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INTRODUCGTION

The conclusions arrived at in this thesis are the result of my three years’
work in the Department of Indian Economics, University of Madras, from
1948 to 1951. They have been published in this book as they were written in
1951. No changes have been made. As the grant under which the publication
has been made possible was for publishing of approved research work, it was
felt that it would not be proper to recast the work to make it more sophisti-
cated. The author is fully aware that the work could be made compact and
would benefit by the use of more advanced techniques which have become
better known during the past five years. So much by way of apology.

Now about the thesis. The early history of the Textile Industry had to
be collected from various sources. I contacted the Secretaries of the Madras
Chamber of Commerce and the South Indian Chamber of Commerce to
obtain information regarding the mills which were in éxistence in the 1860’s.

. But they were not able to help me in this regard. The existence of the Rajah-

mundry Mill is news to many connected with the industry. The second mill
in the State, Choolai Mills, is no better known. It was Mr. N. Ranganathan,
Yarn Merchant, Madras, who gave me the little information I have given in

the book.

In Part II of the thesis, where some elementary statistical techniques have
been applied to economic data, the emphasis has been more on the economic

application than on mathematical rigour.

The Chapter on Labour is based on official records and such information
as I could gather from millowners, mill managers and trade unionists. Each
one of them expressed his point of view and, by a process of sifting evidence
and cross-checking, I have endeavoured to present a reasonably unbiassed
account of labour relations in the industry. .

It is not claimed that all the problems of the industry have been
examined here. Only those were selected which struck me as important at
that point of time and about which information was available. Nop-availa.
bility of statistical and other information on many aspects of industry to
the researcher in our country is too patent a fact to be repeated here.

As I believe that what our country needs is not a mere increase in pros
duction but humanised production, I have tried to apply the theory of
decentralised industrialism to the Madras Textile Industry. My suggestion
regarding the decentralisation of the weaving industry has found favour with

* at least a few mill managers.
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I was at Coimbatore, the important centre of Textile Industry in Madras,
for some time, collecting information about the industry at first hand. The

discussions I had with people concerned with the industry have helped me to
get a clearer view of the problems confronting the cotton mills.

I take this opportunity to express my gratitude to Prof. R. Balakrishna
for affording me a chance to do research in the Department and his encou-
ragement from time to time, including giving me this opportunity to publish
the research work. I cannot adequately express my indebtedness 0 my
Supervisor, Mr. C. W. B. Zacharias. His guidance, kind encouragement and
sympathetic attitude have gone a long way to make the thesis what it is.

My thanks are due to the following: Mr. N. Ranganathan, Yarn Mer-
chant ; Mr. E. R. Krishnamurthy, Madras Stock Exchange Association Ltd.,
Mr. Mangalvedkar, Madras Yarn Merchants Association; Mr. M. Jeevan
Rao, Madras Agricultural Service; Messrs. Maconochie & Co., of
Madras; Mr. M. Krishnaswamy lyer, Retired Inspector of Factories;
Mr. M. V. Narasimha Iyengar, Works Manager, Coimbatore Cotton Mills;
Mr. K. Sundaram, Secretary, Southern India Mill Owners’ Association;
Mr. R. K. Kandaswamy, Manager, Vasanta Mills; Mr. G. R. Damodaran,
Director of the P. S. G. Institute ; Mr. P. S. Chinnadurai, Coimbatore District

Textile Workers’ Union ; Mr. Vriddagiri, Coimbatore Mill Workers’ Union ;
and Mr. S. Ratnam of Coimbatore.

I wish to thank Mr. M. Magimainathan of the Economics Department
who went through the proofs.

It is needless for me to add that 1 alone am responsible for the views
expressed in the publication.

N. C. BHOGENDRANATH.

CONTENTS

INTRODUCTION

CHAPTER

IL
111.
IV.

VI
VIIL

11.
III.
V.

VI.
VIL

11.

PART I. Historical Survey:

Early beginning of Textile Industry in Madras

Progress of the Cotton Mill Industry up to 1914

World War I and Textile Industry e .

D:vrclopmem of Cotton Mills till the Indian Tariff
Act 1927 e

Tariff and the Textile Industry in Mad'ras

Progress of the Industry during the period 1934-1939

Madras Textile Industry during and after War II

PART II. Analytical Study:

The Trend of Profits in the South Indian Textile Mills

Stock Price Index for South Indian Textiles ...

Seasonal Variations in Trade and Industry .

Some Production Functions for the Madras Textile
Industry e

Size of the Cotton Mill in South India . .

The Structure of ghe South Indian Textile Ifldustry '

Ownership and Control in some South Indian Textile
Mills

PART III. Textile Industry and Allied Problems:

Cotton: The Raw Material .
Labour in Madras Textile M:lls;

PaGE

14
23

27
36
64
75

89
103
118

130
155
170

175

195
226



PART-I.

HISTORICAL SURVEY.



CHAPTER 1

EARLY BEGINNING OF THE TEXTILE INDUSTRY IN MADRAS

“That we are already guilty of inactivity is proved by the fact that
Pondicherry possesses a flourishing cotton factory ... with great profits to the
proprietors and benefits to the population.” -

—Lord Napier in his Minute No. 118 dated 12 August 1869.

Tag first cotton mill in India was erected in 1818 at Calcutta. The first
mill in Bombay, which was destined to be the cradle of the cotton mill
industry in India, was the result of Parsee enterprise and started working in the
year 1854. The managing agency system which prevails even to this day dates
back to 1858, when the firm of Merwanji Framji were appointed Secre-
taries, Treasurers and Agents for the Oriental Mills." The mills started later
adopted the same procedure. Then there was an interval of nearly two years
before new mills could be projected. This temporary cessation was brought
about in 1861 by the Civil War in the United States and the abnormal de-
mand for Indian cotton and the fabulous pricesit fetched in the British markets.
-The Lancashire spinners had sympathised with President Lincoln and his

i otton to supplies of raw material from the

cause and preferred Indian_ cottor
southern states of America.? Prices rose t0 unprecedented heights. Members

of various communities of Bombay including wealthy merchants, brokers and
traders invested their all in cotton exports and thought of no other business
or commodity in the frenzy of the huge profits which the white staple of
the country brought them. The super-abundance of wealth which thus poured
into the slender coffers of the Bombay citizens stimulated wilder enterprises in
other directions and afforded opportunities to company promoters to put for-

ward their various schemes. Some economists like P. P. Pillay are of the

opinion that the progress of our mill industry was checked by the American

* War.? But this statement cannot be justified. No doubt new flotations were

postpened to a later date, but the windfall profits of the trade went into the

constitution of new mills. It is true that the parties who immediately benefitted

from the trade boom were the cotton exporters and the cultivators. But the
" Indian manufacturer of cotton goods also got a good share of the new wealth
that poured into the country.* The nemesis arrived with the surrender of
Lee’s Army and the end of the war in 1864. The price of Indian cotton began
to fall with appalling rapidity and brought in its trail a heavy drop in the
prices of commodities and securities: failures and insolvencies became general
among people who were rolling in wealth only a few years before.® Chaos
followed prosperity. By 1870 financial stability was restored and atten-

1. Bombay Cotton Mill Industry—S. Rutnagar—p. 9.

2. Ipid—p. 13.

3. Economic Conditions in India—P. P. Pillay (1925)
4. Growth of Trade and Industry in Modern India—C. N. Vakil, S. C. Bose and P. V

Deolkar—p. 127.
5, Bombay Cotton Mill Industry——S. Rutnagar, p- 13
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tion was again directed to the cotton industry which had been yielding steady
profits during the preceding decade.®

TABLE 1
EXPORTS OF COTTON FROM MADRAS (1860-67)
Year Quantity Value Price per candy
(in thousands) (in thousands)
lb. Rs. Rs.
1860-61 78,822 11,291 59
1861-62 86,544 17,040 93
1862-63 62,374 23,813 159
186364 72,491 44.718 970
1864--65 73,102 40,419 _ 227
1865-66 120,034 48,416 151
1866-67 94,367 9.438 66

Source: Presidency Administration Reports.

ECONOMIC CONDITIONS IN MADRAS DURING 1860-70

The cotton boom experienced in Bombay was also felt in Madras. Table 1
will show this. The price of cotton per candy which was Rs. 59 in 1860-61 shot
up to Rs. 270 in 18

63-64. With the cessation of hostilities, the prices began to
decline. Along with a rise in the prices,

the total quantity of raw material
exported also increased, swelling the value figures of the exports of cotton, The
benefit of this windfall profit must have accrued to the cotton growers of the
province, the natives of Tinnevelly, Bellary, Kurnool and other districts. Mills
wt}xch were started at a later date were concentrated in these districts only and
this cannot be dismissed as an accident. Correlating both these facts, it will
not be very far fetched to infer that at least a major part of these cotton
profits went into the construction of mills in those parts.

A very striking fact emerges from the old records of the Gove
Madras that as long back as 1869 when t

he Government was still u
1 ) ) nder the
sway of laissez Jaire economists, a Governor of Madras by name Lord Napier |
suggested the establishment of cotton mills not Just in one place b i
manufacturing centres might be advan

; otin one B ut “...that
: 0 ) ageously ‘establisheds in ¢ ot
with three cotton producing districts in / apoormer.

Tinnevelly on the Tamb
\ . ] rapoo
in Coimbatore on the Cauvery and in Bellary on the Toongabhadrap” ey
Later history proved that at least two :
y Lt of the suggested centres
capable of containing thriving cotton mills. Bellary wasgg pioneer distri“t,ﬁ?e
mill floatation, but in later years it ceased t o

. © be a mill district. Coimbatore
of Lord Napier. stry in later years. So much for the prophecy

rnment of

The reasons which led to this relativel

[ AL y revolutionar i
breaking away from the traditional laissez faire policy mightyh:l\lrgggitéﬁn;n;
6. Evolution of Indian Industries-——Rohini Moh

4 an Ch j—
7. Minute No. 230 by H.E. the Presid g 128

ent d/—10-6.1870,
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) ing : the foresight of the. Governor or a competitive spirit due
?cf; ttt;::: fg(l:(t)vg?agt lgondichergy ran a cotton mill or a genuine interest in thﬁ
development of this country in the industrial spl’lcrc which led hxrln to r:imzﬁr ‘
that ¢ India was not a preserve of Manchester.” He boldly procl alrge tl at
¢ the Government and people of England WC’)lild repudiate a calculate negtf:(():f
of the industrial capacity’ of the country " Such was the temperamen
H.E. Lord Napier, Governor of Madras in the year 1869,

i i i i 1l on barren soil is to be
the good intentions of this enthusiast fe : |
regrc’ft};ﬁt allt! ca(;)ib:a] had been forthcoming tl(lien fam:l1 ka mx(lil csltablgshge’d, 1;}1‘1:
ier epi 1d not have been a ¢ period of talk and planning.
g?(?&f;ss::c(::(:eczvx?s;ired against noble ideas and the beginnings of the industry
in the places suggested were postponed to a later decade.

i i lly district is of great
t of H.E. Lord Napier of the Tinnevell .
impoftk:;c: ul:l the history of cotton manuli;?cmﬁ%gdmt ﬁda;céra‘zu;l};s..l ;;Osugr
i 1 ate .
resulted in the Minute of His Excellency o. 18 dated 1 e viver
he brought out to the notice of the Council the capa s
¥2$§ra;c)oo;ne§ for the establishment of a manufacturing industry. He

considered the five aspects which should be taken into account in the
erection of a manufactory:

1. Motive power. 2. Access to raw materials. 3. Access to markets of
consumption. 4. Labour supply. 5. Capital.

He said that, * In all these respects the site of Papanassum in Tinnevelly
where Tambrapoorney issues from the ghats appears to me to offer great
encouragement for the creation of a cotton mill.

he cultivators may not suffer even in

e spot was also selected s0 that t '

se Ehdyging works was established and water pecame contammat(?d. The

C?l’ef advantage of this place over all others was its water power wthh was

zhleap countries like Scotland, Switzerland and Saxony attesting its
b

advantages.

In the Minute the aptness of the state pol‘icy adopted was considered and
the stand taken by Lord Napier was also clarified. It read:

« It is not the legitimate function of the Goyemlx;lcr}t tt(;l S‘}P?C;rcztfg?rt‘l‘:;
facturing establishments except perhaps cxc;eptlona hy mb e in eo N
fine arts and it would plainly be wrong to fOSt% t e:\nthyt aa pCr%overnmcnt
prohibitive system ; it will, however, hardly e e t?cs to new avenues
may not rightfully point out to the attention of prlvalt(t_z %arf} O ot
of speculation and enterprise and afford them someCl lgb Otha]l n ¢ ideconc;
Even the expedient of bounties is not absolutely excluded by et es; rig eronc.
mists. Should the undertaking which I now_advcécate provct: o letca;) ble of
yielding profit and acceptable to practical men I t<))n(;]t con ten'ﬂtp a iongc sion
measure of state assistance than would be involved by tfe gfg mk?us e ion
of water power and building sites, the improvement o rofg S, gcxotl:x les for

imported machinery from duty, the purchase of manufactured article: 1
Ofxi)rﬂg orurpOses with due regard to price and quality and similar occasiona
?ndirectp good offices which may be indulgently extended to an incipient

attempt.”

8. Minute No. 230 by H. E. the President, op. cit, *'
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The lengthy extract is

' ¢ quoted above to clearly bri iti

:Iiii;s tc})lfe thel‘Premf(‘ient of the Council, the GoveZno?.n g[‘(l)ll:)fi&l:espommﬁ'qnd
policy of state help, at least in an advisory capacigty l?n’;n g)alrldlsz:)gt

muster Cllough Stle"gth to rcpudlatc thC WhOlC thCOly Of sta € on-in -
t non-t terfer

H
€ prOCchCd Stl" fu! ther and Cxalllllled thc Cficct Of successtI COttOIl
1 g dia on E”gk nd' EIE sal ? Ih?’ Increase Gt cotton
a uf cturin Iin Iu(l[a W()]ll(l ]lll(l()lll)‘edl telld to IeStIlCt mpor tathIl Of
some Of tlle same ar [lClCS hoﬂl Ellgland but WE ar y h
€ not to be dCtCI ed b this

consideration from pgivi
‘ ) giving free scope e
facturing which India possesses.” pe to all the natural facilities for manu-

Addcd to all these COllSldCI ations was t]le competition o
I) i 1]]6 F]Cl](:l] .
leall y. I hexe the lndustl y, n thC WOr dS Of II]S EXCCHCnCY, Suf}el ed undel

many. drawbacks and disadvanta
chief of which was the absence of %::t;:l;)e;lwgg mpared with Tinnevelly, dhe

n the st Vi a reco end. made to
O ll. ICllgth of all the above fac mmendatation wa
the COUHCI[. The extract from the Minuttt:sread ] st y

H

the Go “ As a first
vernment shall charge M. Duval, a gentleman who ;o:::gclsr;rgg;?ett}éx

knowledge of machi
Tinnevelly.” inery and manufacturing processes to proceed to

Duval
employed th::: irﬂfgmmended by the Governor of Pondicherry and was
some hnowledie :)lf ! ; manufacture of cloth in a factory. In addition, he had
the conditio g o ¢ water power engines in France. He was asked to squqd
: ns obtaining in Tinnevelly and report on the following : ¥

1. The capacity of the Tambrapoorney river as a motive power

2. The adaptability of the site designated
y of the site designated at P ‘
pose of establishing a cotton fac%ory. Apanassum for the pur-

3. The approximate cost of erectin
; a wat
machinery and buildings which wcg)uld eri;{o
hands of both sexes and all ages.

Power mill includj
y about one thousz::llg

The Minute ended with the ex i

. re
project would be able to enlist the sugp:f‘lto:f ?lfoa ho
were disposed to embark in industrial ventures o

pe that eventuall
th
ho possess capitaly ang

On the 6 September 1869, G. O
), G. O. No. 2453 i
the Government concurred with the opinions ex;vraéss;:(siuief tt}?e tl\l}Iq et that
inute of His

Excellency and called upon D
rcellene ipon Duval to present hi
T sls ist:::: Y, v:lho. was directed_ to afford Duv: llmself " Fhe Collector of

e conducive to the proposed enquiry al all the information and

was prepared to leave Madrzsgz; :geunlzi:r;ke the du
y.

On 5 October he arri
. rived at Pall
was on tour in the North amcottah. The Collector, C )
Co 1 1n rth. On the 18 § tor, C. T. Longley
wtalam i i ey N 1705 1 e ber b direted Dival fron

) : = N l,lar at

.7
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Shermandy, who was to afford all the necessary help. On the 7 October 1869
Duval met Stuart and embarked on his duties. In his letter dated 28 February
1870 to J. I. Minchin, Acting Chief Officiating Secretary to the Government,
Duval gave a report of the recommendations and results of his work.

His first care was to seek the most suitable spot for the establishment of
the factory under consideration. This spot would require to be of sufficient
elevation to provide for the due desent of the motive power, and further it
was to be free from any risk of submersion during the great downfall of
water which frequently occurred, and suddenly too, in the streams. After a
patient search, Duval reported to the Collector of Tinnevelly that he could
find a very favourable spot. His return journey fromTinnevelly was by no
means pleasant. He wrote in his letter dated 27 February 1870, ¢ My return
by land was very tedious and difficult. I encountered the most fearful weather
incessantly and received a violent wind-stroke which forced me to remain
some days at Kytar...... A short time after my arrival I was compelled to
take to my bed seriously indisposed and for more than six weeks the state of
my health prevented my getting on with this report as I wished to do.” But
this « wind-stroke > and the unfortunate after effects did not in any way

affect his judgement about the cotton mill project.

st of cotton mill, Duval made estimates
of the cost of a factory capable of turning out 500 packets, say 2500 lbs. of
yarn, per day. The total capital to be invested was estimated at Rs. 4,00,000.
After elaborate calculations he arrived at the conclusion that the cotton mill
would produce a profit of 350}, on invested capital. About the dividend, Duval
was of the opinion that it was not merely the result of theoretical calculations
but of one that was eminently practical and borne out by many favourable

experiments made in India

As regards the approximate co

nded with expressing a hope that the mercantile community
f this profitable project. The last para of the report
both European and native of Madras, of

Tinnevelly and in fact of all parts of the country having all been led to
consider the advantage of the project I have described in this report, (under
the circumstances in question) it would be easy to raise cagital necessary for
the establishment of a factory of the proportion laid down by Lord Napier.”

Bein' confirmed, Lord Napier in his Mglute of the ICOth June 18f70
d that the report be sent to the Chamber of Commerce 10r
B : P should the remarks prove favousable, to

. H also planning,
remarks. Fle was P s bilitties of Toongabhadra and Cauvery.

:fe into the industrial possi
ting the. le of Irelarﬁi which like Madras was lacking in mineral

uoting the examp . } 2
%el, wﬁere water power was used to drive woollen mills, he aglvocated that
water power was the only salvation for the industry of the Province.

This report €
would take cognizance o
read, ¢ The mercantile community

On the 20th June this very sanguine report was referred to the Madras
Chamber of Commerce for their information and for such remarks as thc):
wished to offer.Lord Napier’s words fell on infertile soil. < The manon the spot "
in the form of the Madras Chamber of Commerce waxed sarcastic at Napier's
expense.” The Chamber replied in their letter dated 8 July 1870 that ¢ without
taking upon themselves to dispute the ‘accuracy of Duval’s figures the

9 Indian Textile Journal—-Jﬁbilcc Souvenir-~Cotton Spinning in South India, by

J M. Doak.
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Chamber are compelled to remark that the public at large are at present
afflicted with a possibly morbid distrust of calculations showing so abnormal
a rate of profit. Yet, if the Government are convinced of the soundness of
Duval’s experiment as to guarantee a dividend of only 5% or 1/7 of Duval’s

expectations the capital will be at once forthcoming sufficient for one or
fifty such cotton mills.”

They also advised the Government, that it would be premature to send
Duval to examine the sites of the Toongabhadra and Cauvery rivers
favourable for the establishment of cotton spinning units until the Govern-
ment were satisfied that it was feasible to spin a yarn from Madras cotton
that can vie with the finer yarns of mixed staples that were imported to a
large extent from Europe. In the face of this hostile attitude of the European
commercial interests, the good intentions of the farseeing Governor were
bound to be futile. He could only advise and not impose or instruct. His
desire to do something if possible for the decaying manufacturing interests
of this country was only the expression of a good wish.

Incidentally, the startling fact that a mill existed in the Madras province
as far back as 1870 is revealed from the correspondence of the Chamber of
Commerce with the Governmtent of Madras. Mr. Macfadyen, Chairman of
the Madras Chamber of Commerce, (in his letter of 8th July 1870 to the
Chief Secretary to the Government) concluded his letter of 8th july 1870
by drawing the attention of the Government to the activities of a Joint-
stock Company in Rajahmundry where the newest and best machinery was

established, experimenting on the feasibility of producing finer yarn from
Indian cotton.

The following information is available about the above mentioned mill
in ¢ The Asylum Press Almanac of 1871°.*

Name of the Mill:

Godavary Cotton Mills Co., Ltd.
Agents & Secretaries :

Abel Will & Co. of Cocoanada.
Superintending Manager : Jones A. F. Haddes.
Superintending Engineer: A. Ried.

Messrs. Abel Will & Co. consisted of two partners: Frederick William
Abel and John Adolf Will, who were also Agents for the Swiss Lloyds Trans-
port Insurance Co. of Wintherthur and Commercial Union Assurance Co. Ltd.
Obviously this was a European managed and owned Mill. It was the first
in Madras and the last in the East Coast districts for a few decades.

What became of this venture is neither mentioned in the subsequent
reports of the Madras Chamber of Commerce or the Presidency Administra-
tion Reports. In the absence of any information about the mill we have to
conclude that the first mill of Madras was also its first failure. It seems a
queer irony of fate that while the mill recommended to Government’s atten-
tion by the Chamber of Commerce should fail to make good, the Tinnevelly
project which was then derided by the financial sheiks should prove a good
success. Even to this day the mill started there is active, surviving the stresses and

storms of national and international squalls. But it is not for us to attribute

: n}m‘otwes 10 the C‘t:antl)ber ?f Commerce’s dictum. We can only conclude that

they were not the best friends a ~wi ’s 1 1
vcny;ures. ds and well-wishers of the country’s industrial

* Vide Mofussil Trade List, Part XI1, page 115.
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BASIS OF FURTHER DEVELOPMENT 1870-1900

During this period the capital of the province, Madras, became the seat
of industrial development. Three mills were started in a short span of eight
years, all of them in the City. The capital invested belonged partly to the

Bombay capitalists and partly to the local English merchants. Native entre-
prenuers came into the field at a later date.

By 1870 the chaotic conditions of the Bombay markets gave place to
stabler influences. Foundations were laid for the period of prosperity to
come. J. N. Tata, whose fame as a pioneer in the textile industry is
obscured by his more successful ventures elsewhere, started the Empress Mills
of Nagpur in the name of Queen Victoria.. The capital of Bombay seeking
fresh avenues of employment travelled down into the South. Madras was then
an unexplored area and was seized by the interested investors. In this connec-
tion we may mention the names of Soonderdas Moolji and Jehangir

Hormusjee, a Bhatia Hindu merchant and a Parsee entreprenuer, as the
pioneers in the field.

In 1874 the first at least temporarily successful mill in Madras began to
function: The Southern India Spinning & Weaving Co. Ltd. A capital of
Rs 3,00,000 was invested. Though it was called a spinning and weaving mill,
it confined its attention to spinning. For some time, Messrs Jehangir Hormus-
jee and Co. were Agents, but later on, the management was taken over by the

promoters of The Madras United Spinning and Weaving Co. Ltd., Messrs
Moolji Jaitha.

The Asylum Press Almanac of 1892 gives the following details about this -
Mill:

Head Oﬁice: No. 1, Dalal Street, Bombay.
Secretaries & Agents: M/s Jehangir Hormusjee '& Co.

Madras Branch. .
Manager:

Mr. Cowasjee Jahangir.
Assistant Manager : Mr. Manockji Jehangir.
Carding & Spinning Master: Mr. E. Greams.

Engineer: Mr. Walter Dibb.

This Parsee venture had for its managers and other administrative officers

.their own people, Parsees. It might have been due to belief that the interests

of the firm will be better looked after by them that these were appointed ins-
tead of local men or it might be that they could not get the services of
competent local people. Also the people named in the Almanac might have
been relations of the managing agents as the names suggest. However, the
technical side of the venture was looked after by European Managers. Further
details about this Mill are not to be found in any of the records of the
Government of Madras. ,

My enquiries with the yarn merchants of the plac; revealed certain addi-
tional facts about this Mill. This mill was spinning coarser counts of
yarn for export to China. The mill was located near the Elephant Gate,
Madras. It continued to earn profits u}l the mtrodgctlon of new machinery in
the Bombay Mills. After that the decline of' the..rmll_began.l From then on the.
competitors could supply yarn at 2 cheaper priee and of better quality. The

“currency confusion of the period might have helped to’ wg'xfsen the situation

* for this Mill.

T.I1.—2
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The exact date when the mill ceased to function is not known. In the
papers relating to the Industrial Conference held in 1908, a report was
prepared in which the cotton mill position in the Province was reviewed as it
was in the year 1907. Here, there is no mention of this Mill. So we can take it
that about that date this mill, which worked successfully for a number of years,
ceased to function. This was the second failure. Fhe machinery was sold, my
informant told me, as scrap. Some of it was bought by one Lal Kaka for a
cotton press. Some time later, this press was destroyed in a fire accident. Thus

even physically speaking there is no trace of this Mill. Such was the history
of this cotton mill, first a Parsee enterprise and later on managed by a Bhatia
Hindu. No trace of this early ventu

re is left in the Madras City—this was
simply forgotten.

The next Mill was started immediately after, in 1875, by Soonderdas
Moolji and was called the Madras United Spinning and Weaving Co. Ltd.,
popularly known as the Choolai Mills. Sconderdas, son of "a well known Bhatia
merchant, Mr. Moolji Jaitha, was a shrewd and far sighted merchant
and started the Soonderdas Mills in 1872 at Bombay, the Jalgaon Mills
at Khandesh, and the Madras United Mills at Madras in the early age of the
textile industry, namely 18724 He also projected ginning and pressing {acto-

rit;s at Beyar_, Murtizapur, Akola and Khandesh, opened an exclusive trade
with Cochin in Cocoanut Oil. He owned a

. native craft and sailing ships and
was the leading cotton merchant of his time.°

The Asplum Press Almanac of 1892 gives the following details of the
Company :
Head Office : No. 3, Tamarind Lane Fort, Bombay,
Secretaries & Messrs. Moolji Jaitha & Co., MadrasBranch.
Treasurers :
Agent :

Mr. Narsey Morarjee
Mill Manager : Mr. Eduljee Furdoonjee Mody.
Engineer : Mr. G. Rogers.

_ In this Mill, like the previous one, the higher administrative staff were
imported from Bombay and they relied for technical assistance on Europeans.
This mill worked profitably for a long time from 1874 to 1939. It went into
voluntary liquidation on the 8 May 1

939 with Amritlal K. Par iquid-
ator.'* This was the third failure. anik as liquid

In 1876, Messrs. Binny & Co. promoted the t Mill, i i
order. They had business relationsh'p i vimce ey foronological

orkir mill, buying cotton
2 pinning and weaving the samg ' markes
materials so manufactured.!® Inivally it

¢, and marketing the
Rs. 5,00,000 divided into 500

0 f\jviia 05(t)arted with a share capital of
shares o i
was increased in November 1876 to Rs, 7,00,000. The MilCh. Subsequently it

1 commenced work-
10. Bombay Cotton Mill Industr

11. Investors’ India Y. o : .

o ndia Year Book--Published by M/s Place Siddons & Gough, Calcutta
12, Madras Chamber of Commerce Hand Book—1836-1936 p. 58
13. Manual of Administrat; £ . PET

LXXXXIL ion of the Madras Presidency~—vol, 11 1885~Appendix

y—S. Rutnagar.

/
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i v i e of

i the site it now occupies in Perambur in ]z:inuat;%ll;tSZE Isggrxonf ‘s];lr:l e
“l'lxg Onar 15,000 spindles were working. From t}.xedlate iat number Ot sp 1 e
tgr::iyx;ly; inéreased until 1890 when 3;5,00]30 ci;::; 1 :Isn mes L ors00 power

i begun in the Bu fills ) r
},ear 1’?9?[‘}1\21562;;/ l?}iz v;rajy ;%1‘111, started in the early period, that continues
ooms.
work even to this day.

’ . . . 188 l .

1876, when the last of the first three mills was.ﬁstabllz?::it,e :11.11It wa;

o ve of mill construction began, no new mill wa [rarted dt ol

jNhCn.a peri ‘gathat local capitalists got interested in the scn e ontt of

hoartion T wave of enthusiasm was not‘conﬁned to a iythe i

g T}llac neV;s found to be predominant in all parts ?i the coun

D were s ut(;v almost simultaneously in all the cotton pro ;‘ incgn districts

A el Startedded to those in the city of Madras. The promomrs i

e walia entioned in this connection as company proMessrs uring
t}}?t }gzloedtgre i\/llzlssrs. A. & F. Harvey, Messrs. Binny & Co., -

t&lz‘.g. and Medum Seshanna. |

The following Mills were started in the State :

. ... 1883

1. Bellary Spinning & Weaving Co. Ltd. o 1884

2. The Carnatic Mll\I/} 1(i“lo. Ltd. 1885

Tinnevelly Mills . 1888

2: ’{/I}Ialelabar Spinning & Weaving Co. Ltd. ... 1889

1 Mills L . 1890

f53 %ﬁg %(z;i?nbatore Spinning & Weaving Mills "t 1802

7. The Koilpatti Mills{ . 1892
8. Madura Mills : -

. . d
‘ i i iod divided among the local an
ital invested during this perioc & X el and
fi 'Thi;git?alli(;?f 1(%%;1;:}5} treated as foreign capital) was in the prop
oreign
1:3

ill i ing district of
] to start a mill in the cotton growing dist ict of
In 1880 thidgaoﬁos'flowards the end of th; year 1851561 , ’Ifll;‘: Er;t;rg);:fy was
mared WanTC}CIO erection of the proposed mill ‘pega{lé‘m-2 i S R
Sta!:md A nder the Indian Companies Act during W e e
reglsterc_d uncer ufacture of cotton twist and cloth at Be glf vith a share
of carrying on %I%I(l) 000." During 1882-83 the construcuo_tn of the Mill was
capital of ci ',I‘hc's inning section alone was to bc. slgr9 € when' . This
Ay o \Eorked the Mill till November t n it wis
JOithtlo)Ckl\/(I::Zngla nSvizsha.rma a merchant o(i)'OKI;xr%lo]ol 1?/?1(111 vt:;:.nl]:‘:atgd e
Poveed co i ital of Rs. 250,100."* The cated j
o he M V{ltzﬁ ?ir;?gfta"[l‘l?if; Mill also shared the fate of thetievaerlly 1}\)/2(1:11:-
gltSldtCh(t:ht?a(l:\;I lt1(1>1 llgepnoted is the existence of a 1(\1'1‘1)1} igeatgzggiﬁi ustr}; back-
o i erio .
War e L Bellarglt ::rlast{llfe iig}]lt %f local capital. The reasons for its
province. What is more, al.

closure are not known.

— 1936.

14. Madras Chamber of Gommerce Hand Book C: 81‘.:3%—;)1_81
15. Administration Report of the Madras Provin
16. Ibid 1881-82. ) n12)

. Manual of Administratation €tc. (as . .
1173 Ax::x‘ilnistrative Report of the Madras Province 18'82_83d e 1696 . 412415,
19‘ Financial & Commercial Statistics of British India—3rd Issu _

, man
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Carnatic Mill Co. Ltd., was first registered under the Indian Companies
Act on 30th June 1881 and Messrs. Bin

ny & Co. were appointed Managing
Agents. The Carnatic Mill Co. had originally a capital of Rs. 7,00,0D0 divid-
ed into shares of Rs. 500 each. The capital was increased in December 1881
and the Mills commenced work on a site adjacent to Buckingham Mills in
January 1884 with 16,500 spindl

es and 129 looms.*” The Mill was rapidly
extended and in 1890 there were 29,048 spindles and 491 looms. This was the

first combined Mill started in the Province with both spinning and weaving
sections. In 1920 the two mills, Buckingham & Carnatic, were amalgamated
into one Company.

Malabar Spinning & Weavin

g Mill Co. Ltd., was registered during 1883-84
to carry on the manufacture of co

tton twist and cloth by erection of a
spinning and weaving mill at Calicut.* Till 1900 Messrs. Kallianjee Soonderjee
& Co. and Messrs. Vandarwandas Purushotamdas & Sons were the Agents
of the Mill. In 1902 Mr. A. L. A. R. Somasundaram Chettiar became the
Managing Agent and continued to

be so till his death when it was taken
over by his son Mr. Satappa Chettiar,? The capital invested in this venture
was local. ‘

The K;)ilpatti Mills was started by some Muhammadans as a Limited Co.
with a capital of Rs. 5,00,000.2* The

date of establishment was 25 August 1892
according to the Financial & Commercial Statistics of British India—1st Issue.
The venture was not a paying on

e, the company went bankrupt and was
wound up in 1908. The property ca

me t0 court sale and was bought by two
Nattukottai Chettiars for nearly Rs. 7,00,000. After remaining idle for a year
and a half the Mill reopened as a purely private concern when it went under
the name of ‘Kamakshi Mili’. Things dragged on till 19th July the same
year when a new Company calli

ng itself ¢ Sri Chidambara Vinayagar Mills’

was floated with a capital of Rs. 7,00,000.2

Coimbatore Spinnin

g and Weaving Co. Ltd., was the first Mill to be
established in the Coimb

atore District, which now has the largest number of
mills concentrated within its limits. The founders of the

mill were Messrs
T. Stanes & Co. This commercial concern sprung up from small beginnings,
In 1861 Robert Stanes established Coffee curing works. Some 25 years later
the private firm of Mr. T. Stanes was formed.” The next important step was
the formation of the Coimbatore Spinning & Weaving Mills in conjunction
with Messrs. Arbuthnot & Co. of Madras in 1888 and with the failure of
- the latter firm in 1907, Messrs. T. Stanes & Co. assumed
The capital invested was mostly local European. This Mill j
now, but in 1931 ther

capitalists taking away

20. Same as for 11, But the Financial & Comm

ercial Statistics of British India (1st
issue p. 378) mentions the date of establishment ag 7th June 1883,
Manual of Administration 1894—vol. II—Appendix LXXXVI]I.
22. Bombay Mill Owners’ Association Reports 1895 and 1902.
23. Tinnevelly District Gazcttecr——Chap. 1v.
24. Tbid,
25. Southern India : com

26. The Financial & Commercial Statistics

of British India gives the date of ish-
ment as 1ith August 1890, ¢ ’ -0. Frieblih

21.

piled by Somerset Playne-—p. 414,
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i 11 A. & F. Harvery
i i ills and Madura Mills, all A. &
Tmneyelly Mlns;tacrtt)égl xrling the pcrlod und'er- §xam1n:1i$:r:o adr;gl %‘iﬁ
C}rlltrprﬁssksl v;e;:c all under the same management it 15 1nstruc
though the

them separately.

i ter the Napier episode Mr. Frank
Tinnevelly Mlllse:n S;)grgg iant}?: ;::I;)sttzf;l trade'o.f .thc distrlg, CQHCCWS: ; :ixlx;
HarveY,. at ghat m}:::n . ch examined the possibilities of’t;he ] apz:)na:)s::l n Falls
more scientific 5C 'forr'ned the Tinnevelly Mi}ls Cp. Ltd. .H_ls p;o & S
an(_i greatly daru}llg foot of the Hills'and by diverting the rlvlcr ad ve the Papa-
build & ot tt:'lise to the full the immense power develope ‘s:ion ater
s de e 1the crest of the Hills to the plains. The per;‘lmt ion of the
in is descent from btained for free use of water (a charggaw;s rslinespmachi;
Government ngag the Tinnevelly Mills Co. was formed. . {;)te ome,25 achis
1899) and in 1 ials of all sorts were transported by bulloc' Cal,lé 7s gs e 25 miles,
nery and materlafg Messrs. A. & F. Harvey was formed in L al attip rely
over rough s firm by Andrew and Frank Harvy alt 1ri1t }?zuch' (The
et | exPl())'rlF“}g of the textile industry presented .thex:nse vgilwwere uch force
B P ¢ . rt of English friends cotton spinning m1d§ e establish-
that with th? suppobuilt (in Vikramasingapuram_).at someb lstatnhce from the
e'd.;:t g‘::l:khgfl'“tlxa:iver bed. The water wgs.caln.ned ;i’f}; eat (())\tzﬁe e tall %he
o i cylindrical iron .
(Rl i long ard tence By cyindsiealfon i o the oy o
work 1

81
more were added.

i der the management of Messrs.
mi ted in 1888, also un : -
A &Cor;.ll Wﬂls a‘:] a';‘jtzgpe with thc’cxpansxon of ‘pusmgss the premises were
e N . I3 . . 89
'teng;:d i?] 18};)8 to over twice the original proportions
ex

The Madura Mills, the biggest among the group, was started sometime
e b

i g d one by
i 4’4’ 1 . 4 lll 1
: later in wth 36,3 Splndles Ihese mills were ama amate

‘ in the later years and to-day call themselves, The Madura Mills Ltd.
?\x‘;)inll? t;lcehistory of the amalgamations later.

fle Journal—Jubilee Souvenir—Cotton Spinning in South India, by
27, Indian Textile .

J M. Doa.k R -—Chép. 1V. . ,
28. Tinnevelly Df:"‘j;f:::lt—tij;bu"e Qouvenir—Cotton Spinning in South India, by
29, Indian Textile

. M. Doak. . ”
30 Soﬂtlrm India: compiled by Somcnc;\l:layne——p 1
31. Tinnevelly District Gaze;teen——Chap. .

; o ia, b
32. Tbid T vl'l Journal--Jubilee Souvenir—Cotton Spinning in South India, by
33. Indian Textile

J. M. Doak.
34, Ibid,



CHAPTER II

PROGRESS OF THE COTTON MILL INDUSTRY UPTO 1914
T : .

In_estimatidg the -growth of the industry in th
all be familiar with the g i iti

The period under review was one in which the
to agriculture. The area under cultivation increased

yield per acre also registered a rise, Thus the period
cultural prosperity,!

rainfall was favourable
- Together with it the
Was one of general agri-

TABLE 2
TRADE OF MADRAS
Sea-borne. Rail-borne, Total.

" Year. Imports.  Exports, Imports. Exports. Imports, Exports.
1900-01 1,389 1,180 757 792 2,146 1,972
1901-02 1,433 1,655 685 592 2,118 2,247
1902-03 1,247 1,803 572 648 1,819 9.45]
1903-04 1,262 1,999 681 629 1,943 2,628
1904-05 1,399 1,981 884 694 2,283 2,675
1905-06 1,412 2,090 1,082 776 2,494 2,866
1906-07 1,631 2,286 1,339 827 2,970 3,113
1907-08 1,696 2,457 1,121 868 2,817 3,325
1908-09 1,936 2,393 1,083 907 3,019 3,300
1909-10 1,956 2,445 1,060 891 3,016 3,336
1910-11 1,978 2,615 1,025 821 3,003 3,436

Source : Census Report 1911,

were one or two sugar factories andy
agricultural operations. So it is rcllat\ir
the development of the textile indust i
the profits made in this period were i
was a promising one.

iod 1890-1900 was one in which e is. in th
h T}iee}s)e;lr(:d in this decade no new mil F g oron ) I:nt}:ﬁé lIr’lresi?
BN 00-14 some mills were projected and began working i irel
period 1900- ber was not large but most of the ventures were eptlreh Y
denC}:;i g;l elnrllL;:;lls——local capital and local enterpl.fxsci 13.)3 lcontrsstzd&v;tl’llozael
owne f the capital belonge

: -1890 when a large part o . P

%rStl?sint(;gdleSrgooi %?om“k;ay capitalists. An idea of the. 2number and type of
mrill%s floated will be evident from the list given below :

1. Krishna Jute & Cotton Mills ... Regd. on %gggx iggi

9. Guntur Cotton & Jute Mills Co. o 12%ep. 1904

3. Southern India Industrials ' 2 Qct. 1904

4. Kaleeswar Mills L e » S Ve Toos

5. Coimba.tolff_lll\'lall Mills ... :: 13 a1
ills o

g ISJ;kgl}ggambara Vinayakar Mills . 2 Jl;lly 1910

in the East Coast and though they had an in-
- fﬁmt ';Vrl?nwezte)t]t(:)crzattege;’ndtid not do so. Both of them wire 1r11\t4e.11'lesste0?
only in ute, Theg last mentioned, Sri Chidambara Vinayakar Mills
S o 1 ‘an old mill under a new name. Its earlier history was gtl}\lren
o Oc?hz ter. With two Nattukottai Chettiars owning more than
1273}}3?‘ f}f:‘;l}(x)::es thgs was made a public Joint Stock Company.

i i istered under the Indian Companies Act
Coxmbatlogr&;l\'ll)al;li 1ltwciﬂis I:Z?i;iesgt as a separate Limit(.ed Company'for. longc.
o T ated within a few years with the Coimbatore Splqﬁmg
" s amalgirr(lia managed by Messrs, T. Stanes & Co. This secqncl mil lrlngrll-
Hocaine oo :i ts spindleage and the new unit began o.per%tllgr;s with the
g?)?li?:t;? ((:)r‘t? 2tlli(:: District putting the first cotton. This was in 1910.

r daram
. i ded by Rao Bahadur P. Sor'nasun ral
Kalceswar '?géuas, c‘:;istafl\oc;lfn R:. 6,5}6,000 for the above mentlo.nefi lVlIlll] t1,11
Chettiar. He 1{?1'1 the capital was subscribed by the local people, p}:ml\c/ipaayjny
Cmml'l:at(t); e.bankcrs and vakils.* Mr. P.§.S.' Chettiar was also the Managing
2gezflt az)rfl_ the Malabar Spinning & Weaving Co.

i i ill floatation during this period was the

The .lmportanctefg"tucrgi;lbtaht?):: as a centre of the industry. The Ir}dgl‘:

S trops 1mpor§)an an to take interest in the industrial dcveloplr)nent oI he

entreprenuers dcfin the prosperity of the period, we cannot but cgnc u; e

country. Consi Ct rgs were very insignificant. The mills which starte VIvodia

that the new v<13_n u ears continued to work except one, the Squthc;:n nt'le
lsng, n thcélc\ell\;efsi:g Co. In the early stages of development in the texti

pinning . o

2. Joint Stock Companies in British India and Mysore-1916-17-p.80.
3: Industrial Conference Report 1910.
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TABLE 5
IMPORTS AND EXPORTS OF YARN—MADRAS STATE
(in lakhs of Rupees).

Japanese were competing severely.® Hence the above noted result.

The export trade in yarn was more or less the reflection of the political
history of Cll?lina and local cotton prices. The whole industry depended on the

' t in China. This cannot be classed as a healthy feature of the industry.
ot e o 'rIr‘ll?;l:ea ::r(;nsurl::r gooiis industry should depend not mainly on local market
1905.04 o 1716 but should stake its fortunes in the trade of a foreign though undeveloped
iggigg ggsg 37 country is unfortunate. Imports showed an increase over the period and-most
-05. 4 15.44 : - P . " )
1985-06 89.99 19.95 of it was from the United Kingdom ,
1906-07. 99.44 17.06 : .
807-08 105.99 12.25 ' . HANDLOOM WEAVING o
05.10 e 1729 ' impo! the handloom weaver,
The second, not so very important customer, was 1dls aver.
1909-10 76.78 28-16 Plying ;iss:raditi’onal trade in the teeth of competition from imported piece-
1910-11 98.86 23.06 goods and sometimes from Indian manufactured cloth, the handloom weaver
1911-12 10449 26.27 consumed some of the yarn manufactured in the country. He needed mostly
191514 19939 3383 coarse yarns which our mills were producing. The prosperity of this semi-
1913-14 122.49 31.04 rural occupation mainly depends on agricultural prasperity. During the
SOURCES: Annual volumes of Seaborne Trade & Navigation period under review we haye already noted th‘at the country was quite
of the Madras Presidengy ; Presidency Administration prosperous. 4
Reports, 5 .

" The rapidly declining economic condition of the weaver during the 19th

century as a result of mill competition attracted the attention of the M}::dr(ais

-03 there was increase Government. But till 1900 all that the Government had done for the ar:h-
he previous years. 97 per cent loom industry, for the matter of that, all cottage 1r}dustr1e}sl, was 1to revive c‘::
i ty was gradually re- artistic aspect of Industry rather than to improve its mec amc? cq}tlug::en
tablishment of peace or organisation. It was hardly realised that encouragement of suc ury

tomprove. The next year the exports production could only touch fringes of the problem of industrial development.
fell to a rock bottom level. The trade in twist and yarn, which recovered in .
remarkable manner after the cotton famines of 1900-01, was again disor ahizeg In 1900 Mr. Alfred Chatterton was placed on specxa! duty to study the
by the high prices of raw cotton Almost the whole decrease was ingthe e conditions of the weaving industry and to suggest remedial measures for the
ports from Tuticorin and the sufferers were spinners of Tinnevelly’s the rix- ’ amelioration of the condition of the weavers who were hard hit by power
of which was prohibitive for Spinning yarn for the Chinese market. If w, p] c; loom compctition-’ As a result of his report the handloom weaving section
back and examine the table of production for the year. we € f? Od was opened in 1901 and experiments were conducted in the S(_:hool of Arts
a rock bottom production during the same period. The year 1904-5 w, ; and Crafts, Madras, with fly shuttle looms capable of producing a greater
year of revival for the commodity and cotton exports decreased 1905-06as . output of cloth than the country hand-thrown shuttle loom.: After a few years
a year of prosperity for the industry. The prices of raw material fell and ":’:s of eI))( eriment the Department made certain unsuccessful attempts to induce
rate of exchange was favourable. In the next year, 1906-07, there was a decj . the »&avers to leave their homes in order to receive free training in the work~
in the exports and this was due to smaller demand from ’China where st "11: ing of improved looms. Even competition among weavers was of no use,
had accumulated. The next year was no better ; the exports declined furt?lc : Ffelin that factory organisation of handloom was better, in 1906, a weaving
more ; the reason was the same irresponsiveness of the Chinese market Tc}f. facto s was started and endeavours were made to get local weavers to work
decline does not indicate any depression in the local spinning industries b € there;?l, The factory worked for 5 years but failed in its main objective of
_was due to increased local demand for locally manufactured oods ’IEES’ o introdu'cing imported domestic looms among the workers and of attracting
19Q8-9 marked the revival of exports with increased demargld frc; éﬁh}fear hereditary weavers to the factory. As it was then recognized Fhat the prepar-
This country alone consumed Rs. 14:85 lakhs out of 17-29 lak}r:u £ tna. ation of yarn was the crux of the problem of handloom weaving, the depart-
total_. Next year there was a 62 per cent increase in the figures, the | Seri e 'me(:it tur)r,icd its attention to the improvement of several processes prcl;xr.;l.nary
previous 20 years, China taking a large part of the total "I‘he argest in the to weaving. Efforts were made in the Salem Factory to improve thxtxon_al
registered a decline and this was dye to competition in dhina yf? at: o1 methods of .sizin’g cotton yarn. An attempt was also made to introduce power
and Japanese producers. The next Year was a year of increas OThOth local sizing. Power driven ‘machinery was ordered for sizing yarns in skeins.
ton in China affected the Shanghai Mils and disorganisede' h ol Im g;ted looms proved unsatisfactory and were scrapped. The Department
tpacture of the countxy. The improvement in the political sit e finaricial reaﬁ:ed that it was not the wholesale importation of western methods but
the end of the year led to increased mports into that Situation towards . t of indigerious methods that was needed.” Further work on the
the shortage in the mill production. The ris At country to make up for nprovemen h gb the change in Government’s industrial policy. The
year with demand from China increasine c%mtlm;led ey 1o the following ‘ fines was cut short by -
of decline. By this time the Shanghaj Mxllsg ut the year 1913.14 was one

: : i i from the Presidency Administration Reports,
had completely recovered andthe © 5, The information was collected from the Pre y :
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" Salem weaving factory was closed. Mr. Chatterton was made the Superinten-
dent of Industrial Education under the Director of Public Instruction and he
was “ not to demonstrate commercially by the establishment of factories the
merits of new industries and new processes.’’® Thus tragically and prematurely

terminated a beginning well made of good intentions.

In 1913 the Government revised its policy and transferred the control of
the weaving section from the Revenue Department to the Director of Public
Instruction. It was decided that the best way to convince the weaver of the
efficiency of the fly shuttle was by demonstrating it at his very door. Accord-
ingly, the education department organized a peripatetic party to work in
the South. This proved a success and a second party was sent to Northern
Sircars. A textile institute was opened at Madura for imparting instruction
in improved methods of weaving and dyeing. The building designed was ill
suited and the project was given up. In the meanwhile war broke out in

Europe.’

CLOTH WEAVING IN MADRAS

Weaving was a comparatively undeveloped branch of the industry. Only
a few mills had weaving departments. Figures are collected in the same way
as in the case of yarn. The results are tabulated in Table 6. Most of it
was coarse cloth meant for outside consumption, Ceylon, Phillippines and

Straits Settlement being the chief customers.

TABLE 6

PRODUCTION OF CLOTH IN MADRAS
(in thousands of 1bs)

Year Production
1901 ... 5,406
1902 5,456
1903 - 4,547
1904 6,088
1905 8,319
1906 7,797
‘ 1907 7,709
- 1908 7,341
. 1909 - e 7,954
1910 7,403
1911 e 7,327
1912 .. 9,074
1913 9,446
1914 8,371

Source : Statistics of Cotton Spinning and Weaving in Indian Mills.

A perusal of the table indicates that the total cloth production increased
from 54,06,000 pounds to 83,71,000 pounds in 1913-14. The period 1901-5 was
one of rapid increase with 1903 touching the rock bottom. The period
1906-11 was a stable production period with the output fluctuating between
73-79,000 pounds The third period 1912 and 1913 was one of rapid progress
with 1913 as the peak year; 1914 registered a decline.

6. These words were used in Government despatches.

7. lf‘o;v tal;c“i(:gﬂ; Srcc;,State & Handloom Industry’ Dr. K. 8. Venkataraman’s Thesjs .
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The production can be divided generally into coloured goods, grey goods
and white. In grey goods, drills, chaddars and dhuties were some of the im-
portant varieties. In this connection the work done by Buckingham & Carnatic

Mills deserves mention.

As already recorded, the exports were mainly meant for Ceylon’s planta-
tion labour. Given here is the export and import trade of piece goods of the
Presidency, Table 7.
|  TABLE 7 |
IMPORTS & EXPORTS OF CLOTH—MADRAS STATE

(in lakhs of Rupees) :

Year Imports Exports
1902-03 208.07 70.03
. 1903-04 205-58 7192
1904-05 - 250.65 7873
1905-06 - 20760 - 85.68
1906-07 ~ ' 25120 76.37
1907-08  261.36 ' 73.73
190809 . ... .347.83 78.25
1909-10 194.56 90.17
1910-11 - 24107 7015
o120 o 29441 7207
1912-13 .’ 325.86 97.80
1913-14 46206 98.91

Source: Presidency Adminstrative Reports.

The imports of cloth were mainly from England and forward transactions
in the trade affected the imports very much during the period. Regarding
exports in the year 1901-02 there was an increase due to the unusually large
demand for coloured goods from Straits Settlements. Philippines also took
a part of the mill goods. Grey goods were mainly taken by Burma, China

and Straits Settlements.

The next year i.c., 1902-3 the trade decreased, chiefly in coloured goods,
due to falling off in trade with Straits Settlements, and Philippines. Grey
goods increased slightly but the total effect was a decrease. The next year
trade increased slightly for the first time a check was administered to the fall
from 86-50 lakhs of rupees to 70-03 lakhs during the previous vears. Due
to stability of exchange, the trade increased in the following years, coloured
goods increasing. It was in 1906-7 that the exports fell off and this was due
to accumulation of stocks in the markets. The next year also the trade declin-
ed, only white showing a small increase. The value of piece goods exported
increased, and in 1914 it was Rs. 98.91 lakhs.
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A REVIEW OF MILL PRODUCTION

After examining in detail the various as

pects of cotton spinning and’
weaving we find that : ~

1. The industry was predominantly a spinning industry.

2. The spinning of lower counts was decreasing, that of higher counts
was on the increase.

3. Most of the yarn was meant for export to China and a small part
for handloom consumption.

4. The cloth woven was comparatively small though it increased over
the period.

5. Most of it was meant for export to the East,

When we find that the trade and season were fairly beneficial to the
country we cannot help remarking that probably the industry did not take
full advantage of the favourable condition

s. That the industry depended on
export for its survival is an unfortunate fact, India was exporting coarse

products and importing fine products from England. In these conditions we

development. The Government tried to
industry; even that was not an ordered one but depended mostly on the
enthusiasm of Mr. Chatterton. : ‘

CHAPTER 111

WORLD WAR-I AND TEXTILE INDUSTRY
(1914-18)
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¢ Southern Inaia

TABLE 8

TRADE OF MADRAS DURING WORLD WAR-L
' (in lakhs of Rupees)

Year Imports Exp;rés
1913-14 1,635 2,?46
1914-15 1,252 2, o
1915-16 1,153 2,470
1916-17 1,286 - _2,269
1917-18 1,220 1,

Sourck : Annual Volumes of Seaborne trade and Navi-
Sou : 4
gation of Madras.
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developed into an ugly riot if it had not been promptly suppressed.”” The reason
for this type of attitude was the increase of prices, which created much
indignation against the last and nearest link of profiteering chain of producers
and distributors—the bazaar men in the local markets. Prices of foodstuffs rose.
The amount of grain available for consumption was small and even that was
not properly distributed. Mr. B. P. Wadia, leader of the Madras Textile

Workers, mentioned in the letters to His Excellency the Governor of Madras
the deteriorating food situation in this period.

Keeping these conditions in mind we have to study the growth or otherwise
of the Textile Industry in our province. From the table it is seen that the
number of mills did not increase. There were no new floatations. Some of the
existing mills did not work for some period. As regards the variation ‘in the
number of spindles employed we find that there is actually a decrease, as will
be seen from Table 9. The increase in looms was negligible. This was due to

the difficulty of obtaining machinery imports from U.K., our usual supplier.
We find that there was no growth in the industry during the war and the
position before and after war was practically the same. Next we are t

o con-
sider the labour force employed in these factories. The number of workers
employed in the cotton mills did not increase during war and when compar-
ed with the figures of 1914-15 it actually decreased. Labour played a more
conspicuous part during this period than in the previous years. The story of
its organisation and fight is dealt with in a detailed manner in the chapter on
¢ Labour in Industry.”

TABLE 9
PROGRESS OF TEXTILE INDUSTRY—1915-18.

AY
Number

Number Number Avg. Daily
Year of Capital of of No. of
Mills.  (Rs. Lakhs)  Looms Spindles Labourers
1915-16 14 107.99 2497 421272 21668
1016-17 12 104.07 2642 402760 22338
1917-18 13 118.14 2676 404928 22859

Sourck : Statistics of India—Commercial Statistics Vol. I 1917-18.

The following are the conclusions that can be ar
the progress of the textile industry : ,‘

.

rived at regarding

1. There was no addition to the existing mills,

2. The number of spindles decreased.

3. The increase in the number of looms was negligible,

4. The number of workers employed in these miils decreased towards the
end of the war.

So it is no surprise that the yarn produced (Table 10
. 3 t
the beginning and also at the end of the war, ~ ) was the same at ‘

. N 5
WORLD WAR-I AND TEXTILE INDUSTRY 9

TABLE 10

ADRAS MILLS — 1914-18
N PRODUCTION IN M
VAR (in thousands of Ibs.)

7, ' Total.
éear. 032
1914-15 33;303'
1915-16, 44,187
1916-17 A
1917-18 ’

Sourck : Statistics of Spinning & Weaving in IndlanﬂMllls. ) h
red in mills was also influenced very muc
Trade in the goodism;:;fa;t;;ﬁg 1Iz'lai:nEaswem countries which were also
by war. Ourhc?StP;)neort. India could, in the absence of other more indus-
cut off from t etl'l;c:rs pestablish herself firmly in these markets. But Japan '¥}a‘1s
tn?.hzed o Dorce ine the opportunity and India had to step aside. e
quicker in percet v1n gtrade were mostly dependent on the Shanghai market.
%‘;}‘Etu?gc:tliso:lnulz?rl;lately led to competitive war with Japan, protection, etc.,
is s

in the later years.

ur goods was the special war demand.
_The second;ougg;%ifﬁmcﬁigfzrtt:)okgplace in tbe ecopomic policy of
During war 2, m'lrhe wished to develop India’s industrial resources for
the Government-d toysupply deficiencies created by the cutting off of
war PP These industrial activities were concentrated in tl'{‘e hands
European imports. Board which undertook supervision, research and ‘in some
of the Mumtlor(;iction and also assisted private enterprise in a nurpber of
o af)tﬁfilng“:his period an Industrial Commission was also appointed to
ways.

ine the ways and means of Industrialisatiom:v;s presided over by | x
n ¢ ti
i’}::g;t Madan Mohan Malaviya.

i i iven orders to supply Khaki ul}iforrps,

I Madra(si, w:s;;,rlxngf:x?l’gfe“::;&l Buckingham Mills and Carnatic Mills

tentsl,’;tgp: ?;gcn quar%tity of military requirements from their weaving
suppli

departments.

. off, not only consumer goods but also some
Whex; l‘?‘%‘:::tsri:;c;:ogzztion, like tcxt?le machinery and dye stuffs, were
essent2 ls olr e obtain. To bridge this gap in supplies experiments were con-
also difficult g) ot sui)stitutes or manufacture locally materials which were
ducted to fin te(c>1 An example of this type of activity was the preparatxom«lx
hitherto 1mpol{1m 'locally. Before war this was imported from Germany.
of chrome at break of hostilities this source of supply was cut off. After ex-
After the out},’ alum which was useful for Khaki dyeing, was manufactured
perimenting, th1s deed a very sorry state of affairs that the state should realise
locally. It was mof industrializing the country omly after a very destructive
the 1mportafij3}‘:e encouragement received from the state was cmlrely.dcpend-
e e g and military factors. This was of little help to the industry.
ent on ;t_rlatgﬁlt‘;i ng off the supply of consumer goods, also.aﬁ'ected the imports
V}’ar,(::\’julc:r " oodsg, like machinery. Hence, Madras—India as a whole—could
gotp :ake full advantage of her temporary monc?poll}'. The country was not so
well industrialised as to produce capg?‘ll goods itse o

I: The information regarding the activity of the State in Industry was collected from  «

: the Indian Munitions Board Handbook. -
TI—4
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Thus the textile induy
war. The chances for rap
horizon ; the state

ness men could not get the needed

a postwar depression to be reckoned

stry was left in much
id development for a
was more interested in militar

the same position as before
while loomed large on the
y supplies, and the local busi-
producer goods.
und. What remained wer
with. This did n
ndia the same tale was to}

CHAPTER 1V

DEVELOPMENT OF COTTON MILLS TILL THE INDIAN
TARIFF ACT 1927
(1918-27).

i rst Great War the development of textile industry
lc'ir ;)H El}:;lf I\lavdit}?fb;rh:forf)isidering its growth in fairly natural periods. From
the de f the war, the history of the industry is one of growth in the number
the e?il ° chinery used in terms of spindles and looms and capital and
s m? ed r\}/’Vhat we will be confronted with now is an explanation
2bour c“ll]p oyes 'in the rate of growth. The reason for choosing a period of
for the cs :;“ltgér the armistice was signed, is for the purpose of considering the
nmzy car of the Industry till the time the Government of India saw fit to
hel m;l)ns_ dustry from the disastrous foreign competition—mostly from
e '(I:‘hl'n cha zer can be christened the struggle of the industry to establish
Japl?nh 1ls wit}?out the help of the state. This struggl_e, however, proyed
ltse'1 rrcxl1 };tate aid was needed to help it out of the crisis. The contention
fltile an id was not what it ought to have been or that it was pitifully
?hazl Statieais a matter which will be dealt with in the next chapter. This
n}lla iquact! eals with two distinct periods of boom and, the inevitable foll!l)owz
. apder ession. The years immediately preceding the war till the year 192
wore v of great profits for the existing mills as also for new floatations of
w‘?lfle yez;‘ier 18323 gradually depression set in. 'I"he_ profits of the extisting
m3113'd eased. Some mills reported losses. Capitalists were not anxnl)us }tlo
float new enterprises. Appeals were sent to the Government_to help the
S e t of t}ll)e crisis. The Tariff Board conducted a survey in 1926 and
o (:‘.llfle conclusion that the industry was not in a satisfactory cogqltwn.
s re tod otection, the Board’s main-recommengiatxpns were the raising of
As regards Pcll' tv from 11% to 15%, bounty on spinning of higher counts of
the lmp(c)irtth uz’xemption of import duty on cotton textile machinery and
Zt?)r::s ar'i“he éovcmment of India proposed to ac:ﬁpt :lmrl:ysitt)}rlxe bl)a;Stt }I:C;)nrﬁ}
t ere made against this deci
mendatxor(li- a'sS ;.rxc‘)t:ls%]tp ?:gg;itiv\‘r’e duties weregimposed on cotton yarn to tht(aii €x-
owner.; 35110 o1 valorem. or 1} as. per lb. whichever was higher by the In la.n
tent.ﬁq C -&tf) Yarn Amendment Act, 1927, for a period extending upto1 3lst
'If‘;arxlrch 10938n The duty on machinery and mill stores was also removed.

is i i i he selection of the period to be

With this introduction regardmg t 1 ot

SUI'VCyeld let us examine the general economic conditions of the Madras
)

Province.

ECONOMIC CONDITIONS IN MADRAS

favourable during the period except during
1918'11}21)e 135;;?2“4 ::c; l%%tﬁ-;;l. The rainfall was irregular and unevenly clllstn-
bute& But on the whole the weather was not detrimental to agriculture,

The failure of monsoon in 1918-19 and the early part of 1920 was an alj

1. Jathar & Berry—Indian Economics Vol. IT 1947—9.33,
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figures in the Table ]].

TABLE 11

DEVELOPMENT OF THE TEXTILE INDUSTRY IN MADRAS

Presidency can be analysed from the

TRADE OF MADRAS—1918-1927.
(in lakhs of Rupees)

Year.

1918-19
1919-20
1920~-21
1921-22
192223
1923-24
1924-25
1925-26
1926-27

Imports. Exports.
4,986 6,588
5,572 7,211
6,459 " 5,690
3,847 3,515
3,946 4,064
3,971 4,743
4,166 5,186
3,990 5,534
4,023 5,021

Source: Census Reports of India—Vol, 13 of 1927 & 1931,

months of the year. With the Cessation
controls, trade, especially in exports, i
was characterised by a boom caused by

gradually was improving ; our produce was

back ground let us review the

been mentioned

resources and reduced purchas;

finding new markets, With this

history of the cotton textile industry.

ts side, declined dye

in the previous
of the War were felt.

NEW FLOATATIONS OF COTTON MILLS

Given here is a list

Administration Reports.
3. Compiled from t.hc Reports of the Joint Stock Companies in Briti

oy

Madura Registered on
23

‘fotton it | of firms which were registered during the period as
1. Sri Meenakshi Mills,

2. Pandyan Mills Co.,

» » 13- 9.1999

sh India,
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3%;1halakshmi Mills Co., Madura Registered on 14- 9-1925

4. Ranga Vilas Mills, Coimbatore s » {g: i:}ggg
5. Kantimati Mills, » ” 7. 9-1993
6. Radhakrishna Mills,  ,, S 21 2-1924
7. Surya Mills, East Godavari » » 6-12-1920
8. Bezwada Spg. & Wvg. Mills, Bezwada ,, ” mhet

i i i East Coast. We come
still working except the mills on the Eas S ‘e cor
acros:: 2 ggflcf::tCure in the organization of the industry durm.%1 this peqt:}c;l zt}em,
amalgamation. This tendency began in the Madras Presi glrincy v:1h gone
amalgamation of the Buckingham Mills andhthe Carnatic M; n:ecx):tl tﬁat th
0. They were both under the same manag —
gi?l‘:lilm;eéolggtd. All t}l;eir affairs were mz}:naged ]by a S1tr‘1gle l\thta}?:%wf 13532:
: t e prepared. The amalgamation of ¢
223 ‘;Xi?lthtlg:lfeCi}rlgg:n;vzaspa II;OVC to increase administrative efﬁcfxency.

The next group of Mills, which amalgamated into a single unit was the
A. & F. Harvey group. This group consisted of

1. Tinnevelly Mills — Amalgamated on 11:11:11 322‘;7
2. Coral Mills _— » H)
i — The amalgamated company.
Z' llg?'::(lil;'l;anl\l/\%g;is — Amalgamated on 1-4-1929, y

i in the case of
tion took place possibly for the same reason as in t

gi}:x%alé?ﬁ 1924 thg Coral Milés wﬁ:fi a:llsaolg:gtat?g ;;1:31 :il: wh;ft;dxtxﬁz
Moo Ml 92’;‘h?22:rv8<1));n1;\>€r111;, Pandyan Mills also linked-itself with the
Madufria ; 5.1929 which were now amalgamated into one.’ Thus resulted
e ingen: Kld'll Co,mpany in Southern India. A fact to be noticed in all these
e blggesttionls is that they were first helped to come into existence by the
::rl:ég lt‘ln;anaging Agents as those of the amalgamated company.

The third amalgamation took place later in 1930, that of the Coimbatore
Mall Mills and the Coimbatore Spinning & Weaving Mills.

ed i ing Agents in

j important fact to be noted is that the Managing
h Oﬁiﬁ:h:;lla?)gzmations took place, Messrs. Binny & Co., Mes‘sgll*swA. &f
rlagf:ey and later on Messrs. T. Stanes of Coimbatore Spinning eaving

Mills Co. Ltd., were European managed. After this no other amalgamations -

took place in other Indian owned and managed firms.

i i ifying fact is
s floated during the period a very gratifying ;
that ‘:ilrz%aig:xgcme{izmlndian owned amtl managed except of course the

Pandyan Mills. 2!

, .
Three new mills were floated in Coimbatore, which later developed into

the centre of South Indian Textile Industry.

i first Chapter, there was a Millin Rajamundry in
1870A:a}¥:dhg§df5:rimsghigning and Weaving Co. Ltd. managed by Messrs,

Abell Will & Co. of Cocoanada. This mill was soon defunct and was forgotten;”
¢ i :

Then for nearly a period of 54 years no attempt was made to!_establish,a

4 ‘Ivl"lvcstors’ Encyd;Pédia'194'7“P'239~Pub‘bhed by Kothri & Sons.

iy

¥

¢

%
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cotton mill in the district. The new Surya Mills together with the Bezwada
Spinning and Weaving Mills were the two fresh attempts to establish
a cotton Spinning and Weaving centre on the East Coast north of Madras.
These projects met with no great success and the Mills were closed down later
on. The weaving machinery of the Bezwada Mill was purchased by the
Coimbatore Spinning & Weaving Co. The Report of the Department of
Industries, 1926, called attention to the need for starting Cotton Mills on
the Fast Coast, which is a cotton producing area. Still, for reasons not
explicable, there is not one first class spinning and weaving establishment
there even to-day. The history of Ceded Districts is also not very much differ-
ent, The Medum Seshanna Mill of Bellary failed immediately after the War

and after that pioneer attempt no other capitalist of the place or from out-
side was willing either to revive it or start a new one.

A perusal of the new floatations of the period clearly indicates the rise of
Coimbatore as a Cotton Mill Centre.

From Table 12 here we find that the paid up capital, which in 1918-
19 was Rs. 117-29 lakhs, increased to Rs. 283:99 lakhs in 1926-27 an increase
of more than 100%. This was due to new mills coming into existence and
increase in the share capital of some of the old mills,

TABLE 12

PROGRESS OF MADRAS COTTON MILLS—1918-1927.
(in lakhs of Rupees)

Labour
Year. No. of Mills Capital Looms Spindles Force

1918-19 14 117.29 2,716 407,312 98,102 ?

o 1919-20 15 126.03 2,727 423,232 101,655

1920-21 14 205.79 2,940 436,600 102,341

1921-22 15 191.34 3,191 465,816 110,193

1923-24 21 246.88 4,196 517,736 121,114

1924-25 22 261.00 4,157 543,748 123,563

1925-26 22 319.04 4,329 592,136 127,411

192627 23 283.99 4,395 632,360 134,074

Sources: Commercial Statistics of British India and Statistical Abstract
of Bristish India.

Column 2 of Table 12 needs a bit of explanation. The number of
mills which was 15 in 1921-22 jumped up to 21 in 1923-24 and went on
increasing to 23 in 1927. This has a reason behind it. The mills floated earlier
had to order machinery and stock from U. K. which took a long time to
arrive due to the lack of tonnage in the early postwar years. As was seen in
the last chapter, no new Companies were registered in the war years. The
new mills registered were floated during the short period of 1918-1927,

A similar growth is seen regarding spindles and looms. From 407,312
spindles in 1918-19 they increased to 632,360 in 1926-27, an increase of x;mre
than 45%. The number of looms increased from 2,716 to 4,395 during the
period. Most of the mills were spinning mills and the number of weaving
mills was small. A calculation of the number of spindles per loom 8

! duri S,
period will reveal a lop-sided growth of our industry, uring this

namely, the over .
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. ino Given here is 2 table of the number of spindles per
emphasis on spinning. i

loom—Table 13.

TABLE 13
] INDLES PER LOOM IN MADRAS M¥LLS—1918-27
NUMBEE o Spindles Looms Spmdlesj(J)er Loom
7

19{319 407,312 3,;;{; 155
1919-20 423,232 2,940 155
1920-21 436,600 3, 40 49
1921-22 465,816 4,196 145
1923-24 517,736 4,157 124
1924-25 543,748 4,329 131
1925-26 592,136 4,395 137
192627 632,360 ,

., . I
. o .t
M (:()“H!lerclal StatlstICS Of Bntlsh. Illdla a]l(l S'a'[SI](;al
SOURCES M !
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TABLE 14

IN MADRAS—1918-1927
OTH PRODUCTION
VARN AND CLO (in thousands of 1bs.)

Cloth
Yarn
Year
8-19 49,787 }i%‘r{
BTN 44,346 16251
eo0.21 41,241 13,033
1921-22 44,388 11381
992-23 53,425 g
\933.04 50,939 16571
994-25 54,221 yee
1935.96 57,837 16,985
%027 64,498 421,
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. ominer 11 sh I d

of British India.
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In the case of cloth production there was a slight increase. Both cloth
and yarn production increased rapidly during 1922-23 to 1926-27. This was
due to installation of more spindles and looms in the Mills. Labour troubles
were to some extent responsible for curtailing cloth production. They occured
mostly in B. & C. Mills, which were the premier weaving Mills in the
Presidency.

Next we have to consider the quality of yarn spun and find out whether
the trends prevailing in the earlier period continued. The total volume of
cotton yarn spun is divided into 5 categories of different counts. The analysis
isimportant because it gives the direction in which our Mills were progressing.
So we take the various groups and examine their development—Table 15.

TABLE 15

DETAILS OF YARN PRODUCTION IN EACH GROUP
EXPRESSED AS PERCENTAGE OF TOTAL

Tear ~ I-10 11-20 21-30 3140 Above 40
1918-19 12 48 34 1 4
1919-20 6 54 33 4 3
1920-2] 6 48 42 2 2
1921-22 6 44 44 5 0.4
1922-23 8 44 43 4 -
1923-24 6 42 42 9 0.4
1924-25 6 41 47 5 0.3
1925-26 6 39 46 6 0.2
1926-27 5 42 45 6 02

Sourck : Statistics of Cotton Spinning & Weaving in Indian Mills.

CounTts 1-10.

There was a decrease of more than 50%, in the quantity spun of this
group. This tendency was also found in the years 1901-14. In the year 1914
it was 5%, and in 1927 also it was 59%, of the total. Despite the growth of the
industry in all other respects the importance of this group was stationary.

Counts 11-20.

The quantity spun of this group oscilated between 40-509% of the total.
When compared with the figure of the period 1901-14, this was a definite
decline from the 70-60% it used to occupy of the total. This group also dwind-
led in importance though it still formed nearly a half of the total.

Counts 21-30.

This group claimed 30-459, of the total—definitely an increase over the
figure of the period 190114, when it amounted from 8 to 30%. It was this
group that slowly gained in importance and relegated the group 11-20 to the
back-ground. This consists of counts which were in great demand from the
handloom weavers. ' Rk

CounTts 31-40.

The importance of this group increased gradually. Though it claimed
only 6% of the total this was an improvement over the last decade. ‘

faetured goods and the profits of the: Mills. ST

DEVELOPMENT OF COTTON. MILLS TILL THE INDIAN FARWF AcT 1927 3%

Higher counts, i.e., those above 40 were spun but they formed a very
negligible percentage.

. Thisisa brief analysis of the composition of yarn production.. A shift in
emphasis wag noticed towards spinning 'of greater quantity of counts.in .the
21-30 group. Relatively speaking the industry had a tendency to spin finer
caunts. S TR

TRADE IN THE PRODUCE OF COTTON MILLS

Table 16 gives us an idea of trade in Cotton Yarn and Cloth from
the Madras Presidency. Only Indian produce is considered.

. 'Before analysing the table let us once more recapitulate what our markets
were and who consumed our goods. China was our principal customer over-
seas and handloom weavers in our own country. The yarn that was spuin was
mostly of coarser variety. Cloth was both internally consumed and exported
to Ceylon, Straits Settlement, Philippines, etc.. Plantation labeurers abr
were interested in buying this cloth.:. - T |

b e e
With this preamble let us analyse the trade in Cotton Yarn quantita-
tively. In the year 1918-19 Madras exported 478,000 pounds of Yarn by sea
and in 1926-27 it was 262,000 pounds of Yarn—a decrease of more than 409%.
There was an increase in'‘the quantity exported’ during 1920 :to 7,046,000
pounds. Till 1921-22 the decrease was small when compared with the preci-
pitous fall in' 1922-25 to '560,000 pounds, a decrease of 984,000 pounds qver
the previous yeéar, i.c., 2 more than 100% fall. The: fall in the quantity from
then was rapid and ended in 1925-26 with 205,000- pounds. L

1

- TABLE 16

EXPORTS OF YARN AND CLOTH FROM MADRAS ,
Year. Yarn. . Gloth. :
(in thousands of Ibs.)  {in thousands of yds.)
1918-19 . 478 99,454
1919-20 7,046 © 34,040 ‘
v ©1920-21 1,767 o2 30,697
Lot 192!~22 - S IR o 1,54'5 . by L 33’14‘0 ‘.
st 1922423 - . -560 35,029
Ll 192324 - 322, . 38173, . ., . .
e 1924225 ' 252 -« i ©. 37,900 - Ly
SRR -1925-26. 206: - . 44001 . |
. 192627 . 2. . .. 46975 . ..

. "Sources: Annual Volumes of Sca-borne Tfade of British India.
'~ Asil argued in the Introduction, this period af 9 years whieh the, hap;gr
covers; hds. two parts, one of boom and the other of depression. In-the.
‘Madras Presidency. this tendency was-evident only in the trade of the. manu-

2

1" - Norwas there a similar tendency in cloth exports. Japanes¢ competition,
though very severe, was'mostly confined ta yarn alone. Our customers aproad
needed the type of coarse cloth we exported and we were safe on that count.

Th~5
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DEPRESSION IN YARN TRADE

The boom lasted till 1923 and then the cra
Japan had stolen a march over us not only in
also begun to pour cheap goods into India,
goods produced in Indian Mills.
as it did in world boom. The
world was the result of the redu
due to the fall in world agricult
started had incurred capital e

sh came. In the meanwhile,
the Chinese market but had
which forced down the prices of
India had to participate in world depression
general depression in industry all over the
ced purchasing power of the agrarian classes
ural prices since 1920. The new concerns
xpenditure at the boom period level of prices
and these high capitalized charges were still further increased in most cases
by the turn that exchange took in 1920. Violent fluctuation in prices of
cotton in India, affected by t

he American prices and supplies of cotton since
1917, further increased the embarrassments of the cotton industry in India.®

‘The position in Madras was in no way different from the Indian posi-
tion. As already remarked, most of our mills were spinning mills. Stoppage,

partial or total, of exports to China, which was their principal market, was a
hard blow to bear. This was shown in the decrease of dividends paid to the
shareholders of these Mills.

TABLE 17 :
DIVIDEND RATES IN SOME MADRAS COTTON MILLS ..

Yoor 15:3:;5 M{'gl')l ¢ égoglfngtwg Madura Tvelly  Coral  Malahar
ls. ’

Mills. Alllls Mllls. Mllls. Ml”s. Mius.
1919 20 — 10 60 60 35 —
1920 50 @ — 50 80 100 80 50
1921 50 10 50 - 100 100 80 50
1922 © 40 20 75 75 87— g
1923 12 20 50 20 30— 3
1924 12 20 20, 20 40— 9
1925 12 20 8 201 40 — 15
1926 12 10 10 19 40 — 10
1927 12 10 12 15 40  — 10

There is one question we have to answer in this connection, Why was it
that this depression of the year 1923 was not reflected either in the physical
growth of the Mills, that is, in the number of looms and spindles, in the tota]
capital, number of mills etc., or in the production figures? This was due to
the fact that soon after the war was over new Companies began to be
established with the fond hope that the boom would continue f
time and provide ample scope for earning goo

Or some more
| p d profits. Mills existing already
were recipients of large profits and embarked on new installations. All these
extention plans were laid before the onset of depression. Unfortunately for
these p}ans and plannc{(sl, .é[lapan was quicker in_grabbing Opportunities, ya,nd
forces fostering a wor epression set on their job re achi

ordered earlierarrived at the Mile. S e wiessly. Machinery

n spite of the world d ion . ther
was a physical growth in the Mills of Madras. ) Cpressl?n.thgffa

The fact that production increased in spite of

: - a precipitous fall
export trade of yarn shows that the Mills were able to markIeJt their pr:,ldg:;
5. Jathar & Berry—Indian Economics Vol I1 1947-p.28 _ N

’
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i i by selling it to
; they could have acl}leved this was t
Clsevi'her‘e.h':rl:glggrlxyl \‘;'v:;’versyin the state or in the_countgy. 1’\:Iore of this in
:}}llee n(é)c:tl chapter Tariff and the Textile Industry in Madras.

PROFITS IN COTTON MILLS

i ili ~Mils. The
i dea of the profitability of th; »
Table 17 above B e brormal i ill 1923 began their downward
ividen i bnormally high til ga ;
et hwthl:: l;éxfﬁo; irrlx export trade. To market their prgdli}cii th:ovl\i{rigz
;m;lr:g ﬁ)l;k elsewhere and the existence of 111‘andloom ﬁn;lrltl)sgya:nthey I:n ovinge
. i uc ,

Ils could not make as m :
?ﬁ:i‘;cgﬁgzti'iuxlx'la§ll{1:tt:rfdwclz:)rfsequently profits declmed and along with therg
dividend rates. - o ‘ d .
L h'JI ‘as not a tendency peculiar to Madras. In l?:i)mbayat}il;:all?n Lisétg

‘ 'd’I;'el:f Vl.l;igh dividends amounting to 40.1% of the paid-up cap ,
ai ’ *
gndﬂBO% in 1920 : | - h
| lThese Ero‘ﬁts were mostly dissipated in the distribution of recklessly hig

dividends stead of being ut: zed for gt i Vi ¢ Full steam

i : i g ili for stren hemng the reser es_. ¢ :
;iad i O:nc whatvmal i Selfl;ncd to be the motto of the Mill owners and
ahead;, C y

they had liatér to pay the penalty for this policy. They did pay after 1923.

' GENERAL CHARACTER OF THE INDUSTRY .
S ' DURING THE PERIOD T o
T were ¥ i different, .mutually
e ects of the industry showing two differer all
"If-h_erc zzgetxx?c:spgne was the physical growth and nsx‘rixg :I-):s(;inm;‘lr? ni
tei?: ftl)lt‘;::;gwas the trade and profits aspect, clearly mdlcatlng a ep
1923 on'wat}ds. '

- The indastry in th'e’p‘rovince ‘was in the main a spinnﬂing i.x_ldustry' wu:h
moré than 140 spindles per loom ‘ Z . I
" malgamatio Is o ingi ‘ - direction: was

; i ills and bringing them under one di v
&i???l%?i?x?s;o?o ?3{3 ;rgted ?u:rc in this period. This was preyalenF on]‘y in
e 3 . . - 3
i;seS'of mills managed by Eu?opeans.

ﬁétive capital ventured forth to start new Til}é aqd coritr_*i’butcd towa@
the general indgmfial developmeht. | ’ | o |
o A Qecond, 'though unf@rtunate]y, unsucggssful va.tten'fpt wavs.‘ Tnad}g}_ !?o
establish mills on the East Coast. ‘ . N ‘ .
' : ‘Inyam pmdﬁctiop ‘counts 21-30 and 31-40:formed more 'thar? 80%~of
the total spun in the' Mllls.'
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' ia, and among other financia
] ernment of India, an { fmancial
expendituee o thes gx(i‘i/es on various classes pf goods wert; ?Lsgerglsfiom der
measures (e CuSt(igl59 The duty on cotton piecegoods wa ed from 2 to
i and that o tWiét from 34 to % o thfe lg)}lovtvklxngFiﬁche Member
10% and that o0 eneral level of duty of 10%, the ¥inan Member
CHAPTER V dut waS}i1 1i0tﬁ2:i"3v£ g;igly any reason 1v{orI m'zlkmtgh :?}?egl;til:;gg:Mzmber,
holding tha tures. In 1861, M. lL.aing, e Member,
Lt b e by e rade scrylesnd wanied e W, o
© 9 t au I
' gﬁgacr:)ttt(())n manufactures from 10 to 5%, bu
y on cotton manufactures from the

TARIFF AND THE TEXTILE INDUSTRY IN MADRAS

Till the suspension of the exise dut
Ist December 1925, the Indian textile in

i duction only in the case

; . ience by effecting the re hat the case was
it. he satisfied his conscience e Member pointed out tha v
ived practicall hel deficit, i nge, the Financ : d a protective

from the State. The little indirect prodtléittzz)fnriicglgtaigzjc x:s }}rgr(:l fhg of Xam'or}t\at;otu;;}:s:sh ?heg high duty Ot;st}f;gft\éﬁ)?nge;rill}slzct up}? In }862
general import duty which was 94% till 1916. But this policy of laissez Saire an imp hat the spinning machinery was 11 ted and the duties on piece-
could not go on for ever. The World War 1 was a very important factor eﬁFC—; l:n:osnt of budgeting surplus wasr)g/St::g gl% respectively. The follow-
which forced the hands of the Government of India in abandoning its former a aclls and yarn were brought down to 3% k]
policy. After the War was over the rise of Japan proved a greater menace to goo
the trade and industry of the c

: ; j t of trade in
: i ision. Since the major par n
ing reasons were asmg}led fOII; ;?;?ndctcée duty would adversely affect bIl;rltamr;
ountry. Added to these was the awakening : modity was from br ’ : id be striking a blow o
~ . . X . re wou
of political consciousness in the country, which the Government could ili thﬁs- ﬁorlrr‘,eant that one part of the empi
afford to ignore. These and many other influences brought about a change wiie
in the policy of the British Gover

it mercial
ition on moral, political or com T

her—a totally defenseless p.wp-osmont'on it we;s alleged that an import

nment. We are now to survey a period of the O;d? From the point of Cqult%’clfl t:;;a la ’particular group of people of

intense governmental investigations, resolutions etc. Three Tariff Boards were (girou on cotton piecegoods would c 2 di gnous products would go scott free.

appointed and one investigation was made under the direction of a Govern- t}l,l;ycommunitv’ while t}:ie uset;sh g ulr?iqt%eness of Indian product requiring a
ment Officer (G. S. Hardy)—all to inquire into the state of the i . tioned was

industry in Ind(ia and its trrﬁe. There wgs much that was said abollljt ptrzxttel(}:? Another reascr fien

tion to be granted to the ind

i ion evidently.’
£ skill and delicate touch ‘ which needed no protection
i € o
ustry and much heat in the arguments too. The high degre . e tondenty
country was the ardent wish of every Indian o duties, which were impose
ot themselves interested in politics. Big business

rapid industrialisation of the
nationalist. So businessmen g
harnessed the prevalent S

w, was n withou ioni i em, were
P he slightest intention of a protectgrgx;t;ga)turc behind them,
. ¥ : i i the shig y iy
adeshi” spirit for their benefit. This does not \ lft o ;ltered ightest In(entoR o 16 years (
ean that the business community was not patriotic in sentiment. | o ly jeft u
ant to point out that in this period the n n

‘Swadeshi’ movement appealed not COTTON DUTIES CONTROVERSY .
only to their sentiments but also to their desire to make money. In those f Commerce submitted a memorial
days anybody who opposed the grant of protection was called a stooge of the In 1874 the Manchester Chgmber }C: removal of the cotton duties. They
British and a traitor to the country. I am afraid that sometimes in those ns cretary of State for India for the hibitory in the case of low priced
days clear thinking was hampered by the ardent desire to be free from to th(f dcthat these duties were proving pro

foreign domination. But we are more than two decades farther off in point leade

of time from those incidents. It is for u

. cting the
varieties of yarn and PlechO;’dcsi’ia ar([i‘\}g;,seg;soagginte% out
s to think and arrive at 2 conclusion and coa:isg:; of cloth by the poorer class§§ “:Nasn on the increase. When the
whether really the industry deserved the protection it got. I will try to give a consur;llp umber of mills set up mn India they set up a Tarifl Committee
general picture first about the fiscal policy of the Government of India and that £o8 1nwas sent to the India Go.vernment,d xport duties. The Committee
each of the enquiries conducted by them. As this thesis is a work with special memoria e the whole question of import an he Fwo centres was confined to
reference to the Madras Industry, I will endeavour to examine the Madras to exarmin t that the production of cloth in lt e the finer and the coarser
witnesses in greater detail. But, unfortunately, the witnesses from this part pomted '021 independent non-competing m(és, ty on piecegoods was Rs. 80
of the country were not informative and the state government was more two entir 'IYhCY argued that the totz}l lmpo‘i{ lj}}lakhs only. Thus the repeal
worried about the welfare of the handloom weavers, This sort of apath -varieties. duty on the coarser yarn yielding Rs.
might have been due to the better business conditions obtaining here or duz lakhs, the
to a totally different reason. The statistical an i

he d fi ounts to p i 1d cost the
Vi bout Rs 76 lakhs which the Government could ill afford at that
er abou . s
ail and River Exchequ

ime (1876).
est of the figures time ( )

by the cessation of the publication of the
Borne Trade in India’, during the period 192
available give only a general idea of the situation,

i ot produced in
ty was imposed on raw cotton not 4
e 1sa£fay§?r(§e3m. The object of thls_lllcvyTlvlvcarsc t;)v adslssc;omu;ag:me;
Gontineng’tarpm' i i tton by Indian mlls. 1 vas s ¢
THE FISCAL POLICY OF THE GOVERNMENT OF INDIA use of Egyptian or ‘:I:rfg(;;réi(;% Comrzerdal n mill. mo Indl?itgiszgap::;’::rg-
Before the Sepoy Mutiny, the import duties on cotton manyf; from both Eur:gesheck L Imdian o eoumry. One
varied from 349 to 9%, but these duties were doubled in the case of;'1 Cturgs the measure a
imported in foreign ships. In 1848 the discriminat goods

ny w po e o duty a i i min
se a ‘sop to Manchester n order to silence any forthcoming
. g ised this duty as 1
i a : gainst forej .SY% ;
ST . tiny was responsible for an reign shippin

y
a U t quarter,
- gitation from tha _
enormous increase in the *
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In 1874 Lord Salishury was the Secretar

policy of removing at an early period the import duties. This, he argued, was
a correct policy, as the duty was a tax on the first necessity of the people and
was opposed to the Empire trade policy. Lord Northbrook, the Viceroy,
pleaded that the removal of the import duties was net consistent with Indian

interests. But eventually Lord Northbrook resigned his.

Lytton filled his place.

y of State. He dictated the

India was then a ¢Government by mandate’,

taken till 1878. Lord Lytton could not abolish the
a bad year for the State Treasury. Sir
was a life long conviction’ was the F

No action for repeal.was
import duties, as 1877 was
John Strachy to whom *free trade

hed. In proposing the above changes,- Sir John

laid down the following principles which were to govern the

tariff of India:

‘“...that no duty should exist which would afford protection tq native
industry and as a corollary that no duty should be applied to any.article,
which can be produced at home without an equivalent duty of excise on the
home production and alse no duties should be levied except for purely fiscal
purposes, - S s

3

“...as far as possible raw materials of industry

and articles contributi
to production should be exem : ,

n

pt from customs taxation,...,”’ cood 8
After the enunciation of such principles. it was on]
before all the import duties on cotton manufacture
while the original champion of the cause,. the. Manchester Chamber of
Commerce, carried on vigorous propaganda fishing ‘out duties of direct or
indirect protective nature and demanding their abolition. The exemptions
gratited in 1878-79 changed the trade with Lancashire, which: switched on
from dutiable finer ones to duty free coarser goods. Finding the sduties ito he

no longer important revenue yielding sources, the Governmeng decided t©
abolish them altogether. The opportunity - came in ‘1882 ‘when ‘there wag
revenue surplus of a considerable amoiint, e . .

Y a quastion. of timé
S were abolished. Mean-

S 2
St oy

PRINCIPLES OF FREE TRADE: THE COTTO
' EXCISE DUTY : 1882-1914.. o

But this policy of excluding customs d
the public revenues could not be adhered t

N Tk

SSTRTS

o for a long time,. Thehappy. state

cy 1 1 S scurency: miiddle,
Following its suggestion, a 5% import duty on all goods was levied ex

on cotton manufactures.’ The new: duties were. insufficient and the! budget
deficit -remained the same as ever. So the Secretary of: 'Sta’ti:,imggented
that duty on cotton manufactures be imposed and alsa to, con ;
protective nature of the duties, excise  duties be impased. . In'. D nber
1894, two changes in the tariff occurred. A five per rcent_*.impottadutyzonﬁll

S RN : Soiet ¥
uties from among ‘the sonices of -

‘aspects. It condemne
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n above 20s. was one. Simultaneously, a
yar

. . and -on all o/ s also imposed on all yarn
cotton piecegoods anc ot £° IC 0 4ty of 5% was al “opposed
chrespongin% cou;;i’fg:él‘:ggb:, the Indian Mills. This change was opp

of 20s. avid-above pr

: he one arguing that the excise

WY IR i dia and Engl_apd, e to be danger-

by the ‘Mﬂl;r}:e;ﬁi»ltst}:z g?her characte(;‘};ing lttlil; T,{):Jéfczg by the drawing

duty was unfai lies and difficu : ; drawing
ive. The anomali ing and non-competing g

ously protective. distinguish competing eared again. As the

of an artificial line 10 € of the 1878-79 measures app! e o be

i ~ after the passing 7. the policy of the Governmen

periencee der every day, the po ¢} bout in the structure of the
laints grew low brought abou !

53;1&.350 ig" 1896 two %}:t&glftsie‘g”fgd excise on yarn were abolished and

. . o h im » ;

:ﬁzﬁﬁﬁfﬁtgx’ ;iecfgoods was reduced to 3}% |

HE WAR WD POSTWAR FINANCES : INCREASE IN
’ CUSTOMS_'DUTIES”

) ) 3 - . he
.16 the financial obligations of t
o 16ation had to be tapped together
he old taxes. In spite of a general upward revision in
e .

; in f the textile manu-
s maintained in the case of i bitter
the Tariff 'Iiat‘lﬁ?a ’::: 2}13\}:::?;1‘:3: was appr::ihenswz glf; g;trle‘zégli;?ﬁ s;a t(;s
factures. The Blome Fo7= 0 duties and was ion of the War
e arding-the cot ia had to bear a portion o V
controversy regar . As India had textiles
quo as regag ds %16 dc:;t::isiu&izsvfunds by in(l:é‘?as?g;? CSE;W %rllliCSOtgtgsr:u:: was
charges, it decided tO.X sined at the old rate o ther changes
to 74%, but the f;scﬁel\x/;i:ﬁl?nterests with great ag%’;:ﬁilf 1;;5:; dziy .on gall
greeted by the India n tadiff till 1921-22. In 1 & uty remaining at
were made in the cotto 74 to 119% with the cotton excis sed at the rate
goods ' was raxgedd lf:g’;‘n mill machinery and stores was 1mpo
349. An import '

was protest from the English textile interests, but Mr. Montague
of 24%: There'wa

sio de in the cotton
erieion. . ' Though no: change was made | :
refused: to alter hisdg‘f;l of g% l’\IA‘ra(s')-p%a;ced on yarn which was hitherto exempt
duties and excise, a

1.
0 ()Slti(”l (Ioﬂl tllé hall 100111 weavers was a 5()v [6) .]I() aval
w

EXCISE DUTY AND
OF THE COTTON ;
' THET‘?{BEO ’gﬁf&ﬁm@ OF DIRECT PROTECTION TO

THE TEXTILE INDUSTRY

. 3 d
. ies of the previous years, though 1mp.ose.-
+ . The high level Qf l:npgo;:, tg;;sd ed 2 degree of vp;.lote:(ﬁct,:n tzx(t:ii g‘l?tly
purely for revenue Puhgﬁy negligible. The fact that the Sotton cxcise oY
genous industry not w ed primarily as‘a countervai hg Juty at the
s 8% éﬁ-a&;bgfgmgfl(gxemment l;nqﬁzeﬁ:dms?ﬁf?a&g :ilfty with political
. . ; i i 1 l . .
}'ﬁ?t?f;:s of I‘,an'c aSh“e&}:ﬁgr?fEZﬁt ZICVCI‘ received from th: Ix;g;aiagzggg
bias adndidpap::f‘c:l:;:: ’ (-a::nsideration on. its. own: merits as a.p
any

i ' i re
101 i ressed disapproval of this measu

i d non-officials expresse | s mcasure
measure. Both Ommali;;:lounds than economic. Slr-Pur\tsl:)tza;(r:itsi:sduw idas
sid_he Conm}:ingﬁ for the -abolitio? thoef tr:plgo;:d that once this was
said he v e ical sentiment of the p L once.
eddeés‘sim—-wl&ﬂ;i g:«lei:ared to reconsider it afresh on its own
done he wou

THE WAR AN

Fiscal -Commission examined the question in all its
ipiscar LU

"1 Fhew-the Indian d the duty on account of the circumstances of
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its origin but defended it as it was bringing to the exchequer a part of the
enhanced price the consumer had to pay due to the rise in the mmport
duties. The majority wanted this purely taxation aspect of the question to be
considered by the Legislature. The minority of 5, of whom 4 were directly

connected with the cotton industry, felt that its continuance was contrary to
the “ unanimous sentiment of the people of India.”

In 1923 the industry in Bombay and to some extent in Ahmedabad was
feeling the effects of depression. Naturally, the mouthpiece of the mill
owners, the Bombay Millowners’ Association, early in 1924 began an inten-
sive propaganda for the abolition of the cotton excise duty. By 1925 the.crisis
in the mill industry of Bombay had become somewhat acute and the mill
owners, baflled in their endeavour to seek relief from the abolition of the ex-
cise duty, now fell back on the thing to which the manufacturers almost
always and inevitably turn their attention in bad times, namely, the reduction
of wages. They notified a general reduction of 114% in the wages of all
labourers. The negotiations that followed failed and there was a widespread
strike about the middle of September 1925. No longer able to resist the
pressure of the growing volume in favour of repeal and prompted by the
desire to bring about industrial peace in Bombay, the Government of India
suspended the cotton excise duties from the 1st December 1925 by an ordin-
ance and finally repealed it in the beginning of the financial year 1926-27.

TOWARDS A PROTECTIVE TARIFF

When in March 1926 the Bombay Millowners had achieved their. first
object, the aholition of cotton excise duty, they almost immediately proceed-
ed to take the necessary steps for the fulfilment of their second object,. the
enhancement of the import duty with the intention of obtaining further
relief. The Association complained about the prevalence of Japanese com.
petition and passed -a resolution requesting the Government to undertake a
comprehensive enquiry by the Tariff Board into the causes of depression in

the industry. The Tariff Board was appointed on the 10th June 1926. The
terms of reference were as follows:

l. To investigate the condition of cotton textile industry in India 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 were of a temporary or permanent character.,

3. In particular to consider whether and if so, to what extent, ihe de-~
pression was due to the competition of other countries in the home
and export trade. | ‘

4. To report whether having regard (1) to the fact that the industr
had long been firmly established in India and (2) to the id@rest o)t,"
the consumer and to all other interests affected :— )

(a) the industry was in need of protection ; B
(b) if so, in what form and for what period protection S'hould be
given. .

5. To make any other recommendations that were ge
subject. ' germage- to the{
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THE TARIFF BOARD REPORT OF 1927

The Bombay and Ahmedabad Millowners’ Associations submitted thel;
written memoranda to. the Tariff Board laying stress on the neces?ty Od
immediate action by the Government to grant protection in 1ts hour 1oI l:fe
to the cotton mill industry, * the greatest and certainly the most typlc;} n dlatn
Industry in India.” Some of the factors confronting the mdgstry referred to
by them were:

1. The loss of China as a market for Indian yarn. ‘
The entirely ill suited currency policy of the Government.
Unfair competition from Japan in home and foreign markets.

SIS

Increase in costs of manufacture under different heads.
5. High Railway freights.

The Tariff Board conducted a detail_ed survey into all these aspects.
Their report was published somewhat late in 1927.

DETAILS OF THE REPORT——NATURE AND EXTENT OF
THE DEPRESSION 1923-26

ession in the cotton mill industry in India, especially in Bombay,
was Elhfhg ?Z)l;m of a general trade depression following 2 boom. The de?rﬁs-
sion in the industry was felt most acutely in Bombay. For the purpc:lit;1 ) <t:1 e
enquiry the whole region was divided into 3 groups, 1. Bombay, 2. }rlne a-
bad, and 3. Others. The conditions in Ahmedabad were better than in
Borr’lbay and the same was the case with all other regions. Another way to
divide the industry is to divide it into Mills having (1) Spm.nmghsectlons
only, and (2) those combining weaving with spinning. Conmdern:;g t1 e extenﬁ
of d:apression in these two categories of Mills it was found that 1}1 }rxgsthltl
the Mills which have spinning departments only have been badly hit. e
position of the combined mill was far better.

iteri i i ills in
ible criterion of the comparative prosperity of the Mi
B mjl?;.l Othihlfx(l):ilab‘;d and upcountry centres was the intensity of ltlhe
d:man()lr’ for protection. This demand had not been pressed for from other
centres as from Bombay and Ahmedabad.

EXAMINATION OF THE SUGGESTED CAUSES OF
THE DEPRESSION: WORLD FACTORS

The Bombay Millowners’ Association held that the degr&lssio?h w?:c tx:)c;z
i 1d factors to a great extent and that the
due to the operation of wor s to 2 grea) : ¢ .
i t.! The Tariff Board were no
jar to India were mainly resppnsxb efor i (
gl(;(l:: ltlgrazcept this view. They opined that there were three world factors
contributing to the depression in the industry. They were:

1. The altered relations between agrarian and general prices since
1920.

2. The cyclical character of trade throughout the world.

3. The course of American cotton prices.

1. Report of the Indian Tariff Board (Cotton Textiles) 1927--Vol. 1-p.29.
T.JI—6
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EXTERNAL COMPETITION
The outstanding cause of the prevalent depression in the cotton textile
industry was held by the Bomba

y Millowners’ Association to be ‘unfair
foreign competition ”.? The Association dwelt almost entirely on the competi-
tion from Japan. Competition from other countries was mentioned incidentally,

but the trend of evidence clearly proved that this was not taken seriously.®
In yarn trade the competition from Japan was considerable and this was the
root cause for the state of ruin in most spinning mills. In cloth of lower
counts, i.e. in drills and sheetings, Indian Mills were able to hold their own ;
hence we are led to the conclusion that Japanese prices were high for the

above mentioned varieties. This was not so with regard to long-cloth and
shirtings, forming the bulk of Japanese imports.

Examining the various view

points about the unfairness of Japanese
competition, the Board came to the conclusion that “unfair competition of
Japan” was an important cause of the depression.

CURRENCY CHANGES

The Bombay Millowners’ Association felt that the stabilisation of the
Rupee at 1s. 6d." was injurious to the interests of the industry. The Board

was of the opinion that this stabilization, coming at a time of falling prices,

has rendered the disparity betwee

n wages and prices more pronouriced, Apart
from that it did not affect the industry.

DEFECTS IN INTERNAL ORGANIZATION

The Board’s views about this point can be summarized as: “defective
organization can at most accentuate a depression. It cannot create jt.”™ They
felt that over-capitalization and unduly high dividends declared were tg some
extent responsible for the state of affairs,

POSITION OF THE MADRAS TEXTILE INDUSTRY

In the main body of the Tariff Board Report, we have very little infor
mation pertaining to the province. So the only source of information we can
use is the declarations of witnesses before the Board. Some of the witnesses
examined by the Tariff Board were
The Government of Madras.

The Southern India Chamber of Commerce.

The Collector of Customs, Madras.

Madras Piecegoods Merchants’ Assaciation.

B & C. Mills.

Mr. Ramnath Goenka.

- Mr. N. G. Ranga.
With the help of the evid

using the available statistics, I
in Madras. '

2. Indian Tariff Board (Cotton Textiles) Vol, I--p. 33.
3. Ibid.

4. Ibid, p. 77.

NSO DR 0N

ence submittpd by the above mentioned and
will try to estimate the position of the Industry
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THE POSITION OF THE MILL INDUSTRY IN MADRAS

consider
i i ituation in the cloth market, we can now ¢
Af.t‘?r de?}:ﬂg Ir,/f:l}llxtrﬁlgtf;try Table 18 given here f}xrmshes 'I?hgegir;:‘lb::e;;"
t};'e %osﬁ_loclllugtry The table gives us quite a flosyf glztt‘;;e.impo:t number o
o e N sind the increase, as the industry L
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the industr ‘

prosperous. -

5. Report of the Indian Tariff Board (Cotton Textiles) 1927—Vol. I11,
. Rep
+-6. Tbid—Vol. IV.
© 7. Ibid—Vol. ITL
8. Tbid,
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TABLE 13

PROGRESS OF COTTON INDUSTRY IN MADRAS
(Capital: in lakhs of Rupees)
Year  No. of Mills Capital

Looms Spindles

Labourers
1923-24 21 246-88 4,196 517,736 28,497
1924-25 22 261.00 4,157 543,748 29,688
1925-26 22 319.04 4,329 592,136 28,483
1926-27 23 283.99

4,395 632,360 29,645
SOURCE : Statistical Abstract of British India.
TABLE 19

YARN PRODUCTION AND EXPORT IN MADRAS
(in thousands of Ibs.)

Year Production Export

1923-24 50,939 293

1924-25 54,221 252

1925-26 57,837 205

1926-27 64,498 262 .
SourcEes: Statistical Abstract of British India & Annual Volumes

of Sea-borne Trade of India.
PRODUCTION

A perusal of the Table 18 would make it evident that the ind
mostly dependent on spinning.

Cloth was also woven but th
small. The production of yarn

TABLE 20
CLOTH PRODUCTION AND EXPOR

[ T IN MADRAS
(in thousands of 1bs.) (in thousands of yds.)

Year Production. Exports.
1923-24 16,751 38,173
1924-25 17,494 37,900
1925-26 16,935 44,008
1926-27 18,421 46,975

SourcEes: The monthly Statistics of

Cotton Spinn; L
India, and Annual Volum poning & Weaving

es of Sea-h In
India. .

orne Trade of British
also have decreased, leading, i

d not :
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TABLE 21
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ear. | .

| = 252

1923 2; 22 ;gg
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1?)222 57 : 334 . .

1926-

' i . obtained from Dr. K: S: Venkata-
' Fi dian consumption are
.. Figures of In C

raman’s Thesis.

ia i 252
, i hole of India increased from
, . f yarn in the who, 97. In Madras an increase
, The consumption O illion Ibs. in 1926-27. In cas
million Ibs in ilg 23-21gst00%3:a1rr:: was recorded. Thus the amount of yarn
of about 20 miilion Ibs.

" consumed by the handlooms increased,



46 DEVELOPMENT OF THE TEXTILE INDUSTRY IN MADRAS

Now we have established that the amount of yarn consumed.by the
Mills themselves and the quantity used up by the handlooms increased in the
period. This accounts for the increased production of yarn in spite of ‘decrease
in_exports. When Madras lost the Chinese markets for their yarn, the local
Mills turned more and more towards local markets.

PROFITS
This is a

nother index of progress or otherwise of the Industry. Let us
consider the percentage dividend declared by six Joint Stock Companies
owning 10 mills in the Province. The sample is a comprehensive one as it
includes Indian owned and European owned mills ; Mills in the city and also
Mills in the interior; spinning Mills and combined Mills. All through the
years we find that a moderate, decent dividend was declared. All the Mills
were in more or less fairly prosperous condition. But one thing was certain.

They could never hope for the good old days of 1920-21, when fabulous amounts
were declared as dividends. It was surel

level. Naturally the entreprenuers felt that bad days were setting in..

TABLE 22 '

DIVIDEND RATES IN SOME MADRAS COTTON MILLS

Name. 1923, 1924. 1925, 1926. 1927.
Madura United Mill 12 12 12 12 12
B. & C. Mills 20 20 20 20 20
Coimbatore Sp. & Wg. 50 20 8 10 12
Madura Mills 20 20 194 19 . 15
Tinnevelly Mills 30 40 40 40 40
Malabar Milis 30 20 15 10 10

EVIDENCE OF THE MILL OWNERS ABOUT
THE CONDITION OF THE INDUSTRY

There were two mill owners who
They were the representatives of Binny & Co. and the Madras United
Spinning & Weaving Mills. The first mentioned opined in the oral examina-
tion that ¢ Depression is general in Bo

mbay and I believe in Ahmedabad
also, but Mills elsewhere in India cannot be classed as depressed in condi-
tion.””*

gave evidence before the Board.

Our statistical analysis of the various as

confirms the view that the Madras industry cannot be sajd to have experi-
enced a depression. Mostly local causes, like

that of proximity of the market,
the nearness to raw material etc., helped the industry to be prosperous. Mills
in this part of the country specialised in certain qualities of goods and have
established a monopolistic market. The example of such procedure is not
far to seek. The famous B. & C. Mills is a successful example of the mills
following thismethod. ‘ ,

pects of the industry in Madyas

9, Ibid—Vol. I1,

Y a come down from that previous
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-official witness with
i of Mr. N. G. Ranga,' the only non-officia s Wi
ﬁrrfzggzlld:;ﬁ(ee in the Mill Industry is worth mentioning. He sal}cll It
insotrue that Madras Cotton Mill Industryl is {;mdmg tlt bmtm'):lye:;e;l;t tu ::;bsl(;
hould be sold in the local markets but it is

e Jlapil":::eﬁ':ﬁ‘na!; ;lilch yarn as is needed by the Mills and Handloomls.

tohsulf)‘p y Mills which are also interested in weaving are unable to supp};‘

'Il; el e“{ demand fully.” As regards the depressed condition in the whole o

tlnfiigcﬁe felt that it was a result of inability of the Mills to adjust them-
selves to the new conditions.

ing he gave at the end of his written evidence was very

‘g;he rrlmc()itei: i:{iadrriglgthis %ay. He wrote, I respectfully suggest dt}ll)at t{xle

rasses : Za voiceless and the members of the Assembly are overawed by t (:

s 2{ this industry in Politics and so the Board and .the. Goverr:imen

pmox‘xz?;hink and try their best to see that no unncessary help is given undeser-
vedly to this or any other industry.” ‘

WHAT THE TARIFF BOARD OF 1927 RECOMMENDED

ublished somewhat late in June 1927. In paragraph 91
f th’f;i}:‘err:g(;rtt rlllisypwrote they had agreed that, in addition to t}ée lp}r;te(::
Sion afforded by the then prev;xlenttimtpg;t ‘Sg;ifdog:‘;/,u;?ﬁzgmﬁ l?nsuch 6 on
doth, & e e Japan contir ed inferior to those in India. The
e 13_1'_)011rﬁgﬁg?;nz}ntﬂ:pggaﬁnﬁgﬁ that although the obvious 1(‘1er?cdy
was In£ n t discriminating duties against Japan, they were precludt}:1 }oné
veoom og_ this course. mainly on political grounds. They t e;c oi-d
rccommndu:lgthat the necessary protection to the Indian piecegoods shou
recor_nmenbe eans of an additional duty of 4% on ail imports 1rrc;pectwe
o e roumtry f origin. On the question of yarn, they realized that atl)ny'
of the ot ? the %uty would - be a severe handicaP to the important but
er_lhanc_eme;llat 3loom induétry. Instead of an increase in the rate of ulrll)po(l)‘;
?itl?tl)g g]t}hngy vré::ommended the grant of a bounty of one anna per lb.

its equivalent on yarn of 32s. and higher counts.

'  di both these
i \ Board dissented fron} the members on

i The;‘Prt;!sTl; rg);)f t;lll;:: d(::mand for protection came only from Boxlx:llaalz
od A Hed gad and not from other centres of the textile_ mdustryh mde dia
a.n:il ?hh;?ethirefore the only legitimate clailm for pl;otecatlxo‘g), n:l;e 1t;i t:on pthat

an 2 oLes ,

ion i ch due to internal as to ex on
would Bomb;);nvgzsl;sasm&e one based on unfair compent}o‘ril of Jag:;)‘i
could'_bF iow of the case he maintained that the needs of the in ufrrj,a wncse
l())enag‘;:::ﬁy met by an enh‘ancemexllct1 %f the duty byoﬁ(; ::)gt::r:?; r? whirc); nese
' i i t € a measure ,
B e Thl;saheix?gll;::}?, Ol\:vil‘lh',milmpose the minimum burden on t:::
s thc: an?(Iin wﬂyl’ not at the same time givg: the (;ndustry in other centres,
:ls)s?ssrarzcc of which it does not really stand in need.

His objections to the recommended bounty were :—

. o1 lob-
ting an artificial stimulus to the develop
k Therteo?ih’l:gp?;ﬁntgro?}?ixéhcf counts at the cost of. the tax payer.
men > Spiny

10. Ibid—Vol. V.
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2. Its administration would necessitate the carrying out of inquisitional
inspections of the spinning mills.

3. It would not eliminate the internal competition from which Bombay
is suffering. .

4. It would accentuate the tendency of the Indian Mills to spin higher
counts of yarn out of inferior cotton resulting in inferior produce,
lower output and discontented labour.

THE TARIFF BOARD REPORT AND AFTER

The Government of India expressed their inability to accept any of the
major recommendations for the protection of the industry and only agreed to
abolish the import duty on the principal mill stores and to consider the pro-
posal for establishing a combined dyeing, bleaching and printing factory
after ascertaining the views of the local Governments. This decision by the
Government was resented by the mill owners and many deputations waited
on the Viceroy urging him to revise his earlier verdict.

On the 16th August 1927 Government of India issued a Communique in
which they discussed the relavent recommendations of the Tariff Board refer-
red to by the representations of the Millowners’ Association and agreed to grant
protection to the Indian yarn of 40 counts and below so as to neutralise the
unfair advantage enjoyed by Japan. With regard to its effects on the hand-
loom industry, anxiety for which had decided them against raising the duty
on yarn 3 months earlier, they were now satisfied that the consequences of the
enhancement of the duty would not be serious ! :

This reversal of the decision with regard to the enhancement of the duty
on yarn, clearly brought about by the pressure of the cotton mill owners in
Bombay, was in utter disregard of the evidence tendered by the Directors of
Industries of Madras, Assam, Central Provinces, Burma, Behar, and Orissga to
the Tariff Board to the effect that the important handloom industry of these
provinces would be adversely affected thereby. This was also contrary to the
view of the Tariff Board that no enhancement of the duty on yarn should be
made, as it would seriously handicap the large number of poor artisans who
had a hard struggle to keep themselves alive in competition with the
powerful mill industry. It was but natural that this bill was met with consi-
derable opposition in the Assembly from the representatives of Bengal, Behar,

Orissa and Madras—where handloom industry plays a very important part in
the economic life of the people.

The Government of India decided to impose a specific duty of 14as
per Ib. on all imported yarn unless its value exceeded Rs. 1-14-0 per 1b ix;
which case the duty would be 5% ad valorem. This arran ement o
in force till March 1930. Sement was to remain

During 1928 and 1929 the difficulties o

f the textile indus :
increased due to currency and labour troubles, o rorther

There were re eat
. L e
from the mlllowpers’ associations for grants of additional prol:ectio(fa rfg utc;ilts
over the depression. At the same time the competition from Japan in i ide
goods trade grew more and more severe. piece-

- tion. In December 1931,
"Yen was Rs. 2:1.

. 'point around an extraordinarily low
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G. S. HARDY’S ENQUIRY

overnment of India appointed Mr. G. 8. Hardy, the

Collelcrzojruz 1(9]31§t(t)}rlrfs,GCalcutta, to examine the possibilities of substituting

the system of specific duties in place of the ad valorem assessment of cotton

ie yoods He was also asked to investigate “ What c}}anges have _taken

pieceg i cé the Tariff Board reported, in the volume of imports, _c]asses. of

gozfi? iS;rrllported and the extent and severity of external competition with.
the products of Indian Mills.”

’ ublished towards the end of November 1929.

Th ol I—lljsrlgz st;egx?}l;itc‘l:aiep arrived, after a careful consideration of the
S o a5 that on administrative grounds a change from the existing ad
e avat of assessing duty was undesirable. He also pointed out that
valorern Syjtﬁn lv were becoming serious competitors with India and Lapca-
gﬁﬁ:rlvzg losix?gyground. The trade that was lost by Madras was mostly gained

by Japan.

‘s ublication of this report, a ‘Conference of the
 Immediately after the B ld i Delhi in December 1929 on the
e f the Government of India to discuss the issues raised in the
m"'ltano?&sousual the Conference was unanimous in its opinion as to the
report:t of additional protection to the industry. The Govcrr}ment of India
neceSSlc}II ided in 1930 to raise the revenue duty on cotton pu;cegoods from
ﬁnauylsfmun der the Indian Cotton Textile Indus'try Protect.xon Act, 1930,
11 to 15% osed an additional 5% duty on cotton piecegoods imported from
P ther than U.K. and a minimum specific.duty of 34 as. per lb.
gﬁuggfﬁsgiey goods, whether manufactured in U.K. or elsewhere.

This assistance was rendered by the Government with the object of pre-
serving 1the industry and not for its ultimate development.

] inued to decline. It was sheer accident tl:xat the Mill-
The mcli.;ll Sgglngg?tg;uiwo factors which began to operate in 1930. The
Erat e CO}? "« Swadeshi ** spirit, which boosted up Indian made goods. The
first was the s that owing to the worldwide depression, of .thxs period it
sccoxix‘d f;:ictogce“s’; ry to increase from Ist March 1931, the duties ‘on,cogt;)n
was ound n nufactured, (1) in the U.K. to 20%, (2) and elsewhere to 25%,
Flec?goohse‘x:‘na{nimum specific duty of 3} as. per b, unChaé‘%ed- Bsyvanotlt_l’er
F?ii‘grx:getACt an all round surcharge of 25% was imposed from September
1931. ' - hethar st d""
& - :6c duties on plain grey whether manufactured in
.+ The nlunu;ll;‘;: xcﬁ‘i:se?ttlgsﬁ asll’ per Ib. and the duty on other goods
D or o tured in UK. to 313% The duty on Sovon yam was
ixu::‘lgafse?:il to 619% ad valorem or 13 as. per Ib. whxc‘l?cvcx: was ugher- "
o : \ e5 were becoming favourable to the Mil!-
On the one handl cxzs;x:z:t(;n(c:ﬁ;nges began to increase external competi-
owners ; simultaneously Japan went off the gold standard. On December
i davs before abandoning the gold standard, the value of the
10th, 1931 i.c., 2 day it came down to Rs. 1-7-0. But the Yen: was not
1. Later 1 down till it reached a:somewhat sncklr‘:ﬁ

stabilised even at that Jevel. 1t came level in terms of the Pound with whi

T.L-—-7.
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the Rupee was linked. Taking advantage of this abnormal depreciation of

her currency, Japan began to dump on India huge quantities of Japanese
goods at ridiculously low prices.

THE SECOND TARIFF BOARD REPORT ON COTTON
: TEXTILE INDUSTRY

When the cotton industry protection bill was introduced in the Legislative
Assembly in February 1930, it was stated on behalf of the Government that
the effect of the duties would be examined by a Tariff Board after a lapse of
two years. So the Government of India announced the personnel and the
terms of reference of the Tariff Board. The terms of reference were :

I. Whether the claim of the Indian Cotton Textile Industry to pro-
tection had been established.

2. If so, in what form it should be given and to what extent.
3. If it was proposed to be given in the form of import duties

(a) whether the same rate of protection was required against the
competition of goods manufactured in the U.K. as against the
competition of goods manufactured elsewhere;

(b) what rates of duty in respect of :—
1. Cotton Piecegoods.

2. Piecegoods made wholly or partly of artificial silk.

3. Cotton twist and yarn according as they were manufactured,
(a) in U.K., (b) elsewhere. :

The terms of reference evoked a protest from the mercantile sections.
These terms sought to incorporate this principle of the differential rates of
duties on piecegoods imported from U.K. and other foreign countries. The
principle of imperial preference was embodied in this scheme.

Hardly a few months had elapsed since the appointment of this Tariff
Board, when the cotton industry was faced with a serious menace of Japanese
imports. As previously mentioned, the Japanese depreciation of the currency
was the most important reason for this state of things. There was an alarm.

ing increase of Japanese piecegoods imports. The Government referred the
question to the Tariff Board for enquiry.

The Tariff Board reported in August 1932 to the effect that the depreci-
ation of Japanese currency since 1932 had led to a remarkable increase in the
imports of piecegoods from Japan at very low prices and that additional assis-
tance should be given to the industry. The Government accepted the recom.
mendations and raised the specific duty on plain grey goods and the ad valoren
duty. The duty on all piecegoods not of British manufacture was raised from

314 to 50%, ad valorem. The minimum specific duty was likewise increased to
51 as. per 1b.

In its report on the main terms of reference signed on 10
1932, the Tariff Board observed that in spite of thegincrease of tiiﬁovfﬁzcr
tion and decline in imports, the majority of the mills of India couldpnot l;:.
profitable without protection. The continued depression in Bombay ‘w .
bound to spread all over the country. The unfair advantage enjoygd t?;

-

: N
TARIFF AND THE TEXTILE INDUS Sads S
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Japan was mentioned as an adverse factor af he industry, The Boamd

made it clear that the withdrawal of protectiflf & e énd of depxessi‘(gig
would be a severe set back to the industry.: 8 {25 NO\f\ R ; & ; '

The basis of protection was defined as ¥
selling: price and the price actually realised §
Board was of the opinion that specific duties W
effective protection. A reduction of duty on'yd
recommended.

The Government of India generally agreed with these: yrecommendations
and yet could not take any immediate action on it.

The incessant depreciation of the Yen nullified the effect of the rise in
dutieg granted in 1932. The repercussion of the depreciated Yen was so
disastrous that in Bombay reputed concerns like the Sassoons, Currimbhoys and
Finlays decided to close down. The various mercantile bodies in the country
urged the Government to take immediate action. Then in the middle: of
1933 the Government of India raised the ad valorem .duty on cotton piece-
goods of non-British manufacture to 759% and the specific duty on plain grey
goods of the same description from 54 as. per Ib. to 6} as. per Ib.

In the face of the Indo-Japanese Trade Convention of 1904, no spemfﬁc
action against Japan could be taken. So the Government of India gavctl: gf:x}fe cir
the termination of the agreement. Thls was resented by Japair_l ar}ll it threa ;
ened to boycott the purchase of Indian cotton. Meanwhile a fres agrct:eripen
was concluded between India and Japan. Quantitative limit “l)< 1mFor Is éPm
Japan was fixed. Arrangements were made to assure thc market 05 bn 1t;13.1n
cotton in Japan. The Indo-Japanese trade agreement wa}:.approve . 3} th::
Millowners of the country, as 1t was beneficial to the interests o

industry.

time another pact was concluded be}ween the Millowners®
Assoéztitit(})ls cf? rE(():mbay and the IB;‘ritish qutile Delegation called the }I:/Iody-
Lees pact, as Sir H.P. Mody and Sir William Clare Lees represented the two
o Tt was agreed by these two representatives of the Mill interests that
?l?(: tilgzustfy in India reqhired protgction to a greater extent against 1mports
of other countries than U.K. It was agreed that the duty on cotton
from U.K. should not exceed 5% qd valorem with a minimum
yarn'ﬁ duty of 1L as. per Ib. Regarding pxpcegoods it was agrecd tha.t,
:fP (::rlldcwherzl the re4venue position madfe éts gosgble, tgq Ggg;‘:&nfr}tggfl" 11’}(51}:2
: harge o imposed in . .
e re}leOVC ésfdgizirrﬂasltleri'res}? proposa)(; Wig’l regard to the duties appli-
i Slhe S K. imports. If any concessions were granted to Brltl_sh goods
f:able o ? s rr;arkets the same facilities would be extended to Indian goods\
“; anYT%‘;ei\fle;nchester éhamber of Commerce promised to use its good offices’
iansﬁ.clping India to make business contacts.

i o agreements, the Indian Tariff Textile _Amend-

. 'tlile !alsg ?rft(r)cfcil};s:fl §:1vto tEe Legislature in March 1934. It was intended
melr)lt o f wcc for three years, but the rates of duties on British goods were to
tfo ior or1 till 31st December 1935. The Act fixed the rate of import duty
olrllng(t)ltczgnogiz’cegoods not of British manufacture at 50% ad valorem subject to

."a minimum of 5} as. per Ib. in the case of plain greys.
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THE EFFECTS OF THE- CHANGES OF THE IMPORT DUTIES:
THE PROGRESS OF THE MADRAS TEXTILE INDUSTRY
- BETWEEN 1927-1934

In the previous survey of the industry we traced its growth till 1927 when
protection was granted for the first time. Later much water flowed under the
brnges, the duties were revised and re-revised, the effects of depression

deepened, the international factors became important and clamour of the
mill interests was unceasing.

PROGRESS OF THE MILL INDUSTRY

Given here is Table 23 showing the development of the industry in terms
of spindles, looms etc. From 1927-28 to 1929-30 there was no rapid develop-
ment ; actually the number of Mills decreased and along with it the number
of .workers employed. But equipment of the mills showed an increase. From
1930 to 1934 it was a period of steady progress. The equipment of the .Mills
and the labour force employed both increased. It was in this period .that
purely spinning mills were established in Coimbatore. The fact that from
1930 the industry was developing at a quicker pace is a proof of the efficacy
of the Industry. The Mills benefited by the protection given.

TABLE 23

PROGRESS OF THE TEXTILE INDUSTRY IN MADRAS
(Capital in lakhs of Rupees.)

Year No. of Mills Capital Looms Spindles

Labourers
1927-28 22 295.05 4,667 639,590 34,021
1928-29 21 320.36 4,933 669,664 31,518
1929-30 20 246.15 5,039 697,564 39513
1930-31 22 296.08 5,033 753,520 34,670
03233 o 276.52 5,143 794,404 37872
1932-33 23 282.27 5,137 794,564 38,769
1933-%4 29 30301 4,083 846,230 41,208

Source : Statistical Abstract of British India.

PRODUCTION

As the South Indian Mill Industry is a predominantly spinning i

let us consider the production of yarn first. Table 31’\101? 24ngshlcr)‘$: Sttr}z,é
quantitative aspect of yarn production in Madras Mills. The production of
yarn given in the table increased from 68,748 thousand Ibs. in 192728 t
104,910 thousand lbs. in 1932-33. This tremendous leap in production i in
on small degree due to the imposition of import duties. When the ra;s lr;‘
duty was raised from 5% to 64% in 1930-31, the production of yarn incr ¥ od
by 10,803 thousand Ibs. in 1931-32 over that of 1930-31. The p tease
registered a similar large increase. Even though we cannot maintainet’}(x ycﬁr
Tariff cl.xangc is the only reason for the large increase in production that e
no denymg the fact that it was one of the causes for such a state o,f :{c‘ .
When the import duty was increased then, it must have helped the 1 al al‘rﬁ'
to raise their prices, the extent depending upon elasticity of oty a3
elasticity of demand. So it is possible that the indu y o supply and

on.

prices for yarn might have made the Mills increaseclf;ﬁﬁ?,‘cf;y way of higher
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TABLE 24

YARN. PRODUCTION IN MADRAS MILLS
(in thousand of 1bs.)
: - —or-over

L 7 AR Production Last year. Tariff Rates.

7-28 68,748 50, or 1} as.
iggs-zg 69,036 + 288 59, or 1} as.
1929-30 74,480 + 5,444 59 or 1} .
1930-31 76,926 42,446 649 or 1.7/8 as.

© 1931-32 87,729 + 10,803 619 or 1.7/8 as.
1939-33 . 104,910 417,181 619 or 1.7/8 as.
1933-34 . . 98,274 6,636 61% or 1.7/8 as.

Seurce: Monthly Statistics of Spinning & Weaving in Indian Mills.

A ishe jon ¢ i din this post-
" After having established that production of yarn increased in U |
lé??AfziEo}éavx}eg \earsil'(l1 have to examine the qualitative aspect of this-increase.
In T agle 25’the total production is divided into 5 groups.

TABLE 25

DETAILS OF YARN PRODUCTION
(in thousands of Ibs.)

Year 1-10 11-20 91-30 31-40 Ab;v?e 40
. -

_ 3,528 29,815 30,461 4,15

ig%-gg 5632 - 27631 30,165 6201 . ég?
19929-30 3,828 28,812 34,449 0301
193031 3,779 30,554 33,561 100t 6%
193132 4,078 37,419 37,228 sy 4]
1932-33 4,051 48,363 42,362 Toom 40
193334 3,659 45,713 33,693 :

GROUP AS A PERCENTAGE OF TOTAL

6-0 0.04
5.1 44.4 44.3 :

}3%:%3 5.2 40.0 43.7 573.2 8.2
1929_30 5.1 38-8 46.3 9:2 08
1930-31 4.8 39.7 43~g )e o3
931-32 4.2 42.7 42 a4 02
. 39 3.7 46.1 404 o 03
113‘2:2{ 34 38 46.6 342 -

S £: Monthly Statistics of Spinning & Weaving in Indian Mills.
OURCE:

COUNTS 1-10

i i duc-
: i howed a decline both m'thc actual pro
Thg] IOdu:stlznpzi;zg:ft;’;;noi the total. In the previous chapter it was
tion and also

0 he i 1 i X }‘ . there as
i()ll mn thlS group was stationa: N()w Wi

an actual decline.

.'1918-19 was 12% and in

f this group in the total production in
The pf;%%?:tjigir:s 3.8%—a steep decline,
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COUNTS 11-20
The yarn spun in this category registered a small increase all round.
The percentage figure rose from-44.4 to 46.6 in 1933-34. This was an

improvement over the previous years when there was an actual fall in the

production. Surely this was a come down from the early period when this
group alone constituted a 60 or 70% of the total,

COUNTS 21-30

The percentage statistics registered a decline but the actual showed an
increase. This was due to the increase in the total production of yarn of
all counts and the inability of this group to increase likewise. In the period
1918-1927 the percentages increased from 34 to 45%,. The reverse of what
happened then now took place. The percentages declined from 44.3 to '34-2.
The only conclusion we can draw from these is that the rate of growth of
production in the group mentioned was not as rapid as the rate of growth

of the total. The mill owners switched on to another group which was
more profitable,

COUNTS: 31-40

The two columns representing the production in this group show an
increase. The actual production increased from 4,159 thousand lbs. to 7,004
thousand lbs. in 1930-31 and nearly doubled to 12,414 thousand lbs. in
1933-34. The percentage from 6.0 increased to 12.1 during this period.
The increase in the period from 1930 to 1934 was steeper. This might have
been due to the tariff changes in this period. It was from 1930 that the

spinning of higher counts of yarn was taken up more and more by the
Madras Milis.

COUNTS Above 40’s

There was a great increase of nearly 4 to 5 times in the production under
this head. The percentage figures registered a 19, of the total. From the level

of a hundred thousand lbs. the actual production increased to nine hundred
thousand lbs. in 1933-34.

The increase in the spinning of higher counts of yarn by mills was due
to Tariff changes. When the import duty was raised, the buyers of yarn could
ill afford to pay a very high price for the imported goods. At the same time
the mills could afford to spin higher counts competing with imports under a

protective tariff. But for the question ‘who had to bear the burden? the
answer will be given later. '

CLOTH PRODUCTION

Now we go from the producer goods to consumer goods. The total pro-
duction is divided into 1. Grey & Bleached and 2. Coloured varieties—
Table 26. During the period there was a total increase of nearly 6000 units
(each unit of 1000 yds.) of cloth owver the production of the year 1927-28.
The peak production during the period was in the year 1932-33. The grey
and bleached variety showed an increase from 26,579 thousands lbs. to 30,188
thousand 1bs. in 1933-34. The coloured goods increased from 33,385 thousand

”
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i f the period. Even in"the case
lbs. in the last year o : case
lbs‘ o 35’1%8 'thollligniz’ir ?932-33 was the peak‘ prod\}ctlorl.ygax;;vi 'tIl‘lh:sSimirl_
of these yarletles,_ th}:: roduction of cloth during this ")Ie'}l;loh,i vith a st
Taneous }nc::::: 11:11 all t}ﬁe varieties of cloth produced. The highest,
taneous inc

was in the grey and bleached varieties.
TABLE 26

CLOTH PRODUCTION IN MADRAS MILLS
‘(in thousands of 1bs.)

!

Y Grey & Bleached Colou;esd ; 05164_
1Ty . 24,443 35,079 60,022
192800 . 29420 54,636 64,050
T 35,644 68,817
11322132 e 35,864 69,548
1932-33 .- gg,fligg 33,804 60,248
195322 .;).nthly Statistics of Spinning & Weaving in Indian Mills.

SourcE: M
N IMPORTS OF TWIST & YARN INTO MADRAS -

i f twist and yarn
. i :th the data about the lmports 0
Table 27. Pfo‘i{‘des :ls;n}z;d. More than .75"/0 of the trade was t:rl::r:N 1;;; 1:3;
into the ProviLe roma“ and the United Kingdom. Tth yan;g mg)ade were o
three C%unt{lﬁég:p 2. Bleached and 3.t(2101?r:1 rE%un?s 3le-40 and 51-60.
three kinds, - : ingdom compete
: uchl«gélrlr:;gn{i((;ﬁgin the fo'rrx‘licr antegory. g:lr;::r :;)c;\;n(zovsv.c;z
’ > was 17 i Unite ingdom. - wer
Tg&ie‘;\;rc mOStl)},, s‘grzltfg Igizlgtggm. Mercerised yarns were another line in
ied by the

- . to
PP i two countries, White yarn was |
also suppl ition between thp S | Lo
which there Wwas con;gg:::l‘; of the British. But even in this category, wh
tent a M
a great ex

lied by Japan We have to consider the two varieties,
piie - .

: these were supplied
double yarn was § u% arns, In @ detailed manner, as LUK, ;
WA a}? : I:\frrl:gel:eéng here Japan could successfully bea
both the ¢ g ,

TABLE 27

S O MADRAS
‘ RT OF YARN INT :
- IMPOR (in thousands of Ibs.)

¥e
- IS, S};;r.e Japan S’; - Total : Taniff
2" Year UK. UK. Fapan v o 14 a8
F ' " g5 147 19 Z;?,‘;? 5%_?_& as.
\ons-20 gggé 785 Dite 12 10655  ~do-
%ggg:%?) 7:683' ' 22‘; l’908 13.0 g,%gg 619% c&ro _1% as.
oo 40wz W0 Gl Sib
{32;:3% 6,224 ?2:3 bols 167 5,485  —do-

1933_‘34 4,2 11

]‘ rt [s) thc Sea
E SOURCE H epo
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GREY: 31-40

U.K. in the year 1928-29 was supplying 673,585 lbs. of yarn. The same
type of yarn was also supplied by Japan and China. These two countries ex-
panded their trade so much that in 1933-34 a very negligible quantity of this
style was imported into India from U.K. The share of the two countries
increased from 1.88 million lbs. to 2-18 million Ibs. in 1932-33. It may be
rather curious to note that China, which was an exclusive preserve of Indian
Yarn till about 1920, should now be an exporter of yarn to this country. It
imported during this period the same styles of coarse yarn, which it used to
import from India before. This might have been due to the following reasons.
Earlier to this period large quantities of yarn of Chinese origin were distri-
buted to this Presidency from Bombay. From 1929-30 the commodity was
directly imported from China. Also this might have been due to the establish-
ment of Japanese enterprises in China which, though for statistical purposes
would mark the origin as China, was in reality Japanese Agency.

MERCERISED YARN

In this particular variety Japan expanded its exports into Madras at the
expense of U.K. This was so because Japan, due to variety of reasons, could
supply this style of yarn at a lower price than the manufacturers in the U.K.

The last column of Table 27 gives us the total quantity of yarn im-
ported. Till 1929-30 there was an increase in the amount imported from 7,645
thousand lbs. in 1927-28 to 10,655 thousand 1bs., in 1929-30. In March
1931 the ad valorem and specific duties were increased. The effect of this
change manifested itself in the decreasing imports.

At the beginning of the period under examination, the share of U.K. was
89.5%,,. Later on it decreased to 61.9% in 1930-31. There was a similar
decrease in the quantity of geods imported. By 1933-34 the percentage
improved to 76-8%, but the quantity decreased by more than 50%, on the

1927-28 figures. The imports from U.K. fell both in quantity and importance
during the period. : : : : ‘

From a modest beginning of 1.9% of the total in the year 1927-28, Japan
worked up to a not negligible 16.7%, by the end of the period. But in
considering these figures regarding the share of respective countries, we must
remember the fact that during the period the quantity of total imports dec-
reased. From 147 thousand lbs. of yarnin 1927-28, Japan’s trade increased to
1,389 thousand lbs. in 1929-30. The goods of Japanese origin were dumped
into the country. The total fell to a small amount of 908 thousand 1bs inr':hc
year 1930-31 due to the effect of the increase of tariff rates and this fall
continued till 1932 when it fell to 390 thousand Ibs. The year 1932-33
registered an increase in the quantity of imports. This was due to a ris ¥
the'imports both from Japan and the U.K. Thus it is evident that Ja anch:;
managed to oust U.K. from the important position it occupied in t‘ﬁ)e earl
years. There were two developments that were taking place in this _ard){
one was the decline in the total of imports of yarn into Madras and D other
was the reduced share of the previous monopolist U.K. In the ¢ n ?nother
the raising of the tariff rates has surely helped . Indi tase of Japan
dumping of goods in the country, but all this was offset bo t}sltem g(lixe
currency depreciation of the Japanese currency. The little b ; i € Steady
local mills derived was wiped out with a fresh slici enefit that the

ng of the value of the Yen.
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CLOTH IMPORTS

Piecegoods which were imported into Madras during this period can be
divided into three categories: 1. Grey, 2. Bleached and 3. Coloured. Now
we will consider the imports under the three heads and the share of Japan
and the U.K. in each of these varieties. In grey goods U.K. had more or
less a monopoly till 1928-29, but later on Japan occupied a part of the market.
White cloth was exclusively supplied by U.K. upto nearly 95% of the
imports. In the import of coloured goods both these countries competed.

For getting a complete idea of the trade in piecegoods, we must also be
familiar with the changes in the tariff rates. The changesin tariff, which were
discussed in a detailed manner in the preceding sections of the chapter, are
given in Table 28. It was in the year 1930 that a discrimination between
British and non-British goods was made. The rates of duty on non-British
goods were meant to check the imports from Japan. Plain grey goods formed
an important item of Japanese import and so this wassubject to a specific duty.

TABLE 28

IMPORT DUTY ON COTTON PIECEGOODS
Plain Grey. Others.

Year. British. Foreign. British. Foreign.
April, 1930 ... 150r3} 20 or 3} 15 20
Ml:;rch, 1931 ... 20or 3% 25 or 3% 20 25 .
Sept., 1931 ... 25 or 4% 314 or 4% 25 314
August, 1932 ... do. 50 or 54 25 50
June, 1933 ... do. 75 or 68 25 75
Jany., 1934 ..  do. 50 or 54 25 50

Source: Special Tariff Board Report 1936.

N.B.—The fractions following denote specific duty and the ‘others’
percentages.

TABLE 29

IMPORTS OF CLOTH INTO MADRAS
. (in thousands of yds.)

Year. Total Share of U.K. Share of Fapan
1927-28 e 66,118 96-89%, _
1928-29 80,738 95.89, _
1929-30 107,061 85:3% 12.8%
1930-31 76,500 70-9% 27.6%
1931-32 61,698 71:6% 26.8%
1932-33 .. 93,368 69-2% 29.99,
1933-34 70,609 81.0% . 17.7%

'Source: Report of the Sea-borne Trade of Madras Presidency.

t of the piecegoods imported into Madras is given ‘4
T Thg t?f‘il arﬂgﬁ?ityowent OP:I increasing till 1929-30 when it rose fromm
6: 1:l)}1382t}.1ousaeng yds. to 107,061 thousand yds. In 1930-31 it decreased to

76.500 ‘units and reached a low level of 61,698 units in 1931-32. There was a
. k)

slight improvement in‘the next year but this did not continue in the later yéars.
. X

T.J—8
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The share of UK. decreased from 96-8% to 69.29/
imports from 1930-3] (o 1931-32 was mainly dye
U.K. Even when in 1932-33 the total trade inc

in 1932.33. The fal] in
to a fall in the imports from
reased, the share of the U.K. fell.

The share of Japan increased from 12:89, in 1929.
What was lost.in the trade by U.K. was gained by J
we can find oyt only-the extent of U.K’s share cop

30 t0 29.93 in 1932-33,
apan. From Table 29

L have to analyse the
trade according to the varieties of cloth mentioned at the beginning. The
details are given in Table 30,

TABLE 3¢
DETAILS OF CLOTH IMPORTS
Year United Share of Japan ~ Share of Total
Kingdom U.K. © Japan
(a) GREY .
1927-928 27,617 99.6 - - 27,716
1928-29 31,635 96.4 - - 32,806
1929-30 35,617 741 9939 25.5 48,067
1930-31. 19466 50.1 19,290 49.7 38,794
1931-32 15,916 52.0 14,642 47.8 30,606
1932-33 20,110 45.8 23,772 54.1 43,917
193_3—34 14,927 36-5 11,337 43.1 26,326
(b) WHITE |
1927-28 95179 99.9 - - 25,589
1928-29 32,357 99.3 - - 32,586
1929-30 39,614 97.9 215 0.5 40,484
1930-31 = 95 564 96.9 418 1.6 26,370
1931-32 23,495 93.8 1,228 4.9 95,044
1932-33 31,746 96.4 876 2.7 32938
1933-3¢ 96,949 98.1 343 1.2 27,459
(c) COLOURED
4927-28 - 11,305 . 88.3 — - © 12,801
192899 13,371 87.2 ~ - 15.338
1929-30 16,106 87.2 1,210 6.5 18.466
1930-31 9,178 82.7 1,418 12.6 11,936
193 1-32 4,789 793 690 11.8 6,030
1932-33 12,800 77.9 3,334 20.2 16.485
1933-3¢ 153359 91.0 1,237 7.2 16,757
_ SOUR.CE! Report of the Se_a-borne Trade of Madras Presiden(’:y.

The trade in grey followed almost the same tt R
It went on increasing til}. 1929:30; decrease d duringplags%r_r% laS ;ile t_otall gt;adB%,
and again decreased in 1933.34, . w : > Tose in j9392.

. : 8., as in this
> quantities Imported were carried .

ted over to the |

o
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‘thi . ith it the share.of U.K.
i f this cloth fell and wit 1a K
next year:and so L}}C ;;nupic;lr ttshg total imports, the s!')aae f?f japla;/xlr:zr_eza;g/d (x)r:
Yet, in spite of this f duty on grey goods was raised from onos d theofall
this year. The ratcst foreign. goods. This was one of th(; rcasous! ' he fall
34 as. specific duty ,Ot loth from Japan in 19'31-32. Slm_u tane u y’nsible s
in the imports of gmi}'l cm UK. wers also raised and thn; waslx} Igoincreased
applical?lc to .c}oth l‘f‘;om UK. In 1932-3.3.the Jmport; mmn . o.d nereased
e fag . t}!e}xlrtn%:‘x;’t: been due to the "raxsx-ng; of t?:a‘t ;t);l 33 n%?ty of non-
and thig mg ’ helped U.K. to export a greater y i, his
o g o i e o, i ey
AL iation of the Yen. ‘1 1y o 1%
been neutrah_seddbS; t}il:x: ;:55233 stemmed the imports i;li;)énizgalx;% vsv.lgzh :;1:
from th SP.CC‘ﬁC ul ?;f the carlicr years. The lmp‘)I"tlmthis ycar" there was.a
from the hlgi;l lBV“i}'le import in the year 1929-30. In year, as- 3
evep:lower than

im h the countries, - ‘ oy
general decrease in the imports from bot | ;

TRADE IN WHITE GOODS )

' ' British, as they supplicd
‘ : as a monopoly of the British, as th "
S5 o o ot Jopan s o compet i o B o st L i
95% of the total. ful as in the case of grey . 1 g s effected
efforts were not successfu attern as the grey cloth. This trade wa
i ds from U.K.
cloth also followed the samg r;ies levied on the import of goo had its
The Bt e fram 13 16 25% e drastic ise i the Sty sy 1
€ rise o L . iety. e t { )
effect on the 1mpo<;’st ‘l’:tlhs;%; ?}:;fdyits influence on dﬁlﬁs import of yhlte clotlfl
the Japan courtry when it declined to 343 thousand yds. :
rom

TRADE IN COLOURED GOODS

, i ts of white

: . d the features o'f both the impor

Trade under t']}‘l}llseh::t‘iss}:)??iuty on this variety were th]e s:;n{t} 2112 OI;I g;:
and grey Clo%l.'t unlike white cloth, this was no;{ a H‘(l)(;!inPtoe()i’ The trend of
white goods. Bu rey cloth where Japan and U. f Ch I;ier varieties. U.K.
it was mgre ilhk'e gca}:i was the same as'in thedcise of t n(:;) agéd © dump the
trade under this he: % of the total and Japan manag
supplied 2 }Slu't:swg(t)lda: dgt?r{)ngo the time of citﬂlrren;y deprizljvtlt%ne. e;&fﬁ%ﬁ:
market with its g oloured cloth from Japan shc :
e R o period. With minor changes it can b gfila;da;hta;
nnport duties 'le:/ lfnezl its importance in the trade. TP? a./(;tsw;l:: il (P;f e
the U.K. mainta re not very successful.
make jnroads ‘“ﬁ?eghﬁyméflﬁt, ‘tA}’:e trade from this country followed the same
goods were supp

pattern as the total trade under this head.

: e yarn and piecegoods would be instruc-

A study of the ﬁﬂtclf: (;de{vap:rrxlgsAfrow trade mark (44"/45-46 yds.) :rrtx;i
tive. The cloth wit are taken as representative 'of all Japalrgagsg ;:_gp thé
2/64's mercerised yarn in the Report of the Tariff Board ( 32) fyb he
The prices were glvelt) f the Madras Port. The course of the prxces<; ) !
Collector of C.ustomi‘n e trend. The prices which were rising in the early ipaixt‘_
goods followed the s%stered a decline in the year 1931. The fqli-_was p}x;t‘xl:gp3 .
of the year 1930 rc§1 il to September. Then the)f mncreased. ti} Marg ; iCe;
%‘;ls'}in f)hc m:,’,’fh;erigé again“ found the prices falling. The sharp rise in prices

e subsequ

fter the initial fall was due to the imposition of duties? But the currenay
~ after the ir -~ :
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depreciation nullified the eff is ri he duty and the country wa
effects of this rise in t y Yy
able to supply yarn at competitive prices (if not rock tbottomtprice . ’
s s).

EXPORTS OF YARN AND CLOTH

The export trade in the manufacture
ade s of i i i '

g:aisf: tﬁ:: b:e ;ocntcnqn of the prosperity of th:’,hfnx;tl:y gl'}[‘iril w Ta.bl_e 3
ol Ii)n u uls scghons of this chapter. The products of th ; ‘Zlas pointed
being sold.in i ocal markets and that was one of the reasonsefm wg? At
s invago:l }:radc of the province in such a detailed oy Jealnd
imports tnv thz t % market and the prices of the imported m‘;\ ooer. The
e elmed dgog 3 pé'loducet.i by the local mills, The volutfno0 waould e
e Ths u.nn]g e period till 1929-30, from 529,000 ﬁ)o g et o
. . in 1929-30. From 1930 the situation ’improvsc;dl " 41?7-318
and gthe

quantity exported increa; d. , :
the 1927 level. sed. At the end of the period this stood at more than

Unlike yarn exports, cloth ex i

volume ) ports registered a i ine i
e, B e e he o o e s v
. s f ivergent trends ing t ount-
.?l:g?‘tlﬁzdp?ilégngftth}:s‘lf?ens)d was consumed by the lc;c:.lllm:lkgctth?t the cloth
that the prices o o e fprfugn cloth might have increased due : t is possible
o oned by the | o1 import duties and so the cheapne i mposi
procucec. cn}x’ 0 r(}ca .mills should have made it possigle s; of the cloth
market the therg eference to t_hc costlier foreign cloth. Add c(i) "one mills to
e nial boostcv;as raging in the country at that time ti E? o price
D Bon uphthc prestige of the Indian made clo{he B Swadesh;
fts being produce in the country, this cloth must have a 1' y virtue of
people. Thus due to these and many othex}‘) F;zzsf)d o tll:e senti-
ns, the cloth

produced in the local Mills w.
\ a
previous period. s marketed to a greater extent than in any

TABLE 31
EXPORTS OF YARN & C
, LOTH FROM
PRESIDENGY MADRAS
Year. Yarn. Cloth
. 1 oln.
N (in 1000 1b.) (in 1000 yd
1928-29 229 g
1929-30 A 41630
193031 266 ‘ o
193132 (b 32'568
1932-33 740 P
_ 741 29,775
193334 624 24,361

Source : Report of the Se 20
a-borne Trade of M 131

adras Presidenc

V.

PROFITS IN COTTON MILLS

The profits earned by the Mi
4 ; y the Mxlls will f
and there's decsled examination of the poblen i e s S
ortant mi i ¢
taken to represent the state gf aﬁaﬁrsr?r;lltievzﬁtl bi consmcredn;;%e.thlgeﬁuﬂég
ustry, ’ T A

" tection grante
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TABLE 32
DIVIDEND RATES IN SOME MILLS
Name 1928 1929 1930 1931 1932 1933 1934
B. & C. Mills 10 10 10 10 10 10 10
Coimbatore Spg. ' _

& Wvg. Mills 12 8 8 -4 - -
Madura Mills 20 25 24 10 10 10 5
Madras United Mills 6 8 - - - - -
Malabar Mills - 10 10 - 5 6 - -

Till the year 1930 the mills: in the state declared quite good dividends. In
1931 two out of five mills selected did not declare dividends. The industry on
the whole was not doing bad. During the same period the mills in other
centres of India were facing the worst crisis in years. After loosing the Chinese
markets this was the greatest shock they got. It was only in the year 1931 that

the Mills in Madras made losses, but even in this year the dividend rates were

moderate. This was 2 period of intense Qovcmmental investigation and
unstable markets. Considering these factors it will not be wrong to say that

the industry in the province made quite Qecent profits. They were far less
than what they made in the preceding period but taking all things into con-

sideration they did well.

HANDLOOM WEAVING INDUSTRY AND TARIFF MAKING

The handloom industry is to be found in all parts of the country exclud-
ing Nilgiris. They produce fabrics, which are not produced on the power
looms and they als0 manafacture cloth which competes with the mill cloth.
It was estimated by dent of Census Operations 1n 1931 that the

the Superintert = 15 million Ibs. of varn, b

a -ndustry in Madras consume million 1bs. of yarn, oth local and

?:;ié?fql[ﬁy used all counts of yarn between 12 and 200. For the bulk of

the finer yarn they depended on the imported yarn. The case of the hand-

Joom weaver and how he would be affected by the grant of the tariff was ably
sentatives of the Provincial Governments in their

the repre . Nt
ﬁéﬁ:ﬁf bl;z‘lorc the 'IP ariff Boards. They stated in their evidence that:

«The industry affords a means of subsistance to 2 large number of
people and ranks in jmportance and magnitude next only to agri-

culture. From the standpoint of rural wellbeing the industry plays

a conspicuous part.

import duty on yarn was imposcd, it hit the handloom weaver
hardvfs‘etrtlx:hci)slt o% yarn errescnted generally about hal_f of t}le cost of pro-
ducti’on The cost of producing hand woven cloth rose In this period due to
the natvrlrally high prices of imported yarn wxfh their various commissions and

jmposition of the high import duty enhanced the

. The 1mpo . .
trrai::gc;:itncxl;%rrgzs ‘Added to these handicaps, the mills were protected by the
guty  nd com peted with the unprotected handloom industry.

arn declined during the period due to the pro-

: f foreign ¥
The imports % austry and this afforded 2 change for the local mills
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to raise the prices of their yarn. The handloom weaver could not pay the very
high price for the foreign yarn and had to turn to the local mills for his raw
material. They had a comiplaint against the local yarn that it was not upto

the mark in quality. Still price considerations impelled them to take to the
local product.

It cannot be denied by the mill interests that the prosperity of the local
mills was in no small measure due to the purchases by the handlooms. If the
mills prospered it must be remembered that it was at the expense of the
handloomers. These people were unorganised and lived on subsistance wages.
Weaving with them was not a business; it was like agriculture in our land, a
convention. He was like a farmer who would till the land not becauss it was
paying but because his forefathers before him did it. Of course, it cannot be
pleaded that the handloom should be protected at any cost against the power
loom, but my contention is only that the dice should not be loaded against
handleoms, as it happened under the tariff of 1933. The letting down of the
handloom weaver was a disservice to the rural population. How the starting
of the mills in our country was detrimental.to. the village industries will be
dealt with when considering the ¢ Decentralisation of Industry.” Theréin it
will be argued that the power looms in the state should not be encouraged
and that the only way of humanising production in the textile industry would
be to decentralise weaving industry. Bettering the lot of the handloom weavers

uld go a long way to solve the problem of cloth production in the right
way. In spite of the difficulties imposed on the industry by the Government
and the Mill interests, thanks to the patronage of the consumers, the industry
survived the shocks of this period.

SPECIAL TARIFF BOARD REPORT OF 1936

This Board was constituted in September 1935 with Sir Alexander
Murray as the President. The terms of reference of this Board evoked a
-chorus of disapproval from the Mill interests in the country. The terms were :

“ to recommend, on a review of the present conditions and in the light of
the experience of the effectiveness of the existing duties, the level of the duties
necessary to afford adequate protection to the Indian Industry against the
imports from U.K....By adequate protection is meant duties which equate

the prices of imported goods to the fair selling prices of similar goods produced
in India....” _

“In the course of the enquiry the Board will give a full opportunity to
the cotton textile industry whether in India or U.K. to present its case and if
necessary to answer the cases presented by other interested parties. The

Board will not be required to make any recommendations in respect of revenue
duties....” . 2

The commercial community was greatly disappointed at the restrictive
nature of the terms of reference. They strongly resented the procedure of
allowing the foreign interests to give evidence before the Board. They asked :
4% 'Was it to-be assumed that the interest of the textile industry in India an(i
U.K. was identical or co-extensive? Should a -well developed industry like
that of UK. be treated with preference whe Y

n it competes with the |
industry ?* But all the representations ‘were of no "aL\)/ail. It éeemedOC:;
though the Lancashire interests had the final say in the -matter, G
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The Tariff Board submitted its report in March 1936. The recommenda-

tions were .
i ds imported from U.K. was to be redu
. Tc}l‘ efxf(i)lrlrtly;;"/flaa? %Zfo};ei)oor 4%pas. specific duty to 20% ad valorem
f)r 3} as. specific duty.
The duty on bordered grey bleached and. coloured goods to be
. The , \
' 2 yeduced from 25 to 20%.

\ts 50s and below, 5% ad valorem or 1% as
3. The %?mry‘/;;‘ sll:).fw(/:l(:ili:?lsver was higher. The yarns above 50s to
eci

" be charged 3% ad valorem.

on other goods, the Board was of the opinion

As regards the rates of duty forded adequate protection.

that the prevailing rates of duty a |
| i ies almost immediately,

dia gave effect to the duties a tely,
s Ofl. Ir;a::tifc of considering the proposals for a consider
’IPhis unholy haste in giving effect to the recom-
feel that the decisions of the Board were
did not appreciate the special favour

The Gover
departing from tfhe. usua
] nt of time. ‘1his
?r?ggdirt?g:s made the textile mtcrc}slts
prejudged by the Government. They

shown to U.K. ,

A GRITIQUE OF TARIFF HISTORY

istor in India il fict of
i ations in India illustrates the confict
The history o/ the ta regulﬁeg)zpon to reconcile in framing the Tariff

' was calle , : 1 i
interest that the Governn;;rét interest of the consumer with which Manchester

: i he
olicy. First, there Wac - 1entify its interests. Secondly, there was t
Often found it convenient to B2 Y jlical pull in the land. There was

Indian mill industry ' handloom weavers whose interests were sometimes

i unorganisea Dabves e o . .rnments.  The ‘Government

::}:’lrl;sgﬁig&y' a&\/goc'a'tcd b)::aid;:d I:.ggt;n:;a;cﬁg:; this delicage rec.oncilgauon.
. dut}’ﬂvl\fchg:we}nment during this perl:llodhwaﬁ tﬁlfle(irlrég I\g;)tll; ltrlllti

. hora ifficulty or hush the
tariffs to ‘s"umm,m‘.?"’“‘Zt?mv?&ﬁrlviﬁd o of this policy of expediency
of some powerful mtﬁ:e The right way of doing things would ?.lxlre "ﬁ”ecI;i’n
was a mere patch wor%, and at the same time insist on the mi 3 ef ng
grant ‘adéquate Rrot;f:(cthtc‘ This was not done. The r.ecommenh ;::ngthe
reforms in orgatii tion, o ing the ‘reorgasisation of mills was ; cd the
the 1927 tariff hfoard reg ranted. The State forgot that gra_nt}ng ::‘l) pro
inomgn(tﬂp r?:gcati?irzlegaifdustry was so;much waste of public funds.
0 a badly ‘

) like the unfair
i o counter a temporary menace uxe,
The tariffs Were"“???ﬁ:org&,ra of the Government wa? s}lllplsh'?\d atrlxlt:
competition froni:l ’{ alrx‘lé other more constructive aspects o ‘C‘plv g

al thy of it.” e ‘
iv::isusl:?y ‘:;:reyforgottcn almost.; entirely -
y - - b en remembered by the policy n-.xak'_er; the;‘to llélofr?lig:n g,

l It Shﬁgl:ioﬁ?;iva; of seeing things rightly was se¢ing the W. :
policies -t ly way o1 ST

L



CHAPTER VI

PROGRESS OF THE INDUSTRY DURING THE PERIOD
1934—1939

_In this Chapter, I will trace the development of the industry in its
various aspects after the grant of protection. Mills during this period had the
benefits of a protected industry. The number of Mills working in the Province
increased and along with it the quantum of mechanical equipment. The
labour force employed in these manufactories likewise registered an increase
The profits earned by the mills were quite substantial; the lowest dividend
rate declared was 5%. This generalisation given above indicates quite a pros-
perous industry. With the help of available statistics of trade, produclzion,

profits, wages and equipment of mills, I will try to assess th i
one of these aspects. ’ i © growth in each

COTTON MILL INDUSTRY IN INDIA

During this period the cotton industry was in a stagna iti i
to the reduction of home demand cause)(li by the dengtgsig;Cg? %ggr-l?»%“::d
the recession of 1937-38. It is my endeavour to find out if the conditions in
the Madras industry were similar to those which obtained in Bomba
Ahmedabad or different; if dissimilar the reason for it. E yor

TABLE 33

PROGRESS OF THE INDUSTRY FROM 1935 TO 1939\/5VW
-

: (Capital in lakhs of Rupees)
Year No. of Mills Capital Looms Spindles Labourers

1935-36 39 336.00 5834 1,034,830 . 54

1936-37 44 36297 5,684 1,123,622 55’3%
1937-38 48 382.23 5893 1,013,796  63.7]1
1938-39 54 45214 6332 1315954 68,100

Source : Statistical Abstract of British India.

MILL FLOATATION

Table 33 given here indicates the growth :
during the period under study. The numbergof mills()iic:txtissga;i ras éndusn")’
The paid-up capital increased from Rs. 336-00 lakhs to Rs. 459 lioin ) to 54
increase in 'the numl?er of new mills floated was greatcst' a X alfhs. 'I:he
than any time previously. It was during this period that Co?ntg) this period
to fupctlon as the_chlef centre of the cotton textile industry ; mMatore began _
of the new floatations were in and about Coimbatore andrya . h ad.ra,s. Most
fact was that the enterprise was entirely indigenous. The nother mportant
as an important mill centre is due to a variety of reasons I?§e Lof Coimbatore
the cotton producing area. The power supply from the P kals in the heart of
very useful for the cotton mill industrialists. "The district i;, alizosr;\tqm proved
important

*but also increased the
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centre  for handlbom weavers. Cheap' power, proximity of raw material
supplies and the nearness of the consumer, the handloom industry, all-helped-
to make this district an important ‘cotton mill centre.

LOOMS AND SPINDLES

The number of looms in the various factories of Madras increased from
5,834 in 1935-36 to 6,332 in 1938-39. The number of spindles increased from
1,034,830 to 1,315,954. These figures indicate a definite improvement. But a
pertinent question to ask will be, which part of the indistry improved during
this period ? Was the development more rapid in the spinning section of th¢
industry or was it in the combined spinning and weaving section ? o

For this purpose, two schedules afc I:)rcpz;.r‘ed, one containing the list of
mills with weaving departients, i.c.; combined mills and the other enume-
rating the mills with spinning sections only. The years 1932 and 1939 are
chosen for comparison. _
o " COMBINED MILLS

The Mills which existed as combined mills in 1932 continued to be so in
1939. Among such mills, the increase in the number of looms was not very
great. Only Messrs. C. Aaron and Sens increased the number of looms from

46 to 292. Almost all of these mills (except the Coimbatore Spinning &
Weaving Mills which reduced the nuinber of both the looms and spindles) in-

creased the number of spindles employed. . L

TABLE 34

GROWTH OF COMBINED MILLS—1932-39 ,. .
' 1932. o 1939, . - 7
o Name Spindles Looms Spindles " Looms
C. Aaron & Sons — 46 400 9292
B. & C. Mills (1) ... 46,096 1,400 46,616 1400
| @) 50074 1,827 55164 1347
Coimbatore Sp. & Wvg. ... 62,288 695 45808 212
K'aleeswar Mills .. 25,968 294 37,088 294 ;
Dhanalakshmi Mills . — — 25,704 o "1‘26“'"*'
Loyal Mills . 24,248 —  2a242 2
Madras United Mills ... 40,164 774 40,164 ; 774 .
Mettur Mills — — 10040 800"
Somasundara Mills — — 5,090 N ‘350 N
Sree Sarada Mills e — —_ 10,644 1,603 ‘:,;»
A ... 10,864 g 22,514 270 - i

Vasanta Mills

Sources : B.M.O.A. Annual Reports and M.P. Gandhi’s Annuals.

i uggests another elassification  of the mills. There -weré
sochs;i}ialllt; ;iﬁ419532ggoperating mainly as spinning mills, but’by 193?,1‘\;%@
added weaying establishments to their mills, They were, 1. The Loyal Milly;

d?2 The Vasanta Mills. Of the two, the la_ttcr not only added 270109;’3%
but also number of spindles considerably.

Tvl""9
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There is yet another cat

combined mills. They are : egory of mills. They were the newly floated

1. The Dhanalakshmi Mills,
2. Mettur Mills. :
3. Somasundara Mills,

4. Sree Sarada Mills. .

All the mills were results of indig

tries, which €nous enterprise exc .
ich was owned by Europeans and Indians?;gng;f I:iflgttﬁ'alnd;us..
4 ) ® anaging

Agents being Messrs. W. A. Beardsell & Co., Ltd

SPINNING MILLS

Table 35 indicat ‘
after 1932, lxca es a large number of new floatations of spimiing inills

All the mills existing in 1932 increased the numbelp,of -
: pindles.

Almost all the new floatati
) ] atations were i i
mainly a result of local enterprise. -1 and about Coimbatore and were

o

TABLE 35
GROWTH OF SPINNING MILLS 1932-1939
1932
Name ; 1939
Spindje

~Asher Textiles . #: ’ Spindles
Cambodia Mills .. 16752 12,000
Coimbatore Cotton Mills 10,864- 30,362
”» . Kamala » _,_ 20,160

» Murugan ’ _ 9,500
»  Pioneer : 11,864,
Dhanalakshmi Mills o _ - 19,280,
Gnanambikai Mills T , 25,704
Janardhana Mills. . B S : 11,200.
Kasturi Mills _ 12,000
Kothari Mills - _ o 6,000
XLakshmi Mills N 12,300
Lotus Mills . ” R 37,984
“Madura Mills - . 13,160.
fiv/:ammkshmi Mills - 4“73’38 : 492,914
Malabar Mills 18’ 0 8,640
Palaniandavar Mills 416 19,856
Pankaja Mills 2 e 7 S 21’024-
Radhakrishna Mills - o  22.308"

y ; : ,30

Rajalakshmi Mills o 25,560 35 603.
Rajapalayam Mills T ' : ‘25’1 20'
Raja Mﬂls . veu -— e ;. ] s N

' 12,000

1y s
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GROWTH OF SPINNING MILLS 1932-1939 (Contd.)

L 1932 o 1939
Name Spindles Spindles
Salem Rajendra Mills - 12,000
Saroja Mills . - 12,400
(gymasundara Mills - 6,000
ree Meenakshi Mills . 21,364 26,500
» Ramachandra Mills 4,004 7,044
,» Suryanarayana Mills 3,600 6,176
,, Balasubramanya Mills ... - : 12,096
Sree P. Ranganathar Mills - ... - 5,600
,, Ramalinga Choodambikai - 13,424
, Ranga Vilas Mills . 25,112 ‘ 25,868
,, Venkatesa Mills - : 11,200
Tirumagal Mills - . 12,040
Tirumurthy Mills R - 11,200
Trichinopoly Mills Y = 12,000
Vysa Mills : « ' - 5,600

Sources: B.M.O.A. Annuals and M.P. Gandhi’s Annuals.

'NUMBER OF SPINDLES PER LOOM

* " ‘Another aspect of the study of the problem of equipment of the Mills is
the number of spindles per loom. '(Table 36). From 1773 spindles per loom
in 1935-36, the number rose to 207-8, co_nﬁrgning our conclusions in the earlier

‘section that the increase in the mainly spinning section of the industry was
_greater than the increase in the combined mills. E '

TABLE 36
 NUMBER OF SPINDLES PER Loom
R S No. of Spindles

Year Looms . Spindles per Loom

. 1935-36 5,834 1,034,830 . 177.3
1936-37 . 5684 1,123,622 1976
1937-38 . 5,893 1,013,776 V3

. -.1988-39. . 6,332 1,315,854 . . .9078..
Lt Source: Statistical Absteact of British India.

- PRODUCTION .

__The increase in the number qf spinning; mills naturally leads us to the
- eofitlusion that production of yarn increaseéd simultaneousty. Details of yarn
predidtion in Madras Mills are given in Table 37. ,

" piom 101,395.000 Ibs. in 1934-35 the preduction of -yan® increastd

to 154,442,000 lbs. in 1938-1939, an increase in keeping with; the increase

- 0 e mmber of mills inthe province. A qualitative analysirof the inchease in
yarn production is given on next page: - - . U IR L
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TABLE 37 S
DETAILS OF YARN PRODUCTION
(in thousands of lbs.)

Year 10 1120 21-30 5140 Abiwe 40 Total
1934-35 3,364 43,504 33839 19,190 1,408

101,395
1935-36 2,760 48,427 37,954 21,512 1,853 - 113,615
1936-37 2,676 55,202 38,625 27.684 3,898. 129,886
1937-38 2,312 59,380 32,627 28816 . 9,663 136,401
1938-39 2,229 60,532 41,503 37,933 8,831 154,442
- GROUP AS A PERCENTAGE OF TOTA o
1934-35 2.4 42.9 33.4 18.9 - 14

1935-36 2.4 42.6 33.4 18.8 1.6

1936-37 2.1 42.5 29.7 21.3 3.0

1937-38 1.7 43.5 23.9 21.1 7.1

1938-39 14 39.1 26.3 24.1 © 5.7

SOURCE : Monthly Statistics of Spinning & Weaving in Indian Mills.

- COUNTS: 1-10

The quantities of yarn spun in this group during this period decreased
and at the same time, the percentage of this group jin-the total, indicating
its importance in the total production, also decreased. This was only a conti-
nuation of the process which was evident even during the period 1927-28—

1933-34. The importance of the yarn of lower counts gradually decreased.
COUNTS: 11-20 R

The amount of yarn spun belonging to this category increased, but the
index of its importance remained more or less stationary, about 40%. When

compared with the figures of 1927-28-—1933-1934, this indicates a decrease
in its relative importance.

COUNTS: 21-30

The actual quantities spun of this variety increased slightly, but the per-
centage to the total registered a decline. This tendency was also found in the
previous period. From 44-3% in 1927-28, it declined to 26:39, in 1938-39.

| COUNTS: 31-40 |

If the group representing the counts 1-10
quantity and relative importance, the grou
quantity spun increased from 19,190 thousand Ibs. in 1934-35 to 37,233
thousand Ibs. in 1938-1939. The percentage of the quantity to the total ‘was

24-1% in the final year under review ;compared with 1889 in.1935.36, This
was in keeping with the trend of the previous period.

L COUNTS: ABOVE 40
" . The development of this group was similar to the
were increases both in quantities spunt and the indices of

From 19% as the index of relative importance to 7.19 in
( 1938-39 was indeed =a great Jump. s :

indiéatcd a decline jn Both
P 31-40 increased in both. The

group 31-40. There
relative importance,
1937-38 and 5.79 in

The above detailed a;nalysivs of the

tion leads us to the following conclusio:

qualitative aspect of the yarn produyc-
ns: - I ‘

Pt

" Kingdorn, details of which are giv
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.. 1..The coarser 'yarns lost their popularity and were relegated.t(.)v: a
" ' backward pesition. - : . |
2. 'The middlf groups declined in their share' of the total. . ;
3- The importance of the finer groups increased by leaps an

bounds. s
4. Millowners continued to ‘spin other counts, but found the finer

‘mo jle. ,
roups more profitab '
, tection granted to the industry net only helped the ﬂoat;;.ittli(;r; 2?
Tl’rllceg/r(;rﬁlls but also made the mills produce greater quan
many , ‘ ‘

the finer varieties Qf yarn.

MARKETING OF THE YARN PRODUGED

To. the yarn produced in Madras Mills m_llis{) })e faddeti E};e li/ﬁ%?-;tss ff[?}ixé
i i total of yarn available for use . T
abm'at‘rtpod lr;t;?lic:\lritrir&gs t(l)lf? disposing }(I)f the yarn are exporting yarn to fOtelgn
zvggrlltries, and selling it to the local handloom weavers.

EXPORTS

| i in Madras were
The important countries . consuming yarn produced

H gkong, Cyprus, Ceylon and Egypt. Details of yarn exports are given .in
on d 2 ¢ B - T
"Table 38.

| ' TABLE 38 |
YARN. EXPORTS FROM MADRAS

! %' (in thousands of Ibs.) - 'fotal

Year 764
193438 L 475
1935-36 L. 816
193 _37 i [ LE xS S, 6 192
1937-38 . . AN 4’010
1938-39. e ’

Source ;- Report of tk;e Sca‘bornc Trade of Madras‘P-residency. .

s of vacn from Madras decrea ing 1935-36 to 474,891

) e ex from Madras decreased during 19
o nggg;“xﬁgg ..vrvas an- increase to 815,726 lbs. Tk')he I:aisro;ln o‘i;f:l.‘
S ¥ cpris an b explained by the fuc hat Honglang begee imper,
R i arg tities of Indian .yarn. ) upatic
ing durmg.thmhyexaiag%gﬁg.faCﬂitated this turn. of affairs. Dur;ng ?ret
of Jepan Wlt}f1 tF}i: vear, the yarn prices improved. This boosting up of exp«
:aré}é &a;:r(:l was Z/ery,proﬁtable to the mill industry.
ra mem N

he countries which traded ith’ Madras_én?{eﬂa_seg F}}g;y guota of .
expoﬁlsl' :wZﬂing'ﬂlé ‘total-ainaunt of yarn expoited.”. 5" 7 :

. iy

\ n i din
i mer of yarn 1s the_handloom weaver an
’}‘h;nsqu}g sﬁgggt: r:)tfc;;lrs:: consted by this class we ‘yll.l hgve to
gi::t;lliie' \tﬁe imports of yarn into Mad;as. -
o IMPORTS, OF YARN. e
to Madi‘as were from Japan, China, and Unite

The isaports of yamn in en it Table 39. The total amount of yarn
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imported declined during this period as a whole. Till 1986-37, the. quantity
increased slightly, but from the next year, it registered a gradual decline.

This coincided with the increase in exports from Madras, examined in a pre-
vious section. .

TABLE 39
IMPORTS OF YARN INTO MADRAS
(in thousands of ibs.) '

Share of Share of o .
Year UK. UK. 9 Japan Japan%  Total imports
1934-35 3,930 ' 65.7 1,517 25.0 ° 6,063
1935-36 3,435 49.5 2,294 31.1 6,938
-1936-37 3,181 © 45.3 2,504 35.7 7,023
1937-38 2,909 48.2 3,085 51.3 6,011
1938-39 1,743 314 3,189 37.5 2,944

Source: Report of the Sea-borne Trade of Madras Presidency.

The share of U.K. in imports from abroad declined ra

this period from 65.7% to 31.4%. 'The story told by the
also not different.

ther steeply Huring
actual figures was

The portion supplied by Ja

pan increased both in quantity and relative
importance. In 1937-38, the i

mports fiom U.K. and the total amount of
imports decreased, but ‘the imports from Japan increased and the per-
centage worked upto 51.3. The next year, the share of Japan increased stil]
further.

China was another country which imported yarn into Madras. The tota]

quantity supplied by it was smaller than from Japan. During 1937-39 jts
exports declined, unlike those of Japan ‘

HANDLOOM CONSUMPTION . .

The consumption of yarn by handlooms increased from 72.6 miition Ibs.
in 1933-34 to 86.8 million 1bs. in 1936-37. The decrease in 1937-38 can be
explained by the phenomenal rise in the exports from the Presidency, and
the decline of imports from abroad. The handloom ‘weavers, after the At
of protection, had to depend on local mills for yarn below 40s. The' ocal
mills, at the same time, began' consuming greater quantities of yarn, as jndi-
cated in Table 40. The combined mills spun yarn, but most of it was éontmied
‘by them alone. : ' B IR

CONSUMPTION OF YARN BY MILLS & HANDLOOMS

(in millions of Ibs.)

. Year - B Mills o Handloml.'
1933-34 — 184 i 98
1934-35 — 210 786
1935-36 — 208 - 83.4

-+ 1936-37 —_ 21.0 . . 868
. 1937-38 . - . 230 SRR % TR

. effects ofithe various change

OGREM OF FHE INDUSTRY DURING THE PERIOD 19341939 71
PR s O

ills i f the local and
med by mills in Madras both o lo
The amaun ‘;in);:niiig?::sed from 18 million lbs. to, 2?1 nglhg): ltl})]sé
e l:;?pgéte&l‘hysa:v s due to the expansion of the combined mills during
in 1937-38. !

period: ' GLOTH PRODUCTION
t of the cloth woven in the mills (Table 41) followed the
un

ills. The total quantity
t of yarn consumed by mi

% 'th;eaaxs‘;?:lugvcr zlhe period, but the increase was not very
s in

The amo
same pattern
of waven good

substantial.
TABLE 41
CLOTH PRODUCTION AND EXPORTS

G Production ; .Exportsv
. (in 1000 lbs.) | (in 1000 yds.y
s 23,530 o 21,321 o
. 1933-34 — pp 21,521

1934-35 — 727303 e
11935-36 — Se7a8 26,800
©'1936--37 : 122 ‘ Jo.806 |
‘1937—38 Monthly Statistics of Spinning & Weaving in Indian

' . SOURCES: Mills & Report of the ‘Sea-borng ‘Trade of Madras

.Presidency.
il in the home
i ills was partly consumed in the I
. and was pagr;iipg:‘t:gioxzountries like Ceylon, Straits Settlements,
market anad was | )

] ian countries.* The first two countries cims"
Malay a"‘do;}.’:r sg(;:‘t,h aﬁﬁﬁcﬁﬁﬁ?w cloth manufactured. Malay preferred
the -white, grey v ‘

3nmly'col°'f‘fﬁd‘g°°‘?‘.°' .

The cloth pro

‘ ing the peri om' 21,321
| e g increased during the period from 2],
' Thfi ag:o‘:gt?,ﬁo&gxt}l)::)r::al:d yds. in 1936-37. The decrease in 1937-38
thousand yds. f

b Jained by the decrease in the quantity of cloth woven in the Mills
can be explal i : | |
indicated in Table 41. ' _ . ‘
ERSOR R ' 'IMPORTS OF CLOTH . X
. ry great importance when we were
o ‘Of clOft l:aggear?g ‘(IJ?' }i,m%)osing prefcrqntlal rates on good;
T the 1 ¢vious chapter, we have examined the validity o
B von goods from England. Let us now examine the
s in tariff on the import trade in cloth of Madras";
i its quota of imports even after the grant of prefer%nce&
Could U.K. mcrca.,‘,scDid ctihe imports of that country, wl}xch were cgnsn czz?
How about Japan: the interests of Indian Industry, mcre_a:e or decrease!
e demn:;::';a;ili:‘; of the twe countries’ trade in the total ?
What were ‘r" ; the e e i

The impor
idering quest
g::i;l: England. In the pr
reducing the import duties

PRRNeES .
N !

IR ' ; t we have to divide the cloth trade into thr
.. Tganswer these qmit::!;sr’lg '38 (‘gglouted. Let usexamine nhe.l‘n-ﬂncmce,r }?5
divisions; l‘.sgtm,:gy;ii. thw’eh'mde of each of the sections mentioned a‘bf),“f'_ The
VO coun . e L F ) FOTRAR Pt : . e :
Gecats of cloth imports ave-given in Table 42
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‘TABLE 42 -

IMPORTS OF CLOTH INTO MADRAS
' (in thousands of yds.) :

Share of Share of
Year U.K. U.K. Japan " Japan Total
%, (a) GREY - %
1934-35 : 12,507 45.4 14,993 54-5 27,525
1935-36 8,744 31.5 18,702 . 68.1 ‘ 27,460 -
1936-37 4,968 20.9 18,778 79:1 28,747 -
1937-38 3,232 50.8 3,127 49.1 6,360
1938-39 1,839 18:1 8,288 81.7 10,139
(b) WHITE
1934-35 25,575 . 98.7 60. - . 02 . 25,898
1935-36 19,121 98.1 250 1.3 19,501
1936-37 13,865 93.8 557 3.8 14,792
1937-38 - 13,552 95.3 217 1.5 . 14,219
1938-39 8,929 91.6 45] 4.8 9,750
(c) COLOURED '
1934-35 15,896 89.1 1,604 9.0 17,740
1935-36 16,753 88.8 1,702 9.0 18,858
1936-37 10,221 724 3,862 27.4 14,115
1937-38 9,428 674 4,446 31.8 - 13,973
1938-39 6,020 55.4 4,654 42.8 10,881
Source: Report of the Sea-borne Trade of Madras Presidency.
GREY

The term Grey combines two qualities of greys, 1. the plain and
2. the bordered. Bordered grey was a monopoly of U.K. It was only in the
plain variety that Japan competed with England. The total quantity of grey
imported, gradually but steadily, decreased over this period. Beginning with
27,525 thousand yds. it was reduced to 10,139 thousand yds.

it in 1938-39, less
than half the quantity imported earlier. What were the shares of the two
competing countries in this dwindling trade? . Cot

UNITED KINGDOM

The quantity imported rapidly decreased a
trade reached a paltry 18% from the earlier 459,

JAPAN

The quantity imported increased till 1936-37, But 1937
steep fall. Though the year 1938-39 saw a great increase in
far below the earlier level. The share of trade w
its lowest and 81.7% at its highest.

‘ WHITE
The import trade in white goods was a mono ly of Britai ' »
indicates that even in this, its exclusive prcseggre}: impgr:sm.fr'g;b% ?{2
declined. Japan slowly in.creas_ed. the imports of white goods. - Evm' a'.:
their highest, they were quite negligible. But the important point to remem:
ber. is that Japan strove during this period to increa o

i se its relative in t
total imports, as also the absolute quantity of its white goods, | shar(? in the

nd the share in the total

-38 registered a
the trade, it was

RS RS

as_high, amounting to 50% at,

PROGRESS OF THE INDUSTRY DURING THE pERIOD 1934-1939 7%

COLQURED

. . ) . . ¢
i loured goods is not different ‘fgon} that o
. The (;tory Ofotggstr%iee lsrillzzlcrg of UKg and the actual quantities m}pOrth
wih ét)(eloanﬁcdg;zggs deciined. Japan increased its imports. The total of imports
O .

of this variety of piecegoods declined.

i i in Madras and - sums«
ives the total imports of ple(‘:egoods in
mari’;itil}i:e tiagl;f\;?: of the import trade made in the previous pages. .

_TABLE 43 |
TOTAL IMPORTS OF CLOTH INTO MADRA
(in thousands of yds.)

1934-35 71,164 -
1935-36 : 66,179
1936-37 52,655

1937-38 34,552

1938-39 30,770

Source: Report of the Sea-borne Trade of Madras Presidency.

PROFITS

ivi red by the Mills is yet another index of the
Th?lrateo?fo(ig;;ivs?sg g?:}ale ind}lllstry as a whole. Discussing this par}t:-
profitabi lt}; of the problem in the previous chapters, 1 could tabplate the
cglgr as(i)ec tes of only 5 companies, but now 1 have ad{icd five more to t le
qwldcn o the strength of the sample 10. The sam-plc includes exclusively
hs't;:i)r?lgnrr;xgills and spinning and weaving mills in Coimbatore and elsewhere.
sp1 ]

The overall picture that presents itself is one of a moderately prosperous
industry.

The Coimbatore Spinning and Weaving Mill alone abstained from
declaring dividend for a long time.

DIVIDENDS IN COMBINED MILLS

ix spinning and weaving mills in the sample. Of these, the
T};eiicaréoi};;g:ggngpinning & \%’eaving Mills is mentlonec} above.
on, the others, the dividend declared decreascc% over the period; the
Amonge weas small in all the cases. This fall in the dividend rate cannot be
?:lfgriatso mean that the industry was suffering from losses.

SPINNING MILLS

inni ills in the sample, the dividend rate increased for
two gﬁlsth ei“c?r stgtgrggﬁarmnlﬁlls, the fall in thé dividgnd rate was small. There
was a lar'ge decline only in the case of Malabar Mills.

the textile industry will be analysed in 2 more detailed
ang;:}tl'cinpr: {iffpgfatecchapter. The dividend schedule appended here will
gve only a very general idea of the state of profits in the industry.

T.IL—10
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TABLE 44

DIVIDEND RATES IN MADRAS COTTON MILLS
' (A sample)

Name 193¢ 1935 1936 1937 1938
Aaron Mills . — — — 6 6
B. & C. Mills .. 10 10 7% 10 8
Coimbatore Spg. & Wvg, ... — 3 5 —_ —
Kaleeswar Mills e 20 20 15 15 25
Madura Mills 5 10 10 10 10
Malabay Mills e 10 4 3 3 4
Pankaja ‘Mills - 6 6 7 7 7%
Radhakrishna Mills - 134 12 9 8 11
Rajalakshmi Milis e 12 8 8 9 10
Vasanta Mills 9 7% 6 7 7

CHAPTER VII

MADRAS TEXTILE INDUSTRY DURING AND AFTER WAR-II

ith the growth of the industry till the
In the i"aiiugh:e%g:rﬁi I\’}\ll'?)‘r’fdd&?;tr.win this gchapter, I will endeavour to
g lopment of the industry during and after the second World Wax('i.
ace the dcvc‘%) ld War, the demand for the products of the Mills increase
fa e ﬁrs_th i(;rthe der,nand from the Goverpmeqt Departments was also
and al‘?ng Vi’lt these years of limited supply and insatiable demgnd, the mllllls
roade e }? h profits. The production of yarn and cloth increased. The
made ve{‘y 1 lgs ofP supply and demand boosted up the prices. The handlooig
}nexorab c daw t grudge to pay the increased price, as any qloth could be sol
ictstry dll< nOT}%: vaernment for 4 years after the bcgmmqg of the ‘VVar did
B e e asure to control prices. During these years it was a Golden
not ?dopt .y mf?t seeker. The history of the industry durmg this pcrlod_ isa
N o e If’il;omaking b‘y Mills. In this race for profits, which was a direct
i Oflf r({'\/ar waged to defend democracy from the Nazis, !;hc cox}r:m(:in
reslt ot fl orst sufferer. While the Mills made profit, while the hand-
o o, }: yin a windfall income, he was struggling in long queues to 1g‘et
o :lva(s)f ?:lotl% which the trader chose to give. It was a hsellcrs market
g;cafl?zrf::iterion and the buyer was the home consumer of cloth.

impo d these continued
imposed by the Government an :
till 132813ii:2r§2ﬂ;g§fcnt in decontrol was tried. This proved a failure
1 -
and controls were reintroduced.

i d the equipment of the mills }vhxch were already

iy nmlrébxf;tolgen;gg:;zed in ?llle l3var period. Machinery could not be

a work COuh ills had to work multiple shifts Yv1th the available equip-

1mport<;d. ’54; 'Itn:,vas reported that out of the 55 {rlllls, 33 had two shlfts_ of

glim. i;sneal,ch alnd 6 mills had 3 shifts and 9 mills worked on single shifts.
ou ) :

Only 7 mills worked 24 shifts'. -

ills were floated in Coimbatore and

end of the war many new mill: flo r

Aftertth: of the textile industry. It is gratl'fym.g to note that in tﬁe

Othfr g:n 1reeriod attempts were' made to start mills in Bellary, one of the
-w.

g?;neer CCII)ltI‘CS of industry and also on the East Coast.

' i d yarn increased during the war period.
The Pf°‘.i“°‘:f,:e of{‘o:rll()tlhﬂalxlnill)i,on Ibs. to 225 million Ibs. by the end
Yarn productlo_f(;d The production of cloth registered a continuous increase
qf the wa’rr }?enro(.:luction was stable in the latter years of the war period,
tll 1945 3 c(}ﬁ)th roduction rose from 24,807 thousand Ibs. to 44,689
frqm 19; fb in 1845. As contrasted with the production of yarn, this
-tt}::;sitgistesr'ed a continuous increase from year to year except in the
i

year 1946. :

}. Award of the Industrial Tribunal (Textiles) 1947—Chapter—Shifts,
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TABLE 45
YARN & CLOTH PRODUCTION IN MADRAS MILLS
(in thousands of Ibs.)

Year. Yarn. Cloth.
1939-40 e 173,770 24,807
., 194041 19500 36,124
©C 194149 S 208973 38,096
1942-43 295,119 ~ - 37,867 -
194344 226,947 41,144
1944-45 226,220 44,689
1945-46 .. 224,683 41,792

As regards the various groups of yarn that were spun ‘in the Madras

this period. When we consider that the 8roup now occupying -this insignifi-
cant position was once a very important group, the importance of this decline
will be evident. The next-group maintained a steady 42% of the total. Thijs
group rose into prorninence .in the later years and has maintajned its
importance. The 21-30 group increased in importance from 239, to 30% by
the end of the period. Another group which similarly rose jnte prominence.
is the last group containing finer yarns. This group at th,

e end of the period
stood at a 7% level. In the early days of the industry, the finer counts- of
yarn were not spun and even if they were, it was more in the nature of an
experiment. y , - ‘ ’

On the whole, the various groups of yarn maintained thejr position: and
the finer counts showed a slight increase. In the recent years when cotton
has become scarce, this tendency to spin up is more noticeable, :

~ The yarn produced in the mills was both sold in the loca] markets and
also in the overseas'markets. The mills ‘were more i i
goods to foreign countries, as the price that was
what the home consumer
controls, the export trade was also restricted, and'’ the
a large quantity of the yarn in the local markets. B
markets did not mean any loss to the mills, as ther
their goods in the home markets, .= - .

' CONTROLS

The Government of Madras notified through a Press Communique»-.that
yarn dealers should apply for licences for buying and selling and storip
yarn from 15th:August: 1949, This move to license the traders wag 5 méasurg
to bring down prices: The prices of yarn shot Up to very high levels, and
the Yarn Commissioner warned that the traders wij] buy yarn at high 1 o
only-at their risk. The Yarmn Merchants Associat; i B

ut this loss of the Overseas/
€ Was a great demand for

SN g

iscover a solution to by
€Ir rescue in Jupe-
Ces on an All-Indi,

$ passed in June 1943. My

1943, when they announced their intention to control pri
basis. The Cotton.& Clotly Control Order wa
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‘ he wholesalers and the provincial quotas were
oiso o :id e&;heﬁ;‘:aitggrwl:ici was hitherto provincial assumed an All-India
?xﬁ;o?tl:m.:e. From now on policy was decided in Bombay.

» the Textile Commissioner of Madras launch-

‘O“.th? 12t§0‘?; fgﬁ;ﬁ?%his was launched to ensure steady and su;le

cd a .sttrlc . to handloom weavers in each district month after month,
suRpth of yamn It of the Conferences held between thp Southern India
T}}ls was- a ;;:suciation the Merchants’ Association at Coimbatore, and ?he
e t§(l)e Controller. The member mills agreed to pool production
Provincial Tc'x'lt'on was to fix the district quotas. The quotas for the dis-
ar)d the Assocu:il n the consumption of each district on the count-var ba§1s.
'tf‘.l}f tsto'“t,:fca_l::mto of consumption was calculated by the number of active

e :

looms in each district.

i : this system of district quotas seems

As fgr ai tges:glslf?artf)?i:lyforﬁ?r?}fg ’annualyreports of the Sogthern India

e w’::rAt;sociation contain a para regarding the co-operation between

Millowmers trol department and the mills. But this did not seem to be

the textile contre l::érchants and the trade circles. They christened tl}e

ke o Y?:I; Eilurc and declared that the net result of yarn control in
ﬁ:g:z,vcvgg tsl;:)i’ﬁ:ring, disappointment and harassment.?

| The p: wer rity i the mill-
i fixed by the Central Authority in Bombay and th
] bcrs flaél;?ocz;:io::cto c):)mp]ain against them, -as they were fair—~more
own 4

than fair to them.

. , arn in this detailed way, because cloth
- T have dealﬁ,:’“};,f;;i?,tfcf’if?hz mills in the State. The mills like the
control wasgoﬁé‘t’z_ supplied only a small portion of our requirements. The
,}3. & C. and. tside were the mainstay in the Province. Th(_: control measures
imports from (1)}1 ated that a clearelucidation of the provisions and changes
were so.cI0P lfrom time to time would occupy considerable amount of space.
made in themh's thesis deals with the development of the mill industry, it
Moreover as thi to digress. As far as we are concerned, wc‘wﬂl have to see
will 1_1.012 bcﬁP rtzf%rf the gntrols were on the industry. This will be dealt with
what the e ecection While it is true that the controls were not properly
in the nextds the ll;;ric e increases would have been even greater in case
admmmtcf‘ ts were allowed to function. The course of prices in the decon-
open marhe swill’ ‘amiply prove this statement. More about it later, The
trol* mmh*? h ‘were introduced to help the handloom weaver to- obtain
controls whic rices,” I am afraid, failed. The black-marketmg In yarn was
yarn at low.p ,reat extent. The price rises were blacked out in the official
preva;er'lai‘: tz;legpn_ccs in the unauthorised markets increased. The handloom
;O::;é:’ did not get the benefit he deserved.

4 PROFITS IN THE INDUSTRY

s forms : hapter in Part II of the ‘thesis. Here I will
N VJJ?hlsogfo?vidZnipz:f:re% br;' some important mills. During the War till
conider dcx cllend 'tafes reached a peak and some mills even ds:clared 70%.
1943; /thc it osition of controls, the profits of the industry dechnct.i and the
Witg: :i]?fhgndznd declared fell to lower levels after 1944. Some mills main-
rates’ - . |

- 2 "lly‘h'e Srochﬁré published by the Madras Yarn Merchants’ Association in 1946,
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tained this rate till 1947, when there was a further reduction in‘the profits.
This might have been due to the rise in the labour costs and the increasing
labour troubles in the industry in 1946, 1947 and 1948. In 1948, many
mills;were declaring less than 109 dividend. Thus the mills which earned

large amounts of money in the war period had to be satisfied with modest
dividends later. : .

In 1946 and 1947, many mills converted the reserves they had accumu-
lated into bonus shares and distributed them 2mong the share-holders. This
led to a great increase in the amount of capital in many mills. But this was
not important from the mill view point, as the money was only transferred
from one account to another. This issue of bonus shares is a contention
before an industrial tribunal, the Unions arguing that the declaration s
illegal. : A

Thus the industry emerged out of the war period with sound finances.
If any one benefitted from the war, it was the Madras Textile Industry.
What happened later on will be the subject matter of another section.

INDUSTRY IN THE POST-WAR PERIOD

The various aspects of the textile industry were examined in the preced-
ing chapters. The cotton mills of Madras entered the post-war period with
sound finances and ambitious programmes for the future. The years imme-
diately after the war were times of plannings and targets. The Central Govern-
ment fixed quotas of machinery which were to be imported into each region
based on the report of the experts panel. During 1947-48, the Congress
Ministry in power, under the leadership of Mr. T. Prakasam, banned the
import of spindles into the Province. He renounced the right to the spindles in
favour of other provinces. But with the downfall of his Ministry, this policy
was dropped and the import of spindles into the State was allowed.

The important events in this post-war period were :

1. The appointment of an Industrial Tribunal (Textiles) in 1946
consequent on a series of strikes in the Mills. '

2. The Government trying an experiment of decontrol and its failure.
3. Cotton and power scarcity in cotton mills.

4. The fixation of work loads and plans for rationalisation.

The labour troubles which began in 1946 after the War continued til}
the middle of 1948. The production in the mills wasto a great extent affected
by this. From the end of 1949 the mills experienced a cotton scarcity,
which has led the mills to adopt rayons as a substitute for cotton. Some of
the problems mentioned in the previous para will be discussed in appropriate
chapters and here there will only be a general discussion about them.

The Industrial Tribunal (Textiles)
the conditions of labour in the cotton
the textile industry and recommended
plus 2 dearness allowance of 3 as. per point of the cost of living index. Added
to this it granted labour a share in the profits which was linked with the
 dividends declared in the mills. The same percentage was to apply to the

workers also. If a mill declared -10% dividend, then the worke
entitled to 10% of their earnings as bonus, ’ s WCI‘? also

which was appointed to enquire into
mills examined the various problems of

wage rise to Rs. 26 per month’ basic
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. rise was bitterly opposed by the millowners and they request-
ed t}?;hgoz:xgr?ment to enhance the prices of yarn, especially the coarse yarn.
Typical of the opinions of the millowners on this award is the following

statement.?

« i 1 that was appointed to decide a highly complicated matter
as thisT\};es t()rrlxk;ur?lzn show andptI})lat by an old layman. This gentleman does
not know the difference between a carding engine and a ring frame, and he
has decided the fate of the industry by compiling a report extracting phrases
from technical books and enhancing the wages by 100% in z_:xd.dmon to equal
share with the shareholders. With the award, the total minimum wage for
an unskilled labourer in the industry would be Rs. 60...as compared with
Rs. 37 for the menial staff in the Government Department...... The prices of
coarse yarn must be increased...... »

d to this there was another, the problem of work loads. This will
be dﬁa(fll‘tiewit(l)l in greater detail in’the chapter dealing with ‘Lab(_)ur.m
Industry’. The implementation of the final work loads of the Standardisation
Commgz’tée led to a 108 day strike in 1948. It was only later that truce was
declared and a working agreement reached.

FROM CONTROL TO DECONTROL AND TO CONTROL AGAIN

trol which was introduced in Madras i_n 1942 was Yvorkir}g in a
some'a}llleatc Z:tisfactory'way even though the trade circles complained that the
control was pernicious and harmful to the trade. The millowners had no
complaint against this type of control, as the margin of profit they were
gettilr)lg was quite decent. But they began to raise a hue and cry the moment
they were forced to pay higher wage rates.

) i stances, the Government decided to remove controls and
on Jé:hﬂﬁ;:c‘ﬁﬂl:gg controls were abolish_ed in Madras. The Southern India
Millowners’® Association declared that it would help the (.}overnmcnt.to
make this a success. The prices of yarn shot up to very high leve,ls with
decontrol and the declaration of good intentions by the Millowners’ Asso-
ciation could net help matters. Thousands of workers were forced out of
work consequent on the rise in the price of yarn. When the Government
were convinced that decontrol of yarn and cloth was harmful to the country,
the Yarn Merchants’ Association sought to justify tl'le.rlse in the prices u}
the following manner. They wrote to the Hon’ble Minister for Supply thus:

«In -Madras decontrol of yarn was announced on the 16th March 1948,

when there was a huge scarcity of yarn. The decontrol did not affect the

position of scarcity as the majority of the Qoimbatorc Mills were under
strike. Only in the first week of June the mills and the labour agreed to
begin work. The actual production in full swing began only in July 1948.
...Upto the beginning of 1948, there was no supply of yarn worth recount-
ing. The reaction in the market showed abnormal demand which meant
higher prices... In the last week of July the Government have decided to
reimpose control perhaps on the strength of rising prices in_the preceding
month. This is in our opinien a hasty action. No time was allowed for the
tnarkets to come round.” c
. jan’ Textil —January 1948--p. 339—a statement made by Mr, Karu-
> In%a;hf?ﬁﬁgg%ﬂa{)fjs?Mznaksm Nills, Madura. y ¥n
4, Indian Textile Journal—September 1948—p. 1152-53.
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The argument sounds convincing but the Government decided the ques-
tion on an All-India basis and reimposed controls. '

The Government of Madras in putting the recontrol into effect issued
the Madras Cloth (Dealers) Control Order 1948 and the Madras Yarn
(Dealers) Control Order 1948. Under this scheme of distribution, apart from
the co-operative societies, there were to be only two classes of dealers, namely,
the wholesalers and the retailers. The co-operative institutions were to handle
509% of the trade (maximum allowed) and the balance was to be distributed
among the other dealers. In the case of yarn .the profit to the wholesaler
was 6 pies in the Rupee and for the retailer 9 pies in the Rupee.. In addition
to these margins they could charge the actual transport charges and the sales
tax in their bills.®

But the arrangements that were made for the recontrol were defective
and the mills were flooded with stocks. The Southern India Millowners’
Association sent a memorandum to the Minister for Industries in Madras.

“Release orders have been issued by the Textile Commissioner, but in
many cases the nominees of the Government have failed to pay for them
and take delivery. Many of them have not replied to the letters and tele-
grams of the mills...... There is no more storage space in many mills,,.**

This state of crisis soon passed off with the liberalising of the issue of
licences and this was deplored by the trade circles. One yarn dealer com-
plained to me that even doctors and lawyers were having yarn licences. The
yarn merchants rejoiced at the removal of controls by saying that’ ¢ the
undesirable control over free trade of yarn has been removed......It will be 3
shame on us if again rationing—five and three quarters yards of cloth per
annum per capita—is brought back on us.” These same interests when the
control was reintroduced said : ‘The Government should realise that they
have no right to conduct experiments on human beings in the same manner
as the research institutes experiment on guinea pigs... There was no need to
wipe out yarn and cloth control at one sweep in April this year and re-enter
with lightning speed and intensity with the reimposition after a mere 90

938

days lapse 1.e., about the end of July. :

On the introduction of new comers into the trade and the importance
given to the Co-operative Societies, they proclaimed :

¢ Co-operation in principle is good. Co-operative Societies are -
But let not the trader be mercilessly driven away from his estate; It nla:;t?é
good going for new entrants, but not for the old who remain there by right
and not by sufferance.’” Sy g }

Time and again the mill interests have complained that the pricéa: ﬁﬁcd

5. Indian Textile Journal—September 1948—p. 1161.

6. Ibid—October 1948—p. 102. )

7. Ibid—August 1948—p. 1057-58. Mr. T. N. K. Govindarajulu Chettiar
Address on 17-7-48 at the Madras Yarn Merchants® Association

8. Ibid—January 1949—p. 357—Dr. Alagappa Chettiar : P, \
Merchants’ Conference 4-12-48, PP e Sccong vPTQYMCbaI._Yam

9. Ibid. )

¢ Presidential
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by the Government were too low and threatened sometimes even to close
down the mills. To solve these problems, the Government appointed the
Tariff Board to enquire into the price structure of yarn and cloth. It
consulted 16 representatives of the mills and on the advice of the experts
evolved a formula for calculating fair ex-mill prices for yarn and cloth. It
recommended that the prices should be subject to revision quarterly by an
independent body according to the fluctuations in the cost of various factors
of production. Thus was solved another problem on a scientific basis. But
even now the more fastidious of the millowners have something to say against
this arrangement. The cotton scarcity and the consequent rise in unofficial
prices has now brought complaints from the millowners. They say that they
are paying very high prices for cotton and that the price fixed does not take
this into account. Some mills have now taken to producing rayon to the
maximum extent that is allowed, i.e. 109 of the total production, as the yarn
so produced is not under price control.

EFFECTS OF CONTROL ON THE PRODUCTION OF GOODS
IN THE INDUSTRY

This was one of the questions I asked all the mill managers and managing
agents I met. There was no unanimity in their opinions, but I give here a
summary of the more important points made out by them.

Due to the imposition of controls, the contact between the consumer and
the producer is removed and so the mills have no interest in producing the
types required by the market. Added to this, the market is a sellers market
and any quality is being passed off as the best. In a free market this could
not be done, as, in the event of bad quality being supplied, the traders would
have kicked up a row and this would have prevented the mills from doing
anything to bring down the quality. But now, there is no such restraint. The
Government Inspectors are supposed to check the quality, but this is seldom
done. Moreover the millowner is interested only in making profits, and will
spin only that count which gets him the highest margin. This coupled with-
the scarcity of cotton has made many mills spin up. ’

Some of the people suggested decontrol as the only remedy and some
others only wanted a better administration of controls. None of them wanted
an immediate decontrol.

Controls do not seem to have affected the mills in any other way than a
watering down of the quality of yarn. Till the time cotton became scarce,’
they were quite satisfied with the state of things. The rise in wages and
the cotton prices has driven them to agitate for higher prices. The Tariff
Board formula has satisfied them to an extent and I believe there will be .no
room for complaint, if only cotton is made available at control rates.  *

Another thing that the industry suffered during these years isa cutin
the power supply in recent months. This was due to the failure of the
monsoon.

As already pointed out, the years 1946, 1947 and half of 1948 were years
of labour troubles and this has affected production. The production of yarn
in the Madras Mills has now increased after the industrial truce in 1948.
From then on the conditions of labour in the industry were better and there
were no major; strikes. Just at the time when the industry was coming to

TL--11
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normal, the raw material cotton has become scarce, and this has led to the
adoption of rayon for spinning. All the yarn produced in the mills is distributed
by the Textile Controller to the various parts of the country, and the worst
sufferer in this context is the handloom weaver. Being entirely dependent on
the local production of yarn, he is thrown out of employment if the mills do
not supply him the yarn. The scarcity of yarn in the State is due to two
reasons, 1. the fall in the production of the mills, and 2. the smaller alfoca-
tions by the Textile Controller.

_ 'The percentage of yarn supplied to the handlooms as a percentage to the
net production worked out to 53-1, 550 and 520 in 1945, 1946 and 1947
respectively.'® This matter is not in the hands of the State Governments, and
as we are to barter the yarn produced in the State for the cloth we a;e to
get, there does not seem to be an easy solution to this problem. Added to
the fall in the supply of yarn, there is another menace of ghost yarn ration
cards. A stricter enforcement of the rules and arrangements to supply the
handloom weaver more yarn seems to be the only way out.

"The profits in the mills, it has already been recorded, fe
1943 onwards. The dividend declared by many mills in 19
10%. Table 46. The rise in the wage bill and the rise in the
should have contributed to this. But this does not mean that the mills are
facing a crisis. The Tariff Board formula has secured a good measure of
support from the millowners and a minimum of profit is guaranteed. They
can make extra profit either by producing rayon yarn and selling it in the
open market or by making judicious purchases of cotton,

A RESUME OF THE HISTORY OF THE MILL
INDUSTRY IN THE PROVINCE

The industry, even though some mills have finished their 50 years of
working, is a young one. The majority of the mills were started at a time
when the prices of the machinery were low in the years of world depression,
The cost of installing a mill in those days must have been ridiculously low.
With cotton that was grown just before their gates and a market almost in
the same state, they could build a sturdy industry. The electric supply
schemes in the State have done much to help the growth of the industry, The
wages paid to the workers were the lowest in India and
able to make huge profits. That mills could distribut
same extent as the original share capital, shows the ex
lity of the mills. Most of the share-holders, besides the dividend ;
as bonus shares, blocks equal to their holdings. The mills have ﬁiref';:ggl;,ﬁd
crisis,- as was explained in the previous chapters. The loss of the expor};

markets in the early 1930s did not prove disastrous as in th
Bombay Mills. 1 e case of the

Il from the year
48.was less than
prices of cotton

the millowners were
e bon}ls shares to the
traordinary profitabj.

THE FUTURE OF THE INDUSTRY

What should be the future of this indust ? Should i .
tion to the spinning of yarn alone? These rz’vere . nl:ei: lgfctzﬁgneultst_atten.
discussed with the mill managers of Coimbatore. Some of them fgltes }ions I
there was a large bgdy of people dependent on the handlooms whicht. at, as
depended on the mills for yarn, any move that would help the anni}l;rillz,ltlii)r:,’

10. Report of the Court of En

quiry into the labou itions i .
" industry. | r conditions in the handloom weay ing

TABLE 46

DIVIDEND RATES IN SOME IMPORTANT SOUTH INDIAN MILLS

Malabar.  Pankaja. Vasania.

Madura.

Lakshmi.

C’tore Spg. & Wg.

B. & C. Cambodia.

Year.

—~[cq

10

1939

10

12

1940

20 16 12

15

12

10

124

1941

.20 25 25 25

56

50

45

124

1942

30 20 30 30

40

50

70
7
74

15

1943

15 15

30 123

24

15

16

1944

30 10 15 15

24

19

15

1945

15

15

30

24

20

10 ‘.r

15

1946

20

24

12}

1947

17y

12

16

1948
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of the handlooms should be avoided. They felt that the mills should act as a
complementary force for the well being of the handlooms. This they opined
could be done by supplying sized beans to the handlooms. One manager
told me that this was being tried in Salem Rajendra Mills. Some others
argued that it was essential that the production of cloth should increase and
the only way to achieve this is to install more power looms. The lop-sided
development of the industry in confining its attention to spinnin dges not
seem to affect the profitability of the industry. In the next sectio% T will try

to argue out a case for decentralised industrialism as applied to the cotton
mills. The treatment is of necessity sketchy,

SOUTH INDIAN TEXTILE INDUSTRY AN
INDUSTRIALISM

There are some factors which are peculiar to India and which make the
application of the principle of decentralisation of industries particularl
desirable. In our country the introduction of machinery has takeIr)l thz
living of millions of village craftsmen in our seven hundred thousa (f W'ellly
For example, the starting of the textile mills has hit the handl o wever
very hard. The weaver and his excellence at producing ma nigcc’;nt"f‘{eg",er
has already become a legend of the hoary past. The fa.ctoriesg were : . rfl‘c?
in depriving work for the many but they could not provide them l?CCcss.u
employment. Whenever a new factory is started, there s jubilatioa err:jattlzc
promoter of the company is hailed as the saviour of the co tn alr; he
facts on the other side of the medal are forgotten. It is true tklxmt ry},‘ ut dt ¢
trialist helped to produce more of goods, but he djd another ; 2}11' the indus-
condemned countless village artisans to a semi-starved exi > 1 enterprls.e
Mahatma Gandhi wrote : existence. Of  this

D DECENTRALISED

“Men go on ‘saving labour’ till thousands are vy
on the streets to die of starvation. To-day machi;eer";ltl}::lu'; w(;rk and thrown
the backs of millions. The impetus behind it a]] is not hli)laat hew to ride on
labour but greed...”. philanthrophy to save

As our country teems with millions of y
people, the type of machinery we want is noltlz;'l{’l'll(c):ysgtg;d ?nder-emplc)'ye.cl
nating variety. The goal of industrialisation in our ¢ atic labour elimi-
harnessing of the human power in the country to h ountry should be the
goods. We have an additional advantage, as Umanised PrOduc,tlon qf
gible in our country. We are beginning the ce factor is negli-
with almost a clean slate. n of the country

.the obsolescen
Industrialisatio

We have a long tradition of village indystr:
which are decentralised can be distribugtedln e

roups of workmen can come together 2 .

gf in}(?lu‘strial co-operatives. Thesge villagibldusrfiat;t ggdf}lCtIOn units in the form
federation and this federation can look afer the (l;rm themselves into a
materials and arrange for the sale of surplus prodyct; ok purchase of raw
the fundamentals are agreed upon, then afterward 1on of the units. Once
difficulty in working out the details. s there may not be much

S and the new industries
a . )
mong the varioys villages. Local

The South Indian Textile Indust de
consumption of yarn by handlooms forriyts pl%eﬁntfisTthois 152?: extentf onh.th}f
1tary craft whic
1. Young India 13-11-1924, 4

MADRAS TEXTILE INDUSTRY DURING AND APTER WAR-II 85

is carried on from ages in the villages, according to the Report of the Court
of Enquiry into Labour Conditions in the Handloom Weaving Industry,
supports 5.5% of the total population in the Madras State. This is supposed
to be about 27.5 lakhs of people. Next to agriculture this is the single biggest
rural occupation. Due to a variety of reasons this industry has succeeded to
exist in the face of ever increasing mill competition. The women folk of
South India have a great fascination for the handloom saris and prefer it to
a mill made one, even though the modern miss may find it of doubtful taste.
The poorer women find the handloom sari more durable and would perfer
it at competitive prices. Added to a considerable home market, the hand-
looms produce fabrics like the Lungis and handkerchiefs which are mostly
exported. But for these special reasons, the handloom industry in Madras
might have been a memory of the past, an archaeological relic for the
museum.

Whatever the reasons for its continued existence, the industry has come
to stay. During the war period when there was a great scarcity of cloth,
handloom cloth had a demand which was greater than in any previous period.

The handloom weaver plies his trade with the traditional instruments.
He buys the yarn from the market and sizes it in the street with the rice
kanji and gets the help of the members of his family to convert the yarn into
cloth. For him the place of work and home are one and there is no split in
his personality as in the case of the factory worker. He produces goods for
the local market mostly and many times knows the consumers of his products
ersonally. This helps him to cater to the individual tastes of the consumers.
ven though there are many middlemen who exploit him, he has no “boss’
in the factory sense of the term. There is scarcely one village in South India
where the weaver does not ply his trade and this is an excellent background
to introduce the system of decentralisation of industries.

Textile industry has two distinct operations, one spinning and the other
weaving. The South Indian Industry is confined mostly to spinning and the
yarn that is produced is woven into cloth by the handlooms. Thus here we
have an opportunity to test the efficacy of the decentralised system.

In recent times the mills have requested the Government time and again
to grant them permission to start weaving sheds newly or improve the existing
ones. The Government did not comply with the request, as they thought that
this would result in the annihilation of the handloom industry. They argued
that as the rural prosperity of the country was dependent on this industry
to a great extent, they could not ignore its welfare. 1 believe they are’ right
and it is necessary that they should be made to confine their attention to the
production of yarn only. The replacement of handlooms by power looms in
the State would only aggravate the situation which the large scale industries
have given rise to in the country.

It is a fact that the machinery used by the handloom industry is ante-
dated and needs great reform. It would be ideal if a loom could be devised
which can either be operated at home or managed by a small co-operative
unit. This can be operated by electric power. But this needs the regular and
cheap supply of power to our villages, which may not be a possibility in the
near future. If this supply can be assured, then a formation of a chain of
“induscos’ would be the ideal thing for starting the experiment of decentra-
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lisation. The technologist can devise a loom that would produce more cloth
and at the same time is not such that it would convert workers into clogs in
the machinery. This would form the part of a large programme andg lan
for the future of the textile industry. P

Many of the mill managers agreed with me that the handloom
be an integral part of the South Indian Textile economy and there scsc}rﬁsu ]tg
be a considerable unanimity of opinion in this regard among the people who
matter in the industry. This is indeed a good augury.

But there is not the same unanimity with regard to the possibility of
splitting up the spinning unit. When I asked the managers of mills in
Coimbatore about such a possibility, some laughed it away and assured me
that it was an impossibility. The same managers who were for the establish-
ment of small weaving units were dead against smaller spinning units and
were not even prepared to grant a theoretical possibility of a 2000 spindle
unit that can run economically.

Mr. G. R. Damodaran was the only technologist in Coimbatore who
was for the splitting up of spinning units into even 1000 spindle units. He
said that this could be done after careful research. Such a possibility‘ was
suggested even earlier by Mr. K. R. Karantha, the Chief Electrical Engineer
in one of his booklets on Industrial Planning. Anyhow this is a matter for,
technologists to decide and the social scientist can only suggest the need for
such machinery.

But if the spinning units cannot be decentralised, there must be greater
labour-capital cooperation in the industry, and it is better that the matters
affecting the mills are discussed in joint consultative bodies before decisions
are arrived at. A greater measure of self-government should be afforded to
the labourers in the industry. About the weaving part of it, there can be no
difficulty in decentralising the ihdustry. For the increased production of
cloth, the institutions adopted in China, such as Industrial Co-operatives®
should be had recourse to. It must be realised that as long as the worke;
believes that he is exploited by someone, there can be no real effort on his
part to improve the standards of work. This is what is happening in the
industry to-day. Measures must be adopted which would remove this feel;
from the minds of the workers. ng

The State must look to the matter of free supply of tne essential r
materials for the industry and arrange for the supply of them at controﬂ?j,
prices. ‘

The persons connected with the industry must see that the consum.e‘
do not suffe{ in the war between classes. To impose greater burdens on th o
may be adding the last straw. cm

PART-IL

ANALYTICAL STUDY.



CHAPTER 1

THE TREND OF PROFITS IN THE SOUTH INDIAN o
TEXTILE MILLS : ’

It is neither feasible nor desirable to attempt to work out a single com-
posite index to indicate the fluctuations in the prosperity of the cotton mill
industry. . The most practical proposal will be to .construct a number .of
statistical series with their index numbers dealing with the various available
indicators. In this chapter, one such indicator is taken for-analysis: - Profits
earned by the textile mills. : . e

PROFITS AND THEIR STATISTICAL ANALYSIS o

Business profits are one of the hardest kinds of income to measure. Many
are the difficulties encountered in. following them up. At the outset, it is
difficult to demarcate sharply profits from other types of earnings. The pro-
fits of an enterprise itself are not definite sums fixed by past transactions.:
They are appraisals of net changes in the position and prospects of the business
as a whole-—appraisals which look forward to uncertain future as well as back
to the irrevocable past. Like all mixtures of past history and future anticipa«
tions, statements of -profits are necessarily subject .to variable margins of
uncertainty.? ' o ‘ ) o

Apart from the difficulty of theoretical analysis, difficulties regarding the
measurement of profits are also to be taken into account. Statements of pro-
fits are affected both by the accounting methods and by the optimistic or
pessimistic light in which the future is viewed at the time when accounts are
made up. The profit figures disclosed to share-holders are subject to-“adjust-
ment’ by way of allocations from or to unspecified internal reserves whose
effect is to iron out fluctuations in real earning power to some extent from
year to year.! There are other disturbing factors like differences in the treat-
ment of specific and general reserves and difficulties in knowing at what point
the provision of funds for depreciation begins to. take the character of con-
cealed reserves and hidden profits.

. When on the top of these difficulties Directors are:concerned to conceal
trade secrets and the ingenuity of Accountants is to hide rather than to
reveal the true state of affairs, it becomes.an impossible task to arrive at-any
comsistent meaning of profits that will apply to a majority of companies in
any one year or years. The statistician in the present state of affairs can do
little more than throw in his hand and take his definition of. profits what
Directors in their wisdom and in their knowledge of commercial and criminal
law choose to declare as such.* , :

1. Indicators of Business Activity—~Silver Jubilee volume of the Indian Textile Indus-
try: J. V. Joshi. N i e

2. Industrial Profits in U.S.A. (National Bureau of Economic Research, N. Y. 1934)—
R. C. Epstien. - - R

‘3. The Economist=—17th December p.597.

4. Tbid p.584

T.IL—12
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How grave the inaccuracies of business income statements really are no
one can say. A stafistician may claim that in a large sample of income state-
ments there will be more or less off-setting of unduly liberal against unduly
conservative figures.

It is pedantic to treat profit statements as if their significance depended
wholly upon their accuracy. To take that view would be to misconceive the
role that profit statements play in modern life. Perfect accuracy is not attain-
able but for working purposes it is not required—a fair approximation serves
most practical needs. The profits reported by business enterprises influence
directly the policies of the enterprises themselves, of bankers, of investors.
Indirectly they influence the fortunes of the whole community. These influ-
ences are not diminished by the possibility that the reports of profits may turn
out to be over pessimistic or optimistic later. Hence uncertainties attendant
upon all statements of profits do not lessen the practical importance or the
theoretical interest of collecting and analysing whatever sample statements
that can be had.®

DATA AVAILABLE IN INDIA

The Government of India do not undertake to publish any detailed data
regarding the financial position of the industry. The data must therefore be
sought in the books of the various concerns, which are the most reliable
source, but for obvious reasons the Managing Agents carefully guard these
secrets; and the ordinary researcher has no access to them. Incometax
Returns rank next in accuracy, but it is equally difficult to gather them for
over a period of years, What is left for the analyst are the statements of profit
and loss published by the joint stock companies. A summary of such state.
ments (mostly reliable and accurate) is to be found in the various investors’
year books. Here mention must be made of two such important books, which
incidentally happen to be very useful in working out the many statistical tables
in this chapter :—

1. The Investors’ India Year Book published by Messrs. Place Sidaons
& Gough. This book first began its publication in 1912 from
Calcutta.

2. The Investors’ Encyclopedia with which is incorporated the South-
ern India Investor published by Messrs. Kothari & Sons. The
first issue of the Southern India Investor was published in 1936,

There have been not many attempts in India to analyse the data avail-
able.” It was only after 1942 that a few Economists bestowed their attention
on this topic. Drs. M. H. Gopal, P. C. Jain, M. C. Munshi are some of the
scholars who published papers on this subject.

From 1936-37, the Economic Advisor’s Office has been publisklxing a

' i . This Index is an i i .9
Ecr: g:'se I:vi?fablz for the followin:ngwf;%ll;tsigig d ex of gross profits. The indi-
1. Cotton 5. Iron & Steel
2. Jute 6. Sugar
3. Cement 7. Paper
4. Tea 8. Coal.
5. I'i{lf”éf’f;lpirigﬁ.ts in U.S.A. (National Burcau of Economic Research, N, Y. 1934)—,

THE TREND OF PROFITS IN THE SOUTH INDIAN TEXTILE MILLS 9;]‘

The profit earned in 1928 is considered to be the base. The indices are
worked out by the chain index method. The chain method possesses the
advantage of the inclusion of new concerns and the exclusion of defunct ones
with varying numbers each year. The samples are selected from the Investors’
India Year Book of Messrs. Place Siddons & Gough. One of the criticisms
levelled against this index is that the sample is not very representative and
that many upcountry mills are not included.

Generally care must be taken in using this index, as the Balance Sheet
for the current year is prepared at the end of the year and is available only
the next year. : :

A SHORT NOTE ON THE IDATA AND THE STATISTICAL
METHODS USED IN THIS CHAPTER e

Even the Economists’ index of profits is based on a sample of enterprises
which varies from year to year.® Then it is no wonder that-I could not use a
sample of the same number of firms throughout the analysis. The number of
Balance Sheets I have collected varies from 2 in°1914 to 42 in 1946. This wide
divergence made me divide the whole period between 1914-1946 into more
homogeneous stretches of time and use reasonable samples. In breaking up
this period of 32 years I found it plausible to follow the same period division
I followed in writing the historical chapters.

For each period the first year in the respective time series is taken as the
base and relatives are calculated. The items in the Balance Sheet that are
considered for analysis are: ‘ S

1. Profits, 2. Dividends, 3. Depreciation.

From the year 1927 to 1946 the Balance Sheets of six important mills
are available. They are treated as a testing sample and the various items
indicated are calculated. The indices with varying samples are also worked
out and the two indices are compared—base year 1927.

Profits unrelated to production and trade fluctuations reveal little that
is useful. A comparative study of these three indices is instructive. But the
trade figures that are available during this period pertain only to the sea-
borne trade, as we do not have a continuous series of rail-borne trade
statistics.

For this purpose the mills are divided into spinning mills corresponding
to the yarn production and trade index: combined mills correspond to the
cloth production and trade. For spinning. mills a sample of 3 mills is taken
till 1933 and 10 mills later. The sample for combined mills contain 3 mills
till 1933 and 5 mills later. ERE :

PERIOD I : 1914-1919. - ; .

A dctailed account of the various aspects of -the mill industry durmg
the first World War is given in the chapter dealing with that period. It:is
sufficient for the purposes of profit analysis to mention the important aspects
and corretate them with profits. ’ . S

6. The Economist—-I7th December p.597 . o ‘
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During this period trade, mostly foreign trade, declined. Countries which
catered to our needs were busy manufacturing armaments to be used in
War in which they were either participants or thought they would in the
near future. Shipping space was almost impossible to obtain. The War
and its consequent trade isolation did act as a protective tariff affording
our industry a chance to develop rapidly, but this opportunity could not be
used by the mills and consequently there was no addition to the number
of existing mills. Due to difficulties of obtaining machinery, the number
of spindles at work decreased. No wonder the quantity of yarn produced
remained more or less stationary, slightly inclined to decline. Part of the
produce depended on the Shanghai market for consumption which could not
be supplied due to the exigencies of War. Cloth production showed an
increase and also its export abroad. Home made cloth was in great demand
both by consumers at home who were denied imported cloth and the stores
purchase department of the Government of India which wanted to clothe
the army with the local cloth. The latter gave orders for the supply of khaki
uniforms, tents, tape and other varieties of articles to the local mills. As
I remarked in an earlier chapter about this period, the textile industry
was left in much the same position as before the War. The chances of rapid
development for some time loomed large in the horizon. But the State was
more interested in military needs and the local businessmen could not get
the needed producers goods. The fond hopes of rapid industrialisation were
dashed to the ground. What remained were the active Japanese competition
and a postwar depression to face.

During this period the three indicators selected, profits, dividends
and depreciation, all declined till 1915 — Table 1. The dividend was the
item that was hardest hit in this year. The impact of the war had the
effect of lowering the dividends declared, most probably due to the fact that
firms -expected difficult times ahead and wanted to follow a conservative
policy.

TABLE 1

- PROFITS EARNED BY MADRAS COTTON MILLS,
. (Basic Year 1914) '

Averagé in Rupees o Index No,
Year  Depreciation Profit . Dividend Deprecia- Profit Dividend

tion
1914 25,000 90,906 65,525 100 100 100
1915 21,750 70,322 50,028 87 99 7
1916 35,000 105770 61,025 104 16 oy
1917 72,000 196272 78,088 288 9)5 119
1918 100,824 379,875 128,538 403 418 196
1919 97,385 238,380 95,050 390 269 Lo

1915 to 1918 was a period of increasing
profits. Thg war ltl)roulghl: grczter gemand from t
The demand for the cloth produced in the country inc .
that mills earned great profits during this period.yThi:e;;ii'oriteWas natural
cated in Table 1 by the increase of the profit index number fro n(;I(SOIS' indi-
first year to 418 in 1918. It is noteworthy that though profits rmk in the
a peak, the dividend did not negotiate that peak. 1 ocketed upto
aspects to the trend of profits, only its oscillations

dividends and greater
he army and the civilians.

were damped,

t was similar in almogt all
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The mills provided greater and greater amounts for depreciation as
the earning of profits increased. This was a healthy sign showing that local
entrepreneurs were careful, anticipating difficult times ahead of them.

With the cessation of hostilities, imported cloth and yarn rushed into
the market, the army demand slackened and so profits also declined. Its
index number fell from 418 in 1918 to 262 in 1919. To decrease the dividends
declared immediately after a prosperous period was difficult for the mill-
owners. The dividends index number declined but the fall was gentler.

The only comment that I would like to make on the profits earned
during this period is that they were the direct result of the War and there
was no other justification for them.

PERIOD II: 1920-25.

This period was one of struggle of the industrialists to combat depression
unaided by the State. The tariff changes in 1927 were a clear evidence of
the dismal failure of these attempts. Till the year 1923 the War boom con-
tinued and from then on profits gradually declined and depression slowly set
in. This was the general condition in the textile industry in India. But the
conditions in the industry in Madras were different and were much better
than in any part of the country. The conditions in the industry were examined
in great detail in the chapter dealing with the growth of the industry during
that period. The volume of production of both cloth and yarn increased
during this period. The investors,in the Province were lured by the very high
profits declared by the industry in the War years and invested their funds in
the floatation of new mills. The increase in the number of cotton mills and
the increase in the production of cloth and yarn depict one side of the picture.
But along with a rise in the production of the mills the export trade of these
goods decreased. China was our principal customer overseas. Local hand-
Ioom weavers were also our consumers. Yarn spun was mostly of coarser
variety and the cloth that was produced was consumed by the local popula-
tion and was also exported to the South East Asian countries.

Trade in yarn began its decline from the year 1922. From 7,046,000
Ibs. in 1919 it declined to 569,000 lbs. in 1922. This was a very sharp
fall in the trade. The inability of the Indian industry to profit by the pro-
tection which was afforded as a result of War gave a chance for Japan to
annex our markets in China. They also tried to import cheap goods into
India and compete with the industry both in and out of the country. Thus
we had to lose the lucrative export markets and also face the severe and
unfair competition from Japan. Added to these was the flooding of the
markets in India with the imported yarns. Due to a variety of reasons, the
handloom weavers preferred to buy the foreign yarn and not the local pro-
duct. Thus the two markets which were consuming our prpducts were lost to
the mills and thus set in a depression in the industry. But in Madras it seems
as though the depression did not hit the industry very .hard. This conc!us;qn
is based on the fact that production increased in spite of the depression in
yarn trade. Moreover, the depression was confined to the yarn sector alone.
It is quite possible that the important craft in the Province, the handloom
industry, provided the market for its yarn. .

As regards the production of cloth, the depression in the yarn traélc did
not seem to affect the cloth trade. Along with the rise in the production of
¢cloth the export trade also increasedi v
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Considering the various factors which affected the industry we can con-
clude that the conditions in the industry were quite satisfactory from the
view point of profits.

Till 1923 the profits index was stationary though unmistakably pointing
out the inevitable decline—Table 2. The subsequent fall from 1923 to 1925
was indicated by the decrease in the index number from 89 to 31. The
actual fall of profits was not so steep as is indicated by the index number.
This is so as the base year selected for comparison is one of high profits.

TABLE 2

PROFITS EARNED BY MADRAS COTTON MILLS
(Basic Year 1920)

Averages in Rupees Index No.

Year Depreciation Profit Dividend Dep.recia- Profit  Dividend
tion

1920 185,127 1,925,778 678,018 100 100 100
1921 251,515 2,286,551 787,440 136 119 116
1922 207,996 1,717,697 835,050 112 89 109
1923 131,147 941,578 410,015 78 49 60
1924 110,593 464,635 342,515 60 24 51
1925 111,981 594,171 370,890 60 31 55

The dividends declared rose from 100 to 116 in 1921, but failed to decline
even when the profits fell from 119 to 89. Thereafter the course of thé divi-
dends was the same as profits. Only the decline was not so marked as in the
case of the former. The Managing Agents wanted to combat the falling value
of their shares in the market by declaring respectable dividends.  Even when
the profit fell by 90 points between 1921 and 1924 the dividend decreased
only by 65 points. This battle of falling profits and decent dividends assumes
a more spectacular trend in the next period. Hidden reserves, dividend
equalisation funds and the reserve funds were the sources from which the
Managing Agents drew to declare moderate dividends in the face of falling
profits. :

Depreciation provided by the mills followed a pattern similar to the
profit and dividend trend but here also the decrease was not so drastic. This
was a healthy sign, as mills ought to provide for this important item which
is generally neglected in times of abnormal profits. It is worthy of commen-
dation that the Madras Mills were not careless about this.

As the fall in profits and the depression in the yarn trade both occur in
this period, we can say that the switching on of production from cat.
to the export market requirements to the local needs should have a bad effect
on the profit earning capacity of the mills. A sudden change did not contri-
bute to the betterment of the conditions. If it was not for the local handloom
demand, it might have been possible that the mills might have almost closed
down. The handloom demand helped to market the goods, but the return did
not reach the former level. The combined mills in this period found jt ro-
fitable, as the cloth was in demand both in the country and also outside pThg
fall in the profits was not excessive considering that the profits of the prt'iVious

ering
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period were a result of abnormal conditions of trade. It was natural that
with the return of normalcy the mills did not earn as they did in the war
years. To this natural development was added the additional embarrassment
of the loss of the Chinese markets. Due to the special conditions obtaining in
the Province, the mills here could make quite decent profits and declare size-
able dividends. The average dividend rate in 1925 was 19%—a decent return on
capital by any standard. The Bombay industry could not face the conditions
in the international markets and declined in importance. It tried to start weav-
ing departments to consume the yarn it produced and failed to make profits.

PERIOD III : 1927-34. “

We come next to the study of this period, the atmosphere of which was
full of reports, resolutions, mutual accusations and fault finding. The previ-
ous section of the chapter made a mention of the grabbing of the Chinese
markets by the Japanese. But now in this period in addition to that
Japan began to dump its cheap cloth into our markets. The successive tariff
boards after 1927 made a note of this and recommended measures to coun-
teract this menace to the industry. After 1927and during the period protection
was granted, the duties were revised and re-revised : and the effects of the
depression deepened. The clamour of the local mills for the grant of protec-
tion increased.

The textile industry in the province coped with this situation admirably. 4
Its inherent strength and the existence of handloom demand in the country
helped it to brave the crisis. Unlike itsicounterpart in Bombay, it managed

to keep its head above water. This might have been due to any one of the
following reasons : '

1. The compact size of the unit.
2. Specialisation in production-of only certain types of goods.
- 3. Specially favourable conditions.

The Bombay units, in contrast to the mills in Madras, were sprawling
gigantic units. They did not have the advantage of the handloom demand.

Protection granted to the industry was very helpful to it, but whether
this was to the benefit of all the people is a controversial question. Some ob-
serve that this was a triumph of the urban over the rural population. This
problem was dealt with in an earlier chapter. '

Protection granted in this period helped the mills not only to produce
more but also produce better qualities of yarn. The production of finer
counts of yarn increased in these years. There was a slight improvement in K
the export of yarn, but this was not spectacular. This was a period in which
the handloom weavers could not buy foreign yarn and had of necessity to
buy the local yarn. Thus we cannot expect a revival of trade in this period.
The production of cloth was steady and sometimes tended to decline in
quantity. The-trade under this head also decreased. This might have been
due to depression in the world markets or the rising demand from the- local
population who turned to this cloth in preference to the foreign ones because
of its cheapness. :

.." The profit index went on rising till 1929—Table 3. It was in 1931 that

the sample of mills selected for analysis earned a loss.of Rs. 215,435 the
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only one time when the textile mills in Madras en bloc declared losses. This
might have been due to the severe Japanese competition which was specially
virulent in 1930. It was in April 1930 that a discrimination between British
and non-British goods was made with a 20% ad valorem tax on the foreign
goods. This rise was meant to check the menacing growth of the Japanese
mmports of yarn and cloth, '

TABLE 3
PROFITS EARNED BY MADRAS COTTON MILLS
. (Basic Year 1927)
Averages in Rupees Index No.
Year  Depreciation Profit Dividend  Deprecia-  Profit  Dividend
tion
1927 388,115 530,743 372,144 100 100 100
1928 434,898 721,973 242,336 112 136 66
1929 309,431 602,273 377,874 80 113 101 ..
1930 203,937 - 546,905 431,408 53 103 115
1931 221,808 215,435*% 610,254 57 41* 164
1932 245,097 520,102 232,089 63 97 71
1933 245,261 485,682 219,193 63 91 59
‘ *Loss. :

The year 1932 saw a marked improvement in the profit earned which
rose from 41 to 95, nearing the 1927 level. Already a reference has been
made to the attempts of the Managing Agents to declare dividends even when
the profits declared were low. This is clearly shown in' this period. Between
1928-30 the profits were falling but the dividends declared rose and in 1931

I

when the mills showed a loss in their Balance Sheets the dividends declared

increased. Subsequently, the profits increased but the dividend decreased.
While the profit rose by 136 points the dividends fell by 93 points. '

This was a period of fluctuating profits and so the mills were eager to
maintain the reputation of their shares. Naturally in this period more atten-
tion was paid to the dividend rather than to depreciation. The amount set
apart for this item declined with its index number falling from 100- to 53 in
1930 and improved to 63 in 1933. : .

During a period of investigations, awards and uncertainties profits fluc-
tuated and were not stable. The policy of the State was not to evolve a far
reaching code of policy and practice but to hurriedly answer the challenge of
foreign competition, which was ruinous to the industry. The profits were
dependent on the vicissitudes of governmental policy. A more scientific tariff
policy might have been conducive to stabler profits for the industry.

A study of the average dividend rates would lead us to the -fdllowin.
‘conclusions. The percentage rate was declining undoubtedly but even: at ig

lowest it was 7-6%—quite a good return on capital considering the conditions
obtaining then. ,

~ With the year.1933, the industry definitely passed out of the most d;
cult: times of foreign competition at home. The next period wlzos;ncilﬂio;

\

*
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stabilisation of existing mills, of new ventures and internal competition
among the mills.

PERIOD IV: 1934-39

After the hectic period of governmental aid, the industry was left to its
own resources to conduct its affairs. The danger of dumping from Japan
was over. The trade of U.K. was at a low level. The floatation of new mills
was one very important feature of this period. Most of the new mills floated
during this period were spinning mills. It was in this period that the present
centre of the textile industry in South India, Coimbatore, came into promin-
ence. The development of the industry in this centre was due mostly to the
enterprising spirit of the local capitalists.

Yarn production increased in these years to a great extent. The increase
manifested itself mostly in the finer counts. Exports went on rising till 1936
and then they shot up to unprecedented heights. The increase was from 816,000
1bs. to 9,354,000 lbs. in 1937. The consumption of Indian yarn by mills and
handlooms increased. Simultaneously, the imports of yarn also decreased.
Thus we find that in this period the local mills were stabilising themselves
both in the local and foreign markets. The production of cloth increased and
along with it its exports to other South East Asian countries. At the same
time the imports of cloth went on decreasing. Thus the period was very
conducive to the well-being of the mills and they earned good profits.

TABLE 4

PROFITS EARNED BY MADRAS COTTON MILLS
(Basic Year 1934)

AVERAGES IN RUPEES ' InpEx No.
Year  Depreciation Profit Dividend ! Deprecia-  Profit  Dividend
fron
1934 86,007 139,007 148,633 Jl 100 100 100
1935 85,139 211,503 120,149 | 99 152 87
1936 118,187 181,349 139,636 } 137 130 94
1937 120,098 301,459 147,194 i{ 139 225 99
1938 143,988 374,813 171,613 || 167 277 611

The profits in the period, except in the year 1936, went on increasing——tg
Table 4. There was a steady if not a very great rise in the rate of profits earned
and the index of profits earned increased to 277 in 1938. The dividend
followed the same trend as the profits but on & smaller scale. The amounts
set apart for depreciation was following the dividends. When profits were
high, dividends were high and the amounts set apart for depreciation also
increased. In a lean year all the three showed a decline.

This period was one of moderate profits and great expansion. The trade
depression of 1929-33 and 1937-38 recession no doubt had a great effect on’
the profit earning capacity of the mills.

PERIOD V: 1939-46

We now come to the recent World War period and the profits made by
the mills in those years. The internal trade of the country was stagnant prac-
tically till the end of 1939. The mills were holding large amounts of stocks

T.L--13



98 DEVELOPMENT OF THE TEXTILE INDUSTRY IN MADRAS

and were unable to clear their over-crowded godowns. There is no unanimity
of opinion regarding the conditions in the mills in the year 1939. The mill
interests contend that the year was one of depression, and during that time
they say that mills were practically mortgaged to the moneylenders. But the
Court of Enquiry into the conditions of labour in the year 1938-39 felt that
the industry was making good profits and set aside the claims of the mill-
owners that the industry was passing through difficult times.

With the advent of the World War, the conditionsin the industry im-
proved to a great extent. The scarcity conditions which existed in the first
World War period returned and the mills made large profits. With the com-
mencement of hostilities, the supply department of the Government of India
began to commandeer a large portion of the production of the local mills.
Many local mills concentrated their attention on the supply of war material.
The machinery of those mills was adapted for those purposes. The production
of yarn and cloth increased in these years, but at the same time there was a
great scarcity of these in both the surplus and the deficit zones. With the
switching over of the U.K. and U.S. industry to the exclusive supply of war
needs, the Indian trade began supplying the middle and near Eastern
markets. So the mills had demand from the local population, from the
countries of Asia and also from the Government of India.

The demand for the mill goods far outstripped its supply. Just as in the
last world war, bottle-necks of non-availability of machinery and transport
difficulties prevented the industry from effectively catering to all its customers.
Foreign exports were a source of great profits to the industry and the Govern-
ment Supply Department had to be supplied with what all it wanted and the
only one whom the mills could neglect was the home consumer who had to
pay abnormal prices for the cloth he did not like (for it was the case that
most times the cloth he did like to buy was not in the market). The hand-
loom weaver who had to buy from the local mills had to pay very high prices
for the yarn he needed. This rise he could pass on to the consumer, as at
that time cloth was scarce and any cloth could be sold in the market.

When the supply of mill-made goods available for civilian consumption
decreased, the demand for the handloom cloth increased. But from where was
the handloomer to obtain his supply of raw material ? The War had virtually
cut off all supplies of foreign yarn and his only source of supply was the
local mill production. The mills gauged the situation correctly and began to
play the game for higher profits. The brands and counts needed most in the
market generally were out of stock and if available were quoted at very high
prices. So the Government of Madras introduced the licensed dealer system
from 15th August 1942.

The index number of profits shot up from 100 in 1939 to 1954 i 1943
After 1943 control on the distribution of yarn was imposed and this led to a
Jall in the rate of profit. The dividend and depreciation trends were similar
to the profits pattern with a peak in 1943 and a decline later on.
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TABLE 5

PROFITS EARNED BY COTTON MILLS IN MADRAS
(Basic Year 1939)

AVERAGES IN RUPEES } INDEX NO.
Year  Depreciation Profit Dividend | Deprecia-  Profit  Dividend
tion

193 74,436 149,924 98,772 100 100 100
1948 86,420 199,146 103,930 | 116 133 105
1941 130,794 370,270 167,337 | 176 247 - 170
1942 187,253 688,257 293,911 : 252 459 307
1943 146,619 2,929,355 333,097 . 197 1954 348 -
1944 118,296 1,844,329 214,008 159 1230 -~ 216
1945 111,301 1,200,285 220,536 150 801 2923
1946 119,355 919,056 256,425 | 160 613 260‘ .

The abnormal profits earned were not spent away in declaring high
dividends but were used in providing for depreciation, reserves, etc. T!us
strengthened the position of the industry and at the end of the War, the mills
were left with large amounts, which could be used for the future develop-
ment of the industry. Another item which increased during this period to
abnormal levels was the provision for taxation. This item which was practi-
cally non-existent rose to considerable importance in this period.

Now we will have to consider another important point, the contention
that the profits earned by the mills during War were paper profits. Itis alleg-
ed that as the prices rose and inflation of currency t.ook 'placc,. ths Proﬁts
earned by the mills were nominal. Dr. M. H. Gopal in his Article’ in the
Eastern Economist ably countered this argument. The profits index far out-
stripped the price index, showing that the profits made were real. It was true
there was an increase in the amounts of profits shown in the Balance Sheets
due to the existence of inflation in the country, but it would be erroneous to
suppose - that' the profits earned by the mills was in all its entirety a result of
the fall in the value of the rupee. :

Another point to counter the arguments of paper profits is that if really
the profits were inflationary, then we must find a umfo?m increase in the pro-
fits of all industries. But this was not the case. Some industries earned grea-

ter and some smaller profits.

TABLE 6
PROFITS IN THE TWO WORLD WARS
Rs. War-I1 Rs. Rs. War-1I Rs.
1914 90,906 1917 78,088 1939 149,924 1942 688,257
1915 50,028 1918 128,538 1940 199,146 1943 2,929,355
1916 61,025 1919 95,050 1941 370,270 1944 1,844,32

1945 1,200,285+

It is instructive to compare the position of the industry in the two World
War periods. In both periods the profits earned were a direct result of War..
Table 6 shows the position of the mills in the two periods. The profits

7, Eastern Economist 12-5-1944,
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earned in the second war are greater than those earned in the first war. This
might, to some extent, have been due to the existence of inflation in the coun-

try. Also this might have been due to the greater earning capacity of the mills
in this later period.

The fall in the profits began with the cessation of hostilities in the case of
the first war, but in the case of the second, the fall began even before the end
of the war—in 1943. This was a direct result of control which was imposed
to stem the tide of rising prices of yarn and cloth.

During the period 1914-18, the dividendsdeclared varied between 33.99
and 72-19, whereas in the later period they were between 11.4% and 66.1%,
showing that in the later period, the mills followed a more conservative policy
of dividend declaration—Table 7. This might have been due to either in-
creased taxation, greater control of profits or the recognition of the need for
building up sufficient reserves for the inevitable aftermath of war.

TABLE 7

DIVIDEND AS PERCENTAGE OF PROFIT IN THE
TWO WORLD WARS

War-1 War-IT

1914 721 1939 66.1
1915 71.1 1940 52.2
1916 57.7 » 1941 45.2
1917 39.7 1942 42.7
1918 33.9 1943 11.4
1919 39.8 1944 11.6

1945 18.4

The boom profits of War II were beneficial to the industry and
strengthened its financial position. But who paid the toll is a different ques-
tion. Whether the improvement in the financial status of industry was achie-
ved at a tremendous cost in terms of human sacrifice is an inconvenient
question to be answered. That the industry neglected public interest is too
patent a fact to be repeated. Black-marketing flourished. The ingenious
methods invented to contravene the law were many and interesting. When-

ever capital was blamed for the neglect of public interest, it assumed the air
of ‘injured innocence.’

As already indicated in the introduction to this chapter, I have selected,
6 mills as a test sample. To be compared with it and checked, another sample
of varying number of mills was selected. It contained the averages of 6 mills
during 1927-33, 14 mills in 1933-38, and 30 mills during 1939-46. The ave-
rage profits and dividends of these samples were calculated. They were then
converted into relatives, using 1927 as the base year.

A study of the figures will reveal that the two samples followed almost
the same course. The ups and downs in the items were the same for both of
them, but in the 6 mill sample, the magnitude of variation was greater. This

proves that the original 6 mill sample is correct and that the profit indices
are also trustworthy.

The year 1939 was the worst year for the industry comparatively speak-

ey
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ing. The index of profitability was 43 in the case of the 6 mill sample, and 28
in the case of the varying mill sample—Table 8. The only exception to this
was the year 1931 when the mills declared losses. This year, 1939, is charac-
terised by Dr. Gopal as the worst year, ¢the least profitable year in the post-

depression period.’
TABLE 8

INDEX NUMBER OF PROFITS EARNED BY MADRAS
COTTON MILLS.

(Basic Year 1927)

6 mills 6—14—30 6 mills 6—14—30
Year. sample. mills sample. Year. sample. mills sample.
1927 100 100 1937 100 57
1928 136 136 1938 111 71
1929 - 113 113 1939 43 28
1930 103 103 1940 120 38
1931 41* 41* 1941 202 70
1932 95 95 1942 279 130
1933 91 . 91 1943 889 552
1934 86 26 1944 597 347
1935 66 40 1945 436 226
1936 52 34

* Loss
TABLE 9

INDEX NUMBERS OF DIVIDENDS DECLARED BY
MADRAS COTTON MILLS.

(Basic Year 1927)

6 mills 61430 6 mills 6—14—30
Year. sample. - mills sample. Year. sample. mills sample.
1927 100 100 1937 74 40
1928 66 66 1938 85 46
1929 101 101 193¢ - 74 27
1930 115 115 1940 99 28
1931 164 164 1941 134 45
1932 71 71 1942 181 79
1933 59 59 1943 222 89
1934 36 40 1944 195 57
11935 55 32 1945 183 59
1936 73 37 1946 195 69

Table 9, which gives us an idea of the dividend rates in the two samples,
proves beyond doubt that the two samples are from the same population.
The trend in both is the same with the peaks and troughs occuring in both a¥

the same time. As remarked earlier, the magnitude of oscillatigneds different.
The profits and dividend cycles differ and this might haj

policy of the Managing Agents to maintain a stable djidend

VAN ~
The years 1938 and 1943 were the two year ?;(Which both the p
and the dividends reached a peak. 1939 was 32/ vﬁnfoptunatcw

< 2(N7 - 2)) ?\, ’

NS 7 -
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mills of both samples and the result was the same whether the one or the
other profitability index was used.

PROFIT, PRODUCTION AND TRADE

The cotton textile industry has two types of production units, one, the
spinning units, and the other, the combined units. The one produces and
markets yarn for its profit and the other produces yarn and consumes part of
it or whole, and turns the amount of yarn it consumes into cloth and sells it
in the market. So, I have divided the mills I have selected for analysis into
spinning units, and combined units. The percentage dividend declared on the
ordinary shares is taken as an indicator of the profitability of the mills. The
profits earned by the combined mills are used in the correlation of the cloth
production and trade figures. The cloth production figures relate to the
amount of cloth woven in the Madras Mills and the trade in cloth is confined
only to the sea-borne trade of the Province. The production and profit trends
executed the same cyclical patterns during the period. This method of verify-
ing the profits index was used by Mr. H. Campion in his paper on ¢ Post-
war fluctuations of profit in the cotton spinning industry.” ® This shows that
increase in cloth production was a lucrative plan. The entrepreneurs de-
pended on the home market to dispose of the surplus stocks whenever the
foreign trade failed them—Table 10.

TABLE 10

INDEX NUMBERS OF PROFITS, PRODUCTION AND
EXPORTS IN COMBINED MILLS

(Basic Year 1927)

Year. Profits. Production. Exports.
1927 100 100 100
1928 100 99 96
1929 100 104 96
1930 79 99 76
1931 93 109 69
1932 100 113 56
1933 50 101 47
1934 64 118 50
1935 64 116 51
1936 44 118 70
1937 57 129 133
1938 64 129 111
1939 86 129 160
1940 100 181

1941 143 191

1942 314 189

1943 264 207

*

_Regarding the correlation between the yarn production and profits, a
similar procedure is adopted as in the earlier case. The relationship between
production and profit is not as evident in the case of cloth. During the period

- 1928-31, profits went on falling but the production rose steadily—Table 11,

8. Joumal of the Royal Statistical Society, 1934
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This period, it must be remembered, was a period of untramelled Japanese
imports, and consequently a period of falling profits. Here, mention must be
made of the article by Mr. Campion mentioned earlier. He wrote: < While
the production capacity of the industry was never substantially reduced du-
ring the depression, every period of rising profits led to the installation of
new machinery.” This was true in the case of the South Indian Textile Mills.
Falling profits were not always accompanied with falling production, but
rising profits in the mills were always accompanied by a rising production.
This was also true in the case of the combined mills.

Thus it was found that the profit indices calculated by me were correct,
as they were found to be correlated with the production and trade trends.

TABLE 11

INDEX NUMBER OF PROFITS & PRODUCTION IN
SPINNING MILLS

(Basic Year 1927)

Year. Profits. Production. Year. Profits. Production.
1927 100 100 1936 64 189
1928 109 100 1937 55 198
1929 109 108 1938 73 246
1930 73 112 1939 K] 253
1931 64 128 1940 55 281
1932 64 153 1941 164 297
1933 82 143 1942 - 364 327
1934 82 151 1943 391 . 329
1935 73 165
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APPENDIX

List of Cotton Mills whose profits statements were used in the Analysis:—
. Aaron Spinning & Weaving Mills Ltd.
. Asher Textiles Ltd.
The B. & C. Mills Ltd.
. Cambodia Mills Ltd.
. Coimbatore Cotton Mills Ltd.
. Coimbatore Kamala Mills Ltd.
. Coimbatore Murugan Mills Ltd.
. Coimbatore Pioneer Mills-Lid.
9. Coimbatore Spinning & Weaving Mills Ltd.
10. Dhanalakshmi Mills Ltd.
11. Janardana Mills Ltd.
12. Kaleeswar Mills Ltd.
13. Kothari Textile Mills Ltd.
14. Lakshmi Mills Ltd.
15. Lotus Mills Ltd.
16. Madura Mills Ltd.
17. Madras United Mills Ltd.
18. Malabar Spinning & Weaving Co., Ltd.
19. Palaniandavar Mills Ltd.
20. Pankaja Mills Ltd.
21. Radhakrishna Mills Ltd.
22. Rajapalayam Mills Ltd.
23. Rajalakshmi Mills Ltd.
24. Sree Rajendra Mills Ltd.
25. Sree Balasubramania Mills Ltd.
26. Sree Ramalinga Choodambikai Mills Litd.
27. Sree Ranga Vilas Mills Ltd.
28. Sree Sarada Mills Ltd.
29. Sree Venkatesa Mills Ltd.
30. Trichinopoly Mills Ltd.
31. Vasanta Mills Ltd.

The Companies contained in the various s

giving the full name of the Mill the se
used. ‘
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amples are given below. Instead of
rial number as given in Appendix is

The sample for 1914-19 Mill Nos. 9, 17

~-do- 1920-25  .do- 9,16, 17, 18

-do- 1927-33 -do- 3,9, 12, 16, 18, 27

-do- 1933-39  do- 3,4,5,09, 10, 12, 14, 16,
18, 20, 21, 23, 27, 31.

-do- 1939-46  All Mills except 17.

The 6 mill sample is the same as the one for 1927-33,

"CHAPTER II
STOCK PRICE INDEX FOR SOUTH INDIAN TEXTILES

Among the many indices which are calculated to find out' the profitabi-
lity or otherwise of an industry, a stock ‘prices index is the one which reflects
the attitude of the investor. An’investor is almost invariably guided by the
dividend declared by the company < the higher the returti, the greater is the
price he is prepared to pay for the shares. In the normal course of events,
such should be the reaction of an investor which is registered in the swings of
share rarket quotations. But it is also ‘possible that sometimes the ruling
prices of shares are a result of speculation, pure and simple, and as such are
unrelated to the position of the industry. Later on in the chapter, I will give
examples of such behaviour in the case of ‘South Indian textile serips. Sorme-
times the share market is viewed by some investors as a'gambling den, another
variant of the usual ‘try your luck ’ institutions. If such an activity persists,
we will have to discard the notion that share prices reflect the conditions of
the industry or trade they represent. There is anothér factor which tries to
lessen the significance of share prices as indicators of business conditions in
the ‘industry. Normally it is the interest of the millowners to keep up the
prices of their stock in the markets, i.c., they-always liké to hold out hopes of
a sizeable dividend to the prospective investor. If it so happens (it does some-
times) that the firm works at a loss in any year, the mill, instead of 'declaring
nil dividend, tries to appropriate funds from the reserve fund or the dividend
equalising fund (this is created. ag a stand-by for the bad days) and declares
a dividend. Thus, they try to coax the investors that the loss sustained is tem-
porary and that they hope for better results the next year. As far as possible,
they try to give artificial respiration to the falling share prices. In an index of
share prices this tendency is also reflected. B

" The swings in the share prices may be due to a general bullish or bearish
tendency in the local or world markets. Such fluctuations may be unrelated
to the prosperity or otherwise of the industry the shares represent.

Keeping theée limitations in mind we will have to interpret the course
of share prices in any market. - - ‘

INDEX NUMBER 'OF INDIAN SECURITIES

The Economic Adviser’s Office publishes ‘monthly a composite index
pertaining to the shares of all industiies in its Monthly Survey of Business
Conditions in India. Unlike the profit index of the Review of Trade of India,
this index is based on a more scientific method. ‘

' The three series of index numbers of Indian Security Prices 339, Govern-
ment Paper, non-speculative securities (fixed-yield securities) and speculative
securities  (variable-yield 'secufities) which were regularly published in the
Monthly Survey of Business Conditions in India till March 1937, were based
on quotations of only 30 scrips. The number was consideted to be compara-

TJ.—14
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tively small and a revised series covering a much wider field was taken up.
With this end in view, the Department got into touch with firms of good
standing in the important stock markets of India and with their assistance
and co-operation selected representative securities under various groups for
which quotations were available over long periods. In the variable-yield
group, 23 cotton scrips were selected out af 124 forming the sample.

In fixing the number ;of quotations included in each :industrial- group
under variable-yield securities, due consideration was paid to the ‘i'mportance
of each group in relation to others. Thus a group considered nearly twice as
important has to its credit twice the number of quotations. " The relative
importance assigned to each group has been based on a rough estimate of
output, paid-up capital, etc., of the industry as far as possible. | i

B ¥t
[AARERE IV A S

The base period for the computation of these index numbers is the offcia
year 1927-28. The general index.number for each of the thi;t?:ﬁ(:a?(}::::
been obtained by taking simple arithmetic average of the monthly/AquotatliOns
of Industrial scrips (included under each series) expressed as a percentage of
their average value in 1927-28. Careful attention is paid to the vproblegm of
weighting. Two methods were examined in this connection ; S

1. according to the output of industry represented ;

2. according to the total capital employed in respective grbups;

_ In the absence of any Census of Production (the first census of
tion was conducted in 1946 and the results were published in 1950),

course left is to adopt the latter method and the index numbers we
lated on this basis according to the following formula:

produc-
the only
re calcu-

Index No. 252

where 1 represents the index number and X represents th i ot

. € weights assigne
to groups. It was found that the trend of these weighted index xglumbcrsg:ng
thc.unwexghged mdcx' numbers moved almost in the same direction. Consi-
dering the difference in labour involved in the results ob : :

. tained, an unweight-
ed index number has been accepted as sufficiently accurate for all rac?ical
purposes.’ P

DATA AND METHOD USED IN THIS STUDY

The main difficulty which confronts the investi
ana:]ysisS is the ladck %f continuous data. Share markets
to this State and industria] investment in the f
tions is only a pbst-1939 activity. Although th::;n agtf :;‘r?\ie oxlrcllag(oc tkt}x;anls(ac-
like Messrs, Maconochie & Co. (formerly Mys. Croft & Forbes) cd N}o oy
Patterson & Co. (formerly M/s. Huson Todd), none of them Se:n t (;,sm'
preserved the daily market quotations. I had the privilege of e }(i i
the records of Messrs. Maconochie & Co. and found th§t th s gt
issued sometimes fortnightly, ‘sometimes weekly and Some“fh;’ reports were
There does not seem to be a regular method in this, I was told dr;gne i
was lss?fd only when the Management felt that the clients shoul'dbt ; rfe S,
ed of the market. This system might have worked out well as far a: };?;s?;g;;

gator in this type of
are comparatively new

Y

1, The Monthly Survey of Business Conditions in India‘, April 19"37v v
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was concerned (the most important thing for a share broker and his client)
but for a reséarch worker in need of continuous price data, it was not useful.

" The Madras Stock Exchange was formed just before World War 11
and their printed leaflét containing daily share prices was published from
17-7-1944.. Mr. E. R. Krishnamurty, the Secretary of the Stock Exchange
Association, kindly permitted me to utilise the galley proofs of the daily -
market reports obtained from a local newspaper kept filed for his reference.
Even in this collection (1940-44), the quotations for six months in 1941 are
missing.

. So, in the absence of any data regarding the prices in the Madras
markets, I had to utilise the prices published in the ‘Capital’ in its weekly
share market supplement. In this, quotations for 6, and later 7, South Indian
Textile Mills are available. For want of. better data these quotations were
used for the period 1935-42. For the subsequent period, a sample of 15 mills
was selected, most of these from Part-A of the Madras Stock Exchange
Association Ltd.’s daily price list. The Secretary of the Association assured
me that the Mills in Part-A would reflect the general market tendencies. The
division of the total list into A and B, I was told, was based on the share
activity criterion: those in Part-A being actively traded in the market. The
names of the mills used in the study are given in the Appendix.

As the data available prior to 1943 was a weekly quotation, this was
adopted for the next period also. Thus, the data in the form of weekly prices
was gathered and from them a monthly average was calculated.

Taking note of the experience of the Government of India in 'the cons
truction of a security price index, only an unweighted simple arithmetic
mean was selected as the needed index number. "

- The averages thus obtained were converted- into relatives with the aver-
age monthly prices in 1935 as the base. Then monthly averages for all the
years were calculated on the basis of this data ; these are given in Table 12,

TABLE 12

INDEX NUMBERS ( MONTHLY AVERAGE) OF SOUTH INDIAN
: TEXTILE SHARE PRICES.

~ ‘ ( Basic YEAR 1935)
Year, Index No. . Year. Index No.

1935 100.0 1943 167.2"

-1936 . . 102.1 1944 151.7

- 1937 96.2 1945 135.4
1938 88.7 1946 175.7
1939 86.0 1947 133.4
1940 86.1 1948 67.6
1941 113.0 - 1949 59.7
1942 147.0 : '

INTERPRETATION OF RESULTS

The years 1939 and 1940 were years of little activity on the stock mar-
ket. 'This was a period of slump in the textile industry. This was a time in
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'which the industry throughout India was in a semi-stagnant position,
T'hough this was not a very critical period for the South Indian Industry, the
effects of Plgls crisis were clearly reflected in the share prices. The scvcri,ty of
of the crisis in the South Indian Mills will be considered elsewhere. The
begmmng of thf: war b_oostcd up the prices of all goods including shares. This
climb-up continued till 1943 when yarn and cloth prices were controlled.
From then on, the fluctuations in the share prices were not entirely related to
the prosperity of the industry. y

1943

'The prices began their downward course afi fay. " - ora
bought position in the markets in which shar:sdltotsetr ?hlgiz. e genera) over
and became counters by which speculators made profits o
ernment control measures, etc., played their part in bringing about a severe
but healthy shake-out in the market. In many cases, the values rose to such
an cxtent that all contact with the intrinsic values was lost "p e

1944

In this year, the behaviour of the prices was very curious. In the second
'q1uarter of the year, tk}c prices began their unprecedented downward course.
I'here was no reason for such a catastrophic fall. Stock brokers could find

no answer for this behaviour and warned thei i
ne ‘ CIr constitu y .
I'o quote from one such report : * fonts 1o be carelul

individual position
vernight, the Gov-

« A stock broker is expected to know the idiosyncracies of his own market
and to be in a position to explain the reason for heavy price own ma ke
have searched for reasons and reasons and yet find it ii,npo ,bflnovements. he
recent fall in value with mature thought and argumgmSSI eto COpbncct thc
heavy fall in values to malign influences of irresponsible ‘-e-we attl‘;] ute t fi
mably are more interested in making quick money b beaI; rsi)lps who ﬁ)relsu
informed than in the study of intrinsic values...man}ywill 1resgercltn tghteodtaycth?;

allowed themselves to be influenced to s A
. € .
opportunists.” 1l their investments to grasping

In September the bear activities reache

. . d , '
the year registered an increase. About this # mew Jow and the last part of

the same broker remarks : *

“Six weeks ago could be seen sty . :
sought to sell before the rot set in....totgl]:y I:lalg lscarsrtxlc;lgg)n 1:H?rts.0( those wto
very shares they so recklessly abandoned. Explanationsp Ons :ﬁggle lto buy the
interesting even if logic is lacking.... An interesting sideli ﬁs vo tei{;acg are
witness an opportunist preparing for the work of the da 1%1 P wou e to
of arriving at the vital decision whether to be a bull OrY a{)\ in the process
the whirlpool of events, many have thrown away their h:ld'ear 0{ k?oth....gn
_ful. if be:ars.who started the movement reaped rewards fi ings. It is doubt-
it is an illwind that blows nobody any good,” s for their labour: but

. 1945

he rise in the share values i .
tained. In May the share brOkCru:ctp}:)itl(idst: }nonths of 1944 could not be sus+

2, Messrs. Maconochie & Co., Report 17 d, 29-8-44

3 do. 20 ,, 10-11-44,

3
4 do. 9 ” l~5—45‘

¥y
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““ When speculation takes the form of initiating price movements for no
better reason than to create profit and any tag is used to serve the purpose,
damage is done to the prestige of the market. Shares lose their intrinsic merit
and become gambling counters. Such conditions have been seen in the mar-
ket for many months. Until a few weeks ago, each item of good war news
was used as a tag for a spate of bear sales. Values dropped by sheer weight
of selling... Everything points to the investor coming to his own. Bears have
retired hurt and confidence, which is the natural outcome of good war news,
grows in strength and is making itself felt... Should speculators resume opera-
tions, it will be only on a rising market.”

. T,

It was in-a rising market they operated and the index rose to 154-2 in

December 1945, : :

1946

T'he rising tendency which marked the closing months of 1945 manifested
itsclf till August. The budget was favourable and the abolition of the Excess
Profits Tax had the effect of boosting up the prices to a great extent. Later
on, communal tensions, intriguing political outlook, deteriorating labour situ-
ation and the consequent fall in confidence, resulted in a downward price
movement. Prices staged a veritable nose-dive in. August (last week ) and
from that date it is a story of continuously {alling prices.

The Manchester Guardian observed about the 1946 London, and Wall
Street jitters that it would do good if those people who were just beginning
to treat the stock markets as a substitute for dog-racing have burnt their
fingers. e

Sense was knocked into the heads of the operators by the deteriorating
political situation and some people did burn their fingers pretty bad.

The remaining years were records of a steady fall in prices. The markets
were dull and the stock exchange deity did not seem to have heeded the
Coconut and Camphor offerings and suppliant invocations by the Bombay
operators to break the dull monotony of the markets.

About the year 1948, the share broker reported ° that : —

“ The weary operator and the crippled investor have both travelled a
long way down the dreary lane, battered and beaten by the tornado of price
slicing which has gone on unremittingly throughout the year.”

In 1949, the prices were maintained at.the low Tevels -prevailing at the
end of 1948, Trading was dull and the investor had little incentive to risk
operations. :

Thus, the prices had an abnormal career in the past few years which was
not related to the vicissitudes of the industry. '

_ The profits of the industry declined when compared with those obtaining
in the peak year 1943 but the percentage of fall was far greater in scrip prices.

The course of this fall has been explained in the preceding pages.

5, Messts. Maconochie & Co., Report 17 d. Decr. 1948,
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Except for this period of abnormal changes, the share prices generally
indicated the prosperity or otherwise of the industry. It registered a trough
in 1939 and a peak in 1943. This was corroborated by the behaviour of other
time series of the industry. The 1946 peak was a special one for the share
market prices and this was explained at great length in the chapter. In the
year 1946, the dividend rates staged an increase but the rise in share prices
was far greater.

CONCLUSION

The share prices of the cotton mills reflected the conditions in the indus-
try till the year 1943 when they came under the influence of reckless specula-
tors. The period following was a surprise even to the seasoned operators.
Fortunes were made and lost overnight in this race for making money and the
stock market lost its importance to the economist.

LIST OF FIRMS USED IN THE ANALYSIS

193542
1. B. & C. Mills Lid. ‘
2. Coimbatore Spinning & Weaving Mills Ltd.
3. Kaleeswar Mills Ltd.
4. Malabar Mills Itd.
5. Madura Mills Ltd.
6. Pankaja Mills Ltd. ,
7. Vasanta Mills Ltd. L

194349 :. :
o 1. B .& C. Mills Ltd.
2. Balasubramania Mills Ltd,
" 3. Coimbatore Cotton Mills Ltd.
4, Cambodia Mills Ltd. ‘
5. Coimbatore Spinning & Weaving Mills Ltd.
6. Janardhana Mills Ltd.
7. Lakshmi Mills Ltd.
8. Madura Mills Ltd.
9. .Mettur Mills Ltd.
10. Pankaja Mills Ltd.
11. Radhakrishna Mills Ltd.
12. Rajalakshmi Mills Ltd.
13. Ranga Vilas Mills Ltd.
14. Trichinopoly Mills L.td.
15. Vasanta Mills Ltd,
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APPENDIX

0y

SOUTH INDIAN TEXTILE SCRIPS 1935-1949

INDEX NUMBERS OF SHARE PRICES OF*

(Basic Year 1935)

i
it

Dec.

Oct.

Af)ril

Feb.

.Year

Nowv.

y - June July Aug. Sept.

98-0
150-7

974" "

Ma

Mar.,

a

1041

101-5

1935
1936
1937
1938
- 1939

1940

106-6

97.1 973 986 98:5 1003 1007 1007
106-4 1012 1035  103-6

108-1

.96-4
106.5

AR

97-3 97.2 100-9

979

1029

97-4 970 95-6 94-9 93-3 94-0 94-1 98-0 98-7 97-3
" 91-1 " 84-7

97-1

890 903

858

88-0 87-3 84.9 84-5

894

94.2

95:9

846 865 85-8 93.6
..80-8

1164
155-4

168-6

883 858 832 831 827 817
-78.8
113-9
158.7

88.8

889

94-9
1713

208-6

90-8
1836
194:0

83-5
122-9
180-0

881 844 - .84.9 85-3 78-8
102-3 103-2
117-4 138.4

87-8

95-1

99.7
1154
174-2

99.7

111-8

98-2
120-5

97.5
131.7

160-5

97-4
138-2

- 1941

1942

1943

170-8
141.7

170-0

166-3

1579
1399
133-3
1965 -

158-2

181-7

1759

173-6
173-4
128-8

- 168-6-: -

1377
174-8
142.7

1627

138-3
1494
1787

1329
136-4

183-1

125-3
1349

144-0
135:1

91427

148-8
131-8

185-9
130-8

153-9

1944

1945

156-9

1591
1227 % 1255
1673

147.7

154-2
168-2

can

1836
134:9

1810 .
136-5

174-3 .
1406

A g

bee 1174

1946 -
1947
1948
1949

89-6 85-8

103-4

138-7

138.7

160-0 154-3

171.7

64-5 60-5 59-4 60-0 609 60-3

72-2

74-1 73-1

82:1

60-1 60-5 60-0 59.7 586 574 58-8 59-4 596 60-0 62-6

60-5
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CHAPTER - III.

SEASONAL VARIATIONS IN TRADE AND INDUSTRY.
( With special reference to South Indian Cotton Mills )

) In the course of the 19th century, analysis of statistical records led to the
discovery that the bewildering variety of changes in economic activities b
long at least to four different species. Cournot pointed out that secular movz:
ments long recognised in astronomy have their analogues in economics. Jug-
lar gave precision and content to the conception of cyclical fluctuations thgt
earlier writers had suggested. Jevons developed, though he did not origi ta
the notien of seasonal variations, seeking to demonstrate their regula tq . eci
to measure their amplitudes. Meanwhile the idea that ¢ disturbangces ’rz)fy re:
variety and continually interfering with the °normal’ course of eve tg;ea(;
become commonplace in economic theory. e ha

Most of the time series that were dealt with by eco i
as synthetic products of the four recognised types zf corrllc?;?;::xstccoh‘gg l:; tw}ﬁd
secular trends are creeping up or down, cyclical waves wash aboveg o;' b l1 ;
secular levels of the day ; seasonal variations diversify the secular-cyclic le ot
terns, and random factors add their unpredictable com Iicatig ? pailt-
secular-cyclical-seasonal complex. P ns to the

WHAT ARE SEASONAL VARIATIONS ?

Nature and human institutions are two major causes for the existence of
seasonal variations in industrial trade and activity. All seasonal variatio
are not induced by climate. Convention exercises a pervasive and often o
picuous influence upon business and its periodical records. In month] ct(') me
series the most pervasive of all seasonal variations is due primaril )tlo lgxle
calendar which makes February nearly 10% shorter than January ar?d A 'le
nearly 3% shorter than March. Appreciable in their influence 1’1 n mprl "
business processes, are such conventional seasonal factors as reli E)ou bany
vances, folk customs, fashions and business practices. siots ohser-

_ Some economic pursuits escape the more conspicuous direct effects of
chm_ate and convention. Manufacturing activity involves, as it does, transfor
mation of raw materials, but is carried on indoors under controlled physical
Eondltll)ops, 1Is ag‘ected by such conventional factors as holidays or vgc;/ﬁom

ut obviously does not show seasonal swings as wi i

. wide as those
or _construction. of agriculture

The effects_of seasonal changes are felt throu
but the intensity differs from activity to activit
and livestock are affected to a greater degree by
the production of any industrial product.

ghout the economic system
y. The rate of flow of crops
the changes in season than

In spite of the importance of the study of seasonal variations. o
B 3

dically have investigators treated them as problems possessing inter nly spora-

rest in their

SEASONAL VARIATIONS IN TRADE AND INDUSTRY {19

own right. Most of the attempts to eliminate the secular and seasonal varia-
tions were done by men who wanted to get a clearer view of the ¢ cycles.”

STUDY OF SEASONAL VARIATIONS IN INDIA

In a country like ours where agriculture plays a very important part in
the economic life of the country, the influence of season is bound to be
profound. ‘ ’ :

But we are faced with a curious situation that, in spite of seasonal factors
exercising a great influence on activity, their behaviour is irregular. This may
be attributed to the changing dates of the onset of monsoen, etc. This may
be one of the reasors for the absence of much systematic study of seasonal
fluctuations in India. The empirical calculation of month - to month
changes is bound to be faulty, as we cannot say to what extent the observed
change is inherent in the monthly figures themselves and to what extent that
change is significant, calling for special scrutiny and examination. There is
every possibility of confusing a purely seasonal imprgvement with a genuine
upward phase of the trade cycle- Hence the need for a systematic study and
computation of seasonal variation. :

Work already done by Indian Economists and Statisticians in the field
needs mention. Braja Mohan Chatterjee and Gopal Chandra Ray were
the first to give attention to the problem of seasonal variation. -

They computed seasonal factors for :
(a) Note circulation in India.
(b) Percentage of gold reserve to note circulation.
(c) Price of 34% Government of India Rupee paper.
(d) Calcutta Index number of wholesale prices.

The authors were mainly concerned with ¢ cycles’ and hence did not
consider the appropriateness of their technique of computation of the sea-
sonal factor in detail. ‘

Prof. S. R. Bose in his ¢ Index of Business Activity > ( Indian Journal of
Economics Vol.18 — 1937-38), was the next in the chronological order. But his
studies were confined to very small periods of 3 to 4 years sometimes, and he
did not discuss the methodology of the problem.

Mr. J.‘ Guha Thakurtha considered the problem in the ¢ Capital’

.Mé.rch 17, 1938 in his article on the ¢ Index of Business Activity.’

The article of Mr. H. Sinha in the Sankhya Vol .6, Part-I is the first
systematic study of the problem. He gives an elaborate analysis of the various
methods used in computing the seasonal factor personally favouring the loga-
rithmic deviations from the moving average method in his paper. His study
is mostly concerned with Inland Trade of India. SRR

STATISTICAL PROBLEM

Although the seasons and their influence recur from year to year, the time
of their appearance is not precise in terms of months. Thus, strictly defined
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monthly seasonal variations do not possess statistical characteristics precise
cnough to make the establishment of a typical seasonal change easy.

The most widely used statistical technique for measuring seasonal varia-
tions is based upon the assumption that they are recurrent by months within
each 12 month period. This assumption, though an approximation when
compared to the original observation, is largely valid. Conventional seasons
are for the most part dependent on the calendar. This concept may be modi-
fied when the problem of changing seasonal swings is considered, when
there is a gradual shift of the seasonal pattern over a period of years. With
these qualifications, seasonal variations are changes occuring monthly within
the span of 12 months for a number of years. Their oscillating movement
differentiates them from the secular trend and their confinement to the limits
of the calendar year from cyclical fluctuations. The condition of their recur-
rence distinguishes them from random movements which do not appear in
the same calendar month in successive years,

MEASUREMENT OF SEASONAL FACTOR

 We will consider the 3 important m.etl}ods given in most authoritative
works for the computation of seasonal variations and examine their useful-
ness for the present study.

AVERAGING RATIOS TO THE TREND

In the application of this method, a suitable line of trend, linear or non-
linear, is fitted to the data. The actual monthly items are expressed as per-
centages to the corresponding trend figures and, then for each month, an
average of the percentage ratios of the actual to the trend values are secured.
In the selection of an average value for each month, use may be made of the
multiple frequency table in obtaining an understanding of the nature of the
actual seasonal movement. With the help of such a table, the existence of a
definite seasonal movement may be verified and the type of average to be
used in securing a typical value for each month may be determined. These
averages give us the unadjusted seasonal variation. Correcting these so that

the average in each group is equal to 100, we secure the adjusted index
numbers.

THE MOVING AVERAGE METHOD

Moving averages provide a useful method of defining seasonal variations.
Since these fluctuations take place within a constant period of twelve months

moving average may be used with greater confidence than when a cycle of
varying length is involved.

For each month the actual data are expressed as percentages of the
corresponding moving average values. The average used is a 12 month
moving average properly centred. We get a set of percentages for January,
‘another set of percentages for February and so on. Each figure in any one
set is affected in full by the seasonal factor for that month and in part by
(a) curvilinear trend if any, (b) cyclic factors, and (c) irregular elements,
'The two influences last mentioned will vanish if the averaging is done for a
fairly long series of years. But in that case, there is a risk that the seasonal
pattern itself may have been somewhat altered in the meanwhile. We have

$EASONAL VARIATIONS IN TRADE AND INDUSTRY iod

to balance the advantages due to the length of a series against the risks of
alterations in the seasonal pattern. The problem of curvilinear trend can be
solved by adopting a simple expedient of working with the logarithms of the

original data. Thus, a fairly complex data can be linearly represented with-
out serious error.

If the deviations thus obtained are plotted on a ratio chart, the test that
all other influences are eliminated is the absence of trend in the series.

After making sure of the genuine nature of the index, we are faced with
the problem of selecting an average. For this purpose the positional arith-
metic mean is suitable in most cases. The unadjusted indices thus obtained
are corrected so that their total is 1200,

THE LINK RELATIVE METHOD

The index of seasonal variations are computed by this method in 3 steps.

The monthly link relatives, of the data are first found out and arranged
in a table in"order of magnitude. By a series of link relatives, we mean the
ratios of each item in the series to the one just preceding it. It will be obser-
ved that if the available data begin with January and end with December,
then the number of link relatives for January-December ratio will be one less
than the number of link relatives for the other ratios.

From the arrays of link relatives, the average for each month is comput-
ed. In general, the median is preferred to most averages as it is a positional
average and does not take extreme variations into account. ' Warren M. Persos
in his article * Correlating of Time Series’ (The Hand-book of Mathematical
Statistics edited by Ritz), suggests that the average of some central items can
be used instead of the median.

The next step in the computation is to set the link relative for January-
December equal to 100 and chain each median to this standard. If the
medians to the columns are represented respectively by m,m,...m,, then chain
relatives will be computed from the formula,

¢, =100; c;=cim;; =2, 3.........12

Since it will turn out that C,,m, is not equal in general to C; as should be the
case if the chain relatives are periodic, a ratio to correct for this discrepancy
is computed from the equation

¢ (1 +d512:012"’1 )
A new set of adjusted chain relatives is then determined by
C‘—(l—l-d)“l i=1,2 2 | |
The final indices of seasonal variations are obtained. by dividing the chain
relatives by the average value of the adjusted chain relatives. That is
' c, .

v"r"lo ‘-16
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" DEFECTS OF MOVING AVERAGE METHOD

In the use of this method, the first 6 values for the first year-and the last
-6 values for the last year are lost. This consideration is of supreme import-
ance if the data handled is of short duration. The consideration of the
curvilinear trend which cannot be eliminated by this method is already
examined. Cycles have generally a periodicity of one year and therefore some
of the cyclical influence must persist in the 12 monthly moving averages.

'MERITS OF THE LINK RELATIVE METHOD

'There is only one link relative less than the original data, whereas in the
moving average method six items are not available at each end. Month-to-
month variations should give us a better idea with regard to the seasonal
factor than deviations from the moving average. For, so far as trend and
cycles are concerned, the division of one month’s figures by the next month’s
will moderate their influence to a considerable extent throwing the seasonal
clement into high relief. The random items occur irregularly and their influ-
ence will be eliminated during the process of averaging the series of figures
for each individual month. !

The use of the median in averaging is-a substantial point in favour of
this method. The fact that unusual departures from a normal trend are thus
excluded seems to H. T. Davis the onc advantage it possesses over that of
harmonic analysis. _

DEFECTS OF LINK RELATIVE METHOD

.- 1. Seasonal factors are departures from normals and the link relative
: method s a study based on month-to-month variation.” .

2. The argument that proportional ratio between figures for ‘each
month gives us a good measure of seasonal swing is open to question.
Allyn Young examined this point when he considered chain’ index

" _numbers in relation to fixed base index numbers and preferred the

"latter. ' s o

3. Calculations involved are laborious and it is found in many; éases
that this method yields results substantially similar to the other
methods previously discussed.

CONCLUSION

This method is to be generally utilised when the series are either short
or the figures for several months are subject to abnormal influences. '

I have confined my analysis to the finding of stable seasonals, as they

are of primary interest to this chapter. As regards changing scaso;xals the
“inethods of computation are subject to great controversy. -Horst Mcn’dér-
shausen, in his article in' the Econometrica, commented as follows; LLIRE 13
seems tha.t the methods ... represent no real progress in the field of e.limi-r.loat-
ing changing seasonal movements. Zaycofl’s working hypothesis seems some-
what more realistic than those of Wald but the procedure remains mechani-
cal and casual factors are only mentioned by the way so that the real mean-
ing of the seasonal and casual component finally separated is rather obscure.”

SEASONAL VARIATIONS. IN “TRADE AND. INDUSTRY: :/: 123

. Unless a pretty long series is chosen, changing seasonals should: mot. ‘bel
computed. . S T O

St

TESTING THE SIGNIFICANGE OF SEASONAL INDICES '

After ohtaining the seasonal indices by any one of the methods indicated:
above, it is imperative that the significance of the seasonal indices is establish+
ed, The various tests given by Kuznets differ in rigidity and involve differenv
assumptions. Of all the tests, c, d, e, he used.in his book are used in: this:
study, A description only of those: tests used. in this chapter will be given.:
They are by nature rough, but their validity remains intacti . - 7 o

'GRAPHICAL COMPARISON SRR

vt ] . . R RE I LR A A S
. .1iA. rough test is afforded by a graphical comparison of original idata with.
the seasonal index.. If this comparison of it indicates the presenceiof recurrent:
variation in the original data, a variation similar to that shown by the seasomal:
index, the latter is obviously significant.
This is used. widely by investigators who deal with the nmeasurement :of
seasonal variations, Rough as it is, it is sufficient in many series.
[ L T t 4 )
SIMILARITY OF SEASONAL VARIATIONS.
If seasonal indices are complyltc'd for related branches of activity, com-
parison affords a good basis for eytirpatingythe significance of the measures.
Substantial similarity or, the presence of an expected difference, )lc?ds weight
to the recognition of the scasonal indicés inVolved’ ds Significant ; fér, recur-
rence under different conditions is a proof of reliability. This test is mostly
used in this chapter. S Lot e R

Pt b

Ci : i ’ NN |
CONFORMITY TO NON-STATISTICAL DATA ,‘;m’-»/z
P : {1 i a . Vg

. The purpose of statistical analysis is to measure more precisely thg ips
fluence of seasonal factors on a given branch of economic _activity. The
nature of these factors, and general character of their influence is known
General confarmity of the statistical index to:this otherwise known effect/aoé
seasonal factors is an important test in a study,dealing not:only with descrips.
tion but also explanation. -; e , s C e

[ c i st th . Caloagat)
DATA 'USED IN THIS CHAPTER' '«’“lfi
 The monthly records of activity available relating to the South Indian
Textile Industry are those of production and trade. The Government publi-
cation ¢ Monthly Statistics of Cotton Spinning and Weaving in Indian Mills’
supplies ithe monthly i production figures of -cloth and yarn:in Madrds.! The
Monthly Statistics of Séa-borne. Trade of India can be used té'secure data re-
garding the. exports and imports of yarn and: cloth.  The seasonal factors for
these 6 series-aré icomputed and their significance is estimaded.! .\ - ’s'- "

T TU U e IR PN S O A SO B R
-~ {For the. computation of stable iseasorials, the:selection of the period to!be
investigated :presénts: a problem. It tmust contain homogeneous items amd-slsé
itymust be a normal periad.: The: lngth muit aeither:bk long'nor shortii:As
in the former case the pattern of seasonal variations may change, and i the:
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Iatter the methods used will not be able to eliminate other influences which
should be eliminated.

. Leaving ont the pre-1914 period, the selection of a series of years satisfy-
ing the qualifications prescribed is not very easy. With great deliberation, 1
have chosen the six years 1933-1938 as the period best suited for the pur"po;c.
The series is no doubt short, but 1939 was the beginning year of the second
World War and the years before 1933 can scarcely be called normal for the
textile industry. An added advantage is the publication of Inland Trade

figures for this period. Comparatively speaking, these si
and the stability of the seasons can be assl:xemed.g’ X years are normal

_ . After a perusal of the description of the various methods of computation
it is not dxfﬁcult_to choose the appropriate method. As the series is short thé
method of moving averages: is ruled out of question. The only method ‘that

commends ‘itself is the link relative method. This method is used in this
chapter.

As the number of years used is even, the suggestion of Warrén M. Per-
sons is used and the average used is a positional arithmetic mean.

RESULTS )
The results obtained by the study are tabulated in Table 13.

TABLE 13
SEASONAL VARIATIONS IN INDUSTRY & TRADE
Yarn | Cloth .
Month Production  Imports  Exporis || Production Imports Exports
January ... 95 143 144 93 97 82
February ... 91 75 g 87 63 78
March es 96 105 80 95 92 120
April . 98 90 60 92 92 79
May . 104 87 63 98 91 89
June .. 102 93 75 105 89 96
Juy L 107 102 74 106 96 102
Aagust’ <. 107 98 101 109 112 114
September ... 98 87 107 102 93 116
October . 99 120 91 109 110 143
November ... 99 111 155 100 143 103
December ... 104 87 142 | 106 122 77
CLOTH

' February seems to be a low activity month for all tl"xl i :
duction of clotk is concentrated in only five months ofet:\?;:;er‘}}‘Sngr;
October. It is almost in the same months that the trade in cloth (e’xport) is

concentrated. It begins in July and ends in October. There is another:

secondary peak in March for this series. The seri

cloth does not behave: exactly in the same Sv:;rl::

November is the peak
in some time in Al

lifgart(}lling the import of
: ] the other two. October-
period for this. Even though the dema(x)ld' see::zsc:o

e gust, in this Pcind; the month of September registered:
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The concentration of cloth production and consuniption in some months
of the year can be explained by the fact that most of the conventional seasons
occur within this period. Herein the figures of trade are taken to indicate the
consumption of cloth. The secondary peak in March-April can be attributed
to the closing of the financial year and to the effect of the budget when
changes in the tax structure take place. The primary peak of October-
November is the season of harvest festivals in South India and these play a
very important part in the social life of the country. *

The seasonal variations can be considered to be substantially correct, as
there is a correspondence between the series of production, imports and
exports. This proves that the seasons are significant.

YARN

Here the primary peak is in the months October/November for the im-
ports of yarn. As in the case of cloth imports, there is another secondary peak
in the month of March. In the case of exports, the peak starts some time in
September and continues till January, with a minor fall in the month of
October. In the case of production, it is concentrated in the months of May
to August. It is instructive to note that both cloth and yarn exports begin
just after August. The busy months do not run simultaneouly for production
as in the case of cloth series but the activity commences in trade after the
end of the season in production. The seasonal variations in export of yarn
cannot be taken very seriously, as the quantity exported was very negligible

- when compared to internal consumption.

As contrasted with the seasonals in the production of yarn, those for
import are concentrated in the later part of the year. The seasons here do
not dovetail into each other as in the case of cloth trade and production.

The peaks we obtained here in this study are the same as those obtained
by Mr. H. Sinha, ziz. October-November. The range of variation in the
seasonals is greater in the case of trade series than in the production series.
The ending of the financial year and the onset of the conventional festivals
are responsible for the seasonal variations in the cotton cloth and yarn trade.
I have tried to explain the variations in non-statistical terms. It must be ac-
ceded that the influence of seasons is not greatly felt in the case of the produc-
tion goods in the country. It is advisable that further studies should be made
to find out if there are any definite seasonal patterns in the trade (to confirm
the results obtained here and elsewhere) and then advise the producers to try
to dovetail their activities into this pattern and thereby avoid accumulation
of stocks. Many more experiments have to be conducted before any definite
conclusion can be reached and this is only a preliminary study. The problem
could not be examined in greater detail, as this is only one of the many
problems the industry has to face.

CONCLUSION

Subject to the limitations mentioned in the chapter, we can say that
there are significent seasonal patterns in the trade of cloth and yarn in
Soutn India. The production of cloth closely followed the pattern of trade
but that of yarn did not. The trade in yarn seemed to begin after the peak in
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production was over. More definite conclusions can be arrived at onl
many more experimen

The theoritical discussions about the seasonal variations are based on the information

collected from standard text hooks on Economic Statistics. Given here is-'a selected
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CHAPTER 1V

SOME PRODUCTION FUNCTIONS FOR THE MADRAS
TEXTILE INDUSTRY

THE CONCEPT OF A PRODUCTION FUNCTION

With given technical conditions of production the amount of a good X
produced depends uniquely on the amounts of the variable productive factors

4, 4,...... A4y, used. If x is the amount produced when amounts q, g, a,......q,
of the factors are employed we can write the production function, :
x = f(a, a,...... ay) (1)

It will be assumed that the factors of production are continuously divisible
and that the productive process is continuously variable. This does not
exclude the possibilities of variable factors being used with certain fixed fac-
tors of production.

If there are two variable factors of production 4, B then

x=f (a, b)
can be represented by a production surface referred to axes of which 04 and
OB are taken horizontally and O X vertically. N

LINEAR HOMOGENEOUS PRODUCTION FUNCTION

One of the most vigorously debated propositions in economics is the
hypothesis that the production function as defined by (1) is linear and homo-:
geneous. This means that if each one of the variables a,, ayy...... a, is multi-'
plied by a constant factor, say )\, then the production function of the new
variables is the old function multiplied by the constant factor. That is

=1 (Na;Na5.-.... Aay) = N\ f (a,, gseesnes @) = NX . (2)
Then what is the .economic implication of this assumption? It means that
increasing the factors of production in a particular proportion, increases the
product to the same extent. Does this condition obtain in reality ? This is
probably not realis.tic in general for individual manufacturers. But the pro-
position when applied to the production of a large economy, is probably
sufficiently realistic so that it can serve as a basis of statistical and theortical
arguments.’

THEORY OF MARGINAL PRODUCTIVITY

This theory depends on the assumption of a linear homogeneous produc-

tion function and is hence controversial.

Assume a linear homogeneous production function of the form

x = f (a,, a,,...... a) Ll (3)
where a,; @gyeee e a" are the factors of production.

1, Theory of Econometrics; p. 152, H.T. Davis,
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Let p,, pyy-..-..pu be the prices of the factors of production, then the total

cost is given by ,
: Q= ap, + 6,p5-.... ~+ aupy o venees(4)
If p is the selling price of x, the manufactured goods, the profit to the
manufacturer is given by the function o
7= px — Q ’ ' T ereves (5)
A producer wishing to maximize his profits may make either of two
assumptions. He may wish to maximize his production keeping his costs fixed
or he may keep his production constant and minimize his costs. Since either
assumption leads to the same analytical conditions we shall adopt the first
assumption. ’

We are led to the problem of maximizing x under the restraining condition
that Q is constant. The desired maximization is attained by means of the
theory of Lagrangian multipliers.

We must. maximize the function S .

f4+ 20 ‘ " , e (6)

where )\ is the Lagrangian multiplier.

“Setting derivatives of (6) with respect to the factors equal to zero, we
obtain the following necessary conditions : "

fa+ XNpi=0 i=123.n eeen(7)
, of v
wh e
vhere . Sai= o ‘ L
* Equation (3) is a linear homogeneous one. Applying the Euler’s theorem
x=a, fo,+ @ fogecro. Fpfan (8)
where o ‘ S, =5£
Multiplying (7) by ; and summing jt with respect to i we have,
7 " ’
‘2 la,"fn,- +A3 la,-p,- =0 e 9
= . 1=

But the first term of the left hand side of (9) is preciselv. equal to f and
the second term is Q. P

Hence C fEANR=0 |
. : \ - f ;
or =
x==2 . .
Introducing this in (7), we obt,ai_n the following set of equations .
. fu—Lp=0, i=1,2,3.. .00

' We fiow make thefinal assumption that total revenue just equals fotal cost
. : ‘ i )Q.xﬁ.f : . \ i I

This is the condition for monopolistic equilibrium if normal profits have
been introduced s a part of the original cost. o L

Replacing Q by p. f,

a -_:& .' « ﬁ-‘_-_&;’.‘._"""‘. “=’ﬁ_. - Lo i ,
fl p’fu b 5. np ‘ (l)
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We have shown that for maximum production under a schedule of constant
costs, the ratios of the prices of the factors of production to the selling price
of the product, must equal the marginal degree of productivity of the factors.

This statement is called, The Law of Marginal Productivity.” Two
conditions are required for this marginal analysis :

(1) Possibility of infinitesimal analysis; otherwise, the production
function will be discontinuous. ‘

(2) Substitutability of factors—This was pointed out by Pareto.

The Marginal Productivity Theory involves the assumption of a linear
homogeneous function.

THE ORIGINAL COBB-DOUGLAS FUNCTION AND THE
VARIOUS STUDIES USING IT: A RESUME

Charles W. Cobb and P. H. Douglas published an article in 1928.*
"Therein it was first attempted to construct a production equation using two
variable factors of production. It was said that attempts can he made to
determine what relationships exist between the 3 factors of labour, capital
and production. Concluding it read:

“Finally from such a study of (a), imputed physical product from
year to year of a unit of labour and capital, when joined with (b), a study of
the relative exchange value of a physical unit of manufactured goods in these
years, and compared with (c), the actual movements of real wages in manu-
facturing and of real interest (if the latter can be ascertained) may we secure
light upon the question as to whether or not the processes of distribution are
modelled at all closely upon those of production of values ?

They proposed to test the function :
P=>bLr (%
where P is the day’s index of physical volume of manufacturing, L is the
index number of average number of wage earners in manufacture, C is the
index of fixed capital in manufacture.

Relative to the indices of production labour and capital (pertaining to
U.S.A.) and the period 1899-1922 the function of Labour and Capital alone
was obtained as

P =101 L% C4,

The parameters of k and b were evaluated by the method of least squﬁrés.

The same theory was applied to manufacturing in Massachusetts, New
South Wales' and Victoria.” In all these studies the value of sum of the

2. A Theory of Production: American Economic Review: Vol. 18; March, 1928 ;
pp. 139--165; Charles Cobb and P.H. Douglas. ‘

3. Ibid. p. 142.

4. Theory of Wages: pp. 113-158; 159; 196 (Massachusctis) 167 ;172 (New South
Wales), P. H. Douglas. ’ h

5. Theory of Marginal Productivity Tested by the Data for Manufzcturing in Victoria :

Quarterly Journal of Economics: Vol. 52; pp. 1-36; 215- -254; P. H. 1as
& Marjorie L. Handsaker. ° Douglas
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exponents was bound at 1. The periods selected were 1890 . 1926, 1901 . 1927,
1907 . 1929, respectively. S - :

In 1939 for the first time there was a change from inter-temporal to
inter-industrial studies.® P. H. Douglas with M. Bronfenbrenner used this
type of study for manufacturing in U.S.A. for the year 1909. In the earlier
studies the observations were national aggregates for a series of years. Now
they are the decisions of the industry at a point in time. The earlier attempt
of not binding the valuc of the exponents at unity’ was used here with the
general equation. .

P.=b 1* (i,
where £ 4 j need not be cqual to one. In this study the total was 1-061;

With Grace Gunn, a series of studies were made hoth: for Australian and
American manufacturing for a number of years.* For some studies, industry
aggregates were used and for some others the data were averages per plant.?

P. H. Douglas with Patricia Daly and Ernest Olson dealt with the
manufacturing in U.S.A. for the year 1904."

With Patriciam‘l)aly, a stud& of the Canadian manufacture was made for
the vears 1923, 1927, 1935, 1937."

Gerhard Tintner applied this to agriculture and obtained a significantly
nonlinear equation.'?

.. The above is just 2 mention of the various attempts made by P.-H. Dougv
las and associates to test the equation for manufacturing data of various
countries at various points of time. A detailed description is needed if we are
to grasp the significance and meaning of their studies. For this purpose, all

6. The terms arce borrowed from the paperof Marshak & Andrews, Econometrica.
Vol. 12-3 & 4; pp. 143-202.

7. ‘Theory of Marginal Productivity Tested by the Data for Manufacture in Victoria :
Quarterly Journal of Economics, Vol. 52; pp. 1-36; 215-254 3" P. H. Douglas
& Marjorie L. Handsaker. S ' : »
8. * Further Measurements of Marginal Productivity’ Quarterly Journal of Economics :
Vol. 54 ; May, 1940 ; pp. 399-428.
h. The Production Function for American Manufacturing in 1919: American Econo-
mic Review ; Vol. 31-Mar. 1941 ; pp. 67-80.
c. 'I'he Production Function for Australian Manufacturing: Quarterly Journal of
Economics ; Vol. 56 ; Nov. 1941 ; pp. 108-129. . o
d. The Production Function for American Mapufacturing in 1914: Journal of,
Political Economy ; Vol. 50; August 1942 ; pp. 595-602.
All the articles are by { P.H. Douglas & Grace Gunn.

9. The Production Function for Australian Manulacturing : Quértcrly Journal of
Economics ; Vol. 56 ; Nov. 1941; pp. 108-129.

10. The Production Function for American Manufacturing in 1904 : Journal of Poligi-
cal Economy ; Vol. 51 ; Feb. 1943 ; pp. 61-65 ; P.H. Douglas, Patricia Daly, and
Ernest Olson. .

11, The Production Function for Canadian Manufacturing : A Journal of the Axtietican
Statistical Association; Vol. 39; June 1943 ; pp. 178-186; P." H. Douglas and
Patricia Daly. . . .

12. ‘A Note on Derivation of Production Functions from Farm Records: ,Econdmetrica,
Vol. 12; Jany. 1924; pp. 26-34; Gerhard Tintner. e
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the studies can be divided into (as suggested carlier) (1) inter-temporal, and
(2) inter-industrial studies. For cach category we will examine the data used
and the methods of computation, showing how the latter was an improve-
ment over the former.

INTER-TEMPORAL STUDIES

_ As these involve national aggregates over a period of time, the calculation
of index numbers was found useful, , v

PRODUCTION

The physical volume of manufacture was assumed to
the volume -of production due to manufacturing. It can
{(a) by taking the aggregate sales value and then de
obtained by an index of price change, or (6) by startin
duction of each kind of goods, expressing this tot
weighting separate ratios. :

be proportional to
be measured either
flating the ratio thus
g with the physical pro-
al in relatives and then

In the study of manufacturing in Victoria,
where no series measuring physical production

adopted was :
%
= o
E( qo) ’

3y
where ¢, and ¢, represent the quantities of a manu
duced in the given year and base year and g, t
value added in manufacturing by the industry
year. ‘

physical data were used only
were available.: The formula

factured commodity pro-
he percentage of the total
In question in the base

LABOUR

As the measure for labour, the average numbe
r of perso
chosen. [t was assumed thzit the productive powers (}))fe th:s‘as::gloyed v‘v‘as
were constant over the period and that the number of hours w. kgil Vl\;or }tlzr
workers per week was also constant. orked by the

CAPITAL

The index of capital was computed from ,
capital. This included (1) Buildings and Fixtures:hé)a;?al;atl a\::j]u\t;{s o}f; fixed
Both the values were deflated by an index number of price Machinery.
mity. The mdex.used for (1) was of building costs alild f(s)rto 2cnsure unif(?r-
index of metal prices and wage rates in engineering trade (2) a composite
With index numbers computed for t : .
form - p or the abave 3 eries an equation of the
P=pLkCr—¢ .
was fitted. To obtain P', a good fit, the method of least squares was used. It

is given below.?*

13. Theory of Marginal Productivity Tested 1, '
v —({par}erly Journal of Economics, o Lystzifc Dat]a»g%r'Manufac(uri in Victoria
Marjorie L. Handsaker. Pp- $ 215-254; P-rig. Douglas &
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To facilitate computation, the equation
P' =bL¥C'* can be written as
log P'=logb+klogL 4 (1 —k)logC

The sums of the squares of the differences between log P’ and log P were
made 2 minimum in the following manner :—

Let v=73 (log P'—log P)*
which is to be made a minimum.
log P' = log b 4 k(log L — log C) +log C
p=S[logd+k(logL —logC)+logC— log P}?

Differentiating with respect to log b and setting the derivative equal to zero
to get the first normal equation, we have:

a‘%ﬁ — 2 S{log b+ k(log L—logC) — (log P — log €)} =0
Dropping 2 since the expression js equated to zero, and rewriting we have :
nlog b + k3 (log L — log C) — (log P — log C) = 0
S (log P'— log C) =nlog b+ k 3 (log L —log C)
For the second normal equation :
% 25 {logb 4 (log L — log C) + log C—log P} (log L~ log ©) = 0;
rewriting, s S ,
S (log P — log C)(log L — log C) =log b 3 (logL —log C) + k(log L—log C}* ;
putting,
(log P — log C) = x; logh=a
(logL —1ogC) =y and k=
Se=na+byy
Sv =a3y+ b2y
This is in the form of the usual normal equations the solution given by :—
a=M, M,

b= ~2M,ﬁ_‘gl
T 3y (M)
In one inter-temporal study, the sum of the exponents was not bound
at 1. Then k and j'can be found by differentiating v with respect to j also
and setting it at zero.’

INTER-INDUSTRIAL STUDIES

‘With a few exceptions, the use of the time series was dropped after the
first few studies, probably because of the problems raised by the index num-
bers and inter-correlations of the trends.

, To counter the claim that Cobb-Doug‘Ias} function - demonstrates the
effects of time and not productivity, the ¢ cross section’ studies were under-
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taken for different industries and localities at a given point of time."!

The assumptions which underlie these cross section studies as between
industries differ somewhat from those of the time series. They are:

(1) Differences in production are the results of differences in the
quantities of labour and capital alone, omitting land.

(2) The volume of production due to manufacturing is proportional
to the value added in manufacturing.

(3) The productive power of an average labourer is presumed to he
constant from industry to industry.

(4) The productive power of a unit of capital is also constant as bet-
ween industries.

(3) No overtime or part-time work performed by either labour or
capital is taken into consideration but it is assumed that each
factor has a constant degree of intensity of use among the several
industries."”

DATA USED: PRODUCTION

Value added in manufacture was determined by gross sales minus (1) cost
of materials, (2) fueland light power, (3) rent, (4) taxes, etc. In some studies,
provision for depreciation was made.

LABOUR

The average number of workers employed during the year was taken. In
the study of U.S. A. in 1904, proprietors and firm members were also
included.

CAPITAL
Two series, one total and another fixed capital were used.

In order to fit the data to the function P = b L* Ci we write -
v, =logP: x,=logL: x,=log(: logh=a4
x, = a4 kx, 4 jx,.
Our problem is that of determining coefficients for a linear regression equa-

‘ tion. In the studies by Douglas & Co., the classical or Fisher Method was
used- B

THE CLASSICAL METHOD!S

‘The sample of 7 Observations'on X1y X4y Ny, 15 a random sample from a
trivariate universe of ,, ¥,, x,, which satisfies the following conditions :—

1. All variable§ except one, say x,, are observed accurately. The variable
x, in the universe differs from a linear combination of the others by what we
shall call an ferror’ in this variable. This ‘error’ includes the effect of

14. Cross Section Studies in Cobb-Douglas Function--Journal ‘of Polit; :
Decr. 1939; pp. 761-785; P. H. Douglas and M. Bronfenl:rrenm(-)l!.‘mal Seonomny,

15. ¢ Further Measurements of Marginal Productivity’ rter] s
Vol. 545 May, 1940 pp. 395-128, - 22Ty Journal of Fconomics;
16, Thid,
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variables other than the determining variables x, and x, and the errors of
measurement of x,. Co

2. The ‘errors’ in x, corresponding to a given pair of values for x, and
x, are independently distributed in normal arrays with the same variance and
mean equal to zero. ‘ :

In determining the sampling distribution of the various regression coeffi-
cients, the set of ohservations on x, and x, have the same values in repeated
observations. ’ R

If we use x, for the observed values and £ for the true values; we héve
by the first assumption :

W =F,O 420

1,0 = 10, t==1, 2...n (observations)
Xyl =&,

The ‘true’ regression equation can be written as:

£|=ﬁsEa+ps£a+lg;

The method of estimation used in the classical analysis is that of ¢maximum
likelihood® which yields the usual least square (estimates) elementary regres.
sion coefficients and the well known formulas for the standard errors of the
parameters. By assuming that each variable in turn is the one subject to error,
or minimizing in each of the 3 directions, we get 3 estimates of the regression
coefficient. These are ordinarily denoted by &; when i denotes the direction
of minimization.

Letting
n
my; = F_:l(x-“’ — %) (x O—3%))

my, My My
M=|my my my
My Mgy My,
and M;; be the co-factor of m;; in M, the formulas are :—

b = by, 70 = Gmar,

In the inter-industrial studies, the minimization direction was chosen as
P or x,. The statistical objections centred round this procedure. More will be
said about this later. :

RESULTS AND THEIR INTERPRETATION AS GIVEN
BY DOUGLAS AND ASSOCIATE ‘

The various studies are not strictly comparable, as the data chosen differ
from one study to another and the method used differs in the two major
inter-temporal and inter-industrial measurements. But the consistent linear
functions obtained in most of the studies is the strongest point of the:writers
except deviation in certain applications to non-industrial dasta ((Gerhard
Tintner) and when individual manufactgrmg groups were studied (Bonfen-
prenner and Douglas). The second quantitative measurement related to w/p

T.L--18 ‘
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national pay roll- to cutput equals £ if perfect competition prevails or must
differ in an explainable way. L

It was claimed hy the authors that: . : )

1. The sum of & + j, the sum of the least square cstirﬁates, ;en-ds‘ t6 be
close to 1.

2. k tends to be close to the national ratio of pay roll to nettout t
From these results, conclusions were drawn regarding perfect competitio:-l.lir;
industry and the distribution following a marginal productivity principle
(tested for labour alone). : ;P B P

CRITICISM OF THE COBB AND DOUGLAS FUNCTION .+

Many have been the critics of this attempt to set up a production e
tion and test the marginal productivity law. The attacks were made not gua-
one point of view but several. Both the theoretical and the statistical valid(?:n
of the procedure was questioned. But all critics took cognizance of the e
prising agreement of the results of various studies undertaken, Whethcrs:l}:.
data pertained to U.S.A., Canada or Australia or parts thereof, whether the
year (or years) selected was (were) one of depression or boo;n the su ?
(k4j) tended to equal unity. Some of the critics tried to explaiz’l' awa 'n:hq
persistent agreement by saying ¢ that the parameters (output elasticitieyss anlc:
;?)x;,?;lf:(zi and co-variances of the random components) change only

Let us examine each criticism Jevelled against the attempt and the re vly .

of the sponsors, one by one. The first step will be to evaluat ,
of the observations mean and what they do not. e what exactly each

DATA AS MEASUREMENTS: LABOUR

The data for labour power cmp]oyed is the average number of wa

earners in the industry. This does not include the proprietors of the f ge
Thus the information about entrepreneurship is excluded. Only in one ?::;

(U. S. A. 1904) the number of proprietors and firm i

in the study. This amounts to trca]:ing the usefulnessn;?‘ni)%i;ls :, C‘r%.mcluded
dent” and the ¢ Unskilled’ labourer as the same. At least one att, o
made to take both the entrepreneurship and the hours of work e s
labour.” This was done by taking the wages bill into consideratioﬁutAl:ilmli)ty

Presi-

17. Some of the criticisms directed against the attempt were ahout the inaccuracies of A ;
cies of the

data, the inflexibility of the formula used, Davi

en objected to the original binding of the ?/Ligels)l:)}al/:d

suggested a more general formula where & plus j need nmp

formula used in all the other subsequent studies. The question of .

tion between the series was avoided by the use of Inter—indusgspl;r'ous.co"ela'

charge that the function represented the trend in technical deve) rial studies. The

over-ruled (Mendershausen). These are not mentioned in &im[‘;::[ ;vasftlt\ll;s
of the

chapter as they were set right by the auth .
quent studies. EhE By the authors (P.H. Douglas & Co.) in their subse-

& Horst Mendershays.
hus;gt 1. The (ormer
be uvnity. This was the

19. Non-linearity in the relation between input and omp“t"-T:esé 4; pp. 1432902,

Industry, Econometrica, Vol. 13 July 1945 ; PP. 260-272 ; V. F.

L YN

anadian Automobile .
Smith, B
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tedly this is. a bhetter method of measuring the labour’s share of the product,
as it takes into account the variations in the number of hours worked, over-
time rates (which are generally higher than the ordinary rates) and differen-
ces in the wage rates due to skilled labour.

CAPITAL:

Regarding this factor, we work with capital available for use and not
with the actual use of capital. Measures of the quantity of capital assets are
themselves unsatisfactory. Differences in accounting practice range from
failure to keep capital account to over-valuation of assets, and from failure to
provide for depreciation and obsolescence to excessive charges for these
purposes.

All measures of capital, as such, must rest on summation of value figures.
Price changes render such totals misleading as an indication of the quantity
of physical capital. In inter-temporal studies, it is due to replacements at other
than original prices, in cross-section studies due to firms buying equipment at
various prices. If our concern is only about the value capital placed in the
enterpise, uncorrected value figures are appropriate.

The existence of the trade cycle presents a difficult problem, as both the
time series and cross-section studies may be affected by failure to measure
the full variation in the use of capital. Of course, its effect on time series is
greater. As usual, any capital series reveals the presence of excess capacity
during depression years.

Omissions from capital account are frequent. Both cross-section and time
series are affected particularly because these omissions exist in different degrees
in different industries and firms. '

If we are considering fixed capital series, the problem of depreciation is
particularly troublesome. A series of asset values minus depreciation cannot
generally be expected to be proportional to a series of fixed capital asset
values without depreciation subtracted.

An undepreciated fixed capital series will rise neglecting revaluations of
capital .assets, whenever capital expenditure exceeds the cost of discarded
equipment. This rise will be influenced both by trend and cyclical considera-
tions., As capital expenditures vary cyclically, discards will show a similar
pattern. smoothed somewhat hy the fact that various items have different
lengths of life.

Actually, equipment often remains on the books long after being depre-
ciated to scrap value. Sometimes, it has a certain physical effectiveness:
sometimes it is simply that no action has been taken about its disposal; The
depreciated series may be reduced or distorted by the depreciation of assets
to scrap value before they are ready for disposal. A tendency to keep old
equipment in use in bad times, postponing replacements until good times,
renders the undepreciated series less sensitive to the business cyc%e than the
depreciated. As regards the practice of charging the same rate irrespective
of actual wear, tends to reduce the capital figures excessively in years of de-
vression, and insufficiently in the years of prosperity.
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For time series studies using time removal methods, differences between
trends of these two series may not matter but differences in year to year
variation do. For cross section studies, differences between the two series may
be important since they will not retain the same proportion to each other
in various firms and industries, due to differences in age, accounting practice
secular trend and cyclical position. - ’

Added to all these defects, we measure capital by an inadequate sample
of one day out of the year. This is a grave but unremediable defect.

. W!len we deal with the linearity of the production function, I will give
in detail the problem of capital lagged and not lagged.

The final evaluation of the data used as measurements can best be sum-
marized in the statement of V. E. Smith.

" We are dealing not only with errors in the measurement of the some-
thing which might be expected to compensate but also with measurements of
many different things and the failure to measure what we set out to .20

VALUE FUNCTION AND PHYSICAL FUNCTION

The earlier time series studies tend to arrive at physical functions i.¢
equations which correlate the physical volume of production with laboilr.
measured in number of wage earners and value capital. Cross section studies
have simply led to hybrid functions relating value-product to value-capital
and quantity of labour. Till now there has been only one attempt to car;cu-
late a value function measuring the factors and product in value terms—that
was by V. E. Smith.*!

It will be instructive to find out what exactly each function represents
and how they are related to each cther. A physical function prcsentsrze(.hn s
logical relationships separately from price relationships. In value terms rt]}(,)-
production function combines technological and value relationships p. re;cntc
ing the economic problem that faces the management. If perfect competiti -
and static equilibrium are supposed to exist, then the relationshj tﬁ:tw‘on
the two types of functions are quite simple. They differ by the I::xtcmeer{“
market prices of product and factors of production. In the absence of th(?
condition, the value function may be different from the physical functi 15
‘generally a diminution of the degree of the value function below that n; lt(1)1n
physical function. The value function is more comprehensive th o hc
technological function, as the demand function for the product and th PN
functions of the various inputs are included. € supply

THE STATISTICAL PROBLEM

Dr. Horst Mendershausen figures prominent]

R § [ y in this con .
first criticism*? was very severe ; his verdict heing t troversy. His

hat the equation was ¢ an

20. The, 22 ucel Peoduction Function, Quarterly Journal of Economics: August

21. Nonlinearity in the relation beiween input and The C . .
Industry. Econometrica, Vol. 13~Ju1l;’ul 9:2, ggl éj ll2§§.(.~($.ng‘.i?:ﬁ£mmnomc

22. On the significance of Prof. Douglas’ Production Function,

pp.143-163—Horst Mendershausen. E.Conom'ctrica; Vol. 6,
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expression for the trend in technical development.””* His later paper dealt
with the “Instability of any plane fitted to the present observations of the
3 variables.”?!

_ Earlier, I have described i detail the method of computation adopted by
Douglas and associates. .

Dr. Mendershausen used the confluence analysis of Ragner Frisch and
seeks to prove that the production ‘surface’ (?) fitted is an unstable one. He
questions the choice of the minimization direction (P or x in this case) and
feels that it is exerting an excessive influence on the result “possibly a greater
influence than can be ascribed to the data.”*

His argument can be briefly summarized thus :—

Considering the 3 variables x,, x,, x,, they pairwise are highly correlated.
As a consequence of this multi-collinearity, the scatter points in the dimen-
sional space tend to arrange themselves along a line instead of a plane.*® The
authors (Douglas and associates) believe that in a situation of this sort the
selection of one minimization direction (x,) gives a way out neglecting the
other two possibilities. This is not justified.

Correlation between determining variables is not barmful in fitting equa-
tions that are designed to furnish best estimates (safest forecasts) of some
dependent variables. As the purpose of a production equation is to set up a
structural relationship between the variables, what is correct procedure in
setting up an estimating equation for x, is not necessarily correct in evaluating
the structural relationship. The two purposes can be served by one and the
same method only if all ‘ disturbances’ are concentrated in x,, while x, and
x, enter into the computations with their true values. ‘True’ values are
generally defined as the strictly related parts of the observed variables, distur-
bances the remainder. Otherwise, the computation of structural coefficients
«requires some different approach. Multi-collinearity becomes troublesome as
soon as disturbances in the observed values are admitted atall (L & C).

In the present context we can determine numerical values for the coeffi-
cients but the result is strongly dependent on the nature of the assumption
made with respect to the disturbances. Douglasand associates have indicated
the belief that disturbances in the production figures are more serious than
those in the labour data.”” To justify the method used, the authors will have
to make an assumption thaf'disturbances in the figures of labour and capital
are non-existent. “ If the authors are not willing to make and to justify such
a strenuous assumption the strong correlation between the labour and capital
series renders their results highly uncertain.”’*

23. See Note 17. .

24. On the Significance of Another Production Function; American Economic Review,
September 1941, p.563-—~Horst Mendershausen,

25. Ibid.

26. Bronfenbrenner calls this a * pencil  in space, and says that reliable parameters can
be fitted if the choice of a given minimization direction is justified.

27. Cross Section Swudics in Cobb-Douglas  Function ; Journal of Political Economy,
Decr. 1939, pp.761-785: P. H. Douglas and M. Bronfenbrenner.

28. The arguments of Dr. Mendershausen are, as far as possible, presented in his own
words,
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JUSTIFICATION OF MINIMIZATION IN THE P-DIRECTION

In every paper published after 1939, the authors (Douglas) devoted
attention to this problem. They were not able to agree with the point of view
of Mendershausen and gave a justification for minimizing in the P-direction.
They supported their view by quoting from Dr. John H. Smith’s monograph
on “ Statistical deflation in the analysis of Economic series.” Tt reads:

“When the purpose of a study is to derive an estimating equation it is
irrelevant whether or not the available series have systematic parts which arc
perfectly correlated...... the methods of estimating the parameters should be
the same as would be appropriate if there were no errors in the independent
variables. An observed value of the dependent variable should be considered
as a random sample from an array of values associated with a given set of
observations on the independent values. The research worker should specify
that the mean of an array of values of the dependent variables is a single
valued function of the independent variables. When such arrays are normal,
maximum likelihood estimates of the required coefficients are the elementary
regression coefficients.”

It was this method that Douglas and associates claim to have used.

It is a commonsense concept in cconomics that product is a function
of labour and capital. Hence they were justified in minimizing in the
P-direction.

The errors in v, were negligible. In € and P errors of measurement
existed to more or less the same extent. The more important type of fluctua-
tion was of somewhat of the nature of biological variation. The variations
of this nature in P outweighed those in capital C. The value added by manu-
facture would reflect all the fluctuations in the wholesale prices which occur
in a year. The value of capital was not affected as it is a composite of past
accumulations. So it seemed justifiable to treat P as a variable which can
take any one of a set of values for given values of labour and capital. .

A scalding reply was given by Grace Gunn and P. H. Douglas* which is
interesting. They contended that “even though there is a tendency for
increased quantities of both labour and capital to he associated with increas-
ed product it is surely the worst form of scholasticism to reason that it is the
increased product which gives rise to the increased quantities of capital and

1y R0

fabour .
As regards the question of correlation between labour and

i cgar | | capital, they
felt that it did not hinder the calculation of the regression coeffi

cients,*

29. The Production Function for American Manufacturing in 1914 : Journal of
Political Economy, Vol. 50, August 1942, pp.595-602.
30. It is very amusing to go through the examples given by them. Quote, “ It may be

remembered that Gen. T om Thumb married the charming dwarf Lavina Warren
not Barnums other protegie the giantess Anna Swan ”...... “Because the statures
of husbands and wives tend to be positively associated

s \ ) with each other and with
that of their off-spring would the high-priests of confluence analysis maintain that
it was the stature of the children

h which helped to determine that of their
parents ?

31. ““To refuse to find the parameters of the reg
quantities of labour and capital are also
with the bath,”—Ref. 24 p.566.

gression equation merely because the
inter-related is to throw the baby out
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Added to all theoretical arguments they give the inductive evidence of:
the values of k -} tending to be the same 'bo_th for time serie.s and cross
section studies. They concluded that as Ic+ j did net ﬂuctl}ate widely and as
W/P——k generally, Mendershausen’s criticism was not valid. :

JNTERFIRM AND‘ INTRAFIRM: AN ALTERNATIVE
INTERPRETATION

M. Reder’s paper in Econometrica™ shif}ed the futile discussion beufveen
the contending parties on the use or .othcrmsc of .‘conﬂ.uenc.e’ analysis to
more pertinent questions in economic theory. His christening the Cobb-
Douglas function as interfirm and the theoretical function as intrafirm, though
not the first attempt™, serves a very useful purpose. V. E. Smith’s tl’&oug'ht'-
provoking analytical papers also help to clear the ground. The contribution
of M. Bronfenbrenner is also considerable in this field. :

INTRAFIRM

The experimental determination of a theqrctical fungion would require
observations on the product obtained with a given quantity of capital when
labour. employed was varied for each of a series of quantities of capital.
Several observations would be made at each combination of labour and
capital. For the purpose of studying the degree of thc.fu_nction, at least one
set of labour-capital combinations would represent variation from the usual
proportions by equal small percentage changes in each factor. If the long-
period function were sought at each combination, the form and manner of
utilization of the factors would be that which was technologically the most-
efficient for those quantities.

‘A change in the quantity of capital would n§ither alter the proportiori'
of new to old equipment nor reflect new technological developments. Changes
in the form of capital would be only those previously known to be possible’
but thought undesirable before the change in the size of the enterprise or the
proportions of the factors. Similar restrictions would be placed upon the
nature of changes in the use of labour.

To such material, we can fit marginal product curves directly and study
the degree of the function by direct observation. At the same time, we can fit
a surface to all the observations obtaining a general production equation from
which marginal product curves could be derived. By checking back against
the curves obtained directly, we can confirm our results or be warned of the
inadequacy of the experimental data.

INTERFIRM

But a statistical production function cannot be the same as the theoreti-
cal intrafirm function. Perfect competition and static equilibrium would he
excellent substitutes for experiment but we cannot therefore assume that they

32. Alternative Interpretation of the Cobb-Douglas function. Econometrica ; Vol. i1,
July-October 1943-~pp.259-264. :

33. David Durand correctly insisted on the sharp distinction between the Cobb-Douglas
function which he calls distributive and the ordinary general function of mathe-
matical economics. But he did not discuss about the relation between the two,
This was first done by Bronfenbrenner (Ref. 14) who elaborated it,
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exist. Under these conditions of perfect competition and long run equilibrium,
a statistical cross section function measuring value product can give the usual
intrafirm marginal value productivity of theory. Since average and marginal
net value productivities will be equal to the common input price paid by
each firm for a given input, the statistical production surface, if a plane, will

be tangent to the value product surfaces of the several firms and will measure
marginal value productivities to each firm.

Perfect markets imply identical prices for identical inputs but even in
the same community, the prices show considerable variation. Moreover, the
data refer to non-homogeneous classes of inputs like ¢labour’, and the ro’por-
tion of different kinds of labour vary between firms, industr’ies and pgints of
time. For both reasons, the marginal value productivities of ¢labour’ and
¢ capital’ will vary, not to mention average net value productivities. When to
this situation is added the prevalence of disequilibrium, it appears t};at statisti-
cal function, whether it be a plane or not, is far more likely to cut through the
production functions of the several firms, than be a tangent to them. 8

DYNAMIC CONDITIONS

In a dynamic economy, neither the adjustments within a production func-
tion nor the function itself remains constant. Both short and long term adjust
ments are continually required. A lag is inevitable between the develo rJne ;
of a new situation and the response that (it is hoped) will restore a{, le nt
short run equilibrium. Frequently, a new situation arises before the ad'uas:-
ments to the old are completed. At any point in time, many adjustmentsjw'll
be incomplete and even short run disequilibrium will be common. l

Delayed adjustments, errors of management, the difficult
lem, all contribute in making actual observations not showi?:golf;rg;iet gr:’:)i:
mizing points as envisaged by the static equilibrium theory. If all that we

require is a profit maximizing position in the light of mana g
i ) (3
estimates, this does not matter. 8 gement’s rough

The purchasing policies of some firms may be aimed at i
mum profit, while that of others would be for immediate ben]:friltg. {\l'igr;?)\a/:;-

it may not be correct to assume that the interest of the
| managem
firm are the same. gement and the

In short, best adjustment of agents of production is never reached

Changing conditions in production techni i
; : niques, in the products i
proportion of various products to the total output,may mxe)an tran’siat;:)‘ixl?rg:g

one function to another or from point to poi . C
surface. P point along a given production

Al in all, the typical observation represents
brium condition rather than an ohservation

a transition stage——a disequili-
adjusted to a given situation.

In an organization perfectly

The best hope for an a imati i

o : pproximation of intrafirm margi iviti
lies in ?l_lch sclcctxop of cases that the observation mav cng:nai! productivitics
or similiar production function, ' © from the same
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In the absence of such a sampling, the resulting functipn, if a cross
section study, becomes a summary statement of the way in which the output

value changes as inputs are altered from industry to industry. This, Reder
aptly called, ‘interfirm.’

DIFFERENCES BETWEEN INTER AND
INTRA FIRM FUNCTIONS 0

1. The intrafirm function gives the relationships between the quantities
of the factors that a given firm employed and the quantity of the firm’s out-
put. Only one point on the firm’s production surface refers to an actual
situation, the point at which the firm’s profits are maximized. All the other
points on the firm’s production surface are merely ¢ hypothetical.’

Each point on the interfirm function refers to the actual output of some
firm corresponding to the actual quantities of the factors that it uses. It must
be interpreted as describing a three-variate universe (in the statistical sense),
of which the observations are samples. It is locus of the output and factor
quantities of all the firms included in the s.tqdy and it is assumed that_these
quantities are the profit maximizing quantities.

2. The intrafirm function relates Ehysical quantities of output to quanti-
ties of physical input of the factors. The interfirm function is either ‘hybria’
function relating value product with physical input of labour series and value
of equipment or a pure value function.

REDER’S ARGUMENT: AND ALTERNATIVE INTERPRETATION

In discussing his proposition, we will use his diagram.

OP)
oL
w

Q| \'\C/\

O

' . . oP .
Let us, for an arbitrary value of ‘capital’, plot 7 as a function of labour,

oL
TL—19
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(g—;—j is the marginal productivity of labour)

oP
. e— J[k~1
5L = bk CIL

= BLk-,

where B is a constant. This gives the interfirm marginal productivity of
labour curve, WW'. Granting, for the sake of argument, the contention.(of
Douglas) that interfirm marginal productivity of labour equals wages paid
for all quantities of labour, we find that WIW’ also gives the wages rate that
each firm pays for the labour which is hired.

Let us select one such firm that owns C, of capital, which we may call
Firm 1, and construct its intrafirm marginal value productivity curve, MP,.
The ordinates of this curve tell us what the intrafirm marginal value pro-
ductivity of labour would have been if the firm had employed the corres-

ponding quantities of labour. MC, and AC, are the marginal and average
costs curves of Firm 1.

Q, determines the equilibrium quantities of labour that the firm will
hire. AC, gives the wage rates which Firm 1 must pay to secure the corres-
ponding quaptity of labour. If we assume the absence of price discrimination
in the labour market since Z-i = wage rate, the ordinates of WW' turve are
equal to the wage rate; hence, AC, intersects WIW' curve at R, correspouding
to the equilibrium quantity of labour OL,. If AC, and AMC, are identical i.e.,
if AC_ were parallel to L axis, the inter and intra firm marginal value pro-
ductivity of labour would be equal for every firm at the equilibrium quantity
of labour, L,, since the marginal cost of labour L,Q , (equalin equilibrium to
the intrafirm marginal value productivity of labour) is greater than the
average cost of labour L R, (equal in equilibrium to the interfirm marginal
value productivity of labour). This intrafirm marginal productivities of
labour at its equilibrium quantity exceeds the wage rate that Firm 1 pays.
The divergence of the intrafirm marginal value productivity of a factor (at

its equilibrium quantity) and its rate of reward is the criterion of the existence
of monopolistic exploitation of that factor.

LQ,=LR + QR
Q ,R, is the index of monopsony in the labour market.
This criticism is meant to point out the fallac

that the approximate equation of £ and W/P leads
the labour market.

y of Douglas’ contention
to perfect competition in

Reder concludes this paper thus:

‘“ Whatever inferences may be drawn from the findings of Douglas, the

proposition that labour is not subject to monopolistic exploitation is not
among them.”

This contention was questioned and amended by Bronfenbrenner.*
34. Alternative interpretation of the Cobb-
July-October 1943, pp. 259-264.

83, Production Functions: Cobb-Douglas Inter-firm & Intra-firm : E i
Vol. 12; Jany. 1944, pp. 35-44.” M, Bronfenbrenner, " eonometrica,

Douglas function : Econometrica, Vol. IT;
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REPLY OF BRONFENBRENNER

There are two principal reasons for minimizing (note, not repudiating)
the emperical probability of Reder’s alternative interpretation.

1. He gives no reason, other than pure chance, for supposing that the
distortion in marginal productivity, due to substituting inter for intrafirm
productivity curves, should bring the observed and computed shares of labour
in product precisely into line with each other.

2. He does not consider the frequency with which Douglas’ result bears
out the theory they are designed to justify. Unfavourable results, where
obtained, were either cases of statistical instability or cases in which capital
available, widely differed from capital used. :

* The essential validity of Reder’s claim is proved even thodgh they
depend on chance factors, and the frequency of favourable results casts
doubt on its practical significance.

FURTHER CONTRIBUTION OF BRONFENBRENNER
TO THE DISCUSSION

He also maintained that the interfirm function can be used in verifying
the marginal productivity theory. This can be proved by an elaborate
graphical and analytical method.*

He contended here and also in an earlier paper” that it is illegitimate to
calculate the elasticity of demand for labour, as there is a systematic upward
bias in the Cobb-Douglas function. ‘

WHAT DOUGLAS’ CONCLUSIONS IMPLY

The results obtained by the various studies were supposed to warrant

the conclusion that perfect competition prevails in the industry. This may
mean

1. Absence of monopoly in the markets of products.

2. Rapid free entry into and exit out of the industry of firms having
non-zero profits.

3. Absence of monopsony in the labour market.
4. Absence of monopsony in the capital market.
5

. Abserice of monopolistic arrangements among customers, workers or
lenders.

k and j are estimates not of the output elasticities but of the “ output
elasticities corrected for monopoly.” This would mean that the production
function assumed common to all firms is homogeneous of first degree—cons~
tant returns to scale at any combination of resources. This would not itself
imply the absence of monopoly in the market of products; nor the absence
of monopsony in the markets of resources; nor the rapidity of ¢free entry

'36. Production Functions: Cobb-Douglas Inter-irmr & Imtra.finn, Econométrica :
Vol. 12, Jany. 1944, pp. 35-44. Bronfenbrenner.

37. Cobb-Douglas Function & Trade Union Polity: American Economic Review,
Vol. 29." M. Bronfenbrenner,
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and exit.’ But if those monopolies and monopsonies were absent, the homoge-
neity, of first degree, of the production function of each firm would imply
necessarily the absence of profits and losses: and this absence, in turn, is
implied by instantaneous * free entry and exit.’

The absence of monopsony in the labour market has been inferred {rom
the second finding (k= W/P). This is a doubtful proposition as the share of
labour in the product varies from industry to industry and (to a greater
extent) from firm to firm.

Granted the statistical reliability of Douglas’ findings, only the following
inferences can be made, provided there is no monopoly in the product
markets :—

1. All production functions are of the first degree.

2. If there is no monopsony in the resources market, there is ¢ free entry
and exit.”

3. Either the degree of monopsony (labour) varies strongly from industry
to industry (firm to firm) fluctuating around units; or the profits
are not maximized.

CONCLUSION

The criticism set forth in the preceding pages is in no way meant to
decry the use of the function. The production function is a legitimate tool of
analysis. But an intimate acquaintance with its nature and limitations is needed
if we are to interpret it correctly. A statistical production function expresses
relationships in a dynamic disequilibrium economy, an economy in which
time is consumed in making an investment and in which value capital must be
invested before physical capital is ready for use and remains invested even
though the physical capital is not fully used.*

STATE OF RETURNS IN SOME SOUTH INDIAN MILLS

This is an application of the theory of production to the South Indian
Textile Mills. This will be an attempt to fit production equations to the in-
dividual manufacturing units, As suggested by V. E. Smith, I have tried the
use of capital, both in the lagged and unlagged forms. This way, the effect of
capital item on the regression coefficients is found.

For this analysis, three mills are selected to represent the three important
groups of mills in the industry. The considerations of the size of the textile
mills form a part of another chapter, and it will suffice to mention here that
the modal class in the frequency distribution of the mills according to their
size was between 10 to 20 thousand spindles. In the sample I have selected,
Rajapalayam Mills represents this class. The Madura Mills represent the
outsized mill class, The Ramalinga Chodambikai represents the mills of
the smallest class. Thus, the sample includes the giant, medium, and midget

mills.
The data for analysis is obtained from the Balance Sheets of these Mills

38. The Statistical Production Function : Quarterly Journal of Ecoaomics ; August 1945
V. E. Smith.
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and the production function of the form P =5 Lk if fitted.® Where P
represents the total sales of products, L denotes the wages and salaries paid
to the staff, and C indicates the total capital invested in the Mill and that
which cannot be used for any other purpose. This gives a better indicator of
the capital available, even though this may not afford an idea of the capital
used.

The period 1940 to 1949 is taken as the period, as this would give us an
idea of the industry, both in the war and postwar period.

It has been customary to use end-of-the-period capital with the sales and
wages of the period just ending rather than with the period just beginning.
The former can be called, the equation using capital ‘not lagged,” while the
latter is called, the equation with capital ‘lagged.” The Balance Sheets give
us the total capital as on the last day of the accounting year (this may differ
from firm to firm in the industry but, as we are dealing with individual firms,
this difficulty does not arise in our case.) That is, the firm starts the new year
with the balance as per last Balance Sheet. This is the justification for the
use of lagged capital series. As we have taken the total wage bill, this means
that we have made arrangements to deal with the variation in the rate of
wages paid to the worker due to skill and the number of hours worked.

TABLE 14
VALUES FOR K & J FOR SOME MADRAS COTTON MILLS
Name K. J K &7
(a) CAPITAL LAGGED
I. Madura Mills 1.17 —0.62 0.55
2. Rajapalayam Mills 0.49 0-19 0-68
3. R. C. Ambikai Mills ... 0.06 0.76 0-82
(b) CAPITAL NOT LAGGED
1. Madura Mills 0.95 —0.36 0.59
2. Rajapalayam Mills —0.02 099 0.97
3. R. C. Ambikai Mills ... 0.01 _ 1.26 1.27

To fit the regression coefficients, I have used the classical regression
analysis. While it is true that this method is not very appropriate for the
problem, the variants suggested by Tinter, Marshack, Orcutt have not been
without objections. They involve laborious calculations, and the results are
not materially affected by these new methods. So, I have used the old
raethod.

The function I have fitted is a historical one, that which represents the
influence of time on the firm. It is not a short-run function which represents
only the influence of the cyclical and random elements. Moreover, this is a
value function representing the economic problem that the managements had
to face.

39, This can be expressed as x, = A--kxq—jx; where A, X, x4 and x, are logarithms of
b, P, L and C,
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The regression coefficients in the function are elasticities of the product
with respect to the factors of production. They represent the average per-
centage change in the product if factor of production is increased by 19%.
These are not equivalents to marginal productivities but have a close relation
with them.

Bearing this in mind, let us try to interpret the results obtained.

MADURA MILLS

The elasticities of productivity with respect to labour are high in both
the experiments. The coefficient for capital has a negative value. This is a
little difficult to explain. The meaning for a negative value for capital signi.
fies that the increase of capital leads to a decrease in the total product.
Negative results, as Tinter has pointed out, can be interpreted as nearly zero
results. This means that successive additions of capital in the case of Madura
Mills will result in no addition to production. This shows that addition of
more capital to the Madura Mills is not economic. This conclusion is not
altogether a wrong conclusion. The Madura Mills is a very large unit, and it is
quite justifiable to say that a further increase in its size is not very profitable.

RAJAPALAYAM MILLS

The values for k are both negative and positive. If we take the negative
itern as signifying zero, then we can say that increase in the labour force will
not be profitable. The use of lagged capital has changed the complexion of
the whole function. If we take the capital not lagged, then the interpretation
will be that the increase in capital is more profitable than the increase of
labour force. The coefficient for labour denotes that, with the existing machi-
nery, this is the maximum that can be expected, whereas if we take the
capital lagged, then it shows that increases in both capital and labour lead to
an increase in production. One important fact which we have to note here
is the positive value for j, which signifies that this firm can profitably expand.

RAMALINGA CHOODAMBIKAI MILLS

This mill representing the small mills, yields interesting conclusions. The
values for k are both positive and small, showing that it does not pay to
increase the labour power.

What could be done has already been done by the existing labour force,
The elasticities for capital in both cases are positive and high, -76 and 1.26.
These values show that there is a scope for the expansion of this mill by way
of more capital equipment.

All elasticities in our Table are less than 1, with the exceptions of the & in
the case of Madura Mills when capital lagged item is used, and j in the
case of Ramalinga Choodambikai when capital was not lagged. This means
that we have diminishing marginal returns for all factors of production.
Keeping all other factors of production constant, the marginal return of each
factor will decrease if more and more of the factor is used. In the case of
Madura Mills, the high value for k£ in the capital lagged experiment shows
the presence of excess capacity. In this case, there are increasing marginal
returns for labour. As regards the Ramalinga Choodambikaj Mills, there are

SOME PRODUCTION FUNCTIONS FOR- THE MADRAS TEXTILE INDUSTRY [5]

increasing returns (marginal) with respect to capital. With these two excep-
tions, for the rest we obtain decreasing marginal returns.

Now, as regards the returns to the scale, there are diminishing returns if
the total of £ and j is less than I, constant returns in case they add up to
l, and increasing returns if the sum is greater than 1. In the case of the
production functions for the industry in 1947, the sum was 1, signifying
constant returns. In our present study, the values show that diminishing
returns are the general rule. Only Ramalinga Choodambikai Mills are opera-
ting on increasing returns to the scale. The value of the sum in both cases,
where capital lagged and not lagged are used, increases with the decrease
of the size of the mill. We cannot expect mills like the Madura Mills to
operate on increasing returns. :

As regards the effect of the capital lagged item on the regression coeffi-
cients, generally it tended to increase the coefficient for labour, decrease
the value for j, and decrease the value of the sum of the exponentials. It isonly
in the case of the Rajapalayam Mills that the effect is spectacular. This may
be due to the special conditions of the mill. It is probat_)le tha_t there is excess
capacity which was left unused in this Mill. Barring this, the general
conclusions are almost the same. However, I find that the capital not lagged
is more representative of the conditions obtaining in the mills. If we take the
use of the capital not Jagged as more representative, then we can say that
there are some mills which are operating on increasing returns, some near
canstant returns, and some others on diminishing returns. The total effect of
all these is expressed in the production function for the industry as’a whole
in 1947.

CONCLUSION

This study cannot be taken to be very accurate, as we have included only
two factors of production and many more are left out.

The general conclusions of this study are that, in the case of small mills,
there is scope for increasing the capital invested and, that in the case of out-
sized mills, it is not profitable to increasF the cap.xtal. equipment. An increase
in the labour force and the more intensive exploitation of the existing equip-
ment would be more economic. As 38 out of 49 mills .in the State belong to
the small-mill group, we can say tha.t, as far' as the industry as a whole is
concerned, there is a scope for increasing the size of the plant. .

The high value. of the labour elasticity in Madura Mills can also be
interpreted Iike this. As the valueof kis related to the marginal productivity,
we may presume that the labour employed by the mill is more capable. This
is only a conjecture. We have to leave this at that,

The éonclusions are in keeping with the state of the industry, and thus
prove the correctness of the analysis. It is a well known fact that small units
can profitably be enlarged, while units of giant size gain little or nothing by
increasing their size, :
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APPENDIX

b.L"C’ for the Ramalinga Choodambikai Mills: 1940-49

Production Function of the Type P -
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CHAPTER V | |
SIZE OF THE COTTON MILL IN SOUTH INDIA

’ i it in i been widely dis-

T f the sizc of the unit in industry have v .
cusse(ljli)eypgg(l:rlleommsi;s. These, with special reference t]o I:?e I(I“;d\l/dnl(’rli‘:}f:k
Industry, have been considered by Dr. N.S.R. Sastry, r. G, , Krishna-
swamy?® ,and Dr. M. M. Mehta®. The first two were concerned wit th
Textil); ,Industry in India generally and have noth ccl)ln:}‘c]l:rigotuhgeh stll:gal\ti(:ér:;
Mad ially. Dr. Mehta’s thesis is more exhaustive, !
In?lui?:; i:lr;fgang,t receive adequate attention. In this chaptfer, It;lvﬂlwg:z:
mainly with the Textile Industry in South India, and drgrw I'T)ml \distr ks
of the .previous workers in the field regarding Cotton Textile Iy y
other centres.

THE CONCEPT OF OPTIMUM FIRM

It is well known to students of Economics that firms of toof slms(l)lu ra :nzg
will not be able to realize certain advantages due to division o ;1 ur, and
that if the size exceeds a certain limit, then this glanlt) concerfn t};:esr:;two not
be in a position to function efficiently. Son:new.hcre ;twee ihe tw ,ex the
minimum and the maximum, a size exists which is the ?‘tl .tun ST phe, cxist
ing state of technical knowledge and organisational a d“ ﬁ/.s‘ oi;;tea -G
Robinson has discussed this problem at great lcengthf :-i.ln ) af aﬁ‘; ointec
that the optimum size of a unit is determined by the following :

I. Technical. 3. Managerial.
2. Market. 4. Financial.

All these act and react, and, in doing so, arrive at an optimum. 'Ihng, ‘
Prof. Robinson defines as follows :*

“’The optimum firm is that firm which, in the existing c?ndxtéqnst. of
technique and organisational ability, has the lowest ave.ragehcosﬁ o pr;)u t:xc ::;r;
per unit when all these costs which must be met in the long ,
excluded.”

: .The optimum technical unit depends on the type and qluahtydoif (t):lltg;l:;
In cases where either the productis phis'lc}':llly lIarge s(::; c::’r}?g :xt }?: prgduct ©
the technical optimum is bound to be igher. In cases w pr
simple, as in th}; case of weaving standard-cloth or spinning, the unit E'b}?lilnd
to be smaller. This optimum gives an idea of the minimum limit which has

1. The Size of Cotton Mills in India: Indian Journal of Economics, 1939, Dr. N.S.R.
Sastry. . )

2. The Size of Cotton Mills in India: Sankhya 1938i40; G. V. K.nshnaswamy.l ahabad

3. Structyre of Cotton Mill Industry in India : Thesis for ?h.D. Degree of Allahabx
University, 1949, Dr, M. M. Mehta.. . : ) . : ‘

4. Structure of Competitive Industry (Cambridge) 1943 p. 17; E. A. G. Robinson,

5. Ibid, . : :
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to be placed on the size of the unit. Below this minimum, the operation of
such units is uneconomic and results in losses.

. The influence of market considerations on the size is difficult to deter-
mine. Marketing techniques differ and it is not essential that efficient
marketing should entail a large size. If the functioning of marketing is rele-
gated to a central agency, then this factor would try to lessen the optimum
size. 'The area within which the firm can operate successfully, normally being

limited, this factor will generally try to lessen than increase the optimum
size.

Even if the technical optimum warrants a large size, the managerial
efficiency might be lacking, and thus reduce the desirability of having large
units. The function of the Manager is to co-ordinate the work in the factory,
and thus ensure maximum possible production. This co-ordinating ability is

a very important factor which sets a limit to the maximum size of a unit at
any time.

The ease with which firms borrow, tends to increase the o
The financing of industrial enterprises in India was mostly done
Agents, and the terms of borrowing depended to a great extent o
ing and influence of the Managing Agents. It is also true that 1
in general, can more easily obtain credit on liberal terms. But
also on the development of the money market in the area. To
greater facilities for borrowing obtain in that area,
unit will tend to be larger, assuming that the Mana
have a good reputation in the market.

Etimum size.
y Managing
n the stand-
arger firms,
this depends
generalise, if
the size of the optimum
ging Agents of the firm

If a firm is to be successful over a period of time, it should have adjus-
tability. It is only if the firm can adapt itself to all types of conditions that
it continues to work both during the boom and depression periods. A large
firm will not be able to reduce the volume of transactions and achieve g
reduction of costs, while a small firm with a lower overhead can do so. This
quality of the smaller firm, makes it capable of facing depressions successfully.

Thus, the existence of the trade cycle tends to lower the optimum size of the
unit.

Each one of these considerations taken individually will lead to a differ-
ent optimum. So, the problem will be one of reconciling the varying optima
and thus obtain an optimum which will yield the best results. The entrusting
of the marketing function to a central agency is one of the methods of reduc-
ing the optimum. Technical considerations prescribe the lower, and the

managerial considerations the upper limits of the optimum size. The other
considerations are comparatively of less importance.

After considering the outline of the theory of the optimum firm, let ys
see how, if at all, the reconciliation is achieved. The factorial approach to

the problem, though interesting from a theoretical poimt of view, lacks practi-
cal support.

THE VIEWS OF THE MILLOWNERS OF THE REGIONS
OF BOMBAY, AHMEDABAD AND MADRAS

Even before the economists were interested in this problem, the Tariff

. . . . 7
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i i i illowners considered
¢ interested in finding out what size the mi ers ed
Icié):;gmvi::as Agc((:::fingly, they obtained rcFlhe}:; from the ft\:s%cglsﬁzosv h(i)(f;hhtltl:}ely
' u
owners of Bombay and Ahmedabad. Both these gave o f " oY
i / 1t* that a mill must have a
felt was economic. The Bombay Millowners fel ! il must have at
, indles and 1,000 looms, if thq mill produces 40s yarn,
Lf)a::ug)ég(;?ls?ﬁz yarn it has p:;;)ducecz._T hlsl wztx; ctil:‘::;i r?ig)rrlntohr; tl: nﬁ}? ,Z,f,ii
. ier, in 1927, they had given’ it out as r opi t .
11123?: aEt;alr(:;esl;’ 11;6,000 ;pindylcs and 1,000 looms. This difference 1.r‘\i th:t i?;ng
between the looms and spindles must have been due to the consider
the quality of output in the latter estimate.

2 a mill with
bad Industrialists,® on the other hz§ndZ felt that a mi

25 Og)h:pi‘:glr:: :?\d 600 looms would be the economic size. A?ar;tf;:g; e;::;g _
two opinions some others also expressed their opinions. The ?snf?om Bobay
from person to person and from region to region. The people rom Bampbay
preferred a larger unit while the others chose smalle(t; Oﬁes.felt e smalles
estimate was that of Messrs. Maharaja Mills Co., Ltd.” who
of 20,000 spindles and 500 looms would be adequate.

The Tariff Board generally accepted the views of .t;w Bogﬁbggsé\d(;(l)l(i
owners and felt'® that except in the case of Ahmedabad Mil 5, a Tlndard ,
10 40,000 spindles and 1,000 looms was a reasonable economic sta .

The problems of the Madras Textile Industry are dl.ff?rent,o?s ilr:rx C?)I;:;SI::
more of spinning units. So I tried to canvass the OIplm(s)rtlls\erc Thl;re ant
Managers and Managing Agents in Coimbatore when (\;\;; ¢ proialems. The
no unanimity of opinion regarding this, as on many e P out 25,000
estimate varied from 10 to 20,000 spindles, and sometime i the Managers
even. The estimates were in the nature of stat_emcr}x]ts wh l‘mum earagers
felt were correct. No reasons were given for it. T e .mmlt e oeal
s L0000 ALt e e o i g
knowledge. They did not take in : h e onnected with
in technology. Mr. G. R. Damodaran was the only pen 1ect v
the industr\j" ‘who assured me that it is quite possible to hﬁvc;llsgp;:\;?egduz:c
of 1,000 spindles even and run it in an economic way. £ e so asured me
that experiments were being made to produce a two-thousand sp.
in Coimbatore.

The minimum unit, according to those people who were in %l;:: ﬁ;(l:tiér\;v;i
in the nature of a declaration to the best of their .kpowled%e. he ctermi.
nation of the standard requires the help of technicians an _engmc.ex}" . A
added to this, it must be remembered that the sng teglds to dlﬂ'er‘::;le)ta Cist;mrx

i ’ 3 i ds on the blow room g

e. The size of the unit depends :
:g:lcl aigvci:ilced an economic unit if the size is such as to make use of all t'l'(lie
blow room capacity, With the present blow room size, the unit, it is said,
must at least have 15,000 spindles in Madras.

i ‘ari ( iles) Vol. 1, 1932 ; p. 84.
? RR:;I:E:: ::" tmh:ll::lji:: T'I;‘gs;:’l: ((;'r:;‘:illle:)) Vol. I1, 1927 ; ‘; 1386.
8. Ibid—Vol. I p. 326. ‘
13 !Il‘)ll\(:—::/r::lls Ia?clgl:)rrowcd from the paper of Marshak & Andrews, Econometrica
Vols., 3 & 4,--pp. 143-202.
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A unit of 20,000 spindles and 500 looms is also said to be capable of

securing the advantage of economic division of labour and integration of
processes. ‘

It is only under conditions of perfect competition that a firm produces
output 5o as to equalise marginal cost and marginal revenue and, at the same
time, minimize the average cost. Then each firm tends to be of the optimum
size. But if imperfect competition exists in the markets, then it may not be
in the interest of the entrepreneur to reach the optimum output. Either he
exceeds it or stops short of it. His ultimate interest is the maximisation of net
profit. This, under perfect competition, would coincide with minimisation of
average cost. Perfect competition does not prevail in many industries, leading

to a different scale of operations from the optimum being adopted by the
millowners.

_ It is essential that the two conceptions of the most desirable size of the
unit are properly understood, the most profitable firm and the least cost firm.

:I'lcllese arc two different things if imperfect competition prevails in the
industry.

SIZE OF THE UNIT IN MADRAS

The study of the size in the Madras Textile Industry is divided into
three sections:

1. The most profitable size as decided by the entrepreneunrs.
2. Correlation between size and efficiency.
3. Costs and size of the firm : the least cost firm.

The entrepreneurs will always like their plant to be of such a size as to
derive maximum profit. A study of the distribution of the size of the units
gives us an idea of this size. A study of such data over long periods of time
may help us to arrive at the ‘ optimum’ (from the view point of the indus-
trialist), as over long periods of time uneconomic units are bound to disappear.
The average ‘mode’ is the best indicator of this size, as units will cluster

round this average. This most fashionable size can also be called the opti-
mum size.

Now, we have to consider the question of indicators of this size. Any one
of the following may be chosen:

1. Spindles installed.
2. Looms installed.
3. Cotton consumed.

4. Daily average number of people employed.

Among these, the first two are suited for our purpose, as they can be used
for comparing the size in this region with that of other regions also. As
regards the others, the amount of cotton consumed differs both with the size
of the unit and the type of the product turned out. The daily average num-
ber of people employed differs from mill to mill and the factors that influence

this are the efficiency of labour, the state of machinery, and size. Thus, these
S
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two indicators are unfit for comparsion purposcs. So, the ﬁ‘rst- two are chosen
as the proper indices,

DATA

i i i i both in the
The number of spindles and looms in each mill are given b
Bomba; N}lillowners’ pAssociation Annual Reports and the Cott;)‘n Textile
Industry Annuals’ published by Mr. M. P. Gandhi. I have used the former
for the year 1932 and the latter for the subsequent years.

Table 15 below gives us an idea of the progress of the industry.
The industry is mostlyg confined to spinning and there are only ve:};ly fe:v
combined mills. The number of spinning mills increased at a rapr rate
during the period 1932-1949. The rate of increase in the r_lumberbol comci
bined mills was not large enough to convert the industry into a ha ance
one. The predominantly spinning character of the industry did not change n
the interval.

TABLE 15
PROGRESS OF COTTON MILLS IN MADRAS
1932 1939 1943 1946 1949
No. of Spinning Mills ... 17 25 39 39 ?1)2
No. of Combined Mills ... 5 11 10 11 12
;; 36 49 50 30

—_— —
— —

The frequency distributions of size of firms using the spindles as the
indicator, are given in Table 16.

TABLE 16

SIZE OF THE COTTON MILLS IN MADRAS (SPINDLES)

Class 1932 1939 1941 1943 1946 1948 1949
Upto 5000 9 - - 1 1 9 i
5000--10000 1 8 6 8 7 6 7
10000-15000 3 19 19 16 ‘14 14 15
15000-20000 2 2 3 7 8 8 6
20000-25000 92 6 ‘4 3 5 6 5
25000-30000 3 3 5 7 7 7 | 9
30000-35000 - 1 2 -~ 1 1 -
35000-40000 - 3 1 3 2 2 2
40000-45000 1 1 2 1 2 2 1
4500050000 - 1 ! 1 1 12
Above 50000 3 2 2 2 2 2 2

. . C nd
t all s. there was a predominantly influential size aroun
whicinma;: %Sf tﬁe Zaci?l; ,grouped. This modal class was a mill with 10 to
15,000 spindles. Over a period of time, it is this class that has found. favour
wi’th the millowners. About 30% of the mills in 1949 bhelonged to this class,
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The shift in the importance of each cl

expressed as in Table 17. 28 in the period 193949 can be

TABLE 17
SHIFT IN THE SIZE OF MILLS

Class 1939 1949 Class 1939 1949
Upto 5000 - 1 30000-35000 1 ‘
5000-10000 8 7 35000-40000 2
10000-15000 19 15  40000-45000 ; 2
15000-20000 2 16 45000-50000 | :
20000-25000 6 5 Above 50000 : ;
25000-30000 3 9 2 2

'The modal class, even though it continued i . .
importance when compared to its position in 19\55)91.)61\/;1,;‘](;:1 ‘:rllfllz}t; S:g:;% 1t1;

this category earlier expanded into the next clas
loss in the modal class is compensated b i

The other higher classes received little consid
This process can be explained somewhat like ¢
the 5 to 10,000 group and slowly reached t

at the same time, the mills in the lat .

. . A cr g!‘oup tried to . :
};agherl class. During the period, the rate of additions ofg flt into ;hgn‘ ne}):t
h t(;l ] ?1,000 spindle class and the rate of maturing of mills ?thll slmto.t e

¢ higher onc was the same. In a general way, we cap sayntha:sdcu?is:g"tll:(;

10 year period, the mills in the M .
between 10,000 to 20,000, adras State were having spindles somewhere

eration f:rom the millowners.
! his. A mill was first started in
€ next higher 10 to 15,000 group;

units under one management. So, it ig p, nature of corporations with various

find this size useful for them, © turprise that the millowners did not
e i LOOMS
- 1he industry in Madras contaj

also weaving sheds. But these arxl‘ea::arll{)t only spinning and weaving mills but

TABLE 18
S )
Claes TEOF COH)T3T20N MILLS IN MADRAS (LOOMS)

Upto 100 1 981 1943 1945 1048 1949
100-200 1 9 2 = 1 1 2
300400 8 s 5 3 2
400-500 - T T S
500-600 ST - 1 h X I
600-700 LT - L -

Above 700 9 9 ; I i 1 i )

! l
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The class 200-300 was the modal class till 1943 and, later on, the next
class also grew up, and in 1949 there was no definite modal class. As in the

case of spindles, the size of the unit in looms increased from 200-300 class to
300-400 class.

It is not desirable to measure the size of the combined units in Madras,
as they are very few in number.

_After the analysis of the size of the firm in the industry, we can genera-
lise by saying that, along with the growth of the industry, there was a tendency
for the size of the unit to increase.

A COMPARISON OF THE SIZE OF THE UNIT IN BOMBAY,
AHMEDABAD AND MADRAS

Table 19 gives us the average size of the unit in the three important
centres of India.

TABLE 19

AVERAGE SIZE OF UNIT IN BOMBAY, AHMEDABAD
AND MADRAS—1949

Spindles Looms
Bombay - 44,800 1,040
Ahmedabad - 24,800 610
Madras . 14,800 270

The larger unit in Bombay was due to historical reasons. The textile
industry in India was started as a yarn supplying industry. Most of the yarn
was meant for export to China. As the product turned out wasof a standardised
nature, the Bombay industry could start considerably large units, and stili
enjoy good profit. After 1910, the Chinese and other markets overseas were
lost for the Indian Mills. So the industry faced a crisis and was in need of
consumers for yarn. Stocks accumulated and the industry was ih a bad plight.
As they found no possibility of marketing yarn, they had, of necessity, to start
weaving sheds. The large size of the hitherto operating spinning units made
it imperative that the size of the combined unit also should be larger. The
activities of the managements in securing finance and the ease with which
credit was available helped this tendency of floating large units. The
nature of the product also helped the Bombay Millowners to float mills of
large size. Added to all these reasons, there is another more important, the
age of the industry. As the industry was old enough, the units had great scope
to grow into big units. This is not the case with the mills in other centres, as
they are, comparatively speaking, younger in age.

The Ahmedabad industry has a smaller unit due to the following
reasons
1. The industry is nearer the raw material and consuming centres.
2. The units, though joint stock in origin, are largely proprietary in
character. o

3. The greater production of quality goods.
4. Comparatively speaking, it is a young industry.

TI_21
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In the case of the Madras Industry, the smaliness of the mill unit can be
explained by giving ail the reasons advanced in the case of the Ahmedabad
industry. Added to them, there are some special factors that operate in this
region. The industry, unlike in the case of Bombay, was started to supply the
needs of the local handloom population. The enterpreneurs found that it
was more profttable to manufacture yarn and sell it to the handloom weavers
than start weaving departments and sell cloth direct to consumers. Even
though the units are small, we have to take into consideration the existence of
the groups of mills. The formation of groups and the reasons for them are ex-
plained elsewhere. By virtue of belonging to a group of mills, it is possible
that even some of the small units are en joying the economies of large scale
production. Added to all these, the industry is a post-1935 product, and the
mills have not been able to grow to the maximum size, nor has this process
of growth stopped in the industry. These are some of the reasons for the
smaller size of the unit in the Madras industry. The average size of the units
in the industry has gone on increasing, as will he evident from Table 20
below. The average size was 139 thousands spindies in 1939, and in ten
years it rose to 16.7 thousands spindles, in 1949.

TABLE 20
AVERAGE SIZE IN MADRAS (In Thousands of Spindles)
1939 13.9
1941 14.3
1943 148
1946 16.9
1949 16.7

DISPERSION OF SIZE ABOUT THE AVERAGE

This analysis is carried out to find out how far the changes in the average

are representative of the population. The following conclusions can be drawn
from Table 21.

TABLE 21
DISPERSION ABOUT THE AVERAGE SIZE
Year. Q, Md—Q , Q. Q. —Md Q.D.
1939 10:9 -3.0 24.6 10.7 6.9
1941 11.4 -2.9 26.8 12.5 7.7
1943 11.0 -3.8 261 11.3 7.6
1946 116 5.3 2.8 9.9 76
1949 115 -5.2 26.9 10.2 7.7

1. There is a greater tendency among the smaller units to cluster round
a mode than the bigger units. This is $0, as (Md— Q ) is smaller than
(Q; — Md) i.c., the dispersion is less on the lower side of the average than on
the upper side. The units which have overgrown the average have no ten-
dency to reduce the size.

2. Historically, the dispersion on the lower side of the average increased,
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showing that the tendency on the part of units to cluster round a size was
more in the early part of the period than later. This was due to the smaller
units overgrowing the fashionable size. This phenomenon can be found im
almost all developing industries, .

3. The dispersion on the upper side slightly declined showing that the
tendency of the bigger units to deviate from the average became less and less
pronounced. In the Bombay industry, this value increased, showing that the
bigger units tended to outgrow the average progressively. In Ahmedabad,
this tendency registered a decline.

SIZE AND EFFICIENCY

In this section, an attempt will be made to find out if a correlation exists
between size and efficiency. Technological and physical factors privent 1113
from establishing outright any valid relationship between the two, the scale
of operations and efficiency. Generally speaking, the law of increasing rctlurn;
states that, in almost all manufacturing units, the increase in thle; scale o
operations leads to greater economies of production. But certaén other consi-
derations may make such a simple proposition untenable. ome]t(lmes, we
observe increase in efficiency with increase insize. But we cannot make a stalﬁz-
ment that the increase in efficiency is a direct result of the mcreas? in the
scale of operations. It is almost impossible to single out the effgt;\t o sxzefon
efficiency. So, from the meagre data available to us, the establishment of a
relationship between size and efficiency is a very tentative one. .

i i -in quantitative

It is impossihle to measure accurately the efficiency -in qua ativ

terms of an ir}:dustrial unit. In the study of this problem, the following indi-
cators are used :

1. Profit-earning capacity.
2. Spindle productivity.
3. Average cost of production.

is said to b cﬂicieht if it earns considerable profit normally. Or,
to p\ﬁ 1f:r::11 ;s liggicrowaey, a firm is said to be inefficient if it fails to earn profit
in the normal course of events. But there will be otlier considerations which
help the firm to earn a higher profit. Efficiency is only one of the many fgptors
which help the firm to make a profit. This is to be used as an indicator
keeping in mind all these limitations. .

The i uacy of profit rate as a criterion of efficiency apart, there is
stil] Zr?:th“c]ra (fiei(flﬁcul)ty—-—tl?\e definition of profit. Dividend rates over long
periods can be taken as indicating profitability, but share capital is only a
fraction of the total amount of the capital that is invested in the firm. So,
various ways of indicating profitability of a firm are found out and applied
here. The following are some of the measures that are used here :

I. Dividehd rate.
2. Profit as a percentage of Net Block.
..3. Profit as a percentage of Gross Black. : ‘
. 4. Profitasa percentage of Total Capital. R Y O

b’For tHis purpose, the Balance Sheets of 35 Cotton Mills are analyscd.‘~"I‘hc
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mills are distributed among 6 groups, each representing mills of a particular
size. For each group, an average index of profitability is computed and, with
the help of this, the correlation between size and efficiency is established.

. Dividend rates of all the 35 mills for the period 1939-1948 are recorded,
and group averages are calculated therefrom. The dividend rates increased
with size during the period, showing that an increase in scale of operations
would lead to greater profitability. The last group in Table 22 earned smaller
profits, showing that it was less profitable than Group 5. So, this former class
should be considered uneconomic, in view of the state of technological
knowledge and managerial ability. But dividend forms only a part of the
total profits earned, and so more reliable indices should be calculated. The
results of such calculations are also expressed in Table 22,

TABLE 22
SIZE OF PROFITABILITY

* Average **Profit as a percentage of :

Group Size Dividend Gross Neti Total
Rate Block Block Capital
I Upto 10000 Spindles 71 15.6 36.1 6-4
11 10-20000 » 14.1 39-6 82.3 14.6
8 20-30000 » 18.7 32.8 85.3 14.7
v 30-40000 » 21.7 38.3 130.4 19.0
A% 40-50000 » 21.7 14.3 63.3 12:2
VI Above 50000 » 17.5 13.8 73-4 7.8

*  Average of 1939-48
** Relates to the year 1946

The increase in the size of the fir
after a certain limit, it declined wit
these indices, it has been found th
last two classes. All the three indi
the result, that profitability and s
returns result when the size of th
be the most profitable one, on the

m increased profitability toan extent and,
h the increase in size. From the use of
at the profitability did not increase in the
ces have the same tendency and confirm
ize are interrelated, and that diminishing
e firm is too unwieldy. Group IV seems to
whole. The results mentioned here differ
with the results of Dr. Mehta in this, that profitability, according to him,
supposed to increase with the size throughout, whereas in this experiment,
they indicate the prevalence of diminishing returns also. This might have
been due to the large size of the mills in the last class, No other region
in the country has an equal in size to these mills.

SPINDLE PRODUCTIVITY

In this experiment, the product per spindle in each one of the groups is
calculated as indicating the efficiency of the firms. This s arrived at by
dividing the sales figures in the Balance Sheets with the number of spindles
installed. This is not a very accurate procedure, as the sales figure sometimes
includes closing and/or opening stock and the number of spindles in a mill is

only the number of spindles instailed. It is possible some of them were dle
for the greater part of the year, '
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The production per spindle increased with size tl'u*qugilllout—(—)cll lz:l)tllew %3, lI;
differs from the previous study in sl}ow'mg an increase 1}111 t tet }?erTable exze X
the Group v. The spindle productivity increased throug Olltl te Table exc }?is
in the case of the outsized class vi. Even here the r%su s k? a Sas i this
study are at variance with the work of Dr. Mehta where there

cut relationship between the two.

TABLE 23
SIZE AND PRODUCTIVITY ‘
Pmduqion Group Size szzf’m
Croup Size Sgr:dle Spindle
I Upto 10000 spindles 204 v 30-40000 spindles é ;gg
I 10-20000 165.3 \Y 40-50000 2524
111 20-30000 ,, 191.1 VI Above 30000 ,,

AVERAGE COST AND SIZE

Cost data are extremely il (0 o e miormation o outsides
llflé;?etriggsf):li} ?ziqi)rt;ly;t}if: wees can obtain is from the lB.z:larll{c: Srl:ici:;
b i e by o conceal iptormaton s han v . Reprd
the use of Balance Sheets alone for estimating ((i:ogt o wpa oud tim’e e (hed
priditor of Coimbatoredassurectlh{::‘tg t}vl\i)trtl;x}?iﬂ wiihathe Balance Sheets they
i i i to do an ! ’ -
;:re‘;l)iie.m;}%otfs;lt)i]ﬁ ah attemp¥ can be made to s%t;1 if af:)Yf;:‘g‘ng d"‘;g:;h;?c‘gﬁn‘iog;
really emerge from the use of Balance Sheets. ! e }t)g T noad. heads. taw
Balance Sheets gives the year’s expenses under thr lly the practice to ex-
material costs, labour charges, and others. Itis %enerzsy rodiced. and this
press cost components as percentages of_ the tota gogturg s expr éssed as 2
method is used in our study also. Each item of exp(;ax:n lT e 2t The average
percentage of the sales. The {esu]'ts are ex;.:'ressxla1 tmthc ble 24 The g
cost decreased, as expected, with size, proving tha 'steredg 2 decline, and
goods at a lower average cost. Only Group Vi reglmic
this result confirmed the view that this size 1s uneconomic.

TABLE 24
SIZE AND AVERAGE COST

Average Size Agfratge

Group Size : Cost roup z 08 )
1 Upto 10000 spindles 89:1 v 30—:833(()) spindles E;;O

A% 40- " .
II  10-20000 » 85.0

T 20-30000 ,, 87.0 VI Above 50000 ,, 93.0

CONCLUSIONS REGARDING SIZE AND EFFICIENCY

se.
1. Efficiency increased with size to an extent, and then tended to decrea

. e v

2. Size vi has been found to be uneconomic by all l:ta}r:dar:les 2?dc ::zt:in
was fo.und to result in a decrease in efficiency, only with the u ‘ tail
indicators,
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~ The conclusions regarding the state of decreasing returns in the mills of
size vi have been dealt with in another chapter on ¢ Some Production Func-
tions for the Madras Textile Industry.’” There, the results similar to those
obtained here are established by using the concept of production functions.

Unlike in the study of Dr. Mehta, we have not been able to establish a
definite monotonic trend of efficiency increasing with size. As this has been
established by all the criteria used, this must be considered a peculiar state of
affairs in the industry of this region.

GENERAL CONCLUSION

The mills in this region, on an average, are smaller than their counter-
parts in Bombay and Ahmedabad. The modal class tended to increase in size
with the growth of the industry. This tendency was due to the fact that the
larger mills were more efficient. Mills, like the Madura Mills, were not as pro-
fitable as some smaller mills. This might have been due to their spending large
sums of money on labour welfare, housing and other things. The smaller
mills were more profitable either because they were more capable or because
some could form into informal groups and enjoy the benefits of large-scale
production. )

DIVIDEND RATES & SIZE OF THE MILL UNIT

Names of Mills

Coimbatore Kamala
Palamalai Ranganathar

Asher

Coimbatore Murugan
Coimbatore Pioneer
Gnanambikai
Janardhana

Kothari

Lotus

Malabar
Rajapalayam

Saroja

Seetaram

Rajendra
Balasubramania
Ramalinga Choodambikai
Sarada

Tirumagal
Tirumurthi

Trichy

Coimbatore Cotton

Cambodia
Dhanalakshmi
Palaniandavar
Pankaja
Rajalakshmi
Ranga Vilas
Vasanta

Radhakrishna

Coimbatore Spg. & Wvg.
Kaleeswar
Lakshmi

Madura
B. & C.

* Data not available.
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CHAPTER Vi1

THE STRUCTURE OF THE SOUTH INDIAN TEXTILE
INDUSTRY

The industry in Madras consists of Joint Stock Com
ing one or more mills. Generally, each company controls
past 30 years, three amalgamations have taken place and these are the only
firms that control more than one manufacturing unit. Two such amal aon-)
tions, the B. & C. Mills and the Harvey Group, form a very importantg g:h
in the industry, producing a large part of the textile goods manufacturge:rd ilr:
the State. The Mills in these groups were started f)y the same Managing
Agents who are now managing the combinations, and their coming ¢ %hrg‘
was only a natural development. A large part of the industry gh(())\gvzver
consists of companies managing one mill each. For each company: there is a;

panies, each -manag--
one mill. During the

managing agent, sometimes a company or an individual. This managing .

agent is to run the-day-to-day affairs of the mill and is responsibl
holders for -hisjor its actions. Apart from them, there }i)s ﬁ:;soe; o&;ﬁxax_
Directors which lays down the general policy and is a supervisory body which
is to look after the affairs of the mill in a general way. _

INTERRELATIONS AMONG COMPANIES

Are we to suppose that each Joint Stock Company is an independent unit

if each one of them is managed by a different Managing Agent ? This question
arises especially when, as in the case of the South Indian Textile Industry, the
units are under different managements nominally. If the answer to,this
question is ‘Yes,’ then we can say that the industry under consideration con-
tains so many independent business units which have no inter-relations
Obviously, this is not a correct statement. When the industry is localised ir;
one place, as here, then there is bound to be some kind of inter-relation. But
in the absence of an indicator, like one Managing Agent managing two .units
or more, we have to seek another measure of relationship and then classif
the industry into groups of companies whose affairs are directed by onz
interest.

A glance at a list of the names of the Board of Directors of any one of
the companies in the industry will show that some are directors of ynot onl
one mill but are Directors of more than one and, sometimes, up to ﬁvz’:
companies: : , » UP

This phenomenon of multiple directors gives us an indicator for deter-
mining the inter-relations ‘among the mills. We can say that two mills are
related if those two mills have a person as a multiple Director. For each
company, .thc number of Directors ranges from 5 to 20 in the industry under
consideration. One or more of the Directors of a company may also be
Du'ectox:s of some other company or companies. The inter-relation amon
companies may be formulated somewhat like this, Company 4 is related -tg
Company B in the person of a multiple Director. The number of multiplg
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directors:in 4 of B will indicate the intensity 'with which 4 and B are related.

DATA AND FINDINGS

' The above analysis is applied to the data relating to the Madras Textile
Industry. The Investors Encyclopedia for 1949-50 published by Kothari &
Sons contains the names of the Directors of some 50 South Indian Textile
Mills. This is about the total population. All the names of the Directors of
the 50 mills are formed into a list. This is the basic data from out of which
the. particulars we need are selected. From out of this general list of
names, the multiple Directors are taken separately to form another list, and
this is the information for our purpose.

There are 402 Directors for these 50 mills we have taken into considera-
tion. .Out of these 402, there are 60 multiple Directors. These 60 represent
60 groups of mills, some containing two and some more than two mills. From
out of these, we must form groups which we can say are defmitely connected.
If there is only one person who is a Director of two mills, we can only say
that they are connected. But it is also possible that the relationship is a chance
one without any significance. So we must find out a reasonably. sure indicator
of inter-relationship. For this purpose, a Table is constructed where each
horizontal line represents a mill and each vertical line another, both arranged
in the order 1, 2, 3...... 50. Thus, Mill No. 5 is on the 5th line and the 5th
column. The inter-relationship is indicated thus: if Mill No. 1. and Mill No. 6
are related, a mark is made in the space corresponding to row one and
column six. This procedure is repeated, and the results are tabulated. From
this we can see that some mills are related with each other only once and
some others more than once. The number of times each mill is associated
with another is an index of the intensity.of the relationship. If the number
of times one mill is associated with another is two or one, then we say there
is a possibility of inter-relation. But then we cannot be guided by this alone.
More often than not, this may be due to chance. .

So it is safe to say.that two mills are related only if the number of times
each occurs in the analysis is three or more. Taking the intensity of 3 to be
the minimum for an association to have significance, we deduce the following
groups of mills. In. our data, there are 12 such combinations. To these we
add the B. & C. group, making the total 13.

The relevant Tables are not appended.

Besides the Groups mentioned in the Chapter, there are some more groups as
listed here:

Grour I 1. The Aaron Spinning & Weaving Mills Ltd.
: 2. Cannanare Spinning & Weaving Mills Ltd.
Grour II 1. B. & C. Mills Ltd. : : :
REDE 2. Bangalore Woollen, Cotton & Silk Mills Ltd. '
Grour IIT 1. Asher Textiles Ltd." o
£2. Cauvery Spinning & Weaving Mills Ltd.-
. Pankaja Mills Ltd. '
. Vijayalakshmi Mills Ltd.

1
2

Grour 'V 1. Sri Balasubramania Mills Ltd,

e 2, Kasthuri Mills Lyd, | :
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"From these, it is possible to draw further conclusions. It can be done
thus: Mill 4 is related to mill B in our analysis. Mill 4 is also connected
with mill C. Then we may say that Mill B is connected with Mill C, forming
the group 4, B, C. This sounds so obvious but there is one difficulty. It is
possible that the people interested in Mills 4 and B are one set of persons and
those interested in Mills 4 and C are another set. In that case, those in-
terests being different, we cannot say mills B and C are related forming the
group 4, B, C. The only way of getting out of this is to form groups according
to our first assumption and then see if the original groups of mills (each
group signifying a multiple Director) have anything corresponding to these.

If the groups we have established occur in the original data, then our analysis
is correct.

From the data, the following groups are deduced :
Grour 1 Coimbatore Cotton Mills.
Lakshmi Mills.
Rajalakshmi Mills.

. Coimbatore Pioneer Mills.
Kumaran Mills.
. Sri Balasubramania Mills, "

Grovr 11

Group III Coimbatore Pioneer Mills,
. Kumaran Mills.

Ranga Vilas Mills.

PR = BN = N

From our original data of multiple Directors, we can see that Group 1
occurs thrice, Group 11 the same number of times, and Group m twice. So
our groups are not fancy groupings but real ones.

These conclusions were checked while 1 was at Coimbatore to
collect information from the mill circles there. The groups formed by me
from the names of the multiple Directors were the same as the ones I gather-
ed from local people. The association between these mills was established in
another manner in the chapter dealing with, ¢Ownership and Control." The
first group of mills belongs to the Kuppuswamy Naidu group. The second
and third groups belong to the P. S. G. group. In our analysis, we could not
connect up the Balasubramania and Ranga Vilas mills. But the market circles

assure me that the four mills in the two groups are connected. This can be
taken for whatever it is worth.

_ Besides these groups, there is another managed by Mr. Karimuthu
Thiagaraja Chettiar of Madura. This group consists of the following mills

1. Meenakshi Mills. 2. Saroja Mills. 3. Rajendra Mills.

This information, I could gather, must be true because these mills are managed
by Mr. Thiagaraja Chettiar or his son, Mr. Sundaram Chettiar. The Managing
Agents for the first two mills are Thiagaraja Chetty & Co., and Thiagaraja
Chetty & Sons respectively. The third is managed by his son, Mr. Sundaram
Chettiar. We could not form this group from our analysis as the number of
times each mill associated with another was not the requisite minimum.

Ol}l‘ test has not l?eep infalliable, but if the minimum intensity required
for a significant association is reduced, then we will have to deal with many
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spurious combinations, I am told that but for the groups mentioned above,
all the other mills act in an independent manner.

This grouping apart, there are some inferences that can be drawn from
this study. It had been found that out of the 50 mills, only 8 were mills with-
out multiple Directors. That is, the other' 42 mills are connected with each
other in the person of at least one Director. The 8 mills which have no multi-
ple Directors are the following :

1. Kandan Textiles. ' v 5. Mahalakshmi Mills.
2. Kothari Textiles. 6. Mettur Mills.

3. Lotus Mills. _ 7. Rajapalayam Mills.
4. Madura Mills, 8. Rayalaseema Mills.

These mills do not seem to be connected in any way with any other mill.
Some of them are too small and some others in areas which are far away from
the mill centres. Some others are closely knit family-ventures. The two im-
portant mills in the State »iz., the Madura Mills, and the Mettur Mills, come
under this variety. It is possible that these mills which are European-managed
do not like to have multiple Directors. Lo

FREQUENCY DISTRIBUTIONS OF MULTIPLE DIRECTORS

AND MILLS -
TABLE 26 A TABLE 27
No. of Mills No. of No.of
p‘/r:s o:{ Sor which Multiple JFV?. of _ Multiple le\fz_‘;{
Directors Directors trms Directors

340 1 0 8 6 "3
39 2 1 8 7 -2
18 3 2 9 8 -3
4 4 3 8 9 ' -

1 5 4 5 0 -

5 3 11 o1

Tables 26 and 27 give us some additional information about the multiple
Directors. The majority of them are just one-mill Directors and there is only
one who is a Director of five mills. There is another way of expressing this.
About 60% of the total firms have up to four multiple Directors. This is signi-
ficant if we consider that about 8 mills have no multiple Directors. The
percentage of firms having more than four multiple Directors is also signifi-

cant at 30% if only the mills with multiple Directorships are taken into
consideration.

CONCLUSION B

In spite of the absence of a single Managing Agent managing two or
more mills, there is a great degree of inter-relation in the Southern Mills, as is
explained in the study. The industry is not one in which the 50 firms act inde-
pendently of each other but has groups of mills. This formation, it is explained
in another chapter, is based on relationship among the Directors.. The pre-

sence of these groups is of great significance in arriving at conclusions regarding
the nature of the industry. '
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List or Companies USEp IN THE ANALYSIS

Aaron Spinning & Weaving Mills Ltd.
Asher Textiles Ltd.

. Bangalore Woollen, Cotton & Silk Mills Ltd.
. Buckingham & Carnatic Mills Ltd. A

Cambodia Mills Ltd.

. Cannanore Spg. & Wvg. Mills Ltd.
. Cauvery Spg. & Wvg. Mills Ltd,

. Coimbatore Cotton Mills Ltd.

. Coimbatore Kamala Mills Ltd.

. Coimbatore Murugan Mills Ltd.

. Coimbatore Pioneer Mills Ltd.

. Coimbatore Spg. & Wvg. Mills Ltd.
. Dhanalakshmi Miils Ltd.

Gnanambikai Mills Ltd.
Janardhana Mills Ltd.

. Jawahar Mills Ltd.

. Kaleeswarar Milis Ltd.

. Kandan Textiles Ltd.

. Kasthuri Mills Ltd.

. Kothari Mills Ltd. -

. Kumaran Mills Ltd.

. Lakshmi Mills Ltd.

. Lotus Mills Ltd..

. Loyal Mills Ltd.

. Madura Mills Ltd.

. Mahalakshmi Mills Ltd.

. Malabar Mills Ltd.

. Mettur Mills Ltd.

. Murugananda Mills Ltd.

. Palaniandavar Mills Ltd.

. Pankaja Mills Ltd.

. Pudukottai Mills Ltd.

. Radhakrishna Mills Ltd.

. Rajalakshmi Mills Ltd.

. Rajapalayam Mills Ltd.

. Rayalaseema Mills Ltd.

. Saroja Mills Ltd.

. Meenakshi Mills Ltd.

. Shree Rajendra Milis Ltd.
. Sri Balasubramania Mills Ltd.
. Sri Palamalai Ranganathar Mills Ltd.
. Sri Ramalinga Choodambikai Mills Ltd.
. Sri Ranga Vilas Mills Ltd.
. Sri Saradha Mills Ltd.

. Sri Venkatesa Mills Ltd.

. Tirumagal Mills Ltd.

. Tirumurthi Mills Ltd.

. Trichinopoly Mills Ltd.

. Vasanta Mills Ltd.

. Vijayalakshmi Mills Ltd,

CHAPTER VII*

OWNERSHIP AND CONTROL IN SOME SOUTH INDIAN
TEXTILE MILLS

The structure of the joint stock company and the ‘seat’ of control in it
have not been extensively ireated in economic or econometric literature.
Enquiries into the structure of American Corporations by Berle and Means,
Mr. R. A. Gordon’s articles in the Quarterly Journal of Economics, and:Prof.
P. Sargent Florences’s paper in the Journal of the Royal Statistical Society
form almost the entire literature on this subject. : ‘

In the case of an entrepreneur who started a business all by himself, it is
obvious that he controls and directs the licy of the business. Here control
goes with risk.. One who has risked his funds has a say in the running of the
show. This type does not present any problems for us. But most modern
mndustry does not conform to this type and the relationship between risk and
control is not so simple. Most industries are run by Joint Stock Companies
and, in these, the voting stock is distributed over a wide range of persons and
Institutions.  Each firm has a set of directors and these have.the final say in
all matters, of course, within the powers conferred by the General Body of the
Shareholders. The shareholders are supposed to. take interest in the general
functioning of the company and see that the Board of Directorsor any one of the
people appointed by it is not slack. But this rarely happens, as most share-
holders are shareholders of many. other companies and ‘are too. ignorant or
too busy.or too idle to take much interest.in.control.’ The sharcholders’
meetings are almost always very sparsely attended and the interested Director
who wants to win in the elections canvasses as many proxies as possible. The
number of proxies which a prospective candidate has, very often decides the
result of the elections. Most of the shareholders get themselves interested in
the affairs of the Company when the firm fails to declare a dividend ar when
the dividend warrants are not despatched in time. Then they feel agitated
and the powers-that-be in that company rush to assure them that nothing

13 wrong with the firm intrinsically and promise better returns in the coming
year. Completély assured, Mr. Rip .Van Winkle falls asleep. This is the case

In a large number of all Joint Stock Companies.

So it is possible for a small group of persons to exercise control vut of
proportion to their stake. in the business. ‘ The important fact that emerges
-+1e+si8 the very high degree of control exercised by a comparatively. small,
resolute group when the indifferent population is very numerous.’ Prof.
Florence has examined this proposition in-great ‘detail and has laid down cone:
ditions for a < minority owner’s control.’ It is possible for a. group of share-
holders to control policy even though they own a minority, even as little as

. . PR TP . K T STy o 5 Yoo

1 *The names of ghe sharcholders are disguised by. using a gode. The only inteation
of the author in. this chapter: js 1o, andlyse the interrelatigns.in indusiry so ‘that one cowld.
gat; & hetter perspective, of the pate of affairs obtaining thercin.. Any other resuls .is. pixely
accidental and wninteaded. . v - . to P e
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20%, of the voting capital. If this minority has to control the firm, these addi-
tional conditions must also be satisfied. There should be among a sufficient
number of the largest shareholders, a likelihood of forming a coherent group,
and no equally potent opposition is likely to form. The group should be likely
to be interested in control. Finally, it should be shown that some of the share-
holders in the group do in fact exercise control as Directors or as Adminis-
trators in the firm. ‘

Having these Timitations in mind, let us analyse the holdings of the 20
largest shareholders in some South Indian Textile Mills.

DATA

Berle and Means often had to classify the American Corporations they
studied, into types of control according to press reports, ¢ street knowledge,’
and other fragmentary evidence. Prof. Florence used the records kept in the
Somerset House as data for his study. In India, the Registrars of Joint Stock
Companies keep records of the number of shareholders and their holdings in
each Company. These records are open to the public and any one can go and
inspect them at the Office of the Registrar by paying Re. | per mill per day.
These records are more reliable than ¢ street knowledge ’ and so I have collect-
ed all the data used in this chapter from the Shareholders Lists in the
Registrar’s Office.

As far as the South Indian Textile Industry is concerned, Coimbatore has
the maximum number of mills in any district, and so I chose to analyse a
sample number of mills in this district. T worked at the Coimbatore Assistant
Registrar’s Office and collected data for 14 mills. This sample includes mills
in Coimbatore proper and also those in Tirupur and Udumalpet. Both large
and small mills are included to give it a representative character. This is
admittedly a preliminary investigation and much can be done to make use of
the material available in these offices.” -

To simplify the Tables, symbols are adopted somewhat on the model of
Prof. Florence. They are given below :

B — Bank D —  Director

C — Company a,b,c — Different names.

I — Insurance Co. X -—" Another not named.

P — Person 1,2,3 — Belong to the same family,
T — Trust

There is one difficulty regarding the marking of relationship. I had to
depend entirely on local information, as it is otherwise impossible to find out
the relationship of the women-shareholders. Recurrence of the same name in
men can be taken to indicate the nature of relationship among them. But
in the case of women-sharcholders, some of them sometimes adopt the initials
of the husband’s family and sometimes retain their maiden initials It is true
that the records provide us with the names of either the hushband 01: the-father
in these cases, but as the names of most people are limited to a small set of
names, it is difficult to find out who is who. So, my marking of relationshi
confines itself to only those instances when the relationship has been cloublp
made sure of. And another, I have included only the brothers and sons and thei¥

wives in a family. The more distant relatives as the brother-in-law, son-in-law.-
’
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have been excluded. When I was on this job, a mill manager rerqarked t0 me
thus, *Itis not necessary to find out relationships in the prominent share-
holders of the Coimbatore Mills. They are so intcr-rel_ated that ultimately you
fiid -that’in the industry almost every Kan}mavar is relatqd to every ot}'ae:f
Kamimavar-in some way or other. And what is more, the majority _of thq mills
are ¢ontrolled by the people of this community.’ Th_ls of course was ina lighter
vein, but there is an element of truth in it and it xllustratgs the point I am
trying to make out iz., the difficulty in marking relationships among the first
20 of the largest shareholders in the Coimbatore Mills.

Now, I will try to explain the distribution of the holdings in the sample of
mills I have selected and try to find out whether a group of persons haveé
formed themselves into a controlling group. ;

B ¢

COMPANY--I

This mill is a result of the efforts of the A family. In the shareholders’
list we find that Mr. AA and Mrs. AA and their children control about
22% of the total voting power. Till recently, the AAs were the policy direc-
tors in this mill, but since the last 2 or 3 years, the control has passed into
the hands of Mr. BA., who is the largest single shareholder, having about
13.9% of the total voting power to his credit. He and the AAs together own
ahbout 369% of the voting power.

Regarding the general distribution of holdings among the 20 largest
shareholders, the first three claim 33%, and then there is a steep fall till the
9th shareholder in order. The 10th registered a further decline, and this con-
tinues to the end of the list. The percentage holdings are concentrated in the
hands of the first nine who own 539 of the total voting power. The rest 11 of
them hold 149 of the total owned by the first twenty. This mill is an example
of very concentrated ownership. The first 20 own more than 609 of the share
holdings in the mill. :

The total number of Directors in this mill is eight and, of these, 4 are
from the first twenty. The rest of the Directors do not hold a large amount
of stock in the Company. Each of them owns about 75 to 76 shares, while
the 20th in order owns 112 shares in the mill. It may be that these people
were taken on into the Board for other reasons. "The managet of the Mills,
Mr. CA, owns about 1-3% of the voting rights. :

The ownership of capital in this mill i3 concentrated in a few hands and
it is not possible that any other rival group will be formed to take over
control. Here, risk and control are not divorced to a great extent. Except
for one limited company, the rest of the shares are owned by persons, and
no bank or insurance company has invested considerable amounts in this
Mill.

But for the AAs, there does not seem 0 he any other family which
holds a large interest in the mill. : S

o

COMPANY-—II

- 'This Mill is in marked contrast to the earlier mill examined. This is an-
European-managed firm and the shareholdings are evenly distributed: The
T.L~23
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-Managing Agents of this Mill, Messrs. A B & Co.,.own 3.5% and this is the
second - in order. The BB Bank holds about 79, of the total, and it has the
" ‘highest stake in the mills. - The rest of the shareholders own from 17 to- 0:6%,
in the total of voting rights held by the shareholders in the firm. Of the 20,
the number of persons holding shares is .only 11. The rest 9 are either- Banks
or Trusts or Companies. This comprises 4 Banks, 3 Companies and 2 Edu-
cational trusts. There are 5 Directors for this mill and, out of these, 2 are
nominated by the Managing Agents. Of the remaining 3, two aré from
among the first 20 largest shareholders. The other one Director is the 21st in
order and hence is left out of the Table. None of these Directors owns more
than 1% of the total voting rights. This is the only example of a mill in the
Coimbatore industry where the ownership is partially divorced from control.
The fact that the banks of repute have invested considerable sums of monev
in the venture, shows that it is financially sound. ’

Regarding the persons who own shares in this mill, it seems as though
they are unrelated to each other. People who do not belong to this State have
also invested their monies in this venture and this is noteworthy in an indus-
try where, except for some mills like the one under study, the shares of the
mills have little or no chance of being quoted extensively in other markets.

COMPANY—III

This mill was started by Mr. AC in the early years of the world de-
pression in 1929. The present Managing Agents of the firm are Messrs
BC & Co. Mr. BCisrelated by marriage to Mr. AC. The day-to-day affairs oi’
the mill are being managed by Mr. CC, son of Mr. AC and brothersin-law of
Mr. DC, son of Mr. BC. The control of the mill is in the hands of the two

families who are, in turn, related to each other.

Almost all the parties interested in the mill and who have invested
heavily in it are persons, and not institutions. Only the Executive and
Trustee of a Bank have a place in the Table and this is a small percentage
of the total. ‘ g

Mr. AC’s sons own about 109, of the total voting righ !
family owns about 6%, of the total voting rights. Thegrcs§ oft’s thin::\al:‘/{:ll:oll?i(t:}r:
own almost equal blocks and there is no steep fall in the percentages as we
go down the Table. There is another family in this mill apart from thoge
already mentioned, and they are the Managing Agents of another Mill
These people own about 99, of the total voting power. The rest of the ople
are not wholly unrelated to the Managing Agents or this other family b;:ft fhe
relationship is rather remote. According to the local information, this ‘mill is
a part of the AC group of mills, which number five. More of this later in
the chapter. *

There are 7 Directors for this mill, and all of them ithin th
list of the first 20. On the Board of Directors, we ﬁ:crleﬂf\‘??h::;ﬂ:;isth?
Mr. AC, Mr. BC, and two other people of the same community. Only o:'(:e
Director is an outsider and that is Mr. EC, who is a law Z;'- lit)i,c'a
merchant. All the Directors are related among themselves andy he?g thexl'er;;
no possibility of a rival group coming into prominence, as the shareholdings
are scattered as we go down the scale. Even the 17th in order owns bnlg
about 099, of the total voting rights. , Y

PP
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The Directors own about 21% of the total, and this cannot be called a
‘director-controlled’ firm. A director-controlled firm is one in which the direc-
tors own half the total shares. But, as already pointed out, this mill is run by
one family even though it has only minority voting rights. Another factor to
be noted here is that the majority of the first 20 sharcholders belong to a
particular community, and this community has come into the industry
from agriculture. Even though the directors own only about 20% of the shares,
the first 20 own nearly half of the share holdings, about 47%.

COMPANY—IV

This mill belongs to the D Group of mills. M/s. AD, BD, and CD are
the three brothers who head the family, and their sons and relations own a
major portion of the holdings in this mill. The managing agents of the mills
are Messrs. DD & Co.

Mr. DD owns about 2.49%, of the total, and the D family owns nearly 20%
of the voting rights. Almost all the holdings are owned by persons, and only
one Insurance Company has invested about 2.4%. The holders other than the D
family seem to be unrelated. Sons of Mr. CD and BD hold equal blocks of shares
in the mill. Sons of Mr. AD own less than the other cousins and they rank the
20th, 21st and 22nd, owning equal blocks among themselves. The fact that
the number of shares is the same for all the brothers in the family indicates
that this came to them as an inheritance. The distribution of holdings among
the other shareholders in the list is very even and they total up to more than
half:ofl' the total voting rights. o S ;

There are. 13 Directors for this mill and, of these, 11 are from among the
largest block holders. Of the 11, five are from the D family.. Amohg the re<
maining six, only two-do not belong to the community of the D family. The
reason for my giving the community to which they belong is to indicate that
it is possible that they might be related in some remote way and, in a broader
sense, it is all in the family. - *© = . o L5t L

' Thefirst 20 shareholders own about 52:1%; of the total voting rights and
the major shares are held by the D family, and they claim a large:number of
directors in the mill. So it has been rightly called a D group.

" o L T P

. ' l. ',“':-f. ‘Hw‘v COMPANY—-V ' ‘-‘ ' nf‘l | ‘ R

- This mill ‘is one of the oldest in the :State. It was first started and
managed by the S family and some time during the-1930’s there was some
trouble in the running of the mill and the shareholders decided to appoint
some onlc else as Managing Agents in the place of the § family. For & yearor
two; Mr. AE ran the mill but he failed to satisfy the shareholders. This result-
ed in a further change in the Managing Agents and then the present
Managing Agents, Messrs. BE & Co. stepped in.

st

*“This is an important thing that is to be remembered, as this has' a great
effect on the composition of the shareholders. Mr. BE has three sons.and
these own considerable blocks of shares in the mill. His family owns 349, of the
total voting rights, the father owning nearly half of the total, i.e. 17%. Mr. GE,
has 7.2% to his credit and, together with his wife, he owns 13.39 of the
total, He is a business partner of Mr. BE. The rest of the people in the list
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are unrelated and some of them belong to England. (Th i

have bought shares in the days when it was run §y the S(farxfﬁir)?e&)xlietelzlige}x
people outside the State also have shares here. This speciality, this mill shares
with Cpmpany II. T.he holdings are very unevenly distributed and there isa
steep fall in the holdings from the 8th man in order. Of the first seven, four
belong to Mr. DE’s family and two belong to Mr. CE’s. The first 26 hold
about 639, of the total voting rights and, of these, the first seven own 529,
of the total. Hence, there is no possibility of a rival group being formed, "

This mill has a total number of seven Directors and, of these, five are
. :

I{;;r:;;x:;rf the first 20. Herein, the families of both BE and CF are well

So it is quite correct to call this a BE
] C ) venture, There is ost no
divorce between ownershnp. and control in this mill. The people whagn;wsrt\ trl:c
largest part of the shares direct the policies of the Company

COMPANY-—VI

In this mill, the first in order, Mr, AF, holds abm i

. . J . ) . t 11.89,
voting rights. The next in order owns onl;r about 2-80‘4, of tk/leoiott}:; ttolﬁé
showing a steep fall in the percentages of shares owned. But for the first.men-

tioned, the rest of the shares are evenly distrib i
the ) uted an -
i ihoy d there is no other con

Using the recurrence of the same initials, 1 could establish relation be-
tween two_persons in the list. The rest of them seem to be unrelated by our
criterion. But as most of them belong to the same communit it is yOO;Ii-
ble that they might be remotely connected. Another importanty’thinlg ?0 Sbe

noted here, iz the absence of any instituti i ;
Y ution owning con
shares. g considerable amount of

It is pdssible that Mr. AF who owns the largest blo is 1
) ] ck of -
ed in the Managing Agency of the Mill, Messrsg BF & Sc?nss.hall;cstllli ?gzzflscte

of Mr. BF’s name in the list of the importa . .
wrong to presume that AF is related topﬁi;‘. " share‘ holders, it may not be

This mill has a total of 9 directors and, o
?rst tv(\;enty. T}llxe Articles of Association lay d
or a directorship as the holding of 200 shares. The 20th i i
owns about 160 shares and, thus, it is not possible for gg;fogtlllrérﬂslﬁ h::
holder to become a director other than the first 19. Thus, there is no s:igi
lity of a rival group coming into being. As regards the other two di?:ctors:

the tenth in order, Mr. CF, resigned in the middi 1
other director who has not the requisite number (l)f sl:ar(?; i};ls ter}g}. Thc one
nee of the Managing Agents. possibly a'nomi-

f these, 7 are from among the
own the minimum qualification

The first 20 shareholders own amon '
. . g them about 43.2¢0

voting r.lghts. So we can say .that. here, there is a partial dié)ox?cft‘: tg:t‘:,%:::
ownership and control.’ The minority group, holding about less than half the

shares, manage the affairs of the mill for t jori
own large blocks of shares, or the majority of them who do not
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COMPANY —VII

This mill is managed by the family of Mr. AG. The Managing Agency
is in the name of AG & Bros., and the two brothers, Mr. BG, and Mr. CG
hold more than 10% of the total voting rights. The ownership of the rest of
the shares is distributed and there is no clustering of shareholdings in the
list. No institution has invested any considerable amount of money in this
Mill. All the major blocks are owned by persons.

This mill has a total number of 13 Directors and, of these, 11 are from
among the first twenty. All of the first 7 important shqrebolfiers are Direc-
tors and also they belong to the same commun'i.ty._ 'I_‘hxs indicates a possibi-
lity of their being related to one another, but it is just as possible that the
relationship is very remote. The rest of the Directors own 100 shares each
and there are many who own 100 shares. Ownership -of lOO §harcs seems to
be the qualification for Directorship. So there is no imp05'51b111ty of any other
than the first twenty becoming directors, as in the previous case. But even
here, there is no possibility of a rival group, as the first seven who own about
309, of the shares are all Directors.  The rest 13 own 169, Of‘thc Fotal, making
the voting rights held by the first twenty, 46'8%. In this m1'11 _alsq there
is a divorce between ownership and control. The policy of the mill is directed
by the AG family. and the group of 7 shareholders who hold the major
blocks.

COMPANY—VIII

’I" his mill belongs to the AC group of mills. The Managing Agents style
themselves, AC: & éo. As in Company-—III, here also a large part of the
shares are owned by the families of Mr. AC & Mrf BC.

The largest single shareholder is :‘Mr. AH who owns 12%, of the total
voting rights. This gentleman is the brother of Mr. AC.- The three sons of
Mr. AC, Mr. BC and his daughter-in-law (daughter of AC) are important
among the first 20 shareholders. These two families among themselves ‘own
25% of the total voting rights. All the share blocks are in the names of per-
sond except for two, of which one is the BB Bank and the other is a temple
trust. The first 20 shareholders own 42.6%, of the total, and, but for the mem-
bers of the two families, the rest of the holdings are scattered.

This Company has 12 Directors and all are wi:thin the first twenty. The
two' families claim 5 Directors of the total. This cannot also be called a
Director-controlled company, as the Directors own far less than hgjf the total
shares. They actually own 30.79, of the total, .and,‘of these, 259% is owned-by
thé two leading families. It is but natural their voice dominates in ghe laying
down of policies. Also, there does not appear to_be any possibility of any
other equally potent group forming itself unless tl}e presént control_lers dis-
pose of their shares en bloc, and this is a remote possibility. : ;

COMPANY—IX |

' Tﬁis mill’y bcldngs ‘to a still another important family in the disfrict,
Mr. AD’s. Besides this mill, it also owns Company XIV which is a private
limited company, and another Mill, : -
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In the distribution of holdings, the decline is gradual and ranges from
4.9%,, the highest, to 99, the lowest.

. I could trace and establish the relationship only for 8 persons in the list.
The three families to which these people helong are the AI’s, CE’s and CI's.
Company X1V, which is a sister concern, owns 39, of the total shares and
this is the only institution which owns large shares in the mill.

There are 12 Directors for this Mill and all of them are within the first
twenty. The three families claim five Directorships in the mill. The Manag-
ing Agents are called DI & Co., and in this, all the 3 .families have shares.
All the Directors together own 31.69%, of the total and, of this, the three
families hold 17.6%,—slightly more than half of what the Directors hold. All
the 20 shareholders put together own 48.49, of the total voting rights. In
these circumstances, there is no possibility of any other group, other than the

Managing Agents, emerging as a controlling force. Also, this mill cannot be
called ¢ a Director-controlled venture.’

COMPANY—X

This is yet another venture of Mr. AC’s group. As is the case with all
the mills belonging to this group, the two families of Mr. BC and Mr. AC
own a large block of shares. The first-mentioned family owns 19:3%, of the
total, of which Mr. BC owns 18.8%,, and this is the largest single holding. The
other family owns 7.3% of the total. The two families jointly hold nearly
279, of the total shareholdings. The shareholdings are fairly equally distri-
buted among the others. All the blocks are in the names of persons except in
three instances where they are held by institutions. The total amount of
shares owned by the first 20 is 41.39%, of the total. There is no possibility of
a rival group, as more than half of the voting rights owned by the first 20
shareholders are held by the two families. :

There are 7 Directors in all for this firm, and all of them are within the
first eight. Of them, all except 2 belong to the two families named. The two
others belong to the same community and it is possible that they are related
to these ruling families. The Managing Agents of this mills are A] & Co. This
Mr. A] is the son of Mr. BC and son-in-law of Mr. AC. This explains the
fact why the BC family owns a major part of the shares. ..~ - o

COMPANY—XI

Here is another mill belonging to the D group of mills. As ‘in another
Mill, this family dominates the policy of this Mill also.

o X
foee
In addition to the family owning a large portion of the shares in this
mill, two trusts, which are managed by these people also, own considerable
blocks of shares. When we estimate the share of the family in the total voting
rights, this also has to be included. These trusts together own 11.89% of the
total.

This family owns the Managing Agency also and is the principal policy-
laying authority. The total percentage of voting rights owned by this family
is 34.19%, (22-3%, and 11.89%, belonging to the trusts). The other sharcholders
own 10.6%, of the total and this clearly shows that there is no possibility of
any other group coming in,
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The total number of Directors for this mill is 14 and, of these, 11 are
from among. the first 20. Of the 11,7 are from the family. Thus, the control
is unquestionably vested in the hands of the D family by the majority, of the
shareholders who do not own large blocks of the shares. The twenty-first share-
holder in order owrs only about 1%, of the total. '

COMPANY—XII

If we had examined the records of the mill belonging to the year 1939
or about that.year, we would have found that this. mill was owned and
managed by a particular community. as many other mills in the  district.
During the war period, the ownership of the mill ceased exclusively to belong
to any .one community, as some of the major blocks were bought over by
another community. So, the mill now has both these community people as
Directors and policy-makers.

The Managing Agents for this mill are Messrs. AK & Co. This Mr. AK,
his wife, and children, all own shares in this mill and this is to the tune of
11-4%. Among the other imporant shareholders are Mr. BK and Mr. CK
who own 9-3%, and 7:29, of the total. Another big block, indeed the largest,
is owned by Mr. DK, amounting to 102%, of the total voting rights. The
holdings are concentrated in the hands of the first few people and the rest
of them are scattered. No institution has invested any considerable amount of

money in this Mill. All the 20 shareholders put together own more than haif
of the total voting power, i.c., 61:49%,. '

There are 15 Directors for this mill and, out of these, 12 are from among
the largest block holders. The minimum a Director is required to-own is a
block of 300 shares, and in the list, the last numbers own 303 shares. So there
is not much of a chance for any others to get into the Board of Directors.
Here, the divorce between ownership and control is not very pronounced
as in the case of some of the mills we have already examined. Shareholders,
other than those mentioned in the list, own only about 40%, or less of the total
voting power and this too is held in small blocks by isolated individuals. So,
there. is no scope for them to form into a rival group and try to take over
the management from the present owners-cum-controllers. :

‘ COMPANY-—XIII
This mill does not belong to any of the groups already mentioned in the
chapter. This is one of the oldest mills in the district and did not change
hands even once. The Managing Agents of this mill are Messrs AL. Bros. and

50, naturally, many among the first twenty are AL’s relatives. I could investi-
gate the relationship thoroughly in the case of this mill.

As AL is the central figure in this Mill, I will trace each of ﬁhe major
sharehelders’ relationship to him. In the Table, the numbers indicate the order
arranged in descending order of magnitude: -

- 1. Brother of AL - . 5. Daughter of AL
s 2 do ' ' 6 do e
"' 3. A Scheduled Bank. 7. Brother-in-law of AL, 7 '
" 4. Daughter of AL 8. Unrelated.
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9. AL’s brother’s wife. 15. An Insurance Company
10. ' do 16. Brother-in-law of AL and father of
11. Son-in-law of AL, husband of No. 11,
No. 4 17. Sons of a brother of AL
12, Unrelated. 18. A very close friend of Al
13. do 19. Unrelated.
14. do 20. do

Details of this nature are given to illustrate how it is possible that the
major block holders may be near relatives.

All the major block holders put together own about 37.59%, of the total.
Of this, a large portion is owned by the Managing Agents’ family.

There are 6 Directors for this mill and, of these, five are from the first 20.
From among these, only two are unrelated to AL. Thus, the control of
this family over this mill is complete. The majority of the shareholders have
entrusted the running of the mill to this family. Herein the divorce between
ownership and control is more pronounced than in manv of the mills.

COMPANY—X1V

"T'his is a Private Limited Company belonging to the Al group of mills.
‘There are 8 shareholders for this mill, and, of these, 3 belong to Mr. AI's
farily. Of the rest, two are waste-cotton merchants who are friends of Mr.
AL The remaining are millowners in the district. This mill has three Direc-
tors and these are from the family.

All through the chapter, 1 have written about groups of mills under the
control of one family. An attempt was made to arrive at such a grouping
without any outside information. The results of that experiment were given
in the chapter on < The Structure of the South Indian Textile Mills’. While
at Coimbatore, collecting information at first-hand, 1 tried to verifv the
conclusions I arrived at in that chapter. The conclusions were substantially
correct, and now 1 will try to adduce further proof to it. I will examine mills
in cach group and show that many of the sharcholders own substantial
hlocks of shares in each of the mills in the group.

From the information that I could gather, the D group of mills contained
the {ollowing
(1) Companies X1, (2) 1V, (3) & (4) two other Mills.

Of these four mills, we have data for the first and the second mill. From
out of the lists of the first 20 sharcholders, another Jist is made out including
only those names which are common for both Mills. Table 32 gives these
details and is seif-explanatory. In Coy. XI, the common shareholders own
more than 34%, of the total while the first 20 own less than 509, of the total.
In arriving at this, the shares held b'y the two Trusts which are run by the
family have also been included, while in the case of another Mill, the
common shareholders own only about 249, of the shares and the total for

the first 20 is 52-1%,. This works out to less than 509, of the portion held

by the major shareholders.
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Thus, it is clear that the family is interested to a great extent in these two
mills. '

The AC group of mills are supposed to be the following:

1. Coy. VIII. 4. A Coy. in another town. ‘
2. Coy. HL1. 3. A Coy. in another State. *
3. Coy. X.

Of these, only the first three belong to the Coimbatore district, and only these
are considered by me. A list on the lines already indicated is prepared. The
common shareholders in these mills are : the sons of Mr. AC, his brother, his
daughter and her father-in-faw, Mr. BC. These people own more than half
of what is owned by the first 20 in the case of Coy. VIII and Coy. X. Only
in the case of Coy. III, is this slightly less than half of the total held by the
major shareholders. Thus, we can show that the family is interested in all the
three mills. This confirms the street knowledge that these mills are controlled
by the same family. So, in these mills there is a divergence between ownership
and control. It is true that the present directors of policy have more: stake
than any individual shareholders but, even then, as they own minority shares
in the total, this has to be called an example of the divorce of ownership and
control,

The third group of mills are controlled by Mr. AI & Sons. This includes
the following mills :

1. Coy. IX, Coy. XIV and another Mill.
For our purpose, a comparison is instituted between the first and the third
mills. A glance at the list will convince us that the latter mill was started by
the important shareholders of the former mill. The relation is very conspicu-
ous and needs no further argument or proof. Thus, we have established that
the tendency of mills to group into clusters is a fact and not merely a market

gossip.
CONCLUSION

The foregoing discussion about the ownership and control in some of the
important mills in the Coimbatore district proves that in each mill there is a
dominant group which controls the mill and it has also been found that
there is little possibility of a rival group coming into existence. Those interests
which control the working of the mill own only a minority of the shares when
compared to the total, and these are well knit either in the form of business
connections or family ties. It is true that the extent of divorce between
ownership and control is to a lesser degree than in the U.K. (Vide Prof. Floren-
ce’s articf::). But before we institute a comparison between the two, we must
remember the most important part the Managing Agents play in the running
of our industry. It is very often that the Board of Directors plays the role of a
‘ constitutional monarch,’ and approves all the actions of the Managing
Agent. The abuses of this systém are too patent to be repeated here. Large
discretionary powers are vested in them and we can say that they are the
managing forces in the industry. I }}ave tried to prove with detailed illustra-
tions that it is often that the managing agent starts the mill, and his family
buys a considerable number of shares, may be only a minority share.
These people own large blocks of shares while the rest of the shareholders are
hopelessly divided with small blocks of shares and have normally little ‘or no

T.1.—24
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interest in the running of the mill. Thus, there is even here an clement of
divorce between risk and control. This is only a preliminary survey, and
further studies of this nature will vield very useful and interesting results.
Note :—

As was already indicated in this chapter, the Bibliography on this subject is very small.

Elementary Statistics of Majority Voting: Journal of the Royal Statistical Society
1946, Part I.

Seat of Control in Joint Stock Companies: Journal of the Royal Statistical Saciety,
1947, P. Sargant Vlorence,
TABLE 27 (A)

PERCENTAGE OF VOTING POWER HELD BY 20 LARGEST
SHAREHOLDERS IN SOME SOUTH INDIAN TEXTILE MILLS

Order Co. 1 Co. 11 Co. I
1 Pa * 139 Ba 7.0 Pal  * 4.]
2 Phl * 104 Ca 3.5 Ph * 3.9
3 Ph2 8.2 Pa 2.5 Pc * 3]
4 Pc 38 Ph 1.7 Pdl 3.1
3 Pd 3.8 Ta 1.6 Pd?2 3.1
6 Pe 3.6 Pc 1.4 Pa2 * o8
7 Pb3 34 Bb 1.4 Pd3 2.7
8 Ca 31 Bc 1.2 Pa3 * 96
9 Pf * 23 Pd 1.9 Pb2 26
10 Py 1.4 Pe 1.0 Pe * 9.5
11 Ph * 14 Pf * 190 Pt 2.5
12 Pj 14 ™ 0.9 Py * 05
13 Pk 1-3 Ch 0.9 Ph 2.4
14 P 1.3 Bd 0.9 Pj 2.4
15 Pm 1.3 Pg 0.7 Pk 1.7
16 Pn 1-3 Ph * ()7 Ba 1.7 '
17 Po 1.3 Cc 0.6 PI 0.9
18 Pqg 1.3 Pj 06 Pm 0.9
19 Pr 11 Pk 06 Bh 0.9
20 Ps 1.0 Pl 0.6 Pn 0.9
‘I'otal of 1st 20 66-6 300 46.6
Total No. of Directors 9 5 7
No. within Ist 20 4 9 7

* Director,
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PERCENTAGE OF VOTING POWER HELD BY 20 LARGEST

TABLE 28

SHAREHOLDERS IN SOUTH INDIAN TEXTILE MILILS

Order

1

O 0 N O s W N

Lot et T e T S v S S G )
O 9 O U s W N - D

20

Co. IV
Pa 3.8
Pb 3.8
Pcl 36
Pdl 2.9
Pe 2.4
Pd2 2.4
Pd3 2.4
Pc2 24
Pf 2:4
Pg 24
Ph 24
Pj 24
Pk 2.4
Pd4 2.4
Pc3 2.4
Pl 24
Pm 24
Ia 2.4
Pn 1.9
Po 1.5
51.1

Total of 1st 20
Total No. of Directors 13

Total No. within 20

11

Co.
Pal
Phl
Pa2
Ph2
Pa3
Pc
Pa4
Pd

Pe
Pf
Pg
Ph
Pj
Pk
Pl
Pm
Pn
Sa
Po
Pq

* Director

v
*17.7
* 7.2
6.2
6.1
58
* 5.2
* 3.0
1.3
1.2
1.1
1.0
0.9
0.7
0.7
0.7

0.6
0.6
05
0.5

63-6

Co. VI

Pa *11.8
Phl 2.8
Pc * 2.8
Ph2 2.6
Pd * 26

Pe 2.3

Pt 2.2
Pg x 1.5
Ph * 1.5
Pj 1.3
Pk * 1.2
Pl 1.2
Pm * 1.2
Pn 1.2
Po * 1.2
Pg 1.2
Pr 1.2
Ps 1.2
Pt 1.2
Pu 1.0
43.2

9
7

187
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PERCENTAGE OF VOTING POWER HELD BY 20 LARGEST

Order.
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N - O

13

20

DEVELOPMENT OF THE TEXTILE INDUSTRY IN MADRAS

TABLE 29

SHAREHOLDERS IN SOME SOUTH INDIAN
TEXTILE MILLS

Co. VII.
Pal * 78
Pb * 64
Pc * 442
Pd * 39
Pa2 * 27
Pe * 26
Pf * 2:1
Pg 2-1
Ph 1-8
Pj 16
Ca 1-3
Pk 1-3
Pl 1-2
Pm 12
Ta I'1
Pn 11
Po * 111
Pq * 11
Pr * 11
Ps * 11

468

Total of 1st 20
Total No. of Directors 13
11

Total No, in Ist 20

Co. VIII.
Pa *12:0
Phl * 48
Pcl 4-1
Pb2 * 3.9
Ba 2:8
Ph3  * 27
Pd %18
Pel * 1.3
Pf 10
Pe2 09
Ph * 09
Pj 09
Pk * 09
P * 08
Pc2 * 08
Pm * 0-8
Pn 0-8
Po 0-8
Ta - 0-7
Pq * 06

426
12
- 12

* Director

Pal
Pbl
Pa2
Ca
Pa3
Pd
Pel
Pe2
Pe3
Pf
Pb2

Co. IX.

%

%*

*

*

*

*

49
49
36
3:0
2-8
2:6
2:5
2:5
2:5
2-4
2.4
18
18
18

* 18

*

18
18
18
10
09

486

12
12
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PERCENTAGE OF VOTING POWER HELD BY

TABLE 30

20 LARGEST SHAREHOLDERS IN SOME

SOUTH INDIAN TEXTILE MILLS.

Order, Co. X, Co. XI.
1 PalX *18-8 Ta 8-2
2 Pbl * 22 Tb 36
3 Pc * |8 Pal 35
4 Pd * 1.7 Ph  *35
5 Pel Pe2 17 Pcl 32
6 Pb2 * 1.7 Pc2 *27
7 Pb3 * 1.7 Pc3 * 27
8 Pf * 1.7 Pd 2:0
9 Ca 1-3 Pa2 * 17
10 Pg 10 Pa3 * 1.7

11 Ph 09 Pa4 * 17

12 Pj 09 Pa5 1-7
13 Pk 09 Pel 1-3

14 Pl 09 Pf I+l

15 Pml Pm2 09 Pa6 * }-]

16 Ba 09 Pg  * 10

17 Ch 06 Ph *10

18 Pn 06 Pe2 * 10

19 Po 05 Pj 1-0

20 Pa2 04 Pk * 10

Total of Ist 20 41-] 44-7

Total No. of Directors 7 14

Total No, in Ist 20 7 11

* Director,

Pa
Pb
Pc
Pdl
Pd2
Pel
Pe2
Pf

Phl
Ph2
Ph3

Pk
Pe3
Pl
Pm
Pn
Po

Pq

Co. XII.
*10-2
* 9.3

35

* 28
* 27

2:3
* 18
* 18
* 18

1-8

1-2
1-2
11
10

- 09
614
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TABLE 32
TABLE 31 :
GROUP—1
PERCENTAGE OF VOTING POWER HELD BY 20 LARGEST MAJOR SH AREHOLDERS IN MILLS BELONGING TO
SHAREHOLDERS IN SOME SOUTH INDIAN MILLS. THE D GROUP OF MILLS AND THE PERCENTAGE
OF VOTING RIGHTS HELD BY THEM IN SOME
Order Co. X Co. XIV. OF THOSE MILLS.
1 Pal 39 Pal * 34.9 Shareholder. Co. V. Co. XI. Shareholder Co. IV. Co. XI.
2 Pa2  * 4.7 Ph * 964 Bf 132 155
3 Ba 2:8 Pa2  * 139 Mr. A ... 24 35 F 9:4 17
4 Pb] 2:2 Pcl 83 » B . 36 59 G . 2:9 1-7
5 Pc 2:1 Pc 83 , G ... 24 2:7 H 1’5 13
6 Pa3 90 Pa2 60 ., D .. 24 17 I . 21; l1-(())
7 Pd * 1.8 Pd 1-4 s E if 1-7 J . s
8 Pe  * 18 Pe 07 132 155  Total 9239 229
9 Pt 14 — o
10 Pa4 14 Total of the first 20 share-holders 52-1 44-7
H Ph2 1'3 ‘ :
12 Pg * 1.2
13 Phl Ph2 12
14 Pj ) GROUP—II.
15 la 12 MAJOR SHAREHOLDERS IN MILLS BELONGING TO THE
16 Pa5Pa6 ]2 AC-CUM-BC GROUP AND THE PERCENTAGE OF VOTING
17 Pb3 RIGHTS HELD BY THEM IN SOME OF THOSE MILLS.
3 * 1
18 Pk 11 ’Shareholderx. Co.l:{)]]. Cr);jI]II. Coi .7)(
19 PIIPI2  §0 ; - M. IE T o SN
20 Pm 09 3. ) M 41 2-7
Total of 1st 20 37.5 4., N 3.9 2.8 1-7
Total No. of Directors 6 5. ,, O 2.7 31 1-7
” lgt 20 ) 6. s P 13 3'2 18'8
7., Q 0.9 2.6 0.5
* Director . R —
29.0 20-1 266
— E—— - ——

Total of the first 20 shareholders: 42-6 46 6 41-3

~
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GROUP—I1I1,

MAJOR SHAREHOLDERS BELONGING TO MR. AI GROUP AND
THE PERCENTAGE OF VOTING RIGHTS HELD BY THEM
IN SOME OF THOSE MILLS.

Sharcholders. Cop. X1V, Cop. IX. PART—111.
I. Mr. R 13:9 4.9 I
200 S MEB0%) L g0 36 LIE
g oy G0%) o vs TEXTILE INDUSTRY & AL
$. U 0-7 18 PROBLEMS.
81-9 131
Total of the first 20 shareholders : 100-0 48.4

LIST OF MILLS USED IN THE ANALYSIS

Yane ] N S
1. Coy. 1 <o 20~ 1-1950 8. Coy. VIII «ev 31-7-1950
2., I o 6-5-1950 9 IX . 9239 195
3., III oo 24 4-1950 10, X . 30-4-1950
4. ,, 1V oo 29-11-1950 11y - 9-8.1950
5, V o 31-12-1950 . 9. »  XIT 3-6-1950
6. ., VI - 29-3-1951 130 xqqp e 27-4-1950
7., VI e 24-12-1950 0 14 xyy e 26-3-195]

T.J—~25



CHAPTER I -V
COTTON: THE RAW MATERIAL
SUPPLY OF COTTON

The supply position in Madras is necessarily related to the general condi-
tion obtaining in the Indian Union and this, i turn, is dependent on: the
world supply of cotton and its trade. So, a few general remarks on the nature
of supply and production of. cotton are essential as an introduction to the
particular study of supply conditions in the Madras State. .

"3

The position in India has changed considerably after the partition of the
country. In the war years, i.e., till 1945-46, drastic steps were actually taken
by the Government to restrict the cotton acreage, as nearly 2 million bales
of unwanted short stapled cotton was produced in the country. The partition
of the country has completely changed the situation, and India is now a
deficit country to the tune of 1'2 to 1'5 million bales.

World trade in cotton is not merely a movement of the produce from a
surplus to a deficit area bu.t depends on a ’numbe.r of factors such as, the
price of cotton, exchange ad justments and State action in the form of controls
and quotas, subsidies and price supports. At the present time, the large trade
in cotton by America with the European countries is maintained with the
help of the “ American Aid.’ The stability of production in that country ¢an
be attributed to the price support to cotton given by the State. There is a
feeling that the prices obtaining in India for cotton are lower than those for
their counter-parts outside. This has naturally led to a distarted pattern of
international trade. Distortion of thq old pattern is inevitable'if the countries
with a surplus of cotton try to use thx§ stapl(.'. to bridge the adverse balance of
trade. The devaluation of currencies in the important Commonwealth Coun.
tries has also influenced the position to a great extent. The net result is that,
in the world where production is obviously surplus, at present there is an
artificial sacarcity in some countries like the Indian Union due to the un-

naturally high world prices.

ACREAGE AND PRODUCTION IN MADRAS

The area under cotton in Madras can be divided into two categorics,
those under irvigation and those which are rainfed. Table 1 helow gives
us an idea of the cotton acreage in the State from 1918-19 10 1948-49. The
area under irrigated cotton was very small when compared to the acreage under
the rainfed variety. The trend of acreage and the factor influencing each of
them are different. Taking the average area in each quinquennium from
1918-19, the area under the irrigated. cotton increased from 160 thousand
acres to 258,000 in the period 1937-38 to 1942-43. There wasa fall in the arca
in the quinquennium ending 1932-33, and this was due to the general depres-
sion in that periad.. Again, the area under this head fell. from 1943 and, in
1949-50 estimate, is only 196 thousand acres, even smaljer than the origina|
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area in 1918-19. This can be explained b i i .
controls affected the chief irriga{)cd cottonyi;h:h%gt;gat(lggblggi‘gducuon o
, )
TABLE 1

TREND OF ACREAGE UNDER COTTO
- IN MADRAS STATE
40 (in 'thodsiitds of acres)i ¥ £

N CULTIVATION

Quinquennial Average

Year Irigated Uneirri o L ;
1918-19 2§1 3, !.ggfe"d ;‘ggi ‘ If-rllglated Un-irrigated
1919-20 132 2,339 047 y *
1921-22 132 1,783 1.915 _
1922-23 171 2,393 2,494 |
1923-24 233 2,632 P 160 - 9390
1924-25 275 - 2,866 3141
1925-26° 224 2,887 3111
1926-27° 182 2,022 2'904
102728 184 1,916 2,100 ’ ;
1928-29 234 © 2,930 2464 220 2,465
1929-30 208 2,269 : 2’477 b ‘ -
1930-31 137 1,904 2’041
1931-32 191 2,014 . 2'905
1932-33 . 212 . . 1,738 1950 . :
1933-3¢ 227 1,929 2’156 196 2,301
1934-35 207 2018 . 9’305 :
1935-36 292 2,373 2’665
1936-37 271 2.216 248
1937-38 295 - - 9948 2,543
1938-39 165 1,764 1’996 274 2,157
1939-40 210 1,986 219 7 S
1940-41 294 * 2,119 2’“3
1941-42 32} 2,220 254]
1942-43 302 1,908 2210 -
1943-44 274 1,913 21g; . 298 1,999 -
1944-45 182 1,489 1671 o
1945-46 235 1,377 1612
1946-47 205 1,567 1779
1947-48 147 1,202 1,349 o
1948-49 175 1,458 1633 209 1,510

’ .

The trend in the acreage under the pa;

h:s beeg a steady dcclincgin the acreaézl?rf:rcri) g(gtégntsi‘\g:s d(ijﬂ'eren(. e
thousan s'in the 1949.50 estimate. This steady decrease. Sall; acres to 1496
the fact that the cultivators found it more profitable tcan lacaPoained by
Ero(\{mdnuts_. This replacement of cotton by the other c(()) replace cotton by

e.dealt with in the next section. In recent years, the ropagargrops will
more food led to a further diminishing of the cotton acrebr S no2 1O grow
pronounced from the year 1943, " acreage. This is more

Taking an overall view, the area under cotton dccre;s od dﬁe o ¢
! two

reasons—ong, the imposition of the controls and, two, the gradual and steady
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replacement of cotton by the more profitable staple, g{oundnuts. When we
add this to the general scarcity of cotton in the Indian Union, the cotton

famine of the recent years can be explained.

TYPES AND VARIETIES CULTIVATED

After considering the acreage under two main heads of irrigated and
rairifed cottons, let us consider the various types of cotton grown in the State
and their special characteristics, There are about six important commercial
varieties in the State and, in addition, there are' certain exotic' varieties, only
of historical interest. ' SR C

, TINNIES

This rainfed cotton derives its hame from the Tinnevelly district where
it is largely grown and extends to Ramnad and Madura districts also. This is
a varying mixture of two types of cotton known as the Uppam (G. Herbac-
cum) and Karunganni (G. Indicum). Karunganni is grown in the central
strip which gets the benefit of both the monsoons. In the coastal regions where
the rainfall is late, Uppam, more suited to the late sowings, is largely cultivated
as a mixture. In the west zone, a mixture of Uppam and Karunganni is sown
in equal proportions so that it can take advantage of the certain early or late
rains. The mixture consists of the Karunganni with a staple of 3” and of
Uppam of 4”; and the strength of the former and the bulk of the latter make
up the variety called ¢ Tinnies,” commercially.

i WESTERNS

-~ This commercial zohe consists of the whole of the rainfed cotton areas of
Bellary, Anantapur and Cuddapah districts, and Pattikonda taluq of the
Kurnool district. The soil is mostly, ¢black cotton*® and the rainfall is from 20"
to 25" a good portion of which is received by the end of September. Two-
distinct types of cotton are grown in this tract, Mungari, a short staple type
(§”) sown early in the mixed loamy soils in July, and Hingari the late Herbac-
cum type, grown in the major part of the black cotton soil area, with a staple
of about § to §". The Hingari cotton was formerly exported to Japan; but
with the loss of this market, the area under this variety has gone down. The
Hingari crop which consists of more than 90%, of the crop in the westerns
cotton, is of medium staple, white in colour, and was exported formerly to
Lancashire but now to Bombay.

COCOANADAS

This cotton is grown in small areas in Guntur, Nellore, Krishna, East
Godavari and Vizag. districts. The name'is derived ffom the port through
which the cotton was exported, Cocoanada. The cotton is brown in colour
and is classified as Tharlapadu Red (Cumbum and Markapur of the Kurnool
district), with a very light colour and short staple; Red Cocos (Guntur and
Nellore) with medium colour and fair staple ; and red Rajahmundry of deep
red colour and short staple (Godavari and Vizag.) The staple is about 2” and
it is sown usually in June-July. Due to the fall of exports-demand for short
staples on account .of the World War II, the area under this head declined.
At present, it is locally consumed for hand-spinning and khadi work and has a
special value for.its natural colour, strength and dyeing properties,
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CAMBODIA

This is an exotic variety introduced into th,
. . e State a Thi
is grown as a rainfed crop and also as an irrigated cm;’m{;ﬁ%& T hx_s type
irngated areas ranges frorx_n 1” to about 3. The irrigated c'ro ‘} staple in the
dia 1s grown largely in Coimbatore and Trichy districts op of pure Cambo-

" Besides, a Cambodia — Uganda cross
S10€8, ecentl i
the Agrlcultura! Department as a summer crop, sovglnhi?lS hl}:irclh n tr(})lduc'ed by
of Ramnad, Tinnevelly and parts of Madura. This cotion l::lotm?n(ti:llséir;flts

' y

called, ‘Uganda’ has the longest staple in M d .
it is also grown as a rainfed crop inpSouth :rcl:ts.’ ranging from 1 to 1§, and

The main sowing season for Cambodia is September-December 4 d tt
nd the

crop is also grown as a rainfed crop in the Mad :
Trichy districts. l"”’ Coimbatore, Salem and

NORTHERNS

CHINNAPATTI

This is a small cotton grown in the north. .
Vizag. Itis a very short staple cotton (§") called al:zs:h:'qgu(;iéhepdiﬁtl;ict of
later name is due to the fact that this is sown after the fi aratt.” This
the wet lands in December-January TSt crop of paddy in

. A as a mixtu i :
cotton is locally consumed in some places of Vizag.rgist:?ctth itsg;-‘nge"y' The

MINOR VARIETIES

Pulchai : This cotton lends itself to eas ‘
y adulte i -
It belongs to a qeglcctuxx} type of cotton and jts en:lf;,t'(i’:t:lléh other varieties,
the result of an importation of seed for cattle-feed in a vye outh Ipdla was
local seed. ‘Some of the ryots incidentally used Year of scarcity of the

and found its yield higher than any of the locallt for SOWIng purposes as wel]

A cott ; L
this with others became so great that once jt thre(;?:hélc‘ih‘ioe\:]l' of mixing
iminate the

better varieties in the area. Then the Gover
n
Cotton Control Order 1932, ment of Madras Passed the

Nadam : This is the oldest cotton of the perennial var:
poorer types of red soils in the Salem and Coimbatol ” J e
precarious rainfall, no other type of v
Cotton Committee closed down its sch
to its inability to find a substitute,

ari Z gr?lwn in the
TiCts, where due 1o
e;c:;ttt)g_ €an grow. The Indian Central
replace the Nadam cotton due

Bourbons : This is a perennial variety, th
. - ¥, the only iv .
types of the exotic cottons introduced into the laridsi\:]nt]}?al of the various
century. It is grown in the isolated parts of the COimb: 90’s of the 18th

generally is grown as a mixture with Nadam, Though thti(;reh distriqt and
as a ginning

-
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percentage of 24 to 28 and a staple of 15/16”, its lint separates itsell readily
from the bolls, and so necessitates the picking of this cotton immediately
after the hursting of the bolls, and this is said to be one of the reasons why
this has lost favour with the ryots,

TREND OF ACREAGE UNDER DIFFERENT VARIETIES

Tinnies including Karungannis : The area under this head was at a maximum
in the year 1925-26 and fell to about 7 lakhs of acres in the period 1934-42.
‘Thereafter it further declined in the war period and was as low as 4 lakhs of
acres in 1947-48, But better prices now obtaining in the market for this style
has boosted up the acreage again to 5 lakhs of acres.

Cambodia : This cotton is grown both as a rainfed cotton and irrigated
cotton. The total acreage under it rose progressively from 2§ lakhs in 1930-31
and reached an acreage of 5} lakhs in 1937-38. After a fall in 1938-39 and
1939-40, it shot upto a maximum of 64 lakhs in 1942, From the time of im-
position of control and restriction of acreage, the area fell to 3:2 lakhs in
1944-45 and 2 lakhs in 1947-48. From then, there has been a slight rise in
the area in 1949-50 to 2'5 lakhs of acres. Between the years 1935-45, rain-
fed Cambodia was about equal to irrigated Cambodia but after the year
1945, there was a greater fall in rainfed Cambodias. This can be explain-
ed by the fact that in rainfed cotton regions, groundnut was a great competi-
tor and, because of more remunerative prices, it succeeded in ousting cotton
1o a great extent. ’

Uppam and Nadam : The area under Uppam was a small extent of 56,000
acres in 1930-31 and this was, on average, maintained till 1937-38. Then,
there was a rapid fall in the area ahd now it has a negligible amount of 8,000
acres. The acreage under the Nadam also registered a decrease and today
has an area of 5,000 acres. The reason for this is the gradual replacement by
the more profitable groundnut crop.

Northerns and Westerns : The total acreage under this head was about
9 lakhs of acres in 1930-31 and this fluctuated from 8 to 10 lakhs of acres
during the period upto the second World War. Even after the outbreak of
hostilities and up to 1943-44, this variety maintained an acreage of about 10
lakhs and the decline began from then on. In the year 1944, large stocks of
cotton were accumulated and soon after, the export markets for this type of
cotton was lost. These combined to reduce the acreage to 6 lakhs in 1947-48.
Subsequently, the area rose to 8 lakhs of acres.

Cocoanadas : Under this head, the acreage fell steadily from 1'6 lakhs to
67,000 in 1948-49. This fall was due to the replacement of cotton by the
other commercial crop in the area, Virginia Tobacco. The lack of export
markets for the short staple varieties in the past few years led to the further
fall of the acreage. This loss of the export markets led also to the easy
replacement by tobacco and groundnut crops in the area.
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TABLE 2

TREND OF ACREAGE UNDER VARIETIES OF COTTON IN MADRAS STATE

(In thousands;
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THE EXTENT OF REPLACEMENT OF COTTON BY
GROUNDNUTS

Table 3 on p. 202 contains information about the decrease in the cotton
acreage for the last 22 years arranged as 4 quinquenniums and [ two-year
period. It also contains the increase in the acreage for groundnuts in the
same period, The changes in the major cotton zones like the Northerns,

Westerns, etc., are given. :

Gocoanadas : In this area, the decrease in the area under cotton was more
than offset by the increase in the groundnuts in all periods. The inference is
that groundnuts have replaced not only cotton but also other crops.

Iesterns : In the westerns region, the changes in the acreage of cotton and
groundnuts have a great similarity. A fall in the cotton acreage is accom-
panied by a corresponding rise in the groundnut acreage. The large fall in the
cotton acreage during the depression of the years 1928-33, and again.in the
postwar period from 1946-48 can be accounted for partly by the increase in
groundnuts. Even the recovery in the cotton acreage in the period 1949-50
can be accounted for by a reduction under groundnuts.

Northerns : The acreage under this cotton was related to the area under
groundnuts. For a decrease or increase in the cotton acreage there was a
corresponding movement in the groundnut acreage. But the rise in groundnuts
was of a much higher order signifying that the replaced crop was not cotton
alone but others also.

Central Districts : Here, the decrease in the rainfed cottons is due Iargéjy
to the increase in the groundnut acreage. This was particularly so in the
periods ending 1933 and 1948.

Southern Districts : In this area, the decrease in cotton acreage was more
than the rise in the groundnut acreage. The inference which we can draw
from this is that the cotton crop was replaced by not only groundnuts but also

by other crops.

On the whole, it can be said that groundnuts have played an important
part in the replacement of cotton. This was markedly so in the rainfed
cottons, chief among which were Westerns, Northerns and Cambeodia. This is
due to the high prices of groundnut in the market and the remuneration from
that crop being much greater than that for cotton, especially in the postwar
period. In all attempts to grow more cotton, the relatively low prices of cotton
are a great impediment.

Td —26 - - - : .
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TABLE 3

DEVELOPMENT OF THE TEXTILE INDUSTRY
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1947-48

1937-38 1942-43

1933-34

o
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21

29

53

151
— 63

50
274

Decrease in Cotton
Increase in G’nuts
Decrease in Cotton
Increase in G’nuts

Cocoanadas :

—126
— 96
— 44
— 4]
—150

15
177
143

15

123
122

Westerns :

90
108

22
— 42

— 14
— 25

83

140

“re

Decrease in Cotton
Increase in G’nuts

Northerns :

Central

95

— 18 13

Decrease in Cotton 77

Districts :

(Cambodia &
Karunganni)

‘South :

117

- 81
136

19

70

18

149
— 94

76

98

48
431

654

Increase in G’nuts

o2
-+

— 87

Decrease in Cotton
Increase in G’nuts

IN MADRAS

2]
=]
|

79
519
426

30
129
297

— 14

Decrease in Cotton
Increase in G’nuts

Total :

245
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IRRIGATED COTTONS

The recent drop in the acreage of the irrigated cottons was due to the
failure of rains in the last three years, in areas where the cultivation is done
under well irrigation. One of the reasons for the decrease in the area under
Cambodia in Coimbatore is the cultivation of food crops like the Ragi, etc.,
even in the garden lands. It is more profitable to raise two crops of cereals
than one crop of cotton and, in some places, tobacco was as paying. The
shortage of food crops in recent years led to the drop in the cultivation of
cotton_and utilisation of that acreage for food crop cultivation, especially in
the Coimbatore and Salem districts. ' i

PRODUCTION IN MADRAS

In estimating the production of cotton, account is taken of the area,
normal yield and: the seasonal factor. The yield in the irrigated lands varied
from 250 1o 300 1bs. of lint while that in the rainfed ‘areas is only 50 to 125 1bs.
As already indicated, the area under productioni of the irrigated cottori was
small and consequently the yield was also about 30%, of the total. The average

yield per acre in Madras is very low and the same is the case in India too.

The low yield was due to the fact that most part of the crop was rainfed.
So if we are to increase the production by increasing the yield per acre, more
cotton of the irrigated variety should be grown. The irrigation projects like
the Tungabhadra and the Bhavani, which are under way, will be of great use

for this purpose.

SEASONAL FACTOR

This indicates the effect of the season on the yield of the crop every year
and is.weighted average of every district expressed as a percentage of the
normal yield, for each variety of cotton irrigated and un-irrigated. The chief
difficulty with the seasonal factor is that an average for a series of years, both for
the State and the districts, ranged only between 80 to 939%, and never 1009, as
should be expected. There is, therefore, an under-estimate in the statements of
the village officers. Even i a correction is applied to the seasonal factor by

expressing it as a percentage of the average of the three years, it still remains
under-estimated.

COMMERCIAL CROP

In India, returns are available regarding the quantity of cotton pressed
by the factories and the loose cotton received by the mills. The total of these
two is the commercial crop after allowing for the crop that is retained in the
country and the extra factory consumption. There is also available the
revenue estimate, based on the seasonal factor and the normal yield. There is
bound to be a difference between the two. Tt is instructive to enquire into

this difference.

In the case of ‘Tinnies and Karunganni, the average of commercial crop
differed by 4-5%, on the average for the last three years. As regards
Cambodia, the difference in the same period was 199, and in one of the years,
the two estimates were the same. The variation was consistent in the past
years and so, an increase in the normal yield of Cambodia by 20%, will be
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IMPORTS OF COTTON INTO MADRAS

For the normal period 1933-38, the imports of ¢ Ameri > {

. » ’ m : ‘
of the receipts, other than Southerns. Thigshows that tit%atr;ste itr(:lrme?' o 701/0'
hetter stapled cotton from outside. porty mosth

‘Then, as regards imports from ov
o ) > erseas, they are of long st !
mixing with the local medium staples for spinninyg higher co%mt?g? Sy:rsfld tor

There is a very little im
port of short stapled cottons due to
that the local short staples are more than enough for our consumptiont he fact

When compared to Bombay and Ahmedabad, Madras enjoys a partial

self-sufﬁCICnCy Wlth legard to me: sta le(l cot ons a O (8)
dlum
p t S nd SOISIn a pOSltl n

Table 5 shows the imports into the State fr
) 3 1 . om 1933.3 -
g:)\‘rﬁtg:tall]'sk of the origin of imports. Cotton comes to 35 t({)‘rcl'r?:}ggféi Ir:
o Pakisstal e IEgypt, Sudan, etc.,, and also from Bomba'y and Sigd
cott‘on N n).r mports from other provinces are by sea and rail. Most of the
omes from Bombay as it is the chief port importing Americans.

TABLE 5

IMPORTS OF RAW COTTON INTO MADRAS
(in thousand bales of 400 Ibs.)

Bombay, Sind, etc.

Year Foreign By Sea By Rail Tatal:
1933-34 4 45 62 ‘
934-35 7 55 34 96
1935-36 9 69 25 03
1936-37 1 79 65 1o
1937-38 27 H4 57 198
! ggg—ig 9 81 57 47
1939-4 17 139 103 250
1940-41 ! 182 181 379
194142 4 118 170 3
1942-43 4 95 o7 196

- 195
1944- o
- D
1946-47 20 | 3
195
CEEE Y R
- 42 133 35% 310

*Average of 1946 and 1947,

lndLIlStl Ys and this is reﬂected in the increase in th

the fa 3 1

h St part of the war, when our f!’Ol’lthl‘S were areas of Operations imports
]

of these from foreign countries i
have increased and they were 42&%“&2112; gﬁaigtiéi;ter the war, the imports
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Seaborne trade from Bombay followed the same pattern as foreign
imports with the exception that during the latter half of the war period inland
imports increased compensating the loss of foreign imports.

Taking an overall picture of the imports into the State, they increased till
1939. The war boosted up the total again and this continued till 1942-43. In
the later war period, the imports were greater than in the prewar years but they
were smaller than the peak which was attained in 1940-41. In the postwar
years, the total decreased even though the level of imports was greater than
in the beginning.

_ The total supply in the State is the total commercial crop plus the total
imports. Out of this, some part is consumed by the mills and some of it is ex-
ported to Japan and other countries which have a great demand for our short
staples,

DEMAND FOR COTTON

The supply of cotton, like that of any other agricultural commodity, is
considered to be inelastic, whereas the demand for cotton, being a demand for
cloth, is elastic.

It has been found that there is a general tendency for the supply of
cotton to adjust itself to the demand conditions. This is unlike the case of
several other commodities. As a result of the increasing demand for finer
varieties of cloth, the demand( or better stapled cotton is increasing. While the
demand for long staples is increasing, the demand for the short staples is fall-
ing. Hence, the demand for better staples is elastic, there being a more than
proportionate rise in the demand when the price falls. This is an exception
to the general rule of the inelasticity of the demand for cotton. The demand
for the short staples follows this rule.

SHORT STAPLES »s LONG STAPLES

When supplies of short staples are in excess of demand, their prices tend
to fall more than proportionately to the increase in supply (other things
remaining equal), when, simultaneously, the supply of better staples also
increases. On the other hand when the supply of short staples is deficient, their
prices rise but only up to a certain limit, as demand for short staples is limited.
The rise may not be significant unless the supply of the substitutable long
staples is also deficient, at the same time. When the supply of both varieties
is short of normal requirement, the prices of both rise but the latter will show
disparities when compared with the former.

EXPORTS

The main demand for certain types of cotton is from other countries.
Hence, the demand from overseas will have to be studied in detail. Once we
find out the types that are exported, the residue and the imports give the
total mill consumption.

Relatively to production, Tinnies, Westerns and Northerns figure more
prominently in exports than Cambodia. The reason for better stapled cottons
being not exported in large quantities may be stated in the following words
of Mr. N. S."Pearse, Secretary of the International Federation of Master

Cotton Spinners’ Assocjation, England,
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¢ The best qualities of Indian cotto i i
the consumption of the Indian mills as tﬁeé;riae: t:f;‘(l)}x’-ci( etI:)t ll; thﬁ'cﬁuntry'f' or
tl:)an the Eur:opean mills, seeing that they have no freight topay' ’lIgh ac hotter
!(mds of Indian cottons serve to the mills in India the samg . e hetter
fmported cottons from America in the case of the Europe: pur_;;;)se 35 the
imports from America, the freights are high.” pean mills. On the

"Table 6 records the volume of trade in cotto ;
countries, The period is fairly long, extending fr:me xl%%r:‘)’t.e:;i‘} ]:z 15527.% other
TABLE 6

EXPORTS OF COTTON FROM M '
(in thousand bhales of 400 Ibs.) ADRAS

(@) By Sea to foreign countries

Year Japan China :
193334 - - O Total
1934-35 79 - 5121 190
1935-36 - - 147
193637 141 - 23 17
1937-38 86 - 1 251
1938-39 - - 9 162
1939-40 46 4 112
1940_41 9 o7 2 162
194142 16 __— o 145
1942-43 - - _ 34
194344 - - - S
1944-45 - . - _ S
1945-46 - - g a
1946-47 - - * I
1947-48 8 - _ ;
- 39
(b) By Sea & Rail to other Provinges
By SEa
Year By Ran
Bengal  Bombay Total B . Grand
1933-3¢ - T T ey Myt oot T
193435 - - 99 79 24 104 o3
1935-36 - - 80 57 27 88 208
1936-37 - - 33 44 26 71 les
1937-38 - - 33 24 23 104
1938-39 - - 31 28 21 ig e
1939-40 - - 7 47 17 71 80
194041 . -0 45 e 78
1941-42 - - 12 * Tx .3 83
1942-43 - - 1 x x 123 135
1043_44 4 | 5 * . % 9%
194445 2 3 5 * . 2 7
194546 718 25 84 g9 139
1946-47 1 5 6 37 33 % 139
1947-48 20 16 36 48 15 02 68
1948-49 25 9 34 45 13 gg* * o
* Not available. ** Estimated from im .

portant rail .
Calendar Years 1947-1948.7049. " * o
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Among the foreign countries importing our cotton, Japan claimed a large
portion. Most of its demand was for short stapled varieties like the Tinnies,
and it competed in the market with the local mills and also other countries
for the varieties it required. The exports of cotton to this country and its
import of cloth to us has been the subject of many negotiations and trade
treaties. This was dealt with in the chapter about the activities of the Tariff
Board and does not need repetition. In recent years, the exports to this country
suffered due to the war and even though it continued to import our cotton
in the early years of the war, the trade with the country stopped almost
entirely with its entry into the war. This country, one of our largest exporters
of cotton, is still under allied occupation and it may take a long time
hefore the prewar level of trade is established.

The European countries, excluding the U.K., formed a group of stable
consuming countries of our cotton. Their demand was mostly for medium and
better stapled cottons. These were, as already pointed out, in great demand
in the market due to local competition. The demand from these countries was
not so important as the Japanese demand for Tinnies in the South Indian
markets. From 1939, after the starting of hostilities in Europe, this demand
has practically stopped. After the war, the economy of these countries has heen
shattered and America, which is the important exporter of cotton to these
areas, is doing so under the ¢ American aid.” As will be pointed out later,
these countries are trying to attain a cotton self-sufficiency by producing more
and more rayon. This way of attaining self-sufficiency will be discussed in
the last section of the chapter.

The demand from the U.K. was also a matter of several trade agreements.
The requirements of this country are mostly for the better stapled varieties
and these are mostly purchased by the local mills. Due to the cheaper prices
of Americans, this country prefers to buy from there. Even though the
exports of cotton were a major factor in the trade between India and U.K.,
it has ceased to be important in recent years. The increasing mill demand
for local better stapled cotton is one of the reasons for this.

Now, coming to the inter-state trade, the chief importer of our cotton
was Bombay. In the inter-state trade, the Westerns and Northerns play
an important part. This is because there was until recently no mill in
the Ceded Districts and even now there is only a small mill called the Rayala-
seema Mills. The total volume of trade under this head has been steadily de-
creasing as inland mill centres like Ahmedabad have stopped importing the
Southerns cotton. The States next in importance are Mysore and Bengal but
the trade even with them is decreasing. The decrease in exports is due to
two reasons: l.the decrease in short stapled acreage from 1943. As the short
stapled varieties formed the bulk of our exports, the diminishing of the area
under them was a definite blow to the trade ; 2. the export of better varieties
did not form a major part of the trade. Even the little that was previously
sent out could not be exported due to the local mills wanting more cotton.
In a way, the decrease of exports is an index of the growth of mills in the

area.

NET SUPPLY OF COTTON

The net supply of cotton consists of the commercial crop, plus imports,
minus exports. This is the source from which the mills draw their supplics. The

TL—27
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entire supply in any one year may not be utilised in that year alone. The
balance will be carried forward in the shape of stocks for the next year. If
there is a deficit either in the production or imports or an abnormal rise in
the exports, this will come in handy.

Table 7 contains details of net supply and consumption in the mills for

the years £940-49. This period is selected as it has hoth surplus and deficit
years,

TABLE 7
NET SUPPLY OF COTTON IN MADRAS

(in thousand bales)

Year Commercial ~ Imports  Exports Net Ml Difference
o crop Supply’  consumption
1940-4 542 371 228 685 '
1941-42 - 645 302 109 778 2?)3 };(5)
1942-43 . 730 196 97 829 651 178
1943-44 439 248 47 640 646 6
1944-45 514 245 139 620 674 —
1945-46 553 180 148 585 566 e
1946-47 450 256 69 637 510 >
1947-48 417 197 138 476 561 o
194849 366 210 92 484 47 1

"The total consumption in the local mills i

. ! al mills increased, due to

the local {ndustry. This is not peculiar to Madras a]or;e and ttllllc By th of
the same in the case of the Indian Union too. ¢ trend was

' The next point that we have to consider i
' . nsider is th i
consumed in the mills by varieties. ¢ amount of cotton that is
In the case of Westerns, the local d
) , emand was
it was exported to other States, mostly Bombay. 7ot s great and most of

Salems are substitutable for Tinnies and so ;
were in short supply, as in 1930-31, 1931-32 s'(;)nldn }234{?5!'5 frhen the latter
Salems increased. » the demand for

The consumption of Cambodia and Ka ii
mills due to the Coirpbatore mills increasingrt‘lllltle\?ra ;?;dglcctx_‘eased in the local
of yarn. Due to the intensity of local demand, the prices of of finer counts
not influenced to a great degree by the Bombay pricgs * of Cambodia were
The demand for Tinnies by the local mijjls ;
supply of Tinnies was ‘also steady and the irrlr:rl;sl: ;?rge ond steady. The
varieties depressed the prices. SUPPly of the better

Table 8 gives an idea of the consumptio
ties of cotton in the State. The demand If)'or ?hi%;}:ff It of important varie-
from export while the demand for the other Souther s lko g as mostly
Tinnies was from the local mills. On an average, duri:;; iﬁ‘:pca,mg(idia and
eriod 1943-47,
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the total production of cotton was 487,000 bales; out of this, 342,000 bales
were consumed by the mills and only 132,000 bales were set apart for export.
'This shows the intense local demand for Southern cottons.

TABLE 8

AVERAGE RECEIPTS OF RAW COTTON IN
MADRAS MILLS—1943-47
(in thousand bales of 400 lbs.)

Madras Cottons Consumption Crop Export
Westerns _ 15 } 11 94
Hingari: Mungari I 12
White & Red Northerns ... 10 8 5
Warangal & Cocoanadas ... 2 12 -
Chinnapatti e 1 } 3
Tinnies - 48 193 l
Karunganni 70 } 1
Nadan: Bourbon 6 4 -
Cambodia 189 229 . * 14

. Total 342 487 132

SEASONAL VARIATION IN DEMAND

The mills have to work in all the months of the year. As such, they have
to purchase cotton even in the beginning of the peak season, so that they can
keep stocks for three or four months ahead. This will give them an idea of
the probable margins that they can expect and will enable them to enter into
a forward contract for yarn. :

The Madras Mills receive maximum supplies of Westerns and Northerns
from August to October, foreign cottons from August to October and
Pakistan cotton in the same period. There are usually no receipts in the
months of February to May. Mills in Coimbatore arrange to have supplies of
cotton in March to December for Cambodia, with a peak in May-June, and
May to December in the case of Karunganni. Foreign cottons come in the
months April to December. The receipts of cotton are well spread out. The
mills at Madura get most of their supplies of Cambodia during May to October
and Karunganni from May to December. The foreign supplies usually reach
a peak from July onwards to November to supplement the local cottons, when
short, but the arrivals in recent years are dependent on the availablity of
shipping space, etc. C

-

PRICES OF COTTON

World cotton prices are influenced by the United States which practi-
cally supplies to all the consuming countries. Prices in that country are deter-
mined by many factors, both national and international. They have ranged
from the lowest level of 54 cents in 1844 and 1931 to as high a level as 101
cents in 1863, during the Civil War. The prices were sometimes supported by
Government actions in 1937. The prices prevailing in 1950 are supposed to
be higher than in any previous years, with the exception of the Civil War years.
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TREND OF PRICES

rl‘ l G )
able 9 can be used to find out the trend of prices in the Madras

Cottons and also to compe ;
pare the trend . -
oo New York. in the other cotton markets like Bombay

The prices of all cottons fell fro
) al m 1936 to 1939 by : ; :
ffﬁl}ll‘ev:zeiilg;n?hn ifmll all cottons and can be called a W(})/rr(;)?;lt] o :100. r‘rhls
o From the eyezr ;gg}g}rliﬁs was different but the trend was elsnsetnt?aﬁncttt:l&
';Cl’ewasatd" C 1ally the
'gfl_}féce% }(;f Cgmbodla rose from Rs.S 537%; lsle 91519 tt};e Il)il;lcgsi')gf ?'H fostons.
Karungz;nni ;smglssvwas to be_found in the cottons of other ar a tlhe e
Re. 705 for Cambod‘?S[er{{S. The peak was reached in the year 1;2; nge t-he
From the year 1943 lt?{e pIS'i.C‘ZZEi) if(?;) t:(arunganni and Rs. 497 for V(’est:,rlrt?
y : AR on were control -
; Oggr(::; \:/el:lldlgl ((:ifealtdw1th in the next section. The ;(;:11?";??3: tge ?tory of the
A e e Ay lgln the rise might have been far greater ifnf - e arketine
bied in 1648 w fe;mgzzodtwlllat the.free markets would have bé:g Ixirketlﬁg
£ th : decontrol was given effect to. Taki ] s exhi-
(I;ritc et; g?i;o;l, thve prices of Cambodia increased frorri1 1;{1‘51g237r§ ol pture
runganni from Rs. 260 to Rs. 720 and the priécs of %é}t& 848;. the
sterns from

Rs. 227 toRs. 738. T i :
Rs. 1,450. he prices of American cotton increased from Rs. 335 to

FLOOR AND CEILING PRICES FOR COTTON AND TH
COTTON CONTROL :

As a first ste .
p towards cotton .

Order und L control, the Govern . L .

fomardréoz‘;rta}llggl?efence of India Ru]es, that no E:erlsr;?ir?i fndia 1§sucd an

ing on the 20th oi i\rlllzg:’Sp]%C;?’of 1;:ulrrent crop, and that every co}rllt(;gtir e ar(\iy

ct outstana-

rates as th ¢ shall be deemed to be closed

on that b:sige?ﬁtlrlal Government may determine, and aﬁz di?{r'ld settled at such

Forward Coniract \(/:v(:sltéafits gntered into after the 20th wer(::rcx?tfﬁs bedsettl%d

Cotton Onti efined as contract for a delive and vore.

in Teji orpl\}loar;fdiog‘jeﬁ‘dlf‘tf. prohibited the right to sellrglna(t:oaitfc‘)liltlfl'ri date. The

the members of the E ndi-Teji. But the forward contracts entu ugc by

October 1943 from th:s(t)p{e?gtl'a CottfonhAssociation were cxclugli‘zl (:gt%;:g

. ions of the P N A

price was not less than Rs. 400 and not m;?(}al ltt)}llt;ﬁnROsrggx(‘; provided the

- per candy of

784 1bs. for Indian contr i
‘ act (ba: i ] ithi
prices fixed for different styles( ofsttz{grlxua)’ he within the floor and - ceiling

At the same ti
whomsoever hekci E\mlc(’ at:::: ﬁogrr:lrgcnt offered to purchase the new crop by
rices or thei %, ay or any upcountry pl

}t)o e 900 i:: :llv}})l?::)l}lmtry equivalent when the prri)ces 2frtyh§’ l_gce_ at the floor
floor price’s o markcase this style or other styles would be asxlsljarxlla fell
prices reaching the ° .1\{alue whichever was lower. In thep(l:1 e ase? 2 e
ceiling price, the G : vent of cotton

cotto i . ’ overnme g
n as required by the mills at either the ceilin;l tra‘zeog:da requisition such

ny price.

No purchase by th
v the State was made i
however, given i ade in the Madras .
through ,tl%e f:a“]: 194445, and an arrangement to ma:‘l:ceta . };A‘ subsidy was,
e Westerr eting organisation was made. All this w. t € unsold crop
n cotton. In January 1948, the control on tha: pl:}c:so n}l ecton
ol cotton
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ere re-introduced in September 1948. The re-
bnormal rises in_the prices during the period.
The controls throughout the period were for lint only, and in 1948 many re-

resentations were made that the prices for lint were very low and that the
mills had to pay a greater price than the ceiling price for lint, by purchasing
kapas which was not controlled and, consequently, was being sold at 2 high
price. On behalf of the grower, it was represented that the control prices
were unremunerative when compared to those for groundnuts, which was a

competitive crop.

was removed and controls W
introduction was due to the a

In their difficulty in procuring cotton, the mills bought cotton at the
highest possible rate, irrespective of quality. Where this was not possible,
they bought kapas at high prices and converted it into lint. This worked out
to more than the ceiling price for lint.

The rates fixed were for Bombay delivery, fully-pressed per candy of
784 Ibs. nett ex-seller’s godown, Bombay. For places other than Bombay, the
rate will be less by a sum equivalent to the railway freight from the place o
origin to the place of delivery to the buyer, plus Rs. 10 per candy. The place
of origin means the railway station nearest the Press Factory where the cotton

was pressed.

The ceiling and floor prices were increased during the period—see
Table 9. For Cambodia, it was increased from Rs. 760 in 1944 to Rs. 830 in
1950. The increases in other varieties were, in the case of Karunganni from
Rs. 505 to Rs. 575 and Westerns from Rs. 660 t0 Rs. 830. Apart from these
rates, there are ¢ Off” & ¢ On’ allowances for class and staple.

A SUGGESTION FOR FIXING THE RATES FOR =
_ MADRAS COTTON
In Madras, more than 809, of the production is consumed locally-in the
Mills, and a good portion of it is delivered as loose cotton. So it is desirable
to fix the prices as applying to delivery-at the local mills. P
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TABLE 10
AVERAGE ANNUAL PRICES OF KAPAS

(Imperial maund of 822 lbs.)

DEVELOPMENT OF THE TEXTILE

Tirupur
Karunganni

Cambodia

Adont
Westerns Farm

Nandyal
White Northerns

Guntur
Cocoanadas

Year

Rs. A. P.

Rs. A. P.
10 2 O

Rs. A. P.
614 0

Rs. A. P.

Rs. A. P.

513 0

1937
1938
1939

1940

1941

7

14

412 0
414 0

Lo}

100 0 O

11

6 0
12 8 0

11

614 0O

614 0
510 0O

=
o]

4 11

12 5 0
22 14 0O

0

8
28 0 0
23 2 0
24 0 0
27 2 0
24 10 O
37 7 0

615 0
14 8 0
1012 0O
10 5 0
1413 0
18 0 O
18 6 0
26 13 0

1942
1943
1944
1945
1946
1947
1948
1949
1950

INDUSTRY IN MADRAS

0 0

21

12 5 0
1013 0

20 6 0
21

12 5 0
12 2 0
19 2 0
19 0 0
2 3 0
27 13 0

el
©o

912 0
12 10 O
16 3 0
16 2 0
22 6 0O

27 11

2312 O

22 7 0
33

33 0 0

3615 0

0

35

39 2 0

30 8 0

28 15 0

0
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PRICES FOR KAPAS

It has already been noted that in a rising market, mills arranged to
purchase cotton in the form of kapas to avoid exceeding the ceiling rates for

Jint. Recently, the Government notified their intention to control the prices of
kapas, but this power has not yet been used. :

The general trend of prices of kapas was similar in regard to the peak
in 1943 and the abnormal rise in the decontrol period of the year 1948.

When considering the prices of kapas, we must remember that the prices
of lint were to be within a limit whereas kapas prices were free to be
decided by the market action. By the sale of cotton as kapas, the grower
loses the value of the seed but gains the ginning and incidental expenses. The
price of kapas for the same quantity sold as lint depends on the above
factors and the ginning percentage. Table 11 shows the prices of cotton
when sold as lint and when sold as kapas. The value of cotton when sold
as kapas includes the ginning charges minus the value of the seed. This price
of cotton is compared with the price of cotton when sold as lint.in the Table.
During the years 1949 and 1950, it was more profitable to sell cotton as kapas
than as lint. The value of cotton when sold as lint was higher than the value
when sold as kapas in almost all years, and this difference was very great
in the recent years. The years 1943 and 1948 are the years when prices of
cotton reached a peak and this is also reflected in this Table.

In the purchase of kapas, the actual net price was debited to the mills
after allowing for the incidental charges of ginning and the sale proceeds of:
seed. In the case of Westerns, the price by the sale of kapas was always higher
than the sale as lint from 1943, while before 1942, they were about the same.
In the case of Karunganni there was a close correspondence between the
prices when sold as kapas and when sold as lint till 1945, Up.to 1945, thesale
as lint was more profitable. It was only in the year 1950 that the sale as
kapas was about Rs. 200 higher per candy than the market rate as well as the

ceiling rate.

During the year 1950, {he South Indian mills entered into an agreement
to purchase kapas only within a rate of Rs.‘L‘?)O per pothi of 280 lbs. -of
Cambodia and Rs. 110 for Karunganni. This woiks out to about the ceiling
price of lint. This agreement was faithfully kept up by the mills when buying
Cambodia in the Tirupur market from 21-2-50, to 23-3-50 and about 25,300
pothis of Cambodia were bought at an average price of Rs. 121-6-0 per pothi.
“This agreement did not work for Karunganni or for Cambodia after April
1950. This gentleman’s agreement to bring down the prices failed due to the
lack of concerted action among the mills.

The effect of control was to considerably reduce-the relative value of
these cottons in the local markets. In the case of Westerns, the prices were
dependent on the prices at Bombay, as this was the chief importer of this type
of cotton. This cotton is getting more precious relatively to its quality, pro-
bably due to reduced production of other cottons. So.it is naturally substi-
tuted for others in the mills. S

T'lf"zs
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PRICE VARIATED DUE TO QUALITY IN THE SAME TYPE

Even in the same day and in the same variety of cotton as Camboc!ia,
ality variations such as freedom from dirt, maturity,

In the absence of a regular market quotation, the ryot
is always led by the highest quotation. The highest rate is understood as the
market rate. In practice, the high price is only an attraction and the cotton is
often discounted heavily on arrival at the market.

prices vary due to qu
presence of stains etc.

In the absence of a futures market, as at Bombay, it is not possible for
sellers to get a correct quotation due to this variation. Also, there are no fixed
standards by which to judge the quality of the cdtton on which a single
glotation can be made as opening or closing rate, as in Bombay or New York.

PRICE VARIATION IN DIFFERENT MARKETS

is i ided by the nearness to the market from the mills and also on
Thlsal:iggcflc:i: gua)llity. Thus, the Westerns at Adoni fetched a higher price
than at other markets like Kottur, and in the case of Cambodia, the price at
Tirupur is higher than the price at Udamalpet or Erode in the same district.
Part of the difference was due to the variations in quality.

the reput

DIFFERENCE BETWEEN VILLAGE AND MARKET PRICE

Very often, the central market is situated within 2 5 to 20 mile radius
from the village. Generally, the prices in. the village are low.yer than the rparket
rices by 5 to 109, but there were occasions when the prices in the villages
Everc higher than the market price. This was because.of special need of the
buyer or the village merchants’ ability to mlx.the varieties anq concoct a
saleable sample. Even in U. S. A., there were times when the prices differed
in the primary and the central markets. The personal factor played an

important part in the price determination.

PRICES OF COTTON IN RELATION TO OTHER CROPS

Table 12 gives the prices of kapas and groundnuts for the years 1937-50.
The prices of different varieties of kapas and the prices of groundnuts in the
various markets where the cottons are marketed is given, .

'The average index number of cotton lint prices was 514 in August 1950,
with August 1939 as the base. The corresponc_lmg rise in the groundnuts was
to index No. 803. In the Westerns zone, the rise in cotton prices was to the
extent of Rs. 23-10-0 whereas tpe rise in ground'nut price was to the tune of
Rs. 25-15-0. As regards the prices for Cambodia, the range was Rs. 19 anfj
the corresponding rise in groundnuts was Rs. 25. In the case of I.(arunganm,
the difference was Rs. 26 and Rs. 25 for groundnuts. The price variation
in the case of Northerns was Rs. 23 for cotton and Rs. 26-4-0 for groundnuts.
" Groundnuts were more profitable in the Ceded Districts, and in the
Coimbatore district it was more profitable to raise two crops of cereals than
tton. That was one of the reasons for the replacement of rain-

one crop of co !
b the other crops like groundnuts and tobacco,

fed cottons by

TABLE 11

RELATIVE PRICES OF COTTON WHEN SOLD AS KAPAS AND WHEN SOLD AS LINT

(Per candy of 784 Ibs.)

Value of Kapas

Ceiling
rates

Price
of
Lint

Value realised
by sale
as Kapas

Plus ginning
charges and
handling

of

Less cost
Seed

to give one

Candy of Lint

Year

Rs.

Rs.

Rs.

Rs.

Rs.

Rs.
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213

11
11
11
11
11

38
- 49

240
268

1938
1939

1940

226
301

230
274

61

324

340
390
770
585

327
400
667

356 .
442

1941

53
141

1942

12
16

798

1943

760

517
519

658

1944
1945
1946
1947
1948

650

585

18 -

16
16

183

197

684

650
650
Decontrol

627

592
532

773
1700
1067

570

184
247
228
226

904

838
849
912

18
24
24

720
800

1053

1114

1949
1950

863

219
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TABLE 12

AVERAGE ANNUAL PRICES OF KAPAS & GROUNDNUTS

(Imperial maund of 82% 1bs.)
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L Ao
s )
I “¢
g . oL

Qn

38 &
)

S oA ®
S
s 47
3
— w0
- 1
g oo
IR
S .
£ 4
O =
§f a o
QU .
EY < —~
'.)Q
l~§ g
“ MVA
= o
T 5
= ;oo
§ <
S g =
] Q-:Q
5 .
S T o
S 4 7

wn
2 ¢ ¢

.§U
< .
. =)
g a,
& <3
T oo

[~

5 ~

S
o
< o

OF THE TEXTILE INDUSTRY (N MADRAS

3
313 0
4 10 0

514 0

1938
1939
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950

312 0
614 O
3

614 0
11 12 0
10 0 0
912 0
14 6 0
20 6 0

414 0
614 O
510 O

3

11

0

0
614 0

3
4

10 0 O
11

6.0

I3

4

0 0

12 8 0

0
14 8 0
10 12 0O

10

15

]

12

12 2 0
11 10 0O

2214 0

28 0 0

21 0 O 12

20 6 0
2]

23 0
24 0 0
27 2 0
24 10 O

0 10 2 O

12:2 0 10 2 0
19 2 0 1314 0
19. 0 0O 20 0 0O
22 60 0

12
2 3.0

5 0

5 0
15 3 0
18 13 0
20 8 0

11

6 0

14 13 0
18 0 0
18 6 0
26 13 0
28 15

2312 O

22 7 0

33

6 0
26 8 0
3014 0

21

0

1

37 70
36 15 0

RS

2713 0

33 0 O 2 8 0

3 0 0

0 O

23

29 10 O o

0

2

0

30 11

30 8 0
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FUTURES MARKET

There are no futures markets for cotton or any other commodity in
Madras. It is worth extending the advantages of a futures market in the State.
This will be useful as a price insurance for those who hold stocks of
cotton. This indirectly helps the grower also. Now, every trader who deals
in large quantities of goods has no option but to face the risks of the
market from his own resources or initiative. Although there are important
varieties ol Madras cottons, these find no place in the Bombay market and
therefore, the Bombay futures exchange is not useful for Madras cottons.

While such undesirable operations as options in Teji and Mandi can be
prohibited, it is well to recognise the utility of a futures market. A market’
entirely devoted to ¢hedging > of stocks is a necessity for cotton trade and is
in the nature of a price insurance. It is impossible to carry on such large
transactions as in U.S.A., committed to the future deliveries in the mills and
for export without hedging. It is essential that a futures organisation for
Madras be established either as a Cotton Clearing House or as a branch
of the East India Cotton Association, or by special legislation.

RESEARCH IN MADRAS COTTONS

Cotton research in Madras commenced with the appointment of an
Economic Botanist in 1919 and the work thus begun was intensified in 1919
when a separate Cotton Specialist was appointed with headquarters in
Coimbatore. Apart from the work of the Madras Agricultural Department,
the Indian Central Cotton Committee financed many schemes for the
improvement of the local cottons and this work was done by the Agricultural
Department of our State. This financial help, first granted in 1925, covered
schemes like those for herbacum at Coimbatore; Nadams at Perundurai;
Cocoanadas at Guntur, Narasaraopet, Gurazala ; Mungari at Adoni; irrigated
Americans in Siriguppa and Ceded districts; Uganda at Palur; and Northerns
at Nandyal, carried on by the Assistant Cotton Specialists under the technical
control of the Cotton Specialist.

WESTERNS COTTONS

In 1909, a selection of Hingari white cotton called H. 25 was evolved
with a combined lint length of nearly 1” and ginning percentage of 25,
capable of spinning upto 36’s. This strain spread over a large area by
1915. A better yielder than H. 25 called H. 1, probably a mutant H. 25, was
evolved in 1915. This became very popular and has spread over the entire
commercial area now under Hingari or the late sown Westerns dotton of the
Bellary and Anantapur districts and parts of Cuddapah. As the area urider
this improved strain did not expand at the same rapid rate as those in other
cottons, due to the absence of a well organised seed distribution scheme, the
Indian Central Cotton Committee sanctioned a scheme for the purpose which
was undertaken by the Agricultural and Co-operative departments. H. 1 is
‘l‘}gw estimated to occupy 383,000 acres or 559, of the area under the

esterns. , : , s

- - NORTHERNS COTTONS I
Botanicailly, the Northerns belong to the indicum group. Work at Nandyal

‘had evolved in 1908 a fine type of white northerns with ‘a combined lint
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length of 1" and ginning percentage of 24 and spinning upto 44’s. Although
a low yielder, it is specially noted for its strength and suitability to red soils
It was reported to be specially valued by Binny & Co., for the production of
the Khaki cloth, and used to fetch a premium of Rs. 70 per candy of 500 lbs

To rectify its low vielding nature and small ginunin : a4
work was done, and a natural cross, called N. 54, \Aé';ith a gi:?ﬁiﬂf?;?:éﬁ?? (L)li
31 was evolved in 1922, but did not expand due to its ‘susce;;tibility togl:;oll
shedding. A strain, N. 23, was also found not suitable, as it spun only 37’s as
against 44’s of the earlier variety N. 14. A further selection, N. 556, ako hdia
not become popular due to its low ginning percentage of 23. The r’esult was
tl_lat ‘froxp 1914 almost up to the present, N. 14 has been the only strain unde;'
distribution because of its fine quality, but the area was dependent on the
premium paid by the firms. During 1948-49, it occupied an area.of 18 600
acres against an area of about 107,000 acres under the Northerns. In “this
tract, many types of cotton are now grown including Gadag, Gowrani, Hl1
etc., and an improved variety, combining the fine quality of N. 14 w’ith a
higher yield and ginning percentage, is necessary. ‘

COCOANADAS

The research work on this cotton, which belongs to this er : is
cottons, is being carried on under the schemes ﬁnamb:edt b;rhtl}jcg lI(x)*nlcliri)a(r)li g::i (ilbhl
Cotton Cpmmittee, at Guntur, Narasaraopet and Gurazala. The ob'c?t rai_
the work is to evolve a type suitable to the tract with the deep re&disg i y
characteristic of this cotton, but having a longer staple, higher ginnin 1nge
centage and yield per acre. Unfortunately, a ncgati:/e correigation gg:c:-
between the red colour and a good staple and therefore hybridisation vas
resorted to, for getting the required combination and the work is still in by
gress. In the meantime, a strain G. 1 with a lint ‘of lighter colour, origi p;(])-
evolqu at Guntur inter-strain-cross with a better staple ginnin ; rcgrlllt]a Y
and vyield over the local variety is being distributed. Acc’ording %opt?xe r s
o.f.the B. & C: Mills, G. 1 gave a strength of 90 lbs. in 19°s and has ep(_)}a;t's
lities for spinning warp yarn, as against the usual wefts spun out of the%)sSl y
nadas. The spinning tests at Matunga laboratory of G. 1 gave 10’s o
pared with 20’s for the local Cocoanadas. It is being extended i 2}5 P
Nellore, Kurnool etc., where similar light coloured cotton is grow:1n untur,

TINNIES

In the earlier years to 1919, strains of cotton cal

spread in this area and replaced local cottons angciilgoir:t?ci?oeros.ll’ o
cotton ‘ Pulchai.’ Work on this cotton was carried out at K '?cg egtum
1921-22, a strain suited to the soil north of Koilpatti, A. 10, and (gl };atq."By
to the soughcm area were evolved but neither was s’uitcd -t’o the ‘h lsuxtab:)h
C.7 has a lint length of 1" to 7/8” and a ginning percentage of 30 var:r:] ot
to be popular-. till 1934-35. A further selection, K. 1, with a‘ ‘h’ca C('mltmqu
a staple length of 1" was made in 1928-29. 1t was earl '-mvy Yiod and
drought-resistant and had a higher ginning percentage of 34‘/ B atiu ;;28 an_d
spread to over 2} lakhs of acres. As this strain was not s.u'tybl‘ hﬁﬁ
Uppam cotton area, a further selection, K. 2, was obtaine table for- the
culture with a longer staple than K. 1 and, as good a yiel
to the cultivators from 1947-48. Recentl Y
upto 30’s, is under extension.

d from a triple cross-

der, is bein
! er, 1 g released
y another selection, K. 5, spinning
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CAMBODIA

Selection work in 1921 resulted in a type called, Co. 1 with a lint length
of over 7/8" and a ginning percentage of 32, but it was susceptible to black
arm and stem weevil ; almost simultaneously a high vielding type, Co. 2, with
a staple length of 7/8" to 17, ginning percentage 33 and spinning up to 34’s
was evolved which was also vigorous and resistant to stem weevil. It has
become very popular and occupies almost the entire area under the irrigated
acreage and part of the rain-fed area also.

UGANDA X CAMBODIA

Further improvements in Cambodia have been since effected and a hybrid
called, *Uganda 1’ which is a cross between Cambodia and Uganda cottons
having a staple of 11/8" spinning upto 50’s with a higher yield is now under
distribution. The Uganda X is suited as a summer crop, sown in March in
the Ramnad district and the adjoining areas. The first strain evolved was
Co. 3 with a staple.of 7/8 to 1” and a ginning percentage of 35. It'is now
distributed in Salem district. Another cross, 4463, is under distribution in
Coimbatore and Tiruchirapalli. Being an early maturing and short-duration
crop, Co. 3 has the advantage of saving irrigation charges and is suitable for
the main season in the Salem district (Season : October-November sowings).

i

‘MUNGARI OR DRY LLAND WESTERNS COTTON

This did not yield a good type from pure line selection. Introduction of
cotton from other provinces did not also prove successful. Finally, a hybrid
called, <881 F’ with a medium staple, capable of spinning 30’s warp, was evolved
and is being multiplied. This will improve the reputation of the Westerns
cotton where the mixing of inferior Mungari cotton with the better Hingari

is practised.

"IRRIGATED COTTONS IN CEDED DISTRICTS

. To evolve a long staple variety of cotton of 1" and above, capable of
giving good yields as an irrigated crop in the black soils-of the Tungabhadra
Project, a scheme partly financed by the Indian Central Cotton Committee
has been taken up from 1945 under an Assistant Cotton Specialist at Siru-
guppa, with work extending to Hagari and Nandyal. The object is also to
evolve a remunerative selection of American cotton for the rain-fed areas
also. Two selections, Hyderabad American HA II, and Mysore American
MA 11 have given better staple and ginning percentage over the local deshi
types and are being multiplied.

‘COTTON SHORTAGE AND THE WAY OUT

The reason for the shortage of cotton in India was already mentioned in
the first section. Added to this internal. reason, there, is that international
factor—American cotton prices. This being the case, it is difficult to forecast a
stability of cotton production or prices. As cotton is getting artificially scarce
in certain countries, they are switching on to rayon production. Although the:
development of the:Rayon. Industry is hardly a few decades-old, it has now
become :a. serious : competitor to cotton. The rayon supply is likely: to
increase and, as it is, the supply is to the tune of 209 of cotton- production,
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"This is a factor that threatens the cotton L. .
price supports in America will only be a }Sﬁfggf%gn C&tlﬁgﬁfé ‘/:‘“Y scheme of
the consumer in deficit countries. In spite of the best efforts ?x-payer and
countries to maintain their economies through Government rg the surplus
only. resglt will ‘be .that cheap cloth will go undergroung graammes, t.he
fabrics yvx]] remain d'lsplayed, and the distorted economy of overty fib
plenty in textnlgs will be intensified. The only way ou}t] of ?}?}’erty amld§t
to reduce the prices of world cotton to that level which 1 s muddle is
balanced demand for textiles. ich wou d stimulate a

But the above long-term i

> € : Y plan will need world co-operation whi
af‘ter ta;]l, beI impossible. _Our immediate problem is to inc};ease thewpr:iilu::r:?y,
of cotton. It will be of interest to know what steps will be required ain
this end. quired to attain

All the ¢ Grow More Cotton’

! programmes formulated by the
grgl_xped either under the long term or short term plans. They shor?ttate o
envisage the immediate increase in the current year or one or t erm plans
at the most. They comprise the following methods : wo years later

1. Increased vield per acre. 2. Increase in area. 3. Manuring

The long term plans also aim at i
the same object but thei i
c o ! r effe
onliy agter a period of years. Even the introduction of newly ec\fol‘:’llé be f:'Slt
takes from '5 to 6 years and it comes under the long term l hile e
mcreaseq distribution-of already existing strains will co P abs, while the
torm variety. me under the short

INCREASING THE YIELD PER ACRFE

The yields in Egypt and Russia a i

countries. This is d_ugew:o the cultivatir(?nv(f; )ilrrll}éiltlcgv lcl(‘;:tr; e o ot
frrlgated cotton is hlgher than that of the rain-fed one, the 0};1 s As t'hc y}eld of
improvement is to increase the area under irrigate’d c ? vious direction for
?rlilcs of cot}tlon, it has been pointed out that it was mor(e) t(;n.i At the present
fod crop than one colon cop. "The price for Cambocta, e Shief g
for more oroduction f- v Rs. 150 per candy. This may be an i cgt'
bably mullify the inerease. The but the black market in food grains wil pro-
the o ab¥1 g ."ase. e completion of the major river : pro-

gabhadra, will be the only permanent solution for this P}::;‘l))]l:rtls’ fike

MANURING

T'he use of nitrogenous m:
g s manures was found to bhe
nitroge: more
that of the other varieties. The effect of ammonium sulphate \E;: ffi'(t:lbl:; tth?)n
- nd to he

variable from place to place. Th i
] . € experiments i : i
use of nitrogen manure gave satisfactory results " U5 A and Eeyptin the

INCREASING AREA AND MIXED CROPPING

It has already heen i

) ) noted that the are

rain-fed ar i ic " donder cotton :
rain-fed 2 ﬁ:acshdue to higher prices for groundnut and its Codecreased i the
u the. ¢ ances for re-substitution of cotton do not e uent substi-
as groundnut prices remain high. Anyhow, we h 2Ppear bright as long
increase.in the prices of cotton will help this pl)‘()(‘és%

ave to see if the recent
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e the production is through the rapid

By far the best way to increas
wherever possible. This work is

multiplication of seed of improved strains,
undertaken by the agricultural department.

Although the introduction of Seas Island cotton has been tried in India
a number of times, it is only recently that it was successfully grown in Madras.
This cotton gave a staple of 35 m.m. and a ginning percentage of 35. Tts
large scale extension in the West Coast will be of immense utility, as it is

a fine type of cotton.

But it must be pointed out that these efforts to increase the yield and the

total production of cotton should be accompanied by efforts to reduce prices,
and induce a fair supply to the consumer of cloth, who has been the worst

sufferer in the cotton economy.

T.L—2)



CHAPTER 11

LABOUR IN MADRAS TEXTILE MILLS

_Any chapter on labour in industry is necessarily an intricate one, dealing,
as it should, with various aspects of the problem of the workers and the
management. I:Ierein I will try to survey the various problems of labour in
the South Indian Textile Industry, and suggest the direction in which steps
should be tal‘(en' to bqtter the Labour-Capital relationship. I will try to view
the problgm in its entirety, as to how it came to be, and then offer suggestions
to solve it. Herein details will have ne significance of their own and arc
only incidents in a long story.

' A study of labour conditions should begin at the beginning, from thc time
4 worker is taken on into the factory. It is only when the worker is an

emplovee in the industry we get interested in him. So, this chapter begins
with employment and allied problems. chapter beg

Textile Industry is a growing business, and it is natural to expect a steady
increase in employment. It increased from 22,441 in 1912 t0 {87,167 in 1948
These figures relate to the daily average number of people ,employed in;
cotton mills. It will be interesting to study the composition of labour employ-
cd over a time and draw conclusions therefrom. Information for onlv some
vears is given, choosing the historically important years. '

TABLE 13

DAILY AVERAGE NUMBER OF WORKERS EMPLOYED
IN GOTTON MILLS

Year Men Women Children Tolal
1912 ... 15,503 3,006 3,932 22,441
1918 ... 16,203 3,421 4,944 24,568
1935 ... 32,762 10,981 4,789 48,532
1939 ... 45,866 14,649 1,605 62,120
1948 ... 71,068 15,159 940 87,167

Sourck: Reports on the working of the Factories Act
in the Province.

The conclusions that can be drawn from the Table arc :
1. The industry rosc into prominence only afi 35, 11 ol
] 1t : y after 1933, Tili g

the Won:ld War I, the position of the industry was almost thé sai:; e\l’l\;l’
War I did not affect the industry to a great extent. After 1939 therc was
great expansion of the industry and the labour force increas’ed to 10,
_W%l'ketrs- ‘&\ll‘l’fdtf%ﬁrstl IV}\folrld War failed to improve the position of i
mdustry, or. 1 . :
positiorr?. ar elped it to become stable agd also to improve ;

¢
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2. Regarding the composition of the labour force, we find that the
increase in the number of people employed was general. The number of men
women and children employed increased, all contributing to an increase
in the total. This was the position till 1939. During and after War II °
the composition of the labour force changed. The number of women
employed increased slightly while the number of children decreased.
At the same time, the total number of workers increased. The rise in the
number of men employed in the industry was very large, more than compen-
sating the falling trend in the employment of women and children.

We have established that the composition of labour changed during the
Second World War. Tt will be interesting to find out the effect in the various
regions of the State.

MADRAS: B. & C. MILLS

This mill started to work from about the early period pf the textile indus-
try in Madras. Table 14 gives us an idea of the composition of the Jabour
force in these mills in the two years 1939 and 1944. Women were not employ-
ed in the mills before the War and they have not been pmployed since .then.
Children were employed before the War but the practice was discontinued
during the war period. There was a 60%, increase in the total employment
after 1939.

TABLE 14

EMPLOYMENT TREND IN B. & C. AND MADURA MILLS

B. & C. Mills Madura Mills

1939 1944 1939 1944
M 7,569 14,036 * 10,534
ngrlnen C — _ * 2,645
Children . ... 1,042 — 757 51
Total ... 8,6;1— 14,036 10,171 13,230

—_— NSNS ———

* Data not available.

Source: Report of the Labour Investigation Committee.

LABOUR MIGRATION IN THE B. & C. MILLS

Year No. of workers Thase who left
1908 v 4,501 5,633
1918 5,249 3,884
1928 .- 4,704 768

~ ‘Source: Royal Committee on Labour—Vol. VIL

*

MADURA MILLS

In this mill, there has been a 309% increase in. employment over the
1939 figures. While there was a considerable increase in the number of men
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employed, there was not a proportionate increase in the numb

Th'e policy of the mills seems to be a gradual reduction inmtht:rr ?\fu?ltl))r;en[.‘
Fhl}?)f&n employed in their factories. The number fell from 757 in 1939 to ; ]
in 1944,

COIMBATORE

The number of women and children employed in this

of the total in 1944. During the War, there I\)/vaZa 249, in;zz:ef(};n:ﬁ: 35%
employment. Separate figures for children are not available, In 1948, the o
ber of women and children was 20%,. Thus, this centre seems to cm’ lo ore
women and children than any other centre. But there has been apteZdI:ore
to discontinue the employment of children in these factories. The fact trllxc

the Industrial Tribunal (Textiles) in 1947 recommended a minimum wage 2;‘
&js t2rﬁe nl:fsm, per month, even for children, has been mainly responsible for

After considering the changes in employment, let us consider the

of recruitment. The system of recruitment differed from mill to mil] question

MADRAS

Labour was mostly recruited from the local area.
were originally engaged in agriculture. In the be;ilrl ‘ﬁ/‘[‘agnyla(g‘otuhrc workers
stable but tended to migrate. This migratory nature of the \,Norkers w::is !}Ot
changed and, by 1929, Messrs. Binny & Co., declared that thgemlalll)a A
force in their mills was very settled and that there was practically no mi our
tion.. They also said that, “Up to about 10 years ago, the hands jgd ed by the
numbers only, changed completely once in a year, although to ;omegexten); thz

same hands were always coming and goin t i
leaving the mill annually is onlyglﬁ%.”g § out: At present, the proportion

In 1944, the Labour Investigation Committee
labom: force in the B. & C. Mills had a service of or\;ilx?of(t)e?';:?x-:t GI;O/;° Ofl:he
a service of between 5 to 10 years. This indicated that the labotir ir; I\{f dad
City mills (more than 809,) had settled down permanently. The lab s

have interests in the village but Jourers may
livelihood. illage but they depend solely on the mill for their

The B. & C. Mills maintained before th foet
that the recruitment was done at the mill gate: lifozl}?i %)Egé;s:.li?:cﬁ" La’bour
not by the Jobbers as was done in most casesin other mills. They al alf“gi? and
they had efiminated “bribing the jobbers® to a great extent, But the M: ot
Labour Union, in its evidence before the same body, stated t‘ha‘t L the adr?s
ment is through jobbers and head jobbers. There is a regrcttablé ..... ount of
brlbcry'prcvalc.nt'm regard to recruitment. Bribes have also to bearqount of
promotion. This is one of the causes of indebtedness among the worl%g:rs‘, for

The Manager of the Madras United Mills in his evi
1ag ills in his evidence
&oyjalb(l))ommlscslu:;: (:nbl._‘abour stated that recruitment in his mill w:\)se f('?(x;getlg;
e Jobbers an at bribery existed i i jon i i
o vy Yy in this connection in spite of efforts to

In 1944, labour was recruited through a special Recruiti i
. X ] o uit . .
com ere v by Offes 0 s e s e
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applicants to a skilled job were put to a test. Then they were to go to the
Medical Officer to be certified as medically fit. There was no system of
apprenticeship training for the ordinary operative.

MADURA

The recruitment in this area in 1929 was done through Maistries. «“The
workers go through the time-keeper who employs them when they come to
work in the first instance. Most of them are selected by the Maistries. Re-
garding paying the Maistries, it is not exactly bribing but once a year or some

_thing like that they give presents.”

The labour was mostly from the villages and the majority of them set-
tled down in towns near the mills, taking houses.

Even here, the bribing of the Maistries or Jobbers seems to have existed
in spite of the efforts of the Management. But the workers in the Madura
Mills who gave evidence before the Royal Commission uniformly denied
having paid bribes to the Maistries.

By1944, there developed in the Madura Mills a unique system of recruit-
ment. “The vacancies are notified to the Union which is registered and
recognised. The Union maintains a complete register of relatives of the work
people in the mill in search of jobs and also the former temporary employees of
the mills. On receiving notice, the Union recommends names for the vacancies.
The selection is made by the Management, usually from among the list sup-
plied by the Union.l-

There is a regular system of apprenticeship in this mill. Workers who are
recruited for semi-skilled jobs are first taken as ¢learners’ on half-pay plus
dearness allowance. After a month’s trial, they are confirmed. There is asystem
for the apprenticeship and training of the supervisory staff.”

As in the case of Binny & Co., the labour force is mostly permanent.
About 80%, of the workers engaged are classified as permanent. 60%, of the
workers have a service of 5 years or more. Due to attractive conditions of service,
migration is small and is about 2%, :

In other mills of the Madura area, the labour is recruited at the gates of
the mill and there is no special agency for this purpose./”

COIMBATORE

The Industry in Coimbatore is of a comparatively recent origin. The
cotton mills are situated near the villages, a few miles away from the town.
The Ceimbatore Cotton Mills grew up right in the middle of cotton producing
tracts, and the proximity to the raw material is one of its special advantages. So,
the labour force employed therein are from the villages and has a greater
contact with them than in the case of the Madras City labour.

Till 1929, there ;was no scientific system of recruitment. The workers used
to get in through the Maistry or the Job clerk, usually paying them a bribe.

-They were taken in haphazardly and they were discharged whenever . their

services were not required,



230 DEVELOPMENT OF THE TEXTILE INDUSTRY IN MADRAS [

At gprescnt, there is no uniformity with regard to the methods of recruit-
ment. Some mills recruit labour directly, while in most cases it is made
through Jobbers and Time-Clerks. ‘

Out of the 26 mills the Labour Investigation Committee examined i
1944, 7 mills had no classification of workers as ‘temporary’ and * crmanent.
In 6 mills, all the workers were treated as permanent. In other nlx)i(l:lrmanlem.
portion of the workers were considered to be permanent. In sorsr;(rl a'?l{c
temporary workers were made permanent after 3 months’ saiisfactory iernxzc:’

CONCLUSION

Labour in cotton mills is all from the villages but now it has beco
stable. A class of.workers entirely dependent on the mill employment lme
come to stay. Unlike in the earlier times, they do not seek an cgs ?1! n llas
ment. This evolution of a class of mill-workers should be taan ‘n(:lt‘c (Sfr‘n Py

_ Methods of recruitment are as many as the nu : i i
uniformity in the procedure. Excessive p};wer scemsr‘:gel:eogor:gztgil:;q N Il:o
hands of the Jobber. This naturally leads to abuse of power, briber comt ;
tion, etc. Here, the experiment of the Madura Mills is worth not}iylz P;']UP'
the Union (it is not Company Union) is consulted in the matter of onoint.
ments. For a healthy co-operation between the management and th ap}l)‘om§-
is always better for the former to have cordial relation with the l; on: The
formation of Employment Exchanges can also be suggested as a propcr:“?x;lt;d'llc‘)l::le

EMPLOYMENT OF WOMEN AND CHILDREN

Women : AAs al(rieady pointed out, about 209/,
are women. An industry employing such a larg '
alive to their special problemsyangd do ?hearl;'%:estnumber o women should be

. r I ssible t i ;
condition. Unfortunately, this attitude does not sg:(:n to pr:vzri?elloratc their

of the workers in the industry

‘The conditions of work for w i
2 omen in th i
expressed by the Tuticorin Labour Union thuse : Madura area in 1929 werc

¢ More than half the number of workers a

'}i‘arq bu.t t;ll;nwz;lgcs are lower for them than fo
uticorin Mills has strictly prohibite inging i :
the mill compound or CVanoutside ctlhtehgak;?tlg“ﬁ xf{; gf t? sThgle baby withir
women who are mothers are therefore obliged to leave t}}l,eir f) ?;Pthqr. The
huts in the company of an old woman after making the bab abies in then
draught of solution of palmyra sugar in water.” The evide y ftake a gooc
workers of Madura Mills before the Royal Commission ince of the womer
ture of the plight of the women workers who had babies t% ‘rllct:t:: aTgl'?:;i ;),dc
. sal

re women. ‘The work is very
r men... The Manager of the

“ When a woman who is working in the mj :
head clerk of,‘ the department gives lgler a :h;?dtlowgaom:utg r{‘;\l;?e the }’ab)’, the
go out at 9 o’clock. We.havc never been refused. We are give al‘}(l: laf lowed
to 15 minutes. By the time I have given a good feed and c: a ban hou:
ma e vty v Yo e o e 5 Vo, b

ren under the trees on the road, Some .
to the-place,” ¢ Some one from the house brings the childrer
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The lack of creches was remedied as time passed, and the women could
feed their children in a creche and leave them under the care of a trained
nurse while they worked in the mills.

MATERNITY BENEFITS

Only a few mills had a provision of maternity benefit in 1929. In the
B. & C., Mills, maternity benefits were allowed to the extent of three months’
leave with half wages. Choolai Mills had just then introduced the benefit
but it did not work properly. Mills in the Madura area dismissed workers
in the 7th month of pregnancy and employed them after confinement, at
the discretion of the Maistry. This was expressed by the women workers in
the Madura Mills before the Royal Commission thus: ~

« When the Maistry sees a woman obviously pregnant hc stops her.
When we return, we have to hang on for a month.”

In 1938, the Court of Enquiry into Labour Conditions in Coimbatore
found out that the benefit paid by the mills was a very small amount
considering the large number of women employed.

There was no proof of evasion by mills but the mills interpreted Sec. 5
of the Factories Act so as to mean that the worker should not be absent for
even onc day. The Chief Inspector of Factorics fixed the number of days of
permissible absence as 14 days. The Court recommended that women should
be declared eligible for the benefit if, (1) she was in the service of the mill,
(2) at the time of giving notice of pregnancy, she was in the service of

the mill.

A suitable card system of marking attendance would be more useful in
finding out the number of days a worker absented herself during the preg-
nant period. In 1947 some mills were paying As. 12 per day as benefit.

The wages paid to women were low. The minimum paid to a woman
was much lower than that paid to a man. The mill owners represented cven
in 1947 that:

«They arc kept there more from a philanthrophic and charitable point of
view rather than [rom any real purpose of getting work from them and arc
in the nature of old age pensioners.”

The Industrial Tribunal (Textiles) 1947 rightly felt that it was preposter-
ous that women should be made to work on Rs. 6 a month. So, it gave an
interim increase of Rs. 6, and later Rs. 14, making the minimum of Rs. 26.

Women are largely employed in the reeling department. The rates were
so low in 1947 that the Tribunal wanted the Wage Standardisation Com-
mittee 1o look into the matter.

There is no ante-natal care for women, neither is there a lying-in hospital
for them. Miss V. Sargunar, Assistant Inspectress of Factories, felt that
(in 1947) very little was done for providing a welfare centre or a Maternity
Hospital for Women. Only the Pankaja Mills provides ante-natal treatment.
She felt that women workers devclop anaemia etc., when pregnant. A lying-



232 DEVELOPMENT OF THE TEXTILE INDUSTRY IN MADRAS
in hospital in Coimbatore for mill workers is a pressing need.

The appointment of Women Labour Officers in mills where more than
300 women are employed would help the solution of the special problems ol
the women workers.

Children : 'The number of children employed in the mills has gone down
from 4944 per day in 1918 to 940 in 1948. Thisdcvelopment is welcome, and
the hope expressed by the Royal Commission on Labour, that the numb;r of
children employed in mills would go down and that ultimately no child would
be employed in any factory, is nearly coming to be fulfilled in this industry.

Regarding the advisability of employment of children, Mr. C. B. Simpson .

gave the following evidence before the Indian Factory Labour Commission
(1908).

“ The minimum age limit for half timers to commence work should not
be raised. That would be a hardship to both the parent and the child. The
children would be made to work by their parents to earn something some-
how or they would beg. They are usually better in a factory learning a tradc
and to be systematic, punctual and cleanly.”

The B. & C. Mills, when they were employing child labour, were giving
their half-timers education in the mill school. This school w:;s started in
1904 primarily for the education of work-people’s children employed as half-
timers in the mills. In 1908, it was moved to a small bungalow outside the
mill compound. In 1912 it became a Joint School for both the mills. A half-
timer worked in the mill and also learnt at the school during his leisure in
the afternoon and, when reaching the proper age, if he was medically fit, he
was appointed as a full-timer. This system did not exist in any other mill.
At present the B. & C. Mills do not employ any child-labour.

The law insists that if a boy is to be employed in a mill, he should he
properly certified by the surgeon regarding his age and medical fitness.

The Court of Enquiry (1938) found very young boys ing i
Radhakrishna, Ranga Vilas and Somasundara %\fil]s. gThe)Y w:r(z:r]s{lllrll)gpt)l?edt}tlg
be 15 years old. Some of the Managers informed the Court that they also felt
that boys and girls of less than 14 were working in the mills as they were
certified by the Doctors to be 13 years, and above. The Managers paid no
attention to the actual age of the boy but employed him if he produced
the requisite medical certificate. Some mill owners were against the employ-
ment of children while some others employed them to as large an egter}it
as possible in order to economise labour charges. .

The Court reported that there existed the practice of a boy obtaining a
certificate and disposing of it either by giving it to another boy or even selling

it, and again applying for another certificate on the plea that the original one
issued to him was lost.

A remedy for this was suggested by Major Cox, the D'gt ict i
Officer of Coimbatore. He suggested that it would be better lif rtl}(ie zilgccillrc:ri
sent for examination were certified by the Mill Mana
person. This would minimise false representation,

ger or some responsible -
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The recommendation of the Industrial Tribunal in 1947 was in the right
direction, when it suggested the complete abolition of employment of
adolescents up to the age of 17.

The mill owners deposed that children and women have nimble fingers
and that they are imore suited for reeling work than adults. The Tribunal,
which very rightly believed that the place for a boy or girl below 17 was the
school, said, that “if a boy of 17 was nimble of fingers then a 19 year old
is also suited to it. As a measure to discourage the employment of child-labour,
the Tribunal recommended even for them a minimum wage of Rs. 26 per
month. It hoped that this would put an end to the recruitment of children,
as thereby there was no advantage in preferring an adolescent.

The opinion expressed in 1908 by Mr. Simpson, to-day, after 43 years,
sounds strange. The grant of higher wages may remove the need for children
beginning to earn at a tender age.

HOUSING

As already pointed out, the mill labourer migrated from the village in
search of employment and settled down to work in the mills. The mills are
mostly a few miles off the town and the need to go to work early morning
necessitates their living near the place of their work. If they live away from
the mill, they will have to walk (for want of a cheaper conveyance) a few miles
to the mill. Thus, they will be away from their homes for about 12 hours a day
even though the time they spend in the factory will be only 8 or 9 hours. To
solve the problem of transport to and fro the mill, many would prefer to live
near the mill even though it is inconvenient for bther reasons. Thus,urthealthy
mill colonies.develop. R : oo

Granting the need for accommodating the labour force,’ the guéstion to
be answered will'be whether:this should Ee provided by’ the employer or tlie
State. The State has mostly been adopting a policy of laissez faire, occasionally
trying to build a few tenements for workers, which are very inadequate. The
municipal authorities also seem to be equally apathetic and rely on' their
almost .always bankrupt finances to provide the necessary excuse. Here and
there some employers ‘have embarked on schemes of housing their labour.
Mostly, the motive behind this is charity rather than the recognition of a duty.
Houses built for the workers are meant to be gestures of the goodwill of the
employer and his philanthrophic attitude. It is some kind of a dole granted in
all generosity. I do.not find fault with the eltaritable nature of the employers
but I feel that housing of the ‘workets should be undertaken in'a different
spirit altogether. Of course, there are many objections to ** Company towns."”
These I will discuss later. -~ = -0 oo s IR '

i

The efforts of all these agencies have not even touched the frifige of the
problem. They are inadequate and are undertaken with a wrong attitude. In
spite of all efforts, many workers live in insanitary hovels which they prefer to
call ‘houses’ to bolster up their social prestigé. Cheries still loutish with ail
their dirt and stink, often helping the spread of diseases. R “

Many families live in one house and privacy is a luxury which many &’
labourer cannot afford. Fach family, if lucky (i.e. if able to afford it) has «
room all to itself. Congestion raises its own social problepss ‘wiiehi’ are

T.1.—30
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complex and difficult to solve. Mills have given rise to slums, and slums have
given rise to squalor, dirt and disease. These wretched conditions have helped
the spread of general discontentment. Unless there is a real effort to solve this
problem, unless the labourers in mills are properly accommodated, there
will be no real co-operation between the employer and the employed.

After this general comment on the problem, I will deal with each area
separately and trace the efforts made to help to ease the situation.

MADRAS CITY

The B. & C. Mills have been very progressive in this respect. They have
built Workers Villages but these have accommodated only about 69, of their
permanent workers. The rest of them, the majority, have to live in houses owned
by private landlords. Sometimes only the ground is let out and a hut is built
by the workers. .

In 1908 Binny & Co’s., representative giving evidence before the
Factory Labour Commission said :

« [n my opinion, factory owners should not be expected by the Govern-
ment to interest themselves pecuniarily in their employees once the employees
are outside the gates. As soon as the mill gate is passed, the owners’ legal obliga-
tion, authority and control disappear and this should be recognised.: That
certain factories may find it to their advantage to provide houses 1 readily
recognize.” _

The mills did recognize the advantage, and in the evidence before the
Royal Commission on Labour in 1929 gave details of their housing schemes.
By then, they had built 456 houses. These houses consist of a verandah, living-
room, kitchen, washing place and yard for each workman. The streets are lit
by electricity but not the individual houses. The villages get their water sup-
ply from the mungcxpal mains for drinking and cooking purposes, while:for
washing and flushing, well water is provided. In 1944, the number of houses
built rose to 487. The Labour Investigation Committee found that there was
an adequate system of drainage and that houses were maintained in a clean
and sanitary condition. The rent charged for a company house was Rs. 1-80
per month, and in the case of houses with larger accommodation, the rent
ranged from Rs. 3 to Rs. 5 per month.

The accommodation in private houses generally consists of one or two
rooms, a kitchen with a floor area of 50" x 30’. Six to eight workers are found
to live.in such houses. For a small room of 14’ x 8 and a kitchen, a rent of
about Rs. 5 has to be paid and sometimes it goes upto Rs. 7. E’ven for a
house in the cheries, a rent of about Rs. 1-8-0 to Rs. 3 is demanded. The
sanitary conveniences in these private houses are very unsatisfactory.

In addition to these, the Government of Madras and the Corporatioﬂ'
have built lines for some hundred workers. These consist of a room,.a kitchen
with common sanitary conveniences and drinking water supply. ‘Tl’\e Madras
Labour Union told the Royal Commission a story about housing labour in
Madras. They said: - : :

«The Corporation adopted a resolution two years ago that about 400
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grounds of military land in Perambur should be acquired by the Corporation.
But it was sold out immediately to the B. & C. Mills.” P

Whatever the Union wanted toconvey, by this, it-is a good example
of the lethargy of our civic authorities,

MADURA

The office bearers of the Tuticorin Labour Union, giving evidence before
the Royal Commission, pointed out the great need for proper housing. They
deposed that the rents the workers had to pay were from Rs. 2-8-0 to Rs.
and that the houses they occupied were insanitary.

The Madura Mills had built for its workers 176 houses and charged
them a rent.of Re. 1. Most of the others lived in private houses, paying a rent
of Rs. 2 to Rs. 4-8-0 or a ground rent of As. 12 to Re. 1 per month and
erecting a hut. This was in 1929.

| By 1944, these mills had provided housing accommodation for about 600
workers. This colony is known as the « Harvey Patti”* and is a unique settle-
ment built for industrial workers in the country.

. « A housing co-operative society with a Board of Directors comprising the
District Collector, the President of the District ‘Board, a Workers’ Director,
the leader of the Labour Union and a representative of the Management as
President.was established in 1938. The initial capital was advanced: by the
Company free of interest and some 600 houses have now been built in an
ideal. colony which is almost self-sufficing from the point of view of amenities
such as schools, markets, dispensaries’ etc. It is laid out with a park in the
centre. Each block contains two houses built of pucca material with tiled
roofing and cement flooring. The accommodation for a family consists of a
small open space in front, a verandah, a living room, a bed room, a kitchen,
a store, a backyard with a hand flush-out latrine and tap common for the
block. The total outlay on the colony is about 8 lakhs of rupees out of which
the Society has borne six lakhs and the remaining expense is borne by
the mills. :

« The colony is about 5 miles away from the mills but the mills have
arrangements with the' Railway to run workers’ specials from this colony.
They have also arranged for quarterly season tickets at concession rates of
Rs. 3-15-0 a quarter. \ : '

« Each worker is charged Rs. 600 for the house occupied by him. The
system of repayment is the hire purchase system and the worker pays Rs. 4
per month as rent. The house becomes the workman’s property after a period
of about 12 years.

“The grant of the house to the worker is subject to the following
conditions :— ‘ : :

1. The worker must be married. :
2. At least 2 members of his family should be working in the mill.

3. The worker should have completed at least five years of SEervice
in the mill, ' ' C
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“According to clause 16 of the agreement, the tenant is entitled to a
formal conveyance of the house effected in his favour immediately on pa
ment _of the amount of instalments in full. Thus, as soon as the workerphy.
paid Rs. 600, the ownership of the house passes on to him. o *

“ Until recently, the mill bore the cost of the dispensa a
supply, drainage etc., amounting to Rs. 1,100/- per mI:mth ?:’tl?e :gﬁr,c;{:rtxer
This has now been passed to a Panchayat consisting of 6 members. For t}z]c:
upkeep of the colony, the Panchayat levies a tax of As, 5/- per l{ouse er
month while the mills contribute Rs. 400 per month to the upkeep fund P

The various aspects of this colony are dealt with in this detailed manner
because it is unique and ideal. If other employers try 1o emulate this example
then they would have laboured in the right direction in solving this intricgt
problem, The eventual ownership of the house is a great incentive fo the
worker to stick to the mill and give of his best. ) rthe

But unfortunately, this ideal colony only provides accommodat; ‘
600 people, a mere drop in the sea of workers employed in Itx;::: ?:nlc(l):;stfor
People interested in the industry ought to welcome such farsighted attem rty
and enthusiastic employers should try to emulate this example, Pts,

These efforts of the Madura Mills seem to have little o
other mills in the area. The Meenakshi Mills did not makera:(; ;?cfsitsi(:::l tfl:):
housing the workers. In 1948, it was reported in the Indian Textile Journal
that 15 lakhs of rupees were set apart for housing the workers by the
management. Even if the entire amount is spent, only a fraction o¥ the
total workers will be accommodated. The living conditions of the workee
living in huts or in rented buildings in the vicinity of mills is “ extrem ]rs
unclean and insanitary.” S

COIMBATORE

The Coimbatore millowners did not take advantage of the ;
of either the B. & C. or the Madura Mills. Even in 193g8, they d;zxg‘:_?c?;::]e
little in this connection. Probably it never occured to them that a work s
should be provided with a house to live in. The extremely insanitary cond‘?r
tions and the unpardonable negligence on the part of the civic authoritjes th‘_
Government and the Millowners, made the Court of Enquiry in Coimbato e
in 1938, write at length on the problem. About this, none can do bct:e’
than quote therefrom to portrary the conditions then existing. er

“A few mills have provided on rent, within the mill premises or near j
houses to certain officers, clerks and maistries. That is all. No mill has r it
ded for the large number of its wage earning workers. It was represc:nt,;(l;’rt0 hvn.
a few managing agents or their relatives have constructed tenement; at
Peelamedu and Uppilipalayam and let them on cheap rents to mill wo ]: at
But this smacks more of an investment with a view to the return ex ect:detr)s.
way of rent rather than as an expression of the conviction of miuo“lr)ners th Y
they have got a duty to provide for the housing of their employee at
claimed by the workers. Even these houses form only a small recczt S as 1ds
touch but a fringe of the problem.” P age an

« The worker is left with the choice of either puttirig up with the intoley-
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able conditions and high rents in the town or of pitching upon a hut or a
cottage in a village, in some cases between 3 to 4 miles from the mills, and
trudging his way to and from work.”

As regards the state of health in the mill workers’ colonies, the Court of
Enquiry felt that the description of the conditions of housing in Coimbatore
would only be a repetition of what the Royal Commission on Labour wrote

in 1931 :

s In Coimbatore...no provision of any kind has been made either by
municipal councils or employers. Many of the proorer classes seeking in vain
for accommodation squat on private land and build flimsy shelters to serve as
houses. When the land owners’ demand for ground rent becomes excessive,
these people move to other sites equally unsuitable and precarious. Eventually,
¢ Cheries’ spring up, where over-crowding and bad sanitation produce their
usual deleterious effects. For most part, these colonies receive little attention
from authorities. More often than not, the primary necessities of life are
altogether inadequate. Even where pipe water supplies are available, the
nearest tap may be far distant so that water is obtained from unprotected
surface wells. The lack of roads give the municipal staff an excuse for their

neglect of conservancy.”

The Court felt that this description, though written in 1931, was true
even in 1938. The conditions were worsened due to the great increase in
workers, as the Coimbatore Mills developed during and after the great

depression.
-

-The Court recalled an incident which reflected the apathy and lack of
understanding of this vital problem either by the Government or the
Municipality.

It was this, The Court received a petition from some Harijan families
who were workers in one or two mills to the effect that they were living
in huts on the land belonging to the mill and were asked to quit the place as
the mill wanted the land for purposes of construction. So the 28 families
moved to a land of the neighbouring land owner who charged them a
ground rent of As. 8 per month, besides exacting free labour. The petition
complained that the Municipality had closed the only tap which was serving
their needs. After verifying these facts personally, the Court wrote to the
Commissioner of the Coimbatore Municipality on 3-3-1938 and also to the
Tahsildar to report about the matter. The Commissioner did not even
acknowledge the letter. The Tahsildar replied saying that there was no
Government land available to be granted to these people. The Court closed
this incident by adopting a rather magnanimous attitude :

«1 got no answer as to why the tap was removed. I consoled myself
with the thought that discourtesy to the Court need not be taken as a worse
offence than continued indifference to the lot of these people.”

The urgent nature of the problem seems to have been at last recognized
by the millowners by 1947. When the Industrial Tribunal of 1947 (inciden-
tally it may be mentioned that it was the same judge who constituted the
Court of Enquiry in 1938) recorded that;.
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s« All the mills have accepted the principle (except the small ones), that
the workers’ c_hief and immediate problem is a house-and they are. als:) e
pared to provide hquses for as many workers as possible.. In fact, within tll:;se
10 years, a great stride has been taken in this activity of welfare. ’22 mills havb
some kind-of housing accommodation provided to the workers.” : ‘

The outbreak of war was one of the reasons put forward by the mill-
owners for not 1_)emg more active in this connection. From the discussion
T had with the millowners and managers of the Coimbatore Mills, 1 founs
that, even though every one realised the need for better housing things wer
not moving asqurc}:ly as they should. Any tag is used as an ext,:use fg'or noi
embarking on 'h'ousmg schemes. The Southern India Mill Owners’ Associatio
recemly has d_nsm_xssgd this problem but nothing concrete seems to lave comtt:
out of it. ‘Whileit is true that the prices of building materials are sparin
high and the State is not able to be of great assistance in this regard, if thg
powers that be realised the imperative need for properly housin - labo :
mt_lch could haye ‘been done hy now. Declaration of good intcntii?ns 1s e
thmg‘and putting them into practice, which is more irﬁportant, is anothe: "

The Tribunal mentions the bad livin iti orkers in th
) | d g conditions of i
Rajendra Mills, Salem, and remarks: § tbe workers in th.e
“ In Salem, the housing schemes could b i
Ha g sch -be completed if only t n-
led guthonges hmal;i1 upkthe}:r minds...... The -Munitlz)ipality wh:ic};'n ﬁgscﬁgcgwn
ands nearby should take this into consideration... ;] i
pg : +i.J commend this for early
Every year some mill or other begins to 1 i
' : provide houses for its wo
builds a few tenement houses .detalls of which are published in thes “ Rikers;
on the Working of the Factories in Madras.” Efforts are made in a leisuxg:i
almost rclus:taqt, way to hqusc the workers. Lack of profits, fall in producfic?i;
dl;:‘i to outside-inspired strikes, non-co-operation of the workers, and many
other causes are put forward as excuses for the slow ) ; i
) ac
connection. mp e Of,vprogress in this

If only the mill owners realise how seriously life i Nl cherics
) : v lise y life in the S
aﬂ'('tcts_the worl;cer. s e(:ﬁcu:ncy I believe they would not exhort txllmleﬂllag}(‘)i?::;
to.improve their efficiency. The_sc_ appeals for more production are now-a-days
made by s0.many wnt}lout realising the almost unbearable living conditim}:s
under which many mill workers are compelled to live,
-Even the few houses built by the mills are 50m’etimes ‘ .
~more influential clerks. The Tribunal observed in this connec?:;:)‘:xe)t(ﬁgs?y the

“In many places, the houses buiit for the workers ar; bei ' e
clerical staff; whatever their need for housing, they should not] rll]gsu‘;-s;cihbeyc‘(t)he
VC“&CI\CC vaﬁde‘{ 5%31‘ the workers. In the B. & C. Mills, a member of tl?;

t . ing ISR
;l?artzz.?’mg S 19U was paying a rent of Rs. 10 and living in the workers’

When it is realised by the mill owners that workers sh ,
housed, it will not be difficult for them to undetstand the r:eg:‘ll lg};;g:gﬁﬂ'y
clerical ds(ilaff ailso. Ithmat\‘y bchmentioned here that the clerks are mostly froexlrx;
the middle class, which is the hardest hit by the inflation ' and :soci
economic pressures. ? nilation ‘and social and
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Now, we come to the question whether it would not be advisable to take
away the administration of the housing colonies from the management. Many
trade unionists have felt that, if a worker is to live in mill-owned quarters,
he may not be able to act as a free agent. The Madras Labour Union while
giving evidence before the Royal Commission said :

« A serious objection to work people living in houses belonging to the
emplover is the feeling of constant subordination ; whether he is at work in the
mill or at home, there is ever present in his mind the feeling that he is depen-
dent upon the employer. The occupants of the houses belonging to thc
B. & C. Mills are afraid to join the Union openly, as dismissal would not only
mean loss of employment but also eviction at 24 hours’ notice from the
house.” - - : '

A similar opinion was expressed by a section of the Communist party of
Madras which represented to the: Tribunal in 1947 that the ‘millowners
ought not to provide houses for the workers.

The Tribunal did not agree with this view, and opined that there was no
substance in this.- But I feel that the opinion of these Trade Unionists deser-
ves to be: considered. A worker living in a company-owned house will have
little or no independence, as his participation in a strike would result in hi$
eviction from the house. This does not imply that millowners invariably do so:
Butitis a legitimate fear of the worker. 1( the mill manager so decides; the
worker is' denied his pay-packet’and also shelter. He'is forced on to'the pave-
ment. For some; this fear may appear unfounded and as a myth but it
is held by many workers. ‘We shoulc}J not be guided by ‘the unreasonableness
of the fear but should recognise that it is held by some; however baseless.

The remedy-for this situation is that the company-built houses should be
turned over to:some other agency for management, like a public tr‘ust’.' The
example of Harveypatti may- be emulated, in this connection, where the
workers eventually own the houses. : co e

’ P - ; R ; [ .

As the Tribunal suggested; it is desirable that before any one is-permitted
to start:a mill, it is made a condition precedent that due provision must be
inade fdr housing the workers. - ; : SR

 The employers deserve the help of the Government and the Municipali-
ties in putting into execution their plans .for building more - houses; Mill
owners should realise that if only they had been half as enthusiastic in this
regard as:they were for securing the best cotton; machinery ahtt makirig large
piofits, the housing problem would have been solved'long ago.’ ' '
P o v . - : Lo
-, The lethargy of the Municipalities should be condemned in the strongest
possible way and they should realise that their local Government' is ot only
for the benefit of the upper income brackets, but also for the workers in the
towns who badly need their attention. =« 00 Co e
. The Government should, wherever possible, try 10 help this' welfare
activity (I would rather prefer to-call this ‘employers® duty’) by granting free
land and other concessions.. They may even try to grant loans for'this purpose.
Any expenditure in this direction would amply repay the State in ' fosteril &
proper atmospher¢ for'a democratic livihg. ‘ I ‘

g1y .
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WAGES IN THE TEXTILE MILLS

This very important aspect of labour problem in the industry has been
the bone of contention of many strikes. Strikes in the industry were often
due to the low wages paid in the mills. But unfortunately lack of comprehen-
sive data about earnings and wages over considerably long periods hampers
the systematic study of the problem. So I will consider the wages and earnings
of the cotton mill operatives in 1937, 1944, 1947 and the present day.

The wages in the Madras Cotton Mills differ from region to region and,
in the same region, from mill to mill. Even in the earlier periods, while mills,
like the B. & C. Mills and the Madura Mills were paying considerably higher
wages, other mills in the State were paying lower wages to the workers. The
organised industry took advantage of the unorganised condition of the workers
and dictated their terms. From 1938 when the labour began organising itself,
the wages have risen to the level at which they are now.

WAGLES IN 1937

The wages in 1933 paid to cotton mill workers in Coimbatore were re-
duced by 1249%,. This cut was imposed by all mills in the district except the
Cambodia Mills. This was due to the apprehension of the millowners that a
depression would set in. The fear of a depression passed but the cut in the
wages remained. Table 15 would give an idea of the wages in the
various centres of the industry in the State. As is evident from the Table, the
wages in the same centre were subject to great variation. The margin
hetween the lowest and the highest paid in the same centre was considerable.
The wages that were paid were not on the basis of affording a living
to the worker. They were simply a result of the supply and demand for
labour. The wages paid in the Coimbatore Mills were less than those paid
in Madras or Madura and the wages paid in the mills lying outside the
Coimbatore Mill area like Tirupur, Udamalpet and Perianaickenpalayam
were still lower, sometimes less than half. When the Court of Enquiry point-
ed out this state of affairs, the millowners sought to justify the low wages by
bringing in the concept of cost of living. The Court rightly observed that the
argument was wrong and declared that the variations in the cost of living in

the various parts of the province were not so great as to justify the abnormal
variation in the wage rates.

About this state of affairs, the Court remarked :

“'The average rates, on the whole, are considerably low
obtaining in Madura. Turning to the B. & C. Mills arz,d thec ré%aogl;}ilebfl?ltless
the minimum rates paid in these mills are considerably higher than those aici
in the Coimbatore area, even taking into consideration the highest wages paid
for each corresponding class of operative, in any mill in the district.” P

'The mill owners in Coimbatore, when confronted with this fact, com-
plained that the mills were facing a depression and also said that t,he low
wages were due to the inefficiency of the workers. Regarding the first argu-
ment, it has zj\lrcady been examined in the chapter on the Conditions of %hc
Industry during that p.eriod and we have arrived at the conclusion that the
industry, though making smaller profits, was not facing a crisis. This
was also the opinion of the Court of Enquiry. As regards the next abc;ut the
inefficiency of the workers in the Coimbatore Industry, this was di,sproved by

TABLE 15

MONTHLY WAGES IN SOME IMPORTANT REGIONS OF MADRAS IN 1937

T.1-3}

Madura

Cotmbatore

Highest
14 0 O
15 0 0
16 0 0O
17 0 0O
23 0 O

21

Textile Industry,
Choolai

& C.

Category

Lowest

Lowest
1815 O

Highest
19 6 0
1910 0
19 10 0O
29 4 0
34 2 0
29 4 0O
24 6 0

Lowest
19 8 6
19 14 6
19 14 6
21 10 6
37 6 0
3014 0

Highest

25 7 6
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16 7 0
21 10 O

1112 0
13 0 O
14 1

11

Blow Room
Stripper
Grinder
Drawer

19 3 0
1910 0
17 14 0
23 4 6
22 12 0

0

0
29 4 0
38 11

31 11
31 11

19 5 0

23 11

9 0

0
0

15 6 0
17 0 0
1415 0

9

Slubber
Inter

20 11
24

0

0

8 0
27 0 0
19 8 0
2710 0

31

19 0 0
14 0 O
14 0 O

17 14 0
17 5 0
10 9 0

26 0 0

Rover

16 4 0

1212 0
9 11

18 3 0
16 8 0

0

27 10 O

153 11

Spinner

MILLS

Reeler

Sourck : Court of Enquiry into Conditions of Labour in Coimbatore.
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the statements of the mill managers themselves. I'he Court enquired into all
thgse and declared tf}at tbere was no justification for the low wages that were
pgldhto the workers in this centre of the industry. Accordingly it recommend-
ed that :

1. The skilled worker should be paid Rs. 13 i
the regular-attendance bonus I())f Rs. 2. per month, exclusive of

2. The unskilled worker should be paid R
regular-attendance bonus. pat s 1, Plus Re. 1 as a

3. 159, increase in the wages of all workers who are paid le
: ss tha
Rs. 15 per month. 10%, increase for those eamir?g more thart:
Rs. 15 but less than Rs. 20. 5% for all those who were earning

bet Rs. 20 and 30. i : i
t }fa;velgr; : (i and 30. No increase for workers earning more

4. For adolescents, both skilled and unskilled i
ovér their wages on 1-1-1938. G an Increase of 12%

5. 74% increase to the unskilled labourers wh i
74% increase t o were getting between

6. Reelers’ wages to be increased by 259,

This wage rise, it was estimated by :the Court, would lead to an increase -

of 27%, in the wage bill.

These and other recommendations of the Court were a
Government, anq they directed Mr. D. N. Strathie, Commissil())lr)ll;(l)vv(;:fSi Ll;.}l])otlilre
to pro.ceed to Coimbatore and work out a scheme of standardised wages fo;
the mills there. On 6th August 1938, a schedule was prepared and tl%ié was
accepted by all parties in the district. The wages paid up to 1944 were i
accordance with this standardisation award. were m

WAGES DURING WAR 11

During the war, the basic wage rates remained i

. > much the same in all the
centres of the industry but the net earnings of the workers increased, due to
the grant of dearness'allowance and bonus in most mills. For this infor’mation
the d.ata presented in Table 16 were collected from the Re orts on thc,:
Working of the Payment of Wages Act. P

TABLE 16
TRENDS OF WAGE MOVEMENTS IN THE TEXTILE INDUSTRY

Year Madras Bombay U.P.
Rs. Rs. Rs.
1939 1733 3730 953.8
1940 187-2 . 382:3 296-7
1941 194-7 412:0 307-1
1943 3454 823.3 5610
1944 366°0 917-1 5564
1945 3605 866.6 5457

Source : Indian Labour Gazette —September 1948,
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'The wages in the Table are arrived at by dividing the total amount of
wages paid to the workers with monthly’earnings of less than Rs. 200 and
then dividing it by the total number of workers in the mill.

The index of earnings in Madras increased from 173.3 to 360.5 during
the period 1939-45. This large increase of 187-2 rupees over the original wage
in the prewar years was mostly due to an increase in the other emoluments
paid to the workers. But if we compare the rise in the earnings of workers in
other centres of the industry, then the increase in this centre will appear very
small. In Bombay, the wages paid increased by 493.6 rupees to 866.6, and in
U. P. by 291.9 rupees to 545.7 at the end of the war period. This comparison
reveals that the wage rates paid in Madras were lower than those in other
important centres in India.

WAGES IN 1944

The Committee which conducted an enquiry into-the conditions of labour
in cotton mills has compiled a wage census in the cotton mills in India and
1 have collected the information detailed here from it.

Table 17 furnishing the wages paid in the various regions of Madras
would reveal that the wages paid in Coimbatore were the lowest in the pro-
vince. While the various types of tenters were paid between Rs. 1-1-11 to
Rs. 1-8-8 in Madras per day, the same categories of workers were paid between
Rs. 0-10-0 to 0-11-8 in the Madura Mills, Rs. 0-9-3 to 0-10-10 in the
Madura area, and Rs. 0-8-6 to 0-10-11 in Coimbatore. Reelers were paid
Rs. 1-15-11 in Madras, Rs. 0-7-3 in Madura area and Rs. 0-6-1 in the
Coimbatore Mills. A single loom weaver was paid Rs. 1-4-9 in Madras,
Rs. 0-11-11 in Madura area and 0-10-6 in the Coimbatore area. Similarly,
the double loom weaver was paid the highest wage in Madras, and ‘the
lowest wages in Coimbatore.. . : Coe -

Thus, it is.proved beyond doubt that the Coimbatore. industry, which
employs the maximum number of workers in the State, was paying the lowest
wage. That is, the majority of the cotton mill operatives were paid very low
wages. S ,

Next to the Madras Mills, the Madura Mills.were paying higher wz;ges
and the scale of wages in the Madura area was better than that. in
Coimbatore. B
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i —_ I~ o
TABLE 17 m_é;\gg:':lllllll!
- O &
COMPARATIVE STATEMENT OF BASIC WAGES IN é =
MADRAS COTTON MILLS—1944 &
. O o
Occupation Madras Madura Mills Madura Area Coimbatore = § é § § ki IR L
S
Drawing tenter w3l 0100 093 08¢ = @ oo v A
Slubbing tenter . L 8 38 011 8 01010 010 3 E
Inter tenter .. 175 0112 0103 01011 Z 3 8083233
Roving tenter .. L 11l oIl 1l 0107 010 4 2 glgmaomg::glill
Roving doffer . 011l 088 078 063 5 &
Lessona winder — 0 8 4 0 8 4 - &) g
Winder — 084 076 026 3 Sm o o o o ki
Cooly e 0129 01010 092 076 m3lggggllill|| £
Reeler 11511 — 073 06 1 2 §: o 2
Single loom weaver ... 1 4 9 — 011 11 010 6 Z ;]
Double loom weaver ... 1 5 11 — 013 2 011 8 % _?D
o © O o 93 ]
Sourck: Report of the Labour Investigation Committee. R S Ol [ .
« @ DT TTED 5
DEARNESS ALLOWANCE - Z 5
The scale of allowance paid to the operatives in Mad i ; : I £
the cost of living index. The scale provides for the payme;iso‘;‘,?;il:ﬁiw;th < 3 o — .
at As. 4 per point above 108 and up to 131; from 131 to 160 it is paid at tﬁz B "é 83832 | I T T O -
rate of As. 3 per point; and thereafter at As. 2 per point. S 3 AR = :6
The rates prevalent in Coimbatore were not linked t ivi o 5
index but the Southern India Mill Owners’ Association inti(r,n:::;zdcgﬁz of living 5 %
mills the rates at which the allowance was to be paid. Originally, it memler . o~ 4
down that the rate should be As.8 for 5 points when thg’ 3 l;v 2s laid < 3 IS 838 ~¢¥ o
between 100-150, thereafter { anna to be paid for the rise of ever‘\lz1 ??x by o S 11 g i =T g
subject to a maximum of Rs. 15. In 1944, it was said that some mills rpiomts & = g
the upper limit. Another unique feature of this arrangement was that claxed = ' 3
the allowance was in cash and part of it was in kind. The latter w 2 pg re of C &
ed by allowing a discount on the purchases made by the worker . }? s % §
co-operative stores. Tin the mill g o3
2§ T EE
Table 18 gives us an idea of the earnings of th i . 2 = a
ccmres.of. the industry. This frequency tableggives Ss‘:(:]rkizlr:am ; he various E<5 E:
the majority of workers were earning. of the wage o~
% T o T 1O
Z — = NN N ﬁ C‘\3 ot
. L
. . m - ” - - o o
d “ g “ é l | <.\|l 4
E‘é g ® s Lo i °.° = ol °I° = 1
'2 05 ™ ¢ 4 o2 o2’ F R R
= o
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In Madras, 61.67%, of

‘ ’ {f the ‘kers .
Rs. 1-12-0 per o A’,“ _the workers were ca
. da . arning be a !
who was (‘alrninq };ilﬁt{l}-”"{'hﬁ: wl,w4 t(;lc largest singlc&itemtw'crcﬁlrlés;v;&() to
. . . { 5 & s. 1-4- er day i RIS, 4as none
in this mill who earned cven more tlnpn Rs WS l[;]c th mills. ‘T'here were some

¢ S r day, '

In Coimbatore, none e;
[ the Lmbe ’ carned more than Rs, ¢ av. .
(t)wce::‘ /:Zobk:rslgv,elc carning between As, 8 tso f2p023dg33 and the majority
As, 8 to 12 and 22.959 were making As. 12 {0 R.s _104W6‘3!’e ge(;tmg be-
) - 1=%=U per aay.
In Madura, the modal ¢l ’
N 4 ) lass was Rs. 1-8- : ¢
ﬁdb earning more than Rs. 2. In thzz r;illls 8;1? /{0 Rs. 1-12-0. None of them
' ar'ilfys, the largest number of people earned th mbas
| :0 dalln{‘levcuy’ the frequencies were distributecf Z?lx:i]e
Trichy. In the las s. 12'to Re. 1 in Ramnad, and As 8 o RS-' 1112'0' The
) ast two ceptres, none earned more tha.n 1{0 112411(1) Salem and
) s. 1-4-
Thus, the wages earncd by per day.

’ ! the majori :
than Re. 1 in most cases. Jouty of the workers were not more

BONUS

There was no regular system of i
T ) t y: of declaring b i .
;;::Ll;,dtilitilhihaw;rc.i of the Tribunal was give?x ircxmll‘l;};n ’i‘n}?ny pouth Indian
disputesin the(indll‘ils(tlre nd’I(‘lheC%er by the mills. T};is };as gf\? the- bonus was
¢ ! y- The Unions allege that the mj en rise to some
accounts and declare smaller profits. They also s‘;}r}n :ﬂg:vt';fgs Iﬁlani}{)ulate the
shareholders do

not complain about this, as th i
this, ey are given b ichi
lated non-declared dividend. This mg;itter i e snarcs which is only accumu.

of the Millowners and the S T 1S just now engagi .
tat i ging the attenti
agreeable method of profit sharing. and it is” hoped that they will evolys oo

THE INDUSTRIAL TRIBUNAL (TEXTILES)

The Tribunal recommended 1947
basi 1 ed that no textile mj
Vﬁ:}x)c \if:ag& gf (]iiS:rgz: :}lso 26 per month i.e., Re. | ;ilivxiﬁlﬁegrdsm"'fi  ther
» the wance was t . ay. 1o
3 as. per point of the cost of living irsld:xli)s ?}:ct}\:g ollowing raes 24 aiet;:]e;

with the lower rate for com i rious regio :
r comparatively smaller pl ke Salas ofthe industry,
palayam, etc. The major centres of the indupst?;Clsill:: eh?:llerr;.ls’ Tﬁcgya RajZ-
» Madura and

Coimbatore were to

( pay at the r :

index of Madras City. ate of 3 annas per point of the cost of livi
ng

These are the rates at whj .
¢ _Wwhich the all is bei
Every worker in the cotton mills in Madras g::xz?elcgeetls5 abglangc grantedf oday.
wage of Rs, 26

per month plus allowance at t
of living index. at the rate of 3 as. (or 24 as) per point of the cost

According to the recomn i .
appointqd ané’ its report was ;ﬁ?ﬁias;ll:(li] So?lf ltgf4T{;)liunal’ a Wa
g:: e};t? ]r)lalli etg tthe bskllled workers,_ as recommended hy the B
tripart‘itg;: Conf:ren}éeatl:) o parties, concerned and they e et the e 1ot
( > to solve it.  The Mill Owners Associ: Xpect the coming
all the mills were implementing the Wage Board r:ccci‘:;ﬁr; ?ld‘ me that
ndations. The

ge Board wyy
9. The wage diﬂ'erential:
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ned that the Wage Board recommendations were unjust to

Unions complai e
aid that the wages needed an upward revision.

the skilled worker and s

TRADE UNIONISM IN COTTON MILLS

Labour grievances were dealt with in the seventies and eighties of the
last century by philanthrophists and social workers. There was no organisa-
tion of workers. The movement began only with the war period.

of the first active trade
has a twofold importance
it was an organisation of

It was here that Madras led India. The story
union which will be told in the subsequent pages
for us: One, it was started in Madras and two,

textile workers.

Labour unrest began to show itself actively in 1918, when political anti-
government propaganda was active and rising prices, unaccompanied by
corresponding increases in wages, caused discontent.. Strikes broke out in the

but, being unorganised and severely

majority of the districts of the Presidency,
discouraged by the Government as a hinderance to the war effort, failed to
achieve success. At this time, Mr. B. P. Wadia, a Parsi from Bombay, who

joined the <taff of ‘ New India’ formed the Madras Labour Union.” How
this happened can best be narrated in Mr. Wadia’s own words. He wrote:

«How well 1 remember the forenoon when two men, unknown to me,
whom I had never seen before, came and told me something about the ¢ suffer-
ings of the Jabourers.” They referred to the Buckingham & Carnatic Mills of
which I had vaguely heard but of which I knew less than little. They referred
10 a ¢ few minutes for food’, ¢swallowing a few morsels’, running lest they

«New India’ office where I was then work-

should be shut out. It was at the . .
ing under my beloved and respected chief, Mrs. Besant. She was not in the
office that day and I was Joath to leave it in her ahsence even for a couple of

hours. But my Theosophical spirit got better of my political duties. I imme-
diately ordered my car, took the two strangers and went to Perambur and
watched outside the mills where I saw the poor labourers at their noon-day
meal. It was quick work. They came, they gobbled, they returned.”

On 13th April 1918, the first meeting of the Textile Workers of the three
mills took place under the auspices of Sri Venkatesa Gunamrita Varshini
amals Bungalow garden, Perambur Barracks

d was held in Ramanu]j
SRaoba}c‘ﬁ jvrilth Mr. B. P. Wadia in the chair. Three factors were responsible for

the suggestion of a labour union:

1. The extremely short recess
(the recess was extended to
gestion of a T rade Union).

9. The frequency of assaults on the workers by the European Assis-
tants in the Buckingham Mills.

3. Inadequate wages in the face of rising prices.

for the mid-day meal of 30 minutes
40 minutes immediately after the sug-

On Saturday the 27th April, the 3rd meeting of the Textile Workers was
held, and the Madras Labour Union was inaugurated. Mr. Wadia spoke to the
workers on the dignity 0
self-respect and self-reliance. The Government of Madras began to take note
of these meetings. On 18th May, Lord Pentland (then Governor of Madras)

f labour and the necessity for cultivating a sense of

“
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sent for Mr. Wadia and expressed disapproval of his line of ;
lency thought that these activities wm}:l}c)l hanrlx1())0131'111\5471:11;'1 ce(f)f'io;;lso ;k;dHls bl
the cessation of such activities. Mr. Wadia said that he could ,t d_suggqsted
them unless the suggestion came from the workers. He was thIt10 acsted 1o
see Mr. A. P. Symonds of Messrs. Binny & Co., which he didnthreq{p ?]Sted' o
}n(gnsl‘ngi) On the 24th of May, Mr. Wadia wrote a letter to Mr 'CI‘ E (])\\/r[ﬂr_lg
IG5 rivate Secretary to H.E. the Governor, thanking His Excelle, oir,
ringing about a friendly relationship between himself and M)fcesency for
He then made certain suggestions to Sir Clement Simpso Lh Tmonds
1\4essr§. Binny & Co., in his l_etter dated 30th May 1918 I\/II)r r\k’aﬁj‘e head of
g;:dhxs ltlzfttte)r by declaring his preparedness to discontinue the meetlii Confdl:-
Madras Labour Union. While Mr. Symonds and Sir Clement were o C"dt y
ing his letter, he did so. ““ The labourers will not approve of this g?llzsi ::r;

eager to do all I can to meet your wishes.”” O
: C . n i
to the Private Secretary in the following terms:28th June, Mr. Wadia wrote

“ Mr. Symonds has not replied to m

courtesy of acknowledging it. I())ne full xzul)itttﬁr}?ansdp}:;:cgna%en shown t.hc
had been kept...no meetings have been held and the laboure nﬁy promise
their Sunday aftqrnoons at semi-religious Harikatha perform s have spent
not been helped in any way.” On 30th June, Mr. Moir wrotéi ncgs'.“l have
expressing pleasure at hearing that meetings have been suspe dad rief reply
porarily. But there was no answer from Messrs. Binn gnce N o et
51gnc'd petition from the workers suggesting a strike WZS rec Y ?1 largely-
Wadia. At.a meeting on July 3rd, he observed: «If by goin cive 'by Mr.
were affecting the pockets of Messrs. Binny & Co., I would n g on strike, you
are making plenty of money ; but by such a step ! ot mind, for they
the Allies ; our soldiers who have to be clothed v,vill be put to i :

and we have no right to trouble those who are fighting our %‘_Con,vemence
because a few Europeans connected with the mills and this Go ing's battles
acting in a bad manner. Therefore we must have no strikes.” vernment are

In October 1918 there was the first lock-out i
account of the objection.of the men to obey the ruizl otill f)e?r; & rC. Mills on
mills at 6 a.m. Mr. Wadia advised the workers to be prcse%xtp et at the
hour the management required of them. In his speech he said : at whatever

“ If to- morrow Sir Clement Simpson or his Assi i
that you shall be present at 5-30 a.m....for this 10ci:s-fts)tuatnttflég l:e ylou o e
mills and they alone are responsible.” mployers of the

Following Mr. Wadia’s advice, the workmen
The Union had by this time been definitely estabH:l::data:l}:; B D &.m.
opened in the Perambur Barracks for registering complaints :n Ofice was
§upply of cheap rice was also opened. Commenting on the .lo kstore for the
issue of 31st October, ¢ New India’ had the following Editorial'c out

““ Where is this to end ?

, in its

“ Though the men were ready at the gates pri
them had to come from long distzmces drengched Pi)rll‘";;iri(_)_fh:'m._lg]any of
get in because of the narrowness of the entrance, and thossey }clou not all
behind were kept out. Whose fault is it that the g,atc is too T aned
men to enter in time ? The trouble will be more serious in then arrow for the
the people who could not enter this morning in the course of lrxlglof"a?‘ec}?use
i : ; our

you will injure the cause of -
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their food; and enter again within the same period. Is
ble... The Deputy Commissioner of Police was on the
f the scandal.” .

have to go out, take th
that feat humanly possi
scene...an eye witness o

On 9th November, the Union passed a resolution appeai_ing to the Govern-
ment to consérve the stock of food stuffs and take more effective steps for

distribution of the same.

. On the morning of the 27th November 1918, a second lock-out. was
ordered by Messrs. Binny & Co. < New India’ wrote on the causes of the
lock out :— . _

«The B. & C. Mills have ordered a lock-out on the ground that the
manager and the accountant of the first, and the weaving master of the second
Mill were assaulted yesterday and on Monday last respectively. The identity
of the person who took part in the mischief ‘could not be made out in spite of
the best efforts of the Jobbers and Maistries. We understand that a number of
suspected persons were produced ‘before the assaulted, without result. The
assault took place at obscure places and seemed to have been the work of

individuals.” .

Proceeding, the ¢ New India’ asked whether it was fair to penalise the
vast majority of workers for the guilt of a few. On 28th November,
Mr. Wadia addressed a general gathering of 5000 workers and said...“ my
sympathy goes entirely with the mill authorities...we must help to find trace
of the culprits and treat them according to the law of the land.” o

The following resolutions were passed : -

1. « 'This meeting records with extreme regret the reported assaults
on the European Officers of the Mills and appeals to all its
members to put the principles of the Madras Labour Union into
force by helping the police to trace the culprits.. .

2. ...regrets the action of the mill authorities in ordering a lock-out
of the two mills and causing intense suffering to labourers in
these hard times of economic distress and urges the Mill authori-
‘ties to resume work.” :

The Union opened a relief fund on 4th December. On the 5th, a notice
was put up by the authorities of the B. & C. Mills that the mills, with the
exception of the Weaving Department, would run, but that the weaving shed
would remain closed except to those who were willing to apologise for their

recent misconduct.
On .the .6th Decerﬁbm, the Union passed the following resolution :

« This meeting...views with great regret the notice issued...as the plan-
suggested would tend to untie their unity and hereby appoints 18 men asa .
special committee to negotiate with the authorities and bring about an ami-
cable settlement. ; _ S

'On the 7ih and the 18th, the representatives of the Union ‘went to sec.

the authorities and put forward these rcqpe;tj: ' ‘
ca ‘-Pay'fm-thc days of the lock-out, N T
TI—33 ’
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b. The restoration of the gratuity fund to the weavers.

c. The reinstatement of men who were suspected of complicity in
the assault.

The authorities refused to accept the conditions laid down by the workers.
Mr. C.F. Andrews arrived in Madras on the suggestion of Gandhiji to effect
a settlement. The meeting passed a resolution appointing 18 members to
meet the authorities of the Mills with Mr. C. F. Andrews to lead them, on the
following terms:’ ' ,

1. An expression of regret for the recent assault on Europeans and a
promise to do their utmost that this shall not happen again,

2. A promisc on the part of the Manager to promote good feeling, and
to deal strictly and impartially with any cases of harshness and
illtreatment brought to his notices

3. Restoration of the quarter share of gratuity fund.

4, Mills to resume work, if possible, at 24 hours’ notice being given of
the acceptance of the terms of the deputation.

5. No victimisation.

The Union agreed not to claim pay for the days of the lock-out and the
reinstatement of the dismissed men, and requested Mr. Andrews to intercede
on their behalf after the opening of the Mills.

Sir C. Simpson would not accept the arbitration. In a stat .
Madras Mail onp 10th December, Messrs. Binny & Co., narrated thnl?rllt 311 3116
circumstances under which the Madras Labour Union was started,g Thei?
main objection was against a politician being the chief man in the Trade
Union. As they put it:

«“ The present one with representatives who know absolutely nothin f
labour conditions in Madras or over the rest of India, whose primary integrrc(;t
is politics, can serve no useful purpose...and is causing untold mischief, mjs.
understanding and needless suffering.” ’

. Mr. Wadia replied to these charges by quoting examples frg ;
Trade Union History. ‘p rom English

He received at this time a signed petition from the workers in the fall aw-
ing terms: ¢ The European officers ill-treat us in every possible way. When-
ever we ask for oil, etc., they say, Go to Wadia. He will give you oil and alj
other things you want.” In the rainy season we go there completely wet and
used to dry the wet clothes inside the Mills. Now, the Officers as soon the
see the clothes they tear them to pieces.” Y

An effort was made at this time to establish, under the auspices of the
Union, an employment bureau for finding employment for those who had
been turned out of employment for joining the Trade Unions in the City. As
the lock-out was still continuing on 15th December, a public meeting was ixeld
at Gokhale Hall to discuss the situation, with Mrs, Beasant in the Chair,
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Relief measures, including the salé of cheap rice at 34 measures per rupee,
and a bank for the benefit of members who would get loans at a rate of
interest not exceeding two pies per rupee per month were started.

After the lock-out was over, Mr. Wadia concentrated his atténtion on
the stores and the bank. A Committee of 9 men was formed to give relief to
the men who had suffered in the lock-out. On 14th April 1919, the Madras
Union celebrated its Anniversary. ' ‘

REVIEW OF THE WORK OF THE MADRAS
LABOUR UNION

.~ The activities of this Union raised both storms of protest and-approba-
tion from two quarters, the Loyalists and the Home Rulers respectively.
What attracted the attention of the early trade unionists was not so much the
economic conditions of the workers as the treatment meted out to them by
the European Assistants of the mills. :

As a sample of a type of attitude towards this Unior;, 1 quote twa passa-
ges from Gilbert Slater’s book, ¢ Southern India’ (Page 322). - ‘

*« Mr. Wadia secured a somewhat reluctant permission from Mrs. Beasant
to take up the work of organising the cotton operatives into a tradé union...
...He gathered his members from B. & C. Mills alone leaving the Choolai
Mills undisturbed...Accordingly Messrs. Binny & Co., took up a hostile
attitude.” ) o : ' ' e

An able and just verdict is passed on the activities of the Union by
Mr. B. Shiv Rao in his book ¢ The Industrial Worker in India’ (Pages 15-16).

« Looking back after an interval of nearly 20 years, it seems soméwhat
strange (though it was inevitable at that time) that in the absence of precise
knowledge of the general conditions of industrial labour in India, ' his
(Mr. Wadia’s) criticisms should have been directed against mills which,-on
standards commonly accepted in India, could show a good deal of which they
had reason to be legitimately proud. ‘

It was unfortunate that the beginnings of the workers’ movement - were
thus wrapped in suspicion of a sinister design being at work undernecath.”

Nevertheless the Union lived and throve.

To-day it is one of the strongest Unions of Textile Workers in the
State. The relations between the Union and the Management, though not
cordial, are not antagonistic. The present leadership of the Union is under
Socialist domination and it functions as an auxiliary.to the Hind Mazdoo

Sabha. °

TRADE UNIONISM IN COIMBATORE

The workers in this centre of the South Indian Textile Industry have
now three trade unions run by the Intuc, Hind Mazdoor Sabha, and the
Arruc—the Congress, Socialists and Communist dominated organizations. I
collected the following information about trade unionism of this place from
Messrs. Chinna Dorai and Vriddagiri—the local Trade Union leaders.
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It was Mr. V. O. Chidambaram Pillai who

for a workers’ organization in 1920’s. About this peﬁrl':)td,s ttz}tll:‘;idrszhsiﬁﬁvlﬂg.em
Railway strike occurred and this gave a great encouragement to th [l} lan
spirit. Mr. N. S. Ramaswamy Iyengar who gave evidence before thz Rnlon
Commission on Labour was also one of the first Trade Unionists in th oyal
trict. Mr. Basudeva, a local lawyer started a regular Union of work In the dis-
’{Jhl_s ﬁrls.t n:lal 'Ic‘lradc Unlilo? was called the Coimbatore Labour Upior. 1%;9.

nion lived and grew till 1937 when the electi c 1o o LIS
and Council tookgplacc. ctions to the Legislative Assembly

1937 was a momentous year, when a gener i = . )
tore Mills. The strike bcgagll first in Lal%shmia;\/ﬁfllsk cf;?ﬁivigcf, n C(.nmb?'
Kaleeswar and Somasundara Mills. The exact reasons for this y fsimkes- n
are not known and each side has its version of the happenings XO"{ agration
with many of the strikes, the official reason is seldom the rcgl ey 18 the case
only an accumulation of grievances that drive the workers tocﬁuse’ and it is
to this extreme measure. The dispute over the question of bo, ave recourse
vally mentioned in this connection. After this, the Govern ent socane:
Mr. M ankatqramiya as the Court of Enquiry to inquire En:m ﬁppomted
conditions in Coimbatore Textile Mills. It was in these t:roubll1 0 the labour
the Coimbatore Mill Workers’ Union was started. The politi olus imes that
its lc.:a.dcrs' dld. not for some time hinder workers of Othrt)tr Cl?‘ opions ?f
participating in Trade Union activities. For the t‘:lecti(r:0 itical faiths in
Legislature from the Textile Labour Constituency the Con to t.he St.atc
mcx_nb.ers wanteq Mr. Karupuswamy as a candida’te but ?}l,mum“ Union
majority, were in favour of Mr. N. G. Ramaswamy. This | g others, the
acclaimed as a selfless worker in the cause of Trade hnio labour leader is
Congress Socn_thst and it will not be an exaggeration to sas r::m.b He was a
the Trade Unionism in the district would not be so power)f,'ul ai ut for him
rumoured that he had to face persecution at the hands of lot t is generally
for his faith and work. : ocal mill owners

The views of the majority prevailed, and M | '
unanimously, the other candidate withd;awing. r Ramaswamy vas elected

Immediately after the election, the me i . .
divided. Some of the anti-Communists andn:l'::r%l(l)rr)lgxistshgeumon became
from the Union, and started the Coimbatore District Textile wments ,secech
in 1938 with Mr. Ramaswamy as the chief, orkers’ Union

These two Unions were conducéting thém qui .
the b_i'g.gcst ‘'strike in the Coimbatore iﬁlls tiﬂz?;lggétem]s} o 1348’ when
imposition of the final work loads recommended by' the: S\:'as 4 ue-to the
Committee. After this strike was over, the Textile Workers’ Sn. ardxsatl'on
hitherto was led by Mr. Kuppuswamy, the Congress Labour M I‘J“Xn, which
face defections. There was a difference of opinion between tﬁ -S. s .had to
Congress workers and this led to the Congressmen forming 2 se l.ocxahst and
with the same name and register number. On reccivinga Pinter Union
the Congressmen that the Socialist had staged a coup- 5_“ ;ﬁomplamt from
sioner of Labour investigated the matter and declared t}‘: , the Comgxis.
conducted by the Socialists were democratic and warned that the elections
not to make use of' the same register number. Now this ¢ l(,}Ongessn.len
styles itself, The Coimbatore District Textile Workers’ UnionSI(,(l]g:g U)m on

ress),
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This is a short account of Trade Unions in the district. All the labour
leaders with whom I discussed the matter were unanimous in their opinion
that the division in working class was unfortunate; but none of them' was
prepared for unity talks. The Communists blame the Congressmen and call
them, ‘goondas’; the Socialists call the Communists, ¢ misguided enthusiasts, ’
and the Congressmen as ‘ traitors.” The Congressmen, in their turn, blame the
leftists as using the working class as a pawn in the political game. -

About the strength of the respective Unions, it is difficult to say anything
definite because we cannot be guided by the membership figures which
represent only the subscription-paying members. From the information I
could gather, it seems as though the Communists have a considerable amount
of influence in the town mills. The Socialists have great influence in the
other mills, and this: they share with the Congress Union. It is difficult to
assign shares for these two Unions. On the whole, the Socialists seem to have
the maximum following. '

None of these have the recognition of the mill owners. The relationship
between the Unions and the Managements is not at all cordial. The manage-
ment accuses the-labour leaders as ¢ self-seekers > who have no interest in the
industry. Some mill managers told me that unless the workers oust the out-
siders nothing in the way of improving theé labour-capital relationship would
result. The Court of Enquiry in 1938 recommeded that the mill owners
should recognise the Unions which were duly registered, unconditionally. He

also wrote : .

“ Supposing that a registered trade union is not recognised by the mills,
the result that I can foresee will be the continuation of the present distrust
of the employer which has deeply entered the mind of the worker....”

The mill owners have not heeded the words of the Court of Enquiryand,
as forecast, mutual distrust is the order of the day. The Secretary of the
Southern India Millowners Association, when I discussed this problem 'with
him, vaguely suggested that the Association had recognised the Congress
Union. But generally the managements do not seem to think that recognition

would help matters very much.

Inter-party, and union rivalry i¢ common, and the labour leaders seem to
think that the best way to establish their genuineness is to outbid the oppo-
nent in making large promises to the workers. To give an example, the

interim “workload prescribed by the Standardisation Committee ¥ now

accepted by many as the proper work load ‘in ‘mills. The Socialist Unioni
has accepted this but, to spite them, the Congress Unionists, I am told, have
proniised the workers that they would still further reduce the workload if
only the workers supported them. Thus, there is a regular aiiction' going
on to win the support of the workers for their respective unions. ~ -

UNIONS IN THE MADURA AREA

The Madura Labour Union was started by Mr. S.R. Varadarajulu Naidu
in the early 1930’s. He was one of the witnesses who gave very valuable infor-
mation about the labour conditions in the industry to the Royal Commissiorr
on Labour. In this connection, the relations between the Madurai Mills and
their Union are worth special mention. The relationship between them..is
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very cordial and the co-operation is real and effective i i

out being a .Comp_al})f Union, is trusted by the manag,e;rl‘ec:;t t;::::dlil::onu wnhc;
to carry on 1ts activities with the object of improving the moral and m rtag_e 1
cor_xdmons of the worl‘cers. A unique feature is that when new recruits : o re
quired they are recruited through the Union although the final decisior: fein
thc_han_ds of the management. In regard to dismissals also, altho hls }lln
Union is not .allowed to interfere, they are given a chance’ to - Vthc
cases. In all its welfare activities, the Union is freely consult :it“eg thc
opinions of the representatives respected. ¢ and the

The other mills in the area do n
ot have such a hearty co-operation wi
. 1 : y co-operatio
their respective trade unions and labour troubles are frequent in them i

In this connection of trade unions i iti
; | , and their recognition, we wi
consider the pml?lem of ¢ 01.1t.51dcrs.’ Almost all the U%\ions h’avc 1‘;::(1)1 }l!: v:/l:g
are not v»forkers in key positions. The managements, all these 30 ycar:s have
t?llfen serious OI;JCCUO’I(; to this and have, on occasions that suited thcm’ used
is presence of outsiders as an excuse for non-r it i

) o -recognition. Even th

;L,;:n ;E:)l(li ym‘:ir:;gegs feel that(i due to their ignorance, the mill workers ?::«g:g
education and leisure to guide their unj iviti

0 C 1 \ 7 jon activities, the
me while I was discussing this problem with them, that they were ag a.inZtt;:)}lzd
present set of people who run the Coimbatore Unions. 8 ¢

As observed by the Royal Commissi i

) 3 mmission on Labour, if outsiders

dcsxlx("a(tl)le va{)lcty are at the helm of affairs, it will not b’c long bcf()t:f t.hacf1 ::;
necked out by the workers. In most cases, the complaint against the out:;ders
is an excuse for the non-recognition of the Trade Unions.

The wordsof the Royal Commissi

i g ssion on Labour, regarding labour-capi
relations written nearly two decades ago are as ;rueg todag as (:ﬁr o
then. They wrote: Y ey were

“We believe that an im i
- liev portant factor at work in creating in i
unrest in India is the lack of contact which too often exists bctwegcn ?}:: ':xlr?}

ployers and the employed...In ti i
Doy etanding 1 evidem.”prac ically every industry, the lack of contact

WELFARE WORK AND GENERAL LABOUR-CAPITAL
RELATIONS

~ The one thing that a mill manager would i
inquisitive researcher is about the Welgt"are work i:eh\irser:ﬁlgilaevt&l;nggr_m e
that some mills, like the B. & C. Mills and the Madura Mills, have done‘s tml:
to provide amenities for labour, for the most part, the other mills have ;'m:icd
to do this. Every year, the Factory Inspector’s report gives a resume ?'“121
;ﬂ'orts in this connection in the various factories, but the work detailc:do 1'1t .
is very meagre and the efforts do not touch the fringe of the problem. 1 g_re
cussed this aspect of the problem with some mill managers and the also f li-
th'at what.was l?elr}g done was very little and there was much to be i¥n r0 cdt
Dispensaries exist in almost all mills but they, as one experienced mill nE)aOVe :
told me, ¢ provide pretty little other than Aspro.” The Union leaders comm;gszr
that the mill doct(?r is useful only for giving certificates of sickness and V\}I)oai(n
mens’ Compensation. They say that the workers have no further use of h'r .
T.B. is supposed to be an accupational disease, but till now no effort has b::n
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tal for the workers. As a mill manager suggested, the
this respect is to pool the resources of all the mills and
This can be made to look after confinement

made to start a hospi
best thing to do in this T
then start a first class hospital. -

cases also.

Tiffin sheds, cycle sheds, canteens, creches etc., are provided for by the
Managements in many mills, and a manager, with 20 years’ experience of the
Coimbatore industry, jocularly told me that the managements were prepared
to do what all the law prescribes and nothing more. He also said that the
only way of getting the managing agents interested in these things is to make
them into laws the infringement of which will be visited with prosecution.

.

Whatevér be the truth in it, things. do not seem to be very different in y
mills, to an ‘outside observer: man‘

1t has ‘already beeﬂ pointed out that the managements have been adopt-
ing a very hostile attitude towards the Unions and their leaders. The following
statement from a responsible mill owner will prove this :

«The Government do not seem to realise that, but for the industrialists
who have built up cotton mills in India, the people would today practically
go naked in spite of the Charka.

It is regrettable that Government should think of enhancing the punish-
ment of the employers instead _of protecting ghem from the attack and
violence of ungrateful labour misled by _mischwvous Communism. Unless
Communism of this type 18 suppresscd, the industry will die and the country

will scon become bankrupt.”

On the other hand, the Union leaders accuse the managements of corrup-
tion and calculated neglect of labour welfare.

Between these two classes of opinion, the managers hold the middle way
and act many times as the liaison. While they too do not seem to like the
attitude of many labour leaders, along with their employers, they also do not
seem to appreciate the stand taken by the mill owners. Some of the Managers
are much interested in the welfare activities of their mills and would like to
extend them if they were given a free hand. Perhaps it is not very proper to
blame the managing agents even, as they are interested in just not one
venture but a number of them. They seem to have their fingers in too many
pies. So they are unable, even if they want, to be useful in this regard.

The past history of labour relations in the Coimbatore industry has so
fouled the atmosphere that it may take a long time to establish cordial rela-
tions between the Unions and the managements. If the present attitude
continues, it can definitely be said that such a thing as labour-capital co-opera-
tion will be a dream. While the workers are daily preached a hymn of
hatred by interested parties, the managements are doing nothing to narrow
the gulf between the workers and the managements. The workers in this
centre have no provision of provident f'und and other amenities. Until a few
years ago, the wages were low and thc_: life they were living was wretched. The
standardisation of wages now done will help to ease the situation but the gver-
jncreasing prices of necessities seem to outstrip the rises granted, ‘
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INDUSTRIAL DISPUTES IN COTTON MILLS
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The year 1942 which wasa momentous year in the history of India, when
the Quit India movement was launched, was one in which some strikes took
place. Concerted action was not possible as this move was opposed by the
Communists and, moreover, this was a purely political upheaval. The Quit
India movement failed to achieve independence and the strikes in the

industry likewise fizzled out.

The number of strikes during the war years were not many. The few
that took place were due to individual grievances. This might have been due

to the possibility of alternative employment in the army.

Again, in 1946, another wave of unrest began. Strikes and lock-outs
became general. An added feature of the strikes in this period was the inter-
union rivalry. While discussing with the important trade unions in Coimba-
tore, 1 gathered much information about the history of the strikes in this
period. But these statements contain many half-truths. Retailing it here will
serve no purpose. The Communist unions accused the other unions of sabotag-
ing the workers’ cause. There was a police firing in the Coimbatore Spinning
& Weaving Mills in this connection. The reasons for these strikes were many
and, sometimes, even frivolous. The mill managers complained that discipline
istent in the mills. They also accused the labour

and order were non-ext . |
leaders for encouraging industrial unrest. In this period, an Industrial Tribunal
(Textiles) 1947 was appointed. About the conditions then existing, the

Tribunal reported :

« may not be wrong if I say that in the strikes which took place within
the last one year, not one in the Textile Industry has been treated as

justifiable.”

«The real cause of grievance is said to be that thc.labour has not been
treated justly and squarely after the war.” ! ' '

The strikes were not confined to any one centre of the industry but were
general and widespread. S

Even at the risk of being repetitive, I would like to state that the real
cause of the strike is many times not the official cause. The attitude of the
employer, the general living conditions and, to some extent, the encouragement
given by the labour leaders might have led to this series of strikes. The fact
that the Tribunal recommended a 100% rise in the wages proves the fact that
the wages were very low in 1946.

The recommendations of the Tribunal led to the appointment of a
standardisation committee. This body fixed the minimum workloads for the
various grades of labour. These recommendations led to another series of
strikes in the industry. Details about the workloads and the schemes of
rationalisation will be dealt with in the next section.

The 108 days’ strike, a result of the misunderstandings in the implementa-
tion of the final recommendations of the standardisation committee, was a
subject of many negotiations. The acceptance of the interim workload has
not solved the problem, and many strikes which occured in the industry

recently were due to this.

TL—33
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Whether the individual strikes were justified or not, every ° general ’
strike has led to the betterment of the conditions of the workers. Iglowevcr
much we may regret the flimsy reasons given for the launching of a strike, it
must not be forgotten that the ultimate aim of all strikes is the obtaining of
better living conditions for the workers. What is more, all the improvemgcnts
that took place in recent years have been the result of Government inter-
vention.

WORK LOADS AND RATIONALISATION IN THE INDUSTRY

This problem has been agitating the minds of all concerned in the
industry from the time the Standardisation Committee published its report
This Committee was appointed on the recommendations of the Industriai
Tribunal (Textiles) 1947 which raised the wages of all catagories of workers
to Rs. 26 per month. The mill owners protested that the sudden rise in the
wages had upset the conditions inside the Mills. They complained that the
workers were slackening work and wanted that the workloads should be
prescribed in the mills. The Union people also supported this as the mills
consequent on the rise in the wage bill, began an orgy of dismissals and’
closures. This was prevented by the Government, who also appointed a
Committee to go into the question of workloads. This Committee deliberated
for some weeks and brought out a report with final and interim workloads
I learn that the introduction of the interim workloads was not favoured b‘
some people on the Committee. The Unions alleged that the unholy hurr¥
with which this work load fixation was done, was due to the Government’s
desire to placate the mill owners. However, this is only a statement by an
interested party. But one responsible Government servant, who at that time
was in the know of things, told me that the time at the disposal of the
Committee was short.

With the publication of the recommendations, the mill owners ttied to
implement the final workloads. The Unions felt that the final workloads
prescribed by the Committee were too high and staged the biggest. single
strike in the mills all over the district. This was in 1948. After a img perigod
of negotiations and consultations between the State, the workers and the
managements, a settlement was arrived at to work only the interim workload
for the time being. A truce was called and the work in the cotton mills was
resumed. But it did not stop with this. Even as recently as two months
back, there was a strike in a mill in Coimbatore due to the mill owners tryin
to implement the final workloads. While it was generally accepted thaty thg
mills should work only the interim loads, there were some mills which workeg
higher loads than the minimum. This was due to a variety of reasons, th
Unions declaring that it was due to the mill owners forcing labour to Wo l(:
these higher workloads in times of distress. The workers had just thr
emerged from 108 days’ strike. It was not the fairness of the loadJ but tﬁn
threats of the managements which made it possible. This statement ma be
taken for whatever it is worth. So the position of the industry today is thyt o
some mills the workers are made to do less work while in some o)t,hers ?h cy
are attending to a larger volume of wotk. The unions in mills where hj hey
workloads are worked, naturally, encourage the workers to go slow ancigthe‘r
has resulted in numerous disputes. 18

Workloads should depend on the number of breakages i :
the smaller the number of breakages, the higher should bge t;:: Svaocr}lld?a::i], %I:ﬁ
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there has not been agreement on the number of breakages in the Coimbatore
mills. Some say that they are to the tune of 600 to 700 and some others rate
them at not more than 300. The union leaders told me that they were pre-
pared to do more work if only the conditions of work improved in the mills.
It is expected that the tripartite conference of the workers, the managements
and the State will solve the problem to the satisfaction of all,

There is another aspect of the problem. The worker is interested in the
workloads not only because they concern the amount of work done by him
but also as this would affect the general employment in the industry. The
threat of retrenchment is another reason why the unions oppose the working
of the final workloads. The mill owners argue that it is in the best interests
of the country that they would like to rationalise the industry. No one can
have any objection to the rationalisation of industry, but if no effort is made
to absorb the surplus labour in the mills sent out in this connection, it would
be a net loss in human terms to the country. This problem cannot be viewed
in isolation. This must form a part of the general planning for the future.
Rationalisation can be useful only if it does not create widespread unemploy-
ment in the country.

_ Without a real co-operation between the employers and the employees, the
industry will be a hot-bed of discontent. The only way to achieve this is to
create an atmosphere in which problems that face the industry could be
jointly discussed with goodwill. The managements should realise that
workers’ help and goodwill is needed to run the industry. The workers should
realise that continued hostility to the mill interests would get them nowhere.
These things are easier said than done. What the industry needs is a set of
persons at the helm of affairs in both ranks who have the good of the nation
at heart in the most comprehensive sense of the term and also have the tact
and patience to work out the details of plans laid out in tripartite

conferences.
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AP ) TABLE III—IN MADURA AREA, 1944
PENDIX Occupation Avg. basic Net

wages earnings

TABLES SHOWING WAGES AND EARNINGS OF COTTON MI
WORKERS IN SELECTED OCCUPATIONS IN CERT L Rs. A. P Rs. A P.
MILLS AND AREAS AIN Drawing tenter 0 9 3 1 7 6
Slubbing tenter 8 ig lg i 9 2
TA — Inter tenter 9 9
BLE I-B. & C. MILLS, MADRAS, 1944 _ Roving tenter 8 1(; g 1 9 3
; ; Ring doffer 1 6 6
Occupation bfﬁf u(}i::le}; Avg. daily Rovging doffer 0 7 8 1 5 3.
Rs. A gP net earnings Spinning full siders 011 5 1 99
Drawing tenter l Tt Rs. A, P. Reeler 0 7 3 1 6 1
Slubbing tenter 3 1 2 0 6 Single loom weaver 01111 1 7 4v
Intermediate { 8 8 2 6 4 unble loom weaver 013 2 1 8 7~
Roving tenter (single) 1 z l? 2 5 8 Winder 8 ; 1(15 1 6 77
o (double) 110 8 115 2 Cone winder 0 6 4 1 7 9~
ng piecer (siders) 012 6 2 9 9 Pirn wm,dgr 1 2 9
Roving doffer 1 911 Lessona winder 0 8 4 1 8 8
Frame doffer 8 lé H 110 0 Cooly 0 9 2 1 4 4
g;re‘s sv(i’fg;r ? 10 9 i ; 1? Sourck : Report of the Labour Investigation Committee p. 151
Cpne winder 1 }) 8 2 0 3
Ililml winder | 2 1 é 115 4 TABLE IV—IN COIMBATORE MILLS, 1944
eeler 2
One loom weaver 1511 2 g i Occupation Auvg. basic Net
Two loom weaver } g 19 2 5 2 wages earnings
é?o (l)cl)om weaver 2 3 (l) 2 5 2 Rs. A. P. Rs. A. P.
y 012 9 ? 1(7) g Drawing Tenter 8 lg g 015 8
Source : I ' Slubbing Tenter 1 210
Report of the Labour Investigation Committee, p. 43. Inter Tgnter 010 11 1 4 1
Roving Tenter 010 4 1 2 8
TAB Tarawalla 01010 1 49
LE II-MADURA MILLS, [944 Frame Doffer 06 2 012 6
. ’ Spinning Doffer 0 4 9 0 8 0
Occupation Avg. basic Net Roving Doffer 0 6 3 011 5
wages cartings Double Sider 013 7 17 8
Drawing t Rs. A. P. Single Sider 0 9 7 1 1 8
ing tenter 0 10 Rs. A, P. Half Sider 05 6 010 1
Slubbing tenter 01 0 110 3 3/4 Sider 0 6 8 012 6
Inte_r tenter 0 ll 8 112 0 Winder 0 6 3 012 8
Roving tenter 0 12 111 5 Colour Winder 07 8 013 7
Roving doffer ol 111 5 Grey Winder 0 610 011 10
Ring doffer ) 5 8 1 711 Universal Winder 0 411 0 910
Spinn 0 ; 9 1 6 9 Cone Winder 05 0 0 810
pinner A 17 7 Pirn Winder 05 1 09 2
Lessona winder A 18 47 Cheese Winder 0 510 010 5
Winder 0 88 4 1 8 8 Single loom weaver 010 6 1 2 8
” 0 8 4 1 8 77 Double loom weaver 015 1 110 0
Cooly 0 10 14 1 8 0 Reeler 0 6 1 010 6
0 1 4 9 Cooly 07 6 0 13 11

Source : Report of th . '
e Labour Investigation Committee p. 150. : Source: Report of the Labour Investigation Committee pp. 58, 59.
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