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ER R A TA

Reference For Read

I 15th line from  top Governm tnt Government

1 10th line from  bottom . 171 1969-70 171 in 1969-70

6 5th line from  bottom harvest o f 
producer.

harvcstation.. ..

7 10th line from  bottom wit htho with the

11 12th line from  top Pakistani Pakistan

14 15th line from  bottom 1976. 1976,

21 first figure in the third column 
in the table

667,74 667.74

21 item (d) in the tabic confirmed confirmed. -
22 2nd line from  top 31-8-1978 31-8-1979
22 9th line from  bottom and U .S. and at U.S.
23 5th line from  top pricc prices
26 9th line from  top country coimtry.
30 6th colum n in the table tot tal production to total production
36 7th line from  top correct correct.
38 first figure in the third coluinn 1,49,303 1,49,503
41 7th line from  top to advice to advise

2nd line from  bottom Ujjain. Ujjain. ,
48 lOth line from  bottom 9.06 9.04
49 15th line from  bottom seeds seed
50 7th line from  top contct content
50 16th line from  bottom if it
65 4th figure in col. 7 o f  the 

table
2,551,15 2,551.15

69 last figure in colum n 10 o f .  19,80073 
the table

19,800.73

74 11 th line from  top onbuyers’ account,, on bujcrs’ account,
85 13th line from  the bottom 20.19^ lakhs 20,194 lakhs
97 column 5 o f  th ; Annexure col. 1 to 4 col. 2 to 4
99 3rd line (Quantity Quintals) (Quantity in

S/t5 C  & AG/81
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PREFATORY REMARKS

A lel'crcncc is invital to paragraph 5 of the Prefatory Remarks 
coutaiiied in I îrt J of ilic Report of the Comptroller and Audit(jr 
Gcjieriil o I India— Union Government (Commercial) 1981—  
wlierciu it was inter alia mentioned that the draft report on the 
working of the Cotton Corporation of India Limited— an under­
taking selected for appraisal by the Audit Board— was under 
finalisation. In this case, the Audit Board consisted of the 

following Members :—

SlShri
t . T . R cngachari

2. P . P. Oangadharaii

3. C . J. iVtalkaiii

4. K .J .  K uriyan

5. S. S. R o y  Chouiilw ry

6. Harbans Lai

7. *D r. T . V . Ratnam

S. Dr. S. « . P. Rao

Chairm an, A u d it B oard and Ex-oIEcio 
Additional D eputy Comptroller and 
Auditor G eneral (Commercial) iipto 
29th F ebruary, 1980.

Chairm an, A ud it B oard and Ex-oflicio 
Additional D eputy Com ptroller and 
A uditor G eneral (Commerciul) with 
olTcct from  1st M arch, 1980.

Member A ud it Board &  Ex-officio Director 
o f  Com m ercial A ud it, Bom bay upto 
9-7-1979.

Member A ud it Board &  Ex-oflicio Director 
o f  Com m ercial A ud it. Bom bay with 
effect from  10-7-1979.

Member A udit Board &  Ex-oflicio Director 
o f  Com m ercial A udit, Bhopal upto 
31-10-1979.

Member A udit B oard &  Ex-officio D irector 
o f  Com m ercial A u d it, Bhopal with effect 
froni 1-11-1979.

D eputy D irector, South India Textile 
Research Association, Coim batore--Pai t 
Tim e Member.

Director (Retired), Directorate o f  Cotton 
Development— Part Time Member.

19R1.

♦Dr. T . V . R atnam  did not attend the meeting held on 12th February,

(ill)



2- The Report was liualiscd by tlie Audit Board after talvijig 
into account the result of discussions held with the representatives 
of the Ministry oE Commerce. (Department of Textile) and the 
Corporation, at its meeting held on 12th Februar>' 1981. and the 
additional information furni'̂ hcd. by Management In Marcli— July 

19S1.

3. riic Comptroller and Auditor General of India wishes to 
place on rccord the appreciation of the work done by the Audit 
Board and acknowledges wiili thanks the contribution, in parti­
cular. of the members who arc not olTicers of the Indian Audit 

find Accoimts Department.

(iv)



1, H m troduction

1.01 Cotton- ihe main niw maierial of the Textile Industry, 
is grown in many parts of India and principally in the States of 
Punjab, Haryana, Rajasthan, Gujarat Maharashtra, Madhya 
Pradesh, Andhra Pradesh, Karnataka and Tamil Nadu. Before 
the forties, supply of cotton was largely left to fice market forces. 
Jt was for the first time in 1943-44 that price contiol on raw 
cotton was introduced due to exigencies of World War II. A  
system of ‘floor and ‘ceiling prices  ̂ introduced by Goyemment 
rcsmaincd operative till 31st August 1967 after which this system 
was replaced bv one of support prices alone to ensure the farmer 
a minimum return for his inputs. This system implied that if 
cotton prices fell below the support level. Government would step 
in and piu'chase cotton to prevent distress sale. In order to 
improve the overall position of cotton, Goveinmtnt side by side 
also took regulative measures on imixjrts, movement of 
indigenous cotton and stock holding by mills. In spite of these 
measures there were violent fluctuations in tlie price of indigenous 
cotton. Index number of wholesale prices of t-aw cotton (base 
1961-62 =  100) shot up from 142 in 1967-68 to 171 196D-7n.

1.02 Considering the erratic fluctuations in the prices of 
ctrtlon, the Agricultuial Prices Commission recommended (May 
1969) the setting up of an agency in the public sector charged 
with th,e responsfbility for equitable distribution oT cotton among 
the dtft’erent constituents of the Industry and also to purch;use and 
sell domestic cotton for disciplining prices within and between 
the years and to serve as a vehicle for the canalisation of all 
imports of cotton. Governnienl accepted the reconunendatiiin of

Commission and constituted (October 1969) a Committee to



prepare a detailed scheme for the cstablishinent of a Public Scclor 
Agency. Tlie Comjxuttee recoiiuucudcd (February 1970) the estab- 
lisiiincju of a full-fledged independent Corporation which was to 
develoi)'necessary skill, ex))ertise and operational jSnessc to 
enable it to progressively replace the tradei's in course of time. 
Govenmicnt accepted the Committee’s reeonunendations and set 
up the Cotton Corporation of Lidia Lunited (CCI) on 3ist July 
1970 with its registered oflico at Bombay.

1.03 'I’Ik- working of tlio Cojupany was examined by the 
Cojuniittce on Public Undertakings in 1975 and their recom­
mendations are contained in their 6Rtli Report (Tifth Lok Sabha).

2 .  O lt je c l iv e s

2 .0 1  i ’l ic  m a in  o b j e c t s  o l  t h e  C o m p ;m y  a s  m e n t io n e d  in  i t s  
M e n io n n K h m i o f  A s s o c ia t io n  a r c  ;—

( 1 )  to  p u r c h a s e ,  s e l l  a n d  o l h e r w i s e  d i s p o s e  o f  a n d  d e a l  
in  r a w  c o t t o n  im p o r te d  fr o m  o u t s id e  I n d ia ;

'  ( 2 ) to  p u r c h a s e  c o U o n  g r o w n  in I n d ia  a n d  t o  s e l l  a n d
\  o t l i e n v i s e  d i s p o s e  o f  a n d  d e a l  in  s u c h  c o t t o n ;

( 3 )  t o  p u r c h a s e ,  s e l l  a n d  o t h e r w is e  d i s p o s e  o f  a n d  d e ;d
ir> ‘K a p a s ’ o r  u n g in n c d  c o t t o n  a s  t h e  C e n tr a l  G o v -  
c n m i e n t  m a y  d ir c c t  I'rom l im e  t o  t im e ;

(■1) t o  o r g a n is e  a n d  u tK le r la k e  p u r c h a s e , s a le  a n d  tr a n s -
pt>n c o l l o i i  ('in ip iM icd  in to  o r  g r o w n  in  I n d ia )  
a n t i / o r  K a p a s  in c lu d in g  su c h  a l l ie d  i lu t fe s  a s  m a y  
b e  e n lr u s te d  to  th e  f'( 'n ip a i> y  fo r  s u c h  p u r p o s e  b y  

‘ th e  ( ' e n lr a l  G o v e i in n e n t  fr o m  t im e  l o  ( itn e  in  In d ia
’ (ir  a n v w h e r e  e ls e  in th e  w o r ld ;



; (5) to generally implement such special arrangements for
imports or internal trade or distribution of raw 
cotton as the Central Government may specify from 
time to time in public interest; and

(6) to generally carry on business as exporters and im 
porters of cotton.

2.02 Tiie Administrative Reforms Commission had suggested
I hat the Government should make a comprehensive and cleai 
statement oi> the objectives and obligations of Public Under- 
takuigs. This recommendation was accepted by Government 
and all Public Sector Undertakings were asked (November 1970) 
to formulate statements of thtcir objectives/obligations clearly, 
' r i l l  1974-75, however, such a statemcm of the Company’s objec­
tives/obligations was not formulated.

Durijig evidcncc before the Committee on Public Under­
takings (1974-75), the representatives of the Ministry of Com­
merce stated tliat the Company had got 3 or 4 aclivities which 
would Iv sustained under any circumstances. These were
(i) Imports (ii) Purchases for National Texule Corporation—  
NTC (whencvei’ arrangements foi- this purpose were worked out)
(iii) Price support operations, if and when the prices should fall 
below the levels fixed by tiie Agricukural Prices Conunission and
(iv) Open market purchases. Ensuring remunerative prices lo 
the farmers and stabilisation of prices of cotton for general wel­
fare of consumers, were also stated to be the objectives of tlie 
Company although lliese do not fiinl a specific place in (he- 
Memorandum of Association of the Company.

2.0.1 'I he Comniitlci; on Public Unilcrlakincs in their 68fli 
Report (Fifth Lok Sabiia) liad reconunended that Governnicnl 
sliould come to an early dccisidn ahout the uilc anti objcctivcs 
of the Company in sjxxific terms. In pursuance <’f this rccom- 
mcndation Ciovernment decided (October 1975) that during



1975-76 season, the Company should ensure payment of mini­
mum support pricc to the growers and it should be used by NTC  
lor purchase of cotton for its requirement. The same role was 
continued for the years 1976-77 and 1977-78. The Textile 
Policy' announced by Government in August 1978 envisaged the 
following expanded role to the Company :

(i) to make commercial purchases in the market so
to prevent cotton prices from dropping below the 
prescribed minimum;

(ii) to prevent cotton prices going above a prescribed
limit and for this purpose to operate buffer stocks; 
und

(iii) to take such other steps including exports so as lo
maintain cotton prices within the prescribed range.

3. <(k^aiiisatioual Set up

'fhe Compaa\ fuiKtions through its Head Ollice in Bombas 
and nine Branch Oiliccs located one each at Bhafinda, Sirsa, 
Sriganganagar, Ahmedabad, Rajkot, Indore, Guntur, Bangalore 
and Madras. There is on.- liaison office at New Delhi and one 
Sales OfTice at Calcutta. The Head Office, besides having the 
secretarial, administrative and accounting functions, handles ex­
clusively import and export activities o1 the Company. The 
Branch Offices under which there are several purchase centres, 
arc responsible for purchasing, ginning, pressing, storage and 
delivery of indigenous cotton to cusknners. Sales are approved 
by the Head Office.

The Cliairman-c7//»-Managing Director is assisted b> two 
runction.al Advisers viz. Financial Adviser and Chief Accounts 
Oflicer and Adviser (I’ urehases and Sales) and by Branch 
Managers under the guidance and supen'ision of the Board of 
Directors. Since the inception of the Company in .luly 1970,



rfx h.vc iKld .l.« P » . oJ ch.i,™»n “ f
chart oC the Company as on 1st April, l b . t, 

Aiinexurc I.

4. Capifal Structure

The Authorised Capital of the Company is Rs. 10 a-ores dmd 
ed into 10.00.000 equity shares of Rs. 100 each. Tlie paa i p 
Capital as on 3 1st August 1979 was Rs. 4.00 crores the whok 
of which was subscribed by the President of India. Since ii^ep 
tion. the Company was having cash credit arrangements vMth 

banks acainst hypothecation and/or pledge of ils .
I. also obtained a loan of Rs. 50.00 lakhs trom the Government 
of India in 1974-75. The amounts of ca.sh credit and Go\ 
ment loan were Rs. 20194 lakhs and Rs. 30 lakhs respectivcK

as OH' 31st August 1979.

5. Crop Estimation

5 01 The Cotton Directorate of the Govenuneni of India 
collects data on cotton production through its own ^rsonnd and 
also from the State Governments. The Trade and the Indu^i> 
also prepare estimates of cotton productmn. The Cotton Ad 
t S r y  Bo,ard of the Government of India which eons.sts^of 
,vprcsentati%es Government, growers, mdustry 
irencrallv meets twice or thrice in a yean considers these estmial. 
and indicates its own estimates of production. and
carryover stocks. The Advisory Board makes recomm:mlat|ons 
for W o rt and export of cotton based on such estimate.. Tlv  
o U S i y  has no machinery of its own to estimate procluct.on̂  
It makes use of the estimates prepared by the Cunernment anc 
ihe Cotton Advisory Hoard fo. its procurement progranMne.

TTio estimates of production made trom tune to tini.
' t r a d e  In d u s tr v  a n d  D ir e c t o r a t e  of Colton Development^ e s t i-  

in  , l , c  m e e t in g ,  o f  .h e  C o l t o n  A J v ,< o n  H o n n l



and actual productiou 
given below :—

for the years 1975-76 to 1978-79 are 

(Figures in lakhs o f  bales)

Date o f  
meetings

Trade Indus- D irecto- C otton
try rate o f  A vdi-

C ottou  sory
D cve- Board
Jopment

Estimates for 1975-76 . 6-12-1975 70.50 N A 70 69
10-6-1976 64.50 66.70 66.50

Actual production . 59 .50
Estimates for 1976-77 . 20-12-1976 63/66 05 63/64 66/67 

.say 66 .50
5-4-1977 58/59 58/60 02.60 59/60

Actual production . 58.39
Kstimates for 1977-78 . 15-12-1977 66.50 66 66/67 66

18-1-1978 68.50 68 67.50 67/68

Actual production , 72.43
(67.50)

Estimates for 1978-79 , 6-10-1978 73/75 71 N .A . 71 /72 .50
16-1-1979 76.50 72 73.5 73

(Revised 
to 75 on

■\ctual production 79.27
26-4-79).

It would be seen from the table that there were wide diffe­
rences between original estimates and actual production, llie  
Ministry stated (Febraury 1980) that “since the major portion 
of the crop is raised in rain-fed areas, the final, production depends 
upon monsoon conditions and keeps on shifting from assessment to 
assessment. Other uncertain factors such as infestation also affect 
crop size. The crop raised in the various Slates has varying 
peri(Kls of harvest of producer. It is, therefore, not possible to 
expect an estimafe with fair certainty during the entire season’’.

‘i.o? To iKivf a roliiihic t■■̂lin1illc of cotioii crop, ihc ComfiHiy 
entrusted in August 197.5 (he work of estimation of cotton pr<‘- 
ductiori for the season 1975-76 to Opcratiojis Rcscaich Group



Barudu. who liad. been estimating tlie production of oiJ 
seeds during several years witli only 1 per ccnt variation from 
ihii .jctuals. The O R G  who were paid a fee of Rs. 2 lakhs for 
the work, submitted its report in respect of six States in Novem­
ber 1975 and the final estimates for all the States in Februarj’ 
1^76. As against the estimate of 6849 lakli bales of cotton by 
ihc ORG, the actual production of cotton turiied out to be 
59.50 lakh bales, the lower production being attributed to the 
prolongod monsoons and late rains in certain States.

For the next cotton season 1976-77, the Board of Directors 
de-cidcd not to spend a large amount for estimating cotton pro- 
ihiction bccause of its limited role of supply of cotton to the 
N TC but attempt the crop estimates with the help of its cotton 
selectors. In August 1978, the BoartI decided to entrust the 
cotton crop estimation work to the Indian School of Political 
Economy, Lonawala and bear the expenses upto one lakh 
rupees per annum. For the first year, i.e. 1978-79. 
a consultancy fee of Rs. 25,000 and out of pockct 
expenses of Rs. 17,160 were paid to the Tastitute. Althougli 
training programmes on crop forecasting were held for tlie field 
staff no forecast of crop for the year 1978-79 was possible except 
for a few districts of Karnataka, Tamil Nadu and Andhra Pra­
desh since the survey was started late coinciding wit hthe purchase 
season of the branches. Tlie Ministry stated (Febi^arv- 1980) 
that the intention behind entrusting the crop estimation work to 
the Institute was primarily to train the personnel of the Company 
in crop estimation work and the collection of the survey data was 

incidental to the training.

7

6 . Import''

6.01 To bridge the gap betw'een domestic availabilitj aiti! 
, iintvxl bccomcs ncccisary. Imports arc

horn Siid:Hn & I'nited Arnh RopuWic undor bilateral trade



a g r c c i n c D t s  entered, into b j '  i l i c  Govcriunont o f  India with Gov- 
crnmenls of these countries and Ixom other countries against the 
release of Itcc foreign exchange. The quantum of import is 
decided by the Governnieut of India every year taking into 
account the domestic availability and requirement, year-end 
carry over of stocks etc. The quantity released for import is 
announced tlu'ough Trade Notices which indicate the country 
oi: origin, quantity released, validity of shipment period etc.

Prior to the formaUon of the Conipauy, quotas were allocated 
lo the user mills by the Textile Comu-iissioncr on the recommen­
dations of the Indian Cotton Mills Federatioi> ( TCMP) and 
import licences were issued in the names of user mills on the 
basis of the quota letters. Actual imports were generally made 
through established importers who, after ascertaining the require­
ments of the Jiiilis, established contracts with foreign suppliers for 
purchasing cotton for the mills. Besides the value of the ship­
ments and other incidental expenses incurred iji clearing tlie 
goods, the importing agents used to rccover usually a commission 
of I per cent oT the f.o.b. value of shipments from the mills.

After the formation of the Company import of cotton was 
canalised and the Company was declared as canahsing agent from 
15-9-1970. Consequently, the practice of issuing import licences 
in the name of the user mills was discontinued and a revised pro­
cedure of import and licensing was introduced. Under the revis­
ed procedure, bulk import licences are issued in the name of the 
{^ompany with endorsement in the name of user mills. Trade 
Notices issued by Government indicate separately the quantity 
relciised for import by the Company and the Trads. Quota 
letters are issued to the individual user mills by the Textile Com­
missioner, as was the practice earlier- Till 1974-75 the allottee 
mill had the option either to select any of the approved importers 
as its authorised nominee for the import or arrange the import 
through the Company. Tn the case of import by trade, the 
individual contracts entered into with the 'foreign suppliers by the



9'

iiiills uscxl to bo registered with the Couipajiy as the canâ JiiiDg 
agent. Hut i:roin 1974-75 the user mills do not h;iYe ttas 
option and Jiave to bnport cotton through the Company only. 
On the recommendations of the Company, subsidiary licenccs are 

issued to the user mills hy Hie Joint Chief ControUer of Imports 
and Exports, Bombay according lo the quota letters issued to 
them. -The Company enters into contracts with the suppliers 
directly after obtaining approval of the rates from the mills.

6.02 Purchase procedure

The main imports have been from Egypt and Sudan under 
bilateral Trade Agreements. Tiicre have been imports from 
other countries against the release of free foreign exchange. In 
1970-71 the Company imported cotton from U.S.A. under 
PL-4S0 also. The cotton trade in Egypt and Sudan is 
nationalised and Government organisations in these countries 
announce their export policies from year to year. The Company 
informs the user mills the availability of dilTerent types of cotton 
and their prices and on the basis of the indents placed by the 
user mills, enters into agreements with foreign suppliers. 
Simultaneously, agreements for sale oi cotton are also entered 
into with the user mills. Contracts for imports are also entered 
into pending firm commitments from mills. In the case of global 
imports, the Company Hoats tenders asking the sellers to send 
their offers together with samples of cotton within a specified 
period. The orfers received are considered by an Import Advisory 
Committee, consdtuted by the Company in which experts from 
Trade, Industry and Textile Commissioner's office arc also 
associated. The Committee is assisted by a technical panel 
compiiMng experts in cotton classiticiition and evaluation - f  
samples. The Company is advised by the Committee on the 
quantity of each type and variety of cotton to be miported. pfrices 

to be paid and the period of shipment.

6.03 Recovery of service chorines and commissiom

In respect of imports handled by user mills, the Compa.iy as 
a canalising agent used to recover a commission of 1/4 per cent



10
<)t the c.i.f. value from the user mills, while in the case of imports 
arranged through Trade it was recovering commission at i- per 
cent of the c.i.f. value from the importing agents and passing 
on half of this commission to the user mills. In the ease of 
imports handled on behalf of ihc user mills, tlie Company 
recovered from the user mills, in addition to f.o.b. value and 
actual freight, insurance and other incidental expenses, service 
charges also at 1.5 per cent of c.i.f. value. If the Company 
opened letters of crcdit on behalf of the indenting mills, L C  charges 
at 2.5 per cent of c.i.f. value in the ca^c of Sudanese imports and 
at 3.5 per cent in the case of Egyptian imports were also 

recovered.

6.04 The foUowing fable indicates the total quantity of 
cotton imported by the country and the Company’s share thcicnf 

from 1970-71 onwards :— •

(Value— Rs. in lakhs)
(Q ty. in lakh bales)

Year
Country’s im port C om pany’s share Percen-
-------------------------- ---  — ------------------ -------- tagc o f

Value Quan- Value C ol. 4
tity to
contra- C o l. 2
ctcd

Q u a n ­
tity
c o h tia -
ctccl

1

1975-71
1971-72
l9'/2-73
1973-74
1974-75
1975-76
1976-77
1977-78

2 3 4 5 6

. 1(*.54 12823.80 2 .9 6 3055.83 28
5.58 8552.00 3 .33 5162.14 60
J..59 6363.69 2 .68 4724.59 75
0.41 2237.41 0 .35 1905.00 85
2 .00 2700.00 2 .00 2700.00 100
2 .75 8045.65 2 .7 5 8045.65 100
8 .77 23846.30 8 .77 23846.30 100
O .M 1270.00 0 .3 4 1270.00 > 100

It would be seen from the above that from 1974-75 onwards, 
the entire imports of cotton have been entrusted to the Company 
by Government. There was a gradual decline in imports till the 
year 1973*74, which was attributed to the switch over to Indian 
lon;r and extra long staple varieties of cotton by the traditional



spmuers of foreign cotton on account of rise in prices of foreign 
W to a  and imposition of higli (40 per cent) import duty by 
Government. Increase in production of long staple cotton achieved 
on the domestic front also contributed to the reduction in import.
2 lakh bales were imported from Pakistan during 1974-75 in 
pursuance of Indo-Pakistan Trade Agreement of Januar>' I97.->. 
Imports were permitted by Government during 1975-76 and 
1976-77 because of the expected shortage of cotton during the 
lean period of the year 1976-77.

6.05 Tlic following are the salient features of the imports 

handled by the Company :—

(i) import of Pakistani Cotton

in January' 1975 the Company entered into a contract with 
the Pakistani suppliers for purchase of 2 lakh bales of cotlon. 
Although it was initially decided to import the entire quantity 
on mills' account, 121,061 bales wjre later decided (May 1975) 
to be imported on Government account aj some of the mills to 
whom quotas were allotted or who were otherwise eligible for 
quota did not evincc any interest in purchasing Pakistani cotton 
despite the fact that Government had reduced the import duty- 
in this case from 40 per cent ad valorem to 15 per cent in order 
to make the price comparable to that of indigenous quality. The 
tentative landed cost worked out by the Management in August
1975 showed that the average cost of Rs. 3,050 to R«. 3,100 
per candy was much higher than the ruling market rate of 
comparable indigenous variety. As there was no possibility of 
disposing of the stock held on Government account at ruling 
market rate. Government issued a directive (Octobcr 1975) that 
the cotton be sold to the mills in the Public Sector at the average 
pricc obtaining in the preceding month for Digvijay and 320F 
varieties (comparable indigenous cotton) as per East India Cotton 
Association (EICA) spot rates. The question of reimbursing the 
loss arising from the disposal was decided to be considered at 
a later stage. In order to minimise the loss. Government also 
exempted ^November 1975) from import duty alfngether the
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cotton imported on G o v e n t n i e n t  a c c o m u .  The sale o f  cotton 

at a price lower than the purchase pricc resiiltetl in a loss o'

Rs. 124.59 lakhs (including loss on exchange ot Rs. 114 lakhs)

[Para (ii) below refers] which was reimbursed by Government 

ia March 1979. Besides the loss of Rs. 124.59 lakhs, the 

import duty forgone amounted to Rs. 201.77 lakhs (approx.). 

The salient features of this contract were as follows :

(a) A t the time of entering into the contract in January 
1975, the exchange rate was U.S. $ 12.45 per
Rs. 100. The rate dipfped to US $11.07 per Rs. 100 
in September 1975 when payments for the bulk of 
the imports were made. The exchange loss suffered 
on the quantity imported on Government account 
amounted to Rs. 114 lakhs which arose on account 
of delay in shipment attributed to delay on the part 
of Government in intimating the Company about 
the manner of allocation of cotton. In rc-̂ pect ot 
78,938 bales imported on behalf of user mills, the 
Company entered into contracts individually with user 
mills during the period March 3 975 to August 1975.
In the agreements, the price payable was
fixed at Rs. 2,362 c.i.f. Bombay per candy based oti 
the exchange rate of U.S. $ 12.45 -  Rs. 100 prevailing 
at the time of entering into contract with the 
Pakistani suppliers in .Tanuary 1975. There was. 
however, no stipulation (Exchange Parity Clause) 
in the contract with the mills that any variation in 
exchange rate would be to the account of the mills. 
Due to adverse fluctuation in the rate cf er.chan.sie. 
the rapce value of purchases made on behalf of
mills increased by Rs. 53.75 lakhs. The mills Vvho 
were asked to pay the difference initially paid, but 
later disputed any liability on this account on the 
ground that the agreement did not stipulate any such 
payment. They, however, subsequently agreed fi'r

12



u compromise settlement in which exchange dilTerence 
was agreed to be shared by the Company and the 
mills in the ratio of 65 : 35. The Company’s share 
of the loss amounted to Rs. 34.94 lakhs.

(b) According to the terms of the contract, the shipment 
of the first lot of one lakh bales was to be completed 
between March 1975 and May 1975 and the sccond 
lot of one lakh bales between June and August 1975 
in equal monthly instaments. Carrying charges at 
U.S. 0.75 cents per month per lb. were to be levied 
on the second lot of 1 lakh bales as also on the 
quantity remaining unshipped by May 1975. Not- 
with-standing these provisions in the contract, the 
Trade Notice itself was issued only in March 1975 
(7th March 1975) and the allotment of quota to 
user mills was continued upto June 1975, with flic 
result that letters of credit could be opened only 
from 19th May 1975. Due to dislocation of 
shipment schedule of the first lot (shipment of 
50,580 bales from first lot made between June and 
August 1975) shipment of second lot of one lakh 
bales (on which carrying chargcs were payable 
pro-rata from June 1975 till the last date of shipment 
viz. 31st August 1975) did not take place in a 
phased manner as contemplated, although the entiri’ 
contracted quantity was shipped before August 1975. 
Carrying charges paid on the quantity imported on 
Government account amounied tc RS. 53.54 lakhs 
out of which an amount of Rs. 27.55 lakhs coukl 
have been avoided had letters of credit been opened 
in time so that the delivery schedule stipulated in 
the agreement could be adhered to.

The Company stated (July 1978) :—

“Although the contract for import, of 2 lakli hales 
from Pakistan was signed on 31st January 1975,

13
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Government could not finalise the manner oi 
distribution of this cotton until March 1975. It is 
only after this, the cotton was offered to concerned 
indiftdual mills. However, by this time the prices
oI Indian varieties had started receding, thereby 
prompting the milk to surrender their quotas. In 
short there was considerable uncertainty about llic

ultimate buyer of this cotton...................................
This in turn was responsible for not adhering to the 
schedule of shipment as contemplated m the contract

fii) Import of cotton during 1975-76 and 1976-77

(a) The country’s imports during the year 1975-76 were 

initially confined to the releases made against trade balances with 
Eiivpt and Sudan. 53,333 bales were contracted by .he 
c X a n v  against the release of £  8 milUon for Sudanese nnpocls 
S ^ 2 3  M 5 bales agate, .he release of Rs. 120  m.ll.on to, 
import from Eg -̂pt against the trade balance.

In the Cotton Advisory Board Meeting held on lOth June 
1976 the estimate of cotton production m the countiy for he 
vear 1975-76 was placed at 66.50 lakh bales and carryover t̂ock 
S  at 31st August" 1976 as 13.50 lakh bales. The carryover 
bein" just sufficient to meet about 9 weeks requirement of t ^  
Industry, there was unanimity that some imports were inevitable 
to meet the requirement of lean months tJl the micld e o, 
November 1976. It was also stressed that the impoit. should 

be arranged on priority basis.

1 „ Uie con.e« of anticipa.ecl 
with a view lo s.abilising .he prices and also mal.ng 
cotton to the mills in time, decided to import cotton a«d n o ^  
Ihe Company on 29th June 1976 that Government hatl aPP™'

of cotton worth Rs. 35 crores for which foreign exchange
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vadcus countries for such imports and ensure that the imported 

cotton arrived in the country in the quickest P f  
Government also informed Trade and Industry m July
1 50,000 bales of cotton had been permitted for import from 
any country and the entire quantity would be contracted an 
imported by the Company and allocations would be made by _ 
Textile Commissioner to the mills for their bonafide consumptum. 
In reply to Government’s earlier query regardmg availability ot 
cotton in international markets, the Company had irom time 
to time between April 1976 and June 1976, furnished data o 
availability and prices of international cotton and had inlomicc 
Government tliat the supply position in supplying countries was 
tight and tlie prices were generally high as compared to the 
Indian prices. The quantity to be imported was increased to
2 hikh bales in August 1976 and further import of 12 lakh oa es 
was authorised between October 1976 and March 1977 (3 akh 
bales in October 1976, 4 lakh bales in Januar>' 1977 and lakh 

bales in March 1977).

An Import Advisory Committee consisting of r^'P^sontativcs 
of the Company, the Textile Commissioner's Olhce, ICMF, Mill 
CKvners Association and NTC was constituted to asnst the 
Company ill finalising imports. The main functions of the 
Import Advisory Committee were to advise the Company oii
(i) the types, varieties and quantities of cotton to be imported
(ii) the prices to be paid and (iii) Period of shipment and to 
assist ihe Company in negotiating with sellers of cotton.

The Company also constituted a Technical Panel comprising 
experts in cotton classification drawn from Trade, Industry and 
Research fields, rhe Technical Panel, which was headed by tĥ  
Chairman-c-».»-Managing Director of N T C s subsidiary ai 
Bombay, was to analyse samples received by the Compmiv und..r 
the tender and advise about their suitability with reference to 
spinning value. A  Sub-Committee to consider further n'^got.al.on 
with the parties was also constituted. The lmpc>rt Adv.sor> 
Committee considered the report ot the Tochmea I anc 
vt!-a-vis the rates quoted by the foreign suppliers and made Im.il



recommendations for concluding contxacts. Tiie Committee in 
its first meeting considered the procedure to be followed for 
arranging imports and decided to dispense with global tenders 
through press on tlie ground that such a course might lead to an 
escalation of prices. It was decided that an intimation regarding 
purchases giving full details be circulated to Liverpool Cotton 
Association, the American Cotton Shippers Association, 
Memphis and other recognised international associations having 
a vast membership of exporters of cotton in various countries. 
It was proposed to import immediately cotton of staple length
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16' on the basis of type samples.

As the prices of imported cotton were much higher than the 
prices of comparable Indian varieties of cotton, Government 
decided (August 1976) that imported cotton be allocated to the 
mills at a prc-determincd price. While making such alloc,ations, 
the first priority was to be given to weak mills who liad not
declared dividend and not made profits durinu the last accoiniting
year after providing for interest and depreciation and had stock 
of cotton of one month or less as on 31st August 1976. The 
second priority was to be given to all the mills who had stocks
of one month or less and balance, if any, was to be considered
for allocation on spindleshift basis. In October 1976. 
Government asked the Company to placc orders in its own name 
for bringing the cotton already contracted but not booked by 
either N TC or other mills so that shipments may not be delayed.

As per instructions issued by Government in August 1976, 
reserve prices for sale of the imported cotton were ..to be 
pre-determined by a Sub-Committee (to be constituted for this 
purpose) consisting of representatives of Ihe Company and Textile 
Cxjmmissioner’s organisation after taking into account prices of 
comparable Indian varieties of cotton and making allowance for 
the quality and cleanliness of the imported cotton. 'ITic selling 
prices would be the reserve prices determined by the aforesaid 
Committee or the landed cost reduced by 20 per cent, whichever 

was higher.
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(b) As against the total release of 14 lakh bales, the 

Company by June 1977 contracted for import of 9.69 lakh bales 
(equivalent to 11.61 lakh bales of 170 kg. each) of various t>-pes, 
both through tenders and thi'ough direct negotiations with 
Government agencies of other foreign counUies. Of these, 
2,86,870 bales contracted between July 1976 and October 1976 
were decided to be brought on Company’s account without 
waiting for its allocation to user miUs, as Government wanted

'the physical arrival of the bales in India by October/Novcm ber
1976 in view of the anticipated shortage of the comuiodity in 
the Country. A  further quantity of 66,539 bales out of 6,82,760 
bales contracted on forward delivery basis from April 1977 
onwards w’ere also brought on Company s account as this quantity 
could not be sold to any mill at the time of importing.

(c) In keeping with Government instructions to fix the prices 
of foreign cotton on the basis of the prices of indigenous equi­
valent varieties at the tunc of sale, the Company fixed and noti-

(November 1976) the following sale prices for diflcrent

varieties of cotton :

Variety Landed Sale prices Difference Percen-
 ̂ prices Rs. offered Rs. per tage rediprices Rs. offered Rs. per tage redu- 

per candy Rs. per candy ction 
candy <>ver

landed 
pricc

1

1. Afghan .
2. Greek
.. T u rk ish  .

4 . T a n z a n ia n

5. American SVJ

6379  5197  1182 1 8 .5
7060  5575  1485 21.0
6638 5525 1113  1 6 .7
6882  5598 1284 I S . o

6824  5698 1126 16 .5

By January 1977, the Company had contracted for import 
)T 5,98,130 bales of which 2,73,388 bales had been received in 
,’he ^ m tr y . Although the above cotton was offered to the milk



at rates equal to the prevailing market prices of similar indi­
genous variety, the respoose was not adequate and only about 
12,019 bales could be sold. Despite the large unporls, the prices 
of indigenous cotton started showing an upwiird trend especially 

after November 1976. In order to bring about a b îlancc betvveen 
the demand and availability of fibre and to curb the rise m  prices, 
Government by Jaiiuary 1977 had taken a number of measures 
such as liberalised imports of non-cotton fibre (Viscoseypoly- 
nosic), mandatory use by the Cotton Textile Industry of at least 
10 per cent non-cotton fibre, hnposilion of ceiling on stock 
limits  ̂ tightening of credit policy by Reserve Bank of India etc. 
Since'the prices were showing an upward trend in spite of these 

measures, the matter was further considered by the Mimstry 

towards the end of Janiuiry 1977, and it w'as felt that one of 
tiie means oT arresting the rise in prices was substantial injection 

of imported cotton to improve the availability and reduce the 
pressure on the existing stocks. It was also observed that the 
policy of sale of imported cotton at prices equivalent to the 
prices' of indigenous varieties subject to a ceiling on loss of 
20  per cent in each case had not induced the industry to lift the 

imported cotton.

Government, tlierefore, decided to follow an active price 

policy and asked thie Company (3rd February 1977) to seU im­
ported cotton at prices somewhat marginally lower than the ruhng 
prices of equivalent Indian variety subject to the overall loss on 
the sale of the imported cotton not exceeding 20  per cent of the 
Umded cost. Accordingly, the prices notified in November 1976 
were reduced by 7 to 9 per cent from February 1977. There- 
alter there were substantial sales resulting in the stock bemg 
ix^uced from 2,61,369 bales to 31,086 bales by Jmie 1977. 
Meanwhile, during the period from February 1977 to June 1977, 
the Company contracted for import of a further qu^tity of 
3.71 lakh bales, thus bringing the tot̂ il import commitment to 
9.69 lakh bales. Tlie Management reported to the Board of 
Directors in the meeting held on 15th October 1977 that the
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quesUon of further purchases of forciga cotton was discussed 

witli the Mmistry on 30th July 1977 and in view of the 
trend in indigenous cotton, it was decided not to contract 
further foreign cotton until Turlher orders of Government. In this 

connection the following points deserve mention :

(1)  The position of unsold stock (bought on Company 
account) from time to time was as follows

19

Date
Opening

stock

(In bales) Closing stock

Arrival Sale Quantity Value 
(In bales) (approx. > 

(Rs. in  
lakhs)

1 2 ” 3 4 5

1-10-1976 34,586 34,586

1-11-1976
1-12-1976
1-1-1977
1-2-1977 to 30-6-1977 
1-7-1977 to 31-1-1978

K ,5 8 6  
1,86,927 
2,63,119 
2.61,369 

31,086

1,58,907
79,895

41,258

6,566
3,703
1,750

2,30,283
15,412

1,86,927 
2,63,119 
2,61,369 

31,086 
56,932

1-2-1978
1-3-1978
1-4-1978

56.932
56.932 
56,881

464* 515

56,932

56.881
56.881

1-5-1978
1-6-1978
1-7-1978
1-8-1978
1-9-1978

56.881
56.881
56.881 
56,817 
66,599

19,262*
64

9,480
9,248

56.881
56.881 
56,817 
66,599 
57,351

1-10-1978 to 
30-6-l:*79 57,351 5,555* 15,959 46,947

1,140.30
6,162.9S
8.675.05 
8 ,617 .34  
1 ,024.91 
1,877.0.“̂
1.877.05
1.875.37
1.875.37
1.875.37
1.575.37 
1,873.26 
2,195.77 
1,890.86

♦Relates to the contracts entered Into dur’r.g July 1976 to June 197/.

Reasons for the initial delay in the disposal of the cotton were 
stated to be due to the mills, accustomed to use indigenous 
varieues, not showing ready enthusiasm to buy foreign wtton 
:md the general reluctance on the part of the mills to change 
ihe raixiiigs unless there were over-riding advantages. There wa.s



pra».:tically no sale froiD February 1978 to July 1978. Even at 

the end of June 1979 the Company was holding an unsold stock 
of 46,947 bales valued at Rs. 1548 lakhs (approx.).

( 2 ) ’There had been problems even in the dispos îl of the 
cotton imported on mills’ accoujit. Normally, the Company 

R a n g e s  import of cotton against mills’ subsidiary licences only 
after the requisite bank guarantee is furnished, by the indenting 
^ l£ -  However, in view of the financial stringency faced by the 
Textile Industry in general and weak and marginal mUIs in parti- 
culax and at the request of the ICMF, the Company did not 
insist, on Hie execution of bank guarantee before advising the 
suppliers to ship the cotton in the name of tlie mills. When the 

cotton imported on mills’ account arrived in India, a number of 
mills backed out of their commitment and did not clear the bales. 
85,749 bales contractal by 92 mills had to be cleared by the Com- 
panjf and stored on mills’ accoiuit. incurring in the meantime, 
interest on borrowed funds, insurance and storage charges. The 
rea.sons for not lifting the cotton were stated to be :

—  fall in domestic prices to the extent of Rs. 1,000 per 
candy (approx.)-

—  undue delay in clearance of cotton in Bombay due 
to port congestion.

■—  non-application for sub-imporL licence.

Tall in consumption of cotton consequent upon in­
creased Use of synthetic fibre.

Subseqirently, as a result of the Company’s persuasion am', 
issue of legal notices to the mills 91 10 bales were lifted by tĥ ; 
mills. Three more disputed cases covering 325 bales were settled 
hy adjusting the amount that was lying with the Company to 
the mills’ credit and 20,194 bales were resold to other parties, 
lejfving an nnlifted stock of 56,120 bales of the value of

1.850-27 lakhs as on 1st June 1979,

20



The disputed bales full in the foUowing four categories

21

Actual N o . 
o f  bales

A pprox. 
Value 

(Rs. in 
Jakhs)

1 2 3 .

w Contracts n ot confirm ed, bank guarantee 
not furni.'-hciJ, sub-licence n ot obtained . 20,253 667,74

( h )
Contracts not confirm ed but cither hank 
guarajitcc furnislied c r  sub-licence obtained 9,161 302.04

Contracts confirm ed but cither bank gua­
rantee not furnished or sub-licence not 
obtained , 7,281 240.05

(^) Contract confirmed bank guarantee furni­
shed, sub-licencc obtained . . . • 19,425 640.44

56.120 1,850.27

In respect of the cases falling under category (a), where 
signed contracts did toot exist, the Company clarified that the 
correspondence between the Company and the mills concerned 
formed the basis for the transaction and the lawyers of the Com­
pany have been asked to procccd against the mills for recover>- 
.Tf losses/damages sulfered by the Company. The Company 
has so far (February 1981) filed suits against 69 mills for tlic 
rocover>' of Rs. 20.05 crores. In five more cases covering 3400 
hales, tlie dispute is stated to have been referred to arbitration. 
ITio Company is reviewing the remaining two cases for takmg

(egyl action.

(d) Due to lack of response from the mills for the cotton 
imported on Company’s account and due to the mills’ failure to 
lionour their commitments in respect of cotton imported on thc.r 
aecount the Company had to make arrangements tor storage 
of larse unsold stock even by hiring private godowns. In «hc 
proce^, the Company had to pay storage and msurance charges



araountmg to Rs. 102.07 lakhs and Rs. 36.53 lakhs respectively 
upto 31-8-1978. There was also delay in clearajace of imported 
cottou due to congestion at ports, bargemen’s strike at Bombay 
and mixing up of bales with different lot numbers and marks due 
to discharge of cargo simultaneously by more than one ship. 
Consequently, the Company incurred demurrage charges amounting 
to Rs, 23.63 lakhs (Rs. 13.06 lakhs at the Bombay Port and 
Rs- 10.57 lakhs at Cochin port).

A  review of the expenditure incurred on demurrage revealed 
that an amount of Rs. 3.02 lakhs had to be paid because of 
avoidable delay on the part of a clearing agent. The last free 
date allowed for clearance of a consignment which arrived at 
Cochin Port on 31st December 1976 was 18th January 1977 but 
the clearance was completed only on 8th February 1977. In 
respect of another vessel, the clearance commenced six days after 
the last free date. A  civil suit was filed by the Company against 
the clearing agent in June 1979 holding him responsible for the 
loss. The outcome of (he suit is awaited (February 1981)- The 
Company has already paid an amount oT Rs. 9.64.835 against 
bills for Rs. 10,43,820 sent by the clearing agent for his services 
and expenses,

(e) Loss on sale of Tanzanian Cotton

The Company purchased 31,000 bales (33,894 bales of 
170 kg- each) of Tanzanian cotton in May 1977 from the Tanza­
nian Cotton Authority (TA CO TA ) at US cents 77,00 per lb. 
f.o.b. for 13,000 bales and US cents 76.50 per lb. 
f.o.b, for 18,000 bales for shipment in Octobcr/Novem- 
ber 1977. According to the terms of the contract carry­
ing charges were applicable from 1st December 1977 at the 
rate of 1.05 per cent per month or part thereof. By October/ 
November 1977 the prices of equivalent varieties of indigenous 
cotfcn had fnllep >;fecply and (he Company, to a\oid further 
depression in prices, decided not to imjx)rt the coffon and nske<.] 
the TACO TA  to carry the cotton on Company's account A
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request for waiver of carrying charges from 1st December 1977 
was also made and tlie Tunzaniiin Authorities agreed not to 
levy carrying chargcs till 28th February 1978. I’he economics 

of importing tlie cotton and selling it in India, vis-a-vis selling 
the same at ruling market price in Tanzania itself was considered 
in April 1978, and it was estimiited that the loss wotild be Rs, 1.14  
crores for sale in Tanzania as against Rs. 3.74 crores for sale in 
India after Import. The Foreign Cotton Price Committee (cca- 
sisting of Economic Adviser, Ministry of Commerce, Civil Supplies 
and Co-operation. Secretary, Ministry of Industry and the Manag­
ing Director of the Company) tlierefore, decided to resell the 
cotton in Tanzania itself.

2 3

I-n July 1978, the Company sold through T A C O T A  796 bales 
in Tanzania incurring a loss of Rs. 2.53 lakhs. For the balance 
quantity T A C O T A  stated that their local mills were prepared to 
buy the cotton at US cents 70 per lb. With a view to obtaining 
higher prices, a two member delegation sponsored by the Ministry 
of Industry' went to Tanzania in August 1978. The delegation 
was also required to impress upon T A C O T A  the waiver of the 
carrying charges after February 1978, fully or partially. T A C O T A  
;igreed to waive the carrying chargcs upto 31st March 1978 and 
the sale, was fmalised at US cents 70 per lb. on the understanding 
that the difference between purchase pricc and sale price would 
I>e bom(.’ by the Company. On checking the physical availability 
;if the cotton it was noticed by the Company’s representative that 
out of 30,204 unsold bales, 261 bales of Type II were not trace­
able and 17,624 bales of Type III out of 18,000 bales were not 
actually available. The Company, therefore, took the position that 
compf'nsation was not paŷ able for quantities not in stock. The 
dispute was thereupon referred to arbitration in terms of the 
ct>ntract. .A.ccording to the arbitration award given in December
1980 the Company was to pay a compensation of Rs. 1.34 crores. 
The totiil compensation payable to TA C O TA  including the loss 
of Rs. 2.53 lakhs on the di';posa1 of 796 bales, thus, amoimicd to 

Rs. ''.36 crores



It was stated by the Company (April 1979) that th'.' 
Taozauian Cotton was comractcd in. May 1977 for siiipment in 
Octobcr 1977 due to heavy demand lor cotton from mills. In 
reply to a query as to why the Company did not simultaneously 
enter into contracts with Indian mills Cor sale of this cotton if 
there was heavy demand from mills, the Company stated (July
1979) as follows

“Even the Tanzanian cotton tliough contracted in the 
month of May 1977, was for actual shipment in Octobcr, 
as the mills had already booked their forward requirements 
against CCI’s releases for shipment till July. Fhe response 
to CCI’s releases for foi-w;urd booking by mills hatl start­
ed thinning out. Therefore, it was not considered appro­
priate time for release of Tanzanian cotton for booking by 
miUs and entering into back-to-back contract. It was 
considered better to do so just a month Ijefore the schedul­
ed period of shipment. However, as time passed, with 
heavy arrivjils of imported cotton, and with an improve­
ment in the use of chca]Ter synthetic fibres imported, as also 
a brighter outlook for 1977-78 crop, .the prices kept on 
declining and the CCI did not wish to add to the depression 
by importing Tanzanian cotton on its own account.

(f) Los^ on re-l’xport of Russian cotton

On 18th April 1977 the Company contractcd to purchase 
500 tons of Soviet cotton Pervyi 31/32" at a price of 
US $1913.50 per matric ton i.e. at US 86.80 cents per lb. c.i.f. 
Bombay for July/August shipment. 23.849 bales (14.412 bides 
on Company's account and 9-437 bales on mills’ account) .of tlic 
total value of Rs. 83S.62 lakhs arrived in India in August, 
September 1977. Due to non-lifting of this cotton by the mills. 
3,898 bales out of the 9,437 bales brought on mills’ account were 
later treated as having been brought on Company’s account. The 
Company could dispose of only a small quantity of cotton brought 
on its account leaving an. unsold stock of 15,000 bales. In July
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1979, it was decided to export the coitoii to Poland under Indo- 
PoUsh Tnidc Protocol at a price of 67.80 ceuts per lb- (Rs. 4,200 
per candy) for 4,507 bales and 67.30 cents per lb. (Rs. 4,170 

j.Xir candy) for 10,493 Udes as compared to the procurement 
cost of 86.80 cents. The Company stated. (February 1981) that 
the price offered, by N T C  at that time was Rs. 3,200 per candy 
and tlie export was decided upon to reduce the loss. The loss 
on the export of this cotton amounted to Rs. 234.14 lakhs in­
cluding the cari'ying cost of Rs. 138-45 lakhs incmred from 
October 1977 to June 1979.

Justifying the contracting of Russian cotton in April 1977 
and Tanzanian cotton in May 1977, the Ministry stated (Februar\
1980) that with the expected production of 59/60 lakh bales dur­
ing 1976-77 the carryover stock was estimated to be of the order 
of !3 lakh bales (which was less than the normal carrj’over stock 
of nearly 18 lakli bales) and in such a situation of acute shortage 
of cotton, decision for import had to be taken almost quickly, 
especially when responding to the global tender acceptances. Tt 
was further stated that this cotton was contracted in a situation of 
imcertainty imd subsc-quently when the crop situation became 
favourable and the domestic prices started falling, the demand 
for the imported cotton receded.

(g) A trading account of 9,40,897 bales imported during the 
yeai-s"̂  1976-77 and 1977-78 compiled as at 31-8-1979 by the 
Company revealed a loss of Rs. 71.54 croros in the disposal of 
those bales, the closing stock of 69,388 bales being valued at 
the market rate (being lower than cost) as on that date. Carr\-int; 
charges (interest, storage and insurance), which mainly arose 
l>ecause, of retention of stock for considerable periods for reasons 
explained in the foregoing paras, contributed to the loss to the 
extent of Rs. 25.23 crores. Government of India ha.s so far 
released to the Company a sum of Rs. 62 crores (Rs. 11 crores 
in May 1977, Rs- 30 crores in August 1977. Rs. ’ 4 crores in 
May 1978 and Rs. 7 crores in September 1980) (owirds reim­

bursement of the loss.
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The short staple cotton {viz. Bengal Deslii, Assam ComiUas) 
which are mostly put to non-spinnable use were being exported 
every year to Japan, U.K., France, Belgium, U.S.A., etc. The 
Company had no share in these exports till 1976-77. In so far 
as staple cotton (medium or long) Is concerned, no export was 
permitted by Government till 1973-74 except that the Company 
vvas allowed to export 80,996 bales to Bangladesh during 1971-72  
to 1973-74 to meet the emergent requirements of that country 
In May 1975, Government allowed the export of long staple 
cotton (1974-75 crop) because of the satisfactory cotton situation 
in the country and also to help the Maharashtra State Cooperative 
Marketina; Federation to liquidate its accumulated stock and 
nominated the Company as the canalismg agent. Consequent 
upon this policy decision, the Company exported 32,261 bales 
of long staple cotton in 1975-76, 1,55,561 bales in 1978-79 and 
4,40,310 bales in 1979-80. During this period the Company 
also exported Bengal Deshi cotton 2,871 bales m 1977-78, 
16,389 bales in 1978-79 and 700 bales in 1979-80.

The policy of exports was explained by tlie Ministry in Mrircli
1981 as foUows ;— ■

“As a matter of policy it may net be desirable to en­
courage the export of raw cotton as our emphasis 
is on the export of value added made-up goods. 
Since cotton is a basic raw material for the textile 
industry it is desirable to make use of this cotton 
within the domestic industry rather than allow it to
be exported.......................  However, Govermnent
permits exports of cotton from time to lime on ad hoc 
basis after taking into account the supply, and demand 
position, domestic and international prices etc. Only 
such quantity of cotton is permitted for export which 
is considered surplus to our domestic requirements 
and for which there is no demand in the domestic
market at rcason.nhle rates...................... The export
of staple cotton is confined to the Cotton Corpon-tion
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of India and Cooperative marketing federations/
societies of cotton growing states..........................
In the case of export of Bengal deshi cotton, the 
private trade has been associated as the ociforniance 
of Government agencies and Cooperatives has not 
been found up to the mark; perhaps, they do not 
have the desired expertise in this regard. However, 
to encourage and protect the interest of Cooperatives 
and the Cotton Corporation of India, who procure 
cotton directly from growers, Government reserves 
a specific quota of Bengal deshi cotton to be exported 
by them.”

8. PiM*chase of Indigenous Cotton

8.01 Purchase policy

TiJI 1974-75 the Company’s purchases of indigenous cotton 
were dovetailed to the limited role given to it from time to time. 
During 1975-76, the role of the Company was extended to meet 
the requirements of N TC mills. Under the Integrated Textile 
Polic}', announced by the Government in August 1978, the 
Company was allowed to make commercial purchases and to 
operate buffer stocks in addition to its role of purchasing cotton 
for NTC mills and undertaking support operations when a 
need for such purchases arose. The Company’s purchase policy 
can broadlv be categorised into three phases viz; the first pha?e 
covering the period from the commencement of the Company 
till 1974-75 when barring support price operation, it had no 
specific role assigned by Government, the second phase covering 
the period 1975-76 to 1977-78 when it purchased cotton 
exclu'sivelv for the NTC mills and the third phase starting from 
1978-79 when the Company has been assigned an enlarged role.

First Phase (.1910-71 to 1974-75)

During the year 1970-71 which was it? first year of operaMon 
the Company purchased 8.262 hales in the States of Maharashtra, 
Gujarat nnd Karnataka on the basis of indents placed by the 
user mills.
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During 1971-72 the demand for cotton was not brisk due 
to bumper cotton crop and slump in the textile industry. Tlie 
posidon got aggravated due to Indo-Pakistan conflict and prices 
tumbled down to unremunerative levels. With a view to stablisiug 
the prices, Government directed the Company (April 1972) to 
undertake purchases at prices fixed under the Price Support 
Scheme. Accordingly, the Company purchased 5.17 lakh bales 

during the year 1971-72.

For the 1972-73 season, the Company initially decided 
(December 1972) that the purchases should be on a commercial 
basis and should be regulated in such a way that stock at any 
time did not exceed 2 lakh bales. With the improvement in 
crop conditions, the statewise purchase operations vis-ct~vis the 
financial resources of the Company \vere reviewed in March 1973 
and it was decided that the Company should purchase 10 lakh 
bales in States other than Maharashtra, Punjab, Har>-ana, 
R a ja k a n  and Madhya P»adesh, equitably during the refining 
period of the cotton season and a further quantity of 8 lakh bales 
in Maharashtra State'subject to the- issue of a tlircctivc by the 
State Government to the Maharashtra State Textile Corporation 
to buy its entire requirement from the Company. No purchases 
were,'however, made in Maharashtra as the State Government 

did not issue such a directive.

For the first time in 1973-74, the Company drew up its 
purchase programme in advance which envisaged a procurcmcn 
target of 30.5 lakh bales out of the estimated production of ^out  
70 lakh bales in the country. The purchases were to be made 

on commercial basis.

As the prices of indigenous cotton ruled at a high levtl at 
t h e  commencement of the season 1974-75 Company ^  
enter the market at that stage. In January 1975, the Board ot 
Directors approved commencement of purchase of mdigenou. 

ton In ail the cotton growing States on pro rata basis within 
“ a L t  K s o u l .  in March ,975 Gov„n-

„ent introduced a scheme tor purchase ot cottoti on a deterred
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payment basis under which 50 per ccnt of the price ot the Kapas 
was payable to the growers in cash immediately after purchase 
and the remaining 50 per cent in bonds redeemable after 
six months with interest at the rate of 6 per cent per annum.

The Scheme, however, could not be implemented and was 
withdrawn by Government in April 1975 as the cotton groweis 
refused to sell their cotton to the Company ag^nst deferred 
payment particularly when other buyers were paying them the 
full amount in cash on delivery.
S econd Phase (1975-76 to  1977-78)

Tlie ruling market prices during these years were well over 
the support prices and the Company had no occasion to under­
take price support operations except at the end of 1977-78 
season, when Government directed the Company to mtervcne in 
the market when prices of kapas dropped to 3 to d per cent 
above the support prices announced by Government^ 
Accordingly, as a price support measure, the ComiJany purchased 
1,631 bales valued at Rs. 32 lakhs in the States of Gujaraf 
(143 bales), Andhra Pradesh (597 bales) and Karnataka 
(891 bales) This, however, constituted a negligible percentage 
of the total quantity of 6.67 lakh bales purchased durmg the
year.

The role of the Company in the domestic market was thus 
confined to purchase of cotton for meeting the- requirements of 
the NTC mills. A  scheme to supply cotton to NTC was firmlî ed 

and continued with some modifications durmg

1976-77 and 1977-78.
Third Phase (1978-79)

The romnanv had initially fixed a procurement target rf
12 lakh bales for the year 1978-79 of which 6 lakh bales were 12 bales w   ̂ commercial purchases

I?k^ bales for buffer stock. With a
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downward trend in prices, Government revised the target to 
15 lakh bales in March 1979.

8.02 Statewise production of cotton in the Country, 
Coniparty’s purchases and percentage of Company’s purchases to 
total production for the eight years ending 31st August 1978 
is gi.ven in Annexure II. The following, table gives the 
summarised position of the quantum of Company’s purchases for 
the ten years ending 31st August, 1980 :

(Figures in ’000 bales)

Year T o ta l 
produc­
tion in 
the
Country

P roduc­
tion in 
M pha- 
rashtra*

P roduc­
tion cx- 
cludir.g 
M sJis- 
rashtra

C cm - Porccn- Percen-
p a ry ’s t? g ^ o f tP g c o f
pruchascs C om - C om -

p?,r.y’ s pany’s
purchases purchases 
t' t tf 1 to to ta l
prf due- produc­
tion tion ex­

cluding 
M rh a- 
rashtra

1 2 3 4 5 6 7

1970-71 4499 482 4017 8.3 0 18 0 .2 1

1971-72 6564 917 5647 5 17 .3 7 .9 9 .2

1972-73 5417 1053 4364 386.1 7 .1 8.8

1973-74 6309 1016 5293 310 3 4 .9 5 .9

1974-75 7156 1717 5439 3 1 .9 0 .4 0 .6

1975-76 5950 77? 5178 14 9.5 2 .5 2 .8

1976-77 5839 833 5006 534.9 9 .2 10 .7

1977-78 7243 1263 5980 667.2 9 .2 1 1 .2

1978-79 7927 1317 6610 1036.4 13 .1 1 5 .7

1979-80 8020 1780 6240 1 1 1 1 .9 13 .9 17 .8

•M ahPfPshtra M on opoly Procurcm ort S ch  me w rs in'rodi-ccd from  
9th A ugust 1972 but it was susperdcd from  1 1 th Januai y 1974 to 9th August 
1974 and fiom  1st September J977 to 15th Decem ber 1978.

The data furnished in the table and Annexure II reveal the 

following features :

(i) The Company’s purchases during the first year of 
operation i.e. 1970-71 were insignificant, being only



0.2 per cent of the total production. Thereafter, 
during the period from 1971-72 to 1975-76 the 
Company’s share ranged from 0.6 to 9.2 per cent. 
With the finalisation of arrangements for purchase 
of cotton for N TC this went up to 10.7 per cent in
1976-77 and 11.2 per cent in 1977-78. The share 
went up further to 15.7 per cent in 1978-79 and 
17.8 per cent in 1979-80.

(ii) During the year 1971-72, the Company made 
sizeable purchases in Punjab, Haryana, Maharashtra, 
Karnataka and Gujarat as a price support measure 
with a view to averting the fall in prices particularly 
in the border districts where the farmers had started 
making distress sales for fear of loss of crop in the 
wake of Indo-Pakistan hostilities.

(iii) The pmchases were concentrated in the Northern 
States of Punjab, Haryana and Hajasthan during the 
year 1972-73 and 1973-74 constituting about 98 per 
cent and 76 per cent of the total purchases during 
the respective years.

(iv) No purchases were effected from Gujarat during
1972-73 and the purchases made during 1973-74 
were also minimal although that State accounted for 
27 to 35 per cent of the Country’s total production.

(v) Till 1974-75 the Company did not have a definite 
purchase policy laying down the quantities to be 
bought in different states. Except in 1973-74, no 
specific targets of procurement for the Company as 
a whole were also fixed. The Company stated 
(October 1977) that a definite purchase policy could 
not be followed because of the uncertainty about the 
precise role of the Corporation in the cotton economy 
of the country and it was only after the 
recommendation of the Committee 
Undertakings that Government decided m 1975-76
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that the Company should make purchases to meet 
the requirements of N TC besides undertaking price 
support operation. From 1975-76 to 1977-78
piurchases were efieeted in different States depending 
upon the requirements of N TC mills.

(vi) From 1972-73 to 1976-77 the Company could not 
effect any purchases from Maharashtra because ot 
the State Government’s monopoly procurement 
scheme under which growers in ihe State were 
required to tender all the Kapas to the State
Government or its nominees only. But during the 
period 1st September 1977 to 15th December 1978, 
the monopoly procurement scheme remained 
suspended and, therefore, the Company was able to 
make purchases in Maharashtra.

8.03 One of the objectives of setting up the Company was 
to moderate fluctuations in prices ensiuring at the same time a 
remunerative price to the growers. Recommending the setting up 
of an agency in the Public Sector, the Agricultural Prices 
Commission in their Report on Price Policy for Raw Cotton for
1969-70 had observed that in a year of good crop the Agcncy
would purchase extensively so as to rriaintain prices for the
growers and in a year of short crop, before speculative elements 
could queer the pitch, it would release stocks in an effort to 
moderate the rise in prices. The National Commission on 
Agriculture had also recommended (May 1975) that the Company 
should be suitably strengthened so as to be in a position to buy 
25 to 30" per cent of the indigenous crop including a substantial 
portion of the long and extra long staple cotton during, a year 
of norma] production and it should be able to purchase all 
qurtnfities of cotton offered at the minimum prices during a yeai 
of bumper production and act as a holding agency for such stocks. 
The Agricultural Prices Commission in its Report on the Price 
Policy of Raw Cotton for 1977-78 season had also stressed the 
need for sjreater effort at disciplining cotton prices v/a extension 
of (he ambit of the operations of the Company and had stated
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that these objectives would be better served if the Company 
acquired sizeable weight in the mdigenous cotton trade.

During the period 1970-71 to 1977-78 when the Company's 
share of the market ranged from 0.2 per cent to 11 .2  per cent 
the Company cannot be said to have played any significant role 
in stabiUsing the prices. The Ministry stated (February 1980) 
that “it was only in the Textile Policy Statement of August 19/» 
tliat the role of Cotton Corporation of India Limited, m 
disciplining the prices of cotton within reasonable limits was 
given a concrete delineation” . During the next 2 years i.e. 
1978-79 and 1979-80 the Company’s share went up to 14.8 per 
cent and 17.8 per cent respectively, still below the level of 
25 per cent to 30 per cent recommended by the National 

Commission on Agriculture.

8.04 Purchase Procedure

For the purpose of effecting purchases, the Company set up 
nine branch offices one each at Bhatinda (P u n ja b ) . Sirsa 
(Haryana), Sriganganagar (Rajasthan), Ahmedabad (Gujarat), 
Indore (Madhya Pradesh), Guntur (Andhra Pradesh), Bangalore 
(Karnataka), Madras (Tamil Nadu) and Akola (Maharashtra), 
'rhe Branch Office at Akola was opened during 1977-78 lor 
elffectm  ̂ purchases in the Maharashtra State on suspension of 
the monopoly procurement schcme by the Government of 
Maharashtra. Each branch has a number of purchase centres 
where purchases of cotton are made by the cotton selectors. 
Since 1974-75, the Company has evolved a system of intimating 
to the field staff ceiling prices per candy of hnt withm whicli 
purchases are to be effected. Details regarding the purchases 
eliected at the centres are reported by the Branch Offices to 
Head Office through daily/weekly returns which arc reviewed 
by a purchase and sales committee at the Head Office. Up 
1973-74 purchases were made through co-operative societies an 
state marketing federations which worked as a g e n t ,  o f  t h e  

Company on a commission of 1 per cent of the value of kapas.
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It is generally the policy of the Company to efiect purchases 
regulated markets and in open auctions which provide for fair 
competition enabling the growers to get the most competitive 
price for their produce. However, in certain cotton growing areas 
(like those in Gujarat) regulated markets are either not 
functioning effectively or non-existent. In these cases, the 
produce of the growers is marketed mainly through local 

merchants.

In certain states like Punjab, Haryana and Rajasthan, even 
though regulated markets are functioning, sale ot kapas is carried 
out through Adtyas or middlemen who work as agents of the 
Cotton growers in disposing of their produce. These adtyas
arrange to stock the kapas, display it in the mandis and supervise
the weighment on behalf of the growers. In respect of such 
purchases, the Company has to pay to the Adtyas 1 per cent 
commission over and above the price fixed for the kapas and 
market fees (varying from 1 to 2 per cent) payable to the 
Marketing Committees. The payment of commission to the 
adtyas is'provided in the Regulated Markets Act, enacted by the 

respective State Legislatures.

8.05 Purchase Price
The Agricultural Prices Commission recommends the minimum 

support prices of Kapas every year. It fixed the support pnce 
of only one variety viz. 320 F  and the support prices 
of other varieties are fixed by the Government on the basis of 
the normal price differentials between 320 F and other varieties. 
Since one of the objectives of the Comp'any, is to ensure a 
remunerative price to the grower, the Company is called upon to 
make purchases at the support prices fixed by Government, 
whenever ruling prices of Kapas fall below the support prices.

Except during the year 1971-72 and towards the end oi
1977-78 the ruling market prices of Kapas were higher than the 
support prices recommended by the Agricultural Prices 
Commission and, therefore, the purchases effected by _ the 
Company during the other pteriods were on commercial basis at 

niling market prices.
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8.06 The rates fixed by Government were much higher than 
the rates recommended by the Agricultural Prices Commission in 
respect of all varieties purchased by the Company during the 
price support operation of 1971-72. The following table 
the comparative position of the prices fixed by Government and 
the support prices recommended by the Agricultural Prices 
Commission during the years 1971-72 to 1974-75 in respert of 
certain varieties of cotton, of which a review was made in Audit.

(Rupees per quintal)

Variety Prices 
fixed by

Support prices recommended by the 
Agricultural Prices Commission

Govt, 
for pur­
chases 
during 
1971-72

1971-72 1972-73 1973-74 1974-75

1 2 . 3 4 5 6

Punjab
320 F American 

Cotton
195 to 142 
210

142 170 195

Madhya Pradesh
A -51 /9
(I) Certified cotton 220

220(2) Uncertified cotton 210

Gujarat 
K a ly a ji  .
C02 (Cambodia O  
C02 (Cambodia B). 
V—797 .
Digvijay

Guj. 67 
H.4 . .

180 146 146 175 201
235 162 162 194 223
260 167 167 200 229
190 155 155 186 213
240 to 162 to 162 to 194 to 223 to
245 182 182 218 250
305 198 198 238 273
320 217 217 260 298

8.07 Except at a few centres in Karnataka, cotton brought 
by the growers to the mandis is not graded and tfic cotton sclcctors 
have to decide about the quality of cotton and make purchases. 
The cotton selectors are drawn from the Trade. Graduates in 
Agriculture or degree or diploma holders in Textile Technology 
are also directly recruited by the Company as cotton selectors.



Out of 633 field stafE as on 31st December 1980, there were. 
238 field StafE from the Trade. The prices pAid for cotton depend 
on various characteristics of cotton like staple length, spinning 
capacity, pickings, etp. which are determined by the cotton 
selectors by visual inspection. Till 1974-75 there was no system 
of conducting post-purchase check, lotwise, to ensure that the 
quality assessment made by the cotton selectors was correct 
Oct-tura ratio of kapas to lint and percenfage of losses etc. were 
determined only after completion ot ginning and pressing of the 
entire quantity of kapas purchased at the centre. During the 
year 1975-76 the Company laid down a procedure under which 
each Branch Ofi&ce is required to obtain the processing results 
of cach lot of 100 bales and intimate the results to the Head 
Office. A  system of lotwise analysis of all purchases by testing 
laboratories with rcfercnce to staple, grade micronaire and 
strength has been introduced from February 1978.

X.08 Purchase of testing equipment

In order to ensure that the Company’s purchases of cotton 
arc not based upon personal judgement by visual examination, 
the Management in April 1972, decided to supply important 
centres with scientific testmg equipment and for this purpose 
approached the Technological Research. Labor'atorj', Matunga 
(Bombay) (a constituent of Indian Council of Agricultural 
Research), who suggested that Laboratory Gins with G. P. 
balances which could ascertain outturn of lint from kapas by 
sampling method would be useful. An order for the supply of 
100 Laboratory Gins (60 electrically operated at Rs. 3,100 each 
and 40 hand operated at Rs. 2,300 each) and 100 G.P. balances 
at Rs 600 each at a total cost of Rs. 3.38 lakhs was placed on 
the Research Laboratory in August 1972. A few machines 
supplied to Bhatinda Office were tried and were not found to 
be useful. A decision was taken in March 1973 to cancel that 
part of the order which was not executed and to find out ways 
to resell the machines already purchased. The supplier, however, 
did not agree to the cancellation and the supply of all the 100 sets 
was completed in batches till September 1974.
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 ̂ Excepting' one or two sets, these equipment have not been 
put to use in any of the centres. In some cases, the sets reeved  
iiave not even been issued to the purchase centres or - 
they are lying either with the branch oflices or m the warehou • 
Purchase of equipment without ascertainmg their utility and actua 
requirements led to infructuous expenditure of Rs. 3.3b lakhs.

The Company stated (July 1978) that there was general 
reluctance to give up tradftional methods in preference o 
scicntiSc methods for determining lint content and that 
being made to put the machines to use. In February 1981 the 
Company further stated that it was exploring possibilities o 
disposing of the equipment to some other pubhc sector under­

takings which could utilise them.

8.09 Purchase of Cotton for NTC Milt^

<a) T he Company has been considering from time to time 
as to how the Government policy of supplying the requirement 
of cotton-to the mills under the control of NTC could be  
implemented. As far back as August 1971, ‘^ c ^ a r d  of 
Directors of the Company, reached a consensus that N TC snoul 
indicate the annual requirement cf the mills under iis contro 
and on that basis a scheme could bo worked out by the Company 
for purchasing cotton. No concrete proposals, however, emerged 
till January 1975, when in a joint meeting cf the representatives 
of the Ministries of Commerce and Finance, N TC and tie  
Company, it was decided that the two public sector companies 
should work in close co-ordination and a bccinn ng should be 
made by the Company acting as agent for the NTC miHs for 
purchasing cotton by opening twenty purchase centres according 
to the directions of NTC. Because of the difficult liq-nd.ty 
position, N TC wanted the Company to extend the same crcdif 
facilities as were being given by private traders but this proposal 
was not acccptable to the Company ns its own purchases were 
financed from borrowings from hanks. The matter wn  ̂ acain 
di^cussrd at the Board's level in August r>nd i t was dceided
to approach GovernmL'nt to placc sufficicnf fund<̂  at the dispiisal



of the Company so that purchases for N TC mills could also be 
undertaken. Since the N TC mills could not indicate their exact 
requirements and as they also wanted to purchase only fully 
pressed bales of cotton instead of kapas usually bought by the 
Company, , the idea of the Company to purchase cotton for NTC  
mills as their agent was given up and a decision was finally taken 
in October 1975 to make purchases on commercial basis as per 
the indents to be placed by N TC mills. The terms and conditions 
of supply of cotton diuring the year 1975-76 were drawn up in 
consultation with N TC and were later approved by the Board in 
January 1976.

(b) During the years 1975-76 to 1977-78, the Company 
effected purchases mainly to meet a part of the requirement of 
N TC against the indents placed by it in advance. Although the 
annual consumption of N TC is about 10 lakh bales excluding 
about 2 lakh bales of the varieties grown in Maharashtra where 
the Monopoly Procurement Scheme is in operation (and which 
the Company cannot, therefore, cover), the actual quantity 
indented by N TC from the Company was far less than their actual 
requirement. The following table indicates for three years 
quantities indented by NTC, purchased by the Company, lifted 
by NTC, not lifted by N TC and the estimated value of the imliffed 

quantity.
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Year Quar.titv Qupr.tity Quar.tity Quartity Estima-
Mcr'tert puvcha- liftrd by nr t lifted ted value
by NTC s^dby NTC by NTC r f  qiian-
(bales) the Com- (bates) (bales) tjty not

p?r.y 
(bales) NTC 

(Rc. in 
lakhs)

1
1075.76 2,00,000 1,49,303 1,44,000 5.503 157.60
1976-77 ■ 6.01,000 5,34,863 3,52,850 1,82,013 3,198.49
1977-78 . . 7,35,000 6,67.189* 4,95,000 1,72,189 2,682.03

 ̂ * T h i r i n c I u d c s  1 .1 3  la k h  b i b s  p u rchased  in excess  o f  the N T C  indents 
f o r  c i r t i i n  v i r i - t i ’ S t ,  m ^k o u p  th= s h .r t fa l l  in o th> r va r .^ tu s  w u h .n  the 
sam e  c o u n t  g r o u p .



It would be seen that the quantity lifted by N TC fell short 
of the quantity indented in all the years resulting in sizeable 
accumulation of stock with the Company at the end of 1977-78. 
Faced with this situation, the Company sought permission from 
Government to sell the unlifted quantity to other organisations and 
sold 23,931 bales in 1976-77 and 9,943 bales in 1977-78 to 
non-NTC mills incurring heavy losses. The Company stated that 
while indents placed by N TC  on the Company were not binding 
on N TC which had an option to buy from other sources, the 
Company had no choice but to sell to NTC mills only on account 
ot the limited role assigned to it till 1977-78.

8.10 Loss of Rs. 220.52 lakhs on the purcha-.e of Cotton from 
Giiiarat State Co-operative Cotton Marketing Federation

In February 1977, the Gujarat State Co-operative Cotton 
Marketing Federation offered to the Company for sale full 
pressed bales of various varieties of the crop year 1976-77, which 
had been lying with them unsold for sometime. The accumulation 
of the stock with the Federation was stated to be due to its 
holding back the stock from the market in anticipation of higher 
prices, which did not materialise due to large imports of cotton 
by the Company.

The Branch Manager, Ahmedabad, who was consulted on the 
proposal of the Federation, stated that the Federation’s rates were 
higher than the ceiling rates fixed by the Head Office and that 
the requirement of N TC mills fthe Company was purchasing 
cotton only to meet requirement of NTC) had already been met 
by the Company’s own purchases of kapas. In view of this 
pcsit’on, the Company referred (May 1977) the matter to 
Government for their decision, recommending that the request 
of the Federation for purchase of their full pressed hales at 
ruline market price, particularly when the Industry was not ready 
to buy it, deserved sympathetic consideration. On 3rd June 
1977 Government sought from the Company clarification as to 
whether it would be possible to purchase the Federation's cofton 
as an advance purchase against N TC’s next year’s requirement
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and whether any outstanding foreign contracts could be stopped 
to accommodate the purchase of the Federation’s cotton. The 
Company informed Government on 4th June 1977 ' that if 
Shankar-4’ variety' which accountcd ior the bulk of the cotton 
oHered was purchased at ruling mark'et pricc for sale to NTC  
in tlie following year, substantial funds of the Company would 
be blocked and the Company would have to cTiarge 2 per cent 
carrying charges, in which case cotton woidd have to be sold 
at Rs 7.000 per candy (approx.) whereas it might be available 
to NTC in the ranse of Rs. 5,000 to 5,600 per candy. It was 
also pointed out that NTC might not pay such high prices and, 
therefore, advance purchase for meeting NTC’s future require­
ments was not advisable. Cancellation of foreign contracts or 
deferrina the dielivery schedules already fixed was also not 
favoured” as this would have entailed payment of compensation 
and carrying charges in foreign exchange. Despite this position 
and in furtherance of Government’s desire to help the Federation 
to liquidate the stock, the Company purchased 13,080 bales of 
Shankar-4 (besides 637 bales of other varieties) from the 
Federation in J u ly /A u g u s t  1977 at rates ran,King from Rs. 5,020 

to Rs. 5,750 per candy.

F.ven during July/August 1977 when the Federation’s cotton 
was being purchased by the Company, the price of cotton was 
fallin® O-it of 13,717 bales purchased, the Company sold 
13 ofs bales upto 30th June 1981 at a loss of Rs. 200.79 laklis 
In'respect of the unsold stock of 699 bales, the loss is estmiated 
at Rs. 19.73 lakhs at the prices prevailing in June 1981.

The Company stated (November 1977) :

“Due to imposition of credit control by the Reserve Bank 
of India, difficult financial liquidity of the Textile 
Mills on the one hand and the bearish market 
conditions on the other, Gujarat State Cotton 
Co-operative Marketing Federation found itself
saddled with huge stock of long staple cotton..........

...........  Even at the time of purchase there was



not enough demand for this cottou. The same was 
accentuated with the arrival of imported cotton for
which mills were already committed .....................
........................... Shankar 4 being a long staple variety

is used only by restricted mills.”

Tlie Ministry stated (February 19S0) that Government had 
taken a conscious decision to advice the Company to go to the 
rescue of the Co-operatives of Gujarat and that this was done 

. as a matter of expendiency and also to help the Gujarat farmers.

Thus the Company bought the cotton from the Federation as 
the latter could not find buyers in the oj»en market. The purchase 
was also not in furtherance of any price support scheme as no 
such scheme was in operation at that time.

8.11 Purchase of cotton and lint of inferior quality
A  review of the purchases of cotton and lint effected duriii:’ 

1976-77 at Ahmedabad and Indore branches revealed that in 
several cases the quality of cotton and lint purchased by the; 
selectors was poor. Consequently, their sale resulted in loss of 
Rs. 43.38 lakhs to the Company as discussed below :—

(a) Ahmedabad Branch
In several cases it was observed that the quality of cotton 

purchased by the cotton, selectors was inferior both in respect of 
grade and staple length necessitating grant of “ off” allowance on 
the cotton supplied to N T C  mills. The reduction in price that 
had to be allowed amounted to Rs. 7.43 lakhs (The reduction 
allowed by other branches on similar count ranged between 
Rs. 0,04 lakh and Rs. 1.26 lakhs only).

Among other varieties, N TC  (Gujarat) had placed indents 
with the Ahmedabad Branch for supply of 8,000 bales of CJ-73 
variety of cotton during the period October 1976 to January 1977. 
Against this, the Branch Office tendered 8,500 bales for selection, 
out of wliich the mills selected only 3,300 bales. The balance
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quantity of 5.200 bales was rejected and the mills did not chooSe 
to lift these.bales even at reduced price on the ground that the 
quality of cotton was far below standui'cl. After lllC SClCCtiOD 
o£ 3,300 bales, N TC  (Gujarat) treated the indents as closed. 
As against the procurement cost of Rs. 4,022 per candy, these 
bales were sold to other parties between November 1977 and 
March 1978 at rates varying from Rs. 2 ,500  to Rs. 2 ,800  per 
candy resulting in a loss of Rs. 35 lakhs (approx.).

The Compacy stated (November 1977) that the selection qF 
kapas by the cotton selectors was done on visual basis and, 
therefore, some allowance for error of judgement had to be made 
and that Branch Offices had been advised to tighten their 
supervision to obviate complaints regarding quality of cotton and 
to initiate disciplinary proceedings against the defaulters. The 
Company further stated (April 1979) that explanation of the 
concerned official was called for, but before any action could be 
taken, he met with a fatal accident in February 1978.

(b) Indore Branch
During the year 1976-77, the branch officc at Indore purchased 

at Indore cc.ltrc 5,109 quintals of hnt of 197/3 variety and 
6,662 quintals of lint of A-51/9 variety. Although accordmg 
to the daily purchase reporting proforma prescribed by the Head 
Cyffice of the Company, the Branch Office was required to indi­
cate in the report information regarding total arrival of lint, 
highest and lowest market rates of each variety of cotton, market 
rate of Full Pressed (F.P.) bales etc., these details were not 
furnished by the Branch Office with the result that ic could not 
be ensured that the purchases were effected at competitive rates.

A comparison made by Audit of the price of lint purchased 
bv the branch office at Indore Centre with the market rates at 
Ujjaiti. an adjoining centre, revealed that the Company’s purchase 
rates were higher by Rs. 84 to Rs. 220 per candy.



/
The lint dir(xtly purchased does not require an\' lurthci 

processing but has to be only pressed into bales before saJe. 
Therefore, normally tlierc is not much variation in the weight oi 
Iho liĵ l sent for pressing nnd the welpln of the F. P- biOes obtain-
c<.l thorcfrom. Out of 11,771 qiuntais of lint purchased and sent 
tor pressing, the Branch O'Jlicc, Jiowcvcr, jioi i»nl\ 11,716 
(luinials of F.P. bales, 3 quintals of waste cotton (not pa’ssed 
into bales) and 4 quintals of cotton seed. The balance 48 quintals 
was iTĈ 'ited as loss in processing. In monetary terms the loss 
i<> ihe Compiuiy on account of shortage of 48 quintals and 
Wa.stage of 7 quintals amounted to R s. 6 7 ,7 8 0 . Further, out of 
1 1 ,7 1 6  quintals of F .P . bales, 12 bale  ̂ ( 2 0  quintals) were of 
wa.slc coUon and 2 bales (3 qiiintal.s) were of yellow pickin^.
rea lisa b le  v a lu e  o f  w liich  w ou k l be very  n eg lig ib le , as comptjrec! 
to  Ihcir procurem ent co st  o f  R s. 2 7 ,1 8 1 . T h e  purch ase o f  lin t 
o f  in ferior q u ality  and abnorm al shortage put the Company U> a 
lo ss  o f  Rs- 9 4 ,9 6 1 . T h e  C o m p an y  stated (A p r il 1 9 7 9 )  that the  
lint purchased  h w  s ta te d  to  h a v e  b een  su b jected  to  p re-c lcan in g  
thTOLigh th e lin t  op en er b e fo re  p ressin g  in to  F.P. b ales ;uid there­
fore. a  certain  a m ou n t o f  sh ortage w as u n avoid ab le .

B ut n o  ex p lan ation  w a s furnished  for the presen ce o f .seeds. 
W aste co tton  :md y e llo w  p ick in g  in the h’nt, w h ich  n orm ally  shou ld  
liavc- been  scg^^regatcd in  the g in n in g  process itself. Further, in 
Ihc t;a,sc o f  kapas piu'ctiased b y  th e  C o m p an y  im d ginned  in to  
lint o r  lint d irectly  purchased in other branches (B a n g iJ orc  Uranch 
had p urcliascd  lint in 1 9 7 5 -7 6  and 1 9 7 6 -7 7  and A hm cdabad  
B ranch  in 1976-77 and 1^77-78) n o  pre-c lean m g operation  was 
resf)rted to.

I'hi M inistry stated (A p ril 1 9 8 0 )  that “the A ssistant M anager 
\vh«' v.'K there in charge o f Indore B ranch has sin ce been rem w ed  
IroiTi serv ice” .
9. Gmning and Pressing of Kapas

9 .0 )  K apas purchased is ginned to rem ove seeds and olhcsr 
im purities and the lint obtained  is pressed into bales o f standard
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s ize  an d  sold . T h e  C om p an y enters in to  ag tcem en ts  'viUi flic 
g in n in g  an d  p ressin g  factories before tiie  start o f  the sea son  for  
ex c lu s iv e  p ro cess in g  as far a s  p ossib le . T h e  chargcs for ginning  
an d  p ressin g  are fixed  b y  each  State G overn m en t. Q uantitative  
accou n ts  .of Icapas g inned , lin t and seeds obtained  and bales press­
ed  arc k ep t a t ea ch  centre and w hen g in n in g  o f  aU kap as pur­
ch a sed  a t a  particu lar centre is  co m p leted , outturn ratio  o f  kap^is 
to  lin t and p ro cessin g  lo ss  o f  that centre are determ ined- A  
lo w  lin t  outtiurn ratio  is  in d ica tive  o f  the p o o r  quality  o f kapas 
purchased . P rocessin g  lo ss  or ginning loss  is the d ifference  
b etw een  the w eigh t o f  kapas and the total w eight o f  lin t, seed s, 
y e llo w  p ick in g , w aste co tton , ca n d y etc . A  high p ercen tage o f  
lo ss  cou ld , am on g other th ings, b e  due to w rong w cighm eiit. 
shortage in  transportation from  m andis to  ginn in g factories, low er  
g in n in g  efficien cy o'f the m achinery in th e factories, etc.

9 .0 2  I T p  C om p an y  consid ered  (M arch  1 9 7 3 )  that 1 /4 %  
loss o n  g in n in g  w as acccptab le as b ein g norm al. In the agree­
m ents entered  in to  w ith the ginning factories, how ever, there is 
no stip u lation  about the m axim um  p erm issib le percen tage o f  loss  
in g in n in g  operations. In its gu idelines issued to  the branch  
oflTices for th e year 1 9 7 4 -7 5 , the perm issible lo ss  w as indicated  
as 1%  w hich w as again reduced to L /2%  in the gu idelines issued  
for th e season  1 9 7 5 -7 6 . A ctu al losses in  ginn in g wpre, how ever, 
m ore than th e p erm issib le percentage indicated^in the guitielinc's 
in  m any centres. T h e range o f lint putturn for different varieties 
o f kapas is indicated in  the Indian C otton A n n u al published  by 
E IC A . A  review  o f  the y ie ld  from  kapas p rocessed  a: various 
centres revealed  that in  a  num ber o f  centres lin t outturn w as 
less than the m inim um  outturn specified in the Indian C otton  
Annual.

T h e  loss  suffered by the C om pany o n  account o f  the ginning 
lo ss  ex ceed ing 1 per cen t during the years 1 9 7 1 -7 2  to  1 9 7 7 -7 8  
w as R s. 2 7 9 .2 5  lakhs, exclu d in g  centres in T am il N adu  and  
certain  other centres for w h ich  inform ation w as not available  
Sim ilarlv. the loss on account o f  shortfall in lint outturn during
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ihe period was Rs. 347.03 lakhs. Yeanvise figures oT sucli losses 
are indicated below ;—

(R u p e e s  in lakhs)

Y e a r

1
1 971 -72
1972-73
1973-74
1974-75
1975 -76
1976-77
1977-78

G in n in g  loss  
in  excess  o f  

1 p er  ce n t

L o s s  o n  
a c co u n t  o f  
sh o r t fa ll in 
lin t ou tturn

1 6 .3 6
5 6 .3 3
6 4 .5 3

1 .5 0
4 .9 0

6 3 .9 2
7 1 .7 1

2 7 9 .2 5

5 .4 3

1 8 .5 4  
3 .4 8  

2 7 .8 1  
2 0 1 .9 3  

8 9 .8 4

3 4 7 .0 3

(V id e  A n n e x u re  H I )

Referring to the high percentage of ginning losses, the Com­
pany stated (April 1979) tliat the Ahmedahad Textile Industry 
Research Association to whom the matter was referred had 
intimated tliat no norm for ginning loss was available in any 
literature and based on experience, the loss percentage generally 
Varied from 1 to 3 and in certain cases, e.g. Theni in Tamil Nadu, 
the loss percentage could even be 15. Losses on account of 
ginning loss exceeding 3 per cent in centres other than in Tamil 
Nadu were as follows :—

Y e a r

1
1971-72
1972-73
1973-74
1975-76
1976-77
1977-78

N o .  o f  
cen tres

Q u an tity  
lo s t  in 

q u in ta ls

V alu e  in 
lak h s  o f  R.S.

2 3 4

. ' . 12 3707 6 ,2 0
13 2971 6 .6 8
16 1816 6 .1 9

3 197 0 .9 1
11 1019 5 .2 2

; . . . 9 496 1 .9 7

T o t a l 2 7 .1 7



A b o u t sh ortfa ll in  Jiat ou ttu rn  th e  C o m p a iiy  sta ted  (Tuly  
1 9 7 8 )

“T h e  g in a in g  p ercen tages vary from  p la ce  to p lace, region  
to  reg io n  an d  S tate to  S ta te  d ep en d in g  u p on  th e  

. c lim a tic  a n d  so il co n d ition s. T h ey  a lso  vary  fro m  
o n e  p ick in g  to  another. T h e  q u a lity  o f  seed  and its  
gen era tion  u sed  fo r  sow in g  a lso  greatly injSuence 
th e  g in n in g  percen tage. T h e  co n d ition  o f  g inn in g  
factor ies  a lso  affect g in n in g  p ercen tages. In  
v ie w  o f  th ese  it is  h igh ly  d ifficult to  standard ise gin­
n in g  p ercen tages fo r  d ifferent Ind ian  varieties and  
w ork  o u t  th e  lik e ly  lo s s” .

It m ay, how ever, b e  sta ted  tliat th e  norm s in d ica 'ed  in  
Indian  C o tto n  A n n u a l b y  th e  E IC A  m ust h ave b een  arrived at 
after m ak in g  a llo w an ce  fo r  variations o n  accou n t o f th ese  factors  
sin ce  separate norm s h a v e  b een  laid  d o w n  for different reg ion s.

'ITie M in istry  sta ted  (O cto b er  1 9 8 0 )  that th e  C o m p an y  w as  
co n sc io u s  o f  th e  financial im plica tion  in vo lved  in  lo w er  outturn  
an d  had tak en  v ar iou s m easu res such as h iring o f  ex c lu siv e  
G im iin g  and P ressin g  F actor ies, ascertain ing h ea p w ise  processin g  
results and regular rev iew  o f  purchases and processin g  (cen tre-  
w ise  and variety  w ise )  to  safeguard its interests.

9 . 0 3  Setting up of Ginning and Pressing Unit

In M ay  1 9 7 3 , th e  B oard o f  D irectors o f  the C o m pany autho­
rised  th e M anagem ent to  set up  C o m pany’s o w n  ginning aiul 
p ressin g  units esp ec ia lly  in  th e areas w here in tensive cotton  
d ev elop m en t sch em es w ere b ein g  im plem ented  a^ the e.x>stiag 
ginn in g factories w ere fo u n d  to  b e  s low  and inefficient cau.smg 
d eterioration  in  q u ality  o f  co tton , lint and seed s. A ccord inaly . 
R eg io n a l O ffices w ere advised  to  con d u ct surveys so  as to find 
ou t facilities and leew ay s w h ich  w ould b e  covered  b y  the C o m ­
pany. A  p rop osal for  settin g  up  ginning and pressing facton es  
at 13 centres in  the N orthern  R eg ion  and 3 centres in the
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S ou th ern  R e g io n  w a s su b m itted  to  th e  B oard in  Ju ly  1 9 7 3  The 
B oard  d id  n o t  ta k e  any d e c is io n  b u t w a n ted  th e  m atter to  b e  
ex am in ed  fu rth er in  th e  co n te x t o f  th e  C o m p an y’s p u rch ase  p ro ­
gram m e an d  th e p ro cess in g  fa c ilit ie s  required for the sam e  
th rou gh ou t th e  cou n try .

F in a lly , in  N o v em b e r  1 9 7 3  it  w a s  d ec id ed  to  se t up  in  som e  
im p orta n t cen tres  m o d ern  g in n in g  & p ressin g  facto r ies  and a p p ly  
fo r  n ecessa ry  fo re ig n  ex ch a n g e  for im p ort o f  m ach in ery  from  
ab road . B y  th is tim e, a  stu d y  tea m  o f  th e  In tern ation al B an k  
fo r  R eco n stru ctio n  an d  D e v e lo p m en t h ad  g o n e  in to  th e co tto n  
p ro b lem s o f  In d ia  a s  a  part o f  th e  W orld  B a n k  C o tto n  E xp an ­
s io n  P rogram m e and ca m e to  th e  co n c lu s io n  th a t In d ia ’s  gm n m g  
an d  p ress in g  fa c ilit ie s  w ere  o u td ated  a s  a  resu lt o f  w h ich  co n ­
s id era b le  lin t  w a s lo s t  in  th e  p ro cess  o f  g in n in g  aiid  pressing. 
T h e  team  reco m m en d ed  th e  settin g  u p  o f  new  g in n in g  a r d  p ress­
in g  fa cto r ies  eq u ip p ed  w ith  h ig h  ca p a city  g in  stan d s o f  la test  
d ^ ig n  and tech n o lo g y . T h e  C o m p a n y  a p p roach ed  (Ju ly  1 9 7 5 )  
G ov ern m en t to  nom in,ate th e  C o m p a n y  as an  a gen cy  fo r  im p le­
m en tin g  In ten sive  C o tto n  D e v e lo p m en t P rogram m e o f  the Inter­
n ation a l B a n k  for R eco n stru ction  an d  D ev e lo p m en t in selected  
areas and to  p ro v id e  n ecessa ry  financial assistan ce fo r  settin g  
u p  m o d e l g in n in g  and p ressin g  factories. A s  n o  favou rab le  
resp o n se  to  th is  p ro p osa l w a s received  fro m  G ov ern m en t, th e  
M an agem en t in  M a y  1 9 7 6  prepared  a  P roject R ep ort for  settin g  
up  a  d o u b le  ro ller  g in n in g  and p ressin g  factory  in  A n d h ra Pra­
d esh , p referab ly  in  G untur, a t a ca p ita l c o s t  o f  R s . 3 5 .0 0  lakhs  
and w ith  a  w ork in g  ca p ita l requ irem ent o f  R s. 2  0 0  lak h s and  
subm itted  it to  th e  B oard. A cco rd in g  to  th is R ep ort th e C o m ­
pan y  v a s  cx p ected  to  earn  a p rofit o f  R s. 3 9 ,2 4 0  b y  ginnm g  
3 0 ,2 4 0  qu intals o f  kapas and p ressin g  1 6 ,8 0 0  b a les in  a year. 
T h e  B oard  con sid ered  th e  R ep ort an d  asked  th e  M an agem en t  
to  liave a  tech n ica l feasib ility  report prepared b y  a  com p etent  
orc^anisation. A ccord in g ly , th e  w ork  o f  preparation o f  fca.si- 
billty  report fo r  the settin g  u p  o f  a factory  at G u n tu r C entre m  
\n d h r a  P radesh  w a s entrusted  to  M / s .  K irlosk ar-C on su ltH its in  
Ju ly  1 9 7 6  at a fee  o f  R s . 2 5 ,0 0 0 . T h e consu ltan ts subm itted
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their rep ort ii i  N o v em b e r  1 9 7 6 . O n  b e in g  ask ed  to  in tim ate  
th e fiction  tak en  o n  th e  co n su ltan ts’ report, th e C o m p an y  stated  
(J u ly  1 9 7 9 )

“ In ’v ie w  o f  the com p aratively  lim ited  p urchases b y  the  
C o rp oration  in  A n dhra P radesh , a  p rop osa l w as  
m o o ted  to  set u p  a  m od ern  g inn in g and p ressing  
factory  in  R ajastlian  but th e G overn m en t oY R ajas­
than  fe lt  that it m ight m ak e th e  ex istin g  sm all scale  
factor ies  s ick  and throw  p eo p le  ou t o f  eptploym ent. 
T h erefo re, th e C orp oration  is con su ltin g  the State  
G o v en m ien ts  o f  P unjab and M ad h ya  P radesh  w ith  
regard to  availab ility  o f  land and other infrastructural 
fac ilities” .

T h e  C om p an y  further sta led  (February 1 9 8 1 )  that a p ro­
posa l to  purch ase o n e  ginn in g factory at K an ood  in  M adhya  
P radesh b elon g in g  to  N T C  (M P )  Ltd. w as under its considera­
tion- B esid es, S tate G ov eriu n en ts o f Punjab, H aryana, A ndhra  
Prridesh, G ujarat an d  T am il N a d u  had b een  approached b y  the  
C om p an y fo r  allotm en t o f  land  at se lected  centres to set u p  
ginnin g and pressing factories. T h e results o f  these efforts o f the  
C o m p an y  are iiw aited  (M arch  1 9 8 1 ) .

9.06 SetUnt; up of seed oil extraction plants

O n  the b asis o f a  proposal put up by the M anagcm enl. the 
lio:urd approved (J u ly  1 9 7 3 )  in  principle the setting up  by the  
C om p an y o f  fou r seed  o il extraction plants o f 2 0 0  tonnes capacity  
cach  on  the fo llow in g  considerations.

( i )  T here w as considerable fluctuation in seed  prices 
from  year to year w hich m ade the operation o f the 
C om pany ex trem ely  risky. Sales o f  cotton  seed  
w ere effected by the cotton  selectors in smull m andies 
and traders took advantage o f the situation and tried

4 8

o



tn  ex p lo it  it. It w a s, therefore, in the C om p an y’s 
in terest to  se t u p  seed , oil ex traction  p lants c t  their 
ow n .

( i i )  D u rin g  |the yea r  1 9 7 3 -7 4 , th e C o m p a n y ’s plan " as  
to  purch ase k ap as (a b o u t 2 5  lakh b a le s )  instead  o f 
fu lly  p ressed  b a les. Seed  fro m  its o w n  kapas 
togeth er  w ith  se e d  ava ilab le fro m  large m on op oly  
p u rch ases b y  M aharashtra State, w h ere su llicient 
n u m b er o f  seed  o il extraction  p lants did  not ex ist, wa^ 
co n sid ered  sufficient to  run the plant.

( i i i )  t h e  In ternation al B ank for R eco n stn ic iiu n  and 
D ev e lo p m en t in its Pre-appraisal Integrated C otton  
E>ovelopm ent P roject had ob served  in  J u n e  1973  
that o n ly  4 5  p er  cen t o f  co tto n  seed  p roduced  in 
Ind ia  w as b ein g  cru sh ed  for  o il ex traction  and diat 
too  very p oorly . I f prop erly  p ro cesseJ , m ore o il 
co u ld  be ex tracted  from  the seed  and if all the cotton  
seed s av a ilab le  in the country w as crush cd , im port ol 
ed ib le o il from  U .S .A . cou k l be elim inated  or greatly  
am eliorated-

L ater, on the ad v ice o f  an E xp ert C om m ittee  (con stitu ted  
by the Q ia irm a n  o f  the B o a r d ), a Project R ep ort for  a 200 -  
'o n n c  ca p a city  p lant was g o t prepared b y  a firm on  paym ent o f  
R s. 5 -0 0 0 . T h ereafter a Project M anager w as rpp ointod  in 
Septem ber .1 9 7 4  to  fix the specifica tion s o f  m acliin eiy  and  
-cru tin ise the q u otation s to  be obtained . T h e  Projccl M anager  

prepared a final Projcct R eport w h ich  indicated that a 
.a p ita l ou tlay  o f  R s . .2  a 'o res  w ould  be in vo lved  Tor settin g up a 
2 0 0 -to n n e  cap acity  p lant and the plant has to be fed with large 
juantities o f  co tton  seed  throughout the year lo  mai^e its tunc- 

fion ing viab le. W h en  the M anagem ent sought the B oard '  
,pproval for  this, the Board d ecided  (January that
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b ecau se  o f the heavy o u ila y  in vo lved  a feasib ility  study o f  
settin g  up a p lant w itli a cap acity  o f  crush ing 100 -ton n e o f  
cotton  seed s per d ay  should  be undertaken.

A ccord in g ly , a  feasib ility  report prepared b y  the Project
M anager w as put u p  to  th e E xpert C om m ittee  which suggested  
C27th Febru ary 1 9 7 5 )  co llec tio n  o f further data regarding oil 
contct an d  oiJ seed s in  S ou th ern  R egion  an d  survey o f  Southern  
R egion  w h ere n o  plant ex isted . N o  su ch  survey w;;s conduct­
ed and the services o f  th e Project M an ager w ere d iscontinued  with  
effect from  1st April 1975 after incurring expenditure o f
R s. 1 2 ,4 5 5  tow ards his pay and allow ances.

T h e  M anagem ent stated (M a y  1 9 7 5 )  as under

“T h e  C orporation  w as granted on ly  a credit o f  R.s. 10
crores during the current year for its pi;rchase in
all co tton  grow in g  states in the country. W ith this 
m eagre credit, the C orporation could  not m ake 
m uch headw ay in its purchase, with the result if 
w as feared there m ay not b e  sufficient cotton  seed  
to  feed  even  the 1 00 -io n n e  plant. A s and w hen  
m ore funds are m,ade available proposal for setting  
u p  a co tton  seed  extraction  ■ plant w ould  he re­
v iew ed ”-

In N o vem b er 1 9 7 5  the M anagem ent brought before the  
Board a  p roposal for hiring capacity  on tonnage basis in cottor> 
ic e d  oil extraction  plants. T he B oard d ecid ed  th a l as ^an ex ­
perim ental m easure the C om p an y should enter in to  agrecm ert 
with co tton  seed  oil extraction  P lants, preferably in the vSouth, 
on a pilot basis. T h e m atter w as again consid ered  by the Board  
in N ovem b er 1 9 7 7  w h en  the M anagem ent w as authorised to hire 
a co tton  seed factory on  experim enta l basis for crush ing o f  
cotton  seed . A ccord in gly , the C om p an y approached the  
C o-op erative C otton  Seed C rush ing Plants at A nand in Gujarat

50



51

and a, Giddcrbha iu Punjab, th c s . PlanB ^  “
offer their crush ing cap acities w h ich  w ere lying id le, th e  . P 
found that a s  there w as n o  parity in th e prices o f co  • 
and prices o f  o il and o il cak e, it Would not b e  an  econom i > 
v iab le  p rop ositio n  to  get a  p ortion  o f  its stocks o f  ^
crushed in an oil extraction Plant. T h e  proposal was, thire

held in  abeyance.

T h e  M inistry stated (O ctob cr, 1 9 8 0 )  that ‘the Corporation  
has taken o n  hire basis C o tton  Seed C rush ing P lants at A'-vhar, 
M alout, D a b w ali and Sirsa for  crushing co tton  seed s dui -î H. tn . 
currcnt season  1 9 7 9 -8 0  o n  an experim ental b asis’.

10. Sale of Indigenous Cotton

10.01 (a )  Pricinf; and  sales po licy

In  1 97 0-71  the C om pany acted as agent o f  the m ills m both  
•the p u b lic  sector and the private sector for  buyin g  co tton  For 
th ese sa les th e C om p an y recovered  its total costs, in d u d m e  
carrying charges and service charges o f  1% . T his policy  
continued till M arch 1 9 7 2 .

U n d er a G overnm ent directive issued in A p ril 1 9 7 2  the 
C o m pany purchased 5 .1 7  lakh bales during 1 9 7 1 -7 2  as a  p n ce  
support m easure at prices fixed b y  the G overnm ent above the 
prevpiling m arket prices. O f these stocks, 4 .5 3  lakh  bales were 
held  in stock  at the end o f  the year. F accd  w ith  th e serious  
problem  o f d isposin g  o f  the huge stocLs, the C om pany departed  
from  its norm al practice arxl so ld  cotton to  private traders w ho  
had b een  financing m ills  for m eeting their cotton  requiremcnLs. 
T lie  prices w ere a lso  brought d ow n  to  m arket rates in D ecem ber  
1972. B esid es, the C om pany a lso  sold cotton to  the m ills through 
trade agents paying com m ission  o n  the sales. T he practicc o f
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se llin g  co tton  to  p rivate traders as w ell as m ills  and o f em ploying' 
trade agen ts w a s follow ed, u p to  A p ril 1 9 7 4 .

D u rin g  1 9 7 3 -7 4 , th e prices o f  cotton  w ere co n tin u ou sly  rism g  
from  the b eg in n in g  o f  th e seasorf. In  Septem ber 1 9 7 3 , the B oard  
o f  D irectors appointed  a Sub -C om m ittee h ead ed  b y  th e T extile  
C o m m issio n er w;ith th e Jo in t Secretary in the M in istry  o f  C o m ­
m erce as o n e  o f  its m em bers to  exam in e the p urchase and sales  
p o lic y  o f  the C om p an y. W h ile  exam in in g  th e sa les p o licy , the 
C h airm an o f  th e Sub -C om m ittee observed (M arch 1 9 7 4 ) that the  
prim ary ob jectiv e  p f stab ilisation  o f  prices w ould  n ot b e  ach ieved  
if th e C om p an y  w as to con tin u e its p o licy  o f  se llin g  and buying  
at m arket rates esp ec ia lly  in  v iew  o f  the short crop and increased  
m id co n su m p tion . T h e C o m m ittee , therefore, recon im ended  
su sp en sio n  o f  sa les o f  sto ck s. T h e B oard  o f  D irectors considered  
th e recom m en d ation  o f the Sub -C om m ittee and decided  (M arch  
1 9 7 4 )  to susp en d  all sales. H ow ever, it w as d ecid ed  to se ll the 
old  crop  o f  1 9 7 2 -7 3  to  G overnm ent run m ills and C o-op erative  
m jlls so  as to avoid  deterioration in quality. A s the N T C  m ills  
w ere prepared to  take on ly  the n ew  crop , the m atter w as  
reconsidered b y  th e Board (A p r il 1 9 7 4 ) an<l w ith a v iew  to  
stabilisin g the prices if w as decided  that the C om pany’s stocks  
s h o u l d  b e so ld  on ly  to  the m ills on a fortnightly basis by even ly  
spreading the stock s over the rem aining period  o f the season
1 9 7 3 -7 4  at cost prices (in clu d in g  carrying ch a rges) w hich were  
iow er ih a n  m arket prices. In pursuance o f th is d ecision  2 0 ,0 4 3  
b ales w ere ofTercd for  sale through a circular issued on  4 ih  M ay  
197 4 . in response to  w h ich  2 0  m ills sent their offers for a total 
quantity o f 8 9 .2 1 9  b ales. In  v iew  o f the fact that th e dem and  
far exceed ed  the quantity released, it w as decided  (3 1 s t  M ay  
1 9 7 4 ) to sell the stock  on  the basis o f the num ber o f  m etalled  
s p i n d l e s  o f  each apiMicant m ill. Later, 1 9 7 3 -7 4  stocks w ere also  
r e l e a s e d  for sa le  on*a fortnightly basis.

(b )  T h e  fo llow in g  table indicates the num ber o f b a les released  
lor sale, num ber o f b ales indented by m ills in both public and



p„valc sccl,..> aiul il.c wl<l u, them Jurmg the p c n o j  fvom May 1974 w S c p K m b c r

1974 __

R elease circu lar N o . K o . o f  Ixiles released  
and date

N o . o f  bales indented  T o ta l
by

A llo c a t io n  o f  ba les  
to

Public
sector

Private
sector

P ublic
sector

1. C C I /ll /S a le s /1 / . 20,043 (1 972 -73) 14,453

7 3 -7 4  D a ted  
4-5-1974.

2. C C l'lI /S a le s /2 / 22,801 (1 972 -73) 7,023
7 3 -7 4  D t. 1-6-74.

3. C C I ,ll /S a le s /3 / 20 ,083  (1972 -73) 400
7.3-74 D t . 4 -6-74. 5 ,419 (1 973 -74)

4, C C I/H /Sales,;4 4 3 ,2 56  (1973 -74) 11.099
7 3 -7 4  D t. 25-6-74.

5. C C I /ll /S a le s /5 / 14,548 (1 972 -73) 50,836
7.3-74 D t. 31-7-74. 25,859  (1 973 -74)

6. C C l/lI /S a le s /6 / 6 0 ,404  (1973 -74) 65,533
7 3 -7 4  D t. 13-8-74.

7. C CIylI./Sales/7/ 13,208 (1972 -73)
73 74 D t. 17-9-74. 4 0 ,099  (1973 -74)

2 ,65 ,720 1,49,344

74,766

50,77.-?

74,444

. ^ 0 . 9 8 5

5

8 9 ,2 19

5 7 ,796

7 4 ,8 44

42 ,0 8 4

1,64,573 2 ,15 ,409

8,233

5 .046

279

6,715

10,719

13,227

2,557 2,557

Private
sector

7

11,810

17,755

19,804

1,882

21,987

32,556

2,557

T o ta l

20,043

22,801

20,083  (1 97 2 -7 3 ) 

8 ,597

11,613 (1 9 7 2 -7 3 ) 
2 1 ,093  (1 97 3 -7 4 )
4 5 ,783

800  (1 97 2 -7 3 ) 
1,757 (1 97 3 -7 4 )

4 4 ,219  1,08,351 1 ,52 ,570______

T h e  quantity a llo tted  (1 ,5 2 .5 70  ba les) ,s less than the q u a n  ,ty it
that w hile at certa in  cen tres d em an d  fro m  m ills exceed ed  the q u a n tity  available, to r  rt,i(.as , 
was less than the released  quantity .
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It w o u ld  b e  seen  from  th e ab o ve that due to  th e system  of 
a llocating co tton  o n  th e basis o f num ber o f  sp indles, the m ills 
in the private scctor obtained  the bulk  o f the releases m ad e by 
the C o m p an y  at prices low er than the m arket ffriccs.

In  the next circular issued  on  1st June 1 9 7 4  it w as realised  
that there m ight b e  som e loss to  th e C om pany in  th e sa le  o f  
hybrid varieties for  w h ich  m arket prices had receded. In order  
to  m ak e u p  for  the lik ely  losses, th e  prices o f N orthern C otton  
w ere increased  b y  R s. 1 0 0  per candy. In th e third circular 
issued  o n  4th June 1 9 7 4  the C om pany invited offers for  2 5 ,5 0 2  
b ales, i.e. 2 0 ,0 8 3  b ales o f  1 9 7 2 -7 3  crop  o f Punjab, H aryaua and 
R ajasthan (fo r  w h ich  the p rice w as increased b y  R s. 100 per 
can d y) and 5 ,4 1 9  b ales o f 1 9 7 3 -7 4  crop  o f  Southern R egion  for  
w hich n o  p rice in crease w as m ade. A lth ou gh  the m ills sent 
offers for  N orthern  R eg io n  C otton  to the ex ten t o f  74,8i44 bales 
against the re lease o f  2 0 ,0 8 3  bales, not a single offer w as received  
for Southern R eg ion  C otton . I t w as realised that w hile the 
co st prices o f  stocks Ln som e centres o f K arnataka State were 
higher tlian  the ruling m arket prices, there w as consider-ible scopc  
for increasing th e prices o f  N orthern R egion  C otton . T he prices 
o f  N orthern' R eg ion  C otton w ere, therefore, further increased by  
R s. 1 0 0  per b ale  w ith a reduction in  the prices o f  Karnataka 
Stock. N evertheless, the prices at which th e N orthern Regiota 
C otton  w as sold  w ere still low er than  the ruling m arket prices.

T h e C om pany stated (O ctob er 1 9 7 7 )  that prices realised for  
N orthern varieties were in parity w ith  the m arket prices though  
it w as possib le to  get slightly better prices.

Cc) A s  stated earlier, out o f 1 ,5 2 ,5 7 0  bales so ld  at fbied 
rates b elo w  ruling price, 1 ,0 8 ,3 5 1  b ales w ere allotted to  ih e  m ills 
in the private sector a s  a  result o f  allocation  o f  th e bales on  the  
basis o f their installed spindlage. T he benefit o f  low er prices 
could h ave at least been  passed on to the public sector m ills by



alloc^UBg couon to the extent indented bv them. TTe Company

Stated (June 1978) :—

“S in c e  th is w a s a  gen era l d ec isio n  a im ed  a t m oderating  
th e  p rices o f  co tto n , th e com p an y  co u ld  not restn c  
i t s  ap p licaU on  to  o n e  sectio n  o f  th e  T e x tile  Industry  
as th is w o u ld  n o t h a v e  b rou gh t ab o u t th e  desired  
result. I d  a  s itu a tio n  o f  scarcity  assured  supply  o f  
co tto n  a t fixed  rates a t regular in tervals d o es  h av e  a
sa lu tory  e ifec t o n  th e p rice sen tim en t. D e c is io n  to

1 w as are lea se  its s to ck s ..........................................................
gen era l m easu re tak en  by th e C o m p a n y  to  m oderate  
The p rices o f  co tto n  w h ich  had  to u ch ed  u n p reced en ted  
lev e l th ereb y  ser io u sly  a ffectin g  th e  tex tile  industry as 
a  w h o le . In  v iew  o f  th is situ ation , its  d ec is io n  to  
re lease  s to ck s a t lo w er  ra tes to  th e  m ills  m  general 

in clu d in g  w eak er  m ills  w as justified’ .

( d i  W h ile  the C o m p an y  w as able to  a llo t 7 5 ,3 4 0  b a les o f  
o ld  cTop aga in st the to ta l re leases o f  9 0 ,6 8 3  b a le s, th e  resp on se  
o f  th e  m ills  to  the n ew  crop  from  th e  centres w h ere  it w a s released
w a s ver^: lim ita l. A p p a r e n t l y ,  th is w as d u e to  the p n c e s  o f
1972-7.'^ crop  b ein g  low er than th ose  fo r  1 9 7 3 -7 4  crop. T h e  
u ltim ate  resu lt w as that w h ile  the C o m p a n y  incurred h ea v y  lo sses  
in  th e  d isp osa l o f 1 9 7 3 -7 4  crop  (refer paragraph 1 0 .0 3 )  d u e  to  
sub^^xuicnt fall in  prices, th e o ld  stock  w a s  so ld  at prices low er  
than  the. m arket prices, ft is a lso  a  m oot p oin t w h eth er a llotm en t 
of  about 1 .5 2  lak h  b ales o v er  a period  o f  five m on th s had rcaUy 
any m «xlcrating effect o n  the p rices as even  during the p en o d
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w h en  th e  C o m p a n y  re lea sed  sto ck s at low er  ra tes, the p rices sh ot  
u p  co n sid era b ly .

T h e  C o m p an y  sta ted  (J u n e  1 9 7 8 )  that a lth oiigh  it w as  
difiQcult to  m ath em a tica lly  a ssess  th e  actu a l effect o f  re lea sin g  
th e  sto ck  a t f ix ed  rates a t sp ecific  in tervals on  th e  p r ice  b eh aviou r, 
n orth ern  var ieties  ( 3 2 0  F  an d  J -3 4 )  o f  w h ic li th e C o m p an y  w as  
h o ld in g  a  s izea b le  sto ck  an d  w h ich  w as so ld  in  th e  aforesa id  
m an n er d id  w itn ess le ss  fluctuations th an  oth er var ieties (K a ly a n ) . 
T h is  is , h o w ev er , n o t b o rn e  o u t b y  th e  priccs ind icated  b e lo w  :—

(R u p e e s  per c a n d y )

5 6

Month A K - 2 3 5 /  K a ly a n  
277

320F
(R /G )

I 2 3 4

Jan u a ry  1974 . . . . . • 2490 2335 2670

F eb ru a ry  1974 .................................................. 2711 2675 2 870

M a rch  1974 . . . . . 2951 2980 .3085

A p ril 1974 ............................................................... .1065 3 140 3105

f’ c r c cn ta g c  in crease  in  A p r il , 1974 o v e r  
J an u a ry  1974 p rices  . . . . 23 34 16

M a y  1974 .............................................................. 3175 3310 3170

.Ume 1974 .............................................................. 3310 3425 3380

Jiily 1974 .............................................................. 3511 3710 3595

A u gu st 1974 .............................................................. 3930 4020 3800

P ercen tage  in crease  in  A u g u st 1974 ov e r  
A p r il  1974 prices . . . . 28 28
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While tlic price of 320F variety wliich formed the bulk ^  

the cotton released by the Company at
16 per cent increase for the period January 1974/ApnI 1974 -
conipared to 23 per cent for AK-235/277 variety and 34 per ten 
for Kalyan, the increase was 22 per cent for 320F during May/ 
AuQUSt 1974, when the sale at fixed rates was resorted to > 
the Company, as against 28 per cent for the other two varieties.

. (e) By September 1974 the Company had a large quantity 
of 1973-74 crop which had been purchased when the rates were 
ruling very high. The r e s p o n s e  f r o m  the u s e r  milLs a g a in s t  the 
last release circular issued in September 1974 having been poor, 
the Company resorted to sales by inviting tenders from miUs from 
December 1974. As by 21st April 1975 the Company couW 
dispose of only 33,445 bales it dccided (25th April 1975) to 
sell the unsold stock pertaining to 1972-73 crop to the mills at 
negotiated priccs. This mode of selling cotton at negotiated 
prices was extended to the crop of the year 1973-74 also in 
June 1975. The results of disposal of the 1973-74 crop and 
remaining stock of 1972-73 crop have been discussed m 

paragraph 10.03.

In pursuance of the decision taken by the Government in 
September 1975 that the Company should be used by N IC  for 
purchase of its cotton requirements the Company sold cotton 
mainly to NTC mills from 1975-76 to 1977-78, the prices being 
determined according to an agreed formula on the of the 
daily spot rates announced by the EICA Bombay. Under the 
Textile Policy announced by Government in August 1978 the 
role of the Company was extended and since then the Company 
has been selling cotton to both NTC and other mills at negotiated

prices.

10 02 Details of yearwise sales to Government departments, 
p u b l i c 'sector mills and others, as also exports, are given below



f o r  th e  9  y e a r s  e n d in g  1 9 7 8 - 7 9 .

(Rupee;* m ci'oies)

1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79• ------------ ---  - . ----- - . ________ _ ___ ___ ________

1. G overnm ent 
D epartm ents

- 0 .2 2 0 .3 2 0 .0 4 '  0 .1 0 0 .2 0

2. Public S ector 4 .6 3 4 1 .9 0 113 .55 102 .81 6 2 .15

3. E xports 6.1'8 2 .7 0 0 .0 4 5 .0 2 . 9 .6 9
4. Others including 

private parties
8 ,7r. 8 1 .9 5 110.42 88.91 3 0 .6 2 2 7 .5 7 1 9 4 .2 2 7 7 .6 5 6 7 .4 6

8 .7 6 8 1 .9 5 116.60 91.61 3 5 .5 1 7 4 .SI 3 07 .81 IS O .56 139 50

Source :
Im port

Indigenous

8 .1 8

0 .5 8

72.51

9 .4 4

4 1 .8 8

74 .72

26.01

6 5 .6 0

1 4 .7 4

2 0 .7 7

3 3 .1 2

4 1 .6 9

2 0 6 .7 6

101 .05

5 4 .5 8

1 25 .98

17.51

1 21 .99— --- — -------- - --------- :-------- — !------------ _________ ____ ___________



T o  s te p  u p  th e  C o m p a n y ’s sa les  and red u cc th e sto ck , the  
B oa rd  au th or ised  th e  C o m p a n y  in  its  m eetin g  h e ld  o n  2 8 th  A u gu st
1 9 7 9  to  en g a g e  th e  serv ices  o f  b ro k ers/trad e  agen ts o n  paym ent 
o f  1 / 4  p er  ce n t co m m iss io n . T h e  C o m p a n y  h ad  earliei d is­
co n tin u ed  th e  p ra ctice  o f  se llin g  co tto n  through trad e agents in
1 9 7 4 -7 5 .
1 0 .0 3  S u spension  o f  S a les a n d  C o n sequ en tia l L o ss

I n  A u g u st 1 9 7 3 , th e  C o m p a n y  d rew  u p  a  p rogram m e fo r  the  
p u rch ase o f  3 0 .5  la k h  b a le s  o f  co tto n  (w h ic h  represen ted  about 
4 8 %  o f  th e  to ta l p ro d u ction  in the co u n tiy )  from  different states 
during th e  year  1 9 7 3 -7 4 . T h e se  pu rch ases w ere  to  b e  m a d e on  
co m m ercia l b a sis  a t ru lin g  m a rk et prices. T h e  p u rch ase pro­
gram m e o f  th e  C o m p an y  w a s m ad e k n ow n  to  T rad e an d  In d u str \\  
W h en  th e  p urchases co m m en ced  in  O ctob er 1 9 7 3 , it w a s realised  
tiia t in  sp ite  o f  a  b u m p er crop  an d  com fortab le  carry' ov er  sto ck s, 
th e  p rices ru lin g w ere  h igh er b y  ab ou t 25  p er  cen t than  th e  
prev iou s year’s prices. O n  th e  ground that it w as th e v iew  o f  
th e R B I  that tlie  C om p an y's  entry in to  the m ark et in a  b ig  w ay  
w o u ld  sh o o t u p  th e  co tton  p riccs, it w a s d ecid cd  (3 rd  N o v em b er  
1 9 7 3 )  to  restrict the p u rch ases in such a  w a y  that th e prices  
p aid  w ou ld  not be m ore than 10  p er cen t o f  the progressive  
average p rices fo r  th e  corresp on d in g  p eriod  o f  th e  p rev iou s year. 
T h is  d ec is io n  w a s. h ow ever, ch anged  on  14th  N o v em b er  197 3  
a s it w as thought that lin k in g  ciu-renf year’s priccs w ith the m arket 
[trices o f  p reviou s year w o u ld  be unrealistic e sp ec ia lly  v/hen the  
C o rp oration  w a s ex p ected  to  co v er  a sizeab le stock  and be in a 
p o sitio n  to  influence m ark et prices. T h e p u rchases w ere, there- 

.fo re , con tin u ed  at the ru ling m ark et rates on  the basis o f  best 
co m m ercia l Judgem ent.

B y  1st M arch 1 9 7 4  the C om pany had purchased  9 5 ,0 9 7  bales  
o f  co tton , p rocurem ent co st o f  w hich in so m e ea ses  w as higlier  
by ab ou t R s . 4 0 0  p er can d y than th e co rrespon ding priccs for
1 9 7 2 -7 3 . A t  this stage th e  C om p an y  had a n  u n so ld  stock  o f  
2 ,0 1 ,2 9 6  b ales (in clu d in g  9 5 ,0 9 7  b ales o f  1 9 7 3 -7 4 ) .  A lthou gh  
the ruling sellin g  prices at this tim e w ere very favou rab le and

5 9
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th e  s to ck  co u ld  h a v e  b een  d isp osed  o f  a t a  profit, th e  B oard  o f  
D irectors, o n  th e  b a s is  o f  th e  recom m en d ation  o f  th e  sub­
co m m ittee  referred  to  in  p ara  1 0 .0 1 , d ec id ed  to  susp en d  sa les  
and h o ld  in  sto ck  a t lea st  5  lak h  b ales to  in fluence th e  m arket 
la ter in  th e  yea r  w h en  th e  p rices w o u ld  start m o v in g  upw ard. 
A cco rd in g ly , th e  sa les  w ere su sp en d ed  fro m  3rd M arch  1 9 7 4 .  
T h e  p u rch ases w ere, h ow ever, con tin u ed  an d  b y  e n d  o f  A p ril 1 9 7 4 , 
th e C o m p an y  h ad  prociured 1 5 ,7 6 ,9 3 4  qu intals o f  k ap as (su ffi­
c ien t for  p ressin g  3 ,1 5 ,3 8 6  b a le s) and had  a  sto ck  o f  2 ,7 1 ,7 2 2  
b a les  (in c lu d in g  1 ,9 8 ,7 4 8  b ales o f  1 9 7 3 - 7 4 ) .  A s  aga inst its  
a n n o u n ced  program m e o f  purch asin g  3 0 .5  lak h  b a les, th e  C o m ­
p a n y  p u rch ased  o n ly  ab o u t 3 .1 0  lakh  b a les during 1 9 7 3 -7 4 . O n  
3 0 th  A p ril 1 9 7 4  th e  C om p an y, With a  v iew  to  stabilisin g th e  
p rices in  th e  co m in g  m on th s, decided  to  release' in  lo ts  the 
ex istin g  sto ck  o f  1 9 7 2 -7 3  and 1 9 7 3 -7 4  crops every  fortnight. 
A lth ou gh  n orm al sa les  w ere resum ed from  Sep tem b er 1 9 7 4  the 
en tire  sto ck  o f  1 9 7 2 -7 3  and 1 9 7 3 -7 4  crops co u ld  n o t be d isposed  
o f  as b y  A u gu st/S ep tem b er  1 9 7 4 , th e prices o f  co tton , and  
esp ec ia lly  o f  lo n g  sta p le  co tto n  grow n in  Southern  States, had  
started  fa llin g  steep ly  (R e f . Paragraph 1 0 .0 1 ) .

60

D u rin g  tlie  m onth o f  M arch  1 9 7 4 , th e  B ranch  GflSee at 
B angalore had received  offers for  various varieties o f  co tton  w hich  
w ere h igher than th e  average purchase p rice o f  the B ranch. T h ese  
offers w ere, h ow ever, n o t consid ered  as sa les  w ere suspended  
during this period . O u t o f  a  tota l stock  o f  4 5 ,3 1 1  bales (1 9 7 3 -7 4  
crop)" held in  stock  as o n  3 1 st A ugust 1 9 7 4 , th e B ranch O ffice 
so ld  3 1 ,6 3 9  b ales in 1 9 7 4 -7 5  to  private parties a t a  lo ss  o f  
R s. 1 0 3 .9 2  lak h s an d  1 3 ,6 7 2  bales in  1 9 7 5 -7 6  at a lo ss  erf 
R s. 9 9 .3 9  lakhs.

T h e loss  sustained  by th e C om pany on  sa le  o f co tton  o f
1 9 7 3 -7 4  crop in  other regions a s  a  result o f  susp ension  o f  sales 
has n ot been  w orked out as the details in  th is  beh alf, though  
ca lled  for, h ave not b een  furnished by th e  C om pahy (February  
1 9 8 1 ) .



D u rin g  th e  y ea r  J 9 7 5 -7 6 ,  th e B h atin d a  B ranch  sold  1 ,4 0 4  
b a le s  o f  c o tto n  (J 9 7 2 -; /3  cr o p ) a t a  lo ss  o f  R s. 6 .5 7  laktis^ 
l ik e w is e ,  S irsa  B ranch  so ld  in  1 9 7 5 -7 6 , 1 ,3 4 8  b ales o f  c  
( 1 9 7 2 - 7 3  cr o p ) a t a  lo ss  o f  R s . 6 .7 2  lakhs.

In  rep ly  to  an  au d it query , th e  B a n a ga lore  B ranch  stated  
(N o v e m b e r  1 9 7 6 )  that had  th e  sa les  b een  n o t susp ended  the 
B ran ch  w o u ld  h a v e  m ad e a profit o f  about R s . 5 0  lak h s instead  
o f  incu rring lo ss  o f  o v er  R s. 2 .0 3  crores.

S in ce  th e  ru lin g p rices at the com m en cem en t o f  th e  year
1 9 7 3 -7 4  w ere very h igh , th e C o m p a n y ’s entry in the m arket at 
th is  ju n ctu re w a s n ot perhaps d esirab le  as the p re se n ce-o f  a  large 
sca le  buyer in  th e o p c .i m arket itse lf w ou ld  act as a firm m g sen ti­
m en t. I t w o u ld  app ear that the in itial spurt in prices w as partly  
th e  resu lt o f  th e  C om p an y's  an n o u n cem en t o f  its intentjon  to  
undertak e larg e-sca le  purch ase. H av in g  entered the rnarket and  
m ad e p u rch ases on  co m m ercia l b asis at th e ruling prices, com -  
m crdial con sid eration s a lso  d em an d ed  th at the sto ck s w ere sold  
w h en  the m ark et w as m ost favou rab le instead o f  su sp en d in g  sales  
a t that very point o f  tim e and incurring loss.

T h e C o m p an y  slated  (J u n e  1 9 7 8 ) that the ob jectiv e in taking  
su ch  m easu re w as to  m oderate the prices o f  co tto n  w hich  had  
tou ch ed  unprecedented  levels ca u sin g  anxiety  to  G overnm ent in 
v ie w  o f  the seriou s repcrcussions on  the T extile  industry as a
w h ole.

1 0 .0 4  L o ss o f  R s. 5 .1 8  lakhs due to  delay in d isposal o f co tton
B etw een  M arch 197 5  and A u gu st 19 7 5 , the A hm cdabad  

Branch o f  the C om p an y purchased 4 ,5 0 4  bales o f  V -7 9 7  variety o f  
c o tto n  at an average co st  o f  R s. 2 ,1 3 3  per candy, the u-tal cost 
b.'ing R s. 4 8 .0 3  lakhs. A lthough (he price o f this variety o f  
co tton  w as crcneral!}' declin ing from  m onth to m onth since M arch
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1 97 5  [th e  E IC A 's  n otified  price- w a s R s. 8 1 4  p er qu iotu l 
(R s .  2 8 9 0  p er  ca n d y ) fo r  Februacy', R s . 7 5 1  (R s . 2 6 6 6  per  
c a n d y )  for M arch , R s . 6 6 7  (R s . 2 3 6 8  p er  ca n d y ) fo r  June  
R s 6 6 6  ( R s .  2 3 6 4  p er ca n d y ) for Juiy an d  R s . 7 1 7  (R s . - 5  
PCI- c a n d y )  for  A u gu st 1 9 7 5 ] th ese  bales w ere  n o t d isp o sed  o t  
as an d  w h en  th ey  w ere  ready. T h e  stock  w as so ld  from  O ctob er
1 9 7 5  to D e cem b e r  1 9 7 5 , w h en  the new  co tto n  season  h ad  l ^ ^ n  
in  G ujarat, a t rates ran gin g  fro m  R s . 2 ,0 0 0  per candy to R s . 2  2 3 0  
p er ca n d y  rea lisin g  on ly  R s . 4 2 .8 5  lak h s from  the sa le  o f  the  
L t ir e  sto ck , as co m p ared  to  the procu rem en t co st o f  Rs^ 4S_03  
lak h s. T h u s the C o m p an y  suffCral ° f  R s. 5.1 S lakh<.
(ex c lu d in g  carrying ch arges) w h ich  w as a v o id a b le ..

1 0 .0 5  L oss of R s . 8 7 .7 4  lakhs on resale o f im iilted  bales so ld  
to N .T .C .

Prior to  the co « iin g  into e ffect o f the sch em e o f  
co tton  for N T C  m ills ( im p lem en ted  trom  the ycai 1^ 75 - ) .
the C o m p an y  h ad  so ld  certain  quan tity  o f co tto n  to  th^ N I C  
n.ilK  during th e  norm al co u rsc  o f  its trading o p c r a t .o n s .  A  

contract entered  in to  on  14th M arch 1974  fot the . a e  
'̂ O 0 0 0  b a les  o f  3 2 0 F  an d  J -3 4  (b o th  R G  and S G ) co tton  from  
different N a tio n s in P unjab , H aryana and R ajasthan  p iov id cd
that ;

( 1 )  se lection  o f co tto n  w ould be m ade by the m ills 
w ith in  25  days from  th e  date o f contract;

( 7 ) bu yers w ere  entitled  for  a  free delivery period upto  
-71st M arch 1 9 7 4  after w h ich  carrying charges at
2  p er cent p er m onth  for 3 0  days or p ro  ra ‘a w ere  
p ay ab le, the C om p an y , how ever, havn ig  no (ibligatirn  
to carry co tton  beyon d  30th  June 1 9 7 4 ; ^md

( 3 )  full paym ent o f price and carrying charges w ould  be  
m ade to  th e C om p an y a fter  delivery  o f  the b ales at 
C alcu tta  w ith in  2 4  hourr, o f delivery o f b ales oi 
d ocum ents.



]n addition to the contracted quanlitj^ of 20,OW l^ cs 
4,504 bales were also selected by the NTC agamsi  ̂ _
contract. The Company initially (June 1974) refused c i 
of excess bales selected by NTC but on a request from ^ ^  
(October 1974) agreed to give deliverj' of the excess qua .
also.

The Company , also contracted to supply 2,-‘<69 
Scptemijer 1974. According to the terms and conditions ot n 
sale NTC mills were required to select cotton and lift the same 
within 15 days from the date of allocatioa of cotton against ful 
payment. They were also required to pay 25 per cent value ot 
the cotton as deposit within the first 15 days’ period, if they 
required a further period of 15 days for lifting t),e colton. In 
the eyent of failure by the mills to fulfil the contract within the 
time stipulated therein, the Company had the option to cancel 
the contract and dispose of the contracted bales or the l âlance 
thereof in the manner it deemed tit, reserving to itself t.ie ngh 
to recover damaRCs for the loss sustained in such distress siIj.

Against 22,569 contracted bales, the NTC mills dtd not lift 
10,222 bales contendinc that no cotton wa.s available a; station  ̂
mcniioncd in the contract beyond 12,813 bales 
while the Company held that stocks were available. u o 
unlifted bales, 4,149 bales were subsequently sold to oth r̂ 
private parties between June 1975 and September 197.v > c 
after retaining the stock for periods ranging from ^
557 days at rates varying from 2,200 per candy to Rs- . 
per candy as compared to the cost price 
changes) ranging from Rs. 3,668.89 per candy 
per candy resulting in a loss of Rs. 34.08 lakhs fho r.mamm; 
6,073 bales were sold during 1975-76 at a further loss
Rs. 47.96 lakhs.

The Company entered into y:t another contract 
C’ alcutta on 23rd May 1975 for the sale o1 1.385 b J .s  of 
R C  1973-74 urt>p at Rs. 2,600 per candy and .1974-75
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crop at Rs. 2,765 per candy and SG 1974-75 crop 
at Rs.. 2,865 per candy from various centres in the Northern 
region. The delivery and payment terms, inter alia, provided 
that the Compariy would arrange to despatch a. maximum ot 
300 bales at a time against rolling advance of Rs, 6 lakhs to be 
deposited by the NTC for value of 300 bales and ot^cr expenses 
such as frei^t, transit insurance and other incidental charges- 
In the event of the buyer’s failure to do so, the Company was 
entitled to cancel the contract and dispose of the bales at the 
risk and cost of the buyer.

NTC, Calcutta, accordingly, made payment of Rs. 6 lakhs 
as rolling advancc and t^e Company despatched 300 bales 
thereagainst. NTC did not recoup the rolling advance and 
claimed that there was a credit balance of approximately Rs. 17 
lakhs and that the aforesaid bales should be despatched against 
these credits. This proposal was not acceptable to the Company 
as NTC had failed to lift certain quantity of bales against the 
earlier contracts, which were sold at a loss. As the NTC, Calcutta 
did not make any further payment and lilt the bales, 1,085 bales 
were sold to outside parties between December 1975 and 
February 1976 at a loss of Rs. 5.70 lakhs.

T lv  disputed cases were discussed during the course of the 
Price Negotiation Committee meeting between the two 
orgcmisations held in August 1980. It was felt that it would 
be in the interest of both the organisatioas to sort out the matter 
between themselves. Accordingly, u sub-committee consisting 
of ropreseiitatives of both the organisations,Was formed to go 
into the disputed eases. The Company reported in February 
IMS I that the discussions were still continuing.

11. Inventory Management

11.01 The Inventor^'of the Company consists oT full 
pressed bales (imported and indigenous), kapas (seed cotton), 
lint and cotton seeds. The following table gives the value ot

6 4



stocks heLd at the end of each year for nine yrafs ending 1978-79:

Y ea r
Closing Stock

Imported Indigenous Total

No. of Value 
bales (Rs. in 

lakhs)

No. of 
bales

Value 
(Rs. in 
lakhs) 

including 
value of 
lint,
Seeds 
and Kapas

No. of 
bales

Value 
(Rs. in 
lakhs) 

including 
the value 
of lint, 
Seeds 
and Kapas

Value of National 
closing stock 
stock ex- Gn lakh 
pressed bales) 
m No. of 
months, 
sales

Percen­
tage of 
Com­
pany’s 
Stock to 
National 
Stock 
(In terms 
of bales)

1 2 3 4 5 6 7 8 9 10
1970-71 . 26,890 358.19 3,546 44.71 30,436 402.90 5 .2 16.9 1.8
1971-72 . 16,504 341.78 4,53,321 4,031.87 4,69,825 4,373.65 6 .2 27.5 17.1
1972-73 . 22,986 429.07 2,51,002 2,603.99 2,73,988 3,033.06 3.1 26.8 10 2
1973-74 . 5,439 278.04 1,78,010 2,273.11 1,83,449 2,551,15 3 .2 25 .6 7 .2
1974-75 . . 1,36,476 1,745:47 94,967 971.71 2,31,443 2,717.18 8.8 30.7 7.5
1975-76 . 13,905 504.60 4,472 232.38 18,377 736.98 1.2 1 9 .0 1 .0
1976-77 . . 2,33,469 6,589.68 1,57,304 2,766.70 3,90,733 9,356.38 3.5 12.42 31.5
1977-78 . 1,40,394 4,359.33 2,75,657 4,406.60 4,16,051 8,765,93 5 .4 18.42 22.6
1978-79 . 86,207 2,766.91 7,60,265 12,731.67 8,46,472 15,498.58 12.3 22.40 37.8



Despite the fact that the purchases were financed from cash 

credit from banks, the Company was holding large inventories 

upto 1974-75 resulting in high carrying cost to the Company. 

The closing, stock at'the end of 1976-77, 1977-78 and 1978-79 

was significantly large as compared to National Stock and Scale 

of purchase operations of the Company as the Company was 

holding substantial stock of imported cotton as also indigenous 

cotton purchased for the NTC mills but not lifted by them.

At the end of the year 1979-80, the closing stock included 

31,994 bales of Varalaxmi and Suvin cotton of 1978-79 crop 

valued at Rs. 8.93 crores, and 70,757 bales of 1979-80 crop 

valued at Rs. 18.95 crores out of 95,016 bales and 87,698 bales 

purchased during 1978-79 and 1979-80 respectively at a total 

cost of Rs. 52.57 crores. The two varieties of cotton were 

purchasetl by the Company with a view to protecting the interest 

of growers of extra long staple cotton when the demand for it 

had become depressed. The production of long staple cotton 

in the country went up from 19.55 lakh bales in 1977-78 to 

22.80 lakh bales in 1978-79 while the consumption declined from

18.35 lakh bales to 17.63 lakh bales during the same period. 

The demand being less than the supply, the Company had either 

to sell the cotton purchased at a loss or carry the stock for 

considerable period. According to the information received from 

hriinchcs in Karnataka, Tamil Nadu :md Madhya Pradesh, the 

Company suffered a loss of Rs. 4.94 crores on sale of these, 

varieties of cotton upto August 1980.
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12.01 The table below summarises the financial position of the Company under broad headings 

for the nine years ending 31st August, 1979.
(Rupees in laklis)

1 2 . I 'i i i a n c i i i l  M a u a g e m c n t

1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79

Liabililie.i :
(«) Paid-up Capital 67.00 100.00 100.00 100.00 150.00 400.00 400.00 400.00100.00
(i)  Reserves and 1.37 8.55 105..^6 16.VS9 219.88 336.70 342.05 0 ,75  0.75 ^

Surplus
(c) BoiTowings; . '

(/■) From Banks 494.80 3362.01 1918.46 1154.67 1274.62 519.45 17464.15 12572.42 20239.03
(//) From Others 450.00 . .  •• •• ' 17.93 -0 .53
(m) From Govern- . .  50.00 45.00 40.00 35.00 30.00

ment of India
Crf) Trade dues and 17.V49 975.50 1150.88 1287.98 1417.74 1249.43 3608.79 2798.47 2124 97

other current 
liabilities inclu­ding provisional ______

T o t m  736,66 4896.06 3274.70 2706..54 3112.24 2500.58 2 1 8 5 6 ,3 9  15824 57 22815.28

'A'lvance towards share cavilal.



1970.71 1971-72 1972-73 1973-74 1974-75 1975-76, 1976-77 1977-78 1978-79

.tssers :
(f)  ( iross Block 3.91 13.07 19.35 23.77 24.59 24.87 27.99 31.35 33.82
( /) 1-Css Depreciation 0.40 0,54 1.29 2.33 '' 3,43 4.48 5.56 = 6.69 8.05
(ir) Net t-'ixeil Assets .■̂,45 12.'53 18.06 21., 44 21,16 20,39 22.43 24.66 • 25.77
(/;) C u n c n t Assets, 

Loans anil 
AcKances.

7.1.V2I 4883,53 3,256,64 2,685.10 3,091.08 2,480.19 21,833.96 15,605.94 21,899.93

(i) Prolit and Loss 
A ccount,

• 193.97 889.58

Total . 736,66 4,896.05 3,274,70 2,706,54 3,112,24 2,500,58 21,856.39 158,24.57 22,815.28
C a p ita l E m ployed 563.17 3,920.56 2,124.88 1,420.65 1,698.29 1,255.98 18,251.47 12,832.13 19,800.73
N e t W orth 6S.37 I0S.55 205.36 263.89 369.88. 586.70 742,05 400.75 400.75



The working results of the Company for the nine 

cd Ix’ I o w  ;

I2 .l> 2  Working results and Profiiabiliiy

(R iil^ces in lakhs)

y e a r s  e n d i n g  3 1 s f  A u g u s t ,  1 9 7 9  a r e  t a b u la t -

1970-71 1971-72 1972-73 1973-74 1974-75 1975-76

1 2 3 4 5 6 7

Sales ;

Im ported 
Indigenous 
C arrying Charges 
&  C om m ission  
including interest 
received from  
cu stom jrs

S17 .89
5 8 ,2 8

5 4 .7 «

7 .2 5 0 .9 8
9 4 4 .4 3

309  88

4 ,0 2 7 .6 5
763 2 .0 4

1 72 .12

2 ,6 0 1 .6 6
6 5 5 9 .6 3

3 0 4 .2 6

1 ,4 7 4 .08
2 0 7 6 .8 9

1 3 8 .6 7

3 ,3 1 1 .96
4169 .17

1 62 ,30

9 3 0 .9 5 8 .5 0 5 .2 9 11,831.81 9 ,4 6 5 .5 5 3 .6 8 9 .6 4 7 ,643 .43

(/>) ( 'o s t  o f  Sales 0 2 0 .5 7 8 .4 7 3 .1 9 11,327.00 9 ,1 5 4 .0 2 3 ..5 0 1 .r4 7,252.11

(r) P rofit/L ossf ■') 
(lefore tax 10.38 3 2 .1 0 .S04.8I 3 1 1 .5 3 1 88 .00 .391.32

((/) P rovision  for 
taxation 7.(H) 2 0 .7 5 396 .00 25 3 . (K) 120 .00 2 60 .00

(e) Profit after tax 3 .3 8 1 1.35 108.81 5 8 .5 3 6 8 .0 0 131 .32

(T l Capital em ployed 5f)3.17 3 ,9 2 0 .5 6 2 ,1 2 4 .88 1 ,4 2 0 .65 1 ,6 9 8 .29 1,255.98

10

3 9 1 .3 2  1 52 .77  ( - ) 5 3 5 . 2 7  ( - )6 9 5 .(> 0

8 0 .0 0



1 ■> '4 5 6 7 8 9  10

Perc'itlage o f Profit before tax :
(a) T o  Sales inclu­

d in g  com m ission  
interest and car­
rying charges etc. ] . l 0 .4 ' 3 . 3  ' 5 .1 5 .1

/

0 .5

(/i) T o  Capital E m p k n cd I.K 0 .8 23.S 2 1 .9 11.1 3 1 .2 0 .8  . .  . .

Percentage o f Profit after tax : •

(a) T o  capital em ployed 0 .6 0 .3 5 ,1 4 .1 4 .0 10.5 . .  g
(l>) T o  net w orth 4 .9 10 .5 5,-i.O 22 2 18.4 2 2 .4 9 .8

(c'l Fo equ ity  capital 5 .0 1 1 .4 108.8 5 8 .5 4 5 .3 5 2 .5 18 .2

a m



The highest sales were, in 1976-77 and lowest in 1974-7^ 
(excluding the year 1970-71 which w.as the first year of opera­
tion). The increase in sales during 1972-73 as compared .to the 
earlier two years was due to the fact that large quantities of 
cotton bought during the year 1971-72 as a price support 
measure was sold during the ywr 1972-73. In 1974-75 the 
Company had made only restricted puixhase of indigenous 
cottoii; hence the lower turnover during that year.

Despite the high turnover during the >*ear 1976-77, the profit 
before tax declined from Rs. 391.32 lakhs in 1975-76 to 152.77 
lakhs in 1976-77. This was due to two reasons :—

(i) The year-end stock of indigenous cotton was valued 
at the prevailing market rates which were substan­
tially below the procurement cost.

(ii) The sale of importeti cotton resulted in loss which 
was made good by Government; thus this portion 
of the turnover did not fetch anv profit.

For the first time since its inception the Company suffered 
a loss of Rs. 535.27 laklis during 1977-78. The operations of 
the next year also resulted in a loss of Rs. 695.60 laklis. Ex­
plaining the factors responsible for the loss during 1977-78 the 
company stated (May 1979) :

“The main reason for the loss is the continuous down­
ward trend in the domestic cotton priccs since the 
end of 1976-77 cotton season. Further due to in­
adequate role till 1977-78, the Corporation could 
not take advantage of the market situation bj' selling 
imlifted cotton bales, to mills other than N.T.C. As 
a result of this limited role, the Corporation had to 
depend only on one party i.e. N .T .C .. . .  Tlie bales 
had to be kept till the end of the year and additional 
carrying charges were incurred apart from not being
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able to take advantage o f the price situation b y  sell­
ing the sam e im m ediately, a’rter it w as know n that
the' feame w ill n ot b e  lifted  by N .T .C . D u e  to  co n ti­
nuous fa ll in  the d om estic  co tto n  prices b y  the tim e 
the C orporation  started selling unlifted  stocks, the 
prices further ca m e d ow n ” .

T h e  loss during 1 9 7 8 -7 9  was, how ever, m ain ly  attributable 
to  purchase o f  extra lon g  stap le co tton  w hich  for w ant o f  ade-
qu^itc dem and w as either sold  at a  loss  or held  in  stock  and
valu ed  at m arket price, (b e in g  low er than c o s t )  o n  the B alance  
S heet date.

12 .03  R eturn  on G overnm ent Investm ent
T h e investm ent m ade b y  G overnm ent in the equity shares 

o f  the C om pany since incep tion  and d ividend paid to G overn­
m ent upto 3 1 -3 -1 9 7 9  are given  b elow  :—

7 2

Y e a r T o ta l  invest­
m ent at the 
c lo s e  o f  the 

year 
(R s . in 

laklis)

R ate  o f
D iv iden d
(pcrcent)

D iv id en d  
paid  to  
G c v t .  for  

the year 
(R s . in 

lakhs)

1 3 4
\ =

1970-71 • 67 3 2 .0 1

1971-72 100 5 5 .0 0

1972-73 ICO 12 1 2 .0 0

1973-74 100 12 1 2 .0 0

1974-75 150 12 . 1 4 .5 0

1975-76 250 -1 0 0* 12 2 5 .0 0

1976-77 400 12 4 2 .4 3

1977-78 400 N il M l

J978-79 400 N il N il

112.‘M
♦AJvanco Kiw ards share cap ita l.
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The following table indicates the volume of book debts 
sales for the nine years ending 31st August, 1979 :—

1 2 . 0 4  Credit control

Total Book Debts
Year Considered

goods

(Rs. in lakhs)

Conside­red doubt­ful
(Rs. in lakhs)

Sales

(Rs. in lakhs)

Pcrcen- Book tage o f Debts inBook terms bf
Debts to number sales o f months’ sales

1970-71 . 161.51 0.42 9.30.93 17.4 2.1
1971-72 . 483.35 0.42 8,505.29 5 .7 0 .7
1972-7.-? . 196.70 31 .24 11,831.81 1 .9 ' 0 2
1973-74 . 95.86 75.41 9,465.55 1’.8 0 2
1974-75 . 243.25 28.69 3,689.64 7 .4 0 .9
1975-76 . 1,732.16 42.78 7,643.42 23.2 2.8
1976-77 . 9,094.63 28.52 32,183.46 28.3 3 4
1977-78 . 5.672.33 25.19 19,590.94 29,1 3.5
1978-79 5,054.10 30.75 15,081 .09 33.7 4 .0

The increase in sundry debtors from 1975--76 onwards was

viwv- tiiv/ ^ ------------  V --- —  —{=•
gated to Rs. 2,765 lakhs on 31-8-1977, Rs. 3,375.72 lakhs on 
3*1-8-1978 and Rs. 2,340 lakhs as on 31-8-1979) and towards 
imported cotton held on buyers account, the lifting of which was 

disputed by the mills.

(ii) Break up of debts outstanding for more than one year 
as on 31st August 1970 is given below :—

(R<;. in la k h s )

' G o v t .  D e p t t . /  
P u b lic  s e cto r

O th er
parti^,‘S

T o ta l

( / )  D e b ts  o u ts ta n d in g  fo r  
than  o n e  y e a r  b u t less 
tw o  years

n io re
than 1.062.46 752.89 1.815.35

Ij7) D e b ts  o u ts ta n d in g  fo r  tw o  yea rs  
a n d  m o r e  b u t less than 3 years 208.80 682.75 891.5*:

(iih D e b ts  o u ts ta n d in g  Tor 3 
;!n d  a b o v e  . . ■ .

years 23.53 '17,99 41 52
1.294.79 1,453.63 2.748.42



Outstanding front. Governnient/Puhlic Sector Undertakings

Debts due from Govcrament and Public Sector Undertakings 
for-more than one year amounted to Rs. 1,294.79 lakhs as oo 
31st Aiigust 1979. These debts represented mainly the lunounta 
due from NTC mills for cotton supplied to them on credit. 
NTC was allowed to avail itself of credit subject to a cciling 
of Rs. 25.00 crores.

Outstanding from other parties

Debts amounUng to Rs. 1,435.63 lakhs, outstanding for 
more than two years but less than three years, mainly related 
to cotton held onbuyers’ account, the lifting of which had. been 
disputed by the mills. The major portion of amount oi 
Rs. 17.99 laklis outstanding for over three years was due from 
tlu-eo parties against whom suits had been filed by the Company 
( Refer paragraph 12.05).

12.05 A  review of the major cases of doubtful debts revealed 
the following ;—

(i) Outstanding against Party A — Rs. 4.90 lakhs

In July 1971. the Company contracted for import of 974 
bales of American cotton on behalf of Party A  against the quota 
allotted to them. The Party did not obtain subsidiary licence by 
paying the premium to TCMF, but requested the Company to 
import cotton on their account. On Party A’s assurance that pay­
ment would be made at the time of delivery of cotton, the Com­
pany imported 974 bales on its own licences. Since the Party 
did not make payment iind retire the original shipping docu­
ments for clearance througli customs, the Company cleared the 
importctl bales imd stored them in its godowns during September
1971 to January 1972. Although the Party was asked several 
times to tiike deliver>- of cotton on payment it refused to do so 
on the ground lhat the mills for whom cotton was coveted were
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taken over by NTC in October 1971. The cotton was sold by 
the Company at the risk and cost of the Party to other mills 
during June 1973 .to July 1974 at a price of Rs. 22.06 lakhs 
against its cost price of Rs. 26.26 lakhs (including carrying 
charges) resulting in a loss of Rs- 4.20 lakhs. As the Party did 
not make good to the Company the amount of loss of Rs. 4.20 
lakhs, premium of Rs. 0.70 lakh paid to ICMF and interest 
charges on these amounts accrued upto 31st August 1976, the 
Company filed a civil suit, in August 1977 the outcome of 
which is awaited (February 1981).

(ii) Loss of Rs. 8.81 lakhs on resale of Cotton recoverable from 
Mill B

In November 1973, the Company contracted for the import 
of 106 bales of Egyptian cotton on behalf of Mill B, from whom 
a bank guarantee for 40 per cent of the c.i.f. value of imports 
was obtained. The bank guarantee was valid upto the dats of 
retirement of documents or 30th September 1974 whichever was 
ecirlier. The shipment advice was sent to the Mill on 25th Junf. 
1974 asking them to make arrangement for clearance of cottofi 
on its arrival at Madras under intimation to the Company. Or 
the advice of the MiU (12-7-1974) the Company drew a bill 
through its banker on 16th August 1974 for Rs. 5.91 lakhs 
but the bill was retximed unpaid after two months, by which time 
the guarantee had lapsed.

The goods arrived in August 1974, but the Mill did not 
clear them. The Company cleared the goods (February 1975) 
and stored them in Madras as the Port Trust Authorities were 
threatening to dispose of the goods by auction if they were not 
clcared by the Company.

On the request of the Mill the bank guarante/j was returned 
to them on 22nd January 1975 for the issue of a fresh guarantee.
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As the Mill did not issue a fresh bank guarantee in favour i>\ 
the Company, it was served with a legal notice (May 1975) tor 
recovery of Rs. 6.95 lakhs being invoice value of cotton and 
other incidental expenses incurred by the Company. The 
cotton was subsequently (June 1976) sold to another mill by the 
Company after obtaining permission of the Textile Commissioner, 
at a price of Rs. 3.66 lakhs as against its cost of Rs. 12.47 
lakhs (including customs duty and carrying charges) resulting 
in a loss of Rs. 8-81 lakhs. The Company filed a suit in the 
Bombay High Court in October 1976 for recovery of the loss 
of Rs. 8.81 lakhs. The Company stated (July 1979) that since 
the documents were sent to the bank for collection at the time 
when the bank guarantee was valid and as the bank took an 
unusually long time to return the non-retired documents back 
to the Company, the bank was also responsible for the loss 
sustained by the Company and that the matter had been taken 
up with tlie bank.

(iii) Recovery of dues from Mill C— Rs 2.35 lakhs .

The Company contracted for import of 475 bales on behalf 
of Mill C to whom imported cotton of the value of Rs. 4.75 
lakhs was allotted by the Cotton Textile Export Promotion 
Council. As per instructions of the Company, the Mill opened 
a letter of credit on 14th April 1971 for Rs. 5.91 lakhs valid 
upto 31st May 1971. Certain amendments in the letter of 
credit as desired by the Company were also made by, the Mill on 
26th May 1971. The Company imported these bales on its own 
bulk licence and raised (5th June 1971) an invoice against the 
Mill for an amount of Rs. 6.19 lakhs which included besides 
the c.i.f. value, sales tax, Letter of Credit (LC) charges, tele­
gram charges, etc. On 28th June 1971 the Company informed 
the Mill that it could not encash the LC before 31st May 1971 
and, therefore, the validity date should be extended upto 
15th August 1971 increasing the value of LC to Rs. 6.19 lakhs. 
The Mill denied (5th July 1971) any liability for payment of
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sales lax contending that since it had already opened a letter of 
crcdit, the title to the documents could have been transferred 
fo it when the goods were on high seas so as to avoid payment 
of sales tax- As the Company insisted on the payment of sales 
tax and also carrying charges from 1st June 1971 and the Mill 
refused to take delivery of the bales on paymnt of such charges, 
the bales remained with the Company till December 1973 when 
tlicy were sold to other mills at a price of Rs. 6.90 lakhs as 
against its cost price of Rs. 9.25 lakhs. While the loss of 
Rs. 2.35 lakhs suffered by the Company remained to be re­
covered, the MiU filed (November 1974) a suit against the 
Company for alleged loss of Rs. 2.38 lakJis suffered by it due 
to non-delivery oT bales contrpctcd on its behalf. The solicitors 
of the Company intimated in August 1976 that the suit filed by 
the Mill was a long cause suit and it would be some years before 
the said suit would bccomc ripe for hearing-

(iv) According to the accounts of the Bhatinda Branch 
Ollice for tlie >ear 1976-77 an ;imount of Rs. 2.46 lakhs treated 
as advance, was recoverable fi'om Punjab State Cooperative 
Supply and Marketing Federation Limited (MARKFED) who 
were appointed as Company’s Agents for procurement of kapas 
for the year 1971-72 and 1972-73. A  dispute arose about the 
correctness of this amoimt- In their letter dated 12th November
1976 ; MARICFED not only disowned liability for the payment 
of Rs. 2.46 lakhs to the Company but demanded from the 
Company a sum of Rs. 1.58 lalAs as being due to them. In 
support of their claim they forwarded to the Company a detailed 
statement of account which has not been disputed by the Com­
pany. Althou^ the agency with MARKFED was terminated 
in 1973-74, their account has remained unreconciled (February 
1981).

13. Man Power

13.01 The following table gives the details of staff in ptosition, 
volume of business handled and expenditure on pay and
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a l lo w a n c e s  f o r  n ia e  y e a rs  e c d e d  3 1 s t  A u g u s t  1 9 7 9  :—

1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79

( 0  N o . o f  staff at
tl^ rC n d  o f  the ggg gjQ

(if) Expenditure on

O l f m T S h l )  . 4 .3 5  1 4 .84  4 0 .71  60.42  6 3 .03  6 7 .1 9  75.88  9 2 .7 4  119

(Hi) V olum e o f  busi­
ness (in  lakh 
bales) :

t a ^ e d  . 0 .8 6  4 ,0 9  2 .2 5  0 .41  2 .1 9  0 .5 0  8 .44  0 .81  .06

(6) Purchases o f

co t to n ’ ° '^ ^  0 .0 8  5 .1 7  3 .8 6  3 .1 0  0 .3 2  1 .4 9  5.35 6 .6 7  1 0 .36

™ eL 7inSk hb^^^^^^  0 .9 4  9 .2 6  6.11 3.51 2 .5 1  1 .9 9  13.79 7 .4 8  10.42

(I'y) Expenditure per

a n n u m ^ u t ^ s )  ' 5179 5537 8093 9324 10282 11485 11175 11464 13100

(v) Expenditure on
staff per lakh o f  . ,  , ,   ̂ ,
bales (R upees) . 4 .6  1 .6  6 .7  17 .2  25 .1  3 3 .8  3 .5  1 2 .4  1 1 . 4



Till 1973-74, the domestic purchases were effected mainly 
through Co-operative Societies, State Government Agencies and 
nominees of State Governments, appointed as agents of the Com­
pany on commission basis. From 1974-75 onwards, the purchases 
are effected directly by the Company. , Although the volume of 
pur<;hases handled during 1973-74 was much less than that in
1971-72 and 1972-73, the staff strength increased from 503
1972-73 to 648 in 1973-74. Increase in staff in 1973-74 was 
due to the creation of infrastructure to effect purcliases of about 
30 lakh bales in 1973-74 which target the Management did not 
achieve ehher in 1973-74 or in subsequent years.
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13.02 Creation of Injrastructiire

During the first two years of operation, i.e. 1970-71 and 
1971-72, no branch office was set up and domestic purchases 
were handled directly from the Head Office through purchase 
centres opened and operated in different States. Four Regional 

'Offices were opened during 1972-73, one each at Ahmedabad, 
Delhi, Bangalore and Indore, making them responsible for 
controUing the purchase operations etc. of indigenous cotton. 
On the basis of the target of 30 lakh bales for purciiase of 
indigenous cotton during 1973-74, the Management decided (July 
1973) to create 470 additional posts involving additional expendi­
ture of Rs. 22.89 lakhs per annum. Five Sub-Regional Offices—  
three in the Northern Region and two in the Southern Region, 
were also opened. Against the 470 posts creatcd, the Management 
filled 400 posts raising the staff strength to 648 as on 31st August 
1974. However, in the context of its actual procurement during
1973-74 being only 3.10 lakh bales and prospects of overall 
activities Tor 1974-75 were even lower (about 52,500 bales) the 
Management in October 1974, reassessed the staff requirements 
and found that 361 posts (333 field staff and 28 accounts) were 
redundant.

I he Board decided (17th January 1975) to take the following



remedial measures to avoid retrenchment of the surplus stad. oii 
a large scale.

(a) All dcpatationists, e^ept a few whose services were 
absolutely necessary be repatriated.

(b) Field staff be readjusted by transfers and redeployment 
and by minimum retrenchment, wheiiever tlie strength was dis­
proportionately, higher than the requirement.

It was also decided (26th February 1975) to reorganise the 
set up of the field offices by upgrading the sub-regonal offices 
ami converting the existing regional offices into branch offices 
to have direct contact witli the field offices rather than go througli 
regional offices. As regards the surplus staff a decision was 
taken by the Board (17th May 1975) that a thorough review 
should be conducted, a standard pattern of staffirig for each 
office evolved, the surplus staff identified categorywise and 
thereafter a list of surplus staff sent to the NTC and the Ministry 
of Commerce to explore the possibility of alternative emplcj-mcnt. 
In pursuance of the above, a list of 204 staff found surplus was 
circulated (August 1975) to Public Sector Undcrttikings and 
Government Departments but only 6 employees were taken by 
thcJo organisations (January' 1977).

The Committee on Public Undertakings in its 68th Report 
(Fifth Lok Sabha) had observed that it could not appreciate why 
a large infrastructure was maintained so long when for almost 
two yciu  ̂ the Company’s purchase operations had been very 
much on the low side and the future role of the Company was 
yet to be decidcd. In reply, the Ministry stated (January 1976):

80

.............................  As against the total strength of
648 during 1973-74, the present strength is 586. It 
will be appreciated that the Coiporation is a Public 
Sector Undertaking and as such it has some social 
objectives. Therefore, it would not be proper for it 
to straightway dispense with the services of surplus 
staff in order to reduce the expenditure.”



Due to resignation, superannuation, transfers, etc. the number 
of surplus staff could be reduced by 75 till March 1977. The 
stiiif strength, however, increased from 585 as on 31st August
1976 to 679 as on 31st August 1977. Explaining the reasons 
for the employment of additional staff during 1976-77 the 
Company stated (January 1977) :

“The Corporation created 470 additional posts in 1973-74 
as recommended by sub-committee of the Board 
presuming that the Corpora'tion would continue to 
avail of the services of the Go-operative Societies in 
various States where the Corporation was operating 
for procurement of kapas/F.P. bales, as also the 
services of the brokers for sale of cotton and cotton 
seeds. However, in view of limited purchase opera­
tion, the Corporation had, as a part of economy 
measure dispensed with the services of co-operativcvs 
as well as brokers. Consequently, the responsibilities 
of the field staff have increased.”

Increased volume of domestic purchase of cotton for NTC 
milJs and import of lai'gc quantities of cotton during 1976-77 
were also stated to be the reasons for employing the additional 
staff. The increase in staff strength during 1977-78 has been 
attributed to the increase in domestic purchases.

A  standard staffing pattern determined on a scientific basis 
and linked to the volume of business to be handled has, however, 
not been evolved so far. The question of securing a review of 
organisational set up of the Company by the Indian Institute 
of Management, Ahmedabad, was considered by the Board of 
Directors in January 1975, but it was decided to defer the same 
in view of the economy measures and in the absence of a prior 
de<:lsion about the volume of operations to be handled by the 
Company.

The Committee on Public Undertakings in their 82nd Report 
(Fifth Lok Sabha) had reiterated their earlier recommendation 
(contained in the 68th Report) that the norms of overheads should
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be .worked ou t on  a realistic basis after studying the p attem ‘ in 
other com parable organisations and steps should b e  taken to  see  
that the actual overheads were w itliin  the prescribed norm s. N o  
such study has been undertaken so  far. T h e C om pany stated  
(February 1 98 1) that the m atter had been  taken up w ith the  
N ation al Productivity C ouncil for evaluation o f norm s o f providing  
staff on  the basis o f w ork output both in respect o f office and  
field.
14. Internal Audit

14.01 Pursuant to a B oard R esolution  o f A pril 1 9 7 2  that a 
firm o f Chartered A ccountants should be appointed for conducting  
internal audit o f the C om pany’s accounts the m anagem ent 
appointed (June 197 2) a firm o f  Chartered A ccountants o n  a  
fixed remuneration o f R s. 2 4 ,0 0 0  for conducting internal audit 
for the year 19 7 1 -7 2 ^  A s  per the terms o f appointm ent, the 
internal auditors were expectcd to check  cent per cent traiKactions 
o f th e Com pany and to subm it m onthly reports. T ^ e .same firm  
w as appointed as internal auditors for 19 7 2-73  and 19 7 3 -7 4  also  
o n  the sam e term s and conditions exccpt that their rem uneration  
w as increased after negotiation to  R s. 6 8 ,0 0 0  for audit o f  each  
year’s accounts.

T h e reports subm itted by the internal auditors d id  not indicate  
that cent per cent checks o f  the Com pany’s trajisactions had been  
actually carried ou t by them  in any o f the years as per th e  terms 
o f  appointm ent. T h e firm also did  not subm it their reports every  
m onth as required. F or 1 9 7 1 -7 2  and 1 9 7 2 -7 3  interim  reports 
w ere subm itted (but n o  final reports follow ed) for th e  C om pany  
as a  w h ole, but for 1 97 3 -7 4  separate reports for H ead CMBce and  
B fan ch es w ere subm itted. In January 1 97 5 , the M anagem ent 
reported to the Board that considerable delays were occurring in 
the subm ission o f reports o f internal audit in  different regiotis and  
in  order to  enable the M anagem ent to apply necessary correction  
in tim e the C om pany should have concurrent audit instead o f  
Internal A u dit in all its R egions and H ead O ilicc. T o  m inim ise  
travelling and other expenses it was proposed to  appoint local
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firm s o f  A u d ito rs  a t ea ch  B ran ch  O ffice and H ead  O ilice^instead  
o f  a p p o in tin g  a  s in g le  firm  for carrying o u t th e  Internal A u d it o i 
th e  en tire  C o m p a n y  as w a s  th e practice. T h e  B oard  approve  
th e  p ro p osa ls  a n d  accord in g ly  d ifferent firm s o f  charterea  
accou n tan ts w ere, thereafter, ap p o in ted  fo r  co n d u ctin g  i n t e r ^  
au d it o f  H e a d  O fiice  an d  ea ch  o f  th e B ran ch  Q fficcs. T h e  m onthly  
rep orts received  from  th e  A u d itors w ere  su b m itted  to  the  
F in an cia l A d v ise r  and C h ief A c co u n ts  O fficer and th e  M anaging  
D irecto r  ancf th e  C h airm an. T h ere w a s, h o w ev er , n o  system  ot 
reporting im p orta n t p o in ts  ra ised  in  th e R ep orts  to  th e  B oard  o f  
D irectors. '

14.02 The Committee on Public Undertakings in its 15th 
Report (4th Lok Sabha) had recommended that the functions of 
Internal Audit should include • a critical review of the systems, 
procedures and operations as a whole. The Ministry of Finance 
(Bureau of Public Enterprises) while accepting the above recom­
mendation directed the Public Enterprises in Ssptembcr 1978 to 
introduce such a system. The Reports submitted by Internal 
Auditors did not indicate that appraisals of systems, procedures 
and operations of the Company as a whole had been conducted.

On being informed by the Company that they had entrusted 
the work of internal audit to firms of Chartered Accountants and 
no separate manual had been prepared for the guidance of Internal 
Audit, the Committee on Public Undertakings in its 68th Report 
(Fifth Lok Sabha) had recommended that the Company saould 
develop an Internal Audit Ccl! c.f its own rtnd also prepaio an 
Internal Audit Manual setting out the scope, functions and 
procedures of Internal Audit for guidance of tho Internal Audit
Cell. In reply, the Ministry of Commerce had stated (October
1976);

“The Corporation has adopted the system of concuircnt 
audit and has appointed auditors for various regions 
for the current year. Thus it is only after the term 
of the present auditors expires that the proposal to
set up Internal Audit Cell can be considered.”
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However, tlie internal audit for ilie year 1976-77 and 1977-78 
was also entrusted to firms of Chartered Accountants.

Tne Company stated (April 1979) that continuance of tlie 
practice, of getting internal audit conducted by firms of professional 
Chartered Accountants was taken up with the Bureau of Public 
Eolerprises who had advised (August 1978) the Company to 
iuntiaue the system and review the pfisition after two years.

in. Fcbmary 1981, the Company reported that*the practice 
had been discontinued from the year 1980-81. the Company 
liaving set up its own Internal Audit Ceil. It has been father 
stated that detailed instructions containing guidelines for con­
ducting internal audit iiave also been issued to the Internal Audit 
Cell and the important points brought out in the Internal Audit 
Reporti, would be put up to the Board.

15. S«mmary

15.01 Objectives

The Company was set up on 31st July 1970 to purchase, 
sell, import and export cotton and to undertake all such other 
duties as may be entnisted by the Central Government from 
time to time.

I^ter in pursiiance of a rccojnmcndatton of the Committee 
on Public Undertakings in tlieir 68th Report (Fifth T.ok Sabha) 
that the role of the Company sliould be defined in clear terms, 
Govc rnnicnt, in October 1975, decided that the Company should 
cnsnrc payment of minimum support pricc to the growers and 
sliould bo used by NTC for meeting its cotton requirements. 
Thi'. limited role assigned to the Company was continued till the 
announcement of the 'I'extile Policy of Government in August 
1978, according to which the Company should make comniercia! 
purchases in the market and operate buffer stock for the purpose 
of disciplining priccs. F.ven earlier the Agricultural Prices 
Commission, on whose recommendation (May 1969) the Company 
was set up, had indicated disciplining of priccs as a major
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obiective of the public scctor agency. During tJic period 1970-71 
to 1977-78 when its share of the market ranged from 0.2 per ccnt 
to 11.2 per ccnt the Company cannot be said to have played any 
si-mificant role in disciplining prices. During the next 2 years
i l  1978-79 and 1979-80, the Company’s share went uprto
1S.7 per cent and 17.8 per cent respectively, which were sti!! 
bc1ow"the level of 25 to 30 per cent recommended by the National 
Commission on Agriculture in May 1975.

15.02 Organisational set-up

The overall management of the Company vests in the 
Chairman-cM;n-Managing Director who is assisted by two 
functional advisors, viz. Financial Adviser and Chief Account 
Officer and Adviser (Purchases & Sales), and by Branch Managers 
under the guidance and supervision of the Board of Directors. 
Since the inception of tlie Company in July 1970, six incumbcnts 

have held the post of Qiairman.

15.03 Capital structure

The paid up capital of the Company as on 31st August 1979 
was Rs. 400 lakhs, and the amounts of cash credit and Govern­
ment loan outstanding as on that date were Rs. 20,194 lakhs 

axKl R-s. 30 lalchs respectively.

15.04 Crop Estimation

The Cotton Directorate of Government of India collects data 
on ootton production through its own personnel and State 
Governments. The Trade and tlic Industry also prepare estimates 
of coUon production. Tlte Colton Advisory Board of the 
Government of India considers these estimates and indicates its 
own vstimates. The Company has no macliinery of its own to 
estimate the production. It makes use of the estimates prepared 
l̂ y Cotton Advisory Board for its procurement programmes- 
There were wide differences between original estimates and actual 

production.



There was a decline in imports froiii 10.54 lakh dales in
1970-71 to 0.41 lakh bales in 1973-74 due to switch over to 
Indian long and e.xtra long staple varieties of cotton by the 
traditional spinners of foreign cotton on account of rise ia prices 
of foreign cotton and imposition of high imixjrt duty by Govern­
ment. During 1974-75, 2 lakh bales were, however, imported 
from Pakistan in pursuance of Indo-Pakistan Trade Agreement of 
January f975. Sale of this cotton resulted in a loss of Rs. 124.59 
lakhs (in addition to remission of impoit duty of Rs. 201.77 
lakhs), which was reimbursed by Government.

To meet the shorlTall in the production of cotton, the Com­
pany imported 9.69 lakh bales of cotton during 1975-76 and
1976-77. Later, this import:d cotton was sold at prices generally 
lower than the ruling prices of equivalent Indian vaiietits. At 
the end of June 1979, the Company held an unsold stock of 
46,947 bales valued at Rs. 1,548 lakhs. As a result of holding 
sizeable stocks from month to month, expenditure by way of 
interest on borro'wed funds, insurance and storage had to be 
incurred. Due to the downward trend of ptices in the domestic 
market, 31,000 bales of Tanzanian cotton contracted in May
1977 were not brought into the Country' at all, but resold in 
Tanzania at a loss of Rs. 136 lakhs. In yet another case, out 
of 23,849 bales of Russian Cotton imported in September/Octo­
ber 1977, 15,000 bales remained unsold. These bales were 
exported to Poland after retaining the stock in the Country tor 
over 20 months, resulting in a loss of Rs. 234.14 lakhs. The 
Company suffered a total loss of Rs. 71.54 crores in selling the 
cotton im}x>rted during this period. The loss was tu be Ixittie by 
Government; Government have so far reimbursed Rs. 62 crores 
to the Company.

There had been problems even in the disposal of col ton 
imported on mills’ account. Out of 6,29,703 bales imported 
on mills’ account, 85,749 bales received between July 1977 and 
March 1978 were not cleared by the parties who backed out of
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iheir a.mmitments on arrival o£ the cotton in Indiau 
These bales were cleared by the Company and carried on mUs 
account. The Company had to resort to htigation for recove^ 
of over Rs. 20 crores towards the loss sustained on resale ot 

56,120 bales to other parties.

15.06 Export

In May 1975 Government nominated the Company as the 
canalising agent for export of cotton. Explaining the. policy of 
exports, the Ministry has stated that only such quantity of cotton 
is permitted for export which is considered surplus to domestic 
requirements of the Country and for which there is no demand 
in the domestic market at reasonable rates. The export of stap 
cotton is confined to the Company and co-operative marketmg 
federation/societies of cotton growing States. In the case- of 
export of Bengal deshi cotton, private trade has l^en associated 
as the performance of the Government agencies and co-operatives 

has not beefti found upto the mark.

15.07 Purchase of indigenous cotton

The Company’s purchase performance can be considered m 

three phases ;—

fa) During the first phase, i.e. the period upto 1974-75 
the Company’s operations were mostly concerned

with :

(i) commercial purchases in the domestic market,

(ii) handling of imports as a canalising agent, and

(iii) purchase of 5.17 lakh bales of cotton during 
1971-72 as a price support measure.

During this period, the annual purchases of the 
Company represented only 0.2 per cent to 9.2 per 
cent of the total production of the Country. There



was uo detinite pattern ol; purchases from different 
States.

(b) During the second phase i.e. from 1975-76 to
1977-78, the role of the Company was defined to 
include also purchases for N IC  mills.

Although NTC’s annual requirement of cotton 
was placed at around 12  lakh bales, the indents 

* placed ,by NTC on the Company were for 2 lakh 
bales in 1975-76, 6 lakh bales in 1976-77 and
7.35 lakh bales in 1977-78. The quantity actually 
lifted by the mills was much less than the indented 
quantity. The non-lifting of bales by NTC resulted 
in large accumulation of stock and increased the 
burden of carrying charges. Besides, the Company 
could not take advantage of tlie price situation by 
selling the unlifted quantity to non-NTC mills. A 
small quantity of 1,631 bales of Icapas was also 
purchased b y  the Company at the end of 1977-78 
season under pricc support operation. Besides, the 
Company purchased 13,717 bales during 1976-77 
season from Gujarat State Co-operative Cotton 
Marketing Federation to help the Federation of 
liquidate its stock. Of these, the Company sold upto 
.Tune 1981, 13,018 bales at a loss of Rs. 200.79 lakhs 
and for the balance 699 bales the loss is estimated 
at Rs. 19.73 lakhs at the prices prevailing in June 
1981.

(c) During the third phase commencing from 1978-79, 
the Company was allowed to make commercial 
purchases and operate buffer stocks wth a view to 
stabilising prices. The Company initially drew iip 
a target for procurement of 12 lakh bales of which 
6 lakh bales were meant ,for NTC, 2 !akh bales for 
Commercial purchases and 4 lakh bales for buffer 
stock. The target was revised to 15 lakh bales
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in March 1979. The actual procurement till 31st 
August, 1979 amounted to 10.36 lakh bales only.

A  review of purchases of cotton and lint effected during 
1976-77 at Ahmedabad and Indore branches revealed that m 
several cases the quaUty of cotton and lint p u t c h a s e d  by the 
selectors was poor. Consequently, the Company suffered a loss 
of Rs. 43.38 lakhs on their sale.

15.08 Ginning & Pressing of Kapas

The Company considered in March 1973 that loss of 
gmning was acceptable as being normal. In 1974, the 
permissible loss was raised to 1% , but again in 1975-76 it was 
reduced to -1%. The actual loss in ginning VN-as, however, more 
than 1%  in many centres. The loss suffered by the Company
on account of the ginning loss exceeding 1 % during the years
1971-72 to 1977-78 amounted to Rs. 279.25 lakhs exclumns 
centres in Tamil Nadu and certain otlier ccutrcs for Ahicn 
information was not available.

According to the Ahmedabad Textile Industrial Research 
Association, to whom the matter had been referred by the 
Company no norms for ginning loss were available m any hteratur. 
and based on experience the loss percentage generally varied trom 
1 to 3 and in certain cases, e.g. Theni in Tamil Nadu, the loss 
percentage could even be 15. Tlie loss on account of girm.ng 
exceeding 3% in centres other than those m Tam’l Nadu 
amounted to Rs. 27.17 lakhs during the period from 1971-72
to 1977-78.

Similarly, a review of the yield from kapas processed at 
various centres revealed that in a number of centres lint outturn 
was less than the minimum outturn specified m the Indian Cotton 
Annual Published by EICA. The loss suffered by the Company 
on this account in centres other than those m Tamil Nadii dunng 
the period 1971-72 to 1977-78 amounted to Rs. 347.03 lakhs.



The Ministry stated (Octobcr 1980) that the Company was 
conscious of the financial implication involved in lower outturn 
and had taken various measures such as hiring of exclusive 
Ginning and Pressing factories, ascertaining heapwise processing 
results and regular review of purchases and processing 
(centre-wise n̂d variety-wise) to safeguard its interests.

'15.09 Sale of Indigenous Cotton
In 1970-71 the Company acted as agent of mills in both the 

public and private sectors for buying cotton. The Company 
recovered from the mills its costs (including carrying, chargcs) 
and service chargcs of 1 per cent. This policy continued till 
March 1972. Under the Government directives issued in April
1972 the Company purchased 5.17 lakh bales during 1971-72 
as a price support measure at prices fixed by the Government 
above the prevailing market prices. Faced with serious problems 
of disposing of the huge stock purchased, the Company departed 
from the normal practice and sold cotton to private traders 
and to the mills through trade agents by paying commission on 
the sales upto April 1974. During 1973-74 the prices of cotton 
started rising from the beginning of the season. On the recom­
mendation of a Sub-Committee appointed to examine the 
purchase and sale policy of the Company, the Board of Directors 
decided in March 1974 to suspend all sales tc enable the prices 
to stabilise. Later, from May 1974, the Company released in 
fortnightly instalments limited quantities of stock at cost prices 
which were generally lower than market prices. This kind of 
limited sale continued for about 5 months. Thereafter the prices 
started falling. Most of the 1973-74 stocks had, therefore, to 
be sold in the declining market at prices below cost. The loss 
sustained by the Company on sale of 1973-74 crops in respect of 
Bangalore branch alone amounted to Rs. 203.31 lakhs. The 
loss incurred in other regions had not been worked out by the 
Company.

15.10 Inventory Management
Closing stock at the end of 1976-77, 1977-78 and 1978-79 

was significantly large (valued at Rs. 93.56 crores, Rs. 87.66
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crbres and Rs. 154-99 crores respectively) as compared to the 
total stock of the National level and scale of purchase 
operations of the Company as the NTC mills did not lifi the 
cotton purchased for them. The closing stock for 1979-80 
included a large quantity of Varalaxmi and Suvin cotton of the 
value of Rs. 27.88 crores ol 1978-79 and 1979-80 crop which 
varieties of cotton had been purchased with a view to pjrotecting 
the interests of the growers of extra long staple cotton when the 
demand for it had depressed. The Company suffered a loss of 
Rs. 4.94 crores on sale of these varieties of cotton upto August
1980 in Karnataka, Tamil Nadu and Madhya Pradesh.

15.11 Financial Management

The Company earned profits upto 1976-77 a,nd paid dividends 
to Government ranging from 3 to 12 per cent. During 1977-78 
and 1978-79 the Company suffered losses of Rs. 535.27 lakhs 
and Rs. 695.60 lakhs respectively due to the continuous fall in 
the domestic cotton prices since the end of 1976-77 cotton 
season. On account ot the inadequate ■ role assigned to the 
Company restricting its purchases to meet the needs of NTC 
mills till 1977-78, the Company could not take advantage of 
the market situation by selling unlifted cotton bales to non-NTC 
mills. Later, when the Company started selling the unlifted 
stock the prices came down further.

15.12 Man Power

The staff strength was increased from 503 in 1972-73 to 
648 in 1973-74 to create the infrastructure to effect pi rchases of 
about 30 lakh bales in 1973-74 which target the Management 
did not achieve in 1973-74 or in subseqvient years. The quantity 
of cotton purchased by the Company ranged, from 1.99 lakh 
bales to 13.79 lakh bales during the period 1973-74 to 1978-79.

A standard staffing pattern linked with the volume of 
business has not been evolved so far.
S ' I 5  C & A G /8 1 ,— 7.
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1 5 .1 3  hnerim l A u d it
Internal A u dit o f the C om pany was entrusted to firn^ of 

Chartered A ccountan ts upto 1 9 7 9 -8 0 . In 1980-81  the C om pany  
set u p  its ow n Internal A u d it C ell.

 ̂ 16. G lossan ' o f  Tenn.s 

A d ty a s
Sm all broker in m andi having bcence under the law  and 

sellin g  kapas on  b eh alf o f  the growers on  com m ission .

Bale

Pressed  lint in hessian  clo th  and iron hoop s w eigh ing about 
1 70  kgs. each .

Candy
T he m easure o f w eight equal to  3 5 5 .6 2  kgs. or 7 8 4  lbs. 

C andy
Im m ature and insect dam aged kapas having lost staple and  

class.

C otton  year
T he period from  the first day o f Septem ber o f any year to  

the 31st day o f A u gust o f the next year (b oth  days in c lu siv e ).

L ong staple
C otton  w h ose staple length is above 1", but below  | "■

I'lxtra L ong staple
C otton o f staple length above Ijy".
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( j in n m g

A  process by which the cotton seeds aie separated from 

kapas, and lint is obtajned.

R . G .

Roller ginned.

S .G .

Saw ginned.

K a p a s

Unginned cotton.

L i n t

Raw cotton obtained after processing and separating cotton­
seed from kapas.

Y e llo w  P ic k in g

Kapas having yellow strains and whose class and strength 
is damaged, due mainly to insect damage and/or weathering in 
the open or due to prolonged storage in ‘Kutcha’ godowns.

(P. P. G A N G A D H A R A N ) 

C h a irm a n , A u d it  B o a rd  and  

E x - O f f ic io  A d d it io n a l D e p u ty  

C o m p tro lle r  a nd  A u d ito r  G e m ra l 

New Delhi {C o m m e rc ia l)

The November, 1981

Countersigned

(G IA N  P R A K A SH ) 

New Delhi C o m p tro lle r  a nd

The 30 November, 1981 A u d ito r  G e n e ra l o j  In d ia



O RGAM SATIO NAI. CHART OF TH E COTTON COBPOKATION O F INDIA L M T F .D . BONTBAV AS ON 1-4198.
C H A l R M A N - c u m - M A N A G I N G  D I R E C T O R

a\NNEXURE ^

(Referred to in para 3)

A d v is e r  (P u r c h a s e )
Adviser (Sales) (vacant)

F .A .  &  C .A .O .
M a n a g e r " (P e r s o n n e I  P  R )

D e p u ty
M a n a g e r
(P u r c h a s e )

A ssista n t
M a n a g e r
(P u r c h a s e )

D c p u t v  B ra n ch
M a n a g e r  M a n a g e rs
( Q l iv .  C o m . )  i

D e p u t y  
M a n a g e r  

(L e g a l a n d  
I m p o r ts )

B h a t in d a
S irsa
S h r ig a n g a n a g a r
T n d ore
.^ h m c d a b a d
R a jk o t
M a d r a s
B a n g a lo r e
G u n tu r

A s s ll .
M a n a g e r
(F ie ld )

M a n a ge !-
(S a le s )

D e p u ty
M a n a g e r
(S a le s )

M a n a g e r
(C & F )

M a n a g e r  M a n a g e r  M a n a g e r  B r a n ch  
( E x p o r t s )  ( A c c t s . )  ( In te r n a l  A .O .

A u d it )  '

A s s is ta n t  A c c o u n t s  
M a n a g e r  O ff ic c r  A u d it  
(E x p o r t s )  O ffic e r s

D e p u ty
M a n a g e r
(V ig .)

• 1 I

A sstt . A sstt . 
M a n a g e r  M a n a g e r  
( G o d o w n )  (C & F )

B h a tin d a

B h a tin d a
S irsa
S h r ig a n g a -  
n a g a r  
I n d o r e  
A h m e d  a -  
b a d

D e p u t y  L ia is o n  
M a n a g e r  O ffic e r  

(P e r s o n n e l)  (A t
D e lh i )

A t o e d a b a d  R a jk o t  
B a n g a lo r e  M a d r a s

A ss tt .
M a n a g e r
(V ig ) .

B o m b a y B a n g a lo ie
G u n tu r
C a lcu t ta

V ig i la n c e
O ff ic e r s

B h a tin d a
S irsa
S h r ig a n g a -
n a g a r
A h m e d a b a d
M a d r a s
B a n g a lo r e
G u n tu r

A ss is ta n t
M a n a g e r
(E s ta b l is h ­
m e n t )

S 15 C.tAG 81,-—S.
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ANNEXURE II

(Referred to in para 8.02)

1971-72 1 9 7 2 -7 3 1 9 7 3 -7 4 1 9 7 4 -7 5

u rch a se s  %  t o  P r o d u c t io n  %  o f  
y  th e  to ta l  in  th e  C o l .  6 t o  
'o m p a n y  p u r c h a s e s  C o u n t r y  8

P u rch a se s  
b y  th e  

C o m p a n y

%  t o  P r o d u c -
t o t a l  t io n  in
p u r c h a s e s  th e

C o u n t r y

%  o f  P u rch a se s  %  t o  P r o d u c -  %  o f
C o l .  1 0  t o  b y  th e  to ta l  t io n  in  C o l .  1 4

1 2  C o m p a n y  p u r c h a s e s  th e  t o  16
C o u n t r y

P u rc h a se s  %  t o  P r o d u c -  
b y  th e  to ta l  t io n  in  

C o m p a n y  p u rch a s e s  th e
C o u n tr y

6 7 8 9

1 7 .4 3 . 4 1 6 5 .7 1 0 .5

3 3 7 .8 6 5 .3 2 2 8 0 .5 1 4 .8

2 1 . 9 4 . 2 4 3 9 .0 5 . 0

5 . 2 1.0 3 6 8 .8 1 .4

6 4 . 0 1 2 .4 9 1 7 .1 7 . 0

20.0 3 . 8 5 6 8 .8 3 . 5

4 6 . 9 9 .1 9 7 1 .5 4 . 8

2 . 7 0 . 5 3 9 2 .8 0 . 7

1 .4 0 . 3 3 8 8 .5 0 . 4
7 1 .3

5 1 7 .3 100.0 6 5 6 4 .0 7 . 9

1 0 1 1 1 2 13 14 15 16

8 0 .1
6 . 9

0 . 8

2 3 3 .8
6 4 .4

3 8 6 .0

2 0 . 7  
1 . 8

0 . 2

6 0 .6
1 6 .7

1 0 0 . 0

1 1 2 .7
1 3 8 3 .2  

4 2 8 .0
3 3 0 .4

1 0 5 3 .3
4 1 8 .4

1 0 1 5 .3  
2 8 7 .2  
3 2 6 .9

6 6 . 4
5 4 1 6 .8

1 8 .9
2 . 1

0 . 2

2 3 . 0
2 2 . 4

7 . 1

1 6 .6
3 . 4

3 9 .5
3 . 0

5 0 .2
1 6 8 .6

2 9 . 0

3 1 0 .3

5 . 4
1 . 1

1 2 .7
1 . 0

16.2
5 4 .3

9 .3

1 0 0 . 0

3 4 7 .3
1 7 0 7 .6  

4 6 6 .9
1 7 9 .0

1 0 1 5 .7  
7 1 9 .8

1 1 5 7 .3
3 0 0 .3
3 5 8 .1  

5 6 .8
6 3 0 8 .8

L.1 1 9 7 6 -7 7  (P . 1 1 7 ). F ig u r e s  f o r  1 9 7 5 -7 6 , 1 9 7 6 .7 7  a n d  1 9 7 7 -7 8  a re  c o l le c t e d  f r o m  D ir e c t o r a te  o f  C o t t o n  D e v e lo p m e n t .

17

4 . 8
0 . 2

8 .5
1 .7

7 . 0
1 4 .6

9 . 7

4 . 9

18

6 . 6

1 6 .6
0 . 5
1 .7

2 . 4
1 . 0

1 . 0

2 . 1

3 1 . 9

19

2 0 .7  
5 2 . 0  

a .6
5 . 4

7 .5
3 .1
3 .1
6 . 6

1 0 0 . 0

2 0 2 1

4 8 3 .0  
1 4 5 4 .8
4 2 6 .0  
4 2 4 .-5

1 7 1 6 .6
7 9 3 .1

1 1 9 8 .6  
3 3 6 .6
2 7 4 .1  

4 7 .8
7 1 5 5 .1

1 9 7 5 -7 6 1 9 7 6 -7 7

%  o f  Pur^ bases 
C o l .  18 b y t '. i e  

t o  2 0  C o m p a n y

1 .4
1 . 1

0 . 1

0 . 4

0 .3
0 . 1

0 .3
0 . 8

0 . 4

2 2

8 . 1

4 4 . 6
6 . 7
7 . 7

2 3 .0
2 1 .3
1 4 .9
2 3 .2

1 4 9 .5

%  t o  P r o d u c -  %  o f
t o ta l  t io n  in  C o l .  2 2
p u r c h a s e s  th e  t o  2 4

C o u n t r y

P u rch a se s  %  t o  
b y  th e  to ta l  
C o m p a n y  p u rch a s e s

23

5 . 4  
2 9 . 8

4 . 5  
5 . 2

1 5 .4  
1 4 .2  
1 0 . 0

1 5 .5

1 0 0 . 0

2 4 25 2 6 27 28

2 3 9 .1 3 . 4 3 4 .1 6 . 4 2 6 0 .7

1 6 7 7 .1 2 .6 1 2 1 .5 2 2 . 7 1 6 3 0 .4

4 6 5 .0 1 . 4 4 1 . 9 7 . 8 4 9 9 ,0

2 7 1 .8 2 . 9 6 5 .7 1 2 .3 2 7 7 .8

7 7 1 .5 8 3 2 .7

5 8 6 .7 3 , 9 4 0 . 9 7 . 7 4 6 0 .2

1 2 3 5 .0 1 . 7 1 3 2 .8 2 4 .8 1 1 3 8 .0

4 0 4 .2 3 . 7 6 9 .1 1 2 .9 3 4 8 .4

2 5 3 .0 9 .1 2 8 . 9 5 . 4 3 4 7 .5

4 6 .1 4 4 . 6

5 9 4 9 .5 2 . 5 5 3 4 .9 100.0 5 S 3 9 .3

P r o d u c -  %  o f  
t io n  in  C o l .  2 6  

th e  t o  2 8  
C o u n tr y

2^

1 3 .1
7 . 5
8 . 4

2 3 . 6

8 . 9
1 1 .7
1 9 .8  

8 .3

9 . 2

('000 bales)

1977-78

P u rch a se s  %  t o  P r o d u c -  
b y  th e  t o ta l  t io n  in  
C o m p a n y  p iu -ch ases th e

C o u n t r y

% o f  

C o l .  3 0  
t o  32

3 0

2 9 . 2  
1 1 1 .9
4 6 . 2
6 5 .8  

1 3 4 .7
3 6 .3  

1 1 3 .5
9 3 .8
3 5 .8

6 6 7 .2

31

4 . 4  
1 6 .7

6 . 9
9 . 9  

2 0 . 2

5 .4
1 7 .0
1 4 .1

5 . 4

1 W ) .0

3 2 33

2 1 7 .0  
1 9 4 1 .8
4 6 4 .0  
2 9 9 .2

1 2 6 3 .4  
8 0 1 .7

1 2 2 4 .0
4 5 2 .4
5 3 8 .1  

4 1 , 8
7 2 4 3 .4

13.5
5.8
9.9 

2 2 . 0

1 0 .7
4.5 
9.3

2 0 .7
6 . 6

9.2
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1970-71 1971-72
State

P u rc h a s e s  %  t o  
b y  th e  to ta l  
C o m p a n y  p u r c h a s e s

P r o d u c ­
t io n  in  
th e

C o u n t r y

% o f  
C o l .  1 to  

4

1

/\ n d h r a  P i a d e s h  
G u ja r a t  . 
H a r y a n a  . 
N Ia d h y a  P ra d e sh  
M a h a r a s h tr a  
K a r n a ta k a  
P u n ja b  
R a ja s th a n  
T a m il  N a d u  
O th e r  
A l l  I n d ia  .

5.4

1.4
1.5

S. 3

65.1

16.8
1 8 . 1

1 0 0 . 0

78.4
1571.3
353.0
210.3 
481.7
343.3 
818.5
229.1 
344.9
68.3

4498.8

P u rch a se s  %  t o  P r o d u c t io n  %  o f  
b y  th e  t o t a l  in  th e  C o l .  6 t o  
C o m p a n y  p u r c h a s e s  C o im t r y  8

P u rc h a s e s  %  t o  P r o d u c -

b y  th e  to t a l tio n  in

C o m p a n y  p u rch a se s  th e
C o u n try

1972-73

% o f Pu
Col. 10 to by 

12 C<

1 0 1 1 1 2

- ■ 17.4 3.4 165.7 10.5
0.3 337.8 65.3 2280.5 14.8

21.9 4.2 439.0 5.0 80.1
5.2 I.O 368.8 1.4 6.9

0.3 64.0 12.4 917.1 7.0
0.4 20.0 , 3.8 568.8 3.5 0.8

46.9 9.1 971.5 4.8 233.8
;.7 0.5 392.8 0.7 64.4
1.4 0.3 388.5 

71.3
0.4

0.2 517.3 100.0 6564.0 7.9 386.0

20.7 
1 . 8

0 . 2

6 0 . 6

16.7

1 0 0 . 0

112.7
1383.2 
428.0
330.4

1053.3
418.4

1015.3 
287.2 
326.9

66.4
5416.8

13

18.9
2 . 1

0 . 2

23.0
22.4

7 . 1

Source :— S ta tew ise  p r o d u c t io n
fig u res  u p t ^ i g W i T e T a t o  f r o ^ 5 i ^ o « o 7 1 . ; ^ n ^ > ’ '  H 7 ) .  F ig u r e s  f o r  1 9 7 5 -7 6 , 1 9 7 6 -7 7  a r ,d  197 7 -7 S  a re  c o lle c t e d  f r o m  D irecto ra te
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(R ':fe r r c d  t o  in p;ira 9 , 02)

1 97 3 -7 4

n n in g  L o s s  in  c.xccss 
o f l %

> u a n fily  R r T n "
(N o .  o f  /a k h s
le n t r c s )

13

1920
(9)

3 ?

(2)

Lint o u t  tu rn  less th a n  
the m in im u m  s t ip u la te d  

n o r m s

O u a n t i t j -

(C e n tr e s )

14 15

4 4 . 7 0

8 .4 3

6 .4 7

4 . 8 0

0 .1 3

6 4 .5 3

1 58 3
(4 J

1 3 6
( 3 )

8 0
( I )

3 8 5
(5)

R s. in 
la k h s

16

1 0 .8 7

0 ,8 9

1 .1 8 . .

5 .6 0

1 8 .5 4

Q u a n tity
p r o c e s 'c d

17

1 9 7 4 -7 5
1 9 7 5 -7 6

n o r m s

197 6-7 7

Q u a n t ity  
( N o .  o f  

C e n tr e s )

18

R s .  in  
la k h s

19

5 ,2 9 7 68 0.20
( 1)

2 .4 8 2 2 5 0 .0 8
( I )

5 ,1 9 8 23 0 .0 7
(0

17 ,1 7 5 15 ! O .S l
(3 )

9 ,1 1 0 146 0 .6 4
(2)

P u rch a sed o n ly  F .P . B a le

•. N o  p u rch a se

1 .5 0

Q u a n t i t y

' C e 'U - e s )

2 0

8H

(1>

1 1 1

(2 )

139
0 )

R s .  in  
la k h s

2 1

0 .7 7

0 .9 2

1 .7 9

3 .4 8

2 2

4 8 ,0 0 2

1 7 ,4 0 0

7 ,1 7 2

33 ,921

9 ,8 2 6

__________ o f l %

Q u a n t ity  R s .  in
( N o .  o f  la k h s

C e n tre s )

2 3

167
(4)

2 1 3
( 5 )

9 5
(1)

7 3 5
<4)

7 5(3)

2 4

0 .4 1

0 .5 4

0 .2 6

3 .4 1

0 .2 8

N o  p u rch a se

4 . 9 0

t h e  m iu in ii im  s t ip u la te d  p r c t e s s e d  
n o r m s o f l %

in  ex ce ss  L in t  o u t  tu r n  le ss  th a n

Q u a n t ity
(C e n tre s )

25
1 0 5
(3)

67
(4)

R s. in  
l a l i h s

Q u a n t ity  R s .  in 
( N o .  o f '  la k h s  
C e n tre s )

26 27

0 .7 0

0.47

6 ,0 4 ,0 3 3

2 7 . SI

28 29

6 ,6 8 7
(1 9 )

N ..A .

N .A .

2 7 .3 3

1 ,2 7 3
«5)

1 8 .2 5 1 ,2 8 ,6 2 5 3 ,2 9 9
(5 )

1 8 .1 5

4 3 7
(4)

3 .9 8 4 1 ,4 3 4 3 5 0
(5 )

1 .8 7

3 6 8
( 1)

4 .4 1 22 ,5 5 8 372
(2)

1 .9 3

2 ,9 4 ,6 2 7 2 .8 3 3 M .6 4
(9)

N o  p u rch a se

th e  m in im u m  stip u la te d  
n o r m s

3 0

8,648

7 4
(5)

5 3 2
( 3 )

3 .6 1 9(in

Q u a n t ity  R s .  i n
(C e n tr e s )  la k h s

-II

1 40 .2 1

0 .9 S

S .,'^ 7

4 6 .1 7

(Quantity in Quintals)

197 7-7 8

Q u a n t ity  G in n in g  Los.s in e x c e ls  L in t  o u t  tu rn  le ss  th a n
p r c c e s s t d  o f 1 ° '  th e  m in im u m  s t ip u la te d

n o r m s
Q u a n t ity  R « .  i n ---------
( N o .  o f  la k h s  Q u a n t ity  R s .  i a  

C e n tre s )  (C e n t r e s )  la k h s

32

5 ,0 7 ,1 0 5

2 .:0 .7 2 3

4 6 ,6 4 9

82 ,5 1 3

59 ,996

I .5 .\ 6 3 5

4 .2 9 ,0 1 2

33

7 ,6 7 6
(1 6 )

N ..A .

2 .8 5 2
n i )

4 0 4
(5)

25 3
(5)

2 9
( 2 )

1.552
f f i)

4 ,5 5 8
(1 3 )

34

2 8 .8 0

1 1 .7 9  

2 .8 9  

l . I O  

0 .1 3  

7 .1 5  

1 9 .S5

3 5

N .A .

3 6

1.966 2 3 .0 6
(4)

78 O.NN
(4)

1,5.?3 2 5 .2 0
( 2)

4„587 4 0 .7 0
( 12)

N .A .

6 3 .9 2 2 0 1 .9 3 7 1 .7 1 8 9 .8 4

y':»



(.Referred *

S ta te

1 9 7 1 -7 2
1 9 7 2 -7 3

1 9 7 3 -7 4

i i » / !•/ .£ . _____ ____________ ____  ■    ______________  .  . — — >—  ---------  --------  t i v i n

G i n n i n g l . c . s p ^ f

p r o c e s s e d  A /o _______  ___________  -------— ------------   ■ ;n  --------  --------  — •—'—  ----------

Q u a n t ity  
( N o .  o f  
C e n tre s )

R s .  in  -  
la k h s

1 2 3 4

1. P u n ja b 2 ,1 3 ,9 1 1 6691
( 12)

1 1 .5 7

2. H a r y a n a 1 ,0 4 ,6 5 9 ' 2 6 2 4
( 6)

4 . 7 3

3. R a ja s th a n 3 ,1 0 3 3 5
( 1)

0 .0 6

4 . A n d h r a  
P ra d e sh

N .A . N .A .

5 . M a d h y a  
P ra d e sh

N .A . N .A .

6. K a r n a ta k a N .A . N A .

7. G u ja r a t ••

8. M a h a r a s h tr a N .A , N .A .

n o r m s

Q u a n t i ty  R s .  in
(C e n tr e s )  la k h s

1 6 .3 6

15 7
(3 )

1 049
(3 4 )

0 .6 9

4 .7 4

5 .4 3

Q u a n t ity  R s .  in  
(C e n tr e s )  la k h s

7 8 9

1 0 ,1 1 ,9 3 5 147 6 6
( 16)

3 3 .4 1

4 ,0 0 ,5 6 5 SOOO
(1 3 )

1 8 .1 3

2 ,6 6 ,2 8 5 20 0 8
(9 )

4 .7 9

N o  p u rch a se  

N .A .

N .A .

N o  purcha.so 

N o  p u rch a se

Q u a n tity
{C e n tre s )

1 0

N .A .

N .A .

5 6 .3 3

Note

R s . in  
la k h s

n

N .A ,

N .A .

1 2

Q u a n t ity  
( N o .  o f  
C e n tre s )

13

8 ,8 4 ,3 0 3

1 ,4 4 ,1 0 8

1 ,7 1 ,0 5 7

3 9 ,7 2 3

4 ,7 7 8

1 5 3 6 3
(1 6 )

2673
( 1 2 )

1920
(9)

• 970  
( 3 )

3 3

( 2 )

N .A .

N A

. .  N o  p u rch a se

norms
R s .  in ---------------------' '  ~ .
lakhs Quantity R s-m

(Centres) lakhs

0 .1 3

( U

385
(5)

6 4 * 5 3

5 .6 0

1 8 .5 4

Q u iin tity
p r o c e s 'c d

Q u a i i i i ^
(N o.

C c H irrt i

14 15 16 17

4 4 .7 0 1583
(4 )

1 0 .8 7 5 ,2 9 7

8 .4 3 136 0 .8 9 2 .4 8 2

(3 )

6 .4 7
5 ,)  98

4 . 8 0 80 1 .1 8 - 17,175

9 , 1 1 0

13

tĥ

( ! '

25

O '

I5t
(3)

146
C-̂

Purchase< <  

N o  purchase
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I s s u e d  o n Borrower’s Signature
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