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IHAVE pleasure in welcoming 
you to the Nineteenth Annual 

General Meeting of the Company. 
The Directors' Report and Audited 
Statement of Accounts have been in 
your hands for some time past, and, 
with your consent, I take the same 
as read. 

We are meeting today under the 
shadow of a great national loss by 
the sudden passing away of our be
loved Prime Minister Shri Jawaharlal 
Nehru on 27th May, 1964. In him 
our country has lost a jewel, a noble 
image of the aspirations of India's 
teeming millions and a great soul who 
lived and laboured for the better
ment of the country, nay, the whole 
world. The best memorial to the de
parted leader and architect of mod
ern India is to work for fulfilment 
of his dream of a peaceful, prospe
rous and united India. 

The working results of your Com
pany for the year under review have 
shown definite improvement over the 
previous year. The improvement in 
earnings as indicated in the Directors' 
Report, is due to satisfactory work
ing of both the Cement and Asbestos 
Products Divisions. Recently, the two 
lakh tonnes expansion plant in the 
Cement Division has commenced pro
duction from November 1963. As 
such the working for the current 
year may be expected to show better 
performance. 

Your Directors have approached the 
Government for grant of an industrial 
licence for additional two lakh tonnes 
expansion and I have no doubt, if the 
Government sanctions adequate foreign 
exchange and gives us the import 
licence for import of certain essential 
portion of the plant and equipments, 
the new capacity of two lakh tonnes 
may be expected to be achieved by 
1965. 

The Company has taken up in hand 
the construction of deep water jetty 
at Sikka Port which would link the 
Factory by ropeway and provide for 
direct loading of steamers. The Com
pany is grateful to the Gujarat Gov
ernment for having agreed to allow 
some concession in wharfage for a 
period of 10 years in respect of car
go cleared from the proposed deep 
water jetty. 

We have also approached the Gov
ernment for an industrial licence to 

expand the capacity of our Asbestos 
Products Division by another 40,000 
tonnes per year for manufacturing 
asbestos cement sheets and pressure 
pipes. 

The Company has very recently eff
ected two shipments of asbestos 
cement sheets and pressure pipes to 
Iran and Pakistan. An agreement has 
also been made with International 
Johns Manville Corporation of Beirut, 
the associates of Johns Manville Cor
poration, New York, our collaborators, 
to promote the sales of asbestos 
cement products of your Company in 
the Middle-East and African coun
tries. 

Progress of the Industry 
As you are aware, the rise in de

mand has far outstripped the rise in 
the output of cement. There is anxiety 
on the part of the Government as 
well as of the industry that the pro
duction should be increased substan
tially, but the reasons for the slow 
growth of the industry have to be 
looked into. The cost of production 
is going up continuously and unless 
an appropriate rise in the price is 
given, savings in the hands of the 
manufacturers are not adequate to 
embark upon any programme of ex
pansion involving heavy capital cost. 
Unless therefore the necessary favour
able circumstances by which the in
dustry can find the required capital 
outlay are created, it wil l be very 
difficult to bring about any appro
priate increase in production capacity. 

Another major factor coming in the 
way of the rapid growth of the Cem
ent Industry is the limited availability 
of foreign exchange to the Industry. 
Deliveries of indigenous machinery, I 
understand are very long and therefore 
it takes several years before any new 
cement project or expansion of any 
old unit can be brought into produc
tion. In the interest, therefore, of 
speedier development of the Industry, 
it is desirable to allow some relaxa
tion in the matter of foreign exchange 
for importing cement plant and equip
ments which wil l enable an accelerated 
rate of development programme as 
envisaged under the Five Year Plans. 

The Industry has been constantly 
pleading for laying down of a definite 
formula or a basis for giving effect 
to automatic escalation clause as re

commended by the Tariff Commission 
to facilitate immediate effect being 
given to increase in specified items of 
cost without undue delay. The deve
lopment of the Industry depends 
mainly on the return available to the 
Industry and the imperative need to 
assure proper return to the Industry 
to accelerate its development activi
ties is amply revealed by no less a 
person than the Deputy Chairman of 
the Planning Commission, Shri Asoka 
Mehta, in his following remarks: 

' ' I t is obvious that the country 
needs both a high rate of investment 
and a high enough rate of profit on 
the investment made. Adequate mar
gins of profits will enable us to make 
larger inputs. In the modern sectors 
of our economy, including those pu
blicly owned and operated, a 10 per 
cent rate of return has to be insisted 
upon. If a particular service or com
modity has to be provided at lower 
than the full economic rate, it has to 
be through the provision of a subsidy." 

Subsidy for Coal Moved by 
Sea-cum-Rail Route 

As you are aware, the Government 
had introduced compulsory movement 
of coal by sea-cum-rail route for large 
consumers situated on Western and 
Southern coasts from Apri l 1962 to 
relieve the strain on the Railways and 
to provide additional traffic for coastal 
shipping on the specific assurance 
that the extra cost involved in this 
movement would be met by grant of 
adequate subsidy. Pursuant to this ar
rangement, your Company has been 
receiving a large part of its require
ments of coal by sea route. The 
scheme for payment of subsidy, in 
first instance, did not function for 
about a year and large amounts were 
involved in arrears. Subsequently, 
another scheme was evolved by the 
Government to make fixed payment 
of subsidy for specific ports. This 
subsidy falls short in the case of your 
Company by Rs 4 to Rs 5 per tonne 
and involves a considerable loss over 
the quantity moved so far. We have 
been repeatedly representing this mat
ter to the Government but it is re
gretted that necessary decision from 
the department is still not forthcoming. 

Switch Over to Oil Firing 
Some time back, the Government of 

India introduced compulsory switch-
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payment is directly related to produc
tivity. Besides, the recommendations 
are calculated to especially hit the 
Cotton Textile Industry inasmuch as 
the special requirements of rehabilita
tion of this industry would not consti
tute a prior charge for the calculation 
of bonus under the formula. 

It is paradoxical to find that the 
Bonus Commission has not allowed any 
amount for rehabilitation as a prior 
charge for computation of bonus as 
also the development rebate and sur
tax. The return at 7% on capital and 
4% on reserve used as working capi
ta! is much low in the present financial 
condition of the market. Preference 
shares give a return of 9½ to 10% 
Even debentures give a return of 7½%. 
The semi-Government loans fetch a 
return of 4¼. In such a slate of 
market, it is ill-conceived to determine 
a return of 4% on reserve and 7% on 
capital, while providing nothing for 
rehabilitation. 

In the Textile Industry a Rehabili
tation Enquiry Commission was set up 
to enquire into the life of the machin
ery and the amount of money required 
for rehabilitation. The amount so 
determined was colossal to wit Rs 66.4 
crores. If no allowance is considered 
for rehabilitation, how, at a time when 
the costs of plant and machinery are 
going up every day, it wil l be possible 
to rehabilitate such an old industry. 

Rising Cost 
In the last few years i had occasion 

to refer to the continuously increasing 
cost of production of this industry. 
The pressure of higher cost has exerted 
itself in ail directions. The prices of 
cotton have gone up sharply. The 
wage bill of the industry has also gone 
up considerably as a result of the steep 
increase in the Dearness Allowance and 
the increments in the basic wages of 
the workers awarded in the years 1960 
and 1962. Social costs have risen 
considerably. Employers' contribution 
to the health insurance scheme of the 
workers and to the Provident Fund 
have been raised. Fringe benefits for 
workers have been enhanced substan
tially by the grant of extra casual and 
privilege leave with wages. Prices of 
stores, colours and chemicals have also 
increased. Various new Central, State 
and Municipal taxes have been impos
ed on the Bombay cotton mill indus
try since 1960. 

As against, this relentless and con
tinuous increase in the manufacturing 
expenses on all counts, the mill cloth 
prices have been pegged to the same 

since Jannuary 1961 when the volun-
tary price control system was adopted 
by the industry by way of its contri
bution to the stabilisation of prices. 
It wil l , however, be clearly seen that 
the old formula of fixing the prices of 
cloth as applied in 1961 has complete
ly outlived its utility and thus needs 
immediate reorientation. 

This price-and-eost inflation has be
come an institutional feature of our 
economy and unless positive steps are 
taken to check the upward thrust of 
prices and the prices of cloth are al
lowed to be suitably revised, it would 
in due course become more and more 
difficult for mills to face the competi
tion in overseas markets and even to 
operate on a profitable basis. 

Provisions of Last Budget 
The Finance Act, 1964, has placed 

several fresh burdens on the corporate 
sector. 

I would especially like to refer to 
the dividend tax which has sought to 
curb not only excessive bur any distri
bution by companies by way of divi
dends on risk capital. This is not 
reasonable and I would at least urge 
for a minimum tax exemption for di
vidends on equity capital. The inci
dence would act as a deterrent to com
panies declaring even normal dividends 
and the provisions would therefore 
come in the way of savings and invest
ments. The Companies (Profits) Sur
tax, replacing Super Profits Tax, with 
dividend tax and the bonus tax 
would together place a heavy burden 
on companies. It is also urged that the 
Cotton Textile Industry of the country 
which is facing a mighty problem of 
modernisation and expansion should be 
brought within the purview of the 
specified industries to be entitled to 
the rebate of super-tax like other spe
cified industries. 

Leather Cloth Division 

The working of this division was 
hampered considerably during the year 
under review owing to acute shortage 
of basic raw materials. And although 
in the latter part of the year the re
quired raw materials could be procured 
from indigenous manufacturers, these 
were available only in restricted quan
tities and besides, the quality was not 
uniform with the result that the quali
ty of the finished products could not 
come up to the required standards. 
During the current year, however, we 
have installed one of the most modern 
and up to dale machines in this divi
sion and have also intodticed Foam 
PVC and Profile Jet qualities. A l l 
these are expected to produce leather 

cloth of very high quality and new 
varieties apart from improving the ex
isting quality of products, We have 
also been availing the services of for
eign technical consultants to advise us 
on the latest techniques in the filed of 
leather cloth manufacture. 

Expansion 

You might have observed from the 
Director's Report that the Cotton Tex
tile Loan Advisory Committee has re
commended for an additional loan of 
Rs 37 lacs to the Company from the 
National Industrial Development Cor
poration Ltd., for the purpose of equip
ping the Company's Moon Mills unit 
with the latest types of spinning and 
other machinery. We are now trying 
to finalise negotiation for placement of 
orders for this Unit. 

Modernisation and Renovation 

In spite of the various difficulties 
confronting the working as enume
rated in the preceding paragraphs, the 
management has been continuously 
putting all its efforts to rationalise, 
modernise and increase the efficiency 
all round to enable us to look forward 
to the future with optimism. 

In accordance with this policy, se~ 
veral useful items of machinery va
lued at about Rs 15 lacs were installed 
in the various departments during the 
year under review in addition to the 
amount spent towards extension of 
factory buildings. 

The Company's equipment of Auto
matic Looms has steadily increased 
thereby improving the quality of its 
cloth production and its capacity to 
export its goods. 

In this context, I would like to point 
out that the machinery available from 
indigenous sources are not sufficient 
for the cotton mill industry to meet 
its expansion and rehabilitation re
quirements in the next few years. 
Until , however, the capacity of the in
digenous industry is expanded suffici
ently to enable it to make prompt 
deliveries, the Government should 
allow liberally some imports of textile 
machinery, especially ring frames and 
carding engines etc., even though such 
import entails foreign exchange spend
ing. Since several aid-giving countries 
are reported to have agreed to make 
available to India untied credits, a 
part of it should be allotted to the 
cotton mil l industry for importation of 
the badly needed items of machinery. 

Note: This does not purpot to be a re
cord of the proceedings of the 
Annual General Meeting. 
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over to use of oil from coal in the case 
of cement factories situated in the Sou
thern and Western parts of India and 
again assured that reasonable increase 
in ex-works price of cement would be 
allowed to compensate for the extra 
cost involved in the use of furnace oil. 
Although we have partly switched 
over to oil tiring since September 1963 
and have been making representations 
to the Government of India for allow
ing the revision in price of cement on 
this account, yet it appears here again, 
that adequate compensation may not be 
allowed and the same may fall short 
of the extra cost involved. This ob
viously has involved us in incurring 
capital expenditure in the installation 
of oil firing equipment. 

Cement Corporation 
I may refer to the Cement Corpora

tion proposed to be formed by the 
Government. I hope the Corporation 

will be a source of assistance to the 
industry in conducting surveys of raw 
material availability, preparing pro
ject reports, helping promotional acti
vities by financial assistance and re
viewing, from time to time, the handi
caps being faced by the industry and 
advising remedial measures to ensure 
better working and expansion of exist
ing units and formation of new com
panies. 

In closing, I am happy to report 
that the relations between the mana
gement and the employees of the com
pany continue to be cordial and 
satisfactory. It gives me pleasure to 
convey, on behalf of us all, our ap
preciation of the services rendered to 
the company by the employees. 

N.B. This does not purpot to be the 
report of the proceedings of 
the Annual General Meeting. 

Business Notes 

Tata Group of Mills 
T H E profits of Ahmedabad Ad van 

ce and Tata Mills suffered fur 
ther setbacks during 1963. Ahmedabad 
Advance's profits fell sharply from Rs 
13.38 lakhs to Rs 2.73 lakhs while 
Tata's were slightly lower at Rs 12.74 
lakhs compared with Rs 13.81 lakhs. 
Svadeshi's profits, on the contrary, 
were higher at Rs 26.63 lakhs as 
against Rs 17.09 lakhs. The fall in 
profits in the first two cases is attri
buted to increased costs of production 
without a corresponding increase in 

the selling price of cloth. The favour 
able results of Svadeshi were due to 
the remunerative sales of better qua 
lily cloth. The Chairman, Shri N H 
Tata is of the opinion that in the cir
cumstances prevailing, the only way to 
maintain or increase profits was to ra
tionalise production and effect econo
mies in costs. 

Cotton prices were high during the 
year. There was, besides, scramble 
for good staple cotton. Consumption 
of cotton amounted to 39 per cent of 

the total cost of production in Ahmeda
bad Advance and 42 per cent in the case 
of Tata Mills and Svadeshi Mills. Shri 
Tata has emphasised the need for con
certed attempts to increase the acreage 
yield of Indian cotton. Secondly, em
ployees' pay packets and benefits have 
increased as a result of the stepping 
up of dearness allowance, the number 
of holidays and the employer's contri
bution to Provident Fund and State 
Insurance Fund. As against this, la
bour productivity has not increased to 
arrest inflationary trends. Shri Tata 
has quoted figures to show that wage 
costs in India were higher than in Eu
rope by 60 per cent for spinning and 
by 33 per cent for weaving. Other 
factors which accounted for the re
duced profits, according to the Chair
man, are higher duties on import of 
plant, machinery and stores and rise 
in power costs. 

Shri Tata has expressed himself 
against the continuance of the Volun
tary Price Regulation Scheme. The 
alternative is to reduce the cost of 
production by rationalising production 
by the import of new plant and ma
chinery, expansion of installed capaci
ties and cutting down operational 
costs. Shri Tata is critical of the role 
of the unregistered power looms sec 
tor which employs all ingenious me 
thods to avoid central excise duties and 
sales tax and competes unfairly with 
the organised mill sector. 

The table below will highlight the 
financial results of the three companies 
in 1963 and 1962. 

On account of the steep fall in pro 
tits in the case of Ahmedabad Ad van 
ce. the Directors have transferred a 
sum of Rs 3 lakhs from General Re
serve to Dividend Reserve to declare 
a dividend of Rs 10 per ordinary 
share. The Mills have installed new 
plant and machinery of the value of 
Rs 23 lakhs, and have put into opera
tion 52 automatic looms during the 
year. As renovation and rehabilitation 
of the Mills are proceeding apace the 
Company needs additional finance and 
for this purpose, and also tor the pur 
pose of correcting the present imba
lance between share capital and the 
block account. The Directors intend 
to issue rights shares as well as free 
bonus shares. 

Tata Mills have installed Rs 29 
lakhs worth of new plant and machin
ery during the year. The Directors of 
Tata Mills have decided to raise the 
paid up capital to bring it in line 
with the block account. Svadeshi 
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