. Cawnpete .. •• O.R.C.C ••• 839 011 9 '16 

N"agpur .. .. Bombay .. .. . ... 620 012 1 '28 • 
Bombay (Carnne Bridge) .. Delhi Sada.r •• ..R. ~ 886 1 9 8 '38 

elaBB adj -
Rowrah .. .. DeIhl .. . . Do. .. 90S _9 8 'S8 

Thus it will be seen thatall other industrial cities are paying '15 and '16 pies per maund 
per mile as railway freight for China olay while Delhi mills pay '36 per mound per mile 
on it. It is surprising that rate from Howrah to via Delhi is 0-9-9 per maund while 
for Delhi proper it is RH. 1-9-8. We request that this anomaly be removed and the 
railway freight on China olay from Bombay to Delhi be-reduoed to Re. 0-10-0 per 
maund at 0, R. C. C, • 

5, LtdwicatifIIJ Oil (1J8 0i18 DitMion G.) P/13 and Gastor Oil.-The General. olass rates" 
are 4th olass '62 pies per maund per mile at railway risk and 2nd class '42 pies per 
maund per mile at owners risk. Cawnpore, Bombay and Karachi have got special 
station to station rates while the same have not so far been sanotioned for Delhi. A few 
of them are quoted hereinbelow :--

Rates 
Dis- Rates per 

Station from Station to ConditioDB tanoo" per maund 
In miles ma,wd per 

mile. In 
plea 

Rs. .. p. , 

Karachi CIty <n: Hyderabad-
Ku.haman d) and tIict 

Cawnpore .. .. O. R. .. - 987 1 3 3 '28 _ .... 
O. R. W./1601 Cawnpore (t>io Ruchaman Karachi CIty (";11 Hyder.: 987 1 111 '21 

Rood) and t>io Cawnpore. abad) " 
Agra fort and Ba\anganj .. " no. .. O.R. •. 766 1 3 0 'SO 

Bombay .. .. Cawnpore (Oen.ral Gunj). Dn. .. 889 1 II 0 '26 

Cawnpore .. .. Bombay (Wadi Bonder) •• O. R. W./300 8S9 1 0 8 '24 

CawnJ>Ore (B. B. &: C.l.) "Bombay (Caroae BrIdge) . O.R. .. 839 1 3 0 '27 
and IIioe "'rIG. 

Cawnpore .. ." . Do. ,. O. R. W./SOO 839 1 1 8 '26 

Bombay (Wadi Bnnder) and Delhi SacIM ,. •• O.R.W./SOOL 886 1 1 1 '23 ".",,14. 
Bombay (Caroan BrIdge) .. Do. .. O. R. ad- 886 112 , 'U 

Justed 2nd 
class. 

Howrab .. .. Delhi .. .. Do. .. 90S 112 , '41 , 
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Although a special station to station rate has been given from Bombay (Wadi Bunder l 
to Delhi Sadar it is merely so, on paper since no consignmeQ.t of any kind can be 
booked from Bombay (Wadi Bunder) for Delhi Sadar. This is due to the agreement 
between B. B. '" C. I. Railway and G. I. P. Railway that all consignments booked 
from Bombay will be booked from Carnao Bridge to Delbi Sadar. Unless this rate is 
adopted by B. B. '" C. I. Railway from Carnac Bridge it is of no use to the' mercantile 
oommunity of Delhi. We, therefore, suggest definite station to station rates from Bombay 
to Delhi Sadar and Howrah to Delhi as under :- . 

lIatea 
Dis- lIates per 

StatioD from St&tlDD'to CondltiODS tanee per maund 
In mllea maund per 

mlle. in 
plea' 

lis. &. p. 

Bombay (Ql.rnac Brldg.) .. Deihl Sadsr •• .. O. II.. . . - 865 1 2 0 '25 

Do. .. Do. .. .. O.R. W./800. 865 1 1 1 '23 

Howrah .. .. Deihl . . .. Do. . . 908 1 1 1 .. 
Do. .. .. Do. .. .. O.R. . . 908 1 2 0 . . 

6. Farina (Sizing jlotwl.-Before 1922 that was charged at 2nd class rate '42 per 
maund per mile at railway risk and at 1st class rate, i.e., . 38 pies per maund per mile 
at owners risk but now it has been raised to 4th class, 'i.e., '62 per maund per mile at 
rq,ilway risk and 2nd class, i.e., '42 pies per maund per mile at owners risk. Farina 
is nothing but flour and could well be termed under the heading of .. flour" at 2nd 
olaas railway risk. It may therefore be included under the heading" flour" and the 
rates chargeable for" flour" be made chargeable for" farina". 

7. Sago ftour.-It is not classified in the tariffs. All the railways difier from one 
another as to ita classification. East Indian Railway sometimes charges as arrowroot 
and sometimes as .. &ago common ", while N.-W. Railway is including it in" flour" and 
Dharging it as .. flour". G. I. P Railway has charged it as &ago common in 1924 and 
1925, but now they are charging it as .. farina" with which jt has no similarity. This 
is oausing much confusion, it is time it should be settled definitely. In fact" sago flour'" 
is more of .. sago common" than of anything else, and the'right classification would be 
Dnly if it is charged as .. sago common ". This may therefore be included in .. sago 
Dommon" and the rates and cnnditions applicable for" sago common ~' be made appli
Dable for" sago flour ". 

8. Steel Reeda.-Reeds of steel are not classified separately in thetari1fs. The railways 
~re generally charging it as .. Mill Stores" which is charged at railway risk at 8th class 
1'04 pies per maund per mile and at owners risk at 6th class '83' pies per maund per 
tuile. The term .. Mill Stores" in its literal meaning is so wide that it can cover every
~hing which can be used in mills. There are hundreds of things which either are classified 
leparately or are charged with other commodity on account of other qualifications. For 
lumple, bars, angles, bolts and anvils of iron or stesl although they are used in mills and 
,an, under the present theory of the railways" come under the heading .. mill stores" 
ne oharged as iron or steel division .. B" because these are made of that material. 
~imilarly reeds of steel can best be included in and charged at the rates applicable to 
" iron or steel division B ". Even if these should be charged from the standpoint of 
~heir use; they could only be charged as .. mac.hinery ", because they are parts of machiv-ery. 
But reeds are steel first and then parts of machinery. It is therefore submitted that 
;hey may be oharged at and included in the classification of "iron or steel division 
BU. \ 

9. Ohloride oj Magne.Hum.-The rate of chloride of magnesium for Delhi from 
EIowrah and Delbi Sader from Bombay (Camac Bridge) is 1-12-4 per maund at the 
,lassified rate of 2nd class '42 pies per maund per mile, while the following are the 

.140 Y~22-36a 
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station to station rates between other stations, which also may kindly be sanctioned 
for Delhi on the same basis. 

Rate 
Dls- Rate per 

Station from Station to Conditions tance per maund 
in malmd nJ1:~in miles 

pies 

---- ---
lIa. a. p. 

Vlramgam " .. Bombay (Carone Bridge) C.C.O.R.L ... 348 Q 6 2 21 

Kbarllllhnd" .. .. Bombay (Carnac Bridge) C.C.O.R.L ••• 371 0 6 2 20 

Do. .. .. Via Cawnpore .. O. R. L. 776 01311 '21 
C/270 

Do. .. .. Via DeIlII Saral Rohilla •. Do. .. 847 012 4 '17 

Therefore the rates for Delhi from Howrah and Delhi Saw from Bombay Carnac 
Bridge should be in aooordanoe with the above basis of Kharaghoda to via Sarai Rohilla 
at &S. 0-12-7 O.R.L.C./270.. . 

10_ Machinery.-The rates for Delhi from Bombay Carnac Bridge and H6wrah at 
railway risk at 4th olass are 2·9-3 per maund and at owner's risk at '2nd class are. 
1-12-4, while other stations have the following station to station rates :-

Rate 
Dis- Rate per 

Station from Station to Conditions tance per maund 
In miles maund per 

mile, in 
1-les 

---- -------
lIa. a. p. 

Bombay .. .. Shalimar and Armenian O. R. . . 1,221 1 8 0 ·2~ 

·Ghat. 

- . 
Do. .. .. Banmore . . .. O. R. w- 775 1 1 8 '27 . 270 

Dc. .. .. Madras via Ralchur . . O.R.C.C.L .. 794 1 1 0 '25 

Therefore the following special station to station rates for Delhi should be introduced 
on the above basis. 

Rate 
Dis- Rate per 

Station from Station to Conditions tanee per maund 
In mile.. maund mii:,r1n 

pies 

----. 
•• / DeIhl Sad~ and D~bl ··1 

/lla. a. p.' 
Bomhay and lJowrah .. O.R. 865 109 '23 

11. Mill Stores, Babin and Cotton Ropes.-The present classifioations are' very 
high. It is generally admitted that mill stores destined for industrial use should he 
transported at the lowest rates possible and this will, we believe, repay the railways many 
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times over in 8ubsequent increased busin688. The r&tee ha.ve been increased very much 
einee 1922, &8 det&iled below:-

Commodity Present clusme&tion C1&88mc&tion in 1922 

Mill Stores R. R. 8th cl&88)' 04 pies per R. R. 4th C!&B8 '62 pies per 
m&und per mile. m&und per mile. 

o. R. 6th Cl&88 ·83 pies per O. R. 3rd Cl&S8 ·58 pies per 

Bobbins :L. 
m&und per mile. ma.und per mile. 

R. R. 6th clus ·83 pies per R R. 3rd cla.ss ·58 pies per 
m&und per mile. m&und per mile. 

O. R. 4th cl&88 ·62 pies pe O. R. 2nd elMS '42 pies per 
m&und per mile. ma.und per mile. 

Cotton Rope R. R. 4th cl&88 ·62 pies pe R. R. 2nd cl&8. ·42 pies per 
m&und per mile. 

pies ·per 
m&und per mile. 

O. R. 2nd cl&88 ·42 O. R. 1st class . 38 pies per 
ma.und per mile. m&und per mile. 

We therefore propose th&t the r&ilwa.y freight on the &bove mentioned stores be reduced 
&nd it 8hould be ch&rged &ccording to the cl&88mc&tion current in 1922. 
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Further Statemem datfd the 7th Augwt 1926 

The Delhi Fa.o~ry Owners' Federation, Delhi, express their pleasure at the appoin~
ment of the Indian Tariff Board with a view to determining the causes of and remedies for 
the backwardness of the Indian cotton textile industry. It was indeed a long felt want 
of the industry but on account of certain circumstanoes it did Dot sufficiently attract the 
attention of the Government. In recent years, the industry was faced with a complioated 
problem which was rightly taken up by the Legislature, with the result that the Tariff 
Board came into existence. It is therefore, hoped that the principles of protection 
deserving of the capital industty of India will be disoussed and adopted by the Board 
in the light of the present situation, when it is threatened by foreign competition in 
almost all its pha.ses. • 

Taken on the whole it may be mentioned that the textile industry is in a depressed 
condition all over India owing to varied causes. We am not here to disc'.l88 the merits 
and demerits of any principle of protect:on to be adopted by the Board but we will 
lay down in brief our views and suggestions arising out of the conditions obtaining in 
Delhi. The Board, a.s it appears, has chiefly confined itself to the enquiry in regard to 
the cotton textile industry. We are, therefore; at present only concerned with the 
problem affecting it. -

Delhi is the Imperial capital of India and is one of the most important commercial 
cities in the country and a.s such, it will be admitted, she deserves the prominent attention 
of Government towards the development and expansion of her manufacturing industry. 
From the geographical lJOSition she occupies, it will be seen that Delhi lacks the advan
tages which important cotton mill centres like Bombay, Calcutta and Cawnpore possess 
in several respects. The statement which will follow will, it. is hoped, fully justify the 
fact that Delhi affords greater possi:t>ilities of improvements in case full advantage of 
protection is 'Ilxtended to the cotton spinning and weaving mill industries. It will be 
realized that she, being in the heart of the country, is one of the foremost collecting 
and distributing centres. 

The spinning and weaving of cotton is the principal industry of Delhi, which is mainly 
affected by railway rates. The Indian railway policy does not in faot tend to fe'3tey 
the industry of the country in generaL On the other hand those who have been favour
ably treated or are satisfied with the existing position are naturally silent. 

The question of railway rates is of long standing and has very considerably affected 
the cotton mill industry of the Imperial city. In case the polioy is framed on broad and 
simple lines it will be of practical use for the development of the textile industry through
out the country. The imports of raw products, machinery and mill st.ores are in no way 
lesft in Delhi than those of some of the important cotton mill centres which enjoy greater 
facilities in respeot of railway rates. The governing principle whi6h should be followed 
is railway rating. So far as it a!lects the premier manufacturing industry of India 
internal traffic should be rated &8 nearly &8 possihle on an equality with traffic of the same 
class over similar distanoes. 

We are well aware that numerous concessions have already been made for the benefit 
of some of the cotton milloentres in the country. It will be recognised that the policy 
of individual oonoession is both unwise and detrimental to the growth of an industry 
on a fair and equitable oompetitive basis. The existing ineq\lalities have already done 
muoh harm towards the expansion of our indigenous cotton mill industry and is likely 
to throttle it in the long run if the present polioy is ·oontinued. It is therefore high 
time that the position should be carefully examined from a wider stand point of view 
in estimating the effeots of ratill6 as real. necessity exists for reduotion in the general 
interests of the oountry. It is generally admitted that machinery and stores destined 
for industrial use should be transported at the lowest rates possible and this will, we 
i1elieve. repay the railways many times over in s'1bsequently increased business. 

To Bum up, it will be recognised that the grievanoes are genuine and are supported by 
actual facts and figures &8 conbined in the statement attached herewith. . 

Tile /I/akmem re/etnd to '" thi.t evidence 1uJ8 bem printed (J8 tile WriUe" Btat~ment 0/ tile 
DelM. Cloth and General MiU8 00 •• 1M.. and 0/ tile Delh, Fcwtory OW1lU~' Federation. 
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Fut:tller~8talernent dated tlle 22nd October 1926 

I am directed by my Committee to bring to your notioe that the Government of India 
have grauted suitable plote of land for growing ootton on very favourable terms to the 
British Cotton Growers' Assooiation who represent the interest of the Lancashire and 
Manchester textile mills. The result of this combined move on the part of the Indian 
Government and the LanCl&shire millowners will necessarily be that cotton will be avail. 
able for that Assooiation at very low cost. My Committee is therefore of opinion that 
if similar facilities are granted to the mills of India by the Indian Government, it will 
go a long way towards helping the present depression, and there is no reason why the 
Government of India should withhold these faoilities from the Indian mills when they 
have already set an example by granting the abovementioned concession to the said 
Assooiation. The up.oountry mills are in a very good position to take advantage of such 
facilities. 

My Committee regrets that it overlooked to mention the fact in their written as well 
as oral evidenoe befare the Board and as it thinks that it is not yet too late for such a 
move, it requests a favourable oonsideration of suoh suggestion at the hands of the Tariff 
Board. My Committee ea.'rnestly request and hope that the Board wiU take up this 
point in right earnest with the Government of India. 



WitnesS:;No. 102 

THE DELHt CLOTH AND GENERAL MILLS CO.;LTD., AND THE DELIiI 
FACTORY OWNERS' FEDERA'lION 

Oral Evideru:e 0/ Mr. Shankerlal a~ Mr. Sitaram Khemka recurded at Delhi 
on the 18th October 1926 

SEOTION I 

General 

President • .....,.We should first of all like to know exactly whom you two gE'ntlemen 
represent. I see you are appearing before us in various capacities. 

A. 'Mr. ShankerlaJ.-I come here as the representative of the Delhi Cloth and General 
Mills Co., Ltd., and also the Delhi Factory Owners' Federatipn. 

Q. Are you both representing the Delhi FactorY Owners' Federation? 
A. Mr. Sitaram Khemka.-Exactly. 
Q. And you, Mr. Khemka, also represent the Birla Mills ! 

,A. YeJ\ . 
• Q. You both also represent the manufacturing section of the Punjab Chamber 
of Commerce! • 

A. Quite so. 
Q. We find that the Punjab Chamber of Commerce also are coming to give evidence. 
A. That is the import side. 
Q. I gather there is a difference of opinion on the subject and that therefore t,he two 

sections of the Chamber are being represented sepa.ra.tely. Is tha.t the idea ! 
A. The importers alwa.ys dise.gree with the manufacturers. 
Q. Natura.lly. Tha.t is not an uncommon feature of an enquiry such a.8 this. How 

many members has the Delhi Fa.ctory Owners' Federa.tion , 
A.Mr. Shankerlal.-About 40. 

Q. How ma.ny are cotton factory owners' 
A. Four. 
~~~~, ' 

A. The Delhi Cloth and Genera.l Mills, The Birla. Mills, the Goenka Spinning and 
Wea.ving Mills. 

Q. Are the Goenka. Mills in Delhi , 
A. Yes; it is only 0. weaving mill. And the Khalsa Spinning and Weaving MilL 
Q. I understand from your written statement, Mr. Shankerlal, that your great grievance 

is rea.lly railway rates. ' 
A. Partly, yes. 
Q. You seem to lay more stress on this than On almost a.nything else. 
A. The rupee exchange is not barred out either. 
Q. No; not ba.rred; but taking the written statement oHhe 16th August, it is almost 

oonfined to railway rates. 
A. Yea, part of it. 
Q. I do not propose to confine our exa.mination. to railway rates, In fa.ct, I do not 

propose to go into the question at all in any great detail. The only point I wish to raise 
here in rega.rd to the question of railway ra.tes is that it seems rather for the Railway 
Rates Tribunal tha.n the Tariff Board to deal with it. ' 

A. Yes. But you ca.n make recommendations. 
Q. Are you proposing to put the ca.se before the Railway Rates Tribunal , 
A. Yes. ' 
Q. I do not'think the Tariff Board ca.n do much in the ma.tter except to recommend 

that your case should be carefully examined by the Railway Rates Tribunal 
A. Mr. Sitaram Khemka.-That is,something. 
Q. Coming to the first section of your statement of the 16th of August, you say' The 

present depression in the cotton textile industry is not confined toBombayonly, it erlendR 
,'to the upoountry centres as well'. Would you say that Delhi has been 8S badly bit 0.8 
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other centres! How are your four mills here doing! Which of them make profits, which 
are making both ends meet and which are. carrying on at a loss? 

A. We are not doing nicely at all. We are making both ends meet with great difficulty. 
Except the Delhi Cloth and General Mills, all the others are doing badly. 

Q. You are not doing badly if you are making both ends meet. Is that after provid. 
ing depreciation or not ? . 

A. After providing for depreciation. 
Q. I think BOme of the Bombay mills would eavy you. The Delhi Cloth and General 

Mills are doing well ! ' 

A. Mr • .8hankerlal.-Every competitor would say BO. 
A. Mr. Sitaram Khemka.-I do not mean to say that we are doing very nicely;. but 

especially the Delhi Cloth Mills are in a botter position. They could mak" big reserves 
in the war time. That is what I say. 

Q. Y o.ur mills here are v~ry small. The Delhi Cloth and General Mills is the biggest 
and the Birla is the-second biggest. The KhaJsa Spinning and Weaving Mill has got 
8,200 spindles and 125 looms. 

A. Mr. Shankerlal.-They have got about 250 looms now. 
A. Mr. Sitaram Khemka.-They are malting extensions. 
Q. The Goenka Spinning and Weaving Mills has got 307 looms only. Do you consider 

in these days of very keen competition that mills of that size can expect to do well? Do 
yon consider that small mills like that are calculated to prosper in hard times? , 

A. The bigger the mill, the ·better. But a mill with 400 looms and 16,000 spindles is 
quite a good unit. 

Q. Mr. Shankerlal's mill is doing quite well and the Birla mills are making both ends 
meet. The others are smaller mills and is it surprising that they are not doing well ! 

A. Mr. Shankerlal.-They should be able to get a fair remuneration on their capital. 
Why the Delhi Cloth Mill is doing well is because they have got very good reserve fund. 
It is quite a different thing to pay a dividend on nominal capital on account of the 
reserves built up in the past. 

Q. They have built up reserves for such bad times as the present. Are you sending 
us the cost of production sheets in the form in which we have sent them? . 

A. The first ona I did send; but the second one I could not, because 1 was suffering 
from faver. 

Q. Are you sending them Y 
A. Wa will get them prepared. 
Q. If you come before us and c·sk for protection as you have done, we naturally expect 

to receive your cost of production, 80 that we may know how you are doing. Are these 
figures in tha .Appendix for your mill Y 

A. Yes. 
Q. You say 'The causes other than the appreciation of the ru'pee are of a temporary 

oharacter'. Why do you think so, Mr. Shankerlal , What do you consider are the causes 
first of all 1 You have not stated what you consider are the causes other than the apprecia. 
tion of the rupee. 

A. So far as tha internal causes ara concerned, it is inefficient workingandso far as the 
outside oauses are concerned, it is unfair competition. People outside are working 
double shifts an (working 22 hours: Their overhead charges are very low and they can 
oompete successfully. 

Q. Why do you consider that the causes' are of a temporary character! 
A. If anybody's word is to be believed, it is certainly-so. Japan has been all the time 

saying 80. 

Q. Which is the first cause you mention! 
A. Ineffioient labour. 
Q. How are you going to cure that' You say it is of a temporary character. 
A. Don·t you think that an inefficient workman can beoome an effioient workman in 

time' . 
A. Mr. Sitaram Khemka.-We oan train them gradually. At present wa cannot 

stand on our own legs. But if you give proteotion, then we can make the mills paying 
nnd provide for the education of the labourers as well. 

Q. How much was done when the industry was paying, Mr. Sitaram 7 
A. Our mill was never paying and so I cannot Bay anything •. 

. A; Mr. Shankerlal.-We have been doing something for the training of our workmen. 
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Q. What do you do , 
A. 1!lr. 8hankerlal.-I hav~beentrying toind~ce middle class people who are fairly 

well educated to take to the mill work, and as an mducement I pay them a certain sum, 
Rs. 15, Rs. 16 or Rs. 20 as the. case may be. For a Matriculate I pay Rs. 20. For one 
who has passed the Middle Class I pay Rs. 15, and so on. 

Q. What are they working at , 
A. They come in the weaving line. 
Mr. 8Ubba Rao.-As operatives' 
A. Yes. 
President.-As ordinary operatives , 
A. Yes, but after four or five months when they are able to work they go on piecework. 
Mr. 8Ubba Rao.~This is a new experiment. You pay higher salaries to such people? 

Is it working well , 
A. It is too early to say. 
Prestdent.-It is a very interesting experiment. ·How long have you been carrying it 

on! 
A. Well, for over a year now. 
Q. And these people work as ordinary operatives ? 
A. They do work as ordinary operatives. 
Q. How many of them have you got! 
A. I have about 70. I am not quite sure. 
Q. How many of them are on ordinary piecework! Are they spinning or weaving! 
A. Mostly weaving. Some of them are in the spinning section as well, and some of 

them are doing mechanio work also. 
Q. You s~ that after tbey pick up work they go on to piecework. How many looms 

are they looking after ! 
A. I do not think anyone is looking after more than two looms, but certainly they are 

giving better work. 
Q. How does their production compare with that of the ordinary weaver? 
A. If they stick to work I get about 7 per oent. more. The only thing is that somehow 

or other there is not the sense of dignity of labour. As soon as they have gone through 
the course they leave off work. 

Q. They want to be clerks' 
A. Yes. Under. paid olerks. 
Mr. Majmud4r.-Or supervisors perhaps. 
A; Yes, they do not want to do manual labour. 
Mr. Majmud4r.-Is the produotion better' 
A. Yes. 
Q. Do you pay them a higher rate' 
A. The rate is the slmle ; but since their output is better, their average wage works 

out more than that of an ordinary labourer. 
PreRident.-I understood you to say that you get., per cent. more production! 
A. Yes. 
Mr. 8ubba Rao.-Do you pay them more' What I understood was that you are paying 

these literate people a higher rate to encourage them to take to industries. Is it a fact! 
A. Yes. 
Q. How much more do you pay them ? 
A. There are fixed wages in spinning for example. We give them five to ten rupees 

extra. 
Mr. Majmud4r.~In the case of pieoework! 

. A. We do not pay anything. 
Q. Take the case of a man working on the frame! How much do you pay him extra. ! 
A. We have got his name registered as a Matrioulate or anything like that and we pay 

him extra every month. Some of them work very well. They have risen from the 
position of mere workmen to almost second in command. 

Prestdent.-'-You say that the fa.ll in the prioe of raw materia.! is always benefirual t.o the 
manufa.oturer t 

A. Yes. 
Q. Why do you think so, Mr. Shankerla.l ! 
A. Because that means a lower cost for the raw materia.!. 
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Q. Because it promotes consumption' 
A. Yes. • 
Q. Do' you consider that 11.8 a general rule when the price of raw ma.terial fa.lls the price 

of the manufactured article does not fa.ll qui'l;e so quickly or so far 1 
A. Well, in normal times, yes. 
Q. Raw ma.teria.l is going down at the moment. It has dropped about Rs. 40 a 

Dandy during the lut fortnight., Isn't tha.t going to help 1 
A. These are not normal times. On every fa.ll in the price of the ra.w material the mills 

.re losing so much because they ha.ve got suoh a. huge accumulated stock. Moreover it 
Dreates a feeling of uncerta.inty in the mind of the purchaser. 

Q. Have you got Ia.rge stooks in Delhi ? 
A.' I do not know about other mills but I have got higher stocks than I used to have. 
Q. What is the reason for that f The absence of demand? 
A. Well, yes, the a.bsence of demand, which is due to the absence of purcha.sing power 

of the ryots. . ' -
Q. Why is the ryot's purchasing power a.bsent? He ha.s had severa.l good monsoons? 
A. On account of the higher ra.te of exchange. 
Q. The high ra.te of exchange hu not been in foroe all that time. When,the exchange 

.... as lower wu there a sign of a reviva.l of demand, for insta.nce, when exchange was 
I,. 44.1 

A. Mr. Sitaram Khemka.-I think the exchange a.t lB. 6d. greatly ha.mpers the 
purchasing power of the ryot, because, when the exchange w&s lB. 4d., the ryot used 
~ get Rs. 100 for Rs.IOO produce, but now it is less. He pa.ys a.bout 60 to 65 per cent. 
n the form of ta.xes a.nd land revenue to the Government a.nd the za.minda.rs. Supposing 
'e used to get Rs. 100 for his produoe when exchange wa.s lB. 44. now he gets only 
Rs.87·8-0. Out of tha.t Rs. 87-8-0 he ha.s to pay the revenue which wa.s fixed when 
,xchange was a.t lB. 44. So now he ha.s to pa.y 60 to 70 per cent. of the net crop to the 
Jovernment and to the la.ndlord and zamind""r in the form of rent, ta.xes, etc. Tha.t 
neans he ha.s only Rs. 271 left to meet his ordina.ry requirements. Previously he had 
:ts. 50. So the purchasing power of the ryot is ha.mpered to the extent of a.bout 7 to 8 
1er cent., and to that extent we are also a.ffected. 

Q. Your rent up here must be very high 'if the ryot has to pa.y 60 per cent. ? 
A. I do not exa.ctly remember. I think he has to pa.y much of the profits he gets. 
A. Mr. Skankerlal.-He ha.s got to pa.y the ta.x to the Government in the form of rupees. 

rhat is not a.ffected whether excha.nge is lB. 44. or lB. 6d. Out of the ba.la.nce, he purchases 
Us other requirements, cloth and other things. 

Q. The land revenue assessment is a very sma.ll proportion Of his tota.l income? 
A. I do not know. 
Raja Bar; KOBkan Katd.-Are you ta.lking of the cultivator or of the peasant proprietor Y 
A. I am ta.lking of the oultiva.tor. 
Q. He divides half and haJf. 
A. He gets 121 per cent. less for every Rs. 100 worth of goods and he pays Government 

Eta. 50. 
Q. Not to the Government. To the landlord? 
A. In a.ll. So far a.s the agrioulturist is ooncerned he has got only Rs. 37 and odd rupees 

nstesd of the fifty that he used to have before, i.e., about 25 per oent. less to meet his 
'xpenses. 

Q. Not quite~ If he divides the produoe, he loses 121 per cent. on RB. 50 and not on 
ta.loo. , 
,A. But are Government ta.xes pa.yable in kind ? 

Q. No, they are not, but a.ll the ta.xes a.re not paid by the tena.nt. La.nd revenue is 
>ayable by the proprietor. He ta.kes 50 per cent. of the produoe and pays the land 
evenue out of tha.t. On the other hand the tena.nt pa.ys the wa.ter ra.tss. So the 
lovernment due is shared. . 

A. I do not know anything a.bout agricwture but whoever it may be, the tenant or 
he landlord, he has got to pa.y in ca.sh and get in kind. 

Q. That 121 per cent. oomes out of Rs.I00 a.nd not out of Rs. 50. 
A. Mr. Skankerlal.-Supposing 8. oertain person produoed goods worth R8. 100 when 

xchange was a.t lB. 44. He used to pa.y in ouh in ta.x or revenue or a.nything like tha.t 
~s. 50 a.nd he had Rs. 50 left to him for his requirements. Tha.t 121 per oent. form. 
nly 121 per oent. of his turnover, but it forms 25 per oent. of hil .. vinSI. 
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Pr/l8ident.-You sa.y he is getting 12l per cent. less. He ma.y be getting 121 per cent 
Jesl On exports. He ca.n only be getting 121 per cent. less on wllat he exports when 
the ra.te is 1~. 6tl. He only export~ a. compa.ra.tively sma.ll proportion of his tota.l 
produce? 

A. In India. as a. whole. On the tota.r exports he gets 12l per cent. less. 
Q. That does not work out to 12l per cent. on the in90mc of each individua.l ryot 1 
A. No. . 

Mr. Subba Rao.-Are the exports selling in the foreign markets now for the same price 
they were selling when excha.nge wa.s 18. 4d.? Ha.ve they not risen? Perhaps not 80 
much a8 vou would like. . 

A. It does not mat.,ter. If the price wa.s £1 when exchange was 18. 4tl. and if it is £1 
now when it is 18. 6d." 

Q. It is not £1 now. It is more. I am suggesting he has got more in sterling a.nd 
therefore any reduction in the number of rupees is made up by the high sterling which 
should give him more rupees than before. If you ta.ke the . prices of foodstuffs and 

, so on before 1914 a.nd after you would see the ryot is not losing. . • • . . . 
A. Mr. Sitaram Khemka.-Ourpoint is that while he has to pay the same rent and 

ta.xes in rupees the value in rupees of his produce is reduced. 
Q. That is'another point. 
A. Don't you thllik it would have been more if it was 18. 4tl. ! 
Q. In other words you are assuming that foreign prices will remain at the same leve 

if exchange went down. That is very doubtful. But I do not think we should go into . 
exchange very elaborately. About ta.xes, were they not settled some years before prices 
rose? _ 

A. When exchange was 18. 4d. they had to pay the same amount as now, and therefore 
by the exchange rising to 18. 6d. their commodity price is !iccreased in terms of rupees. 

Raja Bari. Ki.Rhan Kaul.-'Have you' any idea as to the proportion of revenue to the . 
gross proceeds ? 

A. No. 
Q. Nearly about 10 per cent. ? 
A. I do not know, but it certa.inly forms a good proportion. 
Q. I admit that is reduced by Ii per cent. but not by 25 per cent. 
A. I do not know what the proportion of the rent is to the total produce. 
Mr. Majmudar.-The wages due to labour have also to be ta.ken into account. 
Pr/l8;dent.-You refer to three mills which ~ither changed hands or closed down. I 

take it you refer to the Bhiwani Cotton Spinning and Weaving Mills now called Shri 
BenkateBwar Cotton Spinning and Weaving Milt Is that the mill you ",re referring to ? 

A. Yes. 
Q. It has 14 thousand spindles and 287 looms T 
A. Yes. 
Q. Do you consider that it changed hands owiD.g to depression Y 
A. Yes.· . 

Q. Are you quite sure of that 7 Our experience has been, when these cases are examined 
individually, that there are other reasons. 

A. I went to this mill and when I enquired there it was not paying.· 
Q. Do you consider it a good mill, an efficient mill 7 
A. The mill was aU right, but it was a small mill. 
Q. A small mill ill. an out·of.the.way place Y 
A. Not '!ut.of.the.way. It is a good cotton centre. 
Q. The mill was on too small a scale! 
A. Yes. 
Q. If it changed hands owing to depression, how was it that anybody took it over? 
A. It went very cheap-five lakhs of rupees. I do not think the present agents are 

doing any good. They are not making any profits. 
Q. I should like to know a little more about the management before passing an opinion 

on that. Then the mill in Hathras you say has been closed down ! 
A. It is only a spinning mill. 
Q. Isn't it the case that spinning milia are doing much worse just now than weaving 

milia' 
A. It is, 
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Q. The :ram market is worse than the cloth..market. Then another mill in Bhiwani 
has been unable to start work? 

A. Mr. Sitaram Kh6mka.-It is possibly called the Ha.ri&na Cotton Mills. 
Q. When was' the Company floated? . 
A. 1921, I think. 
Q. Who are the agents? 
A. I am not quite sure about the year. It may be 1918. Some Calcutta firm is the 

agent. 
Q. It appears to be the Ha.riana Cotton Mill with 10 thousand 1iIpindies and 30 looms 

with a capital of 8 lakhs. 
A. I do not think they imported all these spindles. The building was ereoted/and 

some of the maohinery was also there. 
Raja Han Kiahan Kaul.-Why has this mill not. been started ? 
A. These. people bought it during the boom period and imported maohinery when 

prioes were high and they could not meet the liabilities because of the exchange mani. 
pulations. . 

Q. The exohange came down and they could not meet their liabilities ? 
A. Yes. 
Q. Now, they cannot raise more capital? 
A. No. 
Q. What has that to. do with depression? 
A. Even if the capital comes, the outlay does not pay. 

SECTION II 

Oompetition between imported (fOOM and thoae of Indian manufacture 

Preaident.-You say you have no very intimate knowledge of the competition between 
imported goods and those of Indian maI\ufacture ? 

A. Mr. 8hankerlal. ...... The Bombay millS'instead of their selling cloth outside India are 
exporting to upoountry markets and thereby our output is affected. 

. Q. As a matter of faot, the Bombay mills are selling as much cloth outside India as 
they have ever done. 

A. They are selling more cloth here than before. 
Q. I admit they are s~lling much less yarn but as regards cloth they are selling much 

more oloth. You say it is due to the loss of foreign markets. Might it not be due to 
the expansion of the mill industry in Bombay, and the fact that they naturally look 
to their home markets? Is not that the reason why you are finding more oompetition 
from them than you ever had Y My point is would' not you have that competition 
anyway even if there were no Japanese competition? . 

A. No, I do not think we would have. Because the Japanese displace the Bombay 
goods in our markets and we feel more competitioI\. Our Japanese goods displace 
Bombay mill goods in Southern India and in markets outside. Now theEie displaced 
goods come here. 

Q. What reasons have you to believe that they are displacing the Bombay mill goods 
in Southern India? We have beeI\ in Southern India and the opinion expressed before 
us there by some witnesses was that Japanese goods were displacing British goods, not 
Indian goods. . 

A. In coarser counts they are displacing IndiaI\ goods because English goods do not 
come in ooarser counts. 

Q. What do you mean by- coarser counts , 
A. Below 20s" 
Q. Surely there is very little Japanese cloth coming to this oountry under 208, a 

certain amount of drills and shirtings but not muoh else. 
A. I do not know anything about Japanese competition. The only thin~ is we are 

getting more competition from Bombay. . 
. Q. Really the point as far as you. are ooncern!ld is that the Bombay mills are competing 

WIth you here to a greater extent than they have ever done before and you are riot quite 
sure wheth.er that is due to· their being faced with Japanese competition or to the fact 
that they have steadily gone on increasing their output? . . 

A. Mr. 8itaram Kh6mka.-Japanese lower the prices and Bombay .has to follow SUIt 
an? they are dumpin~ their ~oods at cut prices and conse'luently we cannot realise ~ood 
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prices. Because Qf the cutting competition from Japan they have to cut prices and 
·tha..t cut affects us. • 

Q. Even at these cut prices you cannot sell your stock" Your stocks and the Bombay 
millowners' have been higher than ever before. 

A. We must further cut the prices. In other words, we cannot sell the goods unless 
we stand to lose. 

Raja Han KisMn Kaul.-You say 'the Bombay millowners began to extend their 
weaving sheds to consume their surplus yam. They began to weave the coarser 'cloth, 
etc.' Do I understand you to mean that the Bombay mills used to spin only finer counts 
before that and you used to spin coarser counts , 

A. Mr. 8Mnkerlal.-Certainly they are weaving finer stuff there. 
Q. Some of them are weaving finer stuff. There is no doubt. Do you mean to say 

that before the export to China was stopped they used to weave nothing but finer COlUlts , 
A. From our point of view it is very coarse cloth. What do you mean by ..•... 
Q. What counts do you weave here? 
A. I think the average cloth woven in our side of the country is from yam below 20s 
.Q. You think Bombay used to weave above 20s , 
A. Mostly. 
A. Mr. 8itaram Khemka.-Bombay did not manufp.cture any khad; before. Now 

beoause of competition from Japan they are manufacturing it. 
Q. Don't you think that khadi is woven because of the khadder movement' 
A. To a certain extent, but not to the full extent. 
Q. Anyway, it came in like that! 
A. Certainly it did. 
Q. So that it cannot be the result of any movement to spin coarser counts f 
A. Mr. 8hankerlal,-Well, when one cannot sell finer counf,s he has to explore other 

markets. 
Q. Were they not weaving coarser counts before Y . 
A. Mr. 8itaram Khemka.-Not to the same extent as now. We were manufacturing 

khadi before 8waduhi came in, but they were not. 
Q. You think that has an effect on the hand-loom industry alsoJ 
A. Yes. . 
Q. This side the hand-looms are not weaving finer counts. In Southern India they do. 

Here they generally weave coarser counts, khadi and other stuff from coarse yarn Y 
A. Yes. 
Mr. Buhba Rao.-Is it your impression that Bombay ha& been going in in recent 

ye&l'8 for coarser counts! 
A. Yes. 
Q. First of all, ~hat do you understand by coarser counts in Bombay 1 What number 

do you say Bombay has been increasing the production on ? Your average is 14. That 
is what I see here. You cannot say for example that Bombay has been increasing her 
production of yarn of 11s to 20s to compete more with you? 

A. Yes. 
Q. I have got the figures here given by the Millowners' Association for t.he Island of 

Bombay and the rest of India. You will find that since 1915-16 the production of yarn 
between 11s and 20s has fallen from 197 million pounds to 116 million pounds, whereas 
that in the upcountry mills has gone up from 188 millions to 232. You cannot say that 
Bombay has been producing more to compete with you' 

A. That was possibly the Aurplus yam for export. 

Q. Thi~ is the total yarn production in Bombay. The kind of yam that competes 
with yours has not increased but decreased in the last ten years. 

A. That means that whatever they are producing now is less for sale and more for 
weaving. Previously only the Textile and one or two mills were producing khadi and 
now we get khadi from so many mills. A dozen mills are making khadi at present in 
Bombay. 

Mr. 8·u.bba Rao.-That is quite possible. But the kind of yam that competes with 
yours has not increased but decreased. '. 

A. There is only competition in cloth. ' 
A. Mr. 8hankerlal.-Yes, If you see the figures for cloth, you will find that the 

production of coarse cloth has increased. . 



575 

- Q. But unfortunately, no figures give you the kind of counts of which the cloth is made. 
Yon must assume, unless you know to the contrary, tha\practically a good dealpf all 
.,1&8868 of yam is made into oloth, because the cloth production has increased. 

A. It may be argued that the Bombay mills are making yam for weaving. 
Q. To convert it into cloth to compete with you 7 
Ii. Mr. Bitaram Kkemka.-Exactly. 
Q. But are yon in a position to prove that' 
A. Mr. Bha .. kerlal.-The only thing is that we are getting more of their produotion 

here and have to face a very severe competition. These are hard facts. 
Q. On your markets here there is a gocd deal of Bombay cloth of lower counts 7 
A. Yes. -
Q. That is under 20s ? 
A. Yes. There is one thing more: Supposing we have got competition between cloth 

wovell below 20s and cloth woven from counts above 40s, the competition is not only that 
there are the two kinds of oloth to be selected and the purchaser has got the option which 
one to buy; but there is much more competition, so that the figures for 20~ yam may 
not have increased but certainly the competition in goods has increased; 

Q. We oan only go by the figures which we have before us. To say that Bombay is 
producing oloth of the kind that cuts into your trade, you must produce figures. 

A. The only fignre loan show is that I have connection with the firms which deal 
in oloth and they are getting more of Bombay cloth now than before. 

Q. It may be argned just the other way: that you are competing more and more with 
Bombay people. Your produotion has increased and they are-not able to put on the 
market any extra cloth. _ 

A. But oertainly the consumption of the ryots has not decreased. 
Q. But you ~ontend it has not inoreased. 
A. The consumption of the ryots has not decreased so much as not to oonsume our 

surplus product. 
Q. He is just able to consume your production; but nothing more froD;l Bombay? 
A.Yes. ' 
Q. In answer to Question 120, you suggest that BOVlbay should specialise in fine counts 

and you will take up coarse counts. Is that also the result of the competition you feel T 
Is the suggestion made in order to divide the market between you and the Bombay 
and Ahmedabad mills? I assume that also is due to the fact that you are facing the 
Bombay competition? 

A. Yes. 
Q. Are there no Japanese goods at all on the market here? Are you .aware at all of 

any Japanese goods being plaoed in the market here T 
A. Mr. Bitar-am Khemka.-Yes; a lot of Japanese goods are here. 
Pre8ident.-What are they hitting-your goods or the Bombay goods ? 
A. They are hitting Bombay and Bombay is hitting us. 
Q. What are'they hitting mostly? . . 
A. Sheetings, drilI.&-these are the most important. 
Q. What counts ? 
A. That we cannot say. Possibly 29s and 30s. 
Mr. Bubba Rao.-You say above 20s ? 

A. Mr. Sha .. kerlal.-Yes, above 208. 
Q. And there is competition between that kind of cloth and your kind of cloth under 20s ? 
A. It is possible that these are not woven from yam very much below 20s. But 

certainly they are weaving coarser cloth which is very much like our own cloth and 
therefore they are competing with us. 

Q, In respect of prices also ? 
A. Mr. Bitaram Kkemka.-In respect of prices also • 

.Q. They are able to sell at prices more or less equal to the prices of your own production 
in spite of the fact that they are of finer counts 7 Have you any list of prices of Japanese 
products which, you say, in spite of their being of higher counts, compete with your own 
out-put 7. - _ 

A. .Vr. Sha .. kerla:l.-If a certain buyer goes to the market and purchases cloth for 
his shirt he would not think that this price he is paying is 0.5.1 or 0·5.0; he looks to 
the finer stuff. 
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Q. You are making the assumption that the difference is one pie. Are you able to. 
give a 'list of prioes at which yorr cloth is sold and the Japanese goods are sold f 

A. I cannot. , 
Q. You are making a statement in support of which we would like to have concrete 

details. 
A. I will see if I could send them to you. 
Mr. Majmudar.-I believe you have the statement of the Bombay Millowners' Associa

tion. If you refer to Table 7, you find the production of yam in the Punjab and Delhi 
together' was 12,873,000lbs. in 1907·08. It was 13 million in the next year, then it was 
nearly 11 million and went on dropping till in 1910 it was 8 million lbs. Then it was 
6, 5, 6, million lbs. and in 1914.15 it was nearly 7 millions. The figure for 1924·25 is 
about 8 millions and for 1925·26 about 11 millions. To what do you attribute the fall 
sinoe 1908·09 ! 

A. Mr. Sltaram Khemka.-There are more looms set up ? 
Q. That should not affeot yarn. This a table of total yam production. It is not 

yarn for sale only. Which qualities of cloth do you manufacture here? 
, Q .. Mostly coarse counts-khadi, sheetings. , 
A. Mr. Shankerlal.--Susi, drills, khadi, chaddars, twills, dhootis, etc. 
Q. In which of these qualities you find competion from the Bombay mills.! 
A. Khadi, sheetings and dhootis, mostly. 
Q. SO far as the chaddars are concerned, the production of Bombay Islll.1ld has gone 

down. Do you refer to the Bombay Presidency or Bombay Island when you refer to 
Bombay? 

A. Bombay Presidency. 
Q. Goods from Ahmedabad also are imported here. Do those also compete! 
A. Yes; but the increase in goods from Ahmedabad has not been very appreciable. 
Q. Are goods from the Indore mills also imported? 
A. It is very,little. 
A. Mr. Sitaram Khemka.--Sometimes you get fancy goods. 

SBOTIONIII 
1 fI/,ernal Oompetition 

President.-As regards Section III, Mr. Shankerlal, Internal Competition, I notice you 
mention only the advantages that Bombay has got. You don't mention any advantages 
that you have got. You have an advantage it sooms to m~newe should go into a little 
more cl08ely-of cheap labour. " 

A. Mr. Shankerlal.-No. Skilled labour is always cheap. Bombay has got advantage 
over others in that respect. 

Q. Your labour rates are very cheap indeed, judging frgm this statement, appendix, 
LA&& _. 

A. I quite see that; but then ·our· production is very poor and the cost of labour is 
certainly not in any way less. It is more than what it is in Bmnbay. 

Q. We can go into that when we come to labour. Then as regards cotton, what cotton 
do you use mostly! ' 

A. Mostly Punjab Lyallpur, Broach, Nagpur. -
Q. You have got advantages over Bombay as regards that. 
A. Only as far as the Punjab Lyallpur cotton is concerned, yes. 
Q. Is not that a distinct advantage? 
A. Yes. . . 
A. Mt'. Sitaram Khemka.-But Bombay gets Dharwar. 
Q. Can't'you use nothing but Punjab Lyallpur cotton? 
A. Mr. Shankerlal.-No; it is very oostly and certainly it does not give ~e same 

varieties as the Broach. 
Q. Why? 
.A. There is difference in softness. 
Q. You must have something else to mix with it t 
A. Yes. 
Q. What do you mix Punjab Lyallpur with' 
A. Mostly Broach or Nagpur. 
Q. As regards coal, where do you get yOur coal from t 
A. From Jharria. . • 
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Q. You have an advantage over Bombay there. 
A. What is the price of foreign coal? Don't they; get it cheap' I do not know. 
Q. There is not very much difference between the price of foreign coal and this coal. 
A. Certainly the quality of foreign coal is better than that of the Bengal coal. 
Q. It oertainly was, Mr. Shankarlal; but, we hope as a result of the Coal Grading

Board, that that is no longer true. 
A. I hope so. 
Q. In reply to Question 38, you say the power loom is steadily ousting the handloom. 

What are your grounds for thinking that?' . 
A. My ground is this. I remember every week in centres like Pilkua and others 

handloom weavers used to go and sell goods worth about lakhs and lakhs of rupees. 
I do not see them now for the last year or 80. . 

Q. Is it the reason why the spinning mills are worse off than the weaving mills, thap 
they have no longer such an extensive handloom weaviIIg industry to supply? 

A. No • 
. Q. If the power loom is steadily ousting the handloo.m, that means' that the hand

loom industry must require less yarn. 
A. Yes. 
Q. And therefore the mills which live by selling yarn oannot be so prosperous as they 

used to be.' 
A. I can realise that point. But then it does not matter whether the cloth is produced 

by handloom or pow.erloom. The quantity of yarn required is the same. 
Raja Hari Kisha" Kam.-you say' They have extensive borrowing facili~ies and at 

lower rates of interest than the upcountry milL~.' At what.rates can mills in Bombay 
borrow money' 

A. They can h9rrow at the bank rates. 
Q. And you cannot' 
A. No, we oannot. 
Q. Some of the upcountry mills are borrowing at bank rates. 
A. We tried to borrow but the Imperial Bank refused. 
Q. That lIlust depend on the credit of the individual concern. In Bombay too we 

were told that it was something above the bank rate. 
A. No, I know of gases where they are getting money at bank rates. 
Q. There are also cases like that upcountry. 
A. Mr. Sitaram Khemka.-Very few mills upcountry get at the bank rates; but 

many of the mills in Bombay get at the bank rate. We get it; 
A. Mr. Shankerlal.-It is just an exception. . 
Raja Han Kishan Kaul.-You cannot draw general conclusions from that' 
A. Mr. Sitaram Khemka.-Other mills are not getting the same facilities. 
Q. It is not possible to say that the upcountry mills generally suffe~ in respect of 

bank facilities when some of them get such facilities. . 
A. If the Tariff Board can induce the Imperial Bank to extend ample facilities 

to any good mills, it will be v!!Jry good. ' 
Q. Why do they lend in certain cases and not in other cases? 
A. We cannot say. 
Q. We should like to know on what basis it is. 
A. Mr. Shankerlal.-The only thing that a bank has got to look to is the security 

for the money it lends and nothing more than tha.t. If any firm is prepared to give a 
fairly ~ood margin for the overdraft, certainly a reasonable bank should nop desist from 
financing that concern. Why the Imperial Bank is financing some mills and why it 
is not others is only.because those mills which it is financing have got some connection 
with the Directors, Managers or somebody else connected with the Imperial Bank who 
oan persuade it to give the necessary help. 

Q. SO it does not do it on any principle; but it lends nioney at the bank rate to such 
mills as are in favour with it ? . 1· 

A Mr. Sitaram Khemka.-Except to the Birla· Mills they did not lend. The 
Kesoram Mills applied but they did not get any loan. 

. Q: The Mill was in a bad way'. The bank is either acting wiFhout any principle or 
It has sOlUe reasons to go upon. . 

A. Mr. Rhankerlal.-I do not see any reason for not lending any -money to the 
Delhi Cloth and G~neral Mills at Bank rate, -

Moy422-37 
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Q. Do you know the reasons why they refused to lend money at bank rates. 
Do you know definitely what the reasons were? 

A. Mr. Sitaram Khemka.~That is a difficult question. 
A. Mr. ShankerlaZ:-Our contention is just the other way. A bank has got nothing 

to look .to but the security of the money lent. 
President.-Have you any reason to believe that it does look to anything else? 
A. The only thing is that I applied for the loan at bank rate and I did not "et it. 

I was prepared to give collateral security-money security. " 
Q. Did they give any reason! 
A. No reason. They said that the Calcutta office did not agree to it. Even if the 

Delhi branoh recommends a certain procedure, it always rests with the Calcutta branch 
to decide finally. ' 

Raja Bari KiBhan Kaul.-Then you say something about railway freights. Are you 
prepared to lay down some principles on which you want the concessions? 

. A. I think for an industrial concern certain concessions should be granted. In any 
case the freights from industrial centres for finished goods should not be more than 
what they are in other places. 

Q. That is, for. any particular articles the rates from a manufacturing centre to the 
market towns should be the lowest? . 

A. For the export of manufactured goods and for the imports of raw material, the 
rates should be less. 

Q. You want to have the lowestrate for the imp;rt ofraw material, and for the export 
of manufaotured articles. Is it in force anywhere! .. 

A. Yes, Cawnpore and Agra have got that advantage. 
President.-Which is the railway which you most complain of? There are several 

railways here. . 
A. We generally deal with the G. I. P., the B. B. & C.I. and N. W. Railways. 
Q. Whioh is the railway of whioh you complain the most? , 
A. All of them. It is simply a question where we are getting our goods from" 

For instanoe, take Bombay. . 
Q. Then it is the B. B. & C. I. and the G .. I. P. , 
A. We get also' ootton through N. W. Railway-we send our manufactured goods 

mostly through N. W. Railway. . 
Mr. Subba Rao.-I wish you would elaborate the statement you made about the loans 

to your mill by the Imperial Bank. We have been told in various centres that there is 
some diffioulty about the loans. And in answer to Question llS you say that the exchange 
banks will not give loans and the Indian Banks cannot. Therefore we want some 
definite information on the point. You have said that in your own case you asked 
for a loan and you were refused. We want some definite information like that. Are 
you prepared to go into the matter more fully and say why they refused? There must 
have been certain oiroumstanoes why they did not give you the loan. 

A. I will tell you without disclosing the names. I was in need of money because of 
oertain reasons. I applied to oertain banks. The Exohange Banks said they would 
. not finance and on no conditions whatsoever. 

Q. Their business was perhaps different. 
A. I expeot every bank to finance an industry. 
Q. That is a different point. Then? 
A. Then I applied to the Imperial Bank. 
Q. To the local branch here ! 
A. Yes; and it wanted us to give a very exorbitant rate of interest. 
Q. Was it a question of rate or of seourity' '. 
A. I was prepared to give oollateralsecurity and security of other persons as well. It 

was simply a q';1estion of rate. They said that they would have..their durwans at my place 
ann I agreed., , 

Q. Is it in writing or was it oommunioated by word of mouth? 
A. Writing. Then they oould not oome to terms with regard to rate. 
Q. Was it above the bank rate? 
A It. was above the bank rate. . 
Q. Muoh above? Because the bank rate is given only for first olass loans. We cannot; 

expect them to give you loans at that rate. 
A. They do it ~ cer~iJl pases and I do no~ !llle anr reaa~>n whr ther should not cl9 it 

Dur rRse,. -
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Q. You suggest that they give to other industrial concerns loalll! at the bank rate and 
it was not so in your case ? 

A. Yes. 
Q. Was the' security given by others not better! Do you mean to suggest that their 

security was no better than yours and the bank gave them a loan! 
A. With an equally good seourity they gave the loan to a certain industrial concern 

and they did I)ot give it us. . ' 
Q. Surely tbat is asking us to believe far too much. 
A. It is all atltooratic. That is all what I say. I say .one thing. If I want a loan of 

a lakh of rupees ann my shop is worth 60 or 70 lakhs of rupees, oertainly,-it oannot be a' 
question of seourity. ' _ 

Q. It might be a fixed security. They want a: more liquid or a more tangible security. 
The 60 lakhs may be on the building and the Imperial Bank is not expeo~ed to give loan 
on the seourity of brick and mortar. . 

A. I was prepared to give good security of stocks. 
Q. J want merely some definite information. ·We had more or less vagUe statements. 

If you could give us more definite faots it will help us. . 
A .• Mr. Shankerlal.-I think I have told you definite facts. We are prepared to 

give good liquid security with a very good margin. 
Q. And,aIl this oorrespondence is in writing. It is not merely a question of having 

'personal talks f 
A. Yes. 
Q. You could give access to the papers if required ? 
A. Then they are giving loans in certain cases without appointing any. durwaus. 
Q. They do not get actual control of the material f 
A. Yes. • 
Raja Hari Ki8han Kaul.-Do you want at bank rate or at higher rates? 
A. At the bank rate. 
Q. You are not prepared to go higher f 
A. No. 
Q. Was it exorbitantly above the bank rate? . 
A. Certainly it was very high. Th!ly did come down Ii. little but still it was too muoh. 
Mr. Majmudar.-Are you importing Broach and Nagpur oottons to a great extentl 
A. Yes, to a pretty big extent. ' 
Q. Would it form about 25 per cent. of your total consumption, or more or less! 
A. More than 25 per cent. 
Q. If your average count is 14s YOl1 would not require mu~h Broach and Nagpur 

unless you are spinning lOs and 20s and bringing down the average to 14s ! 
A. I did not say I import only Broach and Nagpur cotton •. 
Q. You say more than 25 per cent. 
A. It may be 30 or 33 per cent. 
Q. The rest of the cotton is purchased looally 7 
A, FrOIll various oentres in the Punjab and partly locally too •. 

SEOTION IV 

Mil! Manauement 

Pre8ident:~ming to the question of mill management, Mr. ShankarlaJ, what is 
the system of remimeration in force here! ' 

A. Managing agenoy. A oertain percentage on profits. 
Q. What is the usual peroentage in Deihl? . 
A. Ten per cent. on profits. 
Q. Is that the system in force in your mill ? 
A.' Yes. . 
Q. Do you get an allowance for office expenses as well 7 
A. The offioe expenses are debited to the. mills. . 
Q. How much do they oome 10 ! . 
A' I have not got any idea about it beCause office' eJCtlenses . are' debited to the 

Ilxpenditure. 
140 Y 422-37a . 
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Raja Hari KiBkan Katd.-Without any limit' 
A. Without !l'ny limit and then the 10 per cent. is after allowing for depreciation. 
PrllBident.-After allowing for depreciation r 
A. Yes, after allowing for depreciation, income tax and everything. 
PrllBident.-It is on net profit? 
A. Yes. 
Q. Your system is the same, Mr. Sitaram Khemka r 
A. Mr. Sitaram KlIemka.-No. Ours is 2 per cent. on production awl -Rs. 500 per 

.month as managing agent's office remuneration. 
Q. How does !that work out as compared with 3 pies a pound? I think it works out 

at ahout 3'6 pies. There is not very much in it. You are in favour of a system of 
remuneration on profits. Have you got a fixed minimum! 

A. RH. 500 a month. . 
Q. Fixed minimum? 
A. Yes. 
Mr. 8ubba Rao.-In answer to· Question 44 you say the ~ciation of mamiging 

agents of a cotton mill with business other than cotton mills and allied business is not 
detrimental to the interest of the industry. In the first place is such a practice common 
in Delhi? Do mill managing agents undertake any other kind of business in Delhi! 

A. We do not, but others -do. . -
Q. Some of them do r 
A. Yes. 
Q. What other kind of business do they undertake? . 
A. We have got a jute mill in Calcutta. The Khalsa mill people do contract business. 

They are doing the Raisina work. They do export and import business, not all in 
piecegoods but also in gold and silver. 

Q: Some mill agents do other business. 
A. Yes. 
Q. Do you think it gives enough time for the managing agents to attend to the technique 

of the mills r . 
A. There are others expert in the business. 
A. Mr. Skankerlal.-The managing agents are not reqUired to look to the technique 

side or to work all the time. 
Q. It depends on the size of the mills they manage. Your mills being small they do 

not give enough occupation for a man of talent! 
A. Yes. 
-Mr. Majmudar.-In some places where the managing agents charge 2 per cent. on sales 

they also charge something on the purchase of cotton, eto. Do you also charge anything 
like that? 

A. Nothing. 

SECTION V 

Mill Finance 

PrIl8ident.-You say there are a few cases of over.capitalisation on this side. Which 
one are you thinking of f 

A. Goenka mills. 
Q. What about the Goenka mills' I notice they have got a capital of 10 lakhs-the 

same as yours. They have got only 300 looms against your 820 ..••.• 
A. We have got 1,250. 
Q. When did you put the other 400 in f My figures here are for 1925-
A. It was under erection then. 
Q. You put them in recently! 
A. Yes. 
Q. That does not look like depression f 
A. Yes, it is depression. H I put up a new mill it does not mean that there is no depres

sion. . H I inorease the size of the mill the overhead charges come down and necessarily 
we are much better off. 

Q •. Quite so; but one does not usually assooiate extensions with depression.. 
A Th!l machinfll1 was ord~d bef9f!l thll depression set in, .. 



Q. When was it ordered f _ 
~. 1924. 
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Q. The depression began in 1924 f Surely aocording to the Bombay millowners it 
began in 1923 or earlier. 

A. It was not felt on this side then. 
Q. You have doubled your spindles since that time? 
A. Yes, since 1924. 
Q. Did you extend out of reserves or out of new ogpital f 
A. Part of it was out of the reserves and part of it out of new capital. 
Q. What is your capital now f 
A. Ten lakhs. 
Q. It was ten Iakhs then f 
A. Probably those figures cannot be relied upon. There must have been some mistakes. 
A; Mr. Sitaram KlIemka.-For 3 Iakha.of rupees they got a mill. If YOll build a new 

mill \O.day you won't get 3 per cent. return. • 
Q. When did the Goenka mills start f 
A. Mr. ShankerZal.-Four or five years back. 

Q. In the boom time f 
A. Yes. 
Q. You say there was no unduly liberal distribution of dividends during the boom on 

this side of the country. Yours is rather a curious case. You distributed 20 per cent. 
in 1920,25 percent. in 1921 and 170 per cent. in 1922 ? 

A. Yes. The dividends were paid out of the· profits. The profits for the boom period 
were large and the dividends too were comparatiVllly large but they did not form a 
very large percentage of the profits. . . 
, Q. In most cases the biggest dividend was in 1920. 

A. It was 25 per cent. in 1923. In 1914 we paid only 41 per cent., in 1915 q per cent., 
in 1916 41 per cent. So that during the war when every other mill was making profits 
and paying large dividends we were not doing. ~o but we were building up the reserves. 

Q. I am not criticising your distribution in any way. It looks to me perfectly sound; 
You waited until you recuperated and then paid one big bonus.-

A. Yes.' 
Q. I consider that very sound. I ain not criticising it in any way whatever. I am 

merely asking whether my inference from these figures is con;ect. Since then you paid 
42 per cent. in 1924 and 32 in 1925, so that, really you are doing very well. I do not wonder 
that Mr. Sitaram Khemka whose mill has not been paying since 1921 wishes he were in 
the asme position. 

A. Mr. Silaram Khemka.-We could not take advantage of the boom time. 
Q. When did Messrs. Birla takeover the srency ? 
A. We bought this mill in 1922. 
A. Mr. ShankerZal.-These do not rep~esent a very good profit on the actual outlay. 
Q. You. say the system of obtaining loans exists to some extent but it is most unsound.. 

Why do you t·hink it is most unsound? 
A. I think every business man will say, to put in one's money in brick and mortar and 

plant and then be subject. to heavy demands at any time is one of the most unsound 
policips. . 

Q. How do you get your working capital 1 . 
A. Up till very recently we had the reserve and we haa no need to borrow any money, 

but for the last ,two years since puttip.g up this new mill we feel the pinch and must borrow 
money from somewhere. The Indian banks are financing us to a certain extent and now 
and then we get money from our own people. 

Q. You are using the short term loans to a certain extent now f 
A. We have got to use it because there is no other resource. 
Q. But you do not like it f 
A.No. 

Q. You say YOQ consider it good policy to invest the funds of the industry "in 
sound allied manufacturing cOlicerns. The policy as a matter of fact was strongly 
condemned by the Bombay Millowners' Association. I do not know whether you have 
understood what we meant by allied concerns. There was some misunderstanding 



elSewhere and perhaps it has happened in your case also.' What we meant was, colicerha 
under the sam!, managing agent. 

A. What I meant waR this. Supposing ours is a cotton milll and there is another 
concern manufacturing bobbins, pickers, ropes and other things which are used in the 
mill, then I would certainly consider it a good policy to in vest the mill money if a vaila ble 
in these concerns 

Q. Under the same managing ,agent' 
A. No. Didn't I say that managing agents of cotton mills. should not deal in 

business allied to cotton mills. 
Q. I do not think you made it quite as definite as that. You say • the association of 

managing agents of a cotton mill with business other than cotton mills and allied business 
is not detrimental.' Now, am I to understand quite clearly that you do not consider 
it a sound policy to invest the funds of one mill in another concern under the same 
managing agency? . 

A. I do not think it is a sound policy. 
Q. That is what I wanted to be clear about. 
Raja Bar, Kiahan Ka'Ul.-Isn't it a fact that you want surplus funds in the buying 

season when you have to buy raw cotton? 
A. What do you mean by • surplus' ? 
Q. You want a great deal of running capital' 
A. Yes. 
Q. We were told in Bombay that it is just at this time that they take these short term 

deposits and that it was found to be a more economical way of raiGg the capital than 
tying oneself down to a permanent loan? 

A. I do not understand what you mean. 
Q. For instance, you have to buy raw cotton and you have to keep your money tied 

up for six months. For those six months you want more money than you have in hand. 
If you take short term deposits for six months at favourable rates of interes\ ..•..••• 

A. What does • favourable' mean' 
Q. Low rates of interest. Comparatively low, lower than what you would have to pay 

for the whole year round. Then you repay these loans at the end of these six month~. 
By that time you have sold your cloth. 

A. I think it is a very desirable thing if I can get money for six months at a lower 
rate of interest. 

Q. Would it not be better to pay interest for six months than for twelvlI months! 
A. There is one thing. When we have got to pay money early we have got to get rid 

of our cloth at times at very low prices, almost at a loss. 
Q. What I understood to be the practice of the mills in Bombay which go for these 

short term deposits is that they take money on one year's fixed deposit and they so 
arrange matters that during these six months they have more money in hand than at other 
times of the year and they can easily reduce their cash balance at the end of that period. 

A. It sounds very good on paper but I do not think it is praotical. 
Q. We were told this by the mills which actually work the system. , 
A. At this time of the year when cotton crop has come in the sale of cloth is very good. 

What money was locked up in cloth is free for the purchase of cotton. When the year 
rolls off, the stook of cotton diminishes so that the money is free.. . • • • • .. 

Q. I suppose conditions' are somewhat different here. In Bombay the purchasing 
season is somewhat different from the season upcountry. . 

A. Yes, the Bombay season begins later. 
Q. You think the system does not suit your conditions so much as it does Bombay 

conditions?' . 
A. It does not suit us. I cannot say anything about Bombay. 
Q. You say • the average rate of interest of 8 per cent. mentioned by the Bombay 

Millowners' Assooiation is very near the mark.' Is that the rate at which money can be 
obtained here ? 

A. Yes, OD the average. 
Q. The bank rate is at present about 4 per cent. 
A. Yes. I do Dot understand how the Bombay millowners can reconcile their figures. 

The average yearly bank rate is 5 per cent. 
Q. At present it is 4, and you say the average of 8 per cent. is very near the mark? 
A. So far as we are ooncerned. 
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Q. You get your money at 8 per cent. '. . 
A. We pay about 8 per cent. on our loans on this side of the countrY. 
Q. Whatever the bank rate may be , 
A. No. . 
Q. I wanted to know whether'there waif any relll..tion between the bank rate and the 

rate at which you borrow' 
A. There is no direct relation, but certainly a low bank rate is reliected in a low rate 

of interest. 
Q. Is it ~ per cent. or 1 per cent. ai?ove the bank rate ? 
A. Not that. I do not think there is any dir~ct relation. 
Q. There is no direct relation between the bank rate and the rate of interest' 
A. No, but certainly when the bank ra;te is low it is reliected in the rate of interest, 

just to a very small extent. There is no definite proportion between them. 
Q. The bank rate only slightly affects the rate of interest' 
A. Yes. 
Q. If the difference is 80 great, bank~ would not be very wrong Jf they wanted to 

charge a little more than the bank rate ? 
A. That is for the banks to decide. 
Q. You are demanding that the banks should ..•••• 
A. When banks can give money to people on securities, Government securities or 

bank-securities themselves, at 4 per cent. I do not understand why they should not be 
able to lend us money in that way. That is my contention. It is only a difference in 
security. In one case the security offered is guilt.edged security. .In the other case 
it is a lioa ting assets. . 

Q. This 8 per cent. charged in the market is on fairly good security.' 
A. On the credit •. They do not demand any material security. 
Q. Is that rate lower on hypothecation? If a man hypothecates some property would 

he be able to get money at less than 8 per cent. ? 
A. I do not know. 
Q. You do not think so. He wUlstill pe charged 8 per cent.? 
A. I do not know. 
Q. I was trying to see whether this difference between the bazaar rate and the bank 

rate is ~ot a justification for the banks asking ordinarily fol something slightly higher 
than the bank rate on loans advanced for industrial purposes? . 

A. If a man can advance money at 4 per cent. rate of interest on Governmen,t securities 
I do not understand why he should not be able to advance money at 4 per cent. rate 
of interest on securities other ·than Government securities which are equally good. 

Q. Somebody has to decide that? 
A. I ask the bank to give loans on Government security. When I give an equally 

good security why can't they .give the loan at. the same rate ? 
Q. You want them to advance money at bank rate at very good margin. We want 

to find reasons for being able to recommend something of that kind. 
A. Mr. Shankerlal • ....!...The bazaar rate fluctuates. 
Q. You say it does not fluctuate. 
A. It does fluctuate. But it has no direct relation with the Imperial Bank. :.: am 

certainly not in favour of having money for two or three or four months. 
Q. For one year? 
A. One year is a little better. I do not think it is right to have short term money; 

and there should always be subject to the creditor's note. . 
Q. You do not think it is a handicap to have these two-the permanent bazaar rate 

of interest and the fluctuating bank rate. 
A. There are so many things. The bank wants statements. It is not so elastic. 

There is the security of durwans. Certainly you feel a little lowered. You give 
personal security. 

Q. On the other hand, you must enable the bank to satisfy itself: 
A. Certainly, on reasonable grounds. Satisfaction does not mean all these things. 

I do not see how a bank would be satisfied when lending money at 6 per cent. and not 
when lending money at 4 per cent. . 

Mr. Subba Rao.-You objected just now to these mlIIs taking money on short term 
deposits. 

A. Yes. 



Q. For what purposes are they used? Mostly for financing purchase of material like 
taw cotten, etc. Is it not? 

A. I said that money which is to be for the installation of plant or putting in brick and 
mortar should not be money on short terms. • ' 

Q. Therefore in addition to fixed 'capital, plant and machlnery should be financed by 
share capital or long term loans or reserves. There should be no addition to fixed plant 
or buildings unless that be financed by share capital or your own reserve funds or by 
long term loans, say for ten or fifteen years. 

A. Yes. 
Q. Therefore there should not be as a rule any part of the block account uncovered by 

such long engagements? 
A. Yes. 

Mr. Majmudar.-When does the cotton season start on this side? , 
A. In about 15 days from now. In the beginning of November and end of 

October. . 

Q. And it lasteoup to what period? 
A. The end of March. 
Q. SO you cover up your cotton between No~ember and March ? 
A. Yes, for the whole year's requirements. 
Q. The demand for yam continues throughout the year! 
A. We do not sell much yarn. But for all I know the demand fairly coutinues. 

Q. The demand is evenly distributed throughout the year' 
A. It is not so. But at certain times of the year it is very good. 
Q. When do stocks accumulate? . 
A. Formerly the sales of doth used to be just for two or three months in the year, 

towards Deepavali festival. But now the sales are fairly well all round except that th(>y 
are a bit increased at this time of the year. • 

Q. In November and December they are more , 
.A. Yes. 
Q. You are able to sell off your monthly production throughout the year' 
A. Not now. 
Q. When are your stocks in cloth highest ,! 
A. September. 

Q. And when are they at the -lowest? In December' 
A. Yes, December and January. Usually at that time. 
Q. Do you take public deposits in small amounts' Is it not the usual practice on 

this side to take deposit.s from outside people! 
A. Not usual. 
Q. H you are getting deposits from the public at 5 or 61 per cent. against 8 per cent. 

that you have to pay.. .. .. . 
A. I never said that I was paying 8 per cent. I said that it was just near the market 

rate. 
Q. In that case you would prefer public deposits; or would you prefer big deposits? 
A. "The best course is to have money from the banks; and take as much as you like 

and whenever you like it and pay it off whl!n you have surplus. 
Q. You mean an over draft account! 
A. Yes. . 

Q. Even there, there is the minimum olause and a certain percentage above the bank 
rate and so on, and all that works out to a high figure. 

A. That is what I was saying. That is what is most undesirable. 
Q. SO from the business point of view if public deposits are available at a lower rate, 

it would not be a bad policy to take deposits from the publio rather than pay a higher 
rate to the others. ' ' 

A. The best course would he te have a over draft account with the bank. 

Q. But if you can get money from the puhlic at a lower rate' 
A. That is not a better proposition than what I suggested. 
Q. From what point of view' 
A. From our point of view. 



'Q: If you are making a saving in interest, why should not that be done? 
A. I do not think anybody can advance money at less than bank rate. An over draft 

account at the bank rate is by far the best. 
Q. Banks won't agree to that rate unless you deposit Government securitios or some.. 

thing of that sort. ' 
A. That something is the liquid assets of the company that we want m this respect. 
Q. May be the liquid assets of the company or other securities t 
A~ That is what I was relling you all this time. 
Q. Generally the banks prefer to give on Government securities. 
A. Just take the case of Birla Mills. They have got money from the Imperial Bank 

at the bank rate on the security of the cloth stocks. 
Q. They are in the bank godown ! 
A. They are in the mill godown. 
Q. There is a guard of the bank there t 
A. No ward of the bank either. 
Q. But if those facilities are not available t 
A. Then make the best of a bad bargain. 

-Q. Would you go in for public deposits if you are get~ing them at a lower rate t Vou 
do not consider that to be a bad policy? That is what I alii trying to find out. 

A. The best is the one I suggested. It is a question which is the second best. • 
Q. Which is it ! 
A. Certainly if you could get money at a fixed percentage, at a fairly cheap rate, for a 

long tl'rm it is 'iuite good. 
Q. What do you mean by a long term ! Is a year's deposit considered'to be along terlll 

or a short term t 
A. It is neither too long nor too short. 

SEOTIONVI 

Costs 0/ Production' 
P,eRide';t.-As regards cost of production, Section VI, Question 1)7, you say' The foreign 

manufacturer has the advantage of (1) cheap stores; (2) cheap money; (3) cheap 
power; (4) efficient labour: (5) and lower capital cost.' Which foreign manufacturer 

'are you referring to ! . 
A. I had chiefly in mind the English and the Japanese. 
Q. Take the Japanese, what is the ground for saying that they are having cheap stores' 

Where do you learn that? 
A. Mr. Sitaram Khemka.-We import Japanese bobbins. 
Q. Bobbins are made in this country. Have you tried them? 
A. Yes; we have tried them but they are no good. 
A. Mr. Skank.rlal.-Of course all the bobbins in my mills are Indian made. 
Q. How do you find tbem t 
A. They are certainly cheaper in rate but they are. not so good. 
Q.' What about cheap money t What do you base your stat-ement on, as regards 

Japan! . 
A. I think I saw in • Capital' that money is everywhere very cheap. It is exceptionaI1l' 

low in India at thi.~ time 01 the year. Perhaps this is the first time when the bank rate 
is so low. But usually it is higher than in many foreign countri'l.s. I think the English 
.manufacturer was in my mind when I wrote this. 

Q. I want to be quite sure, because if you are thinking of -the Japanese manufacturer 
we should like to )lave more particulars. 

A. So far, as the .Japanese are concerned, I 40 not think it would,apply equally well. 

Mr. Subba Rao,-In reply to' Quest-ion 59 you S8Y 'By providing humidifiers the 
production can be increased by about 10 per cent'. Which departments are you referring 
to"! , 

A. Mostly weaving. But humidifiers affect the spinning too to a certain extent. 
Q. Vou get 10 per cent. increase in weaving due to humidifiers? 
A. I cannot b,e quite Bure, but certainly I think it is increased by about 10 per cent. 
Q. Does the cloth lose in weight when it is sent to the folding room after the ware 

house 7 



Q. Certainly, yes. 
Q. How much of the 10 per cent. goes to weight, 
.A. If I get a little more than one piece of the same quality, the loss in weight does not 

come in at all. 
Q. You mean in yardage? 
A. Yes. , 
Q. SO you ge~ 10 per cent. increase in production in yardage' 
A. Yes. 

~~in~=~' -
A. You know in Delhi we have got extremes of climate both as regards heat and as 

regards humidity. We have got to make artificial arrangements to keep·the temperature 
at the right level. Sometimes when the weather is dry, the machines will not run, so 
that we have got to give humidity.to make them run. If there is no humidity probably 
they will never run. So that a statement like an increase of production on account of 
humidifiers will be a very bold statement. Certainly, it helps working in certain times 
of the year. That is all what I can say. 

President.-As regards your raw material, how do you purchase it? Have you to 
purchse for a year ? 

A. For the whole year, during the cotton season we purchase cotton for the whele year. 
Q. You get the Punjab American in what months? 
A. December, January. 
Q. You buy enough for one year? 
A. Yes. 
Q. And the same with Broach ! 
A. Yes. ' 
Q. How do you buy? Through your agents? • 
A. I have got agents there and then I send my own representatIve from here. He-

Bees to the best stuff and the rates. " 
Q. Do you the same, Mr. Sitaram Khemka ? , 
A. Mr. Sitaram Khem1ca:-Yes. We generally buy seed cotton and get it ginned at 

factories. 

Q. IJave you got ginning factories? " 
A. No. We get it gi=ed at the outside gi=ing factories. 

Q. Do you the same Mr. Shankerlal ? 
A. Yes. Sometimes the course differs. 

Q. Are you able to do any hedging at all 'i 
A. We do not go in for speculation. 

Q. Hedging is not speculation. In fact it is the opposite. Hedging is insurance 
A. We do nQt do that. 

Q. Take the present position. If you" had a large stock of Broach cotton on hand 
it means that by hedging a loss of perhaps Rs. 40 per candy would have been avoided. 

A. I do not think the rate of Broach cotton has fallen so much. 
A. Mr. Sitaram Khem1ca.-1f the market advances, then we will lose. 
Q. In that case, you would hedge that too, to ensure against any fluctuation. 
A. It leads to speculation and we do not want to do that. 
Q. It would be a little difficult for you to hedge, I suppose. 
A. Mr. Shankerlal.-Yes. ' 
Mr .. Majmtular.-In reply to Question 62, you say 'Information which is placed at 

the disposal of the foreigner by his Government'. Will you please amplify that state-
~, . " 

A. It does not need any explanation. It is plain enough. For instance, the price 
"Jf cotton in the American market has been fluctuating very widely and it affects the 
price of Indian cotton. If w~ had a fair crop certainly the~ w0.uld not. be," so wide a. 
fluctuation. The prices of Indian cotton are governed by prICes m Amenc&. We do not 
have authentic information about the American crop. 

Q. Do you suggest that the Japanese Government gives authentic informa.tion to 
the Japanese mills f 

A. I think so. 



Pruident.-'rhen you are, making a eomewhat startling statement. 1 do not thlnk 
you quite realise the implication of your statement. Your statement amounts to this, 
that the Japanese Government are able to'obtain from America authentic information 
whereas the information published by the American authorities is incorrect. 

A. Unfortunately the ·facts are so, without meaning any allegation against anybody. 
Q. You are making a serious allegation which I think you would find it extroardinsrily 

difficult to substantiate. I for one, should find it extremely difficult to believe that 
the Japanese are in a better position to obtain information in regrard to the true state 
of the American market than is Lancashire. 

A. I simply mean that the information abeut foreign cotton is SO very meagre and 
poor in India and we have to depend on world fluctuations and if we had good inform. 
ation as I think other Governments give, it would be better. 

Q. The information available here in regard to the state of the American crop is as good 
as it is in Japan. 

A. I have no reason to doubt your statement. 

Q. There are various ways of obtaining information about the American crop., There 
are published in Lancashi.r&-we &re as a matter of fact subscribing to them ourselves 
-various reviews such as Tattersalls which can easily be obtained and are obtained 
by the Bombay merchants. 

A. I am not making any allegation agains~ anybedy. I ,simply meant that the prices 
of cotton fluctuated so muen and depended very much on American markets, so that 
if we could get better information it would certainly help us in the purchase of our 
cotton. 

Q. There are faults on the part of the American reporting agency 'which they are 
apparently doing their best to rectify, but I do not think that the foreigner, as you call 
him, is in any better position to obtain authentic information about the American crop 
than the Indian merchant. . 

A. I do not know. 
Q. I think Mr. Majmudar would agtee with'me. 
Mr. Majmudar.-Perhaps the Japanese firms, might have an .arrangement to get 

crops estimated by their own men. 
A. That was what I was thinking. 
Mr. Majmudar.-Thatwould be done by the Japanese firms trading in cotton in 

America and not by the Government. . , ' 
Pre8ident.-We now come to the question of labour. You say' the new Factory Act 

of 1922 has reduced the apinning and weaving production by about 12 per cent. anll 15 
.per cent. respectively'. Your figures seem to vary considerably from those produced by 
the Bombay Millowners' Association. We should like to know the reasons for the 
difference. The Bombay millowners told us that.the spinning production has gone down 
by 16 per cent. and their weaving production by 10 to 12 per cent., almost exactly the 
opposite. Why is that? ' ,_ 

A. Mr. Shankerlal.-I have got the facts. I have got to face the facts about production 
in our mills. And then commonsense says that the production of weaving must be lower 
than in spinning, because in spinning you take off the doff as soon as it is ready, within 
half al) hour or so. In weaving on the other hand you cannot just weave half the cloth 
and leave the other half. The production in weaving is considerably lower than the 
production in spinning owing to this Factory Act •• That is what I was driving at. 

Q. The Bombay miIlowners say that the efficiency in spinning was in no way affected 
by the reduction, because the machine goes at just the same speed whether the hours 
are 10 or 12 and therefore turns out exactly the same per hour so the reduction was 
16i per cent. You say that it is not so with you. ' 

A. Mr: Sitaram Khemka.-I differfrom Mr. Shankerlal. My figure is just like Bombay's. 
Mr. Majmudar.-Is it because you are spinning different counts and producing 

different qualities of cloth? 
A. It may be due to that. 
Mr. Subba Rao.-Do you produce different counts ! 
A. My experience is that there is more difference in spinning than in weaving. Spinning 

is reduced in proportion. 

Q. Is there much difference in counts between you? 
A. Not much. 

Q. Then that won't explain the difference as between you two. 
Mr. Majmudar.-When did you take figures? ' 
A. lIiunediately before ahd immediately after. , 



Q. Can you give us the figures for the same counts and the same qualities of cloth f 
A. That would be difficult. . 
President.-As regards the number of spindles looked after by one spinner you say a 

. competent spinner can mind about 200 spindles. Is he doing it? How big is your frame? 
A. Weft 364 and warp 420. We t~ke both on average. . 
Q. Then he looks after half a frame in each case ? 
A. Yes. 
Q. If he looks after 210 weft spindles can't he look. after 210 warp spindles? 
A, Mr. ShanTcerlal.-No. 
Q. Why? I cannot quite understand why the number of spindles a man looks after 

should be limited by the size of the frame. Cannot you divide a frame up ? 
A. There is such a thing as the layout of the machine as well so that it will be difficult 

to accommodate machines of a different length in the same building. 
Q. But could not put instead of putting two men to 8f frame, three men to look after 

two frames ? 
A. No. 
Mr. Majmudar.-The point is this. Four sides are 100kea after by four people: 

Instead of that if you could keep three people and ask them to mind four sides, 
would that not work? ' 

A. That is not practicable. . I 

Q. It is baing tried in one of the S~uthern India mills. 
A. With what success? 
Q. Satisfactory so far. 
A. Is it working satisfactorily? 
A. Yes, we were told so. 
A .. When did they try it and what is the production? 
Q. It is under trial. 
A. When did they start the trial , 
Q. Recently. 
A. There has been no fall in. production , 
Q. The experiment is under trial. 
A. Mr. Sitaram Khemka..,-It is only in an experimental stage? We should think 

the production will faIl to a certain extent. 
President.-Try it and see. _ 
A. Thanks very much for the suggestion, but I do not think I can. 

Q. You may be compelled to do things like that. 
A. I would do many things if they-were only possible •. 
Q. You do not go in for coloUred, dyed or bleached goods in Delhi ? 
A. No. • 

Q. Your statement of wages which you have given in answer to Question 68 isvery 
interesting. I notice that your weaving wages have gone up singularly little in proportion 
to some of the other departments. On what principle is your increase given t Take 
your blow room. The blow room wages are double and the card room wages are Itt-hs 
of what they were. In the frame department, per hank, the rate is more than double, 
in the mule department it is Ii times as much, in the ring department it is 21 times 
as much, in the reeling department it is I ~ths, in the winding department it is 3~ths, 
in the warping department it is 3~ths, in the sizing department it is 21 times as much 
in the drawing department it is just double and in the weaving department it is less than 
30 per cent. more than it was in 1914. There are very marked differences between 
the figures. 

A. It would be difficult to explain each of these rises, but certainly some of them can 
be. At least an attempt can be made to explain them. The blow room increase is due 
to the general increase in the cost of labour. A coolie can get more, about 16 to 18 annas 
by doing simple labour, so that the wages of the blow room operatives have to be increased 
in proportion. There has not been much increase in the card room. Next in the frame 
department the inorease has probably been more since the inauguration of the Factory 
Act because in this department we are paying by piece. work 60 that the number of hanks 
turned out on a frame has diminished on account of the reduction of working hours1and 
to make the workmen work on a fairly good remuneration it was necessary to increase 
the wages. In the mule department there has not been much increase; in the ring 
department the increase can be attributed to the fact that there was practically no ring 
department in Delhi in 1914. 
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Q. In all mills' 
A. Probably in all mills. If at all there were a few frames. TJien in reeling there 

has not been much increase. 
Q. Winding and warping are the two most extraordinary cases. Are the figures right 

for warping t R9. 60 seoms very high. . 
A. In BOme cases they get more thau Rs. 60. I know some are drawing more than 

Re.60. 
Q. They are getting higher wages than others! Your increase in wages in the weaving 

department has been much less-thau anywhere else! 
A. In 1914, probably the warpers were earning very low wages. . 
Q. They have go;'e up less than 30 per cent. In some cases they have gone up 250 

per cent. Is there any explanation w!!y you have been able to keep weavers' wages 
down like this ? 

A. Probably the weaver is the best paid mau in the whole ShOF. 
Q. But the increase he has obtained is very low. , 

, A. In 1914 we were not weaving the same counts of cloth as we are weaving to-day. 
We are weaving closer reed and pick cloth, whioh means lower production. 

Q. How does the production in 1914 compare with the production now? How many 
pounds a day could the weaver turn out in 1914 compared with what he is doing now ! 

A. I have not got a good idea. 
Q. A general idea? 
A. If you see the figures in 1914 there were very few looms, so that wages then were 

more than what they should have been at that time. 
Q. That is quite a reasonable explauation. 
A. And now we have got 2,600 looms. 
Q. What is the average production! 
A. Per day per loom! 
Q. Yes. 
A. About 20 pounds. 
A. Mr. Sitaram Khemka.-It is Madi. 
Mr. Su.Ma Rao.-Each person minds two'looms 1 
A. Yes. 
Mr. Majmuda.r.-Twenty pounds is the average production? 
A. It is khadi. 
Q. The rates gi;en are for khadi ! 
'A. Yes. 
Q. What is the average wage? 
A. Of a weaver! 
Q.Yes. _ 
A. About Rs. 40 for people who are working on two looms and about Rs. 22 to Rs. 25 

for workers of one loom. It is the average. • 
Preaident.-You say in Bombay labour is not migratory. I do not think the Bombay 

millowners would agree with you there. 
A. Mr. Shankerlal.-Probably not. It is a question of degre&-this migration. 
Q. Do you find your labour very seasonal! You do apparently? 
A. Yes. 

Q. Do you provide any housing accommodation for your work people? 
A. Mr.,Sitaram Khemka.-We do. 

Q. For how many do 'you provide? 
A. For about 60 per cent. of the labour. 
Q. You will be 'able to show us some of the chawls 1 
A. Yes. 

Q. You say the Factory Act has increased the overhead charges by 20 per cent.' 
A. Mr. Shankerlal.-Yes. 
Q. I do not'see how it could have do';'e that. You say it has increased them because 

of the cost of coal, insurance, etc. ' 
. A. Because we have got to keep our boilers warm all the 24 hours and have to work 
for only 10 hours instead of 12. 
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Q. It increases the cost of coal relatively to production. I take it that is what" you 
mean , 

A. Increases the overhead charges for a pound of cloth by 20 per cent. 

Q. Surely it has not increased the cost of coal by 20 per cent.? And then you mention 
insurance, wages and interest. I should like you to work out the figures. 

A. One thing is that production is very low. 

Q. The production has gone down by 15 per cent. according to yoU!; figUres. But 
your charges have also decreased? 

A. Decreased for what' 

Q. For coal. They have actually decreased for coal. You' speaK of insurance and 
interest, etc. I cannot see that any of these charges has gone up 20 per cent. ' 

A. The coal bill has gone down but the cost of coal per lb. of cloth produced has gone 
up. We have got to pay the same amount of insurance. Then wages have not gone 
down. . 

Q. Your .. weavers' wages have gone down ,~., • 
A. Yes, the piece-workers. But what percentage do they form of the total labour 

force' 
Mr. ·Majmudar.-Which is the highest count that you spin , 
A. I used to spin 30s. Now we are doing 248. That is the highest. 

Q. That is on ~ing frame I takelt, and what is the lowest you spin on the ring frame? 
A. 13s lOs too sometimes. 

Q. At present each spinner minds the same number of spindles whether you are spinning 
13s or 24s' ' • . 

A. Mr. Bilaram Khemka.-We increase the number of boys when spinning coarser 
counts~ 

Q. You do increase the numbet-"of boys when spinning coarser' 
A. Yes. 
Q. In reply to Question 69 you say the average weaver's wage per lb. of standard grey 

o!oth is nine pies, whereas you told us that 9 pies is the rate for khadi 7 . 
A. Mr. Bhankerlal ....... That is a discrepancy. That is a typographical mistake. 
Pteaident.-Do you consider that depreciation should be the first charge tin profits! 
A. It should be part of the cost of produ,ction. 

Q. The princi pIe you follow is that your managing agent gets commission after deprecia-
tion has been deducted' •. • 

A. Yes. 
Q. What fee do your auditors get' 
A. Rs. 1,000 and a little more. 

A. Mr. Bitaram Khemka.-Rs. 500 for each audit. We have got two audits in a year. 
Raja Hari Kishan Ka,ul.-You propose 71 per cent. depreciation on account of 

machinery. 
A. Yes. 
Q. And on buildings' 
A. Five per oent. The inoome-tax department allows 21. 
Q. And you want f 
A. We,want 5 per cent. 
Q. You want 5 and 71 per oent. ? 
A. Yes. 
A. Mr. Buhba Boo.-You say the amount of depreciation, should be credited" under a 

separate head and utilised for renewals, etc. Would you approve of the funds being 
used for extensions! ' . 

A. No. 
Q. Do you regard it as sound or unsound f Suppose you have acoumulated a depre. 

oiation fund, would you use it for having more looms and spindles and extendina 
your building ! . ' " 

A. It would be better if the amount of depreciation is kept reserved for renewals and 
replacements only. . 

Mr. Majmudar.-You would debit the renewals and replacements of machinery and 
bUidi~!~ the expenditure sidll 9f the profit and loss statement every year , 
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Q. Do you utilise the amount of depreciation for purposes of renewals and replacements 
of machinery ! 

A. I never said we are doing so. I said..it should be done. 

Q. Suppose you put in a capital of Rs. 100. You take out the depreciation amount, 
say R •. I) a year with the idea that after 20 years you may be able to put in new 
machinery when your mac'liinery does not work economically or is obsolete. If you go 
on Apending money for renewals and replacements out of this fund, at the end of 20, 
years you will not have a sufficient amount on your ha~ds to replace the machinery 
which has become obsolete or depreciated. " 

A. Quite. - If you see our balance sheets you. will find that we have debited repair~ to 
machinery to the debit side. 

Q. So the amount spent On renewals, etc., should be debited to the expenditure side 
and not to depreciation fund 1 

A. _ Renewals and replacements. 

Q. By replacement of machinery I mean the replacement of parts, not the whole 
machine. Of course they buy the whole Jll&chine out of depreciation fund. If a. machine 
is replaced certainly, it should come out of the. depl"eCiation fund but otherwise _ 
it should be shown on the expenditure side. 

A. Quite. 

_ Q. And the amount-to the credit of depreciation fund should be used in the purchase I 

of new machinery only 1, " 
.A. Yes. 
Raja Harl Ki8han Kaul.-You say "An additional 10 per cent. ie-added on to the price 

of the goods ex.mill for cartage, railway freight, etc. . Can you give us any idea of how 
mucq the middlemen's profits are out of this 10 per cent.? . 

A. Nearly 21 per cent. I t\tink. 
Q. All the middlemen toge\her ? 
A. Per middleman. 
Q. How many middlemen are there? 
A. Usually two. In our case ~here are two. 
Q.-rhat means I) por cent.. (" , ," " 
A. Yea. I) per ceDt. for middlemen's profits and I) per cent. for the rest. 
A. Mr. Bhankerlal.-In our case there is only one middleman. 
Q: You have got a commission agent, a guarantee broker or some other sa:le agent? 
A. No. _. 

Q. You sell your goods yourself ? 
A. Yes. 
Q. You do not pay any commission to anybody? 
A. We sell direct to merchants in Delhi, and outside Delhi we have got "'commission 

agents. 
Q. How much commission do you pay 7 
A. Usually it'is Re. 1-9-0 per Rs. 100. 

Q. Then this wholesale dealer to whom you sell the goods, he sells it to other wJlOlesale 
dealers? The Delhi wholesale dealer sells to other wholesale dealers who pass it on to 
others? 

- A. Mr. Bitaram Khemka.-We have got a shop here. Outside people come and buy 
from us. They do not sell here to wholesale merchants. • 

A. Mr. ShankerIol.-We have got a shop also. We sell to anybody who comes there. 
Q. Whether he is a retailer or wholesaler? 
A. Yes." 
Q. Isn't it the wholesaler who buys mostly? 
A. Mostly it is the outside people who come there. 
A. Mr. 8itaram Kkemka.-Petty shopkeepers from outside. They go into the villages 

and sell. -
Q. He makes 21 per cent. profit to which should be added 21 per cent. in case of sales 

outside? 
A. He also pays discount_ 
Q. SO it comes to 4 to I) pElr cent. middlemen's profits and Ii per cent. on account of 

other charges 7 . 
A. Yes. 
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SEOTION VII 

Remedial Mea8ures 

President.-First of all, what are you in favour of, a duty on all piece-goods! 
A_ Mr_ Shankerlal.-All piece-goods.. -

Q. To wh~t extent? 
A. About 13 per cent. 

Q. Making it 25 per cent. altogether? .supposing you put a 25 per cent. duty, do you 
admit that it is bOlmd to raise the prices? 

A. Not much. 
Q. If it does not raise the prices, of what use is it going to be ? 
A. It will raiS(' the prices to a slight extent. . 
Q. If it does not raise the prices substantially, how is it going to help the millownors ! 
A. Mr. Sitaram Khemka.-It wiII raise the price of imported cloth. We do not get· 

the aqvantage to the extent of 13 per cent., because there will be internal competition 
• and most of the stocks at present held will be sold and we can have advantage to the 

extent of 5 or 6 per cent. ' 

Q. You .think you will get about half the advantage! 
A. Yes. 
Q. Supposing you raise it only by 6 per Qent. ? 
A. We cannot sell if it is raised by 6 per cent. 
Q. Then what is the use of a duty? 
A. Mr. Shankerlal.-The first effeot of the duty will be to clear off the stocks. 
Q. How! 
A. Because the prices of the imported goods will necessarily be increased and all the 

imported goods will be displaced by the Indian made goods. 
Q. If ybu cannot sell thein at present prices, how can you sell them then! 
.ft.. The sale is there. It ill a question of cost. The imported goods now displace the 

Indian made goods. When there are no imported goods to compete or in ot.her wbrds, 
the imported goods are coming in at higher prices, only the Indian ~loth will be in demand. 

Q. But if it is not in demand at the present prices, how is it going to help you! 
A. Mr. Sitaram KT.emka.-It is because the imported clot.h'is there. There is demand 

for all pieoe-goods-dhoties, etc. But whether the merchant buys the Indian made 
dhoties or the Japanese dhoties, that depends upon the choice. When you have no cheap 
English made or Japan made dhoties, he will have to come to the Indian made 
dhoties. . 

Q. You consider then that an increase of 6 per oent. in your present prices would be • 
sufficient to compel the Indian consumer to take to Indian made goods in preference 
to imported goods! . . 

A. Yes. Because the imported goods will be raised by 13 per cent. 

Q. But you say also that the purchasing power of the ryot has decreased owing to 
the appreciation in the exchange. If that is so, what justification is there to compel 
him to pay more for the olot.h ! . 

A. If Indian industries are to be encouraged, it must be done. 
A. 211r. Shankerlal.-He pays the same prices; whet.her it is foreign or Indian' cloth, 

t.hat does not matter. . - . 
Q. If his purchasing power has decreased, why do you propose to compel him to pay' 

more for such cloth as he buys! 
A. He won't pay more for his cloth. ' 
Q. He will pay 6 per cent. more aocording to your caloulation's. . 
A. I only said that the imported goods would be prohibitive in price and the level 

of prices of the Indian made goods will not increase. 
Q. But you say that it will increase by 6 per cent. 
A. Mr. Sitat'am Khemka.-That is my contention. 
Q. You now say it will not increase at all ! 
A. Mr. Shankerlal.-It will in<:rease for some time. 
Q. Then the only way in whioh the IIUlJoW1lerS a,re going to gain is by ~ 
A. Clearing of ,stocke at present. ' " . 
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Q. You propose that the duty should be on all y&n!. of counts below 30& Is there 
ery much of yam of counts coming below 30s t . 
A. I should .y 4011, to be on the safer side. 
Q. If you make it 4011, won't that have a bad effect on the handloom industry t 

• ou would raise it by 10 at one stroke in order to be on the BBfe side. 
A. No; it won't affect the handloom industry. 
Q. Why not, They use a good deal of yam of counts between 308 and 4011. 
A. Above,4OII and up to 60s. • 
Q. In allY case if you exempt yam above 4011, wou't that enable the handloom industry 

• place itseU in a favourable position relative to the mill industry,! 
A. I do not follow. • 
Q. If the handloom industry has to pay no duty on yam above 4011 won't it be in 
considerahly more fsvourable position to compete with the mill industry in cloth of 
.unts below 4011 f , 
A. After all there is a good deal of handloom cloth woven above 4011. 
Q. If there is no duty on yam above 4Os, will not the handloom industry be in a position 
sell its finer g09ds cheap and will they not displace the mill made goods to some 
tent, II 

A. Mr. Sitaram KAemka.-The Indian mills do not manufacture over 40s generally~ 
Q. Do you want to keep out all British and Japanese cloth and replace it by Coarser 
,th' 
A. There must be some foreign competition. 
Q. You want to have a prohibitive duty t 
A. It is not very prohibitive. 
Q. You BBid a prohibitive duty. 
A. It is ouly reasonable,. not prohibitive. 
Q. In any case, you BBy in answer to Question 106 .. It will not appreciably inc~se 
, price of cloth except probably for just a time as the cut-throat policy of the Indian 
lIs will act favourably for the coDSUmer." But if the cut-throat policy of the InWan 
lIs is going to keep the prices down fo~ the CODSUmer, what is the 'Il88 of a duty f 
~. Mr. Shankerlal.-Instead of having accumulation of stocks, the whole thing will 
cleared and there Will be expansion of the industry. 
~ You want a duty in order to enable you merely to clear the stocks. Is that so f 
l. The rise in prices will come later on after the clearance of stocks. 
rtaja Han Kiahan Kaul.-You BBy Indian mills generally do not weave cloth from 
mts higher than 40s. When you propose that yams above 4011 counts should be 
~mpted from import duty, why would you not ex~mpt cloth woven from yam above 

I' 
~. Mr. Sitaram KAemm.-Just as an encouragement for the handloom industry. 
~ But is it not a fact that the handloom industry confines itself to lines di1ferent 
m those which are pursued by the mills , 
l. The handloom industry generally means finer counts. 
~. And those varieties are different from the varieties produced by the mills ! 
l. By the Indian mills. 
~ • .AJ!!o the f~reign milIa. You are not going to tax yam above 4Oa. But if no cloth 
eing'Producedinyarnsover408,-why should you impose a duty on cloth of counts 
her than 40s t 
~. The mills do not generally produce cloth over 4011. The handloom industry does. 
~. The handloom industry does not come in competition with the mill industry, so 
as the finer counts are concemed ! 
l. The imposition of duty on cloth of counts above 4011 will give 'an impetua to the 
!ian mills to go in for finer stull. -
~. At present you say there is no such production. 
l. At present; but if you put a duty! 
~ Before you begin to produce these finer qualities of cloth you make it more expensive 
the consumer 7 
l. If it is protected from the beginning ! 
l. Mr. Shankerltil.-It allects a very f~w peo~le. Yo~ Be!' o~ answer to Quest~n 
I. .. The third ClaBB of consumers are m a IDlCl'OSCOplC mmonty and are very rwh 
.ple who can afford to pay even a U~le higher price for their reqmremen.ts." 

MqY~2-38 
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Q. Quite right. But you want to penalise those people who are using the finer goods 
without being able to produce simiIar qualities of cloth. Is there any justification 
for that! . -

A. Only this justification; first of all I refer you to our answer to Question 116 
.. for subsidising Indian mills weaving yam above 309 counts. This will induce the well 
equipped milIs to take to finer spinning and weaving and thus avoid keen competition 
with the upcountry mills which are weaving coarser goods." 

Q. Do you know that at present some of ~he milIs have begun to weave finer counts, 
because they find it more profitable! • 

A. I do not know if they find it more profitable. 
Q. Even under present conditions they find it more profitable. 
A. I do not know if they are working profitably. 
Q. I want to know whether you are aware of this. 
A. I tio not know if they are working profitably. 
Q. In that case their position will not be any the worse if they went to finer counts. 

If certain mills have taken to weaving finer bOunts and they are doing it profitably at 
present .in the present state of depression, they will continue to do so even when any 
additional duty on cloth woven from finer counts is put. . 

A. Quite. But the only thing is that at present they are not working as profitably 
as to induce other milIs to go in for finer counts. _ 

Q. The other milIs do not know that they are working profitably. It is their business 
to find it out. . -

Mr. 8ubba Rao.-Your demand for protection, I suppose, is a mere replica of the demand 
of the Bomliay people! You have not worked out any special figures yourselves. 

A. Yes. 
Q. You merely acoept their figures 7 
A. Yes. 
Q. So when you demand protection of 11 plUB 13 or 24 per cent., it is merely based on 

general impression. You are not basing your calculation upon any ascertained facts? 
A~No. • 
Q. Is it not, therefore, m&king a big demancl on the Indian consumer unless you know 

what the actual disability is? You are asking for protection, but you are not supplying 
any figures on the point. How do you expect the oonsumer to bear the burden unless 
you tell him why he should bear it f -

A. I quite see the point. We have got no reason to disbelieve the figures of the Bombay 
Millowners' Assooiation. 

A. Mr. 8itaram Khemka.-If you want to protect the textile industry, you must 
have a protective duty. 

Q. I am speaking of the measure of the protection you have asked for. ' 
, A. Mr. 8hanlcerlal.-We ,have no reason to disbelieve the figures of the Bombay 
MiIlowners' Aesociation. -

Q. They give 5 per oent. for diJference in labour conditions, 8 per cent. for exohange, 
and that means 13 per cent. 13 plUB 4 is 17 and you have 11 per cent. already._ Now why 
do you want 271 per cent. which is the maximum they :want ? _ 

A. Mr. 8itaram Khemka.-We are working under the same disabilities as the Bombay 
milIs do. 

Q. You have got 11 per Clint. already. 
A. We know. But the condition is, ha.d there been no duty, the mills wollld have 

gone into liquidation long ago. 
Q. Therefore-you have some protection already Y 
A. That is nothing. 
Pruidenl.-If 11 per cent. is nothing, 25 per oent._ is nothing. 
A. When 25 per cent. is not suffioient, we will demand more. 
Mr. 8ubba Rao.-That must be based on some oaloulation. 
A. Mr. 8hankerlal.-We are working under the same conditions as Bombay people and 

in some oase even under more disadvantages. We haVe no reason to think or to suggest 
any-modification. ' 

Q. But several of your mills are not suffering now. -You are declaring dividends. 
A. Who says so t -
Q. We are taking your' own figures. ' 
.. TIde cijvidend is caloulated On the mare oapital of the cQmpany whi61! j$ very low. 



Q. Ten per cent. on the total block account ill declared by Sir N. N. Wadia to be a 
reasonable reward in the cotton industry. 

A. Do you see that the land is valued about Rs. 10,000 f IiI. the balance sheet the 
aaaets are very much under.valued. 

Pruident.-Why do you propose a 5 per cent. export duty on cotton f 
A. It would lower the price of cotton. 
Q. How would it lower the price of cotton f To whom f 
A. To the Indian mills. 
Q. How! 
A. There would be the export duty. 
Q. The price of cotton is, as you have said just now, fixed by world conditioD& 
A. Mr. Bitaram KAemka.-When there is 5 per gent. duty, certainly the Indian mills 

will get the cotton cheaper. 
A. Mr. Bhankerlal.-Any way, the foreign competitors will get at higher prices. 
Q. No; they would not. They would get it at th~ same price. ' " 
A. The Indian manufacturer will pay £1 for his one maund of cotton purchased. 

But this is not in case of the foreigner for the Indian cultivator will not get £1 for his 
maund of cotton sold to the foreigner. He will get less to the extent of the export duty. 
The duty will be ultimately borne by the purchaser. 

Q. If he gets less to the extent of the export duty, it does not mean that the foreign 
consumer will pay more. That is my point. You said a minute ago that the foreign 
consumer would have to pay more for this cotton. Now you say that the Indian 
oultivator would get less. 

A. The position is this: that the Indian cultivator has got to sell his cotton to the 
foreigner and to the Indian mill equally. The foreigner will buy cotton wherever he 
finds it cheap. There are very few countries which produce, say, such poor, cotton 
as the Indian cotton and so there is not much foreign competition in the prices of Indian 
cotton in outside markets. The prices of Indian cotton will be dictated by the Indian 
oultivator and not by the manufacturer. ' 

Q. Is the argument is that the Indian cotton being poor cotton has a special value 
of its own f 

A. Yes; and it would command a sale even at a little higher price. 
Q. It dep~nds on what you ~ould substitute for it. 
A. I do not think there is !Iony profitable substitute for the Indian cotton. 
Q. The lower grade herican cotton particularly. And cotton from China and 

Korea, eto. 
A. But is it sufficient to cope with the demand' 
Q. In any case, how is the 5 per cent. duty going to help! Can it make an'y real 

difference! • 
A. Not to the outsider. 
Q. It makes a difference to the culti~tor! Why should you pena1iae the cotton 

cultivator for the benefit of the cotton industry? Why should you penalise one class 
of cultivators alone! , 

A. But does it penalise to any great extent f Then the cotton crop'is still the most 
paying crop. 

Q. It penalises him to the extent of is per ~ent. as you said just now. 
A. The Indian cultivator'dictates his prices to the outsiders. 
Q. How can he diotate his price to the outsiders when you told us already that the 

prices of Indian cotton are fixed by the American cotton' If that is so, it is the American 
cotton which fixes the prices of Indian cotton and the Indian cultivator has nothing 
to do with it. However, we will pass on. You suggest a bounty on Indian yam 
and oloth exported to foreign countries ! 

A. Yes. . 

Q. That would mean subsidiSing a few mills. 
A.. Yes. 
Q. Why should you piok,out a few mills for subsidy' 
A. There may be many more later on. • 

140 Y 422-38a 
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,Witness No, 10a 

THE MANAGERS OF THE MILLs IN SHOLAPUR TOWN 

Written Statement dated ,he 25th October 1926 

The Indian cotton mill industry has been passing through a period of unparalleled 
depression. The mill industry in the mofussil has to face an unfair competition with 
the industry in sea·coast towns as it has to pay higher rates of freight on its raw materials 
and the finished products. This has been admitted by the Railway Board in their letter 
No. 1391.T., dated the 17th March 1926 (Annexure A). The mill industry is thus systema. 
tically penalised for the benefit of sea·coast towns with the result that the legitimate 
expansion is retarded. We have further to bring to your notice the fact that the Sholapur 
mill industry in particular fared worst in this respect and it has to pay very high rates 
of freight on almost all the raw materials and finished products, as compared with other 
industrial centres in India. It iA a well· known fact that one great thing which I?-elps the 
Japanese competition with the Indian industry on its own grounds, is the cheap freights. 
India has got all the necessary raw materials and men for the development of a full.Hedged. 
cotton industry and the memorialists appeal to the Tariff Board to recommend the reo 
adjustment of railway freights in. such a way as to lead to the development of this most 
important nascent industry. The Millowners' Association of Bombay has pointed out 
in its written statement that the cost of freight per bale of cotton from Bombay to Kobe 
both ways comes to Re. 16·4·0 for a distance of 6,000 miles as against Rs. 15 from 
Bombay to Sholapur for a distance of 283 miles. We beg to append various statements in 
support of our contention :-

(1) Oo/lon in Full Pres8ed BaZes.-Mills at Sholapur are importing cotton chieHy from 
the Nizam's distriots, such as Karkhelli, Nanded; Puma, JaIna, Latur, and also from 
Ahmednagar, Bijapur, Bagalkot, Gadag, Hubli, Kudchi, Sangli and Miraj. Sometimes 
from Bombayalso. The rates charged by the railway at present are very high as compared 
to the special rates charged for cotton imported into Bombay from cotton centres. 

We are enolosing herewith statement (Annexure B) showing the rates for cotton in 
full pressed bales imported into Sholapur as against those for Bombay and other upcountry 
oentres-Statement (Annexure C). We request that special station to station rates 
should be charged for imports of ootton in Sholapur. We have again to point out that 
no owner's risk rate is charged for ootton on N. G. S. Railway .. 

(2) Lo086 Ootton.-Speoial station to station rates should be /iiven for loose ootton that 
is imported into Sholapur from Bijapur, Kurduwadi, Bam, Latur, Bagalkot, Gadag, 
Hubli, Ahmednagar and Jeur. At present the rate charged is for a minimum weight of 
120 maunds.. It should be for 81 maunds, We enclose statement (Annexure D) to show 
the present rates oharged. So, as stated above special station to station rate should be 
ohargedon the basis of rates between CawnporQ and Saharanpur, i.e., 35 pies per maund, 
per mile. 

, . 
(3) Coal.-Coal is imported from the Singareni oollieries as well as from Chanda and 

Bengal oollieries.. The rates oharged from these centres to Bombay are much cheaper 
than the rates charged from those plaoes to Sholapur as detailed in Statement 
(Annexure E). We propose it should be 2' 03 pies per ton per mile in all cases. 

(4) Mackinery.-Machinery is oharged at 2nd class owner~s risk rate, i.e., '46 pies per 
maund per mile, and 4th olass railway risk rate, i.e., at '66 pies; other centres, however, 

. are given special rates as mentioned in Statement (Annexure F). We therefore propose 
t.hat the rates from Sholapur to Bombay for machinery should be as under :_ 

Bombay to' SholapUl'-Distance 283 miles-Rate. per, maund 4 annas, 'j.e.: 
• 22 pies per maund per mile. 

, (5) Farina.-Before 1922 this material was charged'from Bombay to Sholapur at 2nd 
class rate, i.e., '38 pies per maund per mile; since then it is being charged at the same class 
but at the enhanced rate of '46 pies per maund per mile owner's risk, and at '66 pies 
per maundpermileatrailwayrisk. We therefore propose that the material should be 
aooepted from Bombay to Sholapur at 1st class rate, i.e., '425 pies per maund per mile 
and at railway risk. • 

(6) Sago Flour-At present this material is charged at 2nd class rate at railWay risk. 
We ~~pose it s~oul4 b~ oharged at ht olass rat~ ~~ilway risk, i.e~, at '425 pies per lIl~un<\ 
pe1 ..... e, • " ., 



(1) Ohloride 0/ Magnuium.-This is cha.rged a.t 2nd cla.ss milwa.y risk ra.te, i.e., '411 
pies per ma.und per mile; other sta.tions a.re given low ra.tes a.s ment.ioned in lita.tement 
(Annexure G). We therefore propose tha.t the ma.teria.lshould be charged from Bomba.y 
to Shola.pur a.t ·17 pies per ma.und per mile a.s between Kha.ra.ghoda. and Sa.ra.i Rohilla. 
via Delhi. . 

(S) Ohina OZay.-This ma.teria.I is cha.rged a.t 2nd cla.ss ra.te from Bomba.y to Shola.pur, 
i.e., ·46 pies per ma.und per mile. We propose it should be sent a.t 1st cla.ss rate, i.e., ·425. 
The ra.tes for other centres are very low as mentioned in sta.tement (Annexure H). 

(9) Lubricating Oil, Oalllor Oil, etc.-This is cha.rged at 2nd cla.ss ra.te at present, i.e., 
'546. We propose it should be given a.t a. specia.l ra.te of ·21 pies per ma.und per mile 
both from Bombay a.nd Madras to Shola.pur, as speoia.l rates a.re given for other centres 
a.8 deta.i1ed in sta.tement (Annexure I). 

(10) MiU Storu.-The present cla.ssifica.tion is very high. These articles being very 
common and essentia.l for the use of the mill industry, the lowest possible rate should be 
given both to the mutual a.dva.ntage of the ra.i1wa.y a.nd the mills. The ra.tes given at 
presen t a.re a.s under :...,.. 

Belting, lea.ther, etc. 6th cla.ss, R.R. ·S7piespermallndpermile. 
Bobbins, shuttles, etc. 4th.. R.R. ·66 do. 
Cotton rope, etc. 2nd i, O.R. ·46 do. 

4th.. R.R. ·66 do. 
We therefore propose that lowest possible rates be given for ,mill stores bO'oked from 

Bomba.y to Shola.pur. 

ANNEXURE A 

Oopy 0/ a letter datea 17th March 1926/rom the Government o/India (Railway Board) 

With reference to your joint letter dated the 2Sth September 1925, I am directed to 
sta.te tha.t the Railway Board have ma.de enquiries into the matter and I am to offer the 
following remarks on the points raised in your letter under reply :-

<iT Ratu to Oalcutta.-There is an alternative route by sea. for goods traffio between 
Bombay a.nd Calcutta. a.nd ra.i1wa.y ra.tes between these places ha.ve been forced down as 
a result of this competition. The sa.me reasons have ca.used the Grea.t India.n Peninsula 
Railwa.y to quote reduced rates from Bombay to Madras and Madura. As regards 
Shola.pur the Ra.i1way BOl!.rd a.re informed tha.t with effect from 1st Februa.ry 1926 specia.l 

. reduced rates of Rs. 2-15-5 and Rs. 3-1-1 have been introduced for pieoegoods from this 
station to Calcutta. via Na.gpur a.nd Na.ini respectively. 

(ii) Delhi • ...,..The Bombay-Delhi ra.tes are governed by competition with Calcutta. and 
Karachi Ports, and the Ma.dra.s-Delhi rate is forced down by oompetition via Calc1Jtta. 
and the sea. route. -

(iii) Oawnpore.-The Bombay-Ca.wnpore rates are quoted in competitioIi with the_ 
East India.n Railwa.y rates between Caloutta. and Cawnpore. The Hubli-Cawnpore rate 
is quoted equa.l to the Bombay rebooking mte due to competition with the Ma.rma.goa. 
route. 

(iv) Matlrall.-The correct Bombay-Madms rate is Rs. 2-2-3 per ma.und a.nd not Re. i 
per maund aga.inst the ra.te of Re. 1.10-7 from Shola.pur to Ma.dra.s. The Ahmedabad 
Madras rate is influenced by the sea. competition via Bombay. 

(v) Amritaar.-The Ma.dms-Amritaar rate is forced down by sea. competition via 
Caloutta.. 

(vi) Matlura.-The rate from Petla.d to Madura. is Rs. 2-10-11 a.nd not Rs. 3 a.s sta.ted, 
a.nd is quoted in competition with the ra.te obta.ined by the sea.-cum.ra.i1way route via 
Bombay a.nd Tuticorin. 

2. ItAill be seen from the above that the specia.I rates in force have in every insta.nce 
been neoessita.ted by a.djustment with rival oompetitive routes which factor does not 
operate in the case of Shola.pur. 



_. 
Station from 

Bombay •• .. 
Dbaramabad .. 
XarkbeU .. 
Umarl .. .. 
Nanded .. .. 
Puma .. .. 
Parbbanl •• .. 
lalna .. .. 
Latur .. .. 
LyaUpur •• .. 
Nagpur .. .. 
Burat .. .. 
Broach .. .. 
UjJaIn .. .. 
Xbandawa .. 

I 
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ANNEXUllE B 

Cotton full preased 

Station to Distance 
In miles 

I •• Sbolapur .. 283 

.. 
" 

Do. .. 338 , 
Do. 347 .. .. 

i Do. 857 .. . . 
•• 1 Do. .. 888 

. . I Do. .. 401 

.. I Do. .. 419 

.. I Do. .. 490 

I Do. .. 135 
"1 
•• Bombay .. 1,S45 

. . 1 Do. 520 .. 
1 Do. 170 .. . . 

• .1 Do. .. 207 , 
Do. .. 635 "I Do. 858 .. .. 

ANNEXUllE C 

Condition :Rate. per 
maund 

:Ba. a. p • 

O.R. 1 8 1 

O.R. 1 0 6 

O.R. 110 1 

O.R. 11010 

O.R. 112 6 

O. R. 11810 

O.R. 115 1 

O.R; 114 4 

b.R. 0 8 0 

O.R. 814 1 

O.R. 111 5 

O.R. 01011 

O.R. o:la 10 

O.R. 1 9 7 

-O.R. 1 6 8 

Railway freight payable on /uU preased cotton balea . . 
Station from Station to Distance Condition :Rate per 

In miles maund 

--- ---
:Ba. a. p. 

Bombay (Byculla) •• .. Ujjaln .. . . 885 O. R. 1 9 7 

Wadi Bunder and Cotton Depot. Cawnpore 
Gunj. 

General S39 O.E. 2 8 8 

Xaraehl City "'" Byderabad •• Cawnpore "'" Kuob-
man Road. 

987 O.E. 2 610 

Davanglrl .. .. Wadi Bunder and 642 O.R. 1 6 .., 
Cotton Depot. 

Ujjaln .. .. Bombay (Byculla) •• 635 O.R. 1 9 7 

Kam .. .. Wadi Bunder and 864 O.E. 115 0 
Cotton Depot. 

Bajchl .. ~. Do. .. 1,088 O.E. 2 911 

Cbanda1l1'i .. .. Do. .. 1,073 O.E. 211 9 

Asa~ur .. .. Do. .. 1,064 O. R. 211 9 

Nagpur .. .. Mlrzapur do. .. 815 O. R. 1 "'j; 4 

llangla HIll .. .. Hlngangbat do •• .. 1,108 O.R. S 1 7 

L,y-a1pur .. .. Do. .. 1,137 O.E. 3 3 1 

Bbarbanllur and !lin _'" .. Cawnpore and ~ia .. 852 O.R. 015 , 
Cawnpore .. .. Karacbl City 

Byderabad. "'" 9S7 O. R. 2 610 

:Rates Per 
':l'.ur"dplJ: 

1'02 

'9 

'9 

·gO 

'S9 

'89 

'S9 

'74 

'71 

'55 

'63 

'77 

'74 

'48 

'77 

!:!:r~ 
mile In pies 

'48 

'5 

'46 

., 
'48 

'4S-

'46 

'49 

'49 

'41 

'58 
"-

'63 

'62 

'48 
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A:LnoIXUBB D 

BlaUmtnlalwuJing'M ratfl8 per maund per mile/or 1oo8e cott_ . .. 
Station from Station to DIstance Condition lIateper lIateper 

in miles maund maundper 
IIllI.in pi .. 

--- -
Ro. a. p. 

Jlljapnr .. .. Sholapur .. 6() O. R. 0 8 0 l'S9 

XUlduwadl .. .. Do. . . 49 O. R. 0 6 1 1'49 

Jlarsl .. .. Do. .. n O.R. 0 8 3 .1·S9 

Latur .. .. Do. .. 185 O.R. 012' 9 1'18 

Jlagalkot .. .. Do. .. 125 O. R: 0 8 7 '82 

BnblJ .. .. Do. .. 219 O.R. 013 6 '74 

Jenr . , .. Do. .. 119 O. R. 018 6 1'86 

Gada!! .. .. Do. .. 183 O.R. 011 7 '76 

ANNEXURE E 

Ooal 

Station from Station to Distance lIate~ IRate per Condition inllllies maund . maund por 
mlleinpi .. 

---',' 

• lis. a. p • 

Jlalarsba .. .. Bombay .. O.R. 656 7 8 O' 2'0 

1Iahuda (Bengal Coal) .. Do. .. O.R. 1,156 1812 0 2'28 

Singaronl .. .. Do. .. O.R. 744 10 10 0 2'74 

JIalarsba - .. Sholapur .. .. O.R • 656 712 0 2'27 

Mahuda (Bengnl 00&1) .. Do. .. O.R. 876 14 0 0 8'16 

8ingaronI .. .. Do. . . O.R. S61 II 16 S 8'69 

ANNEXURE F 

I Distance lIate per lIata per 
Station from Station to = inmil .. 

maund maund per 
mile in pies 

• Rso B. p • 

Bombay .. .. Sballmar and Arme· O.R • 
nlan Gbat. 

1,221 1 8 0 '28· 

Do. .. .. Jlanmore . . O.R.W. 776 1 1 8 '27 

Do. " .. Madraa I>ia lIalcbure. O.R.C.C.L. 794 1 1 0 ,'II 



Ohloride of Magnuium 

. , 

I 
IRate JK'r 

Station from Station to I Condition 
Distance Rate JK'r 
In miles ma1lJld \maund JK'1 

Imile In !,Ie 

, I ,---
lliJ. B. p. 

Vlramgaon .. " Bombay "·"T····" 348 0 6 2 '21 
. Bridge). L. 

Kharagboda " " Do. •• C.C.O. R. 871 0 6 2 '20 
L. 

Do. " " Via Vawnpore ·r·R.L.C,J 775 o 1311 '21 

- 270 

I Do. " ..' Via Delhi SaraIIO.R.L.C.! 1U7 012 '4 • '17 
lI<>bllla. 270 

ANNEXURBH 

Ohina Olay 

I Condition 
DIstance Rate per I Rate per 

Station from Station to maund pe In miles mannd lmilein pie 

Xarachl City (riG BydllrBbad
i 

Vawnpore and 

Rs. a. p. 

via O.R.O.O.L. 9S7 013 0 '15 
Kucbaman lI<>ad). I Oawnpore. 

ViG Deihl (for tramc from Amrltsar •• O.R.C.C.L. 278 0 5 3 '22 
Bowrah). \ 

Bowrah "I 17iG Deihl O. R. 903 0 9 9 '11 

Bowrah via Delhi "I Amrltsar O. R. 1,175 015 0 '15 

Jlowrah and via, .• ' Vawnpore and t>ia O. R. 833 0 1 0 '19 
(exoept O.R. Sec· 
tlon and via). 

Colgong "I Bowrah O.R. 246 0 3 3 '16 

Kedarma ", Do. O. R. 245 0 3 3 '16 

S1mnltala Do. O. R. 217 0 211 '16 

TaIlJharI Do. O. R. 201 0 II 8 ., '16 

Bowrah Luclmow (via O.R. 616 012 2 ,- '23 
Moghalsaral). 

Do. 17ia Sbabaranpur O. R. 938 01211 '16 
(via Mogllalsaral): 

Bombay (Wadillundsr) Vawnpore •• O.R.C.O. 839 011 0 '15 

Nagpur Bombay •• O.R.C.O. 520 012 1 '28 

Bombay (Camao BrIdge) Deihl Sadar •• n.R.lst C. 865 1 9 8 '38 
adJusted. 

Bowrah .. Delbl •• R.R. 1st C. 903 9 8 '~ 

! adJusted. 



Station from 

, 

XarachJ CIty (ri .. Hyderabacl 
Xucbaman Road) and t>i .. _IIJ. 

Cawnpere (M XUcbaman 
Road) "ill Cawnpore. 

Agra Fort and ]lalangunl •• j 

Bombay .. .. 
Cawnpore .. .. 
Cawnpore (D. B. '" C. 'i.) 

ftce fJlJt'lfl. 

Cawnpore .. .. 

Bom!>"y (Wadi Bunder) and 
tnc.t "",a. 

Bombay (Carnac Bridge) .. 

Howrah .' .. 

.. 
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Alil'lBXURBJ 

LUbricating Oil 

iCOndltlOnS Station to ---
Cawnpora .. O.R. 

Karachi CIty M O.R.W. 
Hyderabacl 160/L. 

Do • .. O.R. 

Cawnpore 
Gunj). 

(General O.R. 

Bombay (Wadi O.R.W./ 
Bunder). 300 

Bombay 
Bridge. 

Camac O.R. 

'Do. .. O.R.W./ 
300 

DeIhl Sadar .. O.R.W./ 
300L. 

Do: .. O.R. 2nd 
CI. adjust-
ed, 

Delbl .. O.R. 2nd 
CI. adjust-
ed • 

Distance Rate per 
Rate per 

maund per In miles maund mile In pies 

----
RB. a. p. 

987 1 8 S '23 

9~7 1 111 '21 

765 '1 3 0, 'SO 

839 1 2 0 '26 

839 1 0 8 '2~ 

839 1 8 0 '27 

839 1 1 8 25 

-
865 1 1 1 '23 

865 112 , '41 

90S 1 12 4 '41 
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Witness No. 104 

THE SHOLAPUR DISTRICT WEAVERS CENTRAL CO-OPERATIVE UNION 

Written Statement dated 5th September 1926 

SBCTIOJr I 

General 

3. ,Our Union is not in a position to judge whether the causes of the present depression 
in the textile industry are of a temporary or permanent cha.ra.cter. Since the close of 
the war, depression in the hand·loom industry is generaL Experience has shown that 
whenever millB were prosperous, the hand·loom industry also prospered. This shows 
that the Bame causes as governed the prosperity of the mills, governed the prosperity 

, of the hand·loom industry in general 
6. Sometimes it was found that the price of cotton WaR high and that of cloth compa

ratively very low. At Bome other times the price of cotton was low while that of cloth 
ruled high. This was due to the rise and fa.ll in the demand for cloth. Hence it is not 
simply a fa.ll in the price of raw cotton that will materia.lly help the prosperity of the 
industry unless there is a good demand for both yarn and cloth in the market. 

9., Hand·loom weavers genera.lly weave'@aris' (loin cloth for women). Some of the 
millB in Sholapur produce these • saris '. The mill • Baris' are inferior. to hand-loom 
• saris ' in texture and durability but are comparatively cheaper th.an hand-loom' saris '. 
The demand for these mill • saris ' has of late increased to BOme extent. This shows 
that the purchasing power of the ryot is fa.lling. This is one of the causes of the depression ' 
of the hand-loom industry. _ 

SBCTION IT 

Nature and extent of competition between :imllorted gooda and those o! Indian manufacture 

15. The following table gives the coimts of yam-Indian and foreign-used 'on 
hand-looms in the Sholapur District and the extent to whioh each oount is used :-' 

Counts Quantity 

20 35 per cent. 
30 35 

40 20 " 60 5 " 64,2 

} 80 5 84,2 
100 

.. 
Indian or Forei"uD. 

Indian. 
All Japanese until about the beginning of this 

year. Recently Indian yam is taking its placll and 
since thon the percentage has been 20 per cent. 
Japanese and 15 per cent. Indian. 

All Japanese. 
Mostly Japanese and a little English. 

•• -Except 1008 a.ll Japanese and 1008 English. 

SECTION m 
Internal competition 

38, Exact figures regarding the number of hand-looms in India, quantity of yarn 
consumed or quantity of oloth produced are not available. One has to rely on an approxi
mate estimate. The figures are estimated as follows :-

The number of hereditary Weavers in the Bombay Presidenoy is 222,536 
inoluding males and females-adult and young. (This figure is worked out from the 
lut census report, as detailed in Annexure A, enolosed). On an average a family 
consisting of an adult weaver and his.wife and two children manage one hand-loom. 
A family may oonsist of a number of adult members and oonsequently may manage 
Ilicre 100mB than one. On the other hand there may be a family consisting of 
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~y children who oannot weave the~lves and havc to depend on the male adult 
of the family. On an average One hand·loom for every four pell!Ons would be an 
approximate estimate. The approximate number of hand·looms in the Bombay 
Presidency thus comes to 65,000. There are a number of men who weave on 
hand.looms but do not belong to the hereditary class of weavers. On the other hand 
a nnmber of pelI!On8 belonging to the hereditary weaving class work in mills and 
live on other professions. Both these cIasses are left out of consideration in 
calculating the number of hand·looma. 

A hand·loom weaver weaves from 4, lhe. to 12 lhe. of plain cloth per week. 
Assuming 8 lhe. lIB an average of cloth produced on one loom per week, the 
production of hand woven cloth comes to- -

440,000 lbs. or t928t ewta. per week. 

62,857 -" or 661 " per day. 
The estimate is very rough. In tho case of fine -cloth the prod1lction will -be 

less than the above. 

SECTION vn.-REl!4BDIAL MEASURES 

(0) Suggealiona put forward. by tke Bombay MiUowner8' A8sociation. 

96. Foreign machinery and mill stores are used in hand·looms to a very small extent. 
From the hand·loom weavers point of view the customs duty on machinery and mill 
stores need not be abolished. 

100. Railway freights on I,ndian yarn and cloth-mill made as well as hand made
should be reduced. At least freights on hand made cloth require reduction. The 
reasons are that compared with mills, the hand·looms are worked under every disadvantage, 
in point of machinery, organization, techuical knowledge, finance, etc. - The cost of 
manufacture on hand.looms is nearly three times the cost of manufacture in mills 
(Annexure B). The hand·looms provide employment for over 2 million workers (as per 
Fiscal Commission Report) while the mills provide employment for 367,827 workers 
(Table 2, page 102, Indian Tariff Board) in the whole of India. The hand·loom industry, 
therefore, requires to be given every posaible as.'!istance and facility. 

104. Duty should be imposed on limported yarn of 20s and 80s and all kinds of 
imported cloth. Indian mills mostly produce li0a.rse yarn. They will be protected by the 
imposition of duty on yarn 20s and 80s without detriment to the hand·loom industry. 
Indian cloth of every kind-mill made and hand made-requires protection. 

105. No restriction of time should be placed on the imposition. 

106. The imposition of duty as suggested above will tend to increase the price of 
foreign cloth and foreign yard in 20s and 30s but it will not increase the oost of living of 
the middle and lower classes, because most of the middle and lower olasses use rather coarse 
cloth and even in the case of those who use fine cloth, fine yarn being exempted from duty 
can be extensively used in Indian mills and on hand.looms for producing fine cloth which 
will be less costly than foreign imported cloth. 

108. Whether the internal competition between Indian mills ltould operate to restriot 
the increase in the price of yarn and cloth, this Union is not ~ a position to deliberate. 
But internal and external competition of mills with the Indian hand·lpom industry has
operated and will operate to restrict the m.crease in price of hand woven cloth. 

109. The imposition of duty on imported cloth-does not increase the prices for those 
consumers who 118e Indiim cloth. In the case of fine cloth prices will increase until 
fine cloth is prolluced in India. There may be 80me cloth whioh is not likely to be produced 
in India but the number of oonsumers of such cloth is comparatively small. T.he imposition 
of duty on imported cloth would be an indirect imposition of duty on the consumers 
of that cloth to a certain extent. It is making our Government richer which will be for 
the good of Indian industry and of the consumers in the end. 

113. In the reply to question 15 above the kind and quantity of yarn used on hand·looms 
is stated. In oonsideration of these figures imposition of duty on imported yarn 20s and 
30s is advised. .As regards the reply to question 1M, both these oounts are produced in 
Indian mills and imposition of duty on the imported yarn of the quality will not affect 
the hand·loom industry. In the case of other counts imported yarn is mostly used on 
hand·looms and imposition of duty on them will tend to harm the mdustry which is already 
working under 80 many disadvantagl'S. -



(b) CtMr 8uJye8tio1Ul 

lIS. It wiU greatly facilitate the hand·loom industry if banks will advance loans at a 
lower interest than 6 per cent. to corporate bodies of hand·loom weavers. 

121 It would be beneficial both to the mill and the hand-loom industries, if mills were 
to specialise on all kinds of cloth except coloured cloth which is prodllCed on hand-looms, 
grey cloth not being termed as coloured cloth. 

125. In the case of the hand-loom industry. besides the causes pointed out by the Mill
owners' AlISOCiation, the following are the additional causes of the dcpression of the 
industry:-

1.. Lack of organization and unity. 
2_ Lack of technical knowledge and knowledge of economic prirociplcs. 
3. Want of sufficient working capital 
4. Want of adaptability in weavers in point of production and sa.le. 

The Union suggeste the following remedies in addition to those advocated above for 
the improvement of the hand-loom industry and of the general condition of hand-loom 
weavers :- - ' 

1. Great propaganda work requires to be done among weavers. This cannot be 
done by weavers who are in a precarions condition in point of money and very 
backward in education. Government is doing something for them, through 
the co-operative and indnstrial department. . But it is not sufficient. The 
co-operative department which is expected to do propaganda. "ork has mainly 
directed its activities to agriculturists and has engaged a very meagre staff, 
fliz., one Inspector and one Assistant Inspector for the hand-loom industry in 
the Bombay Presidency. The appointment of a weaving assistant to the 
-regi.~tra.r and of a sufficient number of weaving Inspectors would serve very 
useful P'u-p<lses towards propaganda work. 

2. Governml'nt should appoint an expert officer who will tour in India. and in s'J.ch 
foreign countries where there are hand-looms in exiStence to examine the industry 
carefully, to study its economic conditions and report what method should be 
adoptro to improve the hand-loom industry in India and to make it stand , 
againRt the powerloom competition. 

3. Government should take steps to l'8tabIish technical schools in large weaving 
centres to impart higher knowledge in weaving, sizing, dyeing, and spinning 
and in economics. At leaat one is required in Sholapur which is a big centre 
of weavers who number about 25,000 souls. 

•• The bulk: of hand-loom weavers &re labourers. The labourers employed in all 
the mills in the Bombay 'Presidency number 153,009 while the hereditary 
hand-loom weavers number 222,536. The latter should be allowed to be 
adequately represented in the Legislative Council to enable them to protect 
their inter'l"3t@. 
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Population oJ toeal>a'8, BOf!&bay Pre8idency including Slrdu anti Agenc;u 
(Census of India, 1921, Volume VIII 

----'------,------,----,----
castes Males 

Koshti, Hutgar, Jed, Vi.Iurar and 
Devang.. •• •• 47,085 

35,912 Sali and PadaDl9ali . • •• 
Patwekari, Pategar, Khatri and Soma.. 

vanshi Sahasrarjun Kahatriya , •. 33,912 

Kosh/i, Hutgar, etc. 

Northern Diviaion .. •. 450 
Ahmedabad . • I 338 
PanchmahaIs • . 50 
Thana.. .. .. 62 

Central Division . . "1' 14,547 
Ahmednagar . . . . 2,756 
Khandesh E. ., 1,336 
Kho.nd9.'!h W. . . . . ! 197 
Nasik •• .. .. 894 
Poona . . . _ .. ! 1,275 
Satara . . . . . . i 3,464 
Sholapur' .. .. .. 1 4,625 

Southern Diviloiou . . . .' 17,099 
Belgaum • . . . . . I 3,260 
Bijapur 6,946 
Dharwar 5,838 
Kanara : '1' 49 

Kolaba '. '.1" 9
3
70
6 

Ratnagiri •• .• 
Bombay States and agellcips . ,i 11,623 
Bombay City and Suburban. . I 3,366 

. Soli +Ul Padam8ali 

Aluncdnagar •. 
Khandesh E ... 
Nasik 
Poona 
Satara 
ShoJo.pur 
Bijapur 
Dharwar 
Ratnagiri 
Kolhapur 
S. M. C. States 

Gujrat 
Karnatak 

.. , .2,856 
•• t 4,022 
.. : -1,440 
• ,I 2,441 

.. , , 

. . ~ 

i 

],596 
12,560 

1,739 
3,600 
1,077 

872 
947 

Patu:ek
l 
ari, Palegar, ek. 
I 

.. I 16,382 

.• : ]2,964 

'1 

Females 

43,523 
32,486 

29,618 

Tot&1 'weaveri!. 

468 
345 
58 
65 

13,899 
2,847 
1,211' 

198 
846 -

1,279 
~,305 
4,213 

16,206 
2,998 
6,999 
5,180 

38, 
36 

955 
11,205 
1,745 

2,562 
3,821 
1,410 
2,070 
1,529 

10,065 
1,538 
3,531 

954 
789 
979 

13,012 
12,447 

.PistributioD of the remain<ler not given in the eensus report. 

Total 

90,608 
68,398 

63,530 

222,536 

91.8 
683 
108 
127 

28,446 
5,603 
2,547 

390 
1,740 
2,554' 
6,769 
8,838 

33,305 
6,258 

13,945 
11,018 

87, 
72 

1,925 
22,828 
5,111 

5,418 
7,843 
2,850 
4,511 
3,125 

22,625 
3,307 
7,131 
1,931 
1,661 
1,926 

57,328* 

29,394 
25,411 

64,805* 
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ANNEXURE B 

Approximate coB! of manufacturing cloth (colourM • saris ') on 
hand-loomB 

For 101bs. 
I 

Detajl~ of charges For 101bs. 
of yarn 208 of yarn 308 . 

" 
Re. a. p. Rs. a. p. 

Dyeing (fast) .•• .. .. 3 8 0 5 8 0 
Warpiug and sizing .. 

"1 
I 2 0 I 8 0 

Weaving .. .. . . 3 0 0 6 0 «L 
Pern winding .. .. 0 5 6 011 0 
Taking threads through healds and 

reeds .. .. .. 0 4 0 0 6 0 
Housorent .. .. 0 7 6 0 7 6 
Interest on capital ... .. 0 9 0 010 0 
Supervision •• .. .. 012 0 012 0 
Interest on investment in tools .. 0 6 0 0 6 0 

----_. 
-

10 6 0 16 4 6 
For lib. .. 1 0 7 III 0 

The finer the yarn used the higher the ooat of manufacture. 

For 10 Ibs. 
of yarn 408 

Re. a. p. 

6 0 0 
2 8 0 
7 8 0 
015 0 

0 7 6 
0 7 6 
011 0 
012 0 
0 6 0 

19 11 0 
1 15 6 
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Witness No. 105 

Mr. S. R~ TIKEKAR. SHOLAPUR 

Written Statement daktl the 19th Augtul 1926 

SECTION I 

General 

laud 2. The preseut depression is chiefly confined to Bombay mills and as Bombay 
is the eentre of cloth and yam markets. the effect has been reflected in other areas too. 
In faot the depre88ion in up.conntry mills means that the margin of profits is very little 
as compared with that of the lire.war or boom periods. Sinoe the Indian mills manu. 
facture but a third of the total cloth consumed in the conntry. depression cannot be 
restricted to any locality. . 

3. The depression, as will be seen later on, is. due to many other causes, and it will 
continue as long as these remain operative. 
. 4. The present position is the test period of the efficiency of the industrial workers 
and as such mills that have any special disadvantage • ..,....a heavy debt for instance.-a.re 
likely to suffer. The margin of profits realised now is exactly sufficient to meet a reason· 

. able return on the invested capital. Interest charges on the borrowed capita.! beside 
the subscribed oapita.! cannot be paid and hence such a mill would be working at a losa. 

5. It is clear from the above that the mills that have no debts are making some profits 
or at the most they are not suffering any 1088. 

6 and 7. :A. fall in the priCe8 of cotton wouldn,ot improve matters much since the oause 
of the depression is somewhere else. Market rates are always fluctuating and stability 
of prices might have a slight effect in securingfuiure contracts. but this makes no important 
change in the state of aff,.iI:a. 

8. Yes. Prices of oloth have-not oorresponded with the price of cotton or other com. 
modities ; but the price of cloth was maintained very high or in other warde the percent
age of profit was greater in. oase ofclollh than any other oommodities. Prices were 
not reasonable then. .' • 

9. There has been a fall in the purchasing power of the public since requirements 
ape being curtailed to the minimum. The effect of this tendency is visible in the decline 
of imports. and as mills record but a slight fall in the production in the last two years, 
the effeot of this tendency is not material. 

10. It is not owing to the low prices of gold and silver that the publio is restricting 
the requirements of cloth to a minimum,. but it is the high cost of general living 
that has brought about this change. Preference is also given to cheaper qualities for 
the same reason. 

11. The mill-owners are directly responsible for this depression. They have never 
bothered to (0) organise an efficient department of sales; (il) study the changing fashion!\. 
and likings of the consumers thus giving them the kind of cloth they want; (iii) maintain 
an Uniform quality; (itl) regu1a.te the prices by claiming a reasonable return on invested 
oapital and (v) to win the confidence of the consumers. This so-called organisation of 
our mill-owners oontrasts with the efforts of the exporting conntries who (i) supply the 
consumers with the kind of oloth they require at quite reasonable rates. Khadi was 
being sent to India from Japan in large quantities when the N. C. O. movement was in 
full swing. Indian mills took to manufacturing it long after the movement had lost its 
intensity. (ii) The quality of the cloth or yam as supplied by the foreigners remains uni. 
form irrespective of the prices. The readiness with which consumers prefer a certain 
brand or .. chhap" of cloth or yarn even at high priceS" proves the confidence of the 
consumers in the manufacturers. Some of the Cawnpore and Madras mills have that 
confidence of the publio and they have suffered the least from this depression~ 

In the distribution of profits again. the mill-owners ha.ve shown ·very little prudence. 
When a golden harvest was reaped during the boom period, it was imperative for them 
(and any thoughtful person would have done so) to save something for bad days. It 
is the law of nature and we a.lso experience that a good year is followed by a famine and 
ViC6 verBa. To distributs the whole of the profits as dividends without providing 
adequately for the hard tillle$ WaS . Sh~f folly and wp-nt of prudence on the part of 
~hl) a.u~horities c09ce~ed. 
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The mill·owners have taken great pains to manufacture goods; but they have neglected 
the disposal or sa~es of the same. It seems that they-do not realise the importance of 
the sales department in the organisation of which we see so many of the eminent leaders 
of England are engaged. Advertisiug or salesmen are quite unknown, it seems, to our 
mill·owners. When the outlet is thus closed, it is natural that there should be too much 
congestion. 

12. Some mills at Barsi Town (District Sholapur) were projected; but work has not 
started in any of them. The Js.yshankar and The Lokmanya Mills are likely to commence 
work within a period of ~ix months. Yet they find it very difficult to call up the remain. 
ingamount of the allotted shares. Oollections were actually made from house to house 
as the share·holders are reluctant to pay their calls. This is due to the depression in the 
textile trade. People foresee the fate of such mills. The other mills in the same place 
have not yet collected sufficient funds to undertake the construction of buildings or to 
place orders for machinery. Their fate is obvious. 

SEC~ION II 

Nature and extent 0/ competition between imported goods and tho88 0/ 
Indian manufacture 

13. The loss of the China market is a serious factor. But indian mills have decreased 
their output of spinning considerably. The probable reason for this decline in the 
production of yarn is the superior quality of the Japanese yarn. Even in the rough counts 
up to 20s Indian mills could not 'Withstand the competition from Japan. In 1913.14, 
yam of Is-lOs count was recorded at 130! million lbs. while in 1918·19 this figure was 
ouly 87 million Ibs. thus recording a fall of 43 million lbs. in counts up to lOs only. A 
similar fall of 47 million Ibs. was shown during the same period for counts 11-20, thus 
making a total of 90 million Ibs. During 1918·19 exports of yam were recorded at 63 
million lbs. and since these are mostly rough counts from Is-20s the only reason why 
Indian mills spun 27 million Ibs. less is that they could not compete with the Japanese 
quality. - The door was thus thrown open for Japanese yam to-enter into Indian markets 
with the"resnlt that it has ultimately tried to oust Indian yam out of Indian markets. 
So the main reason for the loss of the China market is the inferiority of the Indian yam 
and the comparatively high price although enhanced freight charges have a share in 
making up the total price of. yarn.. The expanSion of the weaving industry has practically 
no share in bringing about the depression since the total spindles have increased with 
the number of looms. 

14. The competition from Japan is rather dangerous as she produces the same rough 
counts and the same grey cloth of which we consume most. The Japanese quality is 
both superior and cheaper as compared with the Indian produce and so the competition 
is keenly felt. The United Kingdom specialises in higher counts of yam above 40s and. 
in finer cloth and coloured piece·goods. These products do not directly compete with 
the Indian mill produce. -

15. Rough counts up to 30s and grey Unbleached cloth are the products that compete 
against Japan's products. 

17 and 18. Both Japan and the United Kingdom are placed at an advantage in 
obtaining stores for the mills, which are manufactured locally. The import duties alone 
on mill·stores without considering the cost of carriage and oth~ charges, enhance the 
cost of manufacture by ·75 pie per lb. of yarn and 1· 5 pies per lb. of woven goods. The 
cost of fuel in those countries is comparatively less.· All the textile machinery is manu· 
factured in the United Kingdom. Thus they can produce goods at lower costs. 

19. The percentage seems small, but the total quantity it represents is nearly 40 million 
Ibs., which means a considerable amount. The percentage is likely to inorease. In 
1913.14. the percentage of counts Is-lOs imported from Japan was only· 35; while 
in 22--23. it rose to 2·14 or roughly six times. 

23.- The imported oloth is more oharming anIJ for a variety of reasons people prefer 
_ it. Itisofferedcheapinsomecases That is why the imports of cloth from all countries 

are likely to inorease. 

27. The publio naturally is inclined to purchase finer cloth and as it oomes from the 
United Kingdom, stability of exohange would lead to a greater demand for that oloth. 
If the exchange were to be steady at 18 penoe to the rupee, th\! exporting eountries woul~ 
indirectly get a bountr of 12t per cent. 
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31. The prompt att.ention paid by the manUfacturing countries to meet the changing 
fuhiona of the public and the excellent make up and attractive features of a uniform 
quality. not only induce a good and ready sale. but secure permanent customers. 

32. Quality has been maintained uniform and char ing patterns are being 
introduced. -

33. 30s and 40s counts of yam from the United. Kingdom have practically been ousted 
by Japanese spinners from Indian markets. . 

34. The tendency to prefer ~ne clothing is natural and as all these are imported. 
Indian mills would be put to a disadvantage in this respect. 

. . 

SECTION III 

Internal' Competition 

36. Bombay Inills have not to bear the railway freight charges on (i) machinery 
and other mill stores, (Oi) dye-stuffs and chemicals and other materials. Bombay being 
a big cotton market, Inills can easily obtain cotton at any time and occasionally cheaper 
than elsewhere. Bombay enjoys a special concessional rate from the railway companies 
for the carriage of coal. cloth or yam and the like. 

37. Up.country Inills have a few advabtages on their side. They need not seek a 
market for their produce.' The area in which they are located provides this and thus 
heavy railway freights or high establishment charges for keeping a godown or a show. 
room are absent in their case, cotton also can be had in seasonal years at cheaper rates 
if the Inills are in the cotton centre. 

38. Hand·looms prepare quite & different kin,!!. of cloth, viz., turban, saree, khan and 
'silken fabrics. Thus their markets are different and there cannot be any competition 
between the Inills and hand· looms, although in some cases, both produce the same kinds 
of cloth. . . 

39. Cotton pieca..gooqs woven on hand·looms ampmiJ; to :"ve! 250 milli,!n Ibs. p~ 
year. 

SECTION IV 

M iii Management 

40. The Indian mill industry in generaI-is not working with reasonable efficiency and 
economy. Bomblty .and Ahmedabad Inills are more inefficient than some of the up· 
country mills. . 

41. The present system of appointing managing agents is defective for the following 
reasons: (i) The capitalists are the managing agents and their only object is to earn 
profits. (i;) They have very little technical knowledge or any other similar qualifications 
to enable them to carryon the work efficiently. Thusa.n elaborate machinery of manage· 
ment is required to be kept up and hence the mefficiency. (iii) The general standard 
of the honesty of the average Indian, it must be owned with regret, falls low as compared 
with that of any other nation. Many dishonest means are in vogue and it is practically 
impossible to bring them to light. The only remedy to remove this indirect tax on the 
industry is to raise the standard of hOJlesty and to allow as few opportunities as possible 
for the scope of such methods •. : . _ 

In my opinion, the following restrictions nlight serve a good deal to effect this: (il 
The ex·officio directo~ alone shall act as the managing agent instead of a joint firm as 
isdonein most cases. (ii) He must have some technical knowledge and the power of 
business organisation. (iii) He should not a,soriate himself with any other business in 
a proprietary fashion; he may, however, be a director of other firms. (iv) His remunera· 
tion shall depend on the net profits. ( v) He shall be as faithful a servant of the firm 
as he expects his servants to be. 

42. Most of the Inills have fixed the remuneration of the managing ag~ts on the sales 
or profits. But mills of old s~nding whose contracts have undergone no change, still 
pay the managing agents on production. The method to pay commission on net 
profits is preferable. 

43. Managing agents appoint a manager to represent them and thus inorease the 
overhead oharges. All other expenses including office charges, purohase of raw materials 
&lid sales of finished goods, etc., are borne by the firm. In some cases managing agents 
do receive some commission on these transactions. 
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44. Most of the managing agents are found to conduct a variety of businesses directly 
or indirectly connected with the mill industry. This praotice is oertainly detrimental 
to the mills sinoe their attention is divided and it is na.tural that the mana.ging agents 
should negleot some of them. Their interests might olash and managing agents look 
more to the personal gain than to the interests of the shareholders who appoint 
them. 

SEOTlONVI 

00818 of Production 

.A.-General 

57. Indian mills have to pay heavy freight charges and import dnties on (i) maohinery 
and stores, (ii) dyes and chemicals, (iii) coal. • 

58. The advantages which :aombay mills have over others are mentioned in reply 
No. 36. The disadvantages which the Bombay mills suffer from are: (i) High 
cost of labour, and heavy office and establishment charges. (Ii) Being a harbour, Bom
bay stands on an equal footing with the imported goods, while in the case of up-country 

- mills, imported goods have to bear freight charges to the place of sale. 

B.-Raw Material 

60 and 62. Many of the mills have their agents in cotton districts who purchase the 
raw cotton required during the season. Bombay has got a good cotton market where cotton 
can be had at any time of the year. What the English or Japanese purchasers do is 
this: they generally advance money to the cultivators before the cotton is on the plants, 
thus securing easy prices of the ootton when ready. Besides, they purchase the whole 
requirements during the cotton season. Indian mills cannot afford to advance money 
to the farmers and besides they oannot store np the annual requirements partly because 
of the risk it involves and partly beoause they have not sufficient funds. Indian mills 
are just like retail purchasers, while the foreigners are wholesalers. The difference 
between wholesale and retsil dealings is the gain of the foreigners: In order to remove 
this unjust practice of advancing money to cultivators thus to command easy prices. 
legislation as passed by the African Government against Indians must be introduced. 
,Thl?re is no other way of effecting a remedy to this. 

O.-LabOur 

65. Bonuses to the operatives were not unduly liberal; but the dividends- paid to 
shareholders were too liberal. The amount paid to workers goes to the productive 
.labour to increase production but the dividends go to the unproduotive class. 

67. B. Two. 
C. The following workers are required for 10,000 spindles:-

Mixing dept. 2 
Blow room 13 
Carding 13 
Roving 62 
ThrostIe 160 
Reeling 60 

Totsl 310 So 31 workers are required for 
. spinning 20s count on 1,000 
_ spindles. 

D. 283 workers are required for weaving grey oloth 20s on 230 looms. Therefore 
124 workers approximately work 100 looms. T.he det&ils are :-
Winding dept. 52 
Warping 7 
Sizing 6 
Beaming 17 
Weaving J95 
Calender 6 

Total 283 
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69. The total cost of wages for spinning lib. of 20s yam in 1925 was 13'50 pies. 
And for weaving lib. of cloth during the same period it was 17'50 pies. 

71. The general percentage of absenteeism in an up·country mill is 4' 5; it was not 
found to vary with the season. The granting of bonuses forregnIarworkers hae proved~ 
effective and the percentage is reduced considerably by this method. They are Dot 
generally/granted. 

72. .. Budli" workers are not so efficient as the orig~ workers and so there is a 
1088 of about 25 per cent. of efficiency. • 

74. Skilled and trained workers are always scarce in all the centres. Labour changes 
very often and the system of long service bonuses or provident funds would pllt a stop 

. to this. As far as I know, there is no such system in any of the mills. . 
76. Operatives should be trii.ined in the mills and they should pick up what little 

they can while doing their work. This means a great loss to the mills. Supervisors 
are trained in the Victoria. Jubilee and other technical schools; but the demand is far 
greater than the supply. 

79. Such introductions would involve much expenditure and the position of the 
industry would .be still worse. The workers, jobbers and fitters, being unaccustomed to 
the new changed models would contribute their inefficiency to increase the cost. 

80. By rousing the sense of duty and by efficient supervision, reduction in cost might 
be I!ffected. ~ , 

81. No doubt a good deal of saving is effected by working double shifts. My figures 
show that· 75 pie per..lb. of spinning 208 yam and l' 5 pies per lb. of cloth (grey) of the 
same counts are the savings effected by.working an up· country mill at Barsi Town on 
double shifts. 

82. It is not advisable though it would be possible to introduce double shift working 
either in Bombay or in Ahmedabad because of the adverse effect it would produce on the 
health of the workers in those aIteady congested centres •. And as for up·country mills, 
double shifts might be introduced after making sufficient provieions for the comforts and 
safety of the ,workers. 

D.-OtJerhead clw.rges 

84. Water· tax at Barsi Town was annas 8 per 1,000 gallons and it has been raised to 
annas 10. The annual water·tax amounts to Rs.2,400 and the house and rent tax is 
Rs.3,000. 

86. The depreciation is generally caloulated by estimating the life of the machine or 
the building and covering its whole cost over that period. This fund should be kept 
aside and should be utilised to replace wom out machinery or to re·ereot the destroyed 
buildings. This should be a charge on the profits and I think this is the general practice. 

87. The actual cost oithe artiole is taken for the purpose of balanoe.sheets. There 
is no independent valuation as far as I know and the auditors satisfy themselves by 
investigating the figures arrived at if they find it doubtful. But in most cases they 
rely on the managing agents. 

88. The audit is generally an annual one. 

SEOTION VII 

Suggestions as to medical measures 

A.-SugglfBtions put forward by the. Bombay M illowners' AS8ociation 

96. Although the abolition of the import duti~s o~ machinery and stores would reduce 
the cost of manufacture by at lea'8t • 75 pie per lb. of yam and l' 5 pies per lb. of cloth, 
it is not desirable that the duty should be abolished. By proposing a protection to them· 
selves, the millowners are denytng such a protection to other industries. 

97. Super·tax should not be abolished. The very fact that the millowners are required 
to pay suoh heavy charges shows that they are earning profits. 

98. Such a local taxation cannot be abolished. It is for the good of the general publio 
and millowners should share the burden. 

99~ Facilities in railway freight, etc., would be applicable both to India:n as well ail 
foreign goods. Thus that would make no difference. If preferential tariffs c.ould be 
afforded to Indian produce it would be welcome. But this would lead to more dishonest 
and fraudulent means. ' 
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10.2. Instead of the Government of India making appoi~tments the Trade Commie 
sioners ,should be selected by the millowners. The office of course would be maintained 
by the, Government of India. These Trade Commissioners should not exceed four in 
number. They should be from the commercial class, and well acquainted with the 
business. The-lost overseas markets could be regained by, (i) improving the quality (ii) 
suddenly reducing the prices to eliminate competition, (iii) sending efficient salesme~ to 
introduce articles. 

~0.4. The imposition of an in?reased ~port duty is undoubtedly necessary; but 
this should be done after compellmg the millowners to conduct the mill affairs with 
.. reasonable efficiency and economy!'. After this is done, a protective additional import 
duty should be levied. I am not in favour of an uniform 13 per cent. extra duty on cloth 
or yam. The additional duties in my opinion should be as under :-

For counts 1...!...20. 71 pel' cent. 
For counts 21-40. 121 
For mercerieed yam of all counts, twists and 

counts above 40. 171 
Grey cloth 8 
Bleached 121 
Coloured 15 
Hosiery 15 

These duties should be levied for a penod of at least seven years in which time they 
would adj ust itself. 

10.6. The rise in the cost of living of the middle class public would be not more than 
8 per cent. At present they are spending about 15 per cent. OD. clothing, henceforth 
they would have to spend 23 per cent. at the most. 

10.9. Import duties necessarily mean an increased cost to the consumers. When 
the industry to be protected is considered from the national point of view, 80 much 
sacrifice has got to he made. The example of a 331 per cent. duties on imported 
cutlery imposed by the English Government is fresh before us. 

111. The additional-import duties are sure to check the consumption of cloth. But 
they will prevent the foreign cloth from being imported into India, In 1913-14, the length 
of cloth imported was 3,10.0. million yards, while in 1923-24 it was only 1,70.0. million yards. 
If the import duty is higher for finer counts consumed mostly by wealthy people, imports 
will be stopped, and the use of superfluous clothing will be curtailed. The steady riee in 
the production of Indian mills will be in the best interests of the country. The average 
cloth consumed by an Indian per annum was estimated at 15 yards in 1895 and this figure 
rose until the war after which a big fall has set in and curiously enough consumption of 
cloth per capita per annum stands today at 15 yards again_ That is why there seems a big 
drop in the total cloth ava.ilable for consumption in the two years, 1913,14 and 1924-25. 

B.-Oilier Buggll8tio1l8 

116. Instead of an export duty on cotton. a cess of annas two per bale in addition to 
the present cess should be levied on exported cotton. The amount thus received should 
be utllised for the maintenance of a reference officer, to be proposed below. 

119. A" Reference Officer" shall be stationed at Bombay to whom all the mills in 
the Presidency shall submit statistical reports every month giving therein the details of 
(i) working and other charges of a lb. of yarn, (ii) and similar figures for a lb. of cloth. 
The officer on comparing notes, should inform millowners of the excess in their figures. 
The officer shall also obtain similar figures from the rest of the mills in the country and 
also of foreign mills who compete with us. He will thus make a regular and scientifio 
study and his duty would be to watch the interests of the Indian mills against foreign 
competition. 

Annual balance-sheets of the mills should also lIe'submitted to him and he should see 
whether'the profits are distributed after duly providing for the bad days. A limit would 
be set for the percentage of profits to be exacted and it 'Would be the duty of the officer 
to point out any digression beyond this funit. lie should be appointed after joint 
approval by the Legislative Council and the Millownel's' Associations. lie should have 
spent at least ten years in the textile industry previous to his appointment. 

125. The causes that have brought about this depression are of long 9tanding. It is 
unpossible that this slump should have suddenly fallen from heavoo. Some of them 
are enumerated here. 

(1) The prioes of cloth and yam 'WeI'e kept high simply because there. "u DO ,competi
tion and the millowners wanted too much profit to be _acted and so raised Jlrices. This 
naturally resulted in inviting Japan to the Indian market and she was satisfied with a 
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small profit. Onr mill-owners have reaped a golden harvest by exacting from three to 
four anna& per Ib_ of cloth as profits, which was not in the least businesslike. Profits 
should be so rated that it should be but a reasonable rate of interest on the invested 
capital. By keeping the margin of profits very high, we practically invite competition. 
The depression which is due to the increasing competition from Japan is in its turn due 
to the excessive profits realised by the Indian mills, 

(2) Publio tastes and-fancies have not been' regarded at all. If cloth which the 
pnblic is inclined to wear is given for sale there should not be any difficulty in finding a 
ready sale. 

(3) The department of sales has been utterly neglected. The mill-owners are under 
a mistaken belief that their duty ende in producing a certain amount of cloth. On 
the contrary, they ought to so arrange the business that the cycle of produce and sale 
should smoothly proceed without any obstacle. By' paying attention only to the
manufacturing department, heavy stocks of finished goode are lying in the godowns 
and unless these are cleared up, further production cannot be commenced. So, to avoid 
such a plight, it would be better to -conduct the department of sales together with 
production. ' 

(4) General dishonesty in anyhow meeting the public demande or covering the defects 
of the cloth by a heavy percentage of sizing, has been in a way responsible for this depres
sion. The foreign manufacturers try to win the confidence of the consumers while our 
mill-owners try to evade it. 

(5) Profits of the boom period were distributed foolishly as dividends without making 
provision for the future. ' 

(6) The mill-owners seem to be confident of their efficient working. They do not 
think that any improvement could be effected in their works. In fact it is human nature 
to believe so. But the real truth is that there is yet room for economy in the mill manage
ment; the highest efficiency is put forth only in most adverse circumstances. A good 
many curtailments are being effected to meet the depression. So a full and complete 
enq uiry into the management with a comparative study of the similar affairs of the 
nations that now lead in the industry is necessary to put matters right. Competition 
is absolutely essential for maintaining the efficiency of any industry, and when the mill
owners raise a cry for help, without setting their )touse in order, against the competition 
from Japan, it seems that they are not industrial in the real sense of the term. Of 
course. if the competition is unfair owing to Government help, we must also try to secure 
corresponding facilities for our mills. 

126. After overhauling the industty and setting all affairs in order, Government 
help by means of protectiye tariffs is necessary. Preachers of free trade plead that 
this would result in an increase in the prices of the articles. This is neither the time nor 
the place to deal with the heated question of free trade versus protected trade. We have 
been following closely in the footsteps of the English Government which is the so-calllltl. 
centre of free trade. Sheffield has been known the world over for its cutlery for centuries. 
Yet when it was found that this industry was in danger from Continental competition, a 
duty of 331 per cent. was levied for a long period with a view to eliminating the element 
of competition. 

It is nothing short of a farce to give a nominal protection to any industry for a period 
of a year or two. The industry cannot make any real progress in so short a period with 
so little protection and hence this beoomes a futile tax on the general tax-payer. Capita. 
lists will not venture to invest the capital in such industries and the protection will not 
have served its purpose. If ~he Government wants seriously to afford any protection to 
the industries--and as a Government it must--the relief must be substantial and spread 
Over a period sufficiently long to allow the industry to gain ground. The suffering of the 
tax-payer should not be made an exeuse to avoid this duty; for without suffering, 
nothing can be gained. A country has to suffer many hardehips if a real step towards 
nation-building is to be taken. 

It would not be out of place to picture the state of !l-ffairs if sufficient protection is 'not 
given to the industry. . '. 

Japanese mill-owners are waiting eagerly for an opportunity to purchase Indian mills 
and thus carry on the fight in the enemy's trenches. This is not only true of the textile 
industry but also of others which are carried on in Japan successfully. For example, the 
match industry enjoys a protection of about 200 per cent. Naturally, many factories 
have ~tarted in India. Simultaneously, Japanese capitalists have erected two match, 
factories in the suburbs of Bombay. Government has connived at this. When Indians 
are not allowed to own any land in a foreign country, why should foreigners be allowed 
to do so! And still further to carryon a factory to crush Indian industry? Apart from 
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this reciproco.i intern~tiono.l trea.tment, it is not in the least in the interesis of the I .. perlal 
Government otRis Majesty The King Emperor to o.llow such foreign fo.ctories to be worked 
in India. After orushing the industries of India., they would e~tend their o.ctivitiesago.inst' 
British industry; Germo.ny ho.s done the so.me. It is industries o.nd commerce that 
serve o.s an entrance to enemy's camps and thus enable the rival nati0111l to get access to 
affairs of political import. The. matter Qf protectio.q should therefore he trea.ted 
lIerioQsl1. . 

BOMBAY: P.:IKTII:D AT THIil OQVIilR!UIIilNT O&NT&.\L PRIi:SS. 
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