A NOTE ON COTTON PRICES IN INDIA IN RELATION
TO TIIE SUPPLY FACTOR.

By JNAN RANJAN. GUHA THAKURTA, M.A,,
Stalistical laboratory, Calculla,

The present note gives a preliminary study of the interrelations between the supply
and price of cotton in India. It is gencrally believed that the supply of American cotton
uxerts a greater influence on Indian prices than the home supply, Sote very significant
and highly interesting figures were quoted in the Report of the Tariff Board (Cotton
Textile) Inquiry, 1927, (pp. 31-32), where it was shown that a large Anierican crop
depressed, the Indian prices during the next yeor whereas o short crop in America is
followed by the oppesite effect. 1o view of the importance of the question, a preliminary
altempt has been made in this paper to estimate the effects of American supply and of
Indian supply separately on the Indian price of cotton.

The necessary data, which are shiown in the appended table, have all been gathefwd
from officiul svurces. The production figures for American Cotton have been taken from
the Vear-Book of Agriculture published by the U.S. Department of Agriculture, As
regards the Indian supply, the production figures, as officially reported, are generally
believed to be und i It has therefore been thought advisable to use instead
the visible supply, which is made up of the quantity actually exported, and the quamtity
consumed in the mills and for which accurate data are available, The price taken is that
of ‘Broach’ Cotton, which is the most widely representative variety ia Iudia. The quota-
ons are of wholesale prices in Bombay, the most important cotton market in the country.
The period chosen is from 1891-92, the earliest year for which figures are available, till
1011-12, for in this preliminary study it was thought desirable to avoid the extreme
fluctuations of the war and the post-war periods. Corrections for the variation in the
purchasing power of money during the period were thus not of great importance. In any
case, the method of percentage variations adopted in the present paper must to some
extent allow for changes in the value of money from one year to the next.

Denoting the percentage change in price by b, lllal in Alnmun supply by z and

that in Indian supply Ly y, the following i ¢ s L—
P =68 - 056 (x) — 022 (y)

with the multiple correlation R(1°23)=079. If the cocflicicuts of determination of
Amencan and Indian supplies are calculated, it is scen that about 53 per cent. of the
variunce in the cotton price is attributable to the first, and only 10 per cent. to the
second. To what extent these wo factors in combination can exploin the fluctuation
in the price of cotton is made clear io the chart, where the actual prices are shown side
by side with the estimates made from the above regression equation.

1 With two varistes and naz0, the one per cent, \Alne of the multiple correlation coeflicient is
08468, The obscrved ion of 079 is & y . Wishan, Qwar. Jour. Roy. Mcl
Soc., Vol LIV, July, 1928, p. 259).




COTTON PRICES IN INDIA IN RELATION TO THLE SUPPLY FACTOR

Actual Price.ace.vamee
/ A

Estimaied Price .

——e—e

Difference Berween Estimsted and Acrual Prica j
-0

=
° &
Rupoes pes Candy

T oSt |:n = Hov Ty 355 B
Actual and Estimated Price of Cotton

187



SANKHYA :

THE INCIAN JOURNAL OF STATISTICS

TasLe.  SurrLy AND D’ricz or CorroN v Inmia.

Visible Percentage Varintion over

Price of "}';"’,'7 of preceding year Difter-

Uroach | American | B0 Estimat- | ence
Cottomin | _Catton | “2i00 ¢ ed price | betweer
Years| Hombay |Production | =KPOLR, of | Actual

{in yupees | (im lakbs asum; Price | American Indian | Cotton | and
per Candy | of hales) | GoRiCR0 | 005y | Production | Produetion timat
of 150 Ib) Thonsand - Col. (3) | Cok (#) ed Price

bales)
m [t} (L]} (U] (srsp ©=x (May *®) L]
1801-02 mt %0 239

.08 £ 61 ™ +2371 -156 -1 ™ | -6
04 ns s 258 -100 +u'o +103 |+
08 2028 [ 14 - 58 +16°7 ~rs ws | 408
-0 nrs L 3 + 78 -2 +28'6 3 +137
-7 196 8 247 -8 +18°1 -1 nr |+
08 13 109 249 -107 +1°2 +08 us |+ @
E-] 1303 1g 9 =150 + 7 +18'0 17| 426
1900 0 ] 68 +43'8 -1 -39 1 | -
01 28 101 08 - 18 + 86 +61°4 M | - n
02 " 03 a1 -1 - 50 +157 20 | 4+ 17
03 2013 100 30 -3 +11'6 +154 ws | - U3
01 218 ] B3 +18'8 -8 -T2 |+
-03 nys 135 240 -1 +367 + 43 n | -8
00 252 106 m +16'0 =200 + 06 02 .
01 2498 133 wn -1 +25°8 +18'3 nu | - 03
o8 063 m 533 -00 -16'8 -3 w2 | 4858
00 208 |7} 8 -1 +189 +146 0 | =170
-10 303 100 418 +u2 -3 +103 L -
B1 B2 ne 388 4119 +16°0 -1l 100 -
B 284 157 83y -1 +35°3 -5l s | + 11

Meon valucof p =my=312
of x =wmum§'02
oly =mmy=430

Standard Deviation of p=ss=1300

=030

ymay=21'80




	001
	002
	003

