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SUMMARY OF RECOMMENDATIONS.

1. We have divided the Mill Industry into two sections—the
woollen and the worsted. Taking woollens first, we have proposed
Blankets the separate classification of woollen blan-
) kets in the Customs Schedule. We define
a woollen blanket as one containing not less than 25 per
cent. wool, and recommend that a specific duty of 4 annas a Ib.
combined with an ad walorem duty of 25 per cent. should be 1m-
posed on all woollen blankets. A minimum duty of one rupee
per blanket is proposed in order to protect the handloom industry
and the lowest class of mill blanket against the importation of
very light rugs made of shoddy and mixed materials.

2. In regard to other fabrics we have found that protection is
required against shoddy materials from Italy and other countries.
We have recommended that shoddy goods
should no longer be excluded from the
classification of woollen piecegoods and
recommend a specific duty of one rupee a lb. with an alternative
ad wvalorem duty of 3d per cent. on piecegoods classed as
¢ woollens .

3. In the worsted section of the industry we find that protection
is chiefly required against Japanese goods. We recommend that
shawls should no longer be treated differ-
ently from other piecegoods. We have
found that the ad valorem duty required to
protect the industry against Japan amounts to 77 per cent., a figure
far greater than that required against other countries, the currency
of which has not depreciated. We therefore suggest that if it be
feasible under the Trade Conventions, the protective duty should
be fixed at 40 per cent. and be coupled with an exchange compen-
sation duty, and recommend that authority should be taken to
impose this exchange compensation duty against any country on
proof of currency depreciation, or similar stimulation of exports.
In the case of Japan, the exchange compensation required to-day
we find to be 37 per cent. The system of a quota is discussed, and
left as an alternative. In view of the present chaotic condition of
the world’s exchanges, we propose that the protective duties should
be imposed in the first instance for 3 years only, or until 3lst

March 1939.

4. We have been unable to recommend the protection of Indian
yarns on the grounds that the Indidn Mills have been hitherto
unable to meet the demand of subsidiary
industries, that there is reallv no indepen-
dent spinning industry in India which can satisfy the conditions
of the Fiscal Commission and that the handloom and small scale
industries 4nd the hosiery industry require cheap varn in order to
safeguard their existence, ' .

Piecegoods classed as
¢ Woollens ’.

Worsted shawls and
piecegoods.

Worsted yarns,



B/ SUMMARY OF RECOMMENDATIONS.

5. In regard to mixtures while we consider that the Customs
or T'rade Returns should continue to recard the import of mixtures
Alictiuros separately  tve  recommend that mixtures
Mixtures. 1 : ] 1 th 1 ﬁ t f
iich  come under e classification o
woollens should be su )]eut to the same specific duty or ad valorem
duty as pure woollens and that wvorsted mixtares should be liable
to a similar wd valorem duty as pure worsted goods.
6. In regard io impol‘ts from the United Ningdom we have
found that under noue of the above categories 1s protection required
R} . for the Tudiun mdmfn to an extent ereater
Preference to imports  (},y can he covered by the present revenue
from United Kingdom. i . T
duiv and that accordingly preferences may
be given to imports from the United Kingdom without harm to
the interests of the Indian tudustry. 25 per cent. ad valorein duty
may therefore be retained on woollen aud worsted piecegoods and
liosiery and a preference extended to blankets and rugs.
We have found that the present revenue duty of 35 per cent.
is sufficient {0 protect the'Indiau industry, 1f the duty on yarns
. he not raised. We recommend that the
Hostery. protective duty be fixed at Te. 1-2 a 1b,
(necessary to cover socks and stockings) and at 35 per cent. ad
valorem, whichever duty be the higher.
8. In view of the increasing use of staple fibre in the manufae-
ture of mixed materials we have recommended that artificial staple
fibre should be admitted like other raw
Miscellancous: Staple  materials free of duty or at the most subject
fibre. to the duty at plesenf levied on imported
cotfon.
We propose that clearer cloth and sizing flannel shonld no
Clearer cloth, sizing longer have the reduced preferential duty
flannel  and belting  given to mill stores but should henceforth
yare. be ipcluded among other woollen imports.

Belting varn should he treated as other varns,

10, We recommend the prohibition of the export of lambs’ wool
on the pelt in order to prevent the increas-
ing practice vl the slaughter of ewes with
youug.

Export of lambs’ wool.

Report

on the

Woollen Textile Industry.

CHAPTER 1.

Preliminary.

This enquiry was referred to the Tariff Board by Resolution

Na. 91, (2)/34, dated the 20th October, .

Extent of the en- 1934, of the Government of India in the

quiry.

Commerce Department which runs as

follows : —
““ The Government of India have received representations
from certain woollen mills in India requesting tlat protection
may be exteuded to the woellen industry. In pursuance of
paragraph 3 of the Resolution of the Government of India,
Department of Commerce, No. 3748, dated the 10th July, 1923,
the Government of Indin have decided that the claims of the
industry should be the subject of an enquirv by the Tavift
Board.

(2) In making its enquiry the Tariff Board will be guided
by the principles Iaid down in the Resolution adopted by the
Legislative Assembly on TFebruary 16th, 1923, and will con-
sider—

a) whether the cond’tions laid down in paragraph 97 of the
Report of the Indian Tiscal Cominission are satisfied
in the case of the woollen iextile industry in India;
and

() in what form, to what extent and in respect of what
articles or class or description of articles protection
should be given,

(3) The Board will also take into account other relevant con- -
siderations including those stated in parts (b) and (¢) of the
Resolution fldopted h\’ the Tegislative Assemblv on the 16th
February, 1923, and, further, will consider how its recom-
mendations, if anyv, will f\{teot indusfries using woollen varn
or any olher articles made of wool.

{4} Firms or persons interested who desire that their views
should be considered by the Taviff Board should address their

(3



4 CHAPTER 1,

represeniations to the Secretary to the Board, Town Hall,

Bombay.”

2. A communiqué was issued on the same date calling for
representations from all persons interested and a circular letter
Representations re. Va5 addressed to all I)yovincial'Governme.nts
ceived. and States asking for information regarding
] the village industry. A Joint Representa-
tion was received in response to the communiqué from the Woollen
Mills situated in Bombay and Bangalore, and other representations
were received from Chambers of Commerce and Trade Associations
throughout India, from Hosiery Associations, and from minor
factories chiefly in the Punjab and the United Provinces.

3. In November and December the Board toured in the Mysore
District, and the Punjab, visiting most of the mills, a number of
hosiery factories and villages selected to
give information of the different types of
article produced by the cottage industry.
On return from tour questionnaires were issued to Mills, Hosiery
factories, and merchants, and on receipt of replies to these, oral
evidence was taken in Bombay during February and March. It
was not till late in March that a representation was received from
the British India Corporation (representing the Cawnpore and
Dhariwal Mills) expressing sympathy with the application of the
rest of the Mill industry, stating that for their part they had been
able to hold their own in the market except against Japanese and
Italian competition, and regretting that in the interests of their
shareholders they were unable to divulge any statistics of output
or costs. In view of this attitude of the Corporation the Board
decided that the projected visit to Cawnpore would be useless.
Oral evidence was however received from representatives of the
United Provinces Industries Department. Such statistics as we
have been able to obtain indicate that these two mills have an
output amounting to perhaps 50 per cent. of the total output of
the country, and the attitude of the Corporation therefore placed
the Board in a grave quandary. We shall have to refer to this
later in our report.

Boards’ tour and oral
evidence.

4. The only Mill from which we have received no representa-

No representation tion at all is the Baijnath Woollen Mill, a

from Baijnath Woollen small mill in Cawnpore, which is reported
Mill. to be working irregularly.

5. We have been greatly handicapped by the absence of effec-
tive statistics both of the Mill industry and of the Cottage indus-
. try, and the course of the enquirv has been
tA.bS".“‘fe of effective 5ol delayed by the attempt to collect them.
statistics—a oreat ! R : . . )
handicap. ‘the mnon-co-operation of the major repre-
sentatives of the Mill industry has, we fear,
left the general field of statistics much as it was. In respect of
the Cottage industry the Government of Mvsore with its usual
thoroughness instituted a special enquiry, and the pamphlet which
las been published by them contains a picturesque and we think

PRELIMINARY. 0

¢ ly accurate picture of the conditions of the woollen
i‘g?ﬁ?;:;) ?n that Statel,) and has been found of much service. l;l;hﬁ
Government of Kashmir has also submitted a representation wfv é]cl
though less detailed, indicates the relative importance }? A e
woollen industry in the economic fabric of the State. Ot tf e ?0;
vinces of British India the cottage woollen industry 1s o megot
importance only in the Punjab and the United Provinces. “ u
noue of the Provinces have adequate statistics of their cottage
industries, and even in the Punjab and the United Provinces we
have had to rely for our information largely on sample surviﬁs
and the impressions of officials, to whom we are grateful for the
way in which they have placed their knowledge and services at.l(.)url;
disposal. We realize the great difficulty in the way of compi mt,.,
and maintaining any records relating to an industry with ﬂuctu}zlx ;
ine numbers and fuctuating output. But we have to confess tha
the statistics which we shall have to offer, while they may give a
rough idea of the size and relative importance of the industry, are
to a large extent somewhat unreliable gstlmates.* ‘We have
received no information from any other Major State®, and drm\;
the conclusion that the cottage industry, if it exists, is either o
small importance or requires no help. o t aph
3 s degree the remarks made in our last paragrap!
gt. ;P N 121? izsxth(ietﬁosiery industry which in its modern for;n 18
TSt SPPY the growth of the last few vyears. Tt is to
Same remark appli- 5 considerable extent organised into Asso-
cable to Hoslery Indus- ;.45 which have done their best to
try to a less degree. supply us with statistics, but the mdt}stry
is scattered, hundreds of *factories ’ contain but a few machmesé
and it is obvious that no very accurate mformai:,mn‘whether 0d
output or costs is feasible. The Hosiery industry is widely spreal
over India. There are important factories in Bombay, Bengal,
Burma, the United Provinces and the Punjab, and the 1arges€
output comes from the industry in the Punjab, where its recend
growth under the encouragement of cheap yarns from Japan an
elsewhere has been almost phenomenal. And there is yet another
form of the industry regarding which we have been able to obtain
no information at all, viz., the hand-knitting which is carried on
we are told extensively, chiefly in Bengal, and the extent of which
can only be roughly gauged from the imports and sales of knitting
wool.
7. The abstention of an important section of the Industry from
any useful part in this enquiry raises once again in a more acute
i form the need for investing the Tariff Board
Need for investing yith power to call for evidence. We can
B‘ﬁ‘rgor“'g?i’deﬁ’l‘gg“‘r % understand the reluctance of any unit of
e ' ' an industry .to furnish for publication
figures relating to their internal administr?,tion. But we think it
wrong that any section of an industry which is applying for pro-
tection should be able, by refusing to supply statistics even in
confidence, to prevent an effective enquiry and so jeopardise the
position of the rest of the industry.

* Since this was written a report has come from Hyderabad.
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CHAPTER II.

General description of the Industry.

10. It is necessary for the understanding of the indigenous
industry that we should first give some description of the raw
' material of the industry available in the
country. ‘“ East Indian ”” wools as known
in the world trade include not only Indian, but wool from Persia,
Iraq. Afghanistan and Tibet. Except some of the Persian and
Iraqi, these wools come into India by land, and are used both by
Mills and cottages, and are exported with Indian wool, chiefly
from Karachi. They are for the most part (though they vary
greatly in quality) superior in quality to most Indian wools. The
best Indian wools are those known as Bikaneres (coming from the
State of that name and the adjoining country of the Punjab), and
the Joria wools from Cutch and Western India. What we may
call the typical plains wools of India are dry, hairy and short of
staple and deteriorate in quality as we go Fast and South. They
are suitabie for the manufacture of coarse blankets and {weeds,
and for carpet yarn. A good deal of the wool used in South India
is tannery wool, i.e., wool taken from the pelt of the dead animal.
It is the cheapest of all Indian wools and only used for mixing
with other wool. Tis price helps to bring down the general price
level of South Indian wools. The estimated production® of Indian
wool is from 90 to 100 million pounds and roughly half of this
guantity is exported, largely it is believed for the manufacture of
carpet yarns and coarse blankets.

11. The cottage industry grew out of these conditions.
Throughout Bombay, Madras, the Central Provinces, Bihar and

Cottage industry part of the United Provinces and part of the

’ Punjab the woollen handloom industry
is practically confined to the manufacture of a coarse blanket
(the ‘“ kambli ”’) wusually made from unscoured wool and
serving as a mackintosh as well as a blanket and travelling
rug, and of rough pile carpets and druggets. In these
tracts the growing of wool is really a profession subsidiary
to agriculture. The sheep is primarily a producer of mutton and
manure : and the woollen by-product provides the raw material for
garments suitable for agricultural wear only. Only where a
superior variety of wool is obtained, generally in some hilly tract
where better grazing is obtainable, does one find a superior article,
a better blanket and a finer tweed. This is true of parts of the
Mysore State in the South of India, and more generally true of
the Punjab, the United Provinces and Kashmir, which is the home
of the famous pashmina fabrics. - For a good many years now,
except in Kashmir, the use of handspun yarn for the finer fabrics
has become less and less, and the sulstitution of fine mill-spun
crossbred and merino yarns has enabled the weavers to produce a
cheaper article of very similar appearance and quality.

* See Appendix IV.
(7))

Raw material.
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d consequently the use of ¢ recovered ’~ wool {(wool

the breaking up of rags and commonly known as

cotton and wastes, for plending with virgin
fined to the woollen side of the industry.

15. From the celection of the wool the processes follO}\'ed (hﬁer

and consequently « worsted fabric differs esse.nhull}' from

The object the

from the card-

the fibres of the

f the yarn.

followed  oollen process of spinning
s is to arrange
il so that while the longer ones form the core o
another in all directions inextricably mised
This process facilitates the ‘milling * or ‘¢ ful-

1 all woollens are subjected.

‘s no combing of the wool ; i
can be used in this process. But combing would also

ble the miliing which enables that finish to be aiven
which 1s their peculiarity. In the worsted
mbing avranges all the long abres in a parallel posi-
wts the short fibres which are then known as “oils

returned to the woollen mill for Plending with other wool
The combing machine delivers the
X

the form of a continuous diver known as © tops

spun into worsted yarn.

16. Typieal examples of woollen fabries are blankets, {weeds,
nleli(ms"hlazer cloth, flannels; and of worsteds Jhawls, serges,
tropical suitings, muslins and most knitted
of worsted yarn_ are esti-
standard of 560 vards
A varn of these dimensions would be knowu

as 1s: and consequently a 325 varn 1s one of which 32 x 560 yards,

iz, 17,920 yards weigh one pound. This is the English and
Indian system. It is worth while noting that Japan and all
Continental countries follow a metrie system which gives for the

same number of counts a slightly coavser varn, =0 that to mateh,
English yarn a 3+4s foreign yarn is required. Counts of
woollen varn are usually caleulated on the basis of skeins, 16 vavds
being equal to 1 skein weighing one ounce. An 8 skeins varn is
therefore one of which 128 yards weigh one ounce.
17. Tt will, it is hoped, now be understood from this brief
description that most Tndian wools are unsuited for the worsted
. process and fthat this side of the Indian
Most, Indian wools jpdustry is dependent in_the main for ifs
not suited for worsted SN . ;
process. raw material on imported wool of Austra-
lian type. It is true that some of the
peluded in the term East Indian can be spun into
-orsted yarn. Indeed the mill-made shawl which was the chief
produce of the worsted industry prior to the war was made almost
entirely of East Indian wool from Persia and Afchanistan. And

this wool continues to be used for the worsted yarn required for
the hosiery goods supplied to certain Governme

Worsted and woollen ;_’_'()()(l:\‘. Counts

welghing one pound.

say, 4 923

frontier wools i

ot departments.

Tt is prohahle that some of the North Indian wools cavefully
B2



10 CHAPTER II.

selected can be used for mixing with imported Australian, but the
amount of such wool suitable for this purpose is not very great,

and the broad conclusion is we think true that the worsted trade
15 and must remain dependent on foreign supplies for its raw
material.

A note on the atterupts which have been made to im-
prove the quality of Indian wools will be found among the Appen-
dices.*

We need only refer lere to our conclusion that the most
that can be expected from such efforts is to raise the general level
of quality to that of the Australian crossbreds; and it must be
many years before the effect of u planned system unless on a very
considerable scale could be seen in marketable supplies. The pre-
paration of © tops ’ is a specialized industry in the United King-
dom and it is often cheaper Jfor the Indian mills to buy their
supplies of foreign wool in the form of tops.

A considerable
portion of the import of raw wool consists therefore of ¢ tops’,
which are admitted free of duty.

18. The wills at Bangalore and Amritsar and the Maharani
Mill at Baroda (closed sinee 1933) are woollen mills.

Ambernath
Woollen and worsted

The mill at
industries in India.

a purely worsted mill.
The four in Bombay, Cawnpore and Dhari-

wal are combined worsted and woollen mills.
They depart in this rvespect from the practice of the United King-

dom and the Continent and Japan, where specialization of the
various branches of the industry is followed.

In the United
Kingdowm, for example, it is unusual for woollens and worsteds to
be combined in the one mill
ing, very generally, and
industries,

was

: and top-making, dveing and finish-
sometimes spinning, are specialised

19. Tables T and II give our rough estimates of the size of
the woollen and worsted industries and their nutput (excluding
. . . hoslery). We
Size of the industries. :

regret
already

that for

reasons
v recorded we cannot elaim ereat
accuracy for these figures. The statement merely records condi-
tions as they exist to-day. With the capacity of the industry for
expansion we shall deal in a later chapter.

It will be seen that
in extent and volume of output the handloom industry considering
only the output of to-day greatly outweighs the mill industry.

* Appendix V,
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CHAPTER III

Recent History of the Mill Industry

jmpor {s of tyavelling

20, Fven before the war we hear complainis n provinciak

reports of the effect of Continental competition on the sale of pro-

. o duets of the cottage industry.
Foreign competition

before and after  the

Tt is curious
Wi,

to read in a Pun].lb Manual of 1911 that
the ‘“ hand weaver finds it increasingly
difficult to compete with the cheap shoddy
articlex of Furope, which beguile the simple customers by their
excellent feel and finish *'. Ty

addd (q,\gﬂhcr e

|

- z
A 2 g
r - * hand . :J
has might have been written vester- > —~ ]
day. Dui there is no evidence that the wills of that dav were = 3 £
worrving aboul foreign competition; and in any case the war put z = z
an end to 1t. and gave un tmmense impetus to the whole Indian b -f. e
ndustry,  All the mills and many handlooms were completely S z S
] 2 2 5
devoted during the war vears to the provision of war supplies. = % z
And when {he war ended there was much feeway fu be made up = S z
3 = .
in supplying the public demand, a demand however no longer te. = 7 = -
be =atisfied with the older forms of ITndian production, 3 < = -
. . . N = B *
21. Most of the industrial countries of the world were now = a & z
organized on a war basix. and after the veparation of the damage =z = B &
, to France and Beleium, were bheiter equip- = 3 X =
G . R . ! o = = =
hmports of Swoollen ped than ever hefore, and anxious to obtain — u = z
woods increased. 1 . . ; 2 z - z
foreign markets in order {o keep as much L3 T I z
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these causes on the import of woollen «moth 1s strikingly illustrated BN B =
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22. The capitalists of India, and of Bombay in particular, did

aot fail to notice the opportunity provided by the increase in the
public demand. At the time of the war the
in existence were the

Mills aand ths

Several mills started umportant mills
aiter the war. Dhariwal and Cawnpore
Bombay Woollen Mill, manufacturing both woollen and worsted
goods, and the Bangalore Woollen Mill making only coarse
blankets. Between 1919 to 1921, a period of continued optimism,
three new companies were floated in Bombay, and mills opened
in or in the neighbourhood of that city, namely, the Indian Woollen
Mill, the Wadia Woollen Mill and the Dharamsi Morarji Mill,
and we have reason to suppose, were over-capitalised. About the
same time the Kaisar-i-Hind Mill started work in Bangalore, tl}e
Maharani Mill in Baroda and the Oriental Carpet Factory 1in
Amritsar. The total capital invested reached the total of nearly 2
crores. In all some 13,000 additional woollen and 20,000 addi-
tional worsted spindles were installed, raising the total number of
spindles in India from perhaps 42,000 (no exact sfatistics are
available) to about 74,500; and the capital invested in the mill

industry rose from some Rs. 50 lakhs to about Rs. 240 lakhs.

23. A prevailing influence at the time was the prospect of

getting Government contracts and a starved market had been
readily absorbing all that could be provided.

inﬂiﬁi‘ on the mill pot “hnports were increasing  rapidly,
) (greatly encouraged by the phenomenal
rise in the value of the rupee in 1920-21), surplus war stores were
on the market and the Indian mills while multiplying their own
production by three were at the same time failing to improve the
quality of their production, possibly hampered in this by the in-
creasing competition. By 1924-25 the market was satiated,
general prices were falling, and the competition for Government
contracts brought these prices also down. The ‘‘ Armmy blanket ”’
(for which there is no foreign competition) which in 1923 cost
Rs. 7-8 was given out to contract in 1925 at Rs. 4-10, a much
heavier fall than was justified by the general Jevel of import prices.
Heavy stocks and forced sales brought down the prices of many
articles in demand in the market (in spite of a fall in raw material
rices) below the cost of manufacture. The Wadia Mill went into
Yiquidation in 1925 and the Dharamsey Mill in 1928, The
Indian Woollen Mills were forced in 1925 into amalgamation with
cotton mills working under the same managing agency, and have
written off capital amounting to some Rs. 32 lakhs. The old estab-
Bished Bombay Woollen Mill after struggling i1l 1929 failed to
recover from a disastrous fire and was foreced to close down. The
Maharani Woollen Mill went into liquidation in 1933,
24. Such has been ihe course of etents in Bombav. It is
difficult to disentangle the adverse influence of these causes from
We do

the effects of foreign competition.
doubt that the two ecombined have

Causes of the present t
situation. no . .
] eravely handicapped the industry through-
out India. The Wadia Woollen Mill reopened in 1925 as the
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Raymond Mill, financed by Messrs. E. D. Sassoon and Company.
Neither the Raymond Mill nor the Indian Woollen Mill succeeded
in showing a profit on a vear's working until 1934 when the Indian
Woollen Mill for the first time showed a small profit following-
ou the reconstruction of the capital of the Broacha Cotton Mills
Company. It might be thought {hat the reliet from the pressure
of internal competition afforded by the closing down of a number
of mills might have enabled the remainder to recover themselves.
But the coming of the great depression in 1929 while it preatly
curtailed the volume of imports during the next two or three vears
had an egually disastrous effect on the demand for Indian goods,
and the fall in the purchasing power of the public isx still in
evidence. The Ttalians with their shoddy Dblankets and tweeds,
and the Japanese with their cheap merino varns and worsted piece-
woods were more ready than others to place on the market some-
thing within the reach of the poor man’s purse. The average
price per pound of an Italian rug in 1927-28 was about Re. 1-8:
1n 1934-35 1t was about 13 annasz. The average price of piecewoods
of all elaszes (woollen and worsted) in 1927-28 was about Re. 1-12
per vard. The price of Japanese piecegoods in 1933-34 averaged
12 anmas and iy 193435 Re. 1-1-6. These two factors are largely
responsible for the present situation of the woollen industry in
Tndia. For a while France more than held her own with her
cheaper worsted plecegoods and in 1932-33 reached her maximum
firure, hut subsequently her own exchange dificulties coupled witl
the increased duties of 1931 and 1934 put her out of the running.

95, The woollen industry of Japan was later in development
than some of the other industries in that country.  Tor some vears
hefore the depression of 1929 thev had sent

Competition from copsiderable  quantities of  pilecegoods {0
Japan. Tndia: but the trade was spasmodic., and we
are Informed that 1t differed in character from the present trade
in that the imports were essentially of Japanese and not of Euro-
pean type. Tt is reported that the wse of woollen goods in Japan
has heen growing vear by vear, and that in the vears 1930 and
1931 there wux a striking increase in the production for the home
market, helped by o heavy import duty. Like most other Japanese
industries the woollen industrv is organized for the export frade,
and though Japan continued to import woollen piecegoods of
certain finer gualities on a considerable seale (notably from the
Onited Kingdom) by the vear 1932 its surplus production had fo
find an outlet. Whether by desion or coincidence the depreciation
nf the Yen exchanee enabled the industry to flood the Tundian
market with coods, muel of them of a first class quality, at prices
far below the current Tndian market levels. We have no evidence
that the prices have heen generallv lower than those of the Tapanese
domestic market. But in view of the immense varieiv of the
production comparizon 1s very dithenlt and we have been given a
few specific instances in which the price of the finished article was
no ereater than the eurrent price of the wool content. But Fapan
in 1932 had still the advantage of large quantitiet of wool pur-
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. 27. In the following Tables we show the recent course of the
Italian trade in shoddy materials. It seems likely that to some
Italian  trade in ©Xtent the increase in the year 1934-35 both
shoddy material. of Japanese and Italian imports has been
L ] influenced by the expectation of enhanced
duties following on the present enquiry, and that the position of
the market f;o-day may be largely “ over bought >. It should be
goted that h‘_oxp April 1934 when shoddy materials were exempted
from the minimum specific duty on piecegoods, °shoddv’ has
heen f:t%(en from the Customs classification of piecegoods and shown
under ‘‘ other sorts ’; and that from the same date mixtures have
b'eeu clas&ﬁed. separately from other piecegoods. This veclassifica-
tion h.as degewed some superficial observers. There is no direct
statistical evldence.a that the import of shoddy materials or of mix-
tures has greatly increased. It is, however, generally believed by
traders that there has heen some increase in the import of shoddy

piecegoods, and this is supported on primd facie grounds, and by
the increase of imports from Peland.

TasLe LX.—Tmports of Blankets and Rugs (figures in thousands of pownds).
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TapLe X.—Lmports of Picceyouds (in thousands of yeeds).
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There is no indication here that Italy has been able to take

-advantage of the exclusion of shoddy from the specitic duty to flood

the market with the shoddy goods. (Poland appears to he the
only country that hus attempted to do so.)

28. We have drawn special attention to the competition of Italy

and Japan because these are the two countries (except possibly

Poland) from which the industry as a whole
chiefly fears competition so long as the
revenue dulies remain at their present vates.
The chuaos of the world exchanges lLowever has had such incal-
culable effects on the competition from other countries that we
think it would be unsafe to asecept this view as conelusive. 1u
Tables X1 to XV1I we wive the course of imports in the vavious
categories of the chief importing countries.

Imports from various
countries.

Tapre XII—Yarn.

N.B—Until 1929-30 woollen varis and kaitting wools were combined in the Custom
Statistics.

(1) Dmeports of Woul Yarie and Kiatting Wool.

—_— 1918-20, 102021, 1021-22, 192:2-23, ‘ To25-2¢,
i }
Lz, . ] Lbs, 1= Lbs, s, Lbs. e, Lbs, s,
(thds.) | (Inkhs) | (theds) | (lakhe) | (theds) | Takhs) | (thds) | (Jakbs) | (thd=) | (lakhs)
United Wingdom Gl BEMA 2044 iLo7 2732 933 2128 661 386:8 025
iermany . .. . YRt 74 1240 803§ 2754 1631 2652 1263
Franer . .. N 53 D3 T 45 =0 41 50 13
thina  {exclu- .. - .. .. .e o
sive of Hong-
kong and
Macao).
Japan . . 247 1-93 235 2413 -0 -10 .
Other countries -4 <03 11 426 72 26 327 177 364 1-26
Torar . 443 504 1 302-3 1 2473 1 412:6 1 1870 § 5208 | @313 | 6030 2335
e 1024-25, 1025-26 1026-27, 1927-24, 1028-29,

Lbs, 28, Lbs. Rs. Lbs. Rs. Lbs, is. Lus. Rs,
(thds.) ] (Jakhs) | (thds.) | (lakhs) | (thds.) | (Jakhs) [(thds.) | (lakhs) | (thds.) | (lakhs)

UnitedKingdem | 523-8 } 12-88 | 4756 | 1103 | 5683 | 11-75 | 5785 | 1141 | 4932 10-16

Germany .| 8038 | 1568 | 401-3 | 1822 3070 | 12:20 | 4101 | 1576 | 4156 15408
France . . 39-1 1-16 719 1-08 775 135 | 115-2 2.92 39-9 110
China  (exclu- 7 06 251 191 . . .. .. 65-2 3-89

sive of Hang-
koug and
Macao).

Japan . . . 12 03 17 08 37 06 e e
Other countries 155 50 62-6 245 855 2-.57 82:7 381 665 311

TOTAL - | 8820 { 3034 |L,0377 | 8657 [L,040-0 | 28-24 1,229.2 | $3-06 [1,080-4 3422
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28 CHAPTER III,

RY. A study of these Tables reveals the following facts in regard
to other countries:;— ‘ :

That Poland began to compete powerfully in 1930-31 in the
Indian import market for weaving yarn, chiefly at the expense
of .the United Kingdom. In 1933-34 her
_ place was taken by Japan. In knitting wool
Germany has been the chief supplier but has not recovered from
the slump of 1929, Helped chiefly by exchange, the United King-
dom has made increasing progress since 1932, but not so great
as Japan who now supplies 82 per cent. of the demand.

Import trade—(1) Yurn,

While Italy has gone steadily forward except for the set-back
in 1931-32 the United Kingdom has gone steadily back. Germany,
©) Blankets, ctc. who had begu the next largest supplier,
again failed from 1929-30 ouwards.
In this section I'rance has recently been the chief competitor
in the Indian market, with Italy a powerful second, and
(3) Piecegoods. Germany talling awuy. Fl‘ﬂllCQ,{ aided
by the regeneration of her industry after the
war, and for a while by a favourable exchange, by 1929 was
providing the largest share of the imports. 1In spite of the adverse
change in the exchange position she more than maintained her
position until 1932 (perhaps helped in this by the loss of the
Fuwropean markets). Since then increasing difficulties in exchange
and heavier duties have hindered her trade, and in 1934-35 her
trade in shawl cloth had practically disappeared. The figures of
1934-35 show that in existing circumstances she cannot compete
against the United Kingdom and Japan. While the United Kmg-
dom had an average of 8G per cent. of ihe import market in the
vears following the war, by 1925.2G its share had fallen to 36
per cent. (though its gross imports had not fallen) through the
increase of trade with France, Ttaly and Germany. Tt seems clear
that the higher level of prices of the United Kingdom is a serious
handicap to them in world competition. In 1929 France toppad
the percentages with 31 per cent., United Kingdom having 29 per
cent. From 1932 aided by the Ottawa Preference and by com-
parative exchange facilities, the United Kingdom has begun a
recovery in the volume of her trade, though Ler percentage remains
29, Japan having 52. 'I'he average values are of interest in throw-
ing some light on the nature of the imported piecegoods but in
the absence of a distribution into woollens and worsteds it is not
possible to draw any definite conclusions. The TUnited Kingdom
statisties show that not less than 66 per cent. of the imports from
the Tnited Kingdom aré woollens: it seems probable that the
larger share of Ttalian goods are alsn woollens. while the larger
proportion of those from France are probably of the worsted class,
as are almost all those fromr Tapan. The average price of the
French imports (which the figures of 1934-35 show are light fahries)
shows a remarkable fall between 1930 and 1932 in spite of the

29
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rupee eschange, and seems to indicate
mports, made in an attempt
Since 1925-26 the average
onstant at about Re. 1°1

appreciation of the sterling-rupe >
a larger proportion of light weight 1
to meet the demand foxil chiap?ess. S
:alue of Ttalian imports has kept nearly cons :
:9?;3; Ithe Frenclg has fallen from Re. 1'7 tg_ 10 anlrxga:5_a;)6yaé(€ll;
while the United Kingdom which was Iis. 2'8 in 2020 was
Re. 1-8 in 1933-34 and Rs. 22 in 1934-35. The average o ap
prices was Re. -7 in 1933-34 and Re. L 1n 1_984-30. ‘ )
"¢ Other sorts *’ for 1934-35 compared with the piecegoods ﬁg;lure.B
' for previous years show that Polan ::
(4) Other sorts. exporting more shoddy goods than eve
before.

The market for shawls has been very largely shareﬂ b%m"ieﬁ
Germany, Italy and the United Kingdom. By 1930 the m}gv
' C Kingdom had fallen out of the race. o
(3) Shawls. 1933-34 Germany only could compete with
Japan whose merino shawls to-day have over 50 per ceit. Oft'ﬂi:
market. German imports are now very largely of an ar YIC‘ :
embroidered with artificial silk. It should be noted that‘& }e}}
large proportion of the shawl trade has been classed u‘nd%rd';i?lecle;
goods ’, the shawl cloth being made up into shawls_ in ﬁ u;l. d;
is this trade (of crossbred wool) which was largely mﬁt e .31(17‘13
of France whose process of spinning enables her to u;e a smﬁe‘
warp, not possible under the Indian system, and thus c"ﬁleagellz } elf
product. Exchange difficulties coupled with the specific duty o
1934 have now nearly excluded her from this market.

! Tnited Kingdom had over 75 per cent. of the import
malf{léf lj;Lfclilltethe coniing of Japan in 1932, though the volumfe’ of
: her imports had greatly decreased owing

(6) Hosiers. partly to the progress of the Indian industry.

1t will be noted that while the average value of the United K‘mg-
dom goods remains fairly constant at Rs. 4 a Eound,o’f}}e Jurpaule‘a(?
imports average Re. 1'3 1n 1932-33 and Rs. 24 in 1933-3 g l"o-( ay

Japan sends 65 per cent. of the total imports, which have in-

- creased in volume to the pre-depression figure.

. Apart from its raw wool and carpets, the exports of woollen
Arfoo?l(s) frzfn Tudia have never been of importance. The Sea Customs
° Returns show that apart from a sEech

Exports. export of plecegoods to the United States
of America in 1932-33 the average for the last 9 years has not
exceeded 10,000 vards.” ““ Other sorts”’ have amounted to an
average of 288.000 1bs. These include blankets, nf}mdahs nnd
hosiery. The total exports of woollen goods of all kinds by hmq
amownted in 193394 to 214,400 1bs. The average for 8 vears was
127,000 1bs. The exports of raw wool and carpels are given 1n -h_e
Tables below. Exports of carpets to the Tnited Kinedom have
increased since 1930-31 from 2,718,000 1bs. te 6,709,090 1bs. and
reflect the henefit to this industry of the preference given by the
Ottawa Agreement.
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32 - CHAUTER III.

31. It is not easy to extricate the effect of the bewildering
fluctuations in international exchanges since the war. Different
. . o countries have recovered from the effects of
naﬂ’;ﬁ;“‘éf\_‘;‘;}iIl’ge‘s”“e"' the war at different paces, and bave over-
come exchange difficulties at various times

with varying success. The following is a broad summary of the
sequence of events, In 1920-21 the value of the rupee rose to an
unprecedented height: and the imports from all the competing
countries rose coweapondmgl\ Its fall in the following year had
the opposite effect on all countries except (Germany. I this year
the general rates of Customs duty was raised from 71 to 11 per
cent. and in 1922-23 was increased to 15 per cent. The recovery
of the rupee in the next two years, coupled with a continued
depreciation in most Continental countries again assisted mports
from all countries but Belgium. 1In 1925 Sterhnn was again
linked to gold, and in 1926 the rupee exchange was fixed at eighteen
pence. The frané in terms of the Sterlnm-mpee exchange depre-

ciated. Imports from the United Kingdom, Germany and the-

Netherlands fell: other countries made progress. In 1926 and
1927 the frane appreciated and then remained steady, the lira
depreciated and was stabilized, and Japan fixed the Yen to gold.
In these and the following vears Japanese imports fell, and Belgian
also: other countries made some progress parhculmh France and

the T'nited Kingdom.

2. In 1929-80 the first year of the depression only Italy and
Japan increased their imports, but in the tollowing two years the
Forocasting of course depression affected all imports. In 1930-31
Jrorecasting of Course  the general rate of Customs duty was raised
ﬁﬁt ISZ;QILEMMI trade from 15 to 20 per cent., and in3193l-32 the
’ duties were again raised by a 25 per cent,
surcharge. 1932-33 was- the year of the Ottaws Agreement and
duties were again raised against Continental imports. The United
Kingdom and Japan were off the gold standard; and the currency
of the gold standard countries theleb) compars mvel) appreciated.
In splte of this the French and Italian imports rose more highly
than those of any other country. In 1933-34 the United States of’
America went off the gold standard. While the United Kingdom
and Japan, both assisted by the depreciation of their exchanges,
continued to progress, French imports fell off. Italy was down in
piecegoods but heavily up in rugs. In 1934-35 the specific duty
was imposed. Countries on the nold standard have found it in-
creasingly difficult to compete arvamst the handicap of their ex-
change Dut Ttaly has successfully “naintained her piecegoods trade,
and ﬂ'le‘lfh increased her #mportation of 1ugs by the evtended
use of shoddy material. We have thought it advisable to give this
somewhat Iexwhw summary because it shows conclusively how
impossible it is to forerast the course of international trade in
view of the great influence of the uncertain factor oi currency

exchanges.

as to the effect on
Indian industry of in-
crease Im o revenue  <light relief 7 in regard to hosiery and pure

duties, . . ‘
: woollen piecegoods: other mills and most of

RECEST HMISTORY OF TIHE MILL INDUSTRY. a3

33. There is a curious lack of unanimity among the parties

interested (perhaps due to their ignoring the effect of the exchanges)

Lock of wnamimity 2% 0 the effect of the increases in the revenue
acxK a manimity
. - duties in protecting the Indian industry.

The joint representation admitted °‘ some

the hosiery manufacturers themselves claim that they have Deen
unaffected in any way; and some of the handloom weavers regard
the specific duty as having been their salvation. We think the
truth will be found somewhere within these extremes. The ** ab-
solutely no effect 7’ school are thinking solely cf the Italian and
Japanese competition. Tt is a fact that the imports from these
countries have continued to come in increasing quantities in spite
of the barriers. In both countries there seems reason to believe
that exports receive special encouragement from the State. In
other instances it is not possible to disentangle the effect of exchange
difficulties, high duties and Japanese competition. Certainly
T'rench 1mp01f~ of piecegoods fell from over 4 million vards in
1932-33 to 662 thousand vards in 1934-35. We point out else-
where that the Indian mills have now little competition in the
medium quality (crossbred) of shawls and shawl cloth.® At the
same time the finer handloom products of Upper India, particularly
shawls and saris, made chiefly of imported merino varns received
very direct encouragement. These goods have now a good sale
throughout the chief markets of India.

34. We do not know the reasons which prompted the fixing
of the specific dutv at Re. 1-2 a pound. The effect on pieoefrood~
A ) it may be noted, is to fix the point of
OnEgieg:eggosdpsemﬁc Aty balance at which the specific duty and the
R ad valorem duty are equal at about Rs. 3-3-6
per vard of 16 ozs. {or Re. 1-10 per vard of § ozs.).  Cloth weighing
Tess than this at the same cmnparatn price per vard will escape
the specific duty. We have no statistics of the weight of piece-
goods from the different countries (excepting the United Kingdom)
until the year 1934-35 [see Table XTIV (2)]. Tt would appear
from the average prices recorded in this Table that the specific
duty has been effective against some of the imports from France,
Italv and T‘Ipnn We know that the duty on a length of I'vench
shawl cloth, 21 vards weighing 12 ozs. and priced {c.i.f.) at Re. 1.0
amounted to G1 per cent. The fall in the average weight of T'rench
piecegoods in this vear to 4 ozs. is remarkable, and seems to show
that French imports still consist chiefly of shawl cloth and similar

very light fabries.

* Since this was written Japancse competition has started in ihese
qualities.
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CHAPTER 1IV.
The problem before the industry.

35. We have dealt thus far chiefly with what we may call the
quantitative aspects of the problem. We have seen that since the
Some  further ex- war the market demand fqr unporte.d
plimation required of  woollens has expanded enormously though 1t
the Industry’s present has never reached the figures of the three
condition. vears previous to the war, when the average
iwports of piecegoods alone wmounted to 23 millien pounds. Im-
ports of piecegoods have risen from an average of about 53 million
(in the early vears after the war) to 11-5 million yar(ls;_‘bla.nk'ets
and rugs from an average of about (00,000 lbs. to some G million
pounds; the demand for shawls and hosiery goods has trebled. But
it is also to be noted that the total consumption of foreign goods
io-day is still less than it was in the years 1927-28 and 1928-29
when’ piecegoods reached the total of 18,776,000 lbs. Up tfo that
period the Mill industry claims that it was in a *° fairly satis-
factory »’ condition. We have some zeason for doubting this
assertion in view of the history of the Bombay mills round about
the period 1923—27, and the great and constunt increase in the
velume of imports, but we may take the assertion to mean thqt
about the year 1928 the industry had reason to suppose that it
could hold its own. This being so, we must look for some further
explanation of the condition of the Indian industry to-day.

36. The result of the conditions we have sketched in Chapter
III was that by 1927 foreign goods were reaching the furthest
Indian markets. By 1927-28 the blanket
Ttalian  rugs — and  yweavers of the mufassil were agnin begin-
Japanese merino fab- : . . . =
e ning to complain of Italian competition, but
shortly afterwards came the disastrous fall in
agricultural prices. TIn the next three yvears imports (except of
varns) fell in volume to about one-third of their maximum figure,
and Indian production, so far as we have evidence to guide us,
fell in similar proportion. What was it that so quickly resuscitated
a moribund demand for foreign goods in spite of reduced purchas-
ing power? It was essentiallv the cheapness and attractiveness
of the ITtalian rug and the wide range of Japanese fabrics of fine
merino quality, often copies of Indian, British and Continental
nodels, put on the market at prices much below those of other
foreion goods and the cost of production of the Tndian mills of
articles approximately similar.

37. We use the term ‘‘ approximatelyv similar ” advisedly, for
we are satisfied that the Indian mill (with the possible exception
) In some instances of the Cawnpore and
Indian manufacturers  Tyharixwal Mills who have withheld ‘heir

wnable to compete with
foreign worsted articles. confidence from us) are at present unable
generally to produce worsted fabries equal
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in guality to the best of those of Japan, of the Coutinent and
the United Kingdom. We see no reason why with continued
experience they should not do so, and already we have seen samples
which approach the best in quality. At present it remains gener-
ally a fact that the Indian manufacturer cannot ordinarily produce
articles equal in structure and finish to the best foreign article
of pure worsted. On the woollen side more general progress has
Lbeen made. With the question of mixtures we shall have to
deal presently.

38. The mention of Italian rugs and melton cloth (both of
which are almost invariably made of shoddy material, generally
Manutacture with a proportion of virgin wool and some-
woollen articles from times mixed with cotton) brings us to the
shoddy—a branch of wexed question whether articles intended for
woollen industry. the same purpose but made of different
material can really compete with one another. We muay say at
cnce that we do not accept the contention which induced the Govern-
went of India in 1930 to refuse the application of the industry

for protection, namely that the protective duty would be imposed -

upon an article different in kind from and essentially inferior to
that sought to be protected. We see no justification for the narrow
definition of the woollen industry which this contention involves.
The manufacture of mixtures of wool with cotton and other fibres

is so far as we know a part of the woollen industry of most
countries of the world; and is a response to a very definite public
demand. That hitherto the Industry has not (for whatever reason)
taken to the manufacture of mixtures does not, we think, alter this
essential fact. In the same way we consider that the manufacture
of ‘woollen’ articles from shoddy is equally a branch of the
woollen industry. ° Shoddy’ may be and generally is entirely
wool, and though the re-spinning of wool recovered {rom rags is a
specialised branch of manufacture it can only be carried out on
machinery intended for the manufacture of wool. It is moreover
imipossible to estimate with exactness the proportion of shoddy in a
blend of virgin wool and recovered wool. This being so, we do
not consider that the manufacture of shoddy articles can be treated

as a distinet industry.

39. We regard it as extravagant to hold, as many of the op-
ponents of protection do, that there is no competition between
. articles of virgin wool and articles of shoddy.
111'(1;:}(2112'13)93)?;?:)(](]\'.frmn The chief protagonists of this argument—
. the Marwari Chamber of Commerce, Cal-

cutta—go so far as to say that ‘“ it can be asserted without fear
of contradiction that Indian blankets are wholly immune from com-
petition; it is simply ridicuilous to suggest that articles of shoddy
or of mixed materials are competing with pure Indian articles. The
intrinsic differences............... are as poles asunder ”’. We feel
ourselves under the necessity of saying, without in any way pre-
judging at this stage the question of protection, that to argue

(24
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thus is to shut one’s eyes to facts. In a seuse if the public or a
section of it prefers to wear cotton rather than wool, when wool
would be a suitable garb, cotton competes with wool. We do not
suggest that wool should therefore be protected from cotton. But
shoddy looks like other wool and generally consists only of wool,
and Dbecause it is still wool of a superior kind manufacturers are
able to make it up into a soft and atirvactively finished article which
is preferred by the possibly ignorant buyer to an article made of an
inferior virgin wool which cannot be made to look so attractive.
Surely it cannot be said that the shoddy article does not ¢ compete ’
with the other. In many instances the purchaser prefers the
superficial qualities to warmth and durability: but often even the
dealer is unable to detect the shoddiness until experience discloses
it, Mixtures are not quite analogous; but with mixtures also we
hold that where mixtures can be substituted for an article of pure
wool, as they are at what we might call the margin of demand
(where price is thie prevailing factor) there is direct competition.
When price is not the main consideration it mayv be held that the
competition is not direct, for choice based on other considerations:
enters into the question. It may become of importance therefore:
to define a woollen mixture as something which can pass as a
woollen fabric, and can serve the same purpose.

40. That is theory. The facts, as they have been given to us
by evidence from most parts of India, are that the shoddy rug 1s
ousting the Indian made blanket and rug
from the market; and that shoddy cloth 1s
being substituted for handmade tweeds, and
irom its cheapness and superior finish preventing the sale of Indian
mill made cloths of the same type made from virgin wool. This
is what we understand by competition.

Their cheapness and
finish preferred.

Underlying the argument which we have attempted to refute is
the idea that the Indian article being made of virgin wool and
therefore warmer, stronger and more lasting than the shoddy
article, is € intrinsically * superior, and should therefore have
no difficulty in holding its own in its own market. The answer
to this is that there are other ‘intrinsic ’ qualities than strencth
and durability and warmth. It is a fact which we cannot denv
that in the lower grades of the market the buver prefers the foreion
article. The reasons for this appear to be firstly that it is cheabp
secondly that it is soft and pleasing both to the eyve and the touch
and thirdly that in some parts of India warmth is not a prime:
consideration. The poorest huyer will prefer something which
involves the lowest immediate outlay, even if he knows (which is
rot usually the fact) that the article is less durable; and even when
this consideration is absent many buyers obviously prefers the soft
and comfortable finish and the pleasant appearance of the fore =n
rug to the harsh and often less attractive article which is eenerally-
offered in competition. ° )
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41. There is another side to the problem. We have given some
figures of the extent and importance of the handloom industry
- and shall deal in greater detail with this in

~Handloom  Ramblis y Jater Chapter. At the present stage of our
}gi!i'tlﬁmlncrﬁﬁfl‘:]g oo national development the cottage industry
cheapest  local  mill 1 no whit less important than the Mill
plankets and  from jpdusiry. The  handloom  industry s
forcign. rugs. undoubtedly feeling the effect of competi-
tion from foreign woollens. This 1s partly direct and
partly indirect. Throughout the whole of India local weavers
produce u kambli made from local wools. The peasant cultivator
wants something to keep out the rain. The kambli with its
unscoured wool generally sized with temarind paste admirably
performs this duty. There will be a local market for it, though
a restricted one, for as long as we can foresee. Even the price
of the kambli has been aftected by the general level of prices of

foreign rugs. But where waterproofing is not a chief considera-

tion, in urban arveas and in drier tracts, the local product is meeting

with increasing competition both from Indian mills and from the

foreign rug; from the mills because as they are driven from the .

better market they have been turning more and more to the produec-
tion of the cheapest blankets made from the cheapest Indian wools,
and from the foreign rug because it has become increasingly more
popular than the better products of the handloom in urban areas.
A sample census taken in two towns of Mysore gave the following

very interesting results:—

TspLe XXI.
Popula- . | Mill made| Foreign Total
- Houscs, tion. Kamblis. Tugs. rugso. rugs.
Bangalore . 35 218 100 134 28 262
Chik Magalur 112 680 148 264 211 gon

42. Apart from blankets North India produces on its handlooms
two types of fabrics, tweeds and coatings made from handspun
) . varn, and shawls, saris and similar goods
Cheap worsted yarn -~ 8

necessary  for  some made partly from handspun yarn, but more
types of cottage indus- often to-day from mill spun yarn, almost
try products. invariably foreign. The former type meets
with competition both from the Indian mills and from the
‘ shoddy * goods to which we have already referred. The latter
type is to-day dependent (except in Kashmir) on the import of a
cheap worsted yarn and it would appear that it has like the
hosiery industry no hope“of salvation but in the preservation of
this supply. With this supply and the reduction of Continental
competition from various causes, it has recently made headway.
Qo far as the handloom industry continues to provide a purely

w
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handspun and handwoven indigenous article there will always be a
certain sentimental demand for it. This can be regarded as a
luxury trade, and the demand cannot touch the bulk of the cottage
industry. That part of it which uses handspun yarn is dependent
for its very existence on improving its quality.
- 43. The provincial Governments believe that protection only can
preserve the handloom industry. But what we have said about
. the Mill industry must apply mutatss
hazgﬁzzgaf”;(’ﬁmgi, the . utandis to the handloom products; that
) protection alone cannot preserve a market
when that market is demanding a better class of goods. It will be
necessary to consider what can be done to enable the cottage weavers
to obtain a better finish. Any improvement ir the quality of
Indian wools will also be a step in this direction but this must
necessarily be a slow and lengthy process. And the problem still
remains of the supply of worsted yarn. Will the Mills be in a
position to replace the cheap foreign supplies of yarn, or to compete
with one another under reasonable protection so that the level
of prices may not be substantially raised? Under present condi-
tions they have been unable to supply more than a small fraction
of the demand and the proportion to the Japanese volume of
imports is getting smaller.



CHAPTER V.

The claim for protection examined.

44. Before we pass on to the claim of the Industry to protectior

it is incumbent on us to examine the effect upon tlus claun of the
o abstention from the enquiry of the firm that
Attitude —of  the controls the two largest waollen mills in
‘gglnt‘mh India Corpora- 1y dia, the Cawnpore Woollen Mills and the
New Egerton Woollen Mills at Dhariwal.

The British India Corporation did not reply to the communiqué
issued by the Tariff Board calling upon all firms and persons
interested to state their case to the Board. "The Mill questionnaire
was sent to them as to other mills and in answer to it the document
(included among the Ividence) was handed in, with a covering
letter regretting that the Corporation found it necessary in the
interests of their shareholders to refuse to divulge any statistics
of costs or output. The documents in question express sympathy
with the application of other mills for protection, but assert that
they themselves do not require additional protection except agains
Italy and Japan. This attitude was confirmed by the oral evid-
ence of the representative who was permitted to give evidence
before us. It will be clear to every onc that the bare assertion
of an industry cannot be accepted as evidence of the need of
protection. Otherwise the work of the Tariff Board would be a
sinecure. The Corporation must therefore know perfectly well that
their refusal to divulge the statistics which are necessary for the
examination by the Tariff Board of the claim of the rest of the
_ Industry to protection, can only be interpreted in one way, w»iz.,
that they themselves do not require protection. The bare asser-
tion that they cannot compete against Ttaly and Japan in certain
classes of goods would, if they were the only people affected, be
ignored. If the interests of the shareholders require the suppres-
sion of information which the Tariff Board has always regarded as
essential for the determination of a claim to protection, then the
interests of the shareholders obviously do not require protection.

45. It has been necessary to estimate their relative importance
in the total production of the Industry from the number of spindles
and looms which they have supplied to us.
The estimates reveal that between them the
capacity of the two mills on the woollen side
compared with the rest of the mills is in the proportion of about
‘20 to 21 and we believe that this approximately represents the pro-
portion of actual output.’ On the worsted side the ratio of spindle
capacity is as 4 to 11, and accepting their statement that they are
working to about 50 per cent. of capacity, the current output must
‘be at least equal to that of the other working mills.

( 40 )

Their capacity for
production.
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46. In these circumstances, viz., that the output of the mills
abstaining from the application for protection is noét less than that
. L of the whole of the rest of the Mill Industry,
_Attitude might justify (.o 1og)ize that there would be some justifica-
rejection of application . . L . . .
for protection. tion for rejecting the application forthwith,
We were, however, so mmpressed with the
rapid inroads which are being made by Japan into the Indian
markets that we thought it necessary to complete our examination
of the case so far as we were able in the absence of complete statis-
tics, and we arrive at certain conclusions which we shall proceed
to set out in detail, which lead us to recommend the imposition of a
form1 of protection in spite of the disabilities under which we have
acled.

47. We propose for the purpose of the discussion in this Chanter
to treat the woollen and worsted sides of the industry as if they
Woollen and were separate industries. There are, we
and worsted : . AT .
sides separatoly treated, Pelieve, sufficient indications in what we
i have already written of the reasons for this
procedure. Briefly they are these. The original indigenous indus-
try was woollen. The raw material available in the country is
suitable for woollens only. The whole of the cottage industry
with the exception of that part of it in the Punjab and the United
Provinees which uses mill-spun worsted yarn (and with the possible
exception also of the finer products of Kashmir which though hand-
spun may be said to be of worsted type) is devoted to woollens.
And the products of the two branches of the industry are suffi-
ciently distinguishable to give rise to no difficulty in reeard io
-discrimination” by the Customs Department.

Tae WoorLexy Braxc.

48. We shall deal with the woollen industry first. We believe
that the evidence we have received from all parts of the country
Bffect of it of the effect of the competition from Ttaly
fromeftal(;'. COMPpELton  (and to a less extent from Poland) is suffi-
cient to justify us in holding the case to be
proved and in accepting as corroboratory the statement of the
Cawnpore Mills that it is against this competition only that they
cannot hold their own. We consider that it would be unfair to the
rest of the mills, and to the wide-spread and important cottage
industry, to allow the action of the Cawnpore Mills to influence our
Tecommendations.

49. The instructions of Government under which our enquiry

is being conducted require us to consider whether the conditions
Firsh condition of the ﬁ\lid down in paragljgph 97 of the report of
Fiscal Commission. e Fiscal Commission are satisfied. The
first condition requires that the industry

should possess sufficient natural advantages in respect of materials,
labour, power and the existence of a home market. The object of
this condition is to ensure as far as possible that no industry is
protected which will become a permanent burden on the community.

. 2
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50, We need have no difficulty in holding that the woollea:
section of the industry has natural advantages in respect of raw
material. It is true, as the opponents of
the application point out, that Indian wool.
is of inferior quality and that it must if the industry is to compete
in the better qualities of fabric either be improved or supple-
mented by better qualities. But it is also true that out of approxi-
mately 37 million pounds of wool estimated to be consumed by this
side of the industry at least 30 millions are Indian wool and almost
all the balance is ast Indian wool of better quality most of which
finds its natural outlet in India. There is abundant material of
the same quality at present exported and available for expansion..
We think, therefore, that on the woollen side this part of the
condition is satisfied. Iu respect of other materials required for
manufacture the industry is in exactly the same position as the-
colton textile industry. And the same remark applies to the supply
of power, The mill industry is under no disability in regard to-
power.

Raw material.

51. We have no reason to suppose that the Mill industry in

general is out of date in its type of machinery. 'We have been
informed that no major changes have been.

Machinery and tech- 1406 in wool manufacturing machinery since
nical equipiment. 1920 though there have been minor improve-
ments leading to somewhat greater output and efficiency. We can
take this to mean that no changes have taken place which would
render any considerable part of the Mills’ equipment obsolete. Cer-
tain mills have kept themselves well up to date by the purchase of
new machinery; in others a great deal is undoubtedly old and ready
for replacement as soon as conditions permit. But with some excep-
tions what we have seen has been kept in a condition of efficiency.

52. In vespect of labour there is undoubtedly a supply of uxn-
- skilled and also of the semi-skilled accustomed to some form of

hand spinning and weaving. But the fact
Labour. that the units of the Industry are far

scattered makes it difficult to get back trained labour, when once-
it is parted with. This is a difficulty that can only be overcome-
by increasing output. We have received no reliable evidence:

directly bearing on the relative efficiency of labour in India and
in the competing countries in respect of the woollen industry in
particular. The question was examined at some length in the

Teport on the Cotton Textile Industry and we think the conclusions

there arrived at apply equally to this industry. 'The relative ineffi-

ciency of the Indian workmen in finer work is undoubtedly due-

chiefly to the lack of esperience, and this follows from the fact that
there is not enough work for the mills to keep their workmen fully

employed throughout the year. The Indian demand is seasonal
and at present few mills dre able so to arrange their output. as to-

spread it over the year and keep their people continually employed.

This is one cause of the intense competition for Government:

contracts,
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93. Conditions of labour call for little comment. Welfare
-departments exist in all the larger mills, and where the situation
requires it adequate housing accommodation
has been provided. Wages are highest 1in
Bombay where a weaver can earn as much as Rs. 2 a day, and a
spinner Rle. 1-6; and lowest in Bangalore where the corresponding
wages are from Re. 1 to Re. 1-4 and from 10 to 11 annas, respec-
tively. We have no information about the Lalimli Mills where
piecework wages are general. '

54. It is represented that a larger share of the market will
«directly result in increased experience and efficiency. Apart from
this relative 1inefliciency Indian labour
charges represented as a percentage of the
manufacturing costs, are definitely lower than m England being

Conditions of labour.

Efficiency of labour.

~about 88 per cent. of the total manufacturing costs. Of else-

where we are unable to speak with authority. So far as the level
-of wages goes, we know that in Japan, where the labour in textile
mills is chiefly female, a cotton weaver’s average wage is about
8 annas a day, and that of a spinner nearly 9 annas a day. These
.are a good deal less than the wages paid in India for similar work.
‘We are informed by those mill managers who have given evidence
that a high proportion of the labour reaches the efficiency standards
fixed by them for weaving, but the standard itself is a good deal
lower than that of the United Kingdom and Continental countries.
In estimating the economies which should be possible during a
period of protection we have counted on a definite rise in efficiency
which will result in increased yields of yarn from wool and
increased output per loom and spindle in a unit of time. We do
not therefore regard the existing disability as one which should
debar the Indian industry from claiming protection.
95. The extent of the market in India for woollen goods avail-
able for the expansion of the indigenous industry can onlv be
gauged by the volume of imports. The
Marlkets. demand for woollens in India pis strictly

:seasonal, owing to climatic reasons. Sales do not ordinarily take
Place except during the 3 or 4 months at the beginning of the cold
‘weather. As we have pointed out, since the Indian Mills have no

export trade, their production for the open market is reduced to
the period necessary to fulfil these seasonal orders, and in present

ccircumstances there is risk in making to stock. It has therefore
‘been of the utmost importance to secure Government contracts
‘which may enable them -to keep their works open and some at any

rate of their employees occupied. The result has been undoubtedly

in some cases that Government has obtained its supplies below the

cost of production. The representation that has been received
through the Millowners’ Association claiins that against their e -ti-
mated production to-day of 5 million pounds of blankets and rugs,
the Indian mill looms are capable of a production of 15 million
pounds. Since the average imports of blankets and rugs may be

-estimated at some 6 million pounds, it might appear that even
under prohibitive tariffs there would be grave over-productinn,
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But the case is overstated, for it assumes that all the looms would.
be engaged in the production of the lowest class of rugs. We can
reduce the average output on this account alone to, say, 10 or 11
millions of pounds, and part of the output also will be tweeds
and other woollen fabrics. In the absence of trade statistics of the-
imporl of woollen as distinct from worsted piecegoods, we can only
guess the volume of imports. The woollen imports from the United.
Kingdom as compared with worsted are in the proportion of 2 to 1.
Taking the general proportion at 50 per cent. of the total (which
is probably a fair estimate) the average imports of woollen piece-
goeds including mixtures (for the last three years) may be put at.
65 million yards which is possibly the equivalent of 5 million
pounds. Against the total average imports, then, of some 11
miilion pounds of woollen fabries (including rugs), the at present
unemployed capacity of the Indian mills may amount to some 6.
millions.

56. This computation does not reven]l a very extensive market.

at present prices, and it takes no account of the reduced produc-
tion of the cottage industry, and of the
reduced demand for woollen goods which
must probably follow the substitution of a more durable article for
the shoddy imports, higher prices and the competition of hosiery.
The market for woollen goods is, we think, limited, but there are-
signs that it is capable of expansion. It will be seen that there
exists a considerable home market, and a larger share of this will,
we think, enable the industry to prosper. But so long as the
present organization of the industry exists there remains the
possibility of an internal competition between the Mills themselves-
and the Cottage industry which reasonable protection cannot pre-
.vent. We shall consider later in the report the effect of this on the
Cottage industry. This factor should at any rate serve to ensure-
a level of prices which should prevent the industry becoming a
burden on the community.

Internal  competition,

57. It must also be remembered that purchases on behalf of
the Government of India and local Governments and Railways are
of great importance, and form a market in
which there is no competition from abroad
except to a diminishing extent from the Tunited Kingdom. Buf it
cannot be pretended that this market is large enough to support
more than a (small) proportion of the industiv. We give in a
statement® an approximate estimate of the purchases of Govern-
ment and Railways in India, so far as we have been able to reduce
the information supplied to a common denominator. The existence:
of a Stores Purchasing Department of the Government of India
has undoubtedly been of auch help during recent troublous vears.
The specifications vequired for certain Government stores (parti-
cularly of the Army Depnartment) have sometimes been such that
they could only be fulfilled by the old established specialised
firms of the United Kingdom. But the difficulty is gradually

Government purchases.

* Appendix VT,
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being overcome, and to-day there are few woollen goods which are-
not being obtained from Indian sources. The price conces:lon
which can under the Stores Purchasing Rules be given to -Indian
goods has undoubtedly been of assistance. It is no reflection on
the administration of the Department that internal competition
(made all the keener by the pressure of foreign competition in other
lines) has sometimes beaten prices down to an unremunerative level.

58. The second condition of the Fiscal Commission is that the-
industry must be one which without the help of protection is not
Second (s likely to develop at all, or is not likely to
econd condition of : . . .
the Fiscal Commission., develop so rapidly as is desirable in the
interests of the country. It was admitted
by the Fiscal Commission that it was impossible to lay down the-
stage of development at which protection should be applied, and
it was admitted that though this condition would normally apply
to an infant industry, an industry might stand in need of protec-
tion as a result of some temporary deterioration or atrophy. We
conceive that the present conditions of the woollen industry are
of the kind that the Fiscal Commission had in mind.

59. The conditions of to-day may not be due entirely to causes.
beyond the control of the industry, but the fact remains that if it is
in the interests of the country that the
industry should be preserved from complete:
decay, then the industry can claim that it
comes within the terms of this condition. On the woollen side at
least, we have the evidence of most of the units of the mill industry,
and the evidence is supported by that given by local Governments
on behalf of the cottage industry. We have satisfied ourselves
by the detailed examination of the costings of the mills which have
given evidence and by the eritical selection of what we think can -
be‘ considered as reasonably efficient working costs, that Mills
cannot compete on level terms with the cheap importations of
shoddy rugs and cloth from Ttaly, Japan and Poland. To a less
extent the same statement must probably be applied to the former-
imports of Trance and Belgium, now, perhaps temporarily, in
eclipse. But of this it is not possible to give evidence to-day.
Our assertion is supported by the statement, taken for what it s
worth, of the Cawnpore Mills, that they can hold their own against
foreign competition except from Italy and Japan. None of the
Mills we have examined, it may be noted, has made a profit for the
last three years, save after a re-construction of its capital. A
prime cause of the present state of affairs is of course the great
depression which began in 1929, and the present tidal wave of
competition has caught the industry at a time when it was least
able to withstand the shock. .

60. The third condition prescribes that the industry will be able

to face competition eventually without protection. The fact that
Third  condibion  of the industrv has in the past under what may
the Fiscal Commission, Be regarded as more normal conditions heen
able to hold its own, is primd facie evidence

Depression
foreign competition.
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that it will be able to do so again. The chief factor that militates
against reduction of costs at present is the smallness of output.
Increased output will reduce the overhead costs of the unmit of
production, by giving continuous working 1t will increase the effi-
ciency of the workmen, which in itself will lead to a greater volume
of output per unit of machinery. These are the main economies
which the industry itself relies on to reduce its costs of production.
We ourselves would add—

(1) that there is room for reduection in Stores consumption;

(2) that in the past there has been excessive capitalisation,
and consequéntly heavy capital charges in some of the
mills. This has been generally written down and in
this vespect we believe that the Mill industry, speaking
generally, is in a much sounder position than it was;

(8) that some improvement in sales organisation should be
possible.

61. We believe that with these economies effected the industry-

should under more normal conditions of trade be in a position to

) ) recover enough of the onllen market from
£ Cémos of international  y4,1v and any other Continental country to
rade: enable it to hold its own. DBut we think it
would be unfair to Jay too much stress on this condition in the
chaos to which international trade has been brought by currency
manipulations and artificial encouragement of exports and restric-
tion of imports. It is impossible to foresee what may take place
even within a year or two, and we shall content ourselves with
recommending that a re-examination of the conditions of trade be

made within a short period.

62. There is much disagreement among rommercial associations

in India on the question whether the industry satisfies the condi-
tions of the Fiscal Commission. There is

inégg:;tance of the oqual disagreement as to the national import-
) ance of the industry. The views of the
trading communities are naturally coloured by the interests of the
community itself. It is inevitable that protection of an industry
should be paid for by the consuming public and to some extent
by the traders who cater for their wants. The claims of the
industry must be nicely balanced against the interests of the other
side, and of the country as a whole. There is no doubt of the
greatness of the service rendered to the army by the woollen industry
during the war when the entire irdustry was requisitioned for war
purposes, but whether this would substantiate a claim ‘o be
considered as ‘‘ essential to national defence or. special military
importance ’’ is beyond eur competence to decide. Nor can the
industry from the number of its employees, nor the volume of
capital invested in it claim to be a verv important item in the list
of great industries. It cannot be called a Key industry in the sense
in which that term has been employed by the Fiscal Commission
until it can prove its capacity to supply subsidiary ifidustries with

-worsted branch of the . .
industry. greater extent a waw material grown in the
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yarn. But there is an industry of considerable importance to the
-country, namely, sheep-rearing which is in a special degree
-dependent on it for disposal of the produce.

63. But we do not think that the claim for protection need be
‘based on any of these considerations. On the ordinary economic
) grounds Jaid down in the I'iscal Commis-
caglai)xél e?t’ab‘ﬁ’s%?&’tig’? sion’s conditions we think the claim to be
‘economic grounds, Protected can be established. From this
. ) . - point of view 1f protection is needed to sus-
tain this link in the industrialisation of the country, and can be
given without excessive cost to the consumer, we consider that it
should be given. There is, moreover, in existence a widespread
-cottage industry, of considerable importance, in some areas of vital
importance to the well being of the people, and this itself is in
danger, and can be assisted so far as we can see only by some form
-of protection against excessive foreign competition.

64. Our general conclusion then is that the woollen section of
the industry has established its claim to be protected. The real
i cost to the consumer cannot be computed

Woollen section has \vith any exactness. But we shall attempt

-established its claim

to be protected. to show in percentages the level at which
) protective duties should be calculated, and
to prove that during the period of protection the costs of production

-should materially decrease. As things are to-day, with most other

-competitors practically eliminated, and with the revenue duties as
high as they are, it is clear that the industry stands in need of
protection only against the shoddy articles of Ttaly and Poland,
though there is always the fear of an extension of Japanese activity
in this sphere and further esxchange manceuvres may bring other

-countries into the picture. We agree with the view of the mills

that by the substituting of a more durable article for the shoddy
rug and melton cloth the consumer would not in fact be deprived
of a really cheaper article, in spite of the fact that the cash price
more conveniently fits into the domestic budget of the poorer classes,

‘owing to the prevailing fall in their purchasing power. And on the
-other side of the picture is the safeguarding of the handloom

weavers, some 400,000 of whom are finding their livelihood

-threatened.

Tur WorsTtED Bravcrr.

65. We justified the division of the industry into two parts—

“woollen and worsted—on the grounds that we had more widespread

ot evidence regarding conditions in the woollen
osition  of the il that this side of the industry uses to a

‘ * country and that the cottage industry is
predominently woollen. It is moreover practicable to deal with

-either branch of the industry separately by means of tariffs or
~0t.he.r protective measures. But it cannot be denied that the
-distinction is somewhat obscured by the organization of {he joint
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industry in India. To some extent the two sides of the industry in
the mills are mutually dependent, looms are interchangeable, cer-
tain establishments are joint, and it has been difficult in practice
tovl(}etermine the exact costings of the two halves of an individual
mill.

66. One of the main factors of the first condition laid down
by the Fiscal Commission, viz., the existence of an abundant supply
of raw material is not fully satisfied by the
worsted branch of the industry. It has
already been pointed out that the raw
material for worsted manufacture can be obtained to a limited
extent from East Indian wools, and hardly at all from Indian wools,
and then only in the crossbred qualities. It is certain that for as
Iong a period as we can foresee, worsted manufacture will be mainly
dependent on foreign supplies for its raw material. We are noi
disposed to stress unduly the failure to meet this condition, for the
worsted industry of all the chief competing countries is in exactly
the same position and the ancient worsted industry of India has
been forced by the competition of a better wool to go abroad for its
supplies. India in fact is exchanging its surplus of inferior carpet
wools for superior qualities. The relative extent of the worsied
industry to-day can be gauged from the comparative figures given
in Chapter I1. The woollen side is at present undoubtedly the
most important but the worsted has probably the greater capacity
for expansion particularly in light mixtures. Hosiery also may be
counted for the most part as a branch of the worsted industry.
The output to-day is estimated at about 363,000 yards of piece-
goods and 525,000 shawls. The imports amount to about 68
million yards of piecegoods including mixtures (at 50 per cent. of
the total) and shawls to 416,000. The capacity of the Indian indus-
try may be put at about 972,000 yards worsted piecegoods and
1,750,000 shawls (averaging about 2% vards each) including the
mills at present closed, and excluding hosiery.

IFirst condition of the
Fiscal Commission,

67. The second and third conditions can only be discussed in
the light of the actual facts of production, and the question at issue
is: Can the Indian Industry produce goods
comparable with those imported, and, if not,
have we any reasonable expectation that they will be able to do so?
On the woollen side we have come to the conclusion that the mills
are already able to produce an article superior in durability to the
Italian, and we have reason to suppose that shortly they will be
able to compete in finish and attractiveness not only (except in the
lowest classes) with the Ttalian shoddy but with the medium quali-
ties from other countries, without great cost to the consumer. On
the worsted side, we have ‘not found the same complete evidence
of capacity to meet the demand for superior as well as medium
qualities. But we think our history of the trade since the war
explains the causes of this backwardness of part of the industry,
and we shall show that in our opinion it relates only to part of the
industry. -

Second conditign.
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68. We will take the Mill industry first. A worsted industry
has existed for many years. We pointed out in Chapter 111
its beginuings. It was until the war
Shawls. almost confined to the manufacture ot
shawls from the better Last Indian wools, though we believe
that a certain amount of other worsted cloth was made in the
Lalimli Mills from imported wools. Shawl manufacture has
always been the Indian industry, par excellence, and the Mills
carried on the tradition. The war put an end to it in its old form.
The East Indian worsted was of an inferior type and it passed
away like other things in the world with the demand for something
better. There is no prospect of its revival. From 1919 onwards
all mill-made shawls were of imported wool. This manufacture
(from imported crossbred wool) has been the great stand-by of the
Indian worsted mills and as we have already pointed out, it has
to-day for various reasons been able to re-establish itself. In
merino qualities the mills cannot compete with the Japanese, hut
the market for these is smaller than for the crossbred shawl, and it
may be noted that the handloom shawl made in the North from
foreign (chiefly Japanese) merino yarn has no difficulty in holding
its own, with the assistance of the present duties, and its own
excellent quality. We must add, however, that while we are
writing this report we have received evidence that Japanese manu-
facturers have turned to the making of shawl-cloth of crossbred
quality.

69. Worsted yarns (from crossbred and merino woolsy have
long been a product of the Indian mills. And crosshred yarn lus
been used for the production of a ftype of
plain worsted cloth for which there has been
a market in India. But until recent years merino wools were used
only for coarse counts (largely for knitting) and the spinning of
finer counts for weaving and hosiery is still (in some of the mills)
in an experimental stage. The extent to which fine merino yarns
can be supplied to the Indian market by the Indian industry is a
question which will have to be considered when we deal with the
effect of protection on the other woollen industries. TBut we have
been satisfied by the evidence of expert witnesses that yarns can be-
and are heing produced which ean compare in quality with the best
of imported yarns, and that this improvement is not confined to
varns is supported by the evidence of the Indian Si.res Depart-
ment that there has recently been great improvement in the produc-
tion of worsted cloths for Government departments.

Worsted yarns.

70. Undoubtedly this side of the industry is not vet- fully
developed. Putting aside the Lalimli Mills, regarding which we:
lack evidence, théy are reported in comnari-
son with the best imported products to fail
in originality of design, proper finish and satisfactory dveing: and
some reorganization and some expenditure will be needed to effect
improvements. But we do not regard it as surprising that the
standard of the Indian Mills” production is still some wav hehind'

Worsted cloths,
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the standard.of flie long established industries of Lwrope: apart
‘from the lack of experience in these respects, they are handicapped
to some extent in the important matter of design by the compara-
tive smallness of the home market, which makes large experimental
manufacture a risky procedure involving heavy working capital
outlay. And our sketch of the recent history of the industry will,
we think, serve to indicate some other reasons for their slow pro-
gress.  Competition in the past has been severe, but we believe that
the quasi protection which they are now enjoying (partly from
Customs duties and partly from the exchange difficulties of some
competing countries) would have enabled the industry to progress
but for the sudden incursion of Japan.

71. We have received belated corroboration of the correctness

«of this conclusion in a series of samples from the Lalimli Mills,
) which reached us some time after we had
‘do(f}‘:sahty of worsted g, ished the taking of evidence, and while
' this report was bemg written. We do not
know (in the absence of direct evidence) the extent to which these
goods are in the market, but we have been given to understand that
the sales organization of the Lalimli Mills is in some respects retail
rather than wholesale, and this would account for their piecegoods
-coming less to the notice of wholesale merchants, from whom our
evidence has chiefly been obtained. These samples do in our
‘opinion serve to substantiate the claim that the Indian industry
has already made such progress that we can reasonably look forward
within a short time to the Indian Mills taking their proper place
in the Indian market, if thev can obtain protection against the
-overwhelming competition of Japan which has practically eradi-
-cated any price difference between merino and crossbred qualities.

72. In regard to the third condition we can only. n‘epeat the
‘reasons we have given in paragraph Gl for mnot insisting upon
its - fulfilment. In the chaotic conditions
Third condition.
sible to foresee what may happen: but we have no reason to
suppose that given more normal and stable conditions of world
trade the Indian industry should not in due course be able to hold
its own, except possibly against Japan.

73. But the mills do not provide the whole of the picture. The
small factories of the Tunjab and elsewhere are turning out
. excellent fabrics, and the old-established
Industry _ requires Yandlooms of the hereditary weavers of fine
protection in the in- . . .
terests of the country. Woollen tissues are still an essential part of
© the industry, and their survival is, in our
-opinion, no less important a consideration. The extent to which
we have been able to caleulate the exact measure of protection
required we shall deal with in the next Chapter. Here we will
-ouly state our conclusion that in our opinion the industry even in
the incompletely developed form in which it exists to-day is in a
danger of being crushed by this competition, and that it is in the
interests of the country that it should be protected. °

of world exchanges to-day it is impos-

CHAPTER VI.

The Measure of Protection requirsd. «

74. In attempting to arrive at fair selling prices we Ruve.been

dTe g - —— ¥
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faced by a problem certainly not less difficult to solve than that
Com ‘11“1'ti\'e fa;p Presented by the companion textile indus-
sellinwpf)rfces. " tries. The complexity of such a problem
= unfortunately is in no way proportionate to

the size of the Indian industry or the financial interests involved.
And the immense variety of articles produced, many of them

“specialities of particular countries, has put effective comparison

with foreign imports out of the question except in certain stand-
ardised types. 'The British Wool Textile Delegation have been
kind enough to supply us in confidence with a system of costings
relating to the British industry and this we have made use of as we
shall explain. We have worked out our own system of costing in
arriving at fair selling prices of the standard types which we have
selected for purpose of comparison. We have taken examples*
from each of the main heads of production, viz., travelling rugs,
shawls, meltons, tweeds and worsted suitings, ete., both Indian and
foreign, and ascertained so far as the evidence of manufacturers
and dealers would enable us to do so, which examples were being
sold in the market in competition with one another. The difficulty
we have experienced in doing this may perhaps be gauged from our
discussion of the problem in Chapter IV. But we believe we have
arrived at a parallel series of samples which though not always
strictly comparable in quality and not covering the complete range
of woollen goods, do in our opinion compete with one another at
the same general level of the market. The prices of Ttalian,
Japanese and other foreign articles have been ascertained by the
evidence of the Mills themselves, of merchants in Bombav and some-
of the Chambers and Trades Associations. The United Kingdom
prices have been supplied to us by the delegate from Bradford or

are quotations given by the Chambers of Commerce and other
Trades Associations,

75. We have supplemented the information thus obtained by a
further series of comparative prices arrived at (a) by taking typical
articles of foreign manufacture of which we

Methods “dqptedn.i“ know the c.i.f. prices and estimating what
Drices. at fair selling  could be the fair selling price of exactly
’ similar articles made in India: (b) by esti-
mating the United KXingdom cost of a number of articles of Indian
manufacture. (b) is of service only in caleulating the possible
extent of competition from the United Kingdom and has been con-
firmed by estimates made by the representative of the Bradford
Chamber of Commerce of what the c.i.f prices of exactly similar

* Weo desire to acknowledge particularly help received from the Bengal
and Bombay Chambers of Commerce and the Woollen Piecegoods Agsociation
of Bombay, among others, ~ % o
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articles would be if made in England. We believe that (a) com-
bined with the actual quotations of goods, even if not always
sirictly comparable in guality, has given us a range of comparative
prices which forms, with some limitations, a fair guide in assessing
the general extent of the competition and so to measure the protec-
tion required.
76. The great and constantly changing series of varieties have
made it impracticable for us to determine average prices over a
series of years. There is indeed a certain
Comparison based on  steadiness of general prices-from the United
prices prevailing in Kined b t?l o has b stant d B
1931.35. ingdom but there has been a constant down
ward tendency in the prices of the cheap
shoddy articles from the Continent, and there is nothing steady
in the quotations from Japan. The uncertainty of the currency
.exchanges is another unsteadying factor. On the whole we think
there is no alternative but to take the position as we find it to-day,
that is to say, in the 1934-35 season.

77. We have then applied our own standard of costings to the
Indian products and ascertained their fair selling price calculated

on this basis. In arriving at our standard -

atMStt&?:llqrsf i costings we have of course had before our

- = minds the conditions that underlie the system
of discriminating protection, and consequently though we have
used the detailed costings supplied to us by the Bowbay and Banga-
Jore mills, they have been converted, partly from our own know-
ledge acquired in the course of this enquiry and partly on expert
advice and comparative evidence, into what may be called the
costings of a fully efficient mill. For comparison of cost with
articles in the market in the 1934-35 season we have taken the cost
of raw material ‘as it was at the time those goods were manufac-
tured. We have estimated the cost to-day of erecting a mill of
approximately the same size as one of the woollen mills and one
of the joint worsted and woollen mills, and have allowed deprecia-
tion on this basis. We have assumed a working capital equal to 6
months’ output of these mills; and we have allowed 6 per cent.
interest on the working capital, and 6 per cent. as profit on the
total block capital. Unfortunately our estimates have lad to be
‘based on conditions only in Bombay and Bangalore. Bangalore
is as well situated as any mill in India for the manufacture of the
lowest qualities of rugs, and other woollen tissues, and our costings
.of these types have accordingly been based on conditions in that
locality. As regards superior woollen gods and worsteds our
.estimates of necessity follow the circumstances that accompany
industry in Bombay. In some ways production is probably cheaper
in Cawnpore and the Punjab, but we believe that on the whole
there are advantages in Bombay which may counterbalance some
‘of those of Upper India, and we have accordingly applied our
estimates of costs to Cawnpore products also. Tt must be admitted
however that it is possible that Cawnpore costs may be somewhat
lower.

+
i
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We have assumed that the general rates of wages will remain
the same as to-day, but have taken into account the economies
that should result from continual working on a greater output.
This will lead to greater efficiency of the workmen which itself
implies increased production from a machine, larger yields from
the raw material, and lower incidence of overhead charges.

78. We believe that the fair selling prices at which we have
arrived may fairly be taken as based on average costs throughout
Fair selling price the period of protection. On the woollen
based on average costs side protection is chiefly needed in the lower
throughout period of grades of output, and our proposals should
l’mtem‘““' certainly enable the mills to increase their
production very soon and attain the economies we have estimated.
'ln medium and high qualities of woollens, and in the worsted
industry progress depends in our opinion chiefly on the mills them-
gelves, and given relief from the pressure of Japanese and Italian
competition we see no reason why the industry should not be able
tu hold its own, if it studies the needs of the market. In arriving
at our costings of the medium and high qualities however we have
assumed that the industry will take longer to reach its full produe-
tion.
79. The management of the indusiry, except in the Cawnpore
and Dhariwal mills, is of the Agency system. In view of the full
Managing  Agents’ discussion and investigatiqn that has followed
commission  allowed. the report on the cotton industry, we think
: 1t unnecessary to say anything about this.
‘We have allowed in our costing 10 per cent. on the net profits
on account of Managing Agents’ Commission. ~We do this inspite
«of the fact thuc a large part of the industry is not on the Managine
Agency system because that system does avoid certain other su?perti
visory charges, and some of the selling expenses which fall on the
rest of the industry. We find that the mills which employ out-
side selling agents usually pay a commission of 4 per cent. on cloth
and hosiery and 2 per cent. on yarns. ‘But a good deal of the
output is disposed of direct to wholesale merchants, and we con-
sider that an average commission of 2} per cent. to cover selling
expenses is justifiable, i

80. In the following paragraphs we shall distinguish in our
recommendations the woollen and the worsted sections of the
Industry. But we wish first to make some
remarks, applicable to both sections, on the
possibility of reorganization which has been
put to us by a number of witnesses, perhaps without full considera-
tion of its difficulties, as the sole cure for industrial illness
Compared with the Cotton Industry the woollen trade has alwavs
been one of greater individuality. And in India this is accen-
tuated by the great distaners which separate various units, lending -
to different problems in different localities. This alone We’ iméo'in?a
has been sufficient to account for the lack of organization band
co-operation of the industry as a whole. There is another factor

Factors handieapping
the industry.
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which has in some measure handicapped the Industry in its come
petition with foreign products. The woollen markets of India as
of the rest of the world are of immense variety, and to serve this-
variety the Indian mills, particularly those of the joint woollen
and worsted type, are attempting to make something of everything.
Most other woollen industries of the world have met this varied
demand by specialization, and as they have been organized to supply
a world market, while obtaining the economies and-efficiency of
specialization they escape some of the risks and the locking up of
capital that may be involved in catering for so small a market,
comparatively, as that of India. There is hardly such a thing as.
specialization in India to-day, and the difficulties in the way are
obvious. But the handicap imposed on the industry by the present
organization must also bLe realized. 'T'o be successful the Mills are-
dependent on a most accurate estimate of the market demands and
must employ an unusually large working capital in the financing
of stocks. It seems probable also that efficiency in so many different
lines must demand a high proportion of supervisors. In the
absence of protection success in the home market must be dependent

on the extent to which these difficulties can be overcome. Some- .

thing can be achieved, we believe, by leaving to the woellen mills
the market in the lowest qualities of blankets and rugs and other
woollen textiles for which their location and their experience
peculiarly At them. And this arrangement would also tend to-
reduce the existing intense competition of the Mills with the hand-
loom weavers. But the problem is one which can only be solved
by the Mills themselves.

Braxgers aNp Rucs.

81. As we have-already stated earlier in this report we do not
propose to differentiate between virgin wool and wool recovered
from rags or ‘shoddy’. At present all
blankets and rugs are classed under one item
of the Tariff Schedule No. 49 (3), unless made wholly or partly
from artificial silk. We think that a separate item should now
be made for woollen blankets, and propose that 25 per cent. content
of wool shall constitute a woollen blanket or rug. We have dis-
covered no blanket or rug passing as woollen that contains fess than
50 per cent. wool, except from Japan, one of which was found
on analysis by the Customs Department to contain—

Blankets and rugs.

; Per cent

Warp—

All cotton . . . . . . . . . 19
Weft—

Wool . . . . . . . . . . 24

Cotton . . . . . . . . . 37

Artificial silk . . . . . . . . 7

Hemp . . O . . . . . . 13

100

THE MEASURE OF PROTECYTION REQUIRED. 53

About 25 per cent. is the minimum proportion, agreed to by
Indian manufacturers, which would enable a rug {o pass as woollen.
It 1s the fact that cotton or staple fibre can be mixed with shoddy
wool that makes it possible for an attractive rug to be manufactured
at a cost equal to or even lower than that of the cheapest Indian
rug. Neither shoddy nor cotion can be mixed with the lowest
quality of Indian wool and even if they could, no price advantage
1s likely to accrue to the Indian manufacturer. But we are of
opinion that” it would be undesirable to encourage this type of
manufacture in India partly because the article is definitely inferior
in warmth and durability to the indigencus article, and therefore
not really cheaper, and partly because it involves the abandonment
of the advantage which India possesses in her low grade raw
material, and would do a disservice to the wool grower. In the
best quality blankets and rugs for which an imported wool is.
required the Indian manufacturer is in exactly the same position
as the foreign manufacturer in regard to the possibility of mixtures
and should therefore equally be able to meet such demand as there
may be for this type of article. We therefore recommend the
retention of only one class of woollen blankets and rugs whether
they be of pure wool or mixed with other materials fo the extent
of 75 per cent. '

82. We propose to deal with the cheapest imported article by
imposing a specific duty of 4 annas a pound combined with an
Combined duby recom. ad valorem duty. The lowest weight rug
mended. & made of the low grade Indian woo! which
) can compete with the Italian shoddy rug
is of about 3 pounds. Rugs are sold retail by the piece and not by
weight, and we propose to meet the competition of imported rugs
of lighter weight Dby imposing a minimum duty of Rupee one
per blanket or rug. The ad wvalorem duty should be 25 per cent.
The following Table gives the prices of three popular Ttalian rugs
of low quality, the effect of the proposed duty, and the fair selling
price of Indian rugs which are sold in competition with them:—

Tasieg XXII.

Landed Inpian Ruoc.

~ | Weight, price
ox duty.

Ad valorem
duty Total. :
2507, Weight, | it el

-Specific
duty.

Ibs. oz. | Rs. A. P. | Rs. A. P. | Rs. a. P. | Rs. A, P. | 1bs. oz. | Rs. A. p.

A. 2 10 110 0f 010 6| 0 6 6| 211 O 3 0 2235

w
[+ ]

2 06| 010 0f{ 0 81 3 27 3 0 214 9

C. 3 4 213 6] 013 0, 011 4| 4 510 2 12 4 1 2

A popular reversible (or ¢ double’) rug (D) of medium quality
(““ all wool ”’—mostly shoddy) weighing 5 1bs. is priced c.i.f. at

E
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Rs. 4-6-4. The combined duty will raise the price ;
gﬁduct}ou n weight or quality would certainly 10\\I’er its ;OopIxii;ribt 1)2
tlN_ere ﬁ a'n.um‘ber of Indian rugs which attempt to compete \X‘i)tI;
R.ls, all weighing 4 1bs.; and the fair selling prices of two are
5. 5-14-6 and Rs. 6-12. The Bangalore Woollen Mill has been
very successful in its experiments with a double rug containing a
similar proportion of shoddy, certainly superior in quality to The
Italian, the fair selling price of which is Rs. 5-12. Assumine that
the Indian mills find it necessary to increase their welght 8;ome-

Tat v o .
gr;;xe;-We have no doubt they will be able to hold their own at these

83. The incidence of the combined duty amounts
cent. on A, 55 on B, 51? on C, and 53 on D.} A 5-1b[.br1tlz E(;E)stipne;
s. id w - 37
 [nited Kinglom im- Rg 2 gl (;gxd 2y e o o
S xempted from : -2 o oports irom the
specific duty. United Kingdom, we are informed, are now
i ' confined to blankets proper, and a very
superior travelling rug. Blankets have now gone out of use in
India in favour of the travelling rug, and the Indian industry
competes hardly at all with this type of product. In the better
g'uahty travelling rug the Indian Industry is well able to hold
1ts own with the United Kingdom. Imports are so small to-day
that no quotations have been submitted to us of comparable quaif-
;1’631.1 W(i_ilave coife(} t“l'o Indian rugs, one of medium and one of
ugh quality, on both the Indian an i 1 i
costs with the following result: — 4 United Tingdom bsis of

Tase XXTIT.

Weight. Size, Indian cost. Ktxjr?gltiign
cost.
ib. inch, Rs. a. Rs. a. ».
(1) Rug . . 43 96 x 54 11 38 1315
) ,, . . 4 90 x 64 6 12 8109

Rug (R) is the Indian rug intended to compete with the Ttalian
rug and referred to in the previous paragraph. If we assume that
the United Kingdom costings are somewhat high, there is still no
question but that the Indian manufacturer is favourably situated
in comparison with the English manufacturer. Such preference
as 1s consonant with the general level of revenue duties may be
given. 'We recommend that the United Kingdom imports should
be exempt from the specific duty.

OtrER WooLLEN TrISSUES.
84. Under the present Customs Schedule [Item 42 (2)1 wooll
piecegoods (other than felt and shoddy materials) pay 35)1Jer ((:)ers’cr.l
Woollen piecegnods— ad valorem or Re. 1-2 per lb. whichever is
existing duty on United higher. Materials made of shoddy pay only
:{éngd%m goods to be 35 per cent. ad valorem under Ttem 49 (3)
ctained, Fabrics containing less than 90 per cent.
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"~ wool pay 35 per cent. ad valorem under Item 48 (). Our chief

concern under this head is with the shoddy goods of Italy and
Poland. Japanese competition is limited to certain types of ‘‘ face
cloths ’, and similar plain materials (known variously as Blazer
cloth, Chesters and Broadcloth) and to such of her light shirting
fannels and °“ bleached muslin ’ as are classed as ° woollens’.
These, so far as we can ascertain, are ordinarily made wholly of
virgin wool* and cloths of similar weight are priced somewhat
bigher than the Italian shoddy, but a good deal lower than the
Indian fair selling price of eimilar articles, the average being
about Re. 1 a lb. lower. There is reason to believe, as we have
previously stated, that the exemption of shoddy from the specific
duty has encouraged the import of fabrics made wholly or partly
of shoddy, that is to say, these articles have been able to compete
more successfully with goods made of virgin wool. The total
imports of shoddy piecegoods amount to about 2 million pounds
in weight valued at Rs. 16} lakhs. The average weight per yard
is probably about 16 ozs. and the average value per 1b. about
13 annas. We have been unable to find any other imported goods
classed as woollens which call for so high a duty as these shoddy
cloths, in order to protect the Indian industry. If the shoddy
were comparable with the Indian tweed of lowest quality, the latter
would require a maximum duty of Rs. 1-6 per 1b. But the lowest
Indian tweed, whether mill woven or hand woven, seems to us to
‘be better than the lowest qualiiy of shoddy tweed. The factor of
fine finish is not quite so evident as in the rugs: and to levy a
duty equal to the full difference in price of the cheapest varlety
would seem to be unnecessary. But there is no doubt that the
cheapness of the shoddy inspite of.its manifest inferiority is
preventing the sale of Indian tweeds: and if the Indian industry
is to be protected as we have already agreed, then the price of the
shoddy must be increased to a point at which Indian tweed can be
readily sold. -

Apart from Japan, woollen piecegoods other than the cheap
ghoddy materials to which we have referred come, we believe, very
largely from the United Kingdom. The joint representation claims
broadly that the industry requires the present preferential revenue
‘duties to be converted into protective duties. The Table eiven helow
would show that on comparison of bazar prices alone the difference
in price is more than covered by the revenue duty. But it is
probably true that even in exactly comparable fabrics the United
Kingdom product will be the better made and so command a better
market than the Indian article. This disadvantage is one which
we believe will tend to disappear; and meanwhile may be counter-
balanced by the continuation of the present duty.

The chief evidence we have of direct competition between Indian
Mills and the United Kingdom is in the contracts with the Indian

* Neports from Calcutta show Japan has begun to export small
.quantities of shoddy goods. -

E2
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Stor esbll)epartment. Iu most instances to-day the Indian Mills are T XXIV
now able to quote competitive prices; that is to say, the present : — i
;\J per cent. duty has been sufficient to protect them completely ‘ United Kingdom {adian Al Eixcem O 1an cost
‘e 1 T s . . . . - 3 > i.f. price. 1.4, price. f. price. adian Aill. Sxcess over Indlan cost.
1»efaillleclonlmend tltlatt_ﬂlﬁd preferential rate of duty should be ¢, price. Japan o4 price fealy et price Poland 4. price e then Indlan cost.
ed as a protectiv Y i S -
v e }ec pd ive duty both in the cases of woollen and Description of articles. Width, Prosent price Futuso price per Ib.
> plecegoods, sent price. : Per Ib. Cols. 11 Per Ib. Per yard
Per 1b. Per yard. Per 1b. Per yard. Per b, Per yard. Per Ib. Per yard. Cols. 11 and lowest {  Cols. 11 Cols. 12
) and 3. foreizn and 5, and G,
Per Ib. Per yard. Per 1b. Per yard, pric:.
1 2 3 1 5 6 7 $ 9 10 1 2 13 14 15 16 17 18
* Inches. Rs. A. P RS, A, P, RS. A. P, RS, A, P. BS. A. P, RS. A P, | RS.A. P. | Rs.a P RS. A. P Rs.a.p.] Rs ar | . RS AP Rs. A, I Its, A, P RS, A. T, RS. A, P,
Melton— ..
200z, . . . . « .« .| 52tost 2 0 4 2 8 5 . v 013 7 110 .. .. 112 7 s 310 110 3 2 010} +0 8 9| —015 ¢ .
21 ,, . . . . . . . 52 to b4 . .. . .. .. e 010 1 013 4 . . .. . . -1 2 ¢ . .
;g w ok . . . . . . 232051 . .. .. . 011 7 100 .. .. .. .- .. .. .. —1 1 ‘1) . -
- e . 2to 5 . - . . .. .. 2 014 . . - . .. —1 0 . .
Chester cloth— ) 01z 0 o
Moz . . + . . . .| s52t08s 318 211 6 . . 111 5 180 . .. 2 7 6 228 2 4 4 11510 | 4010 2] —012 1 . .
1w, L L LU L] 52tost 210 2 Rt : .. .. . . . ' . .. +0 2 . . .
11-1% ozs. .+ .« . .| 52tobt . . 212 0 20 0 .- - . - - S . . .. . +0 4 ¢ 280
Bl%er cloth— . 101 010 7
02%. . .+« .+« < .) 52toss 317 115 . . . . 4 20 7 2151 11310 | —0 2 7 . — 1
g0om. L L 1T | 52tess . ol 3Es 188 : o : - 82 . S . .. : 515 5} —010 7
1%ozs. . . . . . . .| 52tod4 370 7 5 1 . .. = . . - 370 4 2'¢ 3 212 1 2’1 1{ 400 3 . .
Saxony suitings—
17025 . . .« o« .« . .| &2tost 302 3 3 2 . . . .. . . 211 8 214 4 28 2 210 8 | +0 4 © . .
6, . .. . . .| B2tost 270 270 . . . . . . . . —0 ¢ 8 .. . .
Bro'?dcloth— )
025, . ..+« .« + « .| 52toss 211 0 212 5 .. .. 16 2 16 2 . 212 6 215 3 20 5 212 0 | —0 1 6| =1 6 ¢ .
2, . . . . . .| s52tosd 28 8 32 8 .- . 1860 111 6 . .. .. . . .. —0 310 —1 6 © . -
Crilc5kehng flannel—
0. . + - « « . .| 52tost .. . .. .. - . 213 1 210 4 2 07 270 . . .
%, . . . . o L Ul 52toss 215 0 | 27810 o . o " n . . .. Y . +07'1 11 : . »
Trouserin? dannel— 21510 212 10 212 4 2 9 7 -0 6 3 . ..
15 ozs. . . . . . . . 52 to 54 29 7 7 1 .. . . . .. ..
Tweed— - 113 4 113 4 11010 11010 | +0 9 8| ~01411 .
B0z . . . . o+ . .l 52to54 270 2 70 . 10 5 105 014 5 014 & .. .. .. .. . —~1 010 .
8, . . e e . ] 92tob4 . ‘e . - 015 112 012 © 014 0 Ve . . .. +0 2 B| 40 2 8 . .
8. - . . . . . .l s52tos 2°0 0] 270 o+ : I .. . .. .. .- n . i +010 8| +0 5 8 -
U, .. . . . .| b2tos1 28 0 23 0 . .. .
Baize cloth— i . h .
13075, . . - . o« « .| 52toss 380 218 ¢ .. .. .. . .. 38 7 2 910 300 2 611 | +0 4 & . .
1L, . . . e . . . 5210 54 .. . 2 2 6 1 810 .. e .e . v . . .. . . -1 1 1} -1 1 0
10, . . . . . . . 52 to b4 e Ve 2 2 6 1 6 2 e . . . . . .e . ~1 11 —1 8 8

* English shoddy.
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85. We may therefore confine ourselves to the competition of-
Japan and the Continental countries to which our attention has
On goods from other Peen drawu. And a duty which will be
-countries specific duty sufficient to protect aguinst the shoddy trade -
I.""l“!l)‘m altamtﬂvt”'(’:) ud  will certainly suffice to protect against vom-
_n?cnde}éL' HH reeom- - yetition whether from Japan or other coun-
tries in the pure wool trade. The

measure of protection required in view of what we have
said in paragraph 84 is not easy to determine. As we
have said to level up the lowest prices a maximum duty
of Re. 1-6 per 1b. would be needed. The maximum 13
based on two examples of a broaflcloth; the average difterence in
price of the samples listed works out at 14 annas 9 pies a 1b. It
is not possible to arrive at a properly weighted average, but we
have come to the conclusion that a duty of about Re. 1 per lb.
-coupled with their superior quality should enable the Indian Mills
to compete on equal terms in these types. Re. 1 is nearly the
same duty as is required against Japan in the dearer articles. -
The hand woven stuffs which compete in these grades arve the
puttoos and the tweeds and similar styles of cloth called by various
names. In width the cloth varies from 18 inches in ¢ puttoos’
to 32 inches in ‘ tweeds’ and the selling prices, adapted to the
usual 54 inches, would be—

Puttoo from Re. 1-10-8 to Rs. 2-12-6.
Tweeds from Re. 1-2-6 to Rs. 2 a yard.

The weight of the cloth has not been reported but does not
-differ materially from that of the mill made tweeds which are
from 14-1G6 ounces per yard: and it will be seen that the prices
of the hand woven are therefore much the same as of the mill made
-cloth. We propose to levy the duty in the form of a specific duty
of one rupee per lb., with an alternative ad wvalorem duty of 35
per cent. The specific duty will be effective on prices up to about
Rs. 2-14 a pound. At this price it is equivalent to 35 per cent.,
-and on higher prices the ad valorem duty comes into effect.

MIXTCRES.

86. Our trade statistics regarding mixtures start with April
1934. The following statisties are available partly from the Indian
records and partly from those of the United

Mixtures. King dom.
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Mixtures represent about 23 per cent. of the total imports of
piecegoods. The big supplier of mixtures both woollens und
worsteds has always been the United Kingdom. As the specific
duty did not apply to the United Kingdom, her proportion of
mixtures to total piecegoods has obviously not been affected by the

~
-

1-00
373
497
1-92
41-75

Lbs,*

application of the specific duty to pure woollen goods. There is no
evidence that mixtures from other countries have been encouraged
by this distinction, though the general impression is that imports
of mixtures have increased, particularly from Japan. There is no

1,860-2

India in 1934-35.

(thds.)

Imports of Mixtures into British
Yards

indication of what proportion of the mixtures from other countries
than the United Kingdom are classed as woollens, and what propor-
tion is worsteds. On general evidence we have reason to suppose

58-3
45
447-1
409-7
1328
3,218:6

-8

£
43

(thds.)

that Japanese mixtures are mostly worsteds, and Italian mostly
woollens. :

- 87. The demand of the Indian industry is that mixtures shall be
treated as pure ‘woollen goods for the purpose of protective duty.

We have therefore omitted the weight of the

43-8

Total Mixtures.
419-8

Sq. yds.
(thds.)

) The problem arises from the fact that India
ad?nti?t)efl ff;’;e to be 4t present produces no mixtures. There
would primé facie be some justification for

this claim on the woollen side in the fact that Indian wools of the

419-8

£

(thds.)
102-8

lowest class cannot be blended with cotton or other staple fibre:
and therefore it is true that the lowest class of Indian fabrics
would be at a disadvantage, were not the wool as cheap as cotton.
But of the low grade woollen cloth practically none can be made

102-8

Total Worsteds.
861-8

Sq. yds.
(thds.)

of that low class of Indian wool that can be used for the manu-
facture of blankets and rugs. Most mill made woollen fabrics
therefore contain only the superior quality of Indian or Kast
Indian wool, mixed perhaps with a proportion of crossbred wool

861-8

TasLe XXV.

£
114.7

(thds.)

and worsted waste, and the better the quality of cloth, the higher
the proportion of imported wool. Only in this superior class of
material can cotton or staple fibre be blended with the wool, though
in tweeds a thread of cotton or other fibre is often used in making

1147

Exports to British India in 1933,

Total Mixtures.
1,349-2

8q. yds.
(thds.)

the design. In other types of cloth, such as blazer cloth and meltons
which have a plain milled surface, the ¢ union ’ type of mixtures
(with a cotton warp) is sometimes adopted. The proportion of
other material used in the mixing for blankets and rugs may, as

1,349-2

£
(thds.}

1780

we have seen, be as much as 50 per cent. or even 7H per cent.
In other woollen textiles it is rarely so much, the proportion in
United Kingdom goods being seldom more than 23 to 30 per cent.
and generally less. In worsteds on the other hand the proportion

178-0

Total Woollens.
Sq. yds.
(thds.)
1,668-2

pancy between the monthly returns of weight and the total of the year,

can be much larger, but in this process the mixing is of different
yarns and not of two materials in the blend. There is, so far as
we know, no valid reason -except the difficulty of specialisation
to which we refer elsewhere, why the Indian mills should refrain

1,668-2

United Kingdom

from making these mixtures. The only reason which has been
given to us, viz., the difficulty of keepiny the materials apart in the
same mill so that there is a risk of the ‘“ pure wool ’’ specifications
of Government contracts being endangered, is surely one which can
be got over by better organization. There is a great and increasing
demand for, mixed fabries throughout the world (which has no

* There issome disere
See also Table XIV.

ToraL
different countriea,

Germany .
Belgium

Italy

Japan

Other countries
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counection with the encouragement given by separate classification -

in the lndian Tarift Schedule), and the indications are that this
demand has come to stay. The woollen mills themselves have asked
for the removal of the duty on staple fibre until there is a nearver
prospect of its manufacture in India. Rayon and staple fibre pro-
duction is always ecreating new records. All this indicates that
the long continued reliance on the natural qualities of pure wool
tor clothing is breaking down. IFashion is rejecting the claim of
pure wool to be a ‘superior’ product and in India the climate
supports fashion. We support for these reasons the request of the
Mills and recommend that staple fibre should be admitted free as
other raw materials, or should not at any rate pay a higher duty
than foreign cotton. The imports of staple fibre began only in
1834-35 and amounted to about 42,600 1bs.

88. If the mixture of other fibres with wool is to be a factor

of increasing importance in the industry we counsider that this
branch of manufacture should be treated on

Woollen  mixtures to its merits, and not regarded as a niere
ll)t;t.f-m;]sec[tmiroe t‘l‘lgolslgﬁls‘“ unwanted competitor with pure wool. In
' this mstance the industry must certainly con-
form to the dictates of fashion, if it is to progress. Mixtures are
not manufactured only in order to achieve cheapness, but more
often in response to demand. We have unfortunately not been
supplied with much evidence of the difference in price. There is
obvious risk in using Customs records as these take wo account of
quality, which does not follow weight. Average prices therefore
whether per pound or per yard will be misleading. The average
prices of imported piecegoods in 1934-35 were Rs. 2:92 per 1b. and
Re. 1'33 per yard, and of mixtures Rs. 224 per 1b. and Re. 1-29
per yard. From the United Kingdom the average price of woollen
tissues per square vard in 1933 was 2s. 5d. and of woollen mixtuves
1s. 7d.; of worsted tissues 2s. 5d. and of worsted mixtures Z2s.
(Figures for later years are not available.) On the other hand
the average price per yard of Japanese piecegoods (woollen and
worsted tissues combined) was Re. 1-1 in 1934-35 while the average
of mixtures was Re. 1-3-4. Japanese mixtures are obviously in
the more expensive types of cloth. The price of German mistures
also averages slightly more than pure wool.goods, while Ttalians
are about half the price. The only conclusion that can he drawn
is that the general level of prices of mixtures is somewhat lower
than that of pure woollen goods, and that consequently the same
specific duty would bear more hardly on the mixtures. On the
other hand the cost of manufacture of mixtures should not differ
materially from that of pure wool goods, so that ‘the need for pro-
tection in the one case rémains the same as in the other, and
could be caleulated at the same ad zalorem rate. So far as mixed
¢ woollen ’ tissues are concerned therefore it would appear that
the duty should bear the same percentage incidence as the duty
on pure woollen tissues. There are however two considerationsg
that lead us to modify our recommendations in regard‘to mixtures

. purc wool fabric,

THE MEASURE OF PROTRCTION REQUGIRED. 64

<lassed as woollens. Firstly, that the industry is not yet organized

to preduce mixtures. Fxperience will be needed before the tech-
nique necessary for perfection can be acquired. Secondly, that
shoddy will certainly be blended with cotton if the duty on this
mixture is less than that on virgin wool or on the mixture of shoddy
with virgin wool, and therefore in order that all tissue containing

-shoddy may be treated equally, which we think to be necessary

for the protection of the low grade Indian tissues, the same specific
duty must be applicable. The specific duty which we have
proposed will, we believe, be effective against the low grade imports,
-and the ad valorem duty afford sufficient protection ngainst higher
-qualities. )

89. We do not propuse to change the present definition of a
pure wool fabric in item 48 (2) of the Tariff Schedule as one
' No change proposed containing more than 90 per cent. of wool
dn  the definition. of (except to the extent that shoddy will no
longer be excluded).

Wors1ED T1ssUEs.
90. Worsted fabrics arve classed for the purpose of Customs
duty with other woollen fabries in item 48 () of the Schedule,
and pay 35 per cent. ad valorem or Re. 1-2
per lb., whichever is higher. We think it
will be convenient to re-state here some of
the facts we have given in previous chapters. Of the total imports
of piecegoods (including mixtures) averaging 13 million yards in
the past three years, we estimate that about 50 per cent. or 65
million yards are worsteds. The other important item of worsted
production is shawls, the imports of which in 1934-35 have been
416,000 in number. Shawls are included in item 49 (1) of the
“Tariff Schedule and pay 35 per cent. duty. A large volume of
shawl cloth has in the past been imported as piecegoods, the shawls
being made up in India. Shawl production has always been the
mainstay of the Indian industry. One of the general effects of the
‘imposition of the specific duty on piecegoods has been the increased
importation of shawls, and a falling off in the import of shawl
cloth. In particular the trade in French shawl cloth (of crossbred
quality) is reported to have almost disappeared. The Indian Mill
industry has now largely recovered this trade. But in the eurrent
vear Japan has begun to send a crossbred shawl cloth at very low
prices. The trade in'shawls of the merino quality has in the past
been chiefly with Germany whose product is largely of the all-over
-embroidered type. Recently Japan has been importing mierino
shawls and shawl cloth in increasing quantities, and the mills are
unable to compete with the price of these,which is not much higher
than that of their crosshred quality. But the Indian industry
represented bv the handloom weavers of Upper India produces a
superior quality of shawl and ¢ chaddar’® with a desion tiat
appeals to the market and is reported to be well able to hold its
own under the present scale of duties, inspite of a somewhat higher

Shawls to pay same
duty as piecegoods.
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- Indian Mills. + Excess over Indian cost.
. . . . . T : —Less than Judian cost. " REMARES.
prlce’ 80 loug as lt can Obtulu Cheﬁp Sllpplles Of merino yarn‘ A Tnited Kingdom Japap O’t‘he'rlcourl;;?es Present fair selling Future {qirselliﬂz . v Japau.
cheap Japanese woven shawl made to imitate the knitted article , e, price.. c.L. price. -, S priee price. price. United Kiagdom. 3 and 10
is reported to compete successfully with the Burmese knitted shawl, Description of sample. Width. ) | cots.3ana9 | cols. 4 and 10 Colsi;csr and 9 Ccﬂ;;ruyq;d_
being sold at Rs. 15 a dozen. 'L'here is little demand for this in ’ o porsart.| pertn. | persama.| Peiv. |Pervar.| Per ib. | Peryard.| Periv. |Peryurd. Jer b, per yard. -
India. The claim of the Mills is that the same duty as is nnposed: per i / i - R o 13 11 15 16 )
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91. Tables XXVI and XXVII give comparative prices of o Inches. |RS. &, ®. |RS. A, 7. | RS. A P RS, & P | REA B e t 00 3 —2 311 —= s u Thﬁmﬁgal‘z’rlfﬂi e whien It
worsted piecegoods. They are not completely representafive of all ' ) N e ) 460 4609 321 4s2m —0 0 3 — . i s10 —110 1 3 fe\icv_g'él \gcfc{‘xxd:i'z:n";\lllisn\&iill
Comparative  prices types of “‘-orst.e.d piecegoods, but they.eovpzr- 1. Serge160z8. . .+t 5 4 6 6 4 6 2 ;14 » (‘) . 5 2101 2 9 5| +13 2} 267 —0 i 4 -0 ?11 T st ?‘t)tc.xciuan*:l}:1,:m,t, ull share of the
of worsted piccegoods, a range of smtmgs in which competition 1s- o. Snitings 8 ozs. . . . . . 34 51 6} =2 8 5 3 21 29 7] 5009} 284 —0 710 -0 3 o1 o {;;Sgﬂ:}sm‘ for compatative pur-
said to be most severe, and a number of N S ons L. 54 411 4] 2 5 8] 2 3 031 : ] o129l 1 00|l 200 -0 0 6 —0 0 4 —110 3 |- poses, '
other articles in which it is doubtful whether the Indian industry 3. Panama suifives 5675 - 5 415 1) 212 5} 3 5 4 1 o 113 7| 212 o oo 10 ‘o s 0 1z | .- 29
has yet reached the stage of effective competition. They serve, we: 4 Whiteserge 9 0z8.« - o ] s 5l 39 0] 3001 ) 113 %1 8 1 ) 410 B89 o 5 -0 311 —2 2 2 -1 97 ’ .
think, to support the conclusion at.which we have arrived, wiz., 5. Kashmic Tropical sultings 10 0zs. . 54 N I S R . 53 6| 314 7} 434 1) 3107 0 2 5 —0 111
that in the conditions of to-day Japan is the only competitor which G, Whipcord 12023, +  « < 54 41t 2 10 45 0l 211 6| ¢ 8 2) 218 2] 436} 2202 . ) s 110
India has to fear in this branch of the industry. ~ Japan uses chietly’ dmere {008, ¢ - - 54 . . .. s c 8| 211 4| 5 08} 284 —1 6 8 —o 1 o e
merino wool for export and consequently her products compare’ 7. Cashmere o L. 54 <00l 200|115 0] 01586 . : 5 010] ¢+ 6 0o ¢11 64 4 20 —0 7 9 —0 6 9 —1 7 s
in quality only with the better class of the United Kingdom and 8 Lightserse 807 * 54 s 91l 400l 3233|2120 : ) s| s 0 4] + 88| 2135 —0 6 4 —0 311 ~2 5 8
Continental goods but in price they are lower than much of inferior 9. Venetin cloth 1 0% -t 51 s 71l 212 5|27 ey 1810} " 1o 214 5] 4335|3110 —0 2 3 -0 20 : "
quality. Recently we have evidence of ihe use of crossbred wool 10. Gabardine 10 0zs. . . - - i 1) 312 5 . : ” N o 33 —010 1 —0 6 3 :
also which is possibly an indication of an impending rise in price’ 11, Sergeldozs. . - -+t 54 +5 o s " 5 71| 3 ¢1| 5 2 0f 3 0 10 11 —0 6 3 . . ‘
of merino qualities.  To what extent Continental competition would 12. Raisimasuiting 10028+« - 5 £13104 9 . . .. s 3 0l 3 310 ¢4 0| 3 00 — ’ o 1 3 B -
revive with Japan on more level terms we are unable to say. In N Tropical worsted 10 078, .+« - 54 409 1) 213 7 . ) sie11| 45 1] 2108 4 om 0 21 .
view of Japan’s position in the market we have failed to obtain: .- lsuiting 14025, . . - 54 5 10| ¢ 611 .. .. . 4 911} 4 08| 45 2| 3126 —0 5 6 —0 4+ 8 -
adequate statistics of prices of Continental goods. We can only 14. \Vorste(.su. . . 54 404 5| 5120 . . - - . e market dealers.
report that in general when the goods are comparable in quality 1. Worsted suitins B 055 - - . re symilax type from Japan or United Kingdom aud the prices are the e.1.f prices reported by the
they are reported to be somewhat lower than those from the United | Nore.—Bamples 1 10 Lo e oth costed also for an Indian JilL
Kingdom. Merchants in Bombay put the difference at about ‘ E
14 per cent.

t t ngdom bagsis o g ort by the Bra 1d Chamber.
Samples 12 to 15 are Indian samples cos! ed also on the TUnited Kingdom ba £15 OT [!IiCLE rep I C(‘ Y Bradford Cha b

Sample 7 & comparatle Ttalian Cashmere is added.
92. In some lines such

as the ‘° Bleached woollen muslin »’ ‘
used for shirtings and similar garments, and sold at 5 annas a yard,

. ‘ . Japan seems to have almost a monopoly.
tian nese competi-  Blonched muslin which has long been known:

in India as ¢ merino ’ is a speciality which
has not vet been made in India, but Indian mills do make an'

exactly similar ecloth (unbleached), as a shirting flannel, of a
heavier weight. .Japan has eliminated Continental competition in
similar fabries. Some lines of more expensive shirting flannels-
from the United Kingdom continue to be imported in small quan-
tities, but we do not know the extent to which shirting flannels
made by Indian mills are in the market. We have included in
the Table =ome costings of samples with which we have been

supplied. Mill production of shirting flannel seems to be largely
directed to army orders,
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93. We have been much exercised over the problem of how to
deal with this competition. Japanese prices in general do not
_ merely undercut the prices of competitors;
Uncertainty Ofvl)f“ce? they may be as much as 50 per cent. and
2{0“1‘3_‘1‘1)3“058 worsted ore below them ; and it 1s obvious that the
aim is a wide market and quick returns rathex-
than waximun profit. The heavy specific duty imposed at the
beginning of 1934 while it has proved too severe for most Conti-
nental competitors, already hampered by exchange difficulties,
has  been insufficient to protect the Indian mills against the
Jupanese and has therefore left the latter free to obtain such
markets as they pleased. The Indian mills have proposed to cut
the Gordian knot by imposing a quota sysiem based on the average
imports of the last five years, and they have been generally sup-
ported by most of those witnesses who have favoured protection
at all. 'The difficulties in the administration of a quota system are
considerable, and we should hesitate to recommend it until the
objections to the more usual method of tariffs have been thoroughly
explored. On the bare figures of comparative prices, so far as we
have heen able to select comparable articles, the average duty
required would be Rs. 2-2-6 per 1h. and Re. 1-6-2 per yard, the
incidence of which on the average c.i.f. prices is 83 per cent. per 1b.
and 80 per cent. per vard while the maximum on particular samples
rises as high as 180 per cent. Yet 1n view of the Japanese policy
hitherto iollowed of continually reducing prices we can by no
means be certain that even this impost will be sufficient to retain
a fair shave of the Indian market to the Indian industry against
further determined efforts. The Tables of comparative prices show
how uncertain is the price of Japanese worsted cloths. We are
quite unable to account for the cheapness of some of the tropical
suitings when compared with others which on Indian or United
Kingdom costings should be approximately the same. We muay
quote in further illustration the price of 2/G4s. count merino varn
which was last year being sold at a price below that of 2/48s; the
normal increase in price of the finer count on the United Kingdom
or Continental basis would Dbe about 8 annas, and to-day the
Japanese c.1.f. price of 64s. is 2 annas more than that of 48s. But
we believe that it would not be sound to base the gencral level
of duties on a few specific instances which may well be due to
temporary causes. As we have said, an ad valorem duty of
83 per cent. would serve to level up the prices of most of the other.
fabries quoted in Table XXVI on a pound basis.

94. In regard to Table XXVII there is, as we have said, some
doubt, except in regard to shawls and shawl cloth, whether the
: Indian industry has yet reached the stage
of effective competition, though we have no
doubt in view of samples submitted to us
of the capacity of the Indian industry to
produce similar articles. 'We have considered the possibility of
classifying separately the chief Indian products but have found it
impracticable.  One of the difficulties which has confronted us in

Possibility of wusing
Japanese cloth  for
various purposes.
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any attempts to differentiate between the various classes of worsted
products 1s the possibility of using the Japanese cloth for various
purposes. Thus one of the shirting cloths is exactly similar in
weave to a shawl cloth, though lighter than the usual shawl cloth,
and of narrower width. It is reported to be used also for the
manufacture of rumals, a species of small shawl. It would there-
fore be impracticable to separate shawl cloth by definition from
other piecegoods. In determining the measure of protection re-
quired we believe that the only safe comparison is of weight and
width. ~But this basis gives Japan the advantage of théir capacity
to produce fabrics of lighter weight than the Indian mills can
produce at present. A duty based on comparative prices per yard
iength of the same width would be required to meet this advantage.
But to this extent it may be said that in these articles the Indian
industry is unable to produce a comparable quality, and we are
not prepared therefore to take this factor into consideration in
determining the protective duty required on these very light fabrics.

95. The difference in prices of worsted goods quoted in the
seme market is so great that we have felt 1t necessary to examine
any possible causes with great care. It is

Duty necessary to  necessary to repeat that the cost of the Indian
protect worsted piece- ;5 the United Kingdom samples is based
goods. on the prices of ‘tops’ in the first half
of 1934. These were the prices which determined the selling
price of goods in the season of 1934-35. But since Japanese im-
i)orts do not follow the seasonal markets we are unable to do more
than guess at the price paid for wool by the Japanese manufac-
turers. The quicker turnover of the Japanese trade is probz’il‘oly
cne reason for the constant variation in the bazar quotations. 'The
level of prices of Australian wool was very low in 1931-32 and
until July in 1933, when it began to rise very rapidly. In the
spring of 1934 (the period which we have had to take for fixing
the prices of raw material) prices were very high, and they then
fell again until December 1934. In that month the price of
Bradford 64s. tops was about 10 annas less than in the previous
January. In the spring of 1935 there has been some hardening
of prices. There is some evidence that Japan made very heavy
purchases of wool in the winter of 1931-32 (before going off the
zold standard) and heavier still in 1932-33 after the deprematmg
of the Yen but while wool prices were still very low. Since wool
prices doubled between July and December 1933 it is possible
that these purchases have given her in the past two years a great
advantage over most of her competitors even after discounting the
increased cost due to the fall of the Yen exchange. But this
advantage cannot continue. The point we wish to emphasize in
1egard to Table XXVI of comparative prices is that while the
Tndian and United Kingdom costs are based on average wool prices
of February—May 1934, Japanese costs may well be based on wool
prices as much as 7 or 8 annas a lb. cheaper. We cannot be sure
that Japan was compelled to buy any wool during the rise at the
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"~ end of 1933 and beginning of 1934. Since January 1935 Japanese

Jyarn prices have risen slightly but steadily every month. When
we collected our prices of piecegoods early in the year the quotations
for new deliveries were in many instances less than the current
prices. More recent information shows that in the last three
months prices have risen by about 10 per cent. in common with
cother imports, in consequence of a rise in the price of wool. It
seems safe to assume that the tendency to lower prices has at any
rate been checked by the further rise in wool prices. These steep
fluctuation in wool prices make the already difficult problem of
comparative prices almost insoluble when one of the competing
parties does not follow the customary seasonal markets. But it
seems to us clear that the differences Detween Japanese and Indian
prices given in the Table represent the maximum and are bound
to diminish in future, unless Japan continues always to buy its wool
cheap and Indian mills always to buy at the top of the market.
We therefore propose to reduce the Indian costings (for purposes
-of comparison with Japanese) by taking an average of a year’s
top prices instead of the highest price of the vear. The result is
shown in the following Table. The average duty per lb. required
now becomes Re. 1-15-10 which is equivalent to an ad valorem duty
.of 77 per cent. on the average import value. Subject to what we
say hereafter we recommend that a general ad valorem duty be
imposed on worsted piecegoods of 77 per cent. There seems to
be no reason in the case of Japan to weight the incidence of a
duty more heavily on the cheaper priced goods and consequently
a specific duty is unsuitable. The specific duty of Re. 1-2 a 1b.
existing to-day has an incidence of 75 per cent. on the very lightest
and cheapest Japanese fabrics referred to in Table XXVII.
Censequently our proposals as we hinted in paragraph 94 leave
conditions as they are in regard to these fabrics. The incidence of
the specific duty on the average prices piven in Table XXVT is
43 per cent., and consequently our proposals raise the incidence very
considerably, where we consider it to be wanted.

Tanre XXVIII.

Japanese Revized Indian Differenco.
{Lloth No. c.i.f. price costing ~Less than Indian
per 1b. per 1b, cost.

Rs. 4. ». Rs. A, p. Rs. a. p.
1 2 210 314 3 -111 5
2 114 0 41110 —-21310
3 2 30 415 5 -212 5
4 3 5 4 4 8 1 -1 2 9
5 300 4 7 7 -1 7 7
6 31 4 410 4 -1 9 0
8 115 0 415 8 -3 0 8
9 3 2 3 4 8 ¢4 -1 6 1
10 2709 4 6 6 -114 9
Average -11510
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yg. Lor the reasons we have given in the section deuling with

‘ woollen ’ aph ) _th tha ' .

ustiication for distinguishing between pure

Alixtures to pay S0 yworsteds and wixtures, the same ad valorem
o oas e worsteds. o %

duly as pure duty can legitimately be applied to both.

We recommend that the ad valorem duty on mixtures classed as:

worsteds be 17 per cent., subject to the alternutive recommenda-
tions which follow.

97. The Indjan fair selling price approximates to the c.1.i.
price of the United Kingdom samples that we have obtained, the
Present  preferentinl  average difference amounting only to fzbout
duty for United King- 8 per cent. of the average value of the
dom goods to be re-’ symples. As in the case of woollens, we
tained. think that the present duty will l?e_sufﬁ-.
cient to protect the Indian industry agains.t the superior .ﬁ‘ms(lll oi'
the United Kingdom goods and that no iru‘rther protective ut}'
nst the United Kingdom. The evidence of Stores

is required agal 4 )
S T tracts shows that with the 25 per cent. duty the

Department con
Indian mi1 _ ‘
that the present preferentml duty be retained.

98. A duty of this magnitude which must of necessity apply to

1 comnetitors irrespective of their cost of production may seem a
all competitors 1-ue>p clumsy weapon foi' dealing with the
Period of protection. . ohlay. And it is this aspect of the case
which has presumably prompted the industry to suggest the im-
position of quotas. Whatever the remedy finally adopted, we

think it must be recognised that the evil we have to deal with 1s:

essentinlly the instability of the world’s nonetary systgm, which.
is continually creating advantages to the export trade of one com-

peting country which are disadvantages of another. In the hope-

that currency stabilization is not far off, any remedy intended to
set a limit to Japanese competition should, we think, in the first

instance be of short duration. In saying this we do mot wish to
minimize the extreme efficiency of the Japanese industry but to-

point out that the unfairness of the present position 1s due to the
depreciation of her currency. And some further enquiry which
mav cover iresh conditions raised by currency stabilization will
certainly be necessary. We therefore recommend that the protec-
tive duties that may be imposed on any section of the industry
should be limited in the first instance to a pe;‘md of thx_*ee years,
unless it be thought convenient that all the textile industries should
come under review at the same time, in which case the period may

be extended to 31st March 1939.
99. We have given much thought to the proposed quota system,.

but feel ourselves prevented by our limited knowledge of other

. conditions and by the fact that we are deal-

Quota system  dis- jp o with 5 single industry from making any
cussed. definite recommendation. It may be
possible for it to take the form of a special trade agreement with

)]

mixtures (paragraph 86) we think that while there 1s-

1ls are completely protected. We therefore 1'eéomme_nd~

satory duty.
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the one country, or it may involve the larger scheme proposed by
the Millowners. A statement will be found among the appendices
(No. VII) which gives the effect of a quota based (a) on the average
of the five years ending 1933-34 and () of the six years including
1934-35. If we exclude the United Kingdom, the only countries
which would be obliged to reduce their imports of 1933-84 are
Italy and Japan. The inclusion of 1934-35 in the average would
also benefit these two countries only. The introduction of such a
quota system, if it be necessary to apply it to all countries and
base it on average imports, would involve the ignoring of the
distinction which we have drawn between woollen and worsted
piecegoods owing to the fact that the trade returns do not dis-
tinguish between the two. And since Italy would have a larger
quota than her imports of 1933-34 and 1934-35 the quota by itself
will not meet the difficulty of that competition. It should also
be noted that experience in the cotton trade has shown the necessity
of including fents and readymade garments in any quota that
may be fixed.

100. We have considered an alternative suggestion put forward
by the Bengal Chamber of Commerce for an exchange compensatory
duty against countries whose currency has
depreciated, scaled in such a way as to
ensure that the effective duty will be not
less than that in force against other countries, whose currency is
not depreciated. The suggestion is attractive and we have
examined it as a means of dealing also with other forms of export
stimulation. Of the exporting countries with which we are con-
cerned, at present only Japan and Belgium bave a depreciated
currency. The Belgian depreciation of 28 per cent. is too recent
for any effect to be traced yet in her exports to India. We have rea-
son to believe that export prices are being controlled in accordance
with the assurance given by the Belgian Prime Minister to the
United Kingdom and France. Germany and Italy have s form of
‘“ exchange control >’ which applies discriminating exchange rates
in favour of certain exports and against certain imports in the
interests of the exchange stability of the mark and the lira. We
have received informal evidence that by manipulation of import
prices substantial subsidies are being given to German exporters.
It should be possible to obtain details of the procedure. Press
Teports ‘assert that exchange restrictions are being applied in Ttaly
against Indian cotton. Evidence is, however, unanimous that
-Japan has a distinct advantage over others in exchange depreciation
and that this advantage though it started in 1932 still continues.
Apart from other considerations of manufacturing efficiency and
-exporting methods, the Japanese import figures that we have given
support this assertion. The current rate of exchange has however
been comparatively steady for so long a period (since Januarv
1932) that it is necessary to examine whether the advantage has
mnot by this time been neuiralised by a rise in Japanese internal
prices. We have not conclusive evidence on this point. but such
reports as are available indicate that while the Yen has depreciated

Exchange compen-

* F
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the cost of living and production in Japan has not risen but even
vone down.

101. In the Financial and Economic Annual of 1934 issued by
the Japanese Department of Finance, it is said with respect to the
Advantage derived by ©~POrt trade “thqt greater activity was
Japen in lodian market manifested in 1933 due 1ﬂfgely to t_he
from depreciated ex- depreciation of the Yen IKExchange, its
change. stability, and lower costs of production
resulting from the progress made in the rationalisation of
Industry . It is probable that these conditions have continued
in the year 1934. The same publication also gives the index
numbers of wages in the Textile Industry from 1927 to 1933 which
are reproduced below. No separate index numbers are given for
the wages of wool spinners and weavers, but presumably the index
numbers given for cotton spinners and weavers apply equally to.
the wool industry.

Tasrr XXIX.

—_ 1927, 1928. 1929, | 1930.| 1931. | 1932, | 1933.

Textile Industry :—

Silk-reeler (I'emale) . 93 95 100 89 79 72 73
Cotton spinner (Female) . 107 105 103 98 83 73 69
Silk-thrower (Female) . 101 98 100 92 88 87 88

Cotton-weaver  (Machine) 104 104 101 90 79 70 67
(Female).

Silk-weaver (Hand) (Female) 08 102 93 81 73 72 75
Hosiery-knitter (Male) . 101 100 101 99 94 90 88
Hosiery-knitter (Female) . | 100 99 107 98 90 84 84
Average . . . . 100-9 100-4 1014} 92-4 | 837} 783 177

[t would appear that the index number of wages for spinning fell
from 83 in 1931 to 69 in 1933. Similarly the index nimber of
wages for weaving fell from 79 in 1931 to 67 in 1933. The average
for the whole Textile industry fell from 837 in 1931 to 777 in
1933. Thus instead of there being a rise in wages as might have
been expected under depreciating exchange, there was actually to
the end of 1933 a fall giving to the Japanese exporting industry
great competitive advantage over its foreign rivals in other
countries. We have no evidence to show that the scale of wages
has risen since then to its former figure. This being so, we may
estimate the advantage which Japan still derives from depreciated
exchange in the Indian market. Roughly speaking, the Yen
exchange was Rs. 137 (=Y100) in 1931, before Japan went oft the-
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gold standard, against Rs. 78 to-day. 'This means that a Japanese
article worth Rs. 78 to-day would be priced at Rs. 137 if there had
been no exchange depreciation, ¢.e., Japanese prices ought to have
been 75 per cent. higher on account of this factor. It 1s true that
Japan laid in large stocks of wool and other raw materials Just
before it went off the gold standard, but this special consideration
has disappeared and therefore part of this 75 per cent. advautage
has been neulralised by the increased prices in Yen which Japan
has to pay for Australian wool.

102. We believe it to be safe to put the average material cost

in the price of a finished woollen article at not less than 50 per
cent. If the increase in Japanese costs due

Power to be taken to  tg enhanced material cost be deducted, the
l?tﬁmeff&]t[;fge COMPEN pet advantage of Jupan on account_ of
' depreciated exchange is reduced from 75 to

37} per cent. In estimating therefore the amount of duty which
1s required to equate our fair selling prices to the Japauese import
prices, we may take this factor into consideration. This means
that the total duty required against Japan should be reduced by
374 per cent. in order to arrive at the normal protective duty
required against Japanesec imports. We therefore think it desir-
able to split the duty of 77 per cent. which we have stated to be
necessary on worsted imports into two parts, 40 per cent. being
considered to be the general protection required against all countries
(including Japan) and 37 per cent. required to compensate for
the exchange advantage of Japan. We recommend that leeislative
powers should be taken by Government to levy an exchange com-
pensation duty whenever such is found to be required over and above
the normal protective duty, against all countries in which exchange
depreciation exists at present or may take place in the future. By
normal protective duty we mean that rate of duty imposed for the
protection of an Indian industry, ordinarily determined on a
comparison of the fair selling prices of the Indian industry with
the import prices of competing countries, when those prices are
undistnrbed by extraordinary exchange conditions and by export
subsidies. No exchange compensation duty should be required to
bring the total impost on the imported goods to a level hicher than
is necessary to cover the difference between import prices and the
fair selling prices of the Indian industrv. Such a duty mav he
reanived in the near fuinre against other countries of the ¢ Gold

Black . shonld any of these countries be compelled to depart from
the gold standard.

103. No exchange commensation duty in addition to the dutv
provosed on woollens will be veauired at present acainst Japan, as
Tmmediste  applica. @V addition to the protective duty proposed
tion of this dutv not against all countries would exceed the lev 1
contemplated on ‘wool-  pecessary  to  wrotect  acainst  Japan,
lens ”. Germany and Ttaly at present use their
evehanoe control for swhsidising exports.  We have no means of
determining, »as we have soid above, the extent to which thev

F2
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do so in the case of the wool industry. If subsequent examination
reveals that they are doing so, the exchange compensation duty
should be made applicable to them also, provided, as we have
satd, that the normal protective duty plus the exchange compensa-
tion duty shall not exceed the difference which may exist between
the Indian fair selling prices assumed by us and the import prices.
At present Japan also has a Foreign Exchange Control under the
law passed on May Ist, 1933, but though the powers assumed under
it by the Ministry of Finance are extensive, we have reason to
believe that it is being used for the prevention of the flight of
Japanese capital rather than for any other purpose. Should it,
however, be employed in the future for subsidising exports, we
recommend that the authority to impose an exchange compensation
duty should be used to meet the new situation. We believe this
method to be the most satisfactory way of dealing with the problem
that we have propounded in paragraph 100. But we have doubts
of the legal interpretation of Articles 2 and 3 of the Indo-Japanese
Convention of 1934, and the consequent effect of these articles on

the proposals we are making. And we must consequently leave .

the suggestion for more competent authority.

104. Currency depreciation and exchange control are not the
only methods by which exports may be encouraged. There is the
system of bounties (though this appears to
be little favoured by Governments to-day)
against which Government have in the Tariff
Act already authority to take action, and indirect subsidy by
cartels. We recommend that opportunity should be taken to
impose a compensating duty on any method of artificial stimulation
of ‘exports which may have the effect of unfair competition with
the Indian Industry.

Artificial stimulation
of exports.

CHAPTER VII.

Worsted Yarns.

105. The thorny problem of yarns requires separate treatment,

thorny because while the Mills claim protection the life of the
s oung hosiery industry and the prosperit

Presont position. gf a §ecti0n o)f’ the hngloom shawf in(ll)ustrgt
depends on the supply of cheap worsted yarns. It is a question
therefore of prime importance whether in the event of a protective
duty being put on foreign yarn, or of a quota restricting imports,
the Indian producers will be in a position to supply adequate
quantities of a first class yarn at a low price. The fizures of
imports of worsted yarn and knitting wool (which is also generally
a worsted product) are given in Chapter III. The figures speak
for themselves. In knitting wool the United Kingdom and Japan
dow divide the import market: Germany and France have dis-
appeared. Since 1932 with the help of preference the United
Kingdom has increased its imports from 160 thousand to 227 thous-
and pounds. In the same period Japanese imports have risen
from 50 thousand to 1,350 thousand pounds. Indian mills have a
considerable market for these wools but their production has been
largely confined to low quality wools of crossbred type and since
the Japanese knitting wool is of high class merino and put on the
market at prices well below the selling price of the Indian mills’

crossbred product, they have not been able to turn their production
to finer qualities.

106. In weaving yarn (which includes hosiery yarn) the
supremacy of the United Kingdom was first challenged by Poland,
Weaving yarn who from 1930 to 1933 sent increasing
& ’ quantities of crossbred as well as of fine
merino yarn at low rates, which became extremely popular
in Upper India and gave a great fillip to a section of the handloom
industry. In 1932-33 France sent greatly increased quantities.
Their place has now been taken by Japan, who since 1931-32 has
increased her imports from nil to 1,350,000 lbs. These yarns are
all of merino quality, and are now used by the hosiery and hand-
looms of Upper India practically to the exclusion of all other mill
spun yarns, except for products of the very highest quality of
hosiery for which the United Kingdom yarns are preferred. We
have been able to obtain nominal quotations only of the price of
merino quality yarns from any other country.

107. Coming to Indian production, there is one small worsted
spinning mill in Bombay. Of the 4 Indian worsted spinning and
Indian production. weaving mills which are working to-day
we believe thai only one is equipped

for the supply of yarn to the market, that is to say, in
excess of its own requirements, when all weaving and knitting
machines are working to full capacity. The others can provide
surplus yarn by working double shift or by allowing weaving or

( 1)
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hosiery plait {o remain idle. The single shift capacity of the

al only ; no imports recorded.

nomin

No quotation available.

Indian mills is put by the joint representation at 8 million pounds X S -+ —
of 2/20s. Our estimate is much lower, viz., 5,155,000 [based on -};.écg = 2 = > o
33,696 spindles (including the closed mills) spinning 8 ozs. a day]. FSEC 2 o o - .
The output of the 2 mills, when working single shift, available for < ’ ’
the market is about 550,000 1bs. and another 300,000 1bs. would be E -
available if the Ambernath mill re-opened. A large proportion of 4 S D B - g =+
the hosiery mills now use a count of 2/32s and the common count SEs N & 2
for handloom weaving purposes is 64s. The estimate therefore re- 88 ° 2 - e —_
quires to be based on a count somewhat higher than 2/20s, and this =
will reduce the supply. TUntil recently the Indian production was X
raainly of crossbred types, which is unacceptable to the manufac- - B »
turers of the finer hosiery to which the soft merino yarn has now g S - B R
accustomed them and unsuitable for the finest handloom products. g9 & —_ P
Not all the mills are equipped for the production of the finest merino
varn. The imports of worsted yarn during 1934-35 amounted to .
1,638,000 1bs. We have no means of distinguishing within this vy = ¢ oo e @
figure woollen from worsted yarn, nor within worsteds, hosiery {from éﬁ‘: w : s % 0~ #
weaving varn®, From the United Kingdom in 1933 out of the = © & - - -
combined imports of 684,000 1bs. (weaving and knitting yarn)
170,000 1bs. were woollen. We do not know the proportions of _ i =
other countries. We have reason to suppose that imports of woollen TE.. P = =
yvarns are small. And so far as we are able to judge from the ‘-;;Ev;j s T T = =
estimates of consumption, the bulk of the worsted varn imported 54 gV gomom s o 2
is for hosiery (perhaps 70 per cent. or more). In the absence of 54
any statistics of the counts imported from the various countries, My o
no conclusions can safely be drawn from the reported average m |58 g4 n o 4 ®
values as to competitive prices. We must rely for these on the g 54 Sy Tosa
market quotations. = M il
108. In the accompanying Table we give the c.i.f. prices of g%
imported varn in some of the most popular hosiery, weaving and 288 2 a2 & =z = a 2
R . el knitting counts compared with the fair o = =5 e = o= " '
mll),l’;‘ces of imported  golling price of Indian yarns.. The duty EQ &
. pavable at present is 30 per cent. on hosiery A%
and weaving yarns and kunitting wool (United Kingdom 20 per
cent.) and 35 per cent. on woollen varn ‘“ not otherwise specified 7+ o
(United Kingdom 25 per cent.). The costings of Indian mills are ..
based on existing conditions in the mill industry. We have reason
to suppose that manufacturing costs of smaller spinning mills might . £ . . .. .
be considerably less. ' £ S ’ £
. ' =S . P
* Hosiery yarn is less tightly twisted, in order to meet the demand for e ? R § >
softness. It should be noted that the heading of the accounts of Sea Borne g = g B~ ]
Trade is misleading in that the figures include imports of woollen yarn not £, = e 2 =
worsted only. E = K N T
t Nore.—Imports under this head are reported to be negligible. g § S £ 2 = i ;é
. ,g . . . * * E 3 § e’i
= oz ow ouw @ m Nk
8§ &5 % & = 2 3
[ [~} (2] [~ ~H ~H 8
£ E 2 3 £ 8 E
g 8 2 & S & c
B - oA A A = A &)

* Japanese prices are average of Bombay and Karachi quotation, April/May.

+ On costing.
1 Bazar quotation
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109. We have obtained 2 sets of Japanese prices c.i.f., Bombay
and c.i.f., Karachi. For a reason which we have not been able
to discover the latter are throughout lower
than the former. It is suggested that the
yarn going to Karachi which serves the
Amritsar market is of lower quality than
the other, but we have not been able to get evidence of this. The
Polish prices relate to Bombay only, as it is said none is now
coming into the Karachi market. In regard to British prices we
have In merino qualities only a few nominal quotations: these
have been supplemented by c.1.f. prices worked out on their known
costs. The difference between the average Karachi—Bombay
quotatiens for the current month and the future fair selling price
of Indian weaving yarn of merino quality varies from As. 15 to
Re. 1-10 per 1b., the reason for the increasing difference as the
counts go finer being that the differential cost per count is far less
in Japanese yarn than in Indian or United Kingdom or any Con-
tinental yarn; that is to say, Japanese competition is severest in
the higher counts. There would be no way of meeting this but
by a duty increasing with the fineness of the count. The Table
shows that the Indian mills can compete to-day almost on level
terms with the United Kingdom: and the only Continental prices
that we have been able to obtain—of Poland—are from 13 to 18
per cent. below their fair selling price. In the absence of other
competitive prices we cannot rely on this evidence of what would
happen if Japan were not in the market, but the fact is that so
far as we can ascertain to-day, Japan is virtually the only com-
petitor in the finest counts. From the fair selling price of the
crossbred quality it will be seen that the Japanese price of merino
quality is well below that of the Indian mills made from crossbred

wools.

.Japan virtually the
only competitor in the
finest counts.

110. We now come to the problem of whether a duty on worsted
varn in the present circumstances of the industry is justifiable or
not. In this matter the interests of the
handloom and small scale factory indus-
tries are divergent from those of the mill
industry. We believe that in proposing
protection to the mill industry based on the cost of production
(including yarn cost) of their finished goods, and by leaving yarn
subject only to revenue duty we shall be effecting a fair compro-
inise, with a bias in favour of the small scale industry. The hand-
loom shawl industry is better able to-day to meet foreign competi-
tion than the mills, but its success is based upon the cheapness of
yarn. To the extent to which our proposals to protect the mills
enhance the protection against foreign shawls the handloom will
benefit also: but we do not think that the further encouragement
of the smaller industry is likely to hamper seriously the expansion
of the mill production.

Position of the hand-
loom and small scale
factory industries.

111. We are pronosing to protect the small scale hosiery indus-
try on the basis of the present day cost of its yarn. Increase in
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the cost of yarn must mean a further compensatory protection at
the expense of the consumer. In order to
bring up the price of Japanese yarn to the
Indian manufacturing cost a duty ranging
from 58 to 79 per cent. is required. Since the varn cost in the
price of the finished article amounts to about 50 per cent. or more,
a further addition to. the proposed protective duties of from 29 to
39 per cent. would be needed. The hosiery industry has been
built up on the cheapness of its product and we fear that the
increase of price which must certainly follow duties on this scale,
in spite of internal competition, is likely seriously to curtail
demand. In fact there is no means of protecting at once
the Hosiery industry and the spinning side of the mill industry
except by greatly overprotecting hosiery ‘

Small scale hosiery
industry,

112. We are well aware that a proposal to omit yarn from a
scheme of protection to mills must at first sight appear anomalous.
L . It is argued that the import of yvarn at a
mg&’lefit;ﬁ:l t;jl;’clg)lgt“é% price lower thz.m. their manufacturing costs
protection examined. would be depriving them of the protection
given by the proposed duties on their
finished goods, by encouraging the establishment of a weaving in-
dustry based on the import of foreign yarn. Tt would be impos-
sible, it is said, for the hosiery departments of the mills to compete
in the same market as the small hosiery factories if the latter were
able to use a yarn costing much less than the manufacturing costs
of the mill, so that a mill equipped for spinning yarn for a hosiery
department would neither be able to use the varn nor find a market
for it. '

113. But anomalous conditions call for anomalous remedies.
Although mills from time to time find it convenient to dispose of

L. . surplus yarn, there exists no independent
m.]‘:‘; ]’:éf&er’:dfr?ths]gi:' spinning industry in India. The industry
T ° " 1s organised for the supply of varn to weav-
ing departments of the same mill: and this factor is taken fully
into_consideration in determining the protection required for the
finished product. We have received u number of complaints from
would-be buyers of the difficulty of obtaining varn, when, and in
the quantities, wanted. Tt seems likely that the effect of protec-
tion of yarn would be to encourage the establishment of indepen-
dent spinners, since the normal surplus supply of Indian yarn at
present is quite inadequate to meet the demand. But we doubt
if protection can %Ye justified on this ground. - Certainly if we
decided- to treat the spinning side of the Industry as a separate
industry we should have to hold that the conditions required for a
claim to protection are not satisfied. The answer to the conundrum
given by the Mills themselves is that without protection of yarn
they may be driven to the use of imported varn. Tf they do, thev
may be able to compete more successfully with the finer handloom
products, and consequently also with imported worsted goods, for
to the extent to which they use imported varn, the protective
duties which we have proposed will be excessive in respect of mill
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production. But it must be doubted whether the use of fore}'gglll
yarn (or rather Japanese yarn, for the Mills can conlmpete i\:\1 !
cther yarns) can ever be possible on the scale apparently ccﬁx elfa-
plated. Not only would the demand be on a scale out Of'l{;l {)1104;
portion with the past and present, but it is not easily eredi e 111’
the manufacturers of that country would be content to Zu[()lpty
unlimited quantities of a semi-manufactured material 1nten81e 1(3
be used in competition with their own weaving industry. ' 1(3}13
it be found that the fear is well-founded and that new “??"?11"
factories spring up to the danger of the established 1n_dus‘ilyt, tﬁe
question way be reconsidered. At present our view 1s that 1613
encouragement will be restricted to the handloom and lsmat
factories alveady in existence, and as we have said, er‘(];J n'(il
regard their expansion as a danger to the mill industry “‘hcll(i W%ch
beosharing the same general protection to their finished goo ﬁ, “.11
2 much wider range of output. 'We bhelieve that ther_smzll sc'ane
Losiery industry will be able to hold its own, even if the m'lts
take to the use of imported yarn. The market would apnea;f ‘cz
be too extensive for mill production to be able gravely to a fect
the small scale but more widely spread industry with its inherent

advantages.

114. The imports of knitting wool are somewhat gl:eatls—a1"tt{1}aﬁ
those of other yarns. It is used, evul.ently, for domestic \vm mf’
i on a very considerable scale, and we have
No protective duty Jeen informed that throughout the country
recommended. a great many cottagers with one or two
machines sell the knitted product. But except from yarn mer-
chants we have been able to obtain no informdtion about the in-
dustry. The consumption of yarn is the chief ewydence of its
existence: and the bulk of the yarn is imported. We have come
to the conclusion that the interests of the handloom and the hosler;]'
industry require us to recommend that no protective duty shoulc

be imposed on any form of varn.



CHAPTER VIII.

The Handloom and Small Factory Industry.

115. We have already in the course of this report given some
description of the handloom industry, its extent, the nature of its
products and its relationship with the mill
mndustry. We have gathered our informa-
tion from reports of the Industries Depart-
ments of the local Governments and of those
States in which the industry is of importance. In the States of
Kashmir and Mysore the industry is of greater relative importance
than in most parts of British India excepting the Punjab and the
United Provinces. We have referred to the excellent pamphlet
prepared by the Mysore administration who have gathered for the
purpose some estremely interesting information about the condi-
tion of the industry and its methods of working and marketing,
much of which is applicable to other parts of India. In this
Chapter we shall not attempt to do more than to record such statis-
tics as we think are fairly reliable and to give our impressions of
the general condition of the industry. If we have for convenience
occasionally included this branch of the industry among *‘ subsi-
diary industries ’’ we would not have it thought that we intend
thereby to detract from its importance. We have already given
our opinion that it is by no means less important than the mill
industry, and the interests of the handloom weavers have been
before us in all the recommendations we have hitherto made.

Handloom  industry
not less important than
mill industry,

116. There are signs that in most provinces the statistics of the
woollen industry have had less attention devoted to them than those
of the larger and more important cotton
industry. This is not unnatural but it has
somewhat hampered us in the collection of material. We have to
some extent supplemented the provincial reports by oral examina-
tion of Directors of Industries and have utilized the ficures
supplied by some provinces by applying them to others in which
we know the conditions are not dissimilar. In Statement I in
Chapter IT we gave our estimates of the extent and output of the
industry as a whole: in the following Tables we give similar
figures province by province:—

Its extent and output.

TaprLe XXXL—Consolidated tables relating to the Handloom and Small Factory Industry.
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Norr,—Blanks imply that no estimates have been made.
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I

117. Whereas in the cotton industry there are over 2,250,000
‘looms, the total number of woollen looms probably does not greatly
exceed 100,000. The estimate of labour

Woollen  and cotton  eppigyed in the woollen industry amounts
Industries compared. to 360,000 and if the blanks in our estimates
could be filled up might perhaps reach 400,000. There is probably
a greater proportion of persons actually employed per loom in the
woollen than in the cotton industry, for in the wocllen industry
the great bulk of the yarn used is handspun so that there-is an
average of about 3 or more spinners to every weaver. In the
North of India the proportion of spinners is greater, for spinning
1s more widely diffused, and the counts spun are lighter. In the
greater part of India the demand is seasonal and consequently the
work can usually support a weaver and his family only for part

esti-

produce 15
But its use

weight
gaid  to

is
million lbs. of wool.

probably under-estimat,
Wool consumption includes Jails.
cannot be traced.

Blankets and piccegoods combined.
mated.

Number 246,000 and
Output Rs. 6,31,000.

Values only given,

Madras

FROM
4,000

gots.

Lbs.

Carpets and
Dru

MADE

of the year. In some provinces the weavers are a separate caste
or profession and if they cannot obtain work for the whole year,
it means that they are driven to find casual employment or remain
idle. In some places woollen weaving is a part time occupation
only #nd is combined with the pursuit of agriculture or sheep
breeding. But on the whole we think that woollen weaving is
more of a specialized oceupation than is cotton weaving. The

450,000

50,000
400,000
400,000
288,000

1,792,000

Unknown.
Unknown.,

MILL-SPUN YARN).
Piccegoods.
Lbs,
500,000

relative importance of the industry as compared with cotton in-
creases as we approach tracts where the winters are cold, until we
get to the hills where woollen wear can be used all the vear round
and the woollen industry becomes of greater importance than other
textiles. And as we have already pointed out, the nature of the
raw material follows more or less the same climatic lines. Tor

750,000
47,000

nil
nil
nil

3,718,000
5,015,000

«
«

TanrLe XXXII.

Kamblis and
shawls.
Lbs.

1,400,000

LINISHIED  GOODS (INCLUDING TRHOSE

the quality of wool improves directly with the provision of good
grazing, the absence of which for a gaod part of the year in the
hot plains saps the strength of the sheep and lays them open to
the ravages of disease.

production of the large scale carpet factories is unknown. The export of carpets

No estimlates.
No estimlates.

2,660,000

730,000
1,750,000

1,034,000
675,000
1,900,000
10,149,000

118. This brief description illustrates the essentially local
character of the industry and shows how climate and grazing faci-

1,800,000

Lbs.

Raw wool con-
sumed.

rarietios of articl Lities combined account for the difference in
m;ﬁl‘"f’;céisreg arieies  the types of product which are manufac-
‘ tured. We have already described how the
manufacture in the plains of the West, South and Bast is practi-
cally confined to coarse blankets or rugs known as ¢ kamblis’
which may vary from the rough type made of unscoured wool which

50,000

5,000,000
1,500,000
738,000
3,720,000
4,500,000
2,480,000
3,830,000
23,618,000

Province or State,

Punjab

is equally serviceable as waterproof and blanket, to a superior kind
. . which is used as a warm covering both in the villages and small
towns. In the North, that is to say, in the United Proviunces, the
Punjab and Kashmir, as well as in parts of Mysore, we find other
types of product. We have tweeds of various qualities, the rough
puttoo cloth of the hills, all of which can be classed as woollens,
and shawls, chadars and saris made of finer material, much of
which 1s of worsted qualily. Most of the tweeds are made of hand-
spun yarn of local wools, but in the North we find a vecent tenden~y
to the use of mill spun yarns which give a more regular structure
to the cloth and which, owing to a more careful selection of the
blend of wool, can be given a superior finish. This yarn is mostly

.
.
.
.
.
.
B
.
.
.

ToTaL"

Note.—Tho output of carpets is much under-estimated and the
in 1934-35 amounted to 10,093,000 lbs. valued at Rs. 89,81,000,

North-West Frontier Province

United Provinces .
Bihar and Orissa
Central Provinces .

Bombay
Madras
Kashmir
Hyderabad
Other States

Bengal
Mysore
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supplied by those woollen mills which cater chiefly for the carpet
industry, and recently some spinning plant has been set up by co-
operative societies in the United Provinces. Some of this yarn 1s
also being used in the preparation of a better type of kambli, In
what we have called the worsted qualities the yarn is still to some
extent handspun from the Dbest hill wools. This is particularly
true of Kashmir where fine handspun yarn is a speciality. In
Kashmir only can it be said that there 1s a real market for yarn.
Elsewhere woollen yarns are sold in the market to some extent.
Indeed i1t has been said that the price the mills can obtain for
their woollen yarn is to some extent determined by the price of the
handspun yarn. But we think it is generally true to say that
handspun varn js for the most part made by the weavers’ own
family for their own consumpiion.  Tlie handspun yarn (except in
) Coarse counts only, ranging from 3 to 6 skeins.
The prices we have been given do not relate to the counts and cover
such wide variations that no useful deduction can be drawn from
them. The pashmina yarn of Kashmir is in the nature of a
worsted yarn and is spun to very fine counts, as high @s 108s
(worsted counts) having been recorded. The following average
prices from Kashmir indicate that yarn prices have fallen less
than the general level and that the depression in this industry
must be due rather to diminution of demana.

Tapre XXXIIT.

1928. 1 1929. | 1930. | 1931. | 1932. | 1933. | 1934.

*

Rs. A. [Rs. A. IRs, A. [Rs. 4. |Rs. A. |Rs. A, |Rs. a.

Twisted yarn for warp . .f112}1112f112)110}1 81 6|1 6

Single yarn for weft . .j1olowjow|owz|ol2|o1t|on

119. The carding of wool in India 1is carried out by
means of a bow which in Northern India has been developed
Emplovees into a more efficient instrument known
poyees. as the pinjan or dhanuk. Spinning is
done both by the takli, which can be carried about by the
shepherds, or by the charkha, a spinning wheel usually operated
by the women of the family. We shall make no attempt to
-estimate the number of these instruments. T.ooms are of various
kinds, the portable loom of the nomadic hill tribes, the common
pit loom used for making blankets throughout India, and the more
efficient machine which has developed from this, for the spinning
of fine shawls and chadars in the North. In the small factories
of the Punjab and the United Provinces an improved fly shuttle
loom is in common use. Our estimates of the number of looms are
based on information supplied by the Directors of Industries. We
believe it is more accurate in the case of the Punjab and the
United Provinces where the industry is more developed than in
-other parts of India. No greater accuracy than this can be claimed
3
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for the total number of employees. The census figures unfortu-
nately do not help us.  The estimates of the district inspectors are
based to some extent on a special sample census taken in typical
districts, but for the rest, except in Mysore and Kashmir, thev are
derived from the figures of looms and the known number of em-
ployees required for the preliminary processes of carding and
spinning. Table No. I (paragraph 19) shows how the total nuni-
ber of workers is distributed.

120. The term ‘‘ cottage indusiry ™ is commonly applied to the
wndloom industry as a whole. Tt seems desirable to explain the
Orgamization of the organisation of the indusiry in greater

induci defail. A true cottage industry implie

‘ production by a worker working in his own
cotiage with the help of his family, with his own appliances and
with sufficient capital or eredit to buy his own raw material, <ell
his output and generally to undertake the risks of his own business,
Under the pressure of the economic conditions of fo-dav thix form
of vottage industry is {ending {o become less comanon excepl per-
haps in the Kulu and Kumaon Vallevs of the North and similar
areas of Kashmir where almost every familv of the hill triles,
whether settled or still nomadic, possesses its own looms, spins its
own yarn and probably grows its own wool. Elsewhere throughout
India there is an increasing fendency for the weaver to e financed
from the beginning to the end in all his operations by the local
hania or mahajan, though the degree of independence of the weuver
naturally  varies greatly. In many places the functions of
supplying capital and raw material. marketing of (lie finished pro-
duet, in fact the general risks of the undertaking, have passed into
the hands of these middlemen, and here the stafus of the coftage
worker has been reduced from independence to ihat of a wage
-earner, though working in his own cottage and Pperhaps still
owning his appliances. In the more developed areas of the Punjab
and_the United Provinces this development has been carried vet
further and the industry is very lareelvy in the hands of cuall
capitalists (who are sometimes themselves successful weavers) who
have either organised the industry into small scale factories or,
as is still common, for example in the carpet industry, leave their
-employees to continue working in their own cottages.” In Kashiir
a successful organization of this type is that of the All-India
‘Spinners’ Association, which working in collaboration with the
‘State Industries Department, both advises in the production and
assistsh' marketing of handwoven goods in a number of towns in
India. %mall factories of this type seem to have existed in the
Punjab and in the United Provinces for a long period. We find
that in the early years of the present century the number of
‘hands employed in such factories was said to be as manv as 6,000.
It those days they were chiefly using a varn known as raffle varn
imported from Germany. We have heen*given to unde:stand that
power looms are more economical to work than handlooms even
with the improvements which have been made in flv shuttle looms.
We have found in the small scale factories in the Punjab an
‘increasing  tendency to replace hand labour by . power. The

G
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tendency is kept in check partly by the amount of capital available
to the owners and, at any rate in some instances, a reason is that
the retention of the handlooms enables them to give greater em-
ployment to hereditary weavers. These small scale factories
believe that in certain respects, notably in the saving of overhead
charges, they have an advantage over the large scale mill industry..
Their optimism is partly due undoubtedly to the cheap supplies
of yarn which they are able to obtain at present, and their situa-
tion enables them to study the changes of fashion and taste in a
manuer which is not possible to the mass production of the mills.
More attention is being paid to finish. There are two establish-
wments in Amritsar engaged solely in this operation which either
do the ﬁnlshmg_ for the manufacturéers on payment or buy the
unfinished material for finishing and sale at their own risk. This
seems to us to be a movement in the right direction. Most of
the Iooms can be and are generally used in the off-season for weav-
ing silk, or artificial silk and woollen mixtures.

~ 121. The marketing of the finished products of these factories
is generally conducted on the same lines as that of mills, that is.
Markoting. to say, through travelling or fixed commis-

. . sion agents. A large portion of the total
output thus finds its way to central markets such as Amritsar,

Bombay_ and Calcqtta, and some may be found in all towns where
swadeshi stores exist.

122. It is difficult to make any estimate of the amount of
imported yvarn used for weaving. We have explained that the
Customs records do not distinguish between
] weaving and hosiery yarns. Of the 9 lakhs
pounds imported in 1933-34 and the 16 lakhs imported in 1934-35
Probably as much as 70 per cent. or more, as we have explained
in the Section on Yarns, goes to the hosiery industry. This leaves
about 3 lakhs pounds to 41 lakhs pounds for the weavers. These
figures fit in roughly with the figures of output which we have
given, which must relate rather to 1933-34 than to 1934-35, and it
seems possible that in the latter year the proportion going to
hosiery is even higher. Some of the imported yarn goes into the
manufacture of the superior quality of carpets, but the quantity
is not very great. We have explained elsewhere that the yarns
used to-day are almost entirely Japanese: Polish and French varns
which came in considerable quantities a few years ago have almost
disappeared. Indian mills have a fair market in crossbred quali-
ties but their sales of merino yarn are now very small.

Use of imported yarn.

123. The unorganised cottage industry produces primarily for:
the simple needs of ’chei rural classes. The production of hicher-
i L class goods which may be classed as woollens.
inbfféj‘i;‘tindﬁéii;t“;’éf 18 to some extent a recent development..
quires help. The tweeds and puttoos made of handspun
) o _yarn have a market of their own, but are:
meeting with increasing competition, as we have said, from the
shoddy fabrics of Ttaly and Poland. But some of them particu-
larly those being made from the millspun woollen Yﬂ!‘;], are of
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very good quality requiring only a better finish to compete with
similar mill made products. There has always, however, been
from medieval times an important demand from the upper Indian
classes for high class goods of what we have called the worsted type
such as shawls, ‘alwans’ and other pashmina fabrics. This
demand has, however, declined with changes in taste and the com-
petition of machine made articles, although a certain demand for
the old fashioned Indian made fabrics of homespun yarn still
persists. The introduction of a fine merino yarn at a cheap price
1s now reviving this branch of the industry. The counts commonly
used are as high as 64s and even higher. The recent increases in
the Customs tariff are also reported to have helped them in market-
ing their products at a fair price. —With these advantages, it
would appear that the inherited capacity of the North Indian and
Kashmir weaver will enable the industry to survive. The most
severe effects of the competition both of foreign imports and of
Indian mills are to be found in the woollen side of the industry,
namely, in blankets and tweeds. We have already dealt at some
length with this aspect of the problem in our Chapter IV and it
is not necessary to say anything more in regard to blankets. In
regard to the tweeds and other woollen cloths we believe that the
action that we have proposed in regard to imports of coarse shoddy
materials of Italy and Poland will be of material assistance to the
handloom industry. The competition with the Indian mills in
this class of goods will, we think, always continue. In this line
of production the handloom has no particular advantages except
in the sentimental demand for bandspun and hand woven materials,
a purely local demand based on local tastes. We think that the
hope of the industry must lie in the help which can be given by
the Industries departments of local Governments and by such
organization as the All-India Spinners Association and by the
gradual improvement in the quality of Indian wools. Technical |
advice and assistance in marketing arrangements are doing much!
to foster the sister cotton industry, and we believe that similar’
advice and assistance, particularly in the finishing of woo'len
goods, and help both in keeping weavers in touch with the demands
of the market and in disposing of their manufactures without the
intervention of the grasping middleman, should be equally effec-
tive in this industry.

124. We give in the following Tables a selection of prices which

have been obtained from various parts of India for typical woollen
products over the course of the last few

Prices.
years :—
TasLe XXXIV.—Kashmir.
— .| 102s. 1929, 1930. 1031, 1932, 1933. 1031,
Rs. A, P.{ Re. &, P. | Rs, A. P, | Rs. AP, | Re. 4. P, [ Bs. . p. | Re. 4. B,
Cost price . . |100 0 0100 0 0} 95 G O 80 0 0(60 0 065 0 0 % 0 0
Sale price . {100 0 0195 0 0|9 0 08 0 0§7 0 0|7 0 0|75 0 0

a?
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Tapre XXXTV.—Kashmir, ' THE HANDLOOM AND SMALL FACTORY INDUSTRY. 93
— b s, 1929, 1930, 1931, 1932, | 1933, 1931, Bombay also has given us a statement for 3 typical kamblis of
white, black, and mixed wools which show a fall in prices frowm
PasudINe croth Rs. 2-8, Rs. 2 and Re. 1-8, respectively, in 1928 to Re, 1-4, Re. 1-4
o Coutin and Re. 1-2 in 1934. The weights in the latter year have becn
) Contiy. reduced by X to 1 Ib. in order to retain a profit of from 4 annas to
Costpriceperyd. . | 4 3 0f ¢+ 8 0f 4 2 0 4 5 0] 3 5 0|35 6 0f 3 6 v 3 annas a kambli
Salepriceperyd. . 3 0 0| 5 0 0} 413 6| 4 9 of 310 0] 316 0] 310 0 125. Our information about the cost of production is meagre
(i) Abwan snpsrivr. and from the nature of things somewhat theoretical when families
Costpricoperyd. .| 611 0 611 o) 611 0] ¢ 4 9} 53 9 vi 5 5 0| 5 9 0 Cost of production. who are not paid cash wages are engaged
Ralepriceperyl. .| 7 1 0] 7 1 0] 7 1 0] 611 of 510 of 510 0 515 ¢ in joint production, and we think that little
Woorraxs reliance can be placed on any comparison of cost and selling
(TWEEDS). price. The industry varies greatly in its conditions. There
Costprice . .| 1 7 6| 1 7 6] 1 s 5| 158l 1006|014 0] 014 0 is evidence in abundance that prices have fallen but the
Saleprice . . 110 0] 110 oF 111 o] 1 8 o] 1 1 s8] 615 0l 015 o serles of prices which have been given us do not show that
SOTORE YETTON. ' prices have fftllen in any greater proportion than the price of raw
Costprie . .l v ool oo o] o ooloooelosoloesaloess material or than the ge_aneral. price leyel, except in the loxw*gst class
o ] of goods. 'We have little information about the level of wages
Saleprice .| 010 6 010 61 010 6 0 700 0T 005 0] 050 as compared with past years. And we think no valid conclusions
can be drawn from such figures as have been given to us. For
TanLe XXXV.—Mysore. :z;lllleisn’ilfebwhole f‘amllll}'v is engaged in the same production Wages
: v be nominally estimated. In the unorganized industry
3 i . rofits are equivalent to wages in the organized section and it is
Awverage annual price of * kamblis’ since 1918-19. ' Ic)lear that tl(lloug'h prices mgv not have rfﬂa‘llen disproportionately,
- = profits vary with the volume of output. In Kashmir it is reported
v Aiduzal | Tenaaal -}1{“;‘;\}5’1{' Pandey )Slfx(;gl)it, A{‘)‘ggf“ that the fall in the wages of Pashmina weavers and spinners is
Year. TL 2o [L0Z RS0 06437, | S0 427, | T2 307, | per much greater than that in the general level of prices. In the
120 tolas. | 108 tolas. | 90 tolas. | 75 tolas. | 63 tolas. | kambll. carpet and © gabba ’ making industries in which foreign competi-
‘ tioi is less noticeable, there has been a greater resistance to the-
As, As, As. As, As, Rs. 4.1, decline,
1918-19 . . . B 52 10 32 28 24 015 4 TABLE ‘XXX\TI.
1919-20 . . . . 44 36 32 28 24 014 ¢
192021 . ... .| 47 10 36 32 28 100
I R os 5 0 o 615 11 — 1028, 1929. 1930. 1931, 1932, 1033, 1034,
192223 . . . .| 40 34 32 28 24 014 %
1923-24 . . . . 43 39 30 26 20 013 4 Rs. &, P, [ Rs. A P | Rs. . P. | R, A, 2. [ Rs. 4. P [ Rs. A, P | Rs. 4L P,
92825 . . . w 30 30 26 05 013 5 Carpet . .| 012 0} 012 0] 012 6] 0 8 0| 0 80| 0 8 0] ¢ &
19252 . . . .1 w 36 32 o8 o4 014 0 Gabba . .l o &0l oselesaloso|losoelosoloocao
1926-97 . . . . 36 30 og 24 18 011 11 . Pashmina weavers. 1 4 0 1 0 ¢ 1 00 012 0, 0 S 0 ¢ o 0 6 0
1927-28 . . . . 10 o8 26 22 16 011 6§ Pashmina spinners 6501026 026106207016/ 016/ 013
192820 . . . . 36 28 26 22 16 011 2 , . . .
02050 . ... 5 0 0 2 16 0 10 10 The Mysore Department of Industries estimates the average wage
B 25 o2 s N o on or profit to be made on a blanket loom to be not more than Rs. 7-8
. n month whieh is less than Rs. 10, their estimate of the minimum
e R - 22 18 14 13 08 4 cost of living. On the other hand Hyderabad puts the monthlsy
193283 . . . .| =8 22 18 14 13 08 4 profit per loom at Rs. 10. S '
193336 . 0 . . 28 22 18 14 13 08 4
1934-35 (present prices) . 26 21 17 15 13 6 8 ¢
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96 CHAPTER VIII.

Indian wool owing to the lack of local demand, the average price

having fallen from 3:3) amnas in 1928 to 1'G7 annas in 1934,
Bombay veports that not more than 3 annas profit can be made
on the lowest quality of kambli and there is evidence that the
Bombay weaver has been attempting to meet the low price by a
reduction in the normal weight of the kambli. The effect of this
depression in the woollen industry on the general economic condi-
tion of the people varies of course with the relative importance of
the industry in any given area. The effect is therefore severest in
Kashmir and the hill tracts of the Punjab and the United Provinces
and in parts of JMysore. )

128. The Carpet industry of India has not applied for protection
and we shall therefore confine our remarks to a short description
“of its extent and the nature of its output.
Carpet making has been an Indian industry
from time immemorial. Indian wool, though most of it is un-
suitable for other woollen fabries, is peculiarly suited to carpet
manufacture and most of the wool exported is, we believe, utilised
for this purpose. 1In the south of India the industry is chiefly
devoted to the manufacture of the floor covering kunown as the
* drugget ’ for which the local inferior wools are most suited.
Pile carpets are also manufactured to some extent even in these
areas, The manufacture of pile carpets however is chiefly carried
on in the United Provinces, Kashmir and parts of the Punjab.
The industry is most highly developed for the production of
cheaper qualities in the United Provinces. Carpels of the very
highest quality for which a superior wool is required are manu-
factured in Amritsar and in other towns of the Punjab and the
United Provinces and in Kashmir. These are generally of Persian
design and may fetch prices as high as Rs. 80 or more per square
vard. Before the financial crisis in America that country was the
chief market for these high class carpets. That market is only
now beginning to recover its demand. Tt has been replaced to some
extent by Great Britain and the continent, but the output is said
to be not much more than half of what it was. The competition
of Persian carpets is said to be affecting the demand both in
America and European markets owing to the fall of the Persian
exchange. There is also some competition from Persia in the
Indian market, but the bulk of the Indian production goes abroad
where the cheap AMirzapur carpets which are more suited to the
new purchasing power of the American and Furopean public, find
a ready sale. The Ottawa Agreement has heen of great benefit to
this industry, exports to the United Kingdom which were under
4 millisn pounds (valued at Rs. 40'62 lakhs) in 1931-32 having
risen to over 7 million pounds (valued at Rs. 6896 lakhs) in
1934-35. Some estimates of the numbers of factories and looms
and the total output are given in Tables XXXT and XXXTIT in this
Chapter. The output of the larger factories is not included in
these statements, but even so the large volume of exports, which
exceeded 10 million pounds in the last yvear. leads us to suppose that

The carpet industry.
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. i .
the number of carpet looms in cottages throughout the country ha
been greatly under-estimated.

S ) oY -pets and rugs
TaBLE XXXIX.-—btatcmonfb jﬁlozég;g é]é@ export of carpcts an g
r it bt .

i Qu?{)lst.ity Va{l;c ;’&\'e;:xcgi‘olgf),l\xo
oo {Thousands).  (Thousands). Rs.
1925-26 . .. . 3,8756 77-97 2-01
192627 . . . . 3,845-8 71-59 1-86
192728 . . . . 5,129-2 91-84 1-78
1928-29 . . . . 35,1649 04-22 1-82
1929-30 4,635:7 ]5-02 1-83
1930-31 4,231°5 67-04 1-58
1931-32 . . . . 4,706'3 56-72 119
1632-33 . . . . 5,963°3 63-50 1-06
1933-34 . . . . 8,452-4 7267 -86
193435 . . . . 10,0034 89-81 -89

It will be seen that the average value of the exports has delchned

‘1 the last few vears, indicating expansion in the cheaper

et and also.. opini Tnited Provi Industries

varicties, and also, in the opinion of the United Provinces s
, €

Department, some overproduction.



CHAPTER IX.
The Hosiery Industry.

129. The manufacture of hosiery in small scale factories extends
over the whole of Northern India starting from Bombay and
Present position Abmedabad in the West and finishing at
’ Calcutta in the East. It dates its commence-
ment from the early years of the century, but until the year 1928
manufacture was largely confined (with some exceptions during
the war) to cotton and artificial silk. The industry in its present
form may be said to date from the year 1928 when the industry
turned its attention more seriously to the manufacture of woollen
hosiery. The reasons for this somewhat sudden change in the raw
material are not very clear. It seems probable that the swadeshi
movement with ity agitation against the use of artificial silk gave
its first impetus to the change over to wool and cheap yarn fostered
the change in fashion. Whatever the reason, it was found that
profits in woollen manufacture were considerably greater than in
-other materials. Not only did cotton hosiery factories turn to the
manufacture of woollens, but (particularly in the Punjab) new
factories were opened, and the industry spread very rapidly with
the discovery of a cheap raw material of fine quality in the Japanese
varns which first began to come in large quantities in 1932-33.
In the beginning yarns were obtained from the Indian mills as
well as from imported sources and were largely of a quality known
in the trade as R. D., i.e., medium quality made of crossbred wool.
‘The advent of Japanese yarns which were all of fine merino, almost
extinguished the demand for lower qualities of hosiery yarns, and
the cheapness of the Japanese yarn made it impossible for the
Indian mills to compete in merino qualities. To-day we believe it
is practically true to say that Indian yarns are used by hosiery
manufacturers only in Bombay and Ahmedabad, and only the mills
in Bombay are supplving any yarn at all. The use of a fine
nerino yarn completely changed the quality of the goods being
manufactured and greatly increased the popularity of woollen
hosiery. 'We doubt whether it will now be possible for the industry
to revert to the lower qualities of a few years ago.

130. The import statistics given in Table XVII show that there
wag a steady rise in the popularity of woollen hosiery for a number
Toport of years before its manufacture began in
mmports. India. The trade was chiefly in the hands

of the United Kingdom and was of a sunerior quality, the average
values ranging round 4 shillings to 4 shillings 6 pence a pound. It-
is curious to note that the great fall in imports due to the depression
of 1929 is coincident with the expansion of the Indian industry
which however catered for a much cheaper market, and until the
advent of the cheap merino varns was producing an article much
inferior in quality. In 1932-33 Japan also began to compete in
the hosiery market sending 150.000 Ths. in that year at an average
price of Re. 13 and in 1933-34 175,000 Ihs. averaging in price
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of Rs. 24, prices which indicate increasing quantities of the more

expensive articles such as pullovers. Competition from countries
«other than the United Kingdom disappeared for reasons which we
have already explained. 1t will be noted that the total imports
were until the year 1934-35 still less than the maximum of 1928
and thig certainly is an indication of the progress of the Indian
industry. For there is general agreement that the demand for
woollen hosiery has continued to increase. In 1934-35 the figures
rose from 281 thousand to 409 thousand pounds, owing to a further
rise in imports from Japan.
131. It is difficult to give any precise statistics of the size of
the industry to-day for the reason that it is essentially an off-shoot
of the manufacture of cotton hosiery. The
Extent. industry is probably not engaged in the
manufacture of woollen goods for more than four or five months
in the vear, and since the demand for woollen hosiery is seasonal,
this factor is likely to remain permanent. But since most of the
nwiachines can be used alternatively for cotton and woollen hosiery,
it 3s not a factor which is likely to prove a handicap to the industry
as a whole. We attempt in the accompanying statement to give
an estimate of the number of factories engaged in the manufacture
of woollen hosiery. The estimate is necessarily incomplete because
although the larger factories have generally organised themselves
into associations, there is a considerable number of so-called small
factories containing from 5 to 10 machines, and even a larger
number of cottages with a machine or two, scattered throughout
the country chiefly in the Punjab and Bengal. The close associa-
tion of the cotton and woollen sides of the hosiery industry also
makes it useless to attempt any estimate of the numbers engaged
in the woollen section, and we think the figures supplied to us
are likely to be misleading. Very few factories possess machines
suitable for woollens only, and though numbers of machines are
said to be closed down in the off-season (particularly in those
factories which have not in the past been devoted to cotton) we
have no means of determining how many workmen are on part time
and how many in full time employment.

Tanir XL.—Hosiery factories employed in the manufacture of
woollen hosiery.

Province Factories.
) Power. Non-power.

Punjab . . . 42 132
United Provinces . . 6 33
North-West Frontier Province 2 3
Delhi . . . 7 3
Central Provinces . . . 0 1
Bihar and Orissa . . . e
Bengal Association 10 80
Bombay . 6 0
Kashmir 0 2

Total 73 264
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132, 1n regard w outpul few of the Associations and not all
of the factories that have given direct evidence Lave been able to
give us correct statistics and we have no
evidence at all of the output of the small
unatiached factories. The imports of yarn would give a fairly
accurate means of estimating if the imports of hosiery yarn were
distinguished from those of yarn for weaving. Unfortunately
they are not. The reported figures of yarn consumption amount
to some 12} lakhs of pounds. The imports of worsted yarn in
1934-35 were over 16 lakhs of pounds (nearly double thaf of the
preceding year) and it seems likely that the larger part of these
1s for hoslery. If we add the comparatively small quantities of
varn supplied by the Indian mills it would appear that the estimate
of consumption of yarn is not far from the mark. This would
mean an output of some 10 lakhs pounds of finished woollen goods.
But this takes no account of the fact that the woollen hosiery
trade to-day is predominantly a trade of mixed wool and other
materials: we have no means of estimating the extent to which
mixtures predominate in Indian production. In the only factory
that has given us figures, of the total production of 18,400 Ibs.
15,400 lbs. were mixtures. This is probably an unusually high
proportion.  Certainly the total output greatly outweighs the
imports and we believe that the industry is as a whole still in the
happy position of being able to make considerable profits, though
these are naturally less than they were owing to the spread of
internal competition and the pressure of increasing Japanese im-
ports at a low price. The output of the small unattached factories
is mostly confined to socks and stockings with some caps and
mufflers. The larger concerns turn out pullovers, slipovers, coats
and similar articles, and it is in these products that the competi-
uon of Japan is chiefly felt. The estimates we have given do not
include the hosiery departments of the Indian Woollen Mills of
Bombay and of the Mills of the Cawnpore Company.

QOutput.

133. The items of the Tariff Schedule applicable to woollen
hosiery are Nos. 51 (1) and 52. TUnder item 51 (1) all hosiery and
Ef .. knitted apparel containing not less than
ect of the specific i 5 P
Qutw, ‘ 15 per cent. wool by weight pays a duty of
" 35 per cent. ad wvalorem or Re. 1-2 a Ib.
whichever is higher. Goods from the United Kingdom pay a
preferential duty of 25 per cent. ad valorem. Imports from
countries other than Japan and the United Kingdom had already
virtually, disappeared before the imposition of this specific duty.
As we have already pointed out earlier in the report, the specific
duty does not touch the articles in which the competition from
Japan is specially felt, namely pullovers and slipovers, but fully
protects the cheaper proddets such as soeks and stockines. In
subsequent paragraphs we shall attempt a comparison with the
fairselling prices of Indian manufactures.

134. Tt will be seen that the tariff item makes no distinction
between pure wool and mixtures and since the mdsh effective
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competition is alleged to come from mixtures we think this is P[‘(,’Pelih.
" But one of the chief complaints against
Japauese - competition. g, 0 g apanese competition refers not 1o
woollen or mixed Imports but to cotton hosiery. 1f  the
woollen side of the industry is to pay its way, 1t 18 esse}ltlal thﬁt
during the off-season it should be able to turn its attentxjon‘ *Eo t 3
manufacture of hosiery from cotton and other staple fl’bldeaTaltl
it is represented that articles of cotton suqh as ﬁeecy baclvxe vests,
coats and pullovers made from jacquered fabries which are ]comn‘lg
in increasing quantities from Japan are not 1.11clude(.l in '(lfi‘pll‘(J-‘
tected list of cotton hosiery. The relevant }telns”m the Tariff
Schedule ave Nos. 51 (2) and (3) and 52. The complaint
arises from the fact that while cotton undervests and cotton k,“}“e,‘?
fabric are protected, *“ apparel and hosiery not otherwise spec@el('lﬂi
pay only a revenue duty. We are glven‘t(‘) understandﬁ ‘(hla.t;“('l ;
cuity has arisen in the interpretation of 1111{1e1‘\'es’(s , (l]LI'(}lelll'
Custom Houses applying different interpretutions. As a1 1e§utl
Japanese vests which can really be used m(hﬂerentl?' as underwear
or outer wear have been admitfed as *apparel ” paying only
revenue duty. A further complaint of t]}ne‘ sume typ:e is that kl}étt?d
fabrie is being imported in the shape of apparel °, ¢.g., it e1i~,i
and being converted into children’s underclothing, r\‘vh1‘c!1 .\,11()‘1(11’(‘
have paid the protective duty. The intention of the Tarif Bom-‘lb
recommendation as given in paragraph 187 of the Cotton Textile
Report was to “* impose a protective duty not only on imported
articles which compete with similar articles manufactured n :'[ndl‘{ﬁ
but also on imports of knitted fabric . Tt was added that ““ it wl\u‘
also be necessary to impose a protective duty on imports of unc 91£
wear made from woven fabrics ”’. We believe that the failure o
the Schedule to carry out this intention has not been delxl)el'atie,
and we recommend that the same protective duty should now ‘(»i
applied to apparel made of cotton knitted fabries as to the knittec

fabric itself.

135. We have carefully examined the statements of cosls wuich
have been submitted to us by the Associations of Bengﬂl and
Ludhiana and some individual factories.

Cost of production. 7, ortain respects we find some of them
excessively inflated, and inconsistent with the present position
of the Industry. We have substituted selective costs which
we believe to represent more mnearly the proper costs of the
more efficient units of the Industry. The Associations claim
that in general the small factories are at no disadvantage in com-
parison with larger concerns: in the particular lines that they
manufacture there may even be an advantage. We see no reason
to change the opinion in this respect that the T:u‘rlft Board :11‘1'17'0(1
at in paragraph 189 of the Report on the Cotton Textile Industry,
viz., that in general this view is correct” Most of the factories are
established 1n hired buildings, and capital outlay 1s therefore
confined to machinery. A certain amount of this, mostly hand-
driven circular machines, is being manufactured in the Punjab,
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but it is reported that they are not durable, and the bulk of the
up to date machinery is imported from England and Germany. As
was the case with cotton hosiery, the weight of the Japanese goods
is generally less than that of the Indian. Though this serves to
accentuate the difference in price of comparable articles when
they are sold retail we understand that some Indian manufacturers.
prefer to maintain a slight excess in weight, in order to push their
own sales. The complaint is general that the depreciation allowed
by the Income-tax Department on machinery (5 per cent.) is
inadequate, and some of the factories claim that they are obliged
to provide 20 per cent. in their accounts. We repeat the recom-
mendation made in the report on the cotton trade that 10 per cent.
allowance should be regarded as reasonable for both sewing and
knitting machines.

136. It is generally agreed that there is no competition to-day
between hosiery from the United Kingdom and Indian manufac-
turers, the bulk of the manufactures from
the United Kingdom coming in to-day being-
either priced higher than the comparable-
Indian garment, or of kinds and qualities
which are not generally made in India such as ladies’ underwear.
The demand by some manufacturers for a certain increase of duty
on imports from the United Kingdom is based on the fear of what
may happen if the present scale of duties is raised against Japan..
In view of the steady level of prices from the United Kingdom we
see no justification for this fear, and recommend that the present
preferential duty should be retained.

137. We find that a protective duty is required against Japan,
but that it need not be higher than the
present revenue duty. The following Table:
of comparalive prices estimates the extent
of protection required in typical articles of
pure wool :—

Present preferential
duty on United King-
dom goods to be re-
tained.

Protective duty not
higher than present
revenue duty required
against Japan.
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185. We have had some difficulty, owing to the differences in
the veported prices of Japanese goods, in arriving at a reliable
Comparison of prices, cgmp;u‘jsqn. Lhere 1s a very great range of
o . weights in Japanese hosiery. Pullovers of
similar appearance may vary in weight from 4} ozs. to 10 ozs. each.
In the comparison of prices made by manufacturers we arve afraid
this variation has sometimes been ignored. Indian manufac-
turers tend to be conservative in their methods, but since the fair
selling price varies directly with the weight of the article, and
there is no reason that we can admit why Indian manufacturers
should not manufacture goods of exactly similar weight to imported
articles, we are obliged in our comparison to set only similar
weights against one another. In the above Table therefore we have
erther chosen articles of similar weight, or have taken imported
Loslery garments (similar to those made in India but of which we
have no exactly similar samples) and costed them on the Indian
hasis. The comparison shows that the present revenue duty of
35 per cent. will cover the average difference between the fair
selling price and the Japanese selling price, if we exclude the
one outstanding exception. In none of these examples does the
specific duty of Re. 1-2 per 1b. come into force.

139. We have been told that competition is severe iu Japanese
" hosierv of mixed wool and cotton or artificial silk. But no witness
i has supplied us with samples of mixed
hosiery : we have not therefore been able to
ascertain comparative prices. But the cost to manufacture
mixtures will be identical with that of woollen hosiery, and we see
no reason for any diserimination against mixtures, except to the
extent given by applying the same specific duty.

Mixed losiery.

140. The duty required on socks would appear to be about

50 per cent. which is approximately the incidence of the present

Socks specific duty of Rs. 1-2 a 1b. on the example

o ) iven. We recommend therefore that the

existing duties of Re. 1-2 a Ib. or 35 per cent. ad wvalorem be
retained as protective duties.

141. A common demand from hosiery manufacturers is thai a
margin of at least 25 per cent. should be maintained between the
duty on yarn and the duty on the finished
Claim for 25 per cent. produet. The claim is unjustified and seems
friehed Ofp(riggf;c,:’“ ;‘]'I(’)i to be based on some confusion of thought.
justified. Yarn cost is at least 50 per cent. of the cost
of the finished article: conversion -costs
therefore excluding overheads and profit amount to 42 per cent.
The same proportions must certainly apply roughly to all foreign
Losiery. And the claim’ therefore that 25 per cent. should bhe
imposed on the declared value of the finished article amounts to
a demand that a duty of 60 per cent. should be imposed on the
costs of manufacture. ‘ '
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142. The position of the small scale woollen hosiery factory
difters in respect of its raw material from the cotton factory i
Industry’s claim to that while it has available in present i
protection justified al. cumstances an almost unlimited supply of
though raw material cheap worsted yarn, this ‘‘ raw material
wholly imported. is almost all imported. It owes its rapid
growth and wndoubted present prosperity very greatly to this
factor but it remains a fact that the larger part of the industry
to-day fails to fulfil the first condition of the Fiscal Commission.
On the other hand it must be remembered that the industry has
reached its present position under the encouragement of the high
revenue duties deliberately imposed on imported woollen losiery :
and would we think have a legitimate grievance if it were now held
that this quasi protection was unjustified on this ground. And we
have pointed out that woollen and cotton hosiery manufacture are in
many instances joint and complementary, and in the climatic
conditions of India are to some extent mutually dependent. In
the circumstances we consider that the Industry may claim to be
protected.
143. Three of the large scale woollen mills have hosiery depart-
nients—the Indian Woollew Mills and the Dhariwal and Cawnpore
, . Mills—but we have little or no evidence of
Supply of yarn. the extent to which there is competition
between the two branches of the Industry. Much of the mill pro-
duction goes to fulfil Government contracts. We have already made
note of the fact that the woollen hosiery trade to-day—apart from
some special lines required in some (Government departments—is
almost entirely a merino trade, and that the large market demand
that at present exists would almost certainly decline if the quality
of the output deteriorated. The importance of a supply of first
class yarn needs no further emphasis. We have discussed in
paragraph 107 the question whether the existing mills are in a
position to supply it. The Hosiery Associations fully realize the
dilemma and, we understand, are divided in their views. But
most of them are inclined not to oppose protection of yarn provided
they get a fully equivalent protection of their finished goods. This
attitude (apart from any consideration of consumer’s interests)
jgnores the probable cffect on their market of any considerable
increase in the price of hosiery, and if internal competition keeps
-down prices they may find themselves with already reduced profits
at a disadvantage In competition with the mills. The Ludhiana
Association believes that such a position will induce the setting up
of spinning mills and is prepared to take the risk. TFor reasons
which we have discussed at length in dealing with the claim for
protection of yarn we prefer the alternative solution of this problem.
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Miscellaneous.

144. Among the claims to protection are included those from
certain mills on account of roller cloth, sizing flannel, clearer cloth
. and belting yarn. These materials as a
Roller  cloth, sizing  regylt of the recommendations of the Cotton
fannel and =~ clearer o ctile Marifi Board (1926) were placed on
. the duty free list on the ground that they
were among the important mill stores used by the cotton mill
Industry. Since that year, the duty on the first three items has
been raised to 10 per cent. and that on belting yarn to 61 per cent.
Roller cloth, we have ascertained, is still not manufactured in
India in commercial quantities. We recommend that it should
remain subject to revenue duty only. Sizing flannel and clearer
cloth however are manufactured in satisfactory qualities by a
number of mills: some of them for consumption by cotton mills
under the same management, others for the market. It is reported
that about 29,000 yards of clearer cloth and 89,000 yards of sizing
flannel are consumed per annum by the Indian cotton mill Indus-
try. This consumption is easily within the capacity of the Indian
producing mills. The Millowners’ Association of Bombay has
agreed as a ‘‘ gesture of goodwill to the sister industry ”’ that these
two materials should be included in any scheme of protection that
is recommended, provided that ihe protective duties are imposed
for a strictly limited period. We agree with the Millowners’
Association that a larger market will enable the Indian producer
to reduce prices and internal competition will prevent any burden
on the consuming industry. Imports are chiefly from the United
Kingdom and the difference in price is reported to be 4 annas a
vard. The difference between the Indian fair selling price and
the imported c.i.f. price works out at less than 25 per cent. and
consequently will be covered by the preferential duty which may
he imposed on the United Kingdom manufactures. We therefore
recommend that sizing flannel and clearer cloth should now be
removed from the list of mill stores subject to a reduced duty.

145. With regard to belting yarn we have no statistics of
imports of this material. The manufacture of belting from woollen
varn is, so far as we can ascertain, carried
on only by two or three Calcutt. firms. One
of these firms which consumes about 300,000 lbs. a year of yarn,
reports that it already uses mostly indigenous yarn in the manufac-
ture of its hair belting, and while they do not object to an increase
in the duty on the imported yarn they claim that it would be
necessary to put on a compensating duty on foreign belting in
order to balance the enhanced price of the indigenous yarn they
are already using. In these circumstances we see no special
ground for treating belting yarn differently from other varns which

( 106 )

Belting yarn.
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on other grounds we have declined to recommend for protection.
We recommend that the present revenue duty should be retained.

146. The possibility of the extended use of synthetic wool was
brought to our notice by a witness who informed us that a process
of manufacture of synthetic wool from
jute had been perfected by a German firm,
We have been able to obtain no evidence of the import into India
of such material.

147. The import of woollen braids has increased in the lust

year und has now reached a figure of 40,000 1bs. No Indiun manu-

Braids facturer has claimed any protection against

' these imports and we recommend that the

ordinary revenue duty should continue to be imposed on this
material.

148. We have received evidence that the practice of killing ewes
with young in order to obtain the fleece of the unborn lamb is
extending. Apart from its effect on the
supply of better class Indian wools we
consider this to be a barbarous practice which should be stopped.
We recommend that the export of lambs’ wool on the pelt he
prohibited.

149. It has been brought to our notice that there is a type ot
cloth used chiefly for Government contracts (we have come across
Mixed serge fabrics 1O examples of it in the markets) made of
of the type used for worsted warp and woollen weft. It is a
Government contract to gerge in which great strength is required
be classed as woollens. o,y hined with cheapness. We recommend
that fabrics of this comstruction should be classed as woollens.

150. Some complaint has been voiced by representatives of the
mills regarding the competition of jail manufactures. We have
collected from local Governments the ficures
of output of woollen goods in jails and the
following statement gives the total under
different heads. Since some Governments have reported in pounds,
and some in numbers, both have been included in the totals.

Synthetic wool.

Slaughter of owes.

. Competition from
jail manufactures.

Tasre XLIT.

Number.
Blankets . . . . 93,942 plus 354,256 1bs.
Piecegoods . . . ... 18,417 yards.
Hosiery . . . . 213 plus 22,500 pairs.
Carpets . . . . 272 plus 298 square yards.
Miscellaneous . . . 10,140 plus 14,105 pairs and 17,371 lbs.

151. An estimate of the effect of our proposals on the Customs
revenue cannot be more than guesswork. Tn blankets the ~ffect of
B the addition of 4 annas specific duty to the
Custn?rc;: Ofrg‘{ggg?lse‘;’f ad valorem duty would raise the revenue on

amined. the present imports by Rs. 16 lakhs. Tm-
ports of rugs would have to fall by about

"2
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3 million younds before a loss of present revenue can occur. In
woollen piecegoods the loss of the whole shoddy trade would involve
a loss of Rs. 5} lakhs rvevenue. We do not anticipate this. In
worsteds, assuming that the average duty to-day amounts to 43
per cent. on half of Rs. 180 lakhs (the value of piecegoods), and is
therefore about Rs. 38 lakhs, our proposals would raise the revenue
on the same volume of imports by Rs. 17 lakhs. The revenue
from the United Kingdom and Continental imports may be assumed
to remain steady, and therefore Japanese imports would have to
fall by about Rs. 22 lakhs in value before the additional revenue

will be lost. The value of Japanese worsted imports may be put
at about Rs. 50 lakhs,

G. WILES,

President.

FAZAL I. RAHIMTOOLA,

Member.

H. R. BATHEJA,
Member.

Bombay, dated the 10th June, 1935.
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APPENDIX I.

Representations received by the Tariff Board.

. The Millowners’ Association, Bombay.
. Messrs. E. Hill and Company, Limited, Nainital.

Mr. Guranditta Anant Ram and Others, Jalalpur Jattan, Gujarat.
The Oriental Carpet Manufacturers (India), Limited, Amritsar.

. Shailkh Gulam Sadik Woollen Mills, Amritsar.

. Messrs. Ahmed Ebrahim Brothers, Rangoon.

. Messrs. C. M. Hadow and Company, Srinagar.

. Bombay Woollen and Fancy Cotton Piecegoods Merchants’ Association,

Bombay.

. The Bangalore Industrials, Bangalare.

. Messrs. A. Tellery and Sons, Limited, Bhadoi, Benares State.
. The Bengal Belting Works, Limited, Calcutta.
. Messrs. Bettmann and Kupfer, Bombay.

. The Hon’ble Mr. Hossain Imam, Gaya.

. The Trade Commissioner for France in India.
. Messrs. Diwan C. Mehra and Company.

. Consul General for Germany, Calcutta.

. Mr. Maganlal Bhikhabhai, Almedabad.

. Hoslery Manufacturers’ Association, Ludhiana.
. Atlas Hosiery Works, Jullundur.

. The Kesari Hosiery, Khanna.

21. Messrs. Beri Brothers, Ludhiana.

-30.
31.

32.

33.
34.
35.
36.
37.
38.
39.
40.
41,

42,
43.
44,

. Rai Bahadur Hosiery, Ludhiana.

. Swadeshi Karyalaya, Ludhana,

. Gujsta Hosiery Mills, Ludhiana City.

. Sund Hosiery, Ludhiana.

. The Hosiery Manufacturers’ Association, Bengal, Calcutts.

. The Pucka Hosiery Mills, Cawnpore.

. The Hosiery Manufacturers’ Assaciation, Lahore.

. National Federation of Hosiery Manufacturers’ Association of the United

Kingdom.
Association for the Development of Swadeshi Industries, Delhi.
Delhi Piecegoods Association, Delhi.
Merchants’ Chamber of the United Provinces, Cawnpore.
Punjab Chamber of Commerce, Delhi.
Indian Merchants’ Chamber, Bombay.
Karachi Chamber of Commerce, Karachi.
Blanket and Shawl Traders’ Association, Calcutta.
Marwari Chamber of Commerce, Calcutta.
Madras Chamber of Commerce, Madras.
Hindusthani Mercantile Association, Delhi.
Chamber of Commerce, Bombay. v

Wool Textile Delegation and the Huddersfield Chamber of Crmmerce 1n
Great Britain,

Bradford Chamber of Commerce, Bradford, England.
Army Department of the Government of India.
All-Tndia Hosiery Manufacturcrs’ Association, Cawnpore,
@
( 109 )
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APPENDIX II.

List of those who gave oral evidence before the Tariff Board,

. Raymond Woollen Mills, Limited, Bombay—4th March, 1935.

. Government of the United Provinces—5th March, 1935.

. Indian Woollen Mills, Bombay—6th March, 1935.

. Bangalore Woollen, Cotton and Silk Mills, Company, Limited—7th

March, 1935.

. Kaiser-I-Hind Woollen, Cotton and Silk' Mills, Limited, Bangalore—7th

March, 1935.

. Joint representation of the Indian Woollen Mill Industry—8th and 9th

March, 1935.

. Government of Bombay—12th March, 1935.
. Messrs. Shankalchand G. Shah and Company, Bombay—13th March,

1935.

. Messrs. Jiwandas Bhanji and Company, Bombay—18th March, 1935.

. Messrs.” Hazarat and Company, Bombay—14th March, 1935.

. Government of the Punjab—18th March, 1935.

. British India Corporation, Limited, Cawnpore—19th March, 1935.

. Hosiery Manufacturers’ Association, Bengal—25th March, 1935.

. Hosiery Manufacturers’ Association, Ludhiana—26th March, 1935,

. Messrs. Mangaldas Kahandas and Company, Bombay—13th April, 1935,
. Bradford Chamber of Commerce, England—16th and 17th April, 1935.
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APPENDIX ITI.

Visits of Inspection.

During the period from the 23rd October to 18th November, 1934, the
Board visited the woollen mills at Thana and the woollen mills and drugget
factories at Bangalore. In the latter place the Board also inspected the
sheep breeding farms and several centres of kambli weavers. They had dis-
cussions with the Director of Agriculture and the Live Stock Expert of
the Government of Mysore and the representatives of the Sheep Breeders
Association at Kolar. They also visited the Yelachalhally sheep farm and
inspected the Lambli weavers at Hansur in Mysore. During a second tour
from the 4th to 20th December, 1934, the Board visited the Dhariwal Woollen
Mills, several carpet, hosiery and weaving factories and some of the
important cottage blanket and shawl manufacturing centres in Northern
India, where they also met the representatives of several Associations and
dealers interested in the woollen goods trade and manufacture. They also
visited Sind where several woollen godowns were inspected. The Board had
discussions with the representatives of the principal Associations and
Chambers at Karachi. Tn Bombay they have been in continual touch with
importers and merchants in regard to various matters.
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APPENDIX IV.

Some Raw Wool Statistics (avcragé of five years).
lbs.
A. Imports by sea (including ¢ tops’’) . . 5,741,000

,, by land .« . . . . 11,380,000
Total imports . . . . 17,121,000
"Re-exports . . . . ‘ 7,353,000
Net imports : . . . 9,768,000
B. Exports of Indian wool . . . . . 42,050,000:

C. Estimated consumption by the Woollen Industry 1933-84—
(a) Mills—

Foreign. East Indian. Total.
Ibs, 1bs. 1bs.
2,846,000 10,720,000 13,566,000

(b) Cottages and small factories—
(See Table 1.) 23,618,000

" Total consumption . 37,194,000

Norte.—Figures of East Indian and' Indian are not always distinguished.
But consumption of Indian wool by Mills probably amounts to about.
7,000,000 1bs. and of ‘‘ East Indian > wools (including Indian) to about
10,719,000 1bs. the difference, 8,719,000 1lbs. being * Frontier’ wools.

Consumption of other * foreign wools °’” by Mills is probably about 2,846,000
Ibs.

Net imports of all wools amount to 9,768,000 Ibs. Mill figures account
for only 6,500,000 lbs. of this. If the Customs figures are accurate it seems
likely that the bulk of the balance (about 3 million lbs.) is ¢ Frontier wool *”
used by the cottage industries and carpet industries of the North. Of
Indian wools the cottage industries consume (according to reports) ahoub
23,618,000 1hs. To this must be added consumption by the carpet factories
not included in the provinecial reports which may be put at about 8 million
lbs. For convenience the 3,000,000 lbs. of frontier wool may be assigned to
carpets. This leaves 5 million Ibs. of wool to be added to the estimated
ronsumption by the textile industry.

Exports of Indian wool amount on the average to 42,000,000 Ibs. (in 1933-34

they were meariy 56 million). We cannot add this figure to the industrial
consumption in order to get the total production of wool, hecause we have no
figures of the domestic consumption of wool for other than industrial pur-
poses, nor any estimates of consumption at all from the other Indian States.
But if we take the Census of sheep as a rough guide and count the produc-
tion of wool as 11 lbs. per sheep, we get a total production of about
16,750,000 1bs. for the other Indian States. We know that a considerable
amount of wool is exported from Hyderabad and the Rajputana, Punjab and
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Vestern India States, and we might put this at about one-third the esti-
wted crop, viz., 5,600,000 lbs. 1i we deduct this from the total exports,
s being already included, we get the following figures:—

Reported Industrial consumption . . . 35,618,000
Production in other Indian States . . . 16,750,000

Exported (less Indian States exports included
above) . . . . . 36,400,000
Total . 88,768,000

To this must be added the wool used locally. for domestic and other
mrposes. (In Madras for instance it is reported that a good deal of wool
s used for manure.) We cannot hazard a guess at this consumption.
3ut it seems likely that the total production of wool is in the neighbourhood
f 100 million lbs., including Kashmir. We have no census of sheep from
{ashmir. For the rest of India the census of 1929-30 gave a total number
41,793,000 sheep. The average annual clip in the Punjab is said to
veigh about 2 pounds: it may be about the same in the United Provinces.
n Mysore and the South of India tests give the annual clip as about 11 Ibs.
ser sheep: and this average probably applies to the greater part of India.
b is clear that the census greatly under-estimates the number of sheep.
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APPENDIX V.

Note on sheep breeding in India by the Imperial Council of
A gricultural Research.

The problem of sheep breeding in India with a view to improving the
quality of wool has been receiving the attention of the Imperial Council of
Agricultural Research and the following action has been taken.

In 1933 a scheme was submitted by the Bombay Government for sheep
breeding in that province including cross breeding with Merino sheep for
the improvement of wool. The matter was referred to the Cattle Breeding
‘Committee of the Imperial Council of Agricultural Research and a scheme
was drawn up for experimental sheep breeding at suitable centres in India
the object of which was to carry out co-ordinated work with view to improv-
ing the best breeds of Indian sheep particularly for improved wool produc-
tion. It was decided that as a general rule the correct policy would be to
develop local wool producing breeds, of which the Bikanir appears to be the
bhest, and that experimental breeding should be carried out at the following
centres, viz., Hissar Farm, Hingoli Hosur (Madras), Bhamburda {Bombay),
Mahbubnagar in Hyderabad State, a selected centre in Mysore, Bharkhand in
Baluchistan and at Kangara. Two schemes have accordingly been approved,
one for Bombay and another for Madras, and other schemes are expected.

Work on improvement of wool bearing sheep has been in progress for some
years in the Mysore State where the Merino sheep have been used to a
considerable extent for cross breeding and this work is still in progress.

At Hissar Farm also experimental breeding with a cross-bred Merino
and Bikanir Sheep has been carried on for a number of years and though
great difficulty has been experienced in maintaining pure-bred Merino Sheep
for any length of time in the plains, a cross-bred sheep has been evolved,
and is now to some extent fixed in type, called the Hissar Dale Sheep. These
sheep produce a larger quantity and finer quality of wool than any Indian

sheep and it is hoped that they may be able to thrive under Indian condi-
tions in certain localities.

Tt is, however, still doubtful if the breeding of Merino cross-bred sheep
will be generally practicable in the plains in India and it is considered
that the improvement of Bikanir sheep for wool production is likely to
prove more feasible and more satisfactory in the long run. It is anticipated
that work on these lines will be considerably increased in the near future
in certain provinces and States, where conditions are likely fo be suitable
for the production of wool bearing sheep.

APPENDIX VI

ehalf of the Central and Local Governments for five
30.

Indian Stores Department on b
years commencing from 1929-

(1) Value of Woollen Goods purchased by the
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70,000 in 1927-28 to.

ported goods fell from Rs

The value of the im

2,300
1,34,000

f Indian blankets in 1927-28 was Rs. 353 and im

Rs.

Imported

28,000 in 1933-34.
Blankets—

Rs.

2y

Indian .
ge 'price o

The avera
1933-34 Rs. 4-88.
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Other sorts-—

41,000
1,22,000
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Rs.

Imported
Indian
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