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Cotton Market 

Cotton Mi l l Profits 
O O K I N G at the balance sheets 

of various cotton textile com
panies and going deep into the 
speeches of the Chairmen, one 
often feds that while the percent
age of profit is fast receding from 
the "profiteering" level, actual 
losses have hardly been sustained 
any where. In fact, the prices of ex
ported and exportable textiles be
ing free, some of the efficient units 
must be making fairly good profits 
at the moment. To some extent, the 
tax relief granted by the Govern
ment of India is also cushioning the 
fall in incomes. 

If the local piecegoods market 
reports are to be relied upon, many 
in the producing distributing lines 
are obviously making good profits. 
Premia on ex-mill prices are almost 
the order of the day, although the 
rates of premium have of late fallen 
a l i t t le. Shirtings, for instance, 
which were reported to have soared 
to a 45 per cent premium over the 
ex-mill prices now command a pre
mium of a modest 30 per cent. 
M u l m u l and voiles are being bought 
and sold at a premium of 10 to 15 
per cent. Drills and gins are mostly 
not available. 

As regards the mi l l quota of 
33.1/3 per cent of production, 
which is allowed to be distributed 
through normal trade channels, 
"most of the mills," it is freely sug
gested, "pass on the quotas to their 
friends or relatives who stand to 
gain in back-door dealings." 

In short, so far as the freedom to 
distribute one-third of any units 
production is concerned, there is yet 
a good amount of attraction left in 
converting raw cotton into cloth ! 

In the case of cloth produced for 
exports, the profit incentive is defi
nitely of a higher degree. 

But profit earned through subter
fuge and the very availability of it 
may lead one to an altogether dif
ferent conclusion. It means that the 
ex-mill prices for cloth, fixed by the 
Government, are not realistic. Or , 
alternatively, i t may mean that the 
export tap must be closed if it has 

created conditions of scarcity in res
pect of certain styles which are in 
great demand at home. 

Yet the problem of the degree of 
profitability in the conversion of 
raw cotton into textiles remains 
satisfactorily to be answered. 
Thanks to the address delivered by 
the Chairman of Sreenivas Cotton 
Mills L t d . , at the annual general 
meeting, one can get a fair idea of 
the profits which various textile 
manufacturing companies made in 
1949 as compared wi th 1948. 

So far as the Sreenivas Mil ls it
self is concerned, the profits in 1949 
dropped by about 30 per cent as 
compared wi th 1948, while in the 
case of some of the best mills, they 
registered a drop of more than 50 
to 60 per cent as compared wi th the 
previous year. In the case of a 
modest but popular mi l l in Rom bay, 
the profits have been hardly 10 per 
cent lower than last year. 

The 1950 accounts,, however, may 
relate a different story altogether. 
While those mills which produce 
for exports may show relatively 
higher profits, the units which 
manufacture goods mainly to cater 
to the home market are quite likely 

to show a further fall in profits. I n 
efficient units may even show a 
loss. 

When the question of revising 
prices arises next June, all the fac
tors that go to make up manufac
tur ing costs shall have to be care
fully scrutinised wi th a view to en
suring continuity of production at 
least in respect of such units which 
produce only for the home market. 

Arises the question of control. 
W i l l decontrol help matters? W i l l 
decontrol strike a balance between 
costs and prices? The question has 
been convincingly answered by the 
Chairman of the Sreenivas Mills 
L t d . He says: 

"The question of controls is 
now under review at the highest 
level. I can only say that com
plete decontrol of textiles at this 
stage may again lead to an un
healthy rise in prices since the 
present fal l ing production cannot 
cope w i th the demand of home 
and export markets." 
The Chairman, however, has 

proposed distribution through the 
normal trade channels w i th a view 
to ensuring "efficiency and prompt
ness in the various stages of hand
l ing ." Such controls only which are 
hampering production and distribu
t ion, in his view, should go. I am 
just passing on his .views for what 
they are worth . 
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The plans to raise cotton acreage 
during the oncoming season arc 
being quickly given effect to. Thus, 
for instance, Madras is raising her 
cotton acreage by 657,000 acres 
through mixed cropping of cotton 
w i t h groundnut, chillies, and other 
food crops. Hyderabad also is put
t ing an additional acreage under 
cotton of 600,000 acres. The 
Madhya Pradesh Government are 
devoting (additional 365,000 acres to 
cotton and have offered takavi 
loans to farmers in the cotton-grow
ing districts. The East Punjab Gov
ernment have decided to grow more 
cotton, even if it involves a reduc
tion in the food-grains acreage. The 
Ut ta r Pradesh Government have 
decided to divert 56,000 acres of 
land from under Khar i f foodgrains 
to the production of cotton. 

A l l told this would bring about 
an additional crop of about 800,000 
bales in 1950-51. Provided the wea
ther is favourable, so much addition 
to the country's home supplies 
would mean a saving of about Rs. 
40 to 50 crores in the country's for
eign exchange resources. If the at
tendant reduction in food crop 
mean levelling up of food imports 
by 500,000 tons, the total food b i l l , 
so far as foodgrain imports are con
cerned, w i l l at its worst be equal to 
that of last year. Hence it appears 
that the risk of growing more cot
ton is worth taking. 

The Government of India have 
licensed imports of 357,000 bales of 
US long staple cotton and 42487 
bales of short staples up to May 23, 
1950. Actual arrivals of these cot
tons to date have been 187,370 
bales and 2,750 bales respectively. 
Of the total quantity of American 
cotton imported so far, the percent
age shares of Bombay, Ahmedabad 
and South Indian mills have been 
70, 21 and 7 respectively in respect 
of long staples and 4.5, 1 and 94.5 
respectively in respect of short 
staples. 

More cotton is coming. Arrivals 
of East African cotton have also 
been satisfactory. About 60,295 
bales of Uganda's crop bought 
under the bulk-purchase agreement 
have already been shipped to 
Bombay. 

The supply would be augmented 
by another 150,000 bales if nego
tiations w i t h Pakistan fructify. As 

latest Karachi reports point out, 
cotton stocks accumulated at the 
Karachi Port amount to 355,000 
bales, compared w i t h 155,000 bales 
last year. In fact, India has been 
insisting for old Sind N . T . supplies 
at Rs. 1,070 per candy. Since Pakis
tan has an overlarge surplus of un
sold cotton in the absence of de
mand from the U . K . or the conti
nent, there is l i t t le doubt that this 
cotton wi l l find a natural outlet to 
India, provided Pakistan's polities 
does not come in the way. 

One can state it on the authority 
of M r . T. B. Dalai , Director of 
Cotton, Government of India, that 
w i th this year's scheduled imports 
of 12 lakh bales of foreign cotton 
and wi th India's production prov
ing to be about 70 per cent of 
India's total requirements, the over

all supply situation cannot but be 
considered as satisfactory. 

The Bombay Cot ton Market 
(forward section) remains closed. 
Something had to be done, how
ever, regarding the forward con
tract, namely, L C . C . May 1950. 
This contract finally ran out on 
May 25 last. Not a single bale was 
tendered against it for obvious rea
sons. The penalty clause in respect 
of non-tendering cotton was dis
pensed wi th . The Board of the 
E.LC.A. took the decision to extin
guish all outstanding contracts in 
all the positions at Rs. 620 and 
settlement was completed on May 
10. Thus, the current season's 
Jarilla M a y and subsequent con
tracts have expired almost un-
lamentcd and unsung. 
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