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The Elphinstone Spg. & Wvg. Mills Co. Ltd. 
Speech of the Chairman, Shri N K Jalan 

T HE following is the Speech of 
Shri N K Jalan, Chairman, The 

Elphinstone Spg & Wvg Mills Co Ltd, 
delivered at the Annual General Meet
ing of the Shareholders of the Com
pany held on June 25, 1964; 

GENTLEMEN, 

It gives me great pleasure to wel
come you all to this Fortyfifth An
nual General Meeting of the Compa
ny, and with your permission I shall 
take the Report and Accounts for the 
year 1963, which have been in your 
hands for some time now, as read. 

We are meeting under the shadow 
of the greatest catastrophe that has 
fallen on the country in the loss of 
our beloved Prime Minister, Pandit 
Jawaharlal Nehru, who was the jewel 
of India and the guiding star of the 
country's destiny for a pretty long 
period. He had been a source of 
great strength to the country and the 
loss of the nation in his sudden de
mise is irreparable. He was the archi
tect of the modern industrial India in 
that the progress of economic deve
lopment of the nation can be directly 
attributed to him. The people will 
remember him for giving more than 
anything else, the most stable Govern
ment to the nation and laying sound 
foundations for establishing the largest 
democracy in the world. It was he 
who strove hard through his life to 
further the cause of peace in the 
world and no doubt he will go down 
in history as one of the wisest among 
the senior statesmen and leaders de
voted to the advancement of human 
civilisation. 

The choice of a successor has 
fallen very wisely and unani
mously on Shri Lal Bahadur Shas-
t r i who is known for his quiet dispo
sition, moderation, integrity, tolerance, 
mature judgment, yet dynamic ability 
and a flair for finding solutions to the 
most complicated problems. Shri Shas-
tri has always identified himself with 
the hopes and aspirations of the peo
ple. I am sure, his election would 
ensure political stability in the country 
and he wi l l have the enthusiastic and 
whole-hearted support of the entire 
nation. His unanimous election as our 
leader goes to prove that the teachings 
of Mahatma Gandhi and Jawaharlal 
Nehru for taking united action in 

times of emergency have been faith
fully pursued. 

Coming to the affairs of the Com
pany for the year under review, the 
gross trading profit was Rs 29,07,662/-. 
The working results of the year, I 
hope, will be considered satisfactory 
especially in the light of higher costs 
on all counts and low realisation. 

Taxable dividend on ordinary shares 
has been proposed at 18%, same as for 
the last year. 

Production of Cloth 
There has been no improvement in 

the output of Cotton Textile Industry 
during the past few years. Production 
of cloth during the year under review 
was only 4837 million yards as against 
4987 and 5142 million yards during 
1962 and 1961 respectively. The ex
isting units were not ordinarily allow
ed to increase their capacity and the 
Government was banking more on the 
powerloom production. The unecono
mic cost of production also proved a 
positive deterrent to the increased out
put in the mill sector. 

It is, however, a happy augury that 
the Government has at long last re
cognised the necessity of allowing the 
existing units to increase their capaci
ty and with this end in view has al
lowed extension of 71% in spinning 
and 10% in looms. 

Cotton 
There was a record production of 

home-grown cotton since independence 
during 1962-63 season, the total yield 
turning out to be us much as 57 lacs 
bales. The crop in 1963-64 is expected 
to be still better and the outturn is 
likely to be in the region of 60 lacs 
bales. Still, however, there is a very 
great need for raising the production 
of cotton to meet the ever expanding 
demand of the Cotton Textile Industry 
and further so on account of the ex
pansion of capacity permitted by the 
Government — but the results achiev
ed so far in this direction are far from 
satisfactory. In spite of the fact that 
the ceiling prices for 1962-63 season 
crop and the floor prices for 1963-64 
season were substantially raised, mills 
were not in a position to procure cot
ton to the extent required by them 
and at reasonable prices. It is strongly 
urged that the traditional methods 

of farming should be discarded and 
scientific methods of cultivation be 
developed and adopted to improve the 
productivity. Incidentally it may be 
noted that production in India is still 
the lowest compared with other prin
cipal cotton producing countries of 
the world. 

In order to arrest the heavy drain 
on the country's valuable foreign ex
change resources, as a result of im
portation of long staple cotton, it is 
necessary to take some decisive steps 
to increase the cultivation of this qua
lity inside the country. 

I t wil l also be necessary to arrange 
for the imports of cotton on a syste
matic basis for the production of finer 
fabrics to make good the shortfall in 
the domestic production and to avert 
any consequences of possible cloth 
shortage. 

Cloth Exports 
Although our country was able to 

export a total of 534 million yards of 
cloth in 1963 as against only 508 mil
lion yards in 1962 — thanks to the 
industry's compulsory export obliga
tion scheme — the country's export 
performance cannot be said to be sa
tisfactory being much below the ex
port target of 850 million yards. Your 
mills were able to export approximate
ly 15% of the production of the year 
as against about 14% in the preceding 
year. 

Bonus 
Bonus for the year 1962 was paid 

in December 1963 at the rate of 25% 
of the basic earnings of the staff and 
workers which was at the maximum 
rate under the Agreement arrived at 
between the Millowners' Association 
and the Rashtriya M i l l Mazdoor 
Sangh. 

Bonus Commission has already sub
mitted its recommendations to the 
Government long back and it is still 
under the consideration of the Govern
ment. The main defect of the formu
la as suggested by the Bonus Com
mission lies in that the payment of 
bonus is made to be absolutely unre
lated to performance and not in any 
way linked with the quality and quan
tity of work that the worker puts in. 
In other progressive countries such 
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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
tal 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 state 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 will 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. 
I t 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-cost 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 but 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 date machines in this divi
sion and have also intoduced 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 mi l l industry to meet 
its expansion and rehabilitation re
quirements in the next few years. 
Unti l , 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 mill 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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