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New Delhi, June 4: Alarmed by
prospect of a shortage of the raw ma-
terial in the nextmarketing vear start-
ing October 1, the textile industry is
pitching in for allowing exports of on-
Iy surpluscotton teensurasteady sup-
pliesfor cash-starved domestic mills.

Lowerthan-expected cotton ar-
rivals in 2011-12, depleting stockpiles
due to large-scale exports and appra-
hensions that cotton farmers in some
Parts may switch toother crops in 2012-
13followingless returns this yearhave
reinforced fears that the textile indus-
try may be forced to pay more for (he
raw material if shipments are allowed
unrestricted in thenext year

“Exports of cotton should be re-
stricted to the surplus assessed by the
Cotton Advisory Board, Tt was felt that
the policy should be snnouniced well in
advancesothatthere would benoscope
for speculation,” 8V Arumugam, the
chairmanof the Confederation of Indi-
an Textile Industry (CITI) told FE. In-
dustry executives have been lobbying
tokeep adequate yearending stocks to
ensure stearldy supplies for domestic
millsin caseof acropfailure Citingthe
exampleof biggestrival China, theyar-
gue Lhat despite being the worlds
largest cotton grower, the communist
country docsn’t allow exports to offer
the advantage talocalfextilemills.

“Tt had been declded by the group of
ministers in 2010 that theending stock
of cottonshonld beaminimum of 5mil-
Hon bales, or for 2.5-month consump-
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tion. Based on the year's monthly aver-
age consumption, the ending stock
needs fo ha higher than 50 1akh bales,”
DX Naiy sceretarygeneralof CITIsaid.

Earlier thia year, the CAB had asti-
mated year-ending stocks of 2.5 mil-
lion bales—enough for domesticcon-
sumption of just over ane month —
even if nofresh shipmentwasallowed
beyorid the already-approved quanti-
ty af 11.5 million bales, Since export
restrictions have been lifted now, the
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yearending stock lavels ara hound to
go down further if domestic con-
sumption doesn'tfall significantly.
Fearsof aless-than-expectedcotton
crop i 2011-12 have added to uncetr-
tainties about domestic supplies next
vearatreasonahleprices. Textilemills
are struggling to stock up in bulk as
severalof them have fallenintoa debt
trap owing to a sudden fall jn product
prices after two suceesslve years of Te-
lentlessrise inrawmaterial costs, Last

week, the government approved re-
structuring of textile sector loans
worth %35,000 crore to ball ot cash-
strapped mills, althoughadirectiveby
the Reserve Bank of Indiatothiseffect
ispending.

Cotton arrivals until May 27 just
touched last yearlevelaf 32.12million
balesafterfrailinglast year'slevel im-
til then although the preduction has
been estimated to be 5% higher than
last year. This means cotton produe-
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tion may miss the CAB's estimate of
34.7 million bales for 2011-12, as har-
vesting season s nearing its end. In-
dia, the world's second-largest cotton
supplier and prower, produced
around 33 million balesin 2010-11 and
exported nearly 7.8 million bales.

According to Nair, although the
window of Importing cotton is avail-
able to the mills, thereare hundreds of
small and medium-sized mills which
do not have the expertise of forelgn
cotton qualities, banking facilities for
opening letter of credits and interna-
tlonal trading rules. "As such, they
will be placed in highly disadvanla-
geousposition," hesaid, Maorenver, im-
portsof cotton weuld be an expenslve
affair due to the sharp depreeiation of
the rupee against the dallar, in case
therelsashortage next year.

The cotton crisis flared up after
March 5 when the commerce ministey
bantied the fibre's exports to conserve
the raw material for cash-starved tex-
tile mills for off-seasonuse and avoid a
depletion of year-ending stocks. How-
ever, the ministries of commerce and
textileslifted the restrictionson cotton
exports a week after imposing them as
agriculture minister Sharad Pawar
criticised theban, arguingfarmers'in-
comes would dwindle and they should-
n'tbeasked to subsidized consumers.

CITI has also requested the govern-

' menttopublishthedataonregistration

of export contracts of cotfon through
the Directorate General of Foreign
Trade (GFT) website as it is already
doingin thacaseof cotton yarn.



