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THE following is the Address by 
Shri N K Jalan, Chairman, The 

Elphinstone Spinning & Weaving Mil ls 
Company Ltd , at the Annual General 
Meeting of the Shareholders of the 
Company held in Bombay on June 17, 
1965, 

Ladies & Gentlemen, 

I extend to you all a warm wet-
come to this Fortysixth Annual General 
Meeting of your Company, and wi th 
your permission I w i l l take the 
Directors' Report and the Audi ted 
Statement of Accounts as read. 

The gross trading profit for the year 
under review was Rs 25,58,390. The 
results have to be viewed in the back
ground of the higher cost on all counts 
on the one hand and uneconomic 
prices of the products on the other. 
The dividend on Ordinary Shares has, 
however, been proposed to be maintain
ed at I8%, subject to lax. 

The Cotton Textile Industry, the 
premier industry of India, has been 
working under a number of avoidable 
handicaps and its disabilities are only 
increasing every year. 

Mounting Wage Bill 

Year by year in the past, I had to 
invariably express my anxiety before 
you over the continuously mounting 
cost of this industry. The most 
disturbing factor of all is the increas
ing wage b i l l , especially of the Bombay 
cotton mills. The average rate of 
clearness allowance payable to Bombay 
mi l l workers for 26 working days, 
which was approximately Rs 92 in 
1962, went up to Rs 96 in 1963 and 
jumped to Rs 11.5 in 196-1. It shot 
up to as high as Rs l22 in last May. 
Incidentally it may be pointed out that 
this rate is perhaps the highest in the 
country including that for the unskilled 
worker though at one lime the rate of 
dearness allowance in Ahmedabad was 
higher than that in Bombay. It is 
difficult: to understand the logic of such 
a steep rise i n D A for Bombay mi l l 
workers. The average total earning of 
a m i l l worker of Bombay per month 
was approximately Rs 149 in I960 
which progressively rose to Rs 183 

in 1964. In last May it was as high as 
Rs 190. 

W i t h the alarming rate at which the 
dearness allowance is going up year by 
year and especially after the r ead 
justment of the consumer price index 
number by the Government of Maha
rashtra on the basis of the Lakdawalla 
Committee's recommendations it is not 
known whether there w i l l be any 
l imit to such a serious development. 
Such high wages, having absolutely no 
relation to productivity or to the level 
of wages prevailing in other industries 
in this centre or elsewhere, are bound 
to enormously affect the smooth 
working of the other industries not 
only in the private sector but in the 
public too. It should be a matter of 
serious consideration for the Bombay 
mi l l interests and the Government of 
the State to see that suitable measures 
are taken to arrest this unhealthy 
trend in proper time if it is desired 
that the Bombay Cotton Mi l t industry 
should not lose its competitive capa
city both inside and outside the 
country. 

The Second Wage Board for the 
Cotton Textile Industry has been set 
up by the Government of India to 
consider, among other things, the 
question of a further revision of the 
wage structure in the industry. It is 
only to be hoped that the Wage Board 
wi l l make its recommendations fully 
bearing in mind the impact of high 
wages on the economy of the nation 
as a whole and wi l l not be instrumental 
in perpetuating the vicious circle of 
high wages and high prices. 

And along with high direct wages, 
the liabilities of the industry towards 
the workers had been increased con
siderably only recently by way of 
enhanced contributions to Provident 
Fund and the Health Insurance Scheme 
and by the substantial increases in the 
benefits of additional leave wi th wages. 

High Prices of Cotton 
Another constant bugbear of this 

industry is the high price of cotton 
payable by the mills. Apart from the 
generally inadequate and uncertain 

availability, the prices payable are 
very high. The prices of all varieties 
had pierced the ceilings towards the 
end of the year under review and only 
the scheme of restricted stocks and 
purchases by the mills introduced by 
the Indian Cotton Mi l l s ' Federation 
could check the prices for the time 
being. 

The behaviour of cotton prices this 
year, especially in relation to the 
statutory control on cloth prices, has 
once again established the fu t i l i ty of 
fixing ceilings for the prices of cotton. 
Fixing of ceiling can have a meaning 
only if the Government were to evolve 
suitable machinery for enforcing these 
ceilings. Unfortunately, they could 
never be enforced in the past and they 
have only been instrumental in creat
ing undue hardships and misunder
standings between the interests con
cerned. 

It has been suggested that the pre
sent ceiling should be raised for the 
next season. This w i l l not, however, 
bring about the desired results at all. 
Only the past history w i l l be repeat
ed and the new ceilings w i l l be pierced 
once again and create a further 
demand for st i l l higher ceilings. In all 
such cases, the maximum prices fixed 
by the Government have more often 
than not tended to be the min imum 
prices and prevented the law of 
supply and demand from functioning 
even when conditions otherwise war
rant a price decline. The Agricultural 
Prices Commission has for this very 
reason recommended to the Govern
ment that no ceilings should be fixed 
for foodgrains and I trust the Govern
ment w i l l take a clue from these re
commendations. 

The mi l l consumption of cotton has 
been continuously increasing and if 
proper and effective steps are not 
taken to increase the yield of cotton 
in this country which is s t i l l very 
poor, to the level of the world aver
age, it w i l l only lead to further hard
ships. Adoption of modern methods of 
production and plant protection should 
necessarily be helpful in the direction 
of getting adequate and assured sup-
plies of cotton. 
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High Excise Duty and Controls 

Unfortunately, the m i l l industry is 
being meted out a stepmotherly 
treatment as against the powerlooms 
and handlooms. Very high rates of 
sxcise duties are payable on m i l l cloth, 
especially on fine and superfine varie
ties. Against this, from the very 
beginning, the powerloom sector has 
been granted concessional rates of 
excise duty by the Government. A n d 
even these concessional rates have been 
drastically reduced in the 1965 budget 
with the result that the duty paid by 
the mills today is almost a hundred 
times as much as the duty payable by 
the powerloom units of up to 49 looms. 
This discrimination would naturally 
lead to the inevitable result of drasti-
cally cutting down the competitive 
capacity of the mi l l industry wi th the 
powerloom sector. 

Besides, only the mi l l made cloth 
has been brought under the purview 
of production and price controls 
while powerlooms and handlooms have 
been enjoying the facility of being 
absolutely free from these control;-;. 
The mi l l industry has to struggle hard 
between its increasingly mounting cost 
and the fixed controlled prices wi th 
the result that its profitability is 
being continuously squeezed out and 
i t w i l l be no wonder i f a time comes 
in the near future when a number of 
mills w i l l find it unprofitable to con
tinue to work. 

As a matter of fact, it is very 
necessary for the Government to help 
this industry, which is the third largest 
earner of foreign exchange for the 
country through its exports, by allowing 
it to earn sufficiently wi th a view to 
be able to finance adequately its con
tinuous requirements of rehabilitation 
and modernisation with the help of 
its own resources and this can be done 
only if the industry is freed from the 
rigours of all controls. Ultimately, only 
higher production would help the con
sumer to get his requirements at 
reasonable prices and the industry to 
function in a smooth manner. Controls 
act as a deterrent to higher pro
duction. 

Low Priority 
Next to food, cloth is the most 

essential need of the people and high 
priori ty should therefore be assigned 
to this industry. Unfortunately, how
ever, continued low pr ior i ty is given 
to the cotton mi l l industry, The indus
try has been denied, inspite of repeat-

fid representations, the 10 % rebate of 
tax conceded to certain other indus
tries which occupy an important place 
in our economy, according to the 
Finance Minister. It is beyond com
prehension as to why this essential 
industry should not also be treated as 
occupying an import-ant place in the 
economy of the country. 

Besides, this industry has been 
relegated to the ranks of those in
dustries which w i l l be eligible to get 
the benefit of only 15% Development 
Rebate consequent on the standard 
rate of Development Rebate having 
been c u t . down from 20 to 15% in 
the last budget. As a matter of fact, 
this important industry should have 
been grouped together wi th certain 
other specified industries in whose 
cases the rate of Development Rebate 
has been enhanced from the present 
20 to 25% wi th effect from 1st Apr i l , 
1965, 

Levy of 10 Per Cent Duty 

Added to all the adverse factors 
mentioned above, the recent levy of 10 
per cent: regulatory duty on imports 
wi l l very much affect the working of 
the mills. I t w i l l considerably rais? 
the cost of machinery required for 
modernisation and expansion, foreign 
cotton, stores, colours and chemicals. 
As it is, the Textile Industry has been 

' facing severe competition in export 
markets owing to high prices of cot
ton which have been ruling above the 
world parity and the very high cost 
of labour, machinery and other mate
rials. Cheap and sustained supplies of 
cotton and the availability of modem 
machinery at reasonable prices, among 
other factors, only can help the indus
try to successfully compete in the 
foreign markets. The new additional 
import duty, however, it is feared, wi l l 
rule out all the chances for the indus
try to gain the competitive strength in 
the world markets. 

The sudden impost of this additional 
levy has resulted in considerable losses 
in the sales made in the foreign mar
kets. The compensatory benefits that 
would accrue to the exporting mills on 
account of import incentives had been 
duly taken into account while effecting 
sales for exports at highly sacrificial 
prices. The payment of extra 10 per 
cent duties on the imported material 
against the import incentives earned 
through these exports have upset all 
the original calculations and have 
ultimately turned the marginal profits 
into losses. 

This drastic measure is also 'Self-
defeating inasmuch as the Govern
ment is otherwise intent on taking 
suitable measures to check inflation 
and to bring down prices while the 
added levy can only result in increas
ing the cost all round. I only hope 
the Government w i l l repeal it at the 
earliest opportunity. 

Drawbacks 
The Government is intent on boost

ing the exports and is making all 
efforts by introducing several Export 
Promotion Schemes. It is, however, 
necessary to see that the exporters are 
enabled to cash the compensatory 
benefits without undue delay. The pro
cedure of fixing up the quantum of 
draw-back rates has been made so very 
rigid and complicated that inordinate 
delay is caused in enabling the manu
facturer exporters to obtain their dues 
which in some cases are pending since 
1963. Effective steps should, therefore, 
be taken by the Government to re
move these handicaps for the exporters. 

Stock Accumulations 
The recent steep increase in the 

bank rate has resulted in making the 
industrial borrowings very costly. Cloth 
and yarn markets have become dull 
and there have been heavy accumula
tions of stocks with the mills owing 
to considerably reduced offtake follow 
ing the acute stringency in the money 
market consequent on the curbs on 
credit. 

As against the stock of 209,800 
bales of cloth at the end of February. 
1 964, there was a stock of as many as 
381,000 bales at (he end of A p r i l . The 
yarn stock was 85.900 bales at the 
enc] of February. 1964, and it increas
ed to 149,100 bales at the end of 
Apr i l . 

Bonus 
In response to the Appeal made by 

the Chief Minister of Maharashtra, 
bonus was paid on account for the 
year 1963 in October, 1964, calculated 
at the rate, of 4 per cent of the con
solidated wages pending final adjust
ment in this behalf at a later date. 
The payment of minimum bonus of 
4 per cent of the consolidated wager? 
in the bonus formula as suggested by 
the Bonus Commission and accepted 
by the Government, even in cases 
where the establishments do not make 
any profit or even incur losses, was 
opposed by the employers' represen
tatives as it is tantamount to a straight 
increase in wages 

1011 



June 19, 1965 T H E E C O N O M I C W E E K L Y 

Besides, the minimum of 4 per cent 
of the consolidated wages in fact 
works out to over 10 per cent of the 
basic wages which formed the basis 
of payment hitherto. It is beyond all 
canons of justice to force such ex
cessive obligatory payments on com
panies even when they have incurred 
losses and there is absolutely no jus
tification for saddling the companies 
wi th additional losses especially when 
some of them may be suffering from . 
continuous losses far a number of 
years and may only be struggling for 
survival. Such arbitrary imposition of 
payment of bonus is even beyond the 
terms of reference given to the Bonus 
Commission, 

The provision for guaranteeing the 
existing benefits of bonus wherever 
They were higher than what is pro
vided under the formula suggested by 
the Bonus Commission, resulting from 
the persistent representations on be-
half of the labour is also not fair to 
the employers and i t w i l l only create 
a number of complications and indus
trial disputes wi th the result that the 
very purpose for which the Bonus 
Commission was appointed wi l l hardly 
be served. 

In this context, the reported objec
tions raised by the Law Minis t ry on 
these two important features of the 
bonus formulas were highly significant. 
The Law Minis t ry was reported to 
have pointed out that the provision 
for the payment of a minimum bonus 
ran counter to the provisions of the 
Constitution relating to fundamental 
rights and the provision guaranteeing 
existing benefits would be discrimina
tory. 

Inspite of these and the most rea
sonable pleas of the employers' organ
isations to make realistic modifica
tions, the Government ultimately chose 
to promulgate an ordinance on the 
31st of last month for payment of 
bonus including the above benefits 
and thus the Parliament and the pub
lic have been presented wi th a fait 
accompli, no scope being left to them 
to have a free and frank, discussion 
on a vital economic issue like this. 

Restrictive Policy 

1 have referred to the continuously 
mounting cost of wages, social benefits 
and fringe benefits to workers. Cotton 
prices are going up every year as also 
of stores, colours and chemicals. In 
the background of these unceasing 
and relentless increases all round the 
fresh levies like the Bombay Munic i 

pal Octroi , the proposed exorbitant 
rates of inspection fees made payable 
compulsorily by mills on all cloth pro
duced by them, wi th effect from March 
1965, etc may only prove the last 
straw on the earners back and it Is, 
therefore, essential to cry a halt to a l l 
these factors leading to increased cost 
and the levy of fresh imposts day after 
day. I am constrained to say that this 
industry is being treated like the pro
verbial mi lch cow and if the powers-
that-be do not take the remedial mea
sures in time, they w i l l soon k i l l the 
hen that lays the golden eggs. 

As you all know money market at 
the present is very tight and credit 
for trading is not readily available. 
The object behind the policy of a curb 
on credits was perhaps to reduce the 
holding power of traders wi th a view 
to bringing down the prices. It :s, 
however, apprehended that such strin
gency in the money market instead of 
helping to bring down the prices, 
would tend to affect adversely the 
production in the mills and also to 
increase the production costs for ob
vious reasons. 

It is apparent that the Government 
is increasingly spending huge sums of 
money on defence and planned pro-
grammes of development thereby put
t ing larger and larger amounts of 
money in circulation. Retardation of 
production of consumer goods at the 
same time due to ill-conceived restric
tive policies, w i l l only serve to further 
aggravate the scarcity of essential 
goods like cotton fabrics on the one 
hand and intensify the pressure of in
flation on the other. 

The absence of any provision for 
more flexibility in the fixation of cot
ton cloth prices has been also a great 
deterrent factor. If no latitude is oi l -
owed to the cotton textile industry to 
make adjustment in prices of controll
ed cloth varieties to recover the rising 
cost of production and raw materials, 
it is bound to have great adverse 
effects on the production of all cotton 
mills. In fact, due to the restrictive 
policy of the Government, mills are 
forced to produce inferior varieties of 
cloth for which there is rather l imited 
market and restrict the production of 
better quality fabrics which are usually 
in great demand. As a result, the 
stocks of inferior varieties of cloth 
are mounting up. These are the reverse 
of what controls were designed to 
achieve. 

1, therefore, fervently hope that the 
Government w i l l take a more realis

tic view of the serious; situation in 
which the mills are now placed and 
w i l l relax the present restrictions, 
which I am sure, would have the effect of 
encouraging production, particularly of 
quality goods, and thereby bringing 
prices down to a reasonable level. 

Other Adverse Conditions 

On account of acute shortage of 
water, processing works are being 
hampered very badly. 

It is regrettable that in addition to 
the various handicaps under which 
the industry is working, we have 
been asked to curtail our production 
by about 16% owing to power 
shortage, This w i l l mean closure of 
oud mills once a week apart from the 
usual holidays. It is inconceivable that 
in this modern world , we are forced 
to cut out production due to shortage 
of electricity. 

Leather Cloth Division 

Inspite of our difficulties in secur
ing adequate quantities of basic raw 
materials, we have been able to i n -
crease our production of Leather Cloth 
by about 70%. Owing to the restric
tions on the import licences, indigen
ous raw materials had to be used in 
increased quantities at more than 
double the prices of the imported 
stuff which has adversely affected the 
earning capacity of this Division. 

Modernisation and Renovation 

During the period under review, the 
implementation of the Company's 
modernisation programme has proceed
ed apace by the installation of new 
machinery valued at Rs 10.65 lacs. 
Further orders for new machinery 
costing Rs 12½ lacs have already been 
placed and some of them are due to 
be received in the current year. 

In the Finishing Section, the Com
pany has placed order for a Shrinking 
Range wi th Felt Calender which w i l l 
enable the Company to cater to the 
market requirements of particular 
types of finishes which are very much 
in demand. The Company has now 
also provided for the finishing of Tery-
cotton fabrics and special equipment 
for finishing and dyeing of these fabrics 
which was ordered earlier is now 
under installation. 

Note This does not purport to be a 
record of the proceedings of the 
Annual General Meeting. 

1012 


