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Cotton Supply Comfortable 

THE cotton control policy for the 
cotton year just ended has 

been a success, in so far as scarcity 
has given way to easier supply posi
t ion, A feature of the last cotton 
year was the increase of Rs 50 in 
basic ceiling prices and the insti tu
tion of quality control , in co-opera
t ion wi th the East India Cotton 
Association. The nominee system 
of cotton purchase having been 
declared unconstitutional, a new 
system for regulating distribution 
was announced on October 18 last. 
This included a l l sections of the 
trade and dealers were divided 
into three categories, viz., A. B and 
C Distribution Committees were 
to he set up by the Texti le Com
missioner, it was provided, in such 
areas as he deemed desirable in 
order to ensure fair distribution, 
M a x i m u m and min imum prices 
were announced subsequently of 
the various descriptions of cotton 
for the season on the basis of the 
ceiling price winch had been fixed 
earlier for Jarilla 2 5 / 3 2 ' staple on 
June 13, 1951 at Rs 820 as against 
Rs 770 for the previous year. 

A significant departure was made 
during November last from the 
normal practice of allowing trad
ing in the new cotton crop simul
taneously in all parts of the coun
try. Permission for trading was 
being given piecemeal while quotas 
to mills were staggered and delay
ed unduly. These changes hit the 
purchasers adversely. While giving 
permission for trading, the descrip
t ion, staple, class and prices in 
terms of quality control were speci
fied in respect of cotton moving in 
the respective zones. 

The rigorous working of the 
Cot ton Control Order led to a 
downward movement of prices. 
There were other factors also which 
adversely affected the market in 
January-March. Among these may 
he mentioned the larger wor ld pro
duct ion; the sharp decline in Egypt
ian and American cotton prices; 
larger imports of cotton during the 
past season and more particularly, 
the heavy impor t of 9 lakh bales of 
American cot ton; stringent mone
tary conditions; and heavy accu
mulation of stocks following the 
reluctance of mills to l i f t the quotas 
allotted to them in time, due to 
discouraging developments in the 
textile industry. 

In view of the sharp decline in 
prices and panicky conditions, trad
ing in the spot cotton market in the 
city was suspended on March 10 
for one week. Markets in up-
country centres ceased to function 
for several weeks and in Madhya 
Pradesh, the situation had deterio
rated so badly that markets were 
closed for two mouths. 

The sharp fall in prices of various 
varieties of cotton is brought up 
in the table of prices below. 

W i t h a view to improve the situ
ation following the price1 recession, 
the Finance Minister reiterated on 
M a r c h 5, the Government's policy 
of supporting cotton prices by-
offering to purchase cotton at floor 
levels. Facilities were also extend
ed for financing imports of East 
African and American cotton. 
However this scheme of financing 
remained mainly on paper. Thanks 
to the subsequent improvement in 
the. situation, the Government did 
not have to carry out purchases at 
floor prices. 

From March 16, export duty on 
raw cotton was reduced by half to 
Rs 200 per bale and on soft cotton 
waste f rom 50 to 30 per cent ad 
valorem. However as the export 
policy was announced too late, the 
trade suffered heavily while the 
Government lost the opportunity of 
earning more foreign exchange 
from higher export prices. At. a 
later stage, the Government had to 

liberalise exports; Exports" auowea 
for the season totalled 3.52 lakh 
bales and the varieties included 
Bengal Deshi, Ka l a Wagad, CP I 
and I I , Ma th i a and Zoda cotton. 
Recently an addi t ional export quota 
of one lakh bales of Bengal Deshi 
cotton has been announced in view 
of the comfortable supply position. 

Large Carry-over 

The last season commenced wi th 
a carry-over of 18.26 lakh hales of 
both Indian and foreign cotton 
wi th the mills and the trade. The 
commercial crop during the season 
was estimated at 34½ lakh bales. 
The carry-over and the crop toge
ther wi th the estimated imports of 
14.75 lakh bales brought the total 
available supply to by lakh bales. 
As against this, the mi l l consump
tion of both Indian and foreign 
cotton has been placed at 39½ lakh 
bales which, together wi th the1 

exports, left a carry-over of approxi
mately 34 lakh bales at the end of 
August. 

This larger carry-over, showing 
an increase of about 6 lakhs, is a 
noteworthy improvement over the 
position which obtained at the 
beginning of the last season. The 
crop outlook which caused serious 
concern during the past month has 
turned better, after the recent rains 
in several producing areas. The 
crop is likely to be around 34-35 
lakh bales. Even wi th l imited 
imports of some 6 lakh bales during 
the season, the supply position is 
no doubt heartening. 'Though the 
Government has not thought wise to 
decontrol raw cotton despite the 
large measure of decontrol of cloth, 
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permission for hedge t rad ing on 
the lines of the scheme submitted 
by E I C A is l ikely to be granted by 
next month . In the meanwhile, 
permission for trading in Bengal 
Deshi and Jari l la cotton for del i 
very contracts is expected any 
moment. The increase in the floor " 
prices by Rs 55 per candy and the 
maintenance of last year's ceil ing 
levels w i l l certainly help the cotton 
growers to realise fa i r prices., if 

permission for hedge facilities is 
granted at an early stage. 

The US cotton crop this season 
is likely to be in the neighbourhood 
of 14.4 mi l l ion bales. Production 
elsewhere is l ikely to be up and 
the wor ld is assured of ample sup
plies in the face of somewhat res
tr icted textile activity. There w i l l 
be nothing wrong, if control on 
cotton is removed in such c i rcum
stances. 

Company Notes 

The Textile Industry in Trouble 

THE current working of the tex
tile industry gives one the 

impression that the industry is pass
ing through difficult times. This is 
confirmed by the recent publ icat ion 
of annual reports of two textile 
companies under the management 
of the Tatas—-The Central Ind ia 
Spinning, Weaving and Manufac
tur ing Co. L t d . and the Ahmedabad 
Advance Mi l ls L td . Both of them 
suffered a marked setback in their 
earning compared wi th that in the  
previous year. 

Central Ind ia suffered a loss of 
Rs 16.33 lakhs in the year ended 
June 30, 1952 as compared with, a 
prof i t of Rs 13.10 lakhs in the 
previous year. This is the first 
year in the career of the Central 
Ind ia that it has made a loss. 
This poor performance is attr ibuted 
to the adverse labour situation pre
vai l ing at the mills and steep fa l l 
in commodity prices dur ing the 
second part of the accounting 

period._. The bulk of the company's 
requirements of cotton for the year 
was bought in the first half of the. 
year. But subsequently owing to 
the sharp fal l in prices of the com
modities and the inabi l i ty of the 
company to consume a large part 
of this cotton dur ing the second 
half of the year, due to a prolong
ed strike of over two months, the 
market value of cotton as at the 
end of the year showed a substan
t ia l drop over its cost by about 
Rs 18½ lakhs which is largely res
ponsible for the loss shown in the 
balance sheet. 

For the same period, the Ahmed
abad Advance Mi l ls earned a profi t 
of only Rs 4.09 lakhs as against 
Rs 16.93 lakhs in the previous year. 
The adverse factors which resulted 
in such low profits were high cost 
of product ion and low ceil ing prices 
for cloth which left no margin on 

sales for internal consumption. 
The restriction on exports also 
affected the prof i t margin of the 
mills. If this were not enough, 
the sharp and sudden fal l in prices 
of almost all commodities inc lud
ing cloth, which set in in the later 
hal l of the year under review, made 
conditions far worse. 

The poor work ing of both these 
mills can best be gauged by com
paring the balance sheets of the last 
two years. 

In view of this poor show, the 
managing agents have foregone 
their commission of Rs 50,000 to 
which they were entit led. In the 
case of Ahmedabad Advance- Mills, 
in view of the low profits, they 
charged, instead of the m in imum 
commission of Rs 50,000, only 
10 per cent of the net profits which 
came to Rs 15,966. 

Dur ing the year, Ahmedabad 
Advance raised its authorised capital 
to Rs 50 lakhs by issuing 20,000 new 

o r d i n a l shares of Rs t o o each at 
a p remium of Rs 50 per 'share. 
Unfor tunate ly , due to the financial 
stringency brought about by restric
t ion of credit, applications were 
received for only 13,000' shares. 
The premium of ' 'Rs 6.5 lakhs 
received on these 13,000 shares has 
been added to the reserves. /Des
pite these adverse factors and i n 
creased capital , the directors have 
recommended a div idend of 10 per 
cent against 12 per cent paid in 
the previous year. The directors 
of Central Ind ia , however, have 
recommended only a nominal d iv i 
dend of Rs 2 on ordinary shares 
out of the Div idend Equalisation 
Fund. This Fund standing at 
Rs 17.75 lakhs would have enabled 
the company to maintain the d iv i 
dend but the directors have refrain
ed f rom doing so, in view of the 
uncertain prospects for the industry. 

The adverse working of the tex
tile industry can be attr ibuted to 
the power cut imposed by the 
Government of Bombay in October 
1951 as the. result of which, the 
mills were forced to shorten their 
wot k ing hours f rom 48 to 40 per 
week, to restricted exports dur ing 
the year and to poor internal sales 
and fa l l ing demand. 

The recent part ial decontrol of 
cloth was itself the result of the 
recession in world textiles and fal l 
in offtake of cloth in the domestic 
markets. Foreign oil take of Ind ian 
cloth has also been on the decline. 
Dur ing the first nine months of the 
year, exports of cloth aggregated 
hardly 430 mi l l ion yds as compar
ed wi th 741 mi l l ion yds in 1951 
and 1,074 mi l l ion yds in 1950. The 
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