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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having 
been authorised by the Committee to present the Report on their 
behalf, present this Sixty-third Report on the National Textile Cor-
poration Limited, New Delhi. 

2. This Report is based on the examination of the working of the 
National Textile Corporation Ltd. upto the year 1974. 

3. The Committee took evidence of the representatives of the 
National Textile Corporation Ltd. on the 20th and 21st January, 
1975, and that of the Ministries of Industry and Civil Supplies (De-
partments of Industrial Development, Civil Supplies & Coop~ra
tion and Heavy Industry) and Commerce on the 10th February, 
1975. 

4. The Committee on Public Undertakings considered the Report 
at their sitting held on the 16th April, 1975. 

5. The Committee wish to express their thanks to the Ministri~s 
of Industry and Civil Supplies (Departments of Industrial Develop-
ment, Civil Supplies & Cooperation and Heavy Industry) and Com-
merce and the National Textile Corporation Ltd. for placing before 
them the material and information they wanted in connection with 
the examination of the working of the National Textile Corporation 
Ltd. The Committee wish to thank in particular the representatives 
of the Ministries and Departments and the Undertaking who gave 
evidence and placed their considered views before the Committee. 

NEW DELHI; 

April 21, 1975. 
·Vaisakha 1. 1897 (sf. 

I 

NAWAL KISHORE SHARMA, 
Chairman, 

Committee on Public UndertalCings. 

(vii) 
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INTRODUCTORY 

Brief History relating to the setting up of the National Textile 
Corporation 

1.1. Prior to the Selond World War, India was a cotton textile 
importing country. The shortages of supplies, as a consequence of 
the Second World War created a windfall in the demand for textiles. 
The Textile Mills in the country took full advantage of this situation 
and worked their machines intenSively and started exporting textiles. 
This spurt in demand for texltiles continued even after the end of the 
Second World War for a few years. Induced by the huge profits of 
the prolonged sellers' market many Indian millowners did not con-
sider it necessary to conserve a portion of their profits for the moder-
nisation and rehabilitation of their machinery, in spite of Govern-
ment's warning at the beginning of the Second World War to the 
industrialists not to fritter away their expected profits by large divi-
dends to shareholders. During the Fifties and Sixties, modernisation 
and rehabilitation did not occur at a rate sufficient to outpace the 
ageing of machinery, much of which wa,s not new even at the 
beginning of the war in 1939. The failure of industrialists to moder-
nise and rehabilitate the machinery for such a long period led to re-
duced profitability, closure of textile mills and production became 
decreasingly competitive. In view of the importance of the industry, 
Government felt in 1967 that a time had Qome when Government 
should come directly to the help of the industry, sO that even after 
ignoring the mills with old and worn-out machinery which had to 
be scrapped, the mills which had been mis-managed but whose 
equipment was such that if their financial and organisational struc-
ture was rationalised, could maintain production and regain moder-
ate profitability. 

1.2. At that time the Governmental policy for tackling the pro-
bl&m of sick industrial units was based largely on the provisions 
of the industries (Development and Regulation) Act, 1951 which 
empowered the Central Government temporarily to assume manf'-
gement or control of industrial units ,in certain cases. Temporary 
management of sick textile mills under this Act presented a number 
of difficulties. It required return of the undertaking, after a period 
of time, to the original management, who had earlier brought it 
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to its sad plight. In a number of cases, the undertakings, after their 
return to the original management, wert!' mis-managed again to {he 
point of attracting Government intervention a second time. Further 
there was no security for Government funds and this prevented 
investment of public funds for long term rehabilitation and moderni-
sation of such mills. To obviate these difficulties, the Cotton Textile 
Companies (Management of Undertakings and Liquidation or 
Reconstruction) Act, 1967 was enacted to settle the long term 
future of textile mills that were already taken over or might be 
taken over in future under the Industries (Development and Re-
gulation) Act, 1951. This Act empowered Government to liquidate 
financially weak textile companies, while making arrangements 
simultaneously to sell the undertakings thereof by public tender 
at or above a reserve price. If no offers were received for purchase 
of the mill at the reserve price, the Act envisaged purchase of the 
mill by Government at the reserve price. Alternatively, the Act 
enabled the Government to' draw up a scheme of reconstruction 
for textile companies which were financially weak/mismanaged 
and in this process acquire controlling interest in such companies. 

The provisions of the Cotton Textile Companies (Management of 
Undertakings and Liquidation or Reconstruction) Act, 1967, have 
been, with some modifications, incorporated in the Industries (De-
velopment and Regulation) Act, 1951, and made applicable to all 
scheduled industries. Consequently, the C. T. C. Act, 1967 has been 
repealed. 

1.3. For the purpose, inter alia, of managing the textile mills 
that may be acquired by Government under the provisions of the 
Cotton Textile Compani~s (Management of Undertakings and Liqui-
dation or Reconstruction) Act, 1967 and also, in due course of 
establishing new textile mills, the need for a separate institution 
was felt. Accordingly, a Corporation known as the NATIONAL 
TEXTILE CORPORATION LTD., was set up by Government under 
the Companies Act, 1956, with an authorised capital of Rs. 10 crores, 
which has since been raised to Rs. 75 crores. The National Textile 
Corporation Limited started functioning from 1st April, 1968· 

1.4. At the time of setting up of the National Textile Corporation, 
there were 17 mills taken over by the Government under the Indus-
tries (Development and Regulation) Act, 1951. By October, 1972, 
the number of such mills had increased to 57. On 31st October, 
1972, an Ordinance called the 'Sick Textile Undertakings (Taking 
over of Management) Ordinance, 1972' (since replaced by an Act) 
was promulgated. As a result of the promulga1lion of this OrdinRnce, 
the management of 46 more sick textile undertakings in the country 
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came to be vested in the Central Government. The preamble of 
the Ordinance made it clear that the management of the 46 sick 
textile undertakings was being taken over by the Government 
pending their nationalisation. Thus under the two Acts mentioned 
ahove, the management of 103 sick textile unde¥takings in all had 
been taken over by Gov~rnment. 

1.5. On 2nd Septemberl 1974, the Sick Textile Undertakings 
(Nationalisation) Bill, 1974 was introduced in Lok Sabha. This was 
followed by the promulgation of the Silck Te:xtiltJ Undertlakings 
(Nationalisation) Ordinance, 1974, on 21st September, 1974, which 
has since been replaced by an Act. 103 sick textile undertakings 
have, thus, been nationalised with effect from the 1st April, 1974. 

1.6. The total installed capacity of 103 textile mills in terms of 
spindleage and loomage is about 2.95 million spindles and 45,725 
looms and they provide employment to over 1.6 lakh workers. 
These figures represent 16 per cent of spindles, 22 per cent of 
looms and 18 per cent of labour as compared to the total installed 
capacity and employment in the textile industry in the country. 



II 

AIMS AND OBJECTIVES 

A. Objectives 

2.1. The National Textile Corporation was set up on 1st April, 
1968 with the main objectives of managing the affairs of the' sick 
textile undertakings taken over by the Government. It was also 
proposed to rehabilitate/modernise these mills after the take over 
and wherever considered necessary expand them to make them 
technically viabl~ units. In addition, it was envisaged that subject 
to availability of resources the Corporation may set up new mills 
particularly export oriented mills. The other functions of the 
Corporation are:-

(a) to render advice to Government with reference to re-
ports of Committees of Investigation appointed under 
the Industries (Development and Regulation) Act and 
report of the authorised persons received by the Govern-
ment under Section 3 of the Cotton Textile Companies 
Act [Since incorporated in the I(D & R) Act;] 

(b) to render assistance to Government in carrying out in-
vestigations under the I(D & R) Act and in examining 
applications for financial assistance received by the 
Government from the Textile Companies; 

(c) to advance funds to the mills, the management of which 
may be taken over by the Government. 

(d) to undertake the running and management of mills which 
may be acquired under the Cotton Textile Companies 
Act [Since incorporated in the I(D & R] Act; and 

(e) to set up in due course new mills, specially export orien-
ted mills, with the concurrence of the Government. 

2.2. Asked as to how far the National Textile Corporation has 
been able to achieve the objectives for which it was set 14' and what 
were the constraints \ difficulties, if any, faced by tbe Corporation 
in fulfilling the objectives, the representative of the Corporation 
stated durin,E( evidence: 

....... 
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"Regarding the first objective the National Textile CorlDora-
tion has been fulfilling this objective. During the course 
of its existence the National Textile Corporation rendered 
necessary assistance to a number of investigation com-
mittees which were initiated by the Government. Simi-
larly when the Government appOinted various Committees 
for investigation of the mills, the representatives of 
National Textme Corporation were appointed on those 
committees. Of late the National Textile Corporation 
was also' entrusted with the direct management of some 
of the undertakings the management of which was taken 
over by the Government. By and large the Corporation 
is fulfilling the objectives for which it was set-up. 

There are certainly some constraints under which the Cor-
poration is functioning. One of the constraints in which 
we are functioning is that the management of these 
mills was taken over at different points of time and the 
condition of the mills at the time of take-over also varied-
some of the mills had been closed for nine years while 
others for a lesser period. Many of these mills had large 
amount of liabilities and there was complete financial 
mis-management before these mills were taken over. In 
some mills the labour complement was much more than 
the economic size of the mill justified. Further we have 
been facing financial constraints as fresh money from 
the financial institutions-for the simple reason that the 
banks had invested huge amounts in these mills before 
take over of management and they are not willing to 
give more funds without proper guarantees. We on our 
part found it difficult to give guarantees for the amounts 
given in the pre-take-over management period. 

Then there is the constraint of availability of machinery. 
In spite of these constraints and within the given resources 
we have achieved the objective of starting all these 
undertakings, except for one, that is. Kothandaram in 
Tamilnadu. There are five units which we have not been 
able to take over. 

One of the objectives of the National Textile Corporation is 
to start new export-oriented mills but, you will appre-
ciate, we have at present with us a large number of units 
which we have to rehabilitate and modernise. Therefore, 
it was considered by th~ Government to devote all atten-
tion to their rehabilitation instead of starting fresh units 
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in the Fifth Plan. It is quite possible after we have orga-
nised these mills then we may start some fresh mills." 

2.3. Explaining the constraints/difficulties experienced by the 
Corporation in fulfilling their objectives, the representative of the 
Ministry stated during evidence:-

"This question deals with constraints. This is in regard to 
liabilities-labour complement, financial constraints and 
also constraints in regard to the availabi.lity of machinery. 
In regard to liabilities of the mills, it is true that when 
the mills are taken ov~r under the Industries Develop-
ment Act, they have very large liabilities. We have some 
provisions by which certain kinds of liabilities can be 
frozen. However, as a result of nation~1isation, the 
correct position is that these mills have been taken over 
by the Government free of all liabilities. 

In regard to labour, of course, these mills, to some extent 
suffer from some kind of problems. This constitutes a 
burden on the mill. The NTC have tried to work out 
some programmes in consultation with the workers,-
partly through modernisation, double shift and expansion 
and there is an agreed programme by which labour can 
be pre-maturely retired. We are trying to take care of 
it. • , 

Financial constraints are serious. They are part of the 
general proble~. We do have problems for obtaining 
sufficient resources, plan fund and credit system and we 
also have problems in regard to working capital. We 
have been taking this up periodically with the Planning 
Commission and the Finance Ministry. By and large they 
have been as helpful as possible. Last year, of course 
was as a whole a good year for the NTC as also for the 
textile industry and to some extent we have been 
able to reduce some past loss and could improve the 
position. 

We have to struggle and to see how best we can obtain the 
necessary funds for operating these companies properly. 

In regard to machinery the position is that it varies with 
reference to the type of equipment from time to time. 
It is true that delivery position for a number of items of 
machinery is rather not very comfortable but We have 
been discussing with the machinery manufacturers and 
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with the, Department of industries to see that our re-
quirements which are forecast on a consolidated way are 
met as quickly as possible. These constraints have been 
brought to the notice of the Government as well as the 
concerned agencies. We get assistance from them and we 
hope that we will be able. to meet many of these difficul-
ties and give a better account of ourselves in the future." 

2.4. The Preamble to the Sick Textile Undertakings (Nationali-
aation) Act, 1974 provides: 

"for the acquisition and transfer of the sick textile under-
takings, and the right, title and interest of the owners 
in respect of the sick textile undertakings, specified in 
the First Schedule with a view to re-organising and re-
habilitating such sick textile undertakings so as to sub-
serve the interests of the general public by the augmen-
tation of the production and distribution, at fair prices, 
of different varieties of cloth and yarn, and for matters 
connected therewith or incidental thereto." 

2.5. Asked whether in view of the fact that the Corporation had 
become the owner of a large number of mills after nationaUsation, 
they had approached Government with any concrete proposal for 
changing or modifying the main aims and objectives for which the 
National Textile Corporation was set up, the representative of the 
Corporation stated:-

"As regards the objectives, after nationalisation these objec-
tives have been laid down in the 'Sick Textile Undertak-
ings Nationalisation Act, 1974 itself. These objectives are 
there in the preamble. Now, they have become the objec-
tives according to which the National Textile Corporation 
is required to manage these undert.akings. 

To that extent, the objectives for which the National Textile 
Corporation was originally set up stand modified in the 
light of this preamble. The aims and objectives described 
in our Memorandum and the Articles of Association of the 
company are wide enough to cover these objectives. So 
there is absolutely no necessity to make modifications in the 
Memorandum of the Company. In order to achieve these 
objectives, of course, We will require certain modifications 
in respect of powers, etc. We are at present examining the 
changes in the Articles of Association and we propose to 
approach our Board in this connection. We will also ap-
proach the Government for more delegation 
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of powers. The Nationalisation Act has been passed only 
in the month of December and we are on the task tlf modi-
fication required in the Articles of Association but the 
objectives of nationalisation can be fulfilled within ~he ob-
jectives of the National Textile Corporation and there is no 
need for any modification." 

2.6. The Committee note that the National Textile Corporation 
was originally set up with the main objective of managing the aftairs 
of sick textile undertakings taken over by the Government, rehabi-
litate, modernise and expand them and also to set up new mills, sub-
ject to availability of resources. The Committee were informed that 
the National Textile Corporation had been, by and large, fulfilling the 
objective<> for which it was set up, except that it ha!l not yet set up 
any export-oriented mills because of its pre-ocCUllatioll with the work 
of rehahilitation and modernisation of the mills taken over hy Go\'-
emment and since nationalised. The representatives of the NTC and 
the Government brought to the notice of the Committee various con-
straints like labour liabilities, financial constraints and also difficulty 
in. availability of textile machinery under which the Corporation had 
been working. The Committee have dealt with these constraints in 
the succeeding chapters under relevant heads. 

2.7. The Committee note that consequent on the enactment of the 
Sick Textile Undertakings (Nationalisation) Ad, 1974, the preamble 
of the Act enjoins upon the National Textile Corporation to re-orga-
nise and rehabilitate sick textile undertakings acquired by Govern-
ment and transferred to it for management so as to subserve the in-
terests of the general public hy the augmentation of the production 
and distribution, at fair prices. of different varieties of cloth and yarn 
and for matters connected therewith or incidental thereto. The Com-
mittee have given their recommendations in regard to the achieve-
ments of these objectives in the relevant chapters of the report. 

2.8. The Committee were informed that though the objectives of 
the NTC stand modified, to some extent, in the light of the Preamble 
to the Sick Textile Undertakings (Nationalisation) Act. 19H, the aims 
and objectives described in the Memorandum and Articles of Asso-
ciation of the NTC, as originally framed, bein~ wide enough, there 
is no neressity to make any modification in the Memorandum of As-
sodation of the Corporation as such. However, it wa~ stated that the 
Corporation is examining the changes which may be neressary in 
the Artirles of Association in regard to the dell·gatioll of l)owers and 
the Corporation will he approac11ing Government in tbis regard. 
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2.9. The Committee would like that the Corporation/Government 
should complete this work early so that the Corporation is clear about 
its objectives and powers under the new set up and is nut handicap-
ped in any way in the discharge of its responsibilities. 

2.10. The Committee need hardly stress that as enjoined in the 
preamble to the Nationalisation Act, the Corporation should ensure 
that cloth is made available to the consumer at fair price. 

2.11. The Committee would like to emphasise tbat tbe nationalisa-
tion of 103 textile mills has been one of the major steps towards the 
realisation of social purposes underlying the objectives and the Direc-
tive Principles of State Policy enshrined in the Constitution. They 
would like the NTC to bear in mind its social responsibility and so 
work as to achieve the social purposiveness of our Constitution. 

B. Take-over and Nat.ionalisation of Sick Mills 

2.12. At the time of setting up of the National Textile Corporation, 
there were 16 mills taken over by the Government under the Indus-
tries (Development and RegUlation) Act, 1951. By October, 1972, 
the number of such mills had increased to 57. On 31st October, 1972, 
an Ordinance called the 'Sick Textile Undertakings (Taking Over 
of Management) Ordinance, 1972' (since Teplaced by an Act) was 
promUlgated. As a result of the promulgation of this Ordinance, the 
management of 46 more sick textile undertaking.~ in the country 
came to be vested in the Central Government. The preamble of the 
Ordinance made it clear that the management of the 46 sick textile 
undertakings was being taken over by the Government pending their 
nationalisation. Thus under the two Acts mentioned r,bo~, the man-
agement of 103 sick textile undertakings in all had been taken over 
by th~ Government. The list of mills under Government manage-... 
ment is given in Appendix I. 

2.13. On 2nd September, 1974, the 'Sick Textile Undertakings INa-
tionalisation) Bill 1974,' was introduced in Lok Sabha. This was fol-
lowed by the promulgation of the 'Sick Textile Undertakings (Na-
tionalisation) Ordinance, 1974,' on 21st September, 1974 which has 
since been replaced by an Act. 103 sick textile undertakings have, 
thus, been nationalised with effect from the 1st April, 1974. 

2.14. Takeover of management is empowered under Sections 18A, 
18AA and 18FA of the Industries (Development and Regulation) Act, 
1951. While Sections 18A and 18FA require an investigation to pre-
cede the take over, Section 18AA (introduced vide Amendment Act 
of 1971) provides that a mill which has been lying closed for three 
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months or more can be taken over without an investigation. The 
High Powered Committee on National Textile Corporation Ltd. stat-
ed in its report that, in the past, the processes of ordering an investi-
gation and the actual conduct of it had been observed to take consi-
derable time with consequent disadvantages. The introduction of 
the new Section 18AA would no doubt help in reducing the time lag 
in the take over to a large extent. But the requirement under it that 
a mill must close down and remain closed for at least three months 
might give rise to handicaps in the matter of the subsequent work-
ing of the mill. Closure of a unit, apart from causing unemployment, 
created an uncalled for and avoidable jolt to the economy of the unit 
and provided scope for damages or deterioration in machinery. Clos-
ure also entailed loss of production and of revenues to the Central 
and State Governments in the form of excise levies, sales taxes, etc. 
The aforesaid Committee added that avoidance of a closure prior to 
take over was, therefore, desirable and might facilitate cominuity of 
operations and in this context, suggested that a company intending 
to close down its operations be required to give a notice of 60 days 
and that the Government might be authorised to take over the man-
agement during the notice period itsel,f. 

2.15. In regard to this suggestion of the High Powered Committee, 
the representative of the Ministry stated during evidence:-

"We should look into this from the over-all tlSpect of industrial 
development. We have of courSe looked into the problem 
of sick units, not only in Textile but engineering and other 
industries. Before the management reaches a decision of 
closing it down there must have been serious deficiencies 
in the working of the mill. Our general feeling has been 
that we much have tried and got information about the 
working of the undertakings. The Planning Commission 
has appointed a Committee to detect before it becomes 
sick. It has made a recommendation. This has been dis-
cussed with the Planning Commission and the Department 
of Banking. One suggestion has been that before it be-
comes sick, its financial position must be pretty embarras-
sing. The financial institution t;!an tell the Government 
that this company is getting into difficulty, and we must do 
something in advance. It is a question of monitoring their 
help." 

2.16. Subsequently in a written note submitted to the Committee, 
the Ministry explained the point as under:-

"As regards the question of taking over the undertaking within 
the notice period itself, it may be mentioned that although 
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Section 18AA of the Industries (Development and Regula-
tion) Act, 1951 provides for the taking over of manage-
ment of undertakings which ha,ve been closed for a period 
of not less than 3 months, this is subject to the fulfilment 
of certain other conditions viz., that such closure is pre-
judicial to the concerned schedule industry and that the 
financial condition of the Company owning the industriill 
undertaking and the condition of the plant and machinery 
of such undertaking are such that it is possible to re-start 
the undertaking and such restarting is necessary in the-
interest of the general public. The Government is to be 
satisfied on these points from the documentary and other 
evidence in its possession. Apart from the above statutory 
provisions, Government also consider other factors such as 
the prospects of economic viability, the written-down value 
of assets, the turn over, the number of workers employed 
and whether the articles manufactured subservies a 
national need. Government have also to take a view as to 
the assumption of responsibility for the management of 
the undertaking, in case it is taken over." 

2.17. To a query as to the position of the mills hence forward dec' 
lared sick and taken over by Government and measures proposed to· 
be taken to Qbviate textile mills becoming .;ick, the Ministry in a 
post-evidence reply submitted to the Committee stated that the man-
agement of the mills, which fall sick in future, could be taken over 
by Government either under the Industries (Development and Regu-
lation) Act, 1951 or under the Sick Textile Undertakings (Taking 
Over of Management) Act, 1972. In the event of a decision to natio-
nalise such undertakings, a fresh legislation would be necessary. 
The Ministry further stated that certain preventive steps had been 
under consideration in regard to industrial units. including textile 
mills, which showed signs of incipient sickness. 

2.18. The Committee note that. the take-over of the management 
of a milt is authorised under Sections 18A, 18AA and 18F A of the In-
dustries (Development and Regulation) Ad, 1951. While Sections 
18A and 18FA require an investigation to precede the take over, Sec-
tion 18AA provides that a mill which has been lying closed for three 
months or more, can be taken over without an investigation, provided 
certain other conditions laid down in the Act are also fulfilled. The 
requirement that a mill must dose down and remai~ dosed for at 
least three months may, in addition to loss of productIon and loss of 
revenue to the State, give rise to handicaps in the matter of subse-
quent working of the mill, cause unemployment an~ give. a !olt to th.e 
economy of the unit. The Committee note that takmg thiS IDto conSI-
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deration, the High-Powered Committee on N'l'C, in their Report, had 
liuggested that a company intending to close down its operations be 
required to give a notice of 60 days and that the Government may 
be authorised to take over the management during the notice period 
itself. 

2.19. The Committee are informed that though the stat.utory pro-
visions provide for taking over the mills, which are lying closed for 
over 3 months, Government also considered the economic viability, 
the depreciated value of assets taken over. the number of workers 
employed and whether the articles manufactured subserve the 
national need and also about Government discharging respon-
sibility for management. The Planning Commission had also 
appointed a Committee to suggest measures to' help t.he Gov-
ernment to detect a unit before it became "sick" and that Committee 
made a recommendation that the financial institutions which come to 
know of the financial difficulties of such units, should inform the Gov-
ernment accordingly to enable Government to do something in ad-
vance. The Committee are also informed that certAin preventive 
steps are under the consideration of Government in regard to such 
units. including textile mills. which show signs of incipient sickness. 
The Committee recommend that the preventive measures proposed 
to be taken may be finalised and implemented expeditiously so as to 
obviate the danger of units becoming sick and, therefore. having to 
be closed, thus creating a national loss. 
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ORGANISATIONAL SET UP 

A. Board of Directors 

3.1. As per provisions of the Articles of Association, the business 
of the Corporation is managed by the Board of Directors. At present 
the composition of the Board of Directors of the Corporation' is as 
follows: 

(1) Chairman-Part .. time 

(2) Managing Director-Whole-time 

(3) Director (Technical)-Whole-time 

(4) Director (Finance)-Whole-time (Vacant) 

(5) Three Directors-Part-time 

3.2. It will be seen from the above that the Corporation has at pre-
sent, only two functional Directors i.e. Managing Director snd Direc-
tor (Technical). The Managing Director is the executive head of the 
Corporation while the Director (Technical) and Director (Finance) 
head the Technical Division and Finance Division of the Corporation. 

3,3. Director (Technical) is over-all incharge of the Technical Divi-
sion whose main function is to advise the Corporation as well as the 
mills on technical matters in so far as running of the mills is con-
cerned. 

3.4. There is a Chief Internal Auditor who looks ~fter the Internal 
Audit work of the Corporation as well as the mills under the direct 
management of the Corporation and he reports the position to Dir. 
ector (Finance). 

B. Or,aaisation 

3.5. The National Textile Corporation was set UI- 10 April, 1968, 
with the main objective of managing the affairs of the sick textile 
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undertakings taken over by the Government, from time to time. At 
the time of setting up of the N.T.C. there were 16 mills taken over 
by the Government under the Industries (Development and Regula-
tion) Act, 1951. In 1971, it was for the first time that the Corpora-
tion was appointed as the Authorised Controller of a mill taken over 
by Government. By Octobec, 1972. the number of mills taken over 
had increased to 57. On 31st October, 1972, an Ordinance called the 
Sick Textile Undertakings (Taking Over of Management) Ordinance 
1972 (since replaced by an Act) was promulgated. As a result of the 
promulgation of this Ordinance, the management of another 46 sick 
textile undertakings in the country came to vest in the Central Gov-
ernment. Thus, the management of 103 undertakings in all has been 
take'll over by Government. 

3.6. Out of 103 mills, 34 mills were under the direct management 
of the Corporation in its capacity as the Authorised Controller/Cus-
todian. 63 mills were under the management of the six State Textile 
Corporations set up in the States of Gujarat, Kerala, Madhya Pra-
desh, Maharashtra, Tamil Nadu and Uttar Pradesh or other Autho-
rised Controllers. Physical possession of six mills had not been 
taken over due to Court cases. 

3.7. In order to have a close and direct control and supervision 
over these mills in general and the National Textile Corporation 
controlled mills in particular, the Corporation set up four Regional 
Offices at Calcutta, Bombay, Bangalore and Chandigarh to look after 
the work in the Eastern, Western, Southern and Northern zones of 
the country. Subsequently the Chandigarh Regional Office was shift-
ed to headquarters of the Corporation at Delhi and continued to func-
tion at Northern Regional Cell. 

3.8. The Action Committee on Public Enterprisea which studied 
the National Textile Corporation in the light of the proposal to natio-
nalise the textile mills being managed by or on behalf of the Corpo-
ration and suggest a suitable organisational structure in a draft re-
port in 1974 after preliminary discussion with the Ministry. This 
draft report was discussed at a high level meeting heJd on the 3rd 
April, 1974 taken by the then Minister for Industrial Development, at 
which, among others, Shri M. S. Pathak, Member, Planning Commis-
sion waR also present. The main conclusions reached by the Action 
Committee were discussed at this meeting and final decisions taken, 
which were subsequently implemented in the nationalisation of the 
sick textile undertakings. 

3.9. '[he Committee were informed by the Corporation in a written 
note that the NTC has been entrusted with the responsibility of revi-
val and rehabilitation of these units. In consonanc~ with the objec-
tive laid down in the Long Title to the Sick Textile Undertakin81 
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(Nationalisation) Act, 1974, NTC has now to undertake necessary 
mea~ures "with ~ view to re-organising and rehabilitating such sick 
texh~e undertalnngs, .so .as to sub-serve the interests of the general 
pubbc by the augmentation of the production and distribution at fair 
prices, of different varieties of cloth and yarn .... ,. ' 

3.10. Since the 103 sick textile undertakings are spread throughout 
the country, it was felt that direct centralised management of all the 
units would be impracticable. Therefore, keeping in view the inter-
est of efficient and co-ordinated management of the mills on a uniform 
pattern throughout the country, it was decided to entrust the manage-
ment to nine regional sUbsidiary corporations of the NTC. It was 
envisaged that NTC as an apex body would playa co-ordinating and 
supervisory role, but the subsidiaries would be the profit centres and 
have considerable autono~ in their functioning. NTC would hold 
the majority i.e. 51 per cent shares in the subsidiary corporations 
and the state Government concerned would have the option to 
contribute upto 49 per cent of the equity capital. The State Govern-
ments would nominate Directors in these subsidiary corporations in 
proportion to their equity participation. The Chairman-cum-Manag-
ing Director of the subsidiary Corporation would be appointed by the 
NTC in consultation with the State Governments concerned. 

3.11. The apex organisation viz. the National Textile Corporation 
is presently headed by a part-time Chairman. There is also a full-
time Managing Director. The top management is assisted by support-
ing staff which includes experienced personnel in area'll of technical. 
administrative and ftnancial management. 

3.12. The Committee enquired whether the post of Chairman and 
Managing Director could not be combined as recommended by Ad-
ministrative Reforms Commission. The Corporation in a written 
reply after evidence stated as follows:-

"The Chairman presides over the meetinas of the Board of 
Directors. Besides, the present Chairman has a background 
of long experience in the textile industry lind h~s gu~danc"! 
is available to the Corporation whenever reqUired 10 im-
portant matters pertaining to the manage~ent of the mi~ls 
and complicated issues. Further on occaSlons, the Chair-
man takes up matters on behalf of the Corporation at the 
highest level in the Central Governme~t and in other i.m-
portant forums. He has been presidmg over Selection 
Committees for high level appointments. 

Th Managing Director is the Chief Executive of the Corpora-
e tion and discharges the normal functions of Management 
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under the overall guidance of the Chail'man and the Board 
of Director to enable him to discharge hib functions. 

At present the arrangement is that the National Textile Cor-
poration has a part-time Chairman who has an eminent 
position in the textile industry and is considered to be an 
expert in this field, whereas the Managing Director has an 
administrative background and was very closely associa-
ted with developments culminating in the nationalisation 
of the si.ck textile undertakings. The present arrangement 
is functioning smoothly." 

3.13. In this connection, the representative of the Ministry stated 
during evidence that "in respect of public undertakings our approach 
has been to appoint full time Chairman and Managing Director; in 
this particular case we have· not been able' to locate a person who 
could fill the bill. In the textile industry there is great difficulty in 
getting a senior man who has the experience and who is competent 
but who will come for the kind of salary and status that is given. 
This is the problem. Therefore, we have got to appoint part-time 
Chairman and full-time Managing Director." 

3.14. During evidence, the Committee enquirt,d whether any study 
of the set up at Headquarters as well as of the Regional Offices has 
been undertaken. The representative of the Ministry stated-

"I submit that before we embarked on nationalisation we gave. 
very great importance to this question as to what should be 
the ultimate pattern of management which we should con-
template for this. We thought that there should be an in-
dependent and objective assessment. Their idea should 
come up to the Government level and the alternatives can 
be judged and a final decision taken. Committee known as 
the Action Committee, Bureau of Public Enterprises, head-
ed by Mr. Rajadhyaksha, Secretary in the Planning Com-
mission, was appointed and it went into great details and 
discussed with various State Textile Corporations and the 
private sector also. They gave various alternatives which 
were considered at Government level and ultimately the 
pattern which emerged was this; that the State Govern-
ments will have to be actively associated and will have to 
be made participants in running the mills because of vari-
ous practical considerations. Therefore the NTC should 
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func.tl~n as an ape.x body; there should be nine regional 
subsIdIary corporatIons in which 51 per cent shares should 
be held by the NTe as a holding company and 49 per cent 
shares should be thrown open to the State Governments. 
Similarly reg~ding the management for the subsidiary 
corporation, the Chairman-cum-Managing Director should 
be appointed in consultation with the State Government. 
Certain nominees will be appointed by the NTC and cer-
tain nominees by the State Government. This nucleus 
board will professionalise manag~ent. Functional direc-
tors such as director of personnel, technical director, etc. 
will be selected by this nucleus board to professionalise 
t.he management of the subsidiary corporations. As a result 
(,f the formation of the subsidiary (~orporations, the four 
r eglonal offices which We had set up will lose their rele-
"ance and they will be gradually wound up." 

C. Subsidiary Corporations 
3.15. As mentioned earlier the National Textile Corporation is to 

contribute 51 per cent of the share capital of the Subsidiary Corpora-
tions and the State Governments concern have been given th~ 

option to contribute upo 49 per cent. The Board of Directors of the 
subsidiary corporation will consist of Chairman-cum-Managin'g Direc-
tor to be appointed by the N.T.C. in consultation with the State Gov-
ernment concerned and part-time Directors representing N.T.C. and 
the State Government in proportion to the contribution in the equity 
capital of the subsidiary corporation. The Chairman-cum-Managing 
Director and the part-time Directors, appointed by the N.T.C. and 
the State Government, wilt appoint whole-time functional Directors. 
The State Government will, therefore, be fully associated in the. 
management of the subsidiary corporation. 

3.16. As per directions of the Central Government, the N.T.C. has 
registered 9 subsidiary corporations at D'elhi, Kanpur, Bhopal, Cal-
cutta, Ahmedabad, Madras, Bangalore and two at Bombay. All the 
9 subsidiary corporations have started functioning. Details of mills, 
which each subsidiary Corporation will ma,nage, are given in Appen-
dix II . 

3.l7. 103 mills which have been nationalised are grouped into 9 
regional subsidiary corporations after taking into account the loca-
tion of the units, the number of spindles and the looms. The Cor-
poration has made an attempt to ensure that the number of spindles 
in ,one subsidiary corporation is between 1 lakh to 5 lakhs spindles. 
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Before this pattern was evolved it was stated that the State Govern-
ments had been consulted by the Central Government. 

3.18. After the setting up of the Subsidiary Corporations, the Re-
gional Offices have been wound up. 

D. Manpower Planning 

3.1Y. In the initial years of its working, the role of the NTC was 
conftned only to supervise the working of the mills under Govp.rn-
ment management and to provide finance for running of these mills. 
However, from April, 1971 onwards, the N.T.C. was also entrusted 
with the task of directly managing some mills. At the end of March, 
1972. the N.T.C. was directly managing 12 mills and this number 
increased to 34 at the end of March, 1973. Further, in October 1972, 
when the Government took over the management of 46 mills under 
the Sick Textile Undertakings (Taking over of Management) Ordin-
ance, 1972 (subsequently replaced by an Act). N.Te. was appointed 
the Custodian General for these mills. The Corporation was also 
given the powers to appoint Custodians for managing these mills. 
In order to carry out the higher responsibilities which devolved on 
the NTC as a result of the above, the Corporation had to suitably 
strengthen itself. As the mills were scattered all across the country, 
4 Regional Offices of the Corporation were also set up to supervise 
the working of these mills in the North, East, West and Southern 
Regions of the country. Statement showing the staff in position in 
respect of headquarter and the Regional Offtces of the N.T.C. as on 
31st March of every year commencing from March, 1969 is given 
below:-_._--_ .. 

As on As on Ason As on As on As on 
3 1-3-69 31-3-70 31-3-71 31-3-72 31-3-73 31-3-74 

He"dquarters. 17 25 32 77 113 IS6 
Western Regional 

office. S 13 20 
Southern Regional 
office. 9 12 19 

Eastern Regional 
office. 7 20 26 

Northern Regional 
office. 8 II 

Sub-Resional office, 
Hyderabad I 2 

3.20. 'rhe position in regard to Regional Offices has been gives 
from March, 1972 onwards as none of them existed upto March, 1971. 
It would be seen from the 9tatement that upto March, 1971, there was 
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nominal increase in the st~ff strength. It was only after this period 
when the N.T.C. had to dlrectly manage the mills and also after the 
~romuleatio~ of Ordinance on 31st October, 1972, that the Corpora-
tIOn was sUltably strengthened by recruiting more persons . 

. 3.21. The. Committee. note that the Board of Directors of the Na. 
bonal TextIle Corporation comprises a part-time Chairman a Mana-
~ng Director, a Director (Technical), a Director (Finance) ~nd three 
~art time. Directors'. The Committee also note that apart from the part 
tune Chall'man, who has a background of long experience in the tex-
tile industry, there is only one Technical Director in the Board of Di-
.. ectors, Managing Director, and three part-time Directors are from the 
services. The Committee feel that with the nationalisation of 103 
mills of various sizes, spread more or less throughout the country, 
the Corporation should examine the possibility of associating more-
full·time functional technical directors with the board so that various 
aspects of the working of the Corporation are looked after adequBtely 
by the Board. The functional Directors of NTC should also maintain 
links with their counterparts in the operating subsidiary corporations 
through the Chairman/Managing Director of the subsidiary corpora-
tion. The Committee need hardly stress that the Management will 
be judged by their ability to make the units viable and generate re-
sources for future development programmes and also to make avail-
able cloth at cheaper rates. The Committee also expect the Manage-
ment to ensure that the Mills taken over by them do not become sick 
again. 

3.22. The Committee note that at the time of setting up of the 
National Textile Corporation in April, 1968, there were 16 mills taken 
over by the Government. By October, 1972, the number of mills 
taken over by the Government had increased to 103. Out of the 103 
mills 34 mills were under the direct management of the Corporation, 
in it; capacity as the Authorised Controller/Custodian. 63 Mills were 
uDde~ the management of the six State Textile Corporations set up 
in the States of Gujarat, Kerala, Madhya Pradesh, Maharashtra, 
Tamil Nadu and Uttar Prdesh Or other Authorised Controllers. Phy-
sical possession of six mills had not been taken over at that time due 
to Court eases. In order to have a close and direct control and. super-
vision over these mills in general, and the NTC controlled mdls in 
particular the NTC set up four Regional Offices at Calcutta, Bombay, 
Bangalor~ and Chandigarh to look after the work in Eastern, Western, 
Southern and Northern zones of the country respectively. Later on, 
the Cllandigarh Regional Office was shifted to headquarters of the 
Corporation at Delhi and continued to function as N orlhern Regional 
Cell. 
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3.23. The Committee note that the 103 sick mills which have now 
bee~ nationalised have been divided into nine groups and their mana~ 
gement has been entrusted to nine regional subsidiary corporations 
of the NTC. NTC would now be an apex body playing a co-ordinating 
and supervisory role and the subsidiary corporations would be the 
profit centres having considerable autonomy in their fundioning. 
NTC would have 51 percent shares in the subsidiary corporations a8 
a holding company, and the State Government concerned would have 
the option to contribute upto 49 perce~t of the equity capital, The 
Board of Diredors of the subsidiary corporation will consist of the 
Chairman-cum-Managing Director to be appointed by the NTC in 
consultation with the State Government concerned, and part-time 
Dire~tors representing NTC and the State Government in proportion 
to their contribution in the equity capital of the subsidiary corpora-
tion. The State Government will appoint whole-tim.e functional Di~ 
rectors and, as such, it will be fulIy associated in the manarement of 
the subsidiary corporation. 

3.24. The Committee fiDd that the re-organised set up is a new 
experiment in the field of management in-as-much as the subsidiary 
corporations will be composite bodies, with share capital upto 49 
per cent held by the State Governments and having whole time func-
tional Directors appointed by the State Government". The Committee 
recommend that no time may be lost in studying the detailed require-
ments of the new structure and adequate provisions made in the 
charters of the apex body and the subsidiaries and suitable guidelines 
evolved to ensure smooth functioning of the organisation as a whole. 
The o,mmittee have no doubt that while appointing Chief Execu-
tives, the technical background of the persons will be kept in view 
so that they can provide real leadership not only in management but 
in technical fields also. 

3.25. The Committee note that there has been an increase in the 
std strength in the Headquarters of the Corporation from a mere 17 
on 31st March, 1969 to 156 on 31st March, 1974. The Committee are 
informed that in the initial stages the role of the Corporation was 
only to supervise the working of the Mills and to provide finance for 
them. However, from April, 1971 onwards, the ~ was also entrus-
ted with the task of directly managing some mills. The Committee 
also note that the number of mills under Government management 
iacreased from 16 in 1967-68 to 103 in 1973-74. Consequeatly the 
Corporation had to strengthen the staff by recruiting more pers~nl. 
The Committee understand that with the setting up of the subshbary 
corporations the regional oIRces of the Corporation have been wound 
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up. ':file Committee feel that in the interest of efficient management, 
the .headquarters of the C~tion should be a compact unit and 
with. the setting up ofsubsidiarles thue would be devolution of func-
tions. The Headquarter should give a lead by shedding avoidable 
functions and keeping staft to the barest minimum in the interest of 
a compact and emdent organisation, 

E. Management Information System 

3.26. The Corporation in a written r~ply, after evidence, stated:·-

"In the light of the suggestions made by the High Powered 
Committee, the N.T.C. is getting information on various 
aspects of the working of the mills through periodical re-
turns. Mention may be made in this connection of monthly 
progress reports, information about the pI'Oduction of con-
trolled cloth, exports, product and labour employment, 
progress in the implementation of modernisation, etc. Based 
on the information received, a review of the working of 
mills is prepared in the N.T.C. and put up to Board every 
month. In the context of the nationalisation of these mills, 
it was considered desirable to s.treamline the Management 
Information System suitable at the Mill level, subsidiary 
level and at the apex level. A study was entrusted to the 
N.P.C. on 31st January, 1974. This study is to cover infor-
mation to maintain an effective control on the working 
of individual units with respect to <a> financial results and 
(b) technical p!'!rformance and also to maintain complete 
information regarding various aspects of the working of 
the units to be able to answer Parliament Que·;tions and for 
compiling statistics. N.P.C. have submitted the draft re-
port about a month back. This is being studied in the Cor-

poration." 

3.27. Asked whether it would not be desirable to place handlooms, 
powerlooms and tex;tile mills under the charge of one Ministry, the 
representative of the Department of Industrial Development stated 
during evidence:-

"The Committee would see that the responsibility for the textile 
industry, according to the rules of the Government, is with 
the Commerce Ministry. NTC itself is, from the point of 
view of industry, under the Ministry of Commerce. T~e 
administrative responsibility for running NTC as a publIc 
sector undertaking is with the Ministry of Industry and 
Supplies. For all matters such as textile policy, pricing and 
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distribution, we come under theCommeI'ce Ministry. The 
Ministry of Commerce is totally and fully responsible for 
all aspects of the textile industry including the public sec-
tor. As I explained, the responsibility for planning and 
development of the textile industry which includes hand-
loom, power-100m, cotton textile, woolen textile and so on, 
is with the Ministry of Commerce. Now, the Ministry of 
Industry and Civil Supplies has under its control one public 
sector undertaking, namely, the national textile mill, which 
is responsible for a certain number of mills. It is for the 
operation of theSe mills that we are responsible. Perhaps 
I do not know whether the Commerce Ministry would like 
to supplement it in any other way." 

• • * • • 
"So far as practical working is concerned, we arc having no 

difficulty. I, may mention that in all important matters re-
lating to textile industry, the Commerce Ministry does con-
sult us. The Industry Ministry has participated from time 
to time in all these discussions. We tell them our difficulties 
and they tell us their difficulties." 

• • • • • 
3.28. Secretary of the Ministry, however, added that-

"We have undertakings which deal with many aspects. For 
example, if we deal with the textile industry, the growth 
of cotton is with the Agricultural Ministry. There are pro-
blems like cotton growth, development:\>lanning and pric-
ing. These are very important problems for the textile in-
dustry. We suggest that these should come under one 
Ministry." 

3.29. In this connection, the representatives of the Ministry of 
Commerce stated that-

"It is a fact that from time to time, we do come across problems 
which are inherent in the very nature of the mills which 
are being run by the National Textile Corporation. There 
are certain sick mills which are having their own problems. 
We try to bring about coordination in this matter. I don't 
think this itself has led to any difficulty." 

3.30. The Committee note that in the context of the nationalisa-
tion of 103 textile mills it had been considered desirable by NTC to 
streamline the Management Information System at the mill level, 
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subsidiary level and the apex level and a study to this effect had been 
entrusted to the National Productivity Council in January 1974. The 
Committee were informed that the NPC has submitted the draft 
report which is under study by the Corporation. The Committee faU 
to un.derstand as to why such a system, which is of crucial importance 
in the management function, has not been introduced so far. The 
Committee recommend that the study of the report should be con-
cluded expeditiously and a Management Information System, suitable 
for the new set up, should be introduced early. 

3.31. The Committee find that at present the responsibility for 
planning and development of the textile industry is with the Min-
istry of commerce while the administrative responsibility for running 
the NTC, as a publiC: sector undertaking, is with the Ministry of In-
dustry and Civil Supplies. The Committee are informed that so far 
as practical working is concerned there is no difficulty in this arrange-
ment as tbe Ministry of Commerce is in close touch with the Minis-
try of Industry and Civil Supplies and consults it in all important 
matters relating to textile industry. The Committee are inclind to 
agree with the recommendation of the Action Committee that the 
NTC may be more conveniently positioned under the Ministry of 
Commerce. 

3.32. The Committee, therefore, feel that it will make for better 
coordination lesser inter-Ministerial references and quicker decisions 
if all matte;s relating to the textile industry (including NTC) are 
dealt with under one Ministry. 



IV 
MODERNlSA TION/RENOVATION OF MILLS 

A. Implementation of ModerniutiOD Prorrammes 

4.1. The 103 sick mills which have since been nationali~ed, were 
taken over by Government at various points of time. At the time of 
setting up of the National Textile Corporation, there were 16 sick 
mills with the Government. By October, 1972 the number of such 
mills had increased to 57. On the 81st Octobe;, 1972, another 46 sick 
mms were talken over by Government as a result of the promulgation 
of the 'Sick Textile Undertakings (Taking over of Management) Or-
dinance, 1972'. Almost all the 103 mills had old, outdated and unpro-
ductive machinery. The Corporation was consequently saddled with 
a h urculean task of up-lifting these mil1s and bringing th~m back to 
viable profitable working condition as quickly as possible. The fonnu-
lation and implementation of modemisdion programmes of the sick 
mills was initiated by the Corporation in the year 1970. 

4.2. The High-Powered Committee in their Report on N'};C oblerv-
ed as follows:-

"Each modernisation programme should contain an estimate 
of the benefits expected from it. Investment decisions 
should be related to the cost-benefit ratios expected, pay-
back periods etc. as revealed by the programme. The tech-
nical efficiency of the sick mills being generally low, a 
decision on the level of modernisation really means the 
identification of measures for raising efficiency and quality 
to normal standards. This should be done subject to the 
constraints of keeping the total cost and displacement of 
labour minimum. As for pace, in view of the urgent 
nature of the essentiality fOr modernisation, it should be 
fairly fast. As a working principle. we would suggest that 
the modernisation programmes should be so phas~d as to 
be completed within a period of two years. The ~mpera
tive necessity for early modernisation is also unde:lined by 
the fact that with steady rise in prices of machmery, an 
early completion of the programme will improve the cost-
benefit relationship." 
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4.3. Explaining the criteria for deciding whether a mill should be 
modernised/renovated and, if so, to what extent, the Chairman, NTC 
stated during evidence that with regard to the policy of modernisa-
tion the following considerations were given weightage before evolv_ 
ing rational policy: (i) to start the existing machinery (ii) balancing 
()f machines between spinning and weaving; (iii) reduction of cost 
with a view to improve the profitability of the mills; (iv) need for 
improving the quality of product'; and (v) the need to maximise 
exports. 

4.~. Priority was given to modernising those departments where 
the return in terms of the objectives, that they had placed before 
them, was the quickest. Clear guidelines had been issued to the mills 
and they had been asked to prepare their individual modernisAtion 
plans on the basis of these guidelines. Such plans were..examined by 
the NTC before sanctioning the modernisation plan. The Corporation 
had ~ot prepared a long term perspective programme of modernisa-
tion because till quite recently, the number of mills which came under 
the control of NTC had been increasing. The finance available had 
'to be used in order to ensure that all these mills reached their mini-
mum acceptable level of technical efficiency. Now after nationalisa-
tion of the mills, the Corporation had tentative programme for the 
Fifth Five Year Plan period in which they had made some allocation 
()n othe basis of these guidelines. 

4.5. Amplifying the above point the representative of the N.T.C. 
stated that-

"During the Fifth Five Year Plan. we have a schp.me of expan-
sion for 41 units which are having less than 25.000 spindles. 
The total number of spindles required for these units for 
ex pension is over four lakhs ........ We have been IAble to 
obtain 15 licences already out of these 41 mills and about 
18 of them are pending with the Government. We are do-
ing an our best to expand and in so far as how best ~e can 
do it in the Fifth Plan, as I said, there are two constramts--
(a) money avellability and (b) the delivery position of the 
machinery. In so far as the positions of the machine~ are 
concerned by and large all these machines are made m our 
country . .' .... Out of a total number of 103 units, about 67 
happen to be t'l\e romposite units and the rest' of them are 
spinning units. In the spinning units there are about 10 
units which are having spindles of less than 10,000. These 
are the first category of non-viable units as we call them 
and in our expansion programme. we are laying stress to 
bring up these units first to a viable position." 

«;12 (AU)-3 
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4.6. DUring evidence, the representative of the Ministry stated in 
this connection:-

"Our modernisation plans have been conceived in two phases. 
Strictly speaking the first phase is not modernisation; it is-
more renovation and replacement' of useless spindles, etc. 
This phase is under implementation. It will be in the second. 
phase when we will take into account whether some whole-
sale renovation should not take place, whether some mills 
should be completely replaced by automatic mills, etc. For 
82 mills out of 97, modernisation plans have been approved 
and for the remaining 15, modernisation programmes would 
be approved durtng the financial year 1975-76. In other 
wards for all the 97 mills which are in our possession, mo-
dernisation programmes would have been approved and' 
orders for Rs. 22 crores worth machinery had already been 
placed. Machinery worth Rs. 10 croI'es had already been 
installed and the next Rs. 10 crores will be available by 
March, 1975 in another month." 

4.7. In a note, the Management of the Corporation stated that' out 
of 103 mills, possession of 98 mills has been taken over by the NTC' 
Possession of 5 mills has not yet been taken due to stay orders issued 
by the Courts. Modernisation programmes in respect of 82 mills, 
inyolving an outlay of Rs. 49.29 crores, have been approved by' the-
COl'p9ration till 31st December, 1974. In addition, the modernisation 
programmes in respect of 7 mills have been formulated and were-
under examination. Keeping in view the conditions of existing ma-
chinery and the future requirements, the modernisation programmes 
of the remaining mills were being worked out. 

4.8. The Committee were informed that Of the units in respect of 
which modernisation had been sanctioned, in 8 units, the first phase-
of modernisation had been completed and in terms of both production 
and exports, the first phase of modernisation has paid dividends. 

4.9. As regard the labour displacement in the mills as a result of 
modernisation, the representative of the Corporation stated:--

"The criteria generally is that retrenchment of labour should 
be avoided by working additional shifts or sometimes by 
expansion or as a result of balancing the machines addi-
tional workers are required. We try to adjust in such a 
way so that retrenchment of workers is avoided as far as. 
possible. 
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Not only have we issued directions about modernisation pro-
gramme, but we also calculate the labour force before and 
after, productivity before and after, so that no superfluous 
retrenchment (except for the rationalisation scheme by 
voluntary methods which they have accepted fOI1 retrench-
ment) has been done." 

4.10. The Committee note tbat a total of 103 lsick mills have been 
taken over by Government. The Corporation has taken possession of 
98 mills and possession of tbe remaining 5 mills has not yet been 
taken due to stay orders issued by the Courts. Modernisation pro-
grammes in respect of 82 mills, involving an outlay of Rs. 49.29 crores, 
have been approved by the Corporation tiII 31st December, 1974, and 
modernisation programmes in respect of 7 mills have been formula· 
ted and are under examination. Keeping in view the conditions of 
existing machinery and future requirements, the modernisation pro-
grammes of the remaining mills are being worked out. 

4.11. The Committee understand that the modernisation plans 
have been conceived in two phases. The first pbase of renovation and 
replacement of useless spindles, etc. is uDder implementation and 
has so far been completed in 8 mills and ia terms of both production 
and exports, tbe first phase of modernisation has paid dividends. The 
Committee are also informed that in preparing modernisation pro-
grammes, the Corporation gave weightage to tbe f.ollowing considera-
tions before evolving a rational policy (i) to start the existine macbi. 
nery; (ii) balancing of machines between spinning and weaving (iii) 
reduction 'of cost with a view to improve the profitability of tbe 
mills; (iv) need for improving the quality of product; and (v) the 
need to maximise exports. 

4.12. The Committee regret to point out that tbough the Corpora-
tion had issued some guidelines to tbe mills and the mills have been 
asked to prepare their individual modernisation plans on the basis 
Of these guidelines, the Corporation had not so far prepared a long 
term perspective programme of modernisation. The Committee would 
like that the Corporation should review the working/implementation 
of these guidelines in the interest of speedy implementation of mo-
dernisati()n programmes. 

4.13. The Committee recommend that the Corporation, keeping in 
view the financial resources and the suggestions made by the High-
Powered Committee, should determine the inter se priorities for tbe 
repovationlmodernisation of the mlIls and draw up a perspective 
plan for modernisation of tbe mills and ensure tbat investment de-
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cisi?ns are related to the benefits/returns expected of them, pay-back 
perIods etc. as revealed by the programme. The Committee need 
hardly stress that the plan of modemisation should be flexible so as 
to meet not only the immediate needs of cloth and yarn but also 
take Jong-term view of the demands of sophisticated man-made syn-
thetic fibres and woollens, and it should be ensured that the machi-
ne~y installed do not become out of date, say in the next 10 years or 
so. The Committee also recommend that, consistent with the demand 
for the varieties of cloth, both in the internal market and for exports, 
the Corporation should so phase the modernisation programme as to 
ensure their completion within a period of two years so that such 
programmes result in improving the financial returns. 

4.14. The Committee are informed that during the fifth five year 
plan, the Corporation has a scheme of expansion of 41 units which 
are having less than 25~:M)() spindles. The Corporation has, out of 
these 41 mills, obtained 15 licences and 18 of them are pending 
with the Government. The Committee are also informed that in 
the spinning units 'there Itre about 10 units which are having spin-
dles of less than 10,000. These are the first category of non-viable 
units. The Committee recommend that the Corporation should give 
priority to these 10 units which at present have less than 10,000 
spindles to raise them to the level of viable position of 25,OOOtspindles 
and only thereafter considCT expansion of those units, the licences 
for which the Committee regret to note are pending with Govern-
ment. The Committee also recommend that Government should en-
sure that the licences, whic'h are pending with them, are cleared 
without delay in the interest of speedy implementation of moder-
nisation programmes. The Committee also suggest that in drawing 
up and implementing the modernisation programmes, the Corpora-
tion might perhaps make use of the experience ofrehabiIitation of 
the Textile Industry in the United Kingdom. . 

B. Machinery for Modernisation 

4.15. As already mentioned, the total installed capacity of 103 
mills in terms of spindle age and loomage is about 2.95 million spin-
dles and 45,725 looms. These figures represent 16 per cent of spin-
dles and 22 per cent of looms to the total installed capacity of the 
textile industry in the country. 

4.16. Explaining the difficulties faced by thEm in quickly moder-
nising the sick mills, the Management of the NTC stated in a note 
as follows:-

liThe main difficulties that are being fac£':i in quickly moder-
nising the sick mills are; extended delays in the delivery 
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of the contracted machines and virtually non-existence of 
specific commitments on the part of the machinery manu-
facturersjsuppliers for the delivery of the machines to be 
oroered. In this context, it may be pointed out that dur-
ing the Fifth Plan period the Government managed 
mIlls would require about Rs. 100 crores for renovation 
as well as for expansion of the Government managed 
mills. The production in the country of textile machinery 
was of the order of approximately Rs. 20 crores in 1972 
and Rs. 34 crores in 1973. Government managed mills 
placed orders equivalent to about 3 crores upto March, 
1972 and apprOXimately orders worth about Rs. 8 crores 
and Rs. 10 crore,; were placed during the periods 1972-73, 
and 1973-74 respectively, It would thus been seen that 
majOlI' portion of the production of textile mlachinery 
of the country was booked by the Government ma-
naged mills during these years. This was the period when 
the private sector mills were reluctant in plaCing any 
order. During the year 1972 and until the beginning of 
1973, no major difficulty was encountered by the Corpo-
ration in obtaining deliveries from the machinery manu-
facturers. In the later part of 1973, cognisable export or-
ders were received by the machinery manufacturers. 
The unanticipated profits earned by the mills in the pri-
vate sector in 1973 facilitated the mills in the private sec-
tor to place large orders. Large orders were flso pll8Ced 
by this sector to take advantage of the development re-
bate, which ha·,; now been extended by the Government 
on all committed orders immaterial of the time of deli-
very of machines. Due to the above reasons, most of the 
machinery manufacturers have booked orders for a pe-
riod of delivery covering 3 to 8 years (i.e, upto even 
1980-81). 

4.17. In a written reply the Corporation stated that it had put 
forth the following suggestions in regard to the supply of the tex-
tile machinery to the sick mills:-

(i) Considering that at a time (1971 to 1973) when the machi-
nery manufacturers could not get orders to keep their 
factories running Government managed mills helped 
them to sustain by placing majority of the orders. Major 
Textile Machinery manufacturers in the country should 
be asked to give some special concessions regarding price 
and delivery to the Government managed mills. 



30 

(ii) If an advance, which could cover the raw material com-
po.nent is made by the indenter, there shouJ.d not be 
any escalation in prices in the contract. 

(Ui) They shoulel agree to have a uniform contract form 
which could be formulated in consultation with them by 
National Textile Corporation. 

(iv) Government should insist on price discipline on Textile 
Machinery Manufacturers also. 

(v) For a period of 3 years from this year (1974-75) 25 per 
cent of the production should be earmarked to be allot-
ted to Government managed mills. 

(vi) If they refuse to agree for suggestions 2 to 5 Government 
should consider penalising them by suitable methods 
such as re5tricting or non-release of certain quota items 
etc. 

(vii) Government should also consider being Jiberal to this sec-
tor in allowing imports of machinery including good 
workable second hand machines from outside the coun-
try that may be available readily. 

4.18. During evidence, the Committee enquired if the Corpora-
tion was feeling any difficulty in procuring machinery from Indian 
manufacturers, and if so, whether they had brought their difficul-
ties to the notice of Government. The Managing Director stated:-

"Our difficulties with the textile manufacturers is that at 
times when they have got a substantial amount of orders 
during the course of the year, they are not willing to 
ofter a less price; they want escalation, and that too lin-
ked to the date of delivery. They are also not able to 
ofter delivery dates to us. So, we are faced with all 
these problems. Recently the Government have appoin-
ted a Committee to consider this problem with the tex-
tile machinery manufacturers, and we are also Members 
of that Committee. We are at present going into these 
diftlculties arid I think alte'r the Committee is able to 
finalise its Report there will be improvement in this re-
gard" 
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J.'W~ jn the NTC are anxious to get the machinery required 

f?r our units. All the machinery that we require is prac-
tically manufactured within the country. But our diffi-

.culties relate to the delivery periods. the quantum of 
machinery being manufactured and the arrangement of 
distribution between the government-managed mills and 
the private sector mills. That is the main problem. If 
.we can get the machinery from indigenous sources, we 
would not want to import them, inerely because the im-
ported machinery will be better," 

4.19. Asked as to what according to Government were the dim-
rCulties/constraints faced by the Corporation in the implementation 
.of modernisation programmes and what as.sistance had the Govern-
,ment given to the Corporation to overcome the difficulties. the Mi-
:nlstry during their evidence stated:-

"We are well on our way to implement the first phase of mo-
dernisation. Except in the year 1974-75 when some diffi-
culty . was faced regarding procurement of machines 
about which we had to take up the matter with the De-
partment of Heavy Industry and a high-power Committee 
was also appointed to go into this question. The Com-
mittee is about to complete it:; deliberations. Apart from 
this constraint, there was one more r.onstraint of general 
nature, i.e. non-availability of resources ci.emanded by 
NTC. There was some programme given by the NTC. It 
was given to us and after going through various stages, 
it was found that the original proposal from the NTC 
was scaled down. So, one of tlie major con:straints was 
that the finances to the extent required by NTC were not 
made available. That has certainly affected anoj has re-
sulted in slight staggering of the modernisatiQn program-
me. Otherwise, we would have completed this oy this 
year." 

4.20. Asked about the Committee which is reportedly going into 
--the various aspects of the supply of textLle machinery and whether 
'Government has considered the proposal that a certain percentage 
of the total capacity of textile machinery manufacture might be 
·earmarked for the nationalised mills, the representative of the De-
partment of Heavy Industry stated during evidence that this Com-
mittee was not set up by the Government, but it was a represen-
-tative body in which the initiative was taken by the Indian Cotton 
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Mills' Federation and the Textile Commissioner was also represent-
ed in it. A demand had been voiced that a certain quota should 
be ear-marked for the NTC and al'5o for the cooperative mills. NG 
final decision had been taken on this particular aspect by the Gov-
ernment, though this demand had been voiced. 

4.21. Asked whether the private sector mills were treated differ-
ently by the machinery manufacturers and whether there was any 
connection between the psychosis of recession created by the 
textile magnates and the delay the manufacturers were deliberately 
making in supplying them, the eqUipment, the Chairman of the 
Corporation stated that while there might be "3ome truth in the 
psychosis but the real difficulty of the machinery manufacturers was 
about the non-availability of iron and steel in time and various other 
imDorted components. They had, therefore, suggested to the Govern-
ment that 25 per ceI\l of the machinery should be reserved for the 
Dublic sector mills. 

4.22. Regarding the utilisation of capacity by the machinery 
manufacturers, the Chairman, NTC informed the Committee that--
'in 1972-73, they had large unutilised capacity and the production of 
textile machinery was somewhere around 27 crores. In 1973-74, it 
had gone up to 40 crores. The Ministry had told them that they had 
to double the production within the next year or two. They had 
certain manufacturing constraints with regard to availability of iron 
and steel and imported components. He added that the Government 
had evidently said they would make these available. If that 
happened the NTC would have no difficulty in getting its order ful-
filled within a reasonable time. 

4.23. Asked whether the machinery manufacturers were exporting 
textile machinery 'and spare parts to foreign countries the represen-
tatives of the epartment of Heavy Industry stated during evidence: 

"To a very limited extent. It is not substantial. Our capacity 
at the 1972 level of prices is Rs. 117 crores. There are 
various items of machinery. Earlier, the utilisation of 
capacity was very low. It used to vary from Rs. 29 crores-
to Rs. 32 crores. Even in 1973, it went up only to the 
level of Rs. 43 crores. What happened was that textile 
machinery manufacturers were always looking for poten-
tial markets outside in order to utilise their capacity to 
the maximum. Now, a boom has come as a result of 
which they sometimes find it difficult to do that.'r 
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"According to our expectations, for the year 1974-75, they will. 
be reaching & capacity of about Rs. 70 crores to Rs. 80 
crores. That itself will be a very big jump from the past 
level of u1ilisation of capacity." 

4.24. Asked whether the machinery imported by Government 
should be exclusively reserved for NTC, the Committee were 
informed by the Corporation that if the imported machines could also 
be reserved for the NTC, by and large, it would also help in moder-
nising the mills quicl~]y, though the imported machinery was far 
more expensive than lndigenous machinery. The representative of 
the Corporation further stated that at present textile machinery was 
being exported to a s:gnjficant extent and it was for the Government 
to consider whether the country should export the machinery on 
the one side, and import expensive machinery on the other. The 
Corporation had fot two types of schemes-one was the modernisa-
tion of the existing machinery and the other was the expansion of 
some of their units which were of uneconomic size-particularly the 
spinning units which were havin'g less than 25,000 spindles. While-
foreign countries were anxious to sell their complete machinery r 
they were not prepared to sell the parts which were needed by them· 
for rehabilitation of the mills. As far as the Corporation knew, 
there was no concrete proposal, uptill January, 1975 for a large--
scale import of machinery from abroad. 

4.25. Asked about their views if NTC should be authorised to 
import the machinery directly, the Chairman, NTC, explained that if 
they could get the whole machines from abroad and if the Govern--
ment decided on a policy of imports, then they would like to import 
the machinery directly rather than through the machinery manu-
facturers. 

4.26. The representative of the Ministry of Industry and Civil-
Supplies stated during evidence that they had not received any pro-
posal from the National Textile Corporation for importing machinery. 

4.27. The Committee enquired whether in view of the fact that 
the Corporation had become the owner of a large number of sick 
textile mills, they had got any proposal of having their own units'" 
where they could manufacture the necessary components for textile' 
machinery, the Chairman, NTC stated:-

"As far as the manufacture of textile machinery is concerned~ 
from the time the cotton arrives in the mill till it comes 
out as cloth, the number and the type of the machines: 
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are very considerable and the NTC mills are using all 
these machines. It is obviously not possible for us to 
manufacture all these types of machines 'by starting, say 
a subsidiary of the NTC, particularly because the manu-
facture of machinery is a highly specialised occupation 
and to do this indifferently would be worse than not 
doing it at all .... With regard to the organisation, purchase 
and sale of the NTe mills, our hands are full, our finances 
are limited. Therefore, it would not be advisable for us 
at this stage to go into a line that is completely new and 
we would rather conserve our efforts and resources in the 
area of the rehabilitation. However, at a much later 
stage, when we have been able to achieve a measure of 
success in these areas, we will certainly do our best." 

4.28. The Committ~ note that the total installed capacity of 
the 103 mills in terms of spindleage and loom age, is about 16 
per cent and 22 per cent respectively of the total installed capacity 
.of the textile industry in the country. The Committee farther 
note that during the Fifth Plan the total requirement of machinery 
for modernismg the sick mills would be of the order of Rs. 100 
crores. The Committee are informed that the Government manag-
ed mUls had placed orders for machinery worth Rs. 3 crores up to 
March, 1972, about Rs. 8 crores during 1972--73 and about Rs. 10 
crores during 1973·74 for carrying out the first phase of moderni-
-sation out of which machinery worth Rs. 10 crores had so far been 
received and installed. It was ftpresented to the Committee, dur-
inr evidence, that the main difficulties faced by the Corporation 
related to the delivery periods, escalation in prices, the quantum 
of machinery manufactured and the arrangement of distribution 
between the government-managed mills and the private sector 

-mills. 

4.29. The Committee also note that at the 1972 level the Instal-
led capacity available with the textile machinery manufacturers 
was for nulchinery worth Rs. 117 crores against which the pro· 
duction in 1972·73 was around Rs. 27 crores and in 1973·74 Rs. 40 
crores. The utilisation was expected to reach a level of Rs. 70 
to 80 crores in 1974-75. 

4.30. The Committee understand that large orders were placed 
by the private sector to take advantage of certain tax concession 
.extended by Govemment due to which the machinery manufactu· 
rers had orders booked for a period of delivery cover!ng 3 to 8 
years i.e. upt" 1980-81. 
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4.31. During evidence it was stated that a High Powered Com-
mittee has been appointed to go into the problems with the textile 
machinery manufacturers and when that Committee finalises its 
nport, there will be improvemel1t in this regard. 

The Committ~. however, understand tbat this High 'Powered 
Committee was not appointed by Government but ,on the initi8tive 
of ICMr. 

4.32. The Committee view with concern the existence of such 
large UDutilised capacity with the textile machinery manufacturers 
and recommend that Government should investigate the causes of 
the unutilised capacity and explore ways and means of utilising 
the capacity specially in the interest of getting expeditiously textile 
machinery for the NTC Mills. 

4.33. The Committee also note that the Corporation has ~ven 
certain suggestions in regard to the supply of textile machinery, 
important amongst which are that the Government should insist 
on price discipline on textile ,machinery manufacturers for a 
period of 3 years w.e.f. 1974·75 and 25 per cent of the total pro-
·duction should be earmarked for \ allotment to the Government 
managed mills. The Committee feel that the NTC cannot succeed 
in its objectives unless Government evolve a total national textile 
policy in which the working of NTC is properly coordinated and 
dovetailed including giving pr:orities in the quota of textile machi-
nery manufact~d by the existing textile machinery manufactu-
rers in the country. 

The Committee recommend that Government should take an 
,early decision. about instituting price discipline on the textile 
machinery manufacturers and also earmarking a fixed percentage, 
of the machinery in favour of Government-managed mills. 

In view of the difficulties experienced by the Corporation in 
the procurement of textile machinery from the private sector, 
'Government may also consider utilisation of the already available 
UDutilised capacity in the public sector machinery manufacturing 
UBits like lIindustan Machine Tools, Heavy Engineering Corpo. 
ration, etc. for tbe manufacture' of textile machinery required 
for NTC milia. , 
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PURCHASE OF COTTON 

A. Cotton Purchase Scheme 

5.1. Cotton accounts for more than 50 per cent of the cost of pro-
duction of cloth. Cotton purchases throw a considerable strain on 
the ways and means position of the mills. In order, therefore, to' 
help the mills to secure at advantageous prices their supplies of 
cotton, the National Textile Corporation, introduced in February, 
1969, a scheme for the purchase and supply of cotton on a no-proftt-
nOrloss basis. Under the Cotton Purchase Scheme of the Corpora-
tion, cotton is purchased by the Constituted Attorneys of the N.T.C. 
(who are generally the Chief Executive Officers of the mills con-
cerned) and transferred to the mills at cost from time to time .• 
The Scheme is a voluntary scheme and any of the Government 
Managed Mills can participate in the scheme, if it so desires. Under 
this Scheme financial assistance equivalent to one month's cotton 
requirements of a mill is arranged by the Corporation out of the 
requirement of 4 months cotton. This roughly works out to 25 per 
cent of the requirements. 

5.2. The mills pay to NTC interest on margin money at half per 
cent below the rates for advances charged by Banks against pledge 
of cotton. The mills also pay service charges at 0.15 per cent of the 
value of Cotton at actual purchased price. 

5.3. Asked as to what were the relative advantages of the Corpora-
tion's cotton purchase scheme over the purchases made through the-
Cotton Corporation of India, the representative of the Ministry stated 
during evidence as under:-

"Here I would Uke to tell you that the question probably 
assumes that there is some sort of a conflict between the 
NTC's cotton purchase scheme and the other scheme 
which is operated by the Cotton Corporation of India. I 
would like to clarify that these are two separate things. 
Actually one is not in conflict with the other or neither is 
an alternative for the other. The Cotton Purchase Scheme 
of the NTC is a very limited scheme. It merely aims at 
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this thing. Normally the banks give credit for purchase 
of cotton for three months' requirements. On that the 
margin money 'given is only 25 per cent by the mill and 
'75 per cent il' advanced by the banks. But if the mills 
want to procure cotton not for three months but for four 
months, then for the fourth month's requirements 40 per 
cent margin money is insisted by the banks. So we got 
in touch with the Banking Department and the Reserve 
Bank of India on behalf of NTC. Then they said that even 
in respect of the fourth month's requirements they will 
not insist on a higher margin provided the purchases are 
made in the name of NTC and not in the name of indivi-
dual mills. So, our cotton purchase scheme is merely for 
this limited bE'nefit. Instead of 40 per cent margin we have 
to pay only 25 per cent margin money." 

5.4. The Action Committee in their Report on NTC have obterved 
as follows:-

"Assisting the Board in formulating central policies and 
guidelines there should be a Central Adviser (Market-
ing) and a Central Adviser (Purchasing) ...... Likewise 
the Central Adviser (Purchasing) should give general 
advice to Regional Directors and the Board on price 
trends in India and abroad and policies and purchases of 
cotton from organisations like the cor or cooperative 
bodies of farmers ...... The purchase of cotton and mar-
keting of yarn and cloth at stores will be carried out at 
the company level. In the purchase of cotton, however, 
there will have, necessarily, to be close consultation 
between the buying organisation and the mill manage-
ment to make sure that the quality of the cotton bought 
was acceptable to the mills ....... " 

5.5. The Cotton is purchased directly without calling for tenders 
by the Constituent Attorney who is the same person as the Au~ho
rised Controller of the Mill for which the Cotton is purchased. 
Asked as to how in the absence of a system of calling for tenders, 
it was ensured that cotton was purchased at an economical price, 
the Corporation in a written reply stated as follows:-

"The Cotton Purchase Scheme operated by the National 
Textile Corporation is more in the nature of a financial 
arrangement and; therefore, the person incharge of the 
mill, who has to use the cotton, is also appointed as Con-
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stituted Attorney for the purchase of cotton. In the 
textile industry there is no system of purchasing cotton 
through calling of tenders. The mills generally maintain 
a list of approved suppliers who are reliable and who 
have adequate financial resources. Whenever cotton is 
required, intimation is given to those suppliers to send 
their samples alongwith their rates. These samples are 
scrutinised by a Committee conSisting of the Chief Exe-
cutive Officer, Financial Adviser to the mill, Cotton 
Selector, Production Manager and others concerned. The 
Committee examines both the quality of cotton and the 
prices at which the cotton is available and finalises the 
orders. As the list of suppliers contain several names 
and they are offered opportunity to tender the samples, 
it is possible for the mill to choose the cotton on most 
economical rate." 

5.6. Explaining the rationale for purchasing cotton without cal-
ling tenders, the Chairman of NTC stated during evidence:-

"All merchants are not abl~ to supply the quality of cotton 
that we require. Secondly, we should like to know the 
financial stability of the people. We are allowed to hold 
only two months stock of cotton at any given time and. 
if the merchant fails to deliver cotton at the right time •. 
the mill will come to a stop. Therefore, the reliability, 
integrity and financial stability of the supplier are the 
most important considerations. On the other hand, if 
you depended on one or two supplie':s .alone, they are 
likely to take advantage. Therefore, the general practice 
is to have a number of registered suppliers. If you 
want to buy from Maharashtra, there may be half a 
dozen people there and similarly for Tamil Nadu 0'" 

Gujarat, because every supplier does not deal with all 
types of cotton from all over the country. If you want 
to import foreign cotton, there are certain people and 
we approach them through the CCl. Therefore, we-
have a number of dealers who are recognised dealers 
in each mill and since we are having for each variety 
of cotton six or eight or ten dealers, we have sufficient 
variety to choose from, but if we allow everybody to-
tender, then the people may not be able to supply us. 
If at any time a dealer defaults, then his name ,may be 
removed from the list and some other man whose reli-
ability is well-known may be added to the list." 



39 

5.7. The Committee note that under the cotton purchase scheme-
of the Corporation, cotton is purchased by the Chief Executive-
Officers of the mUls who are Constituted Attomeys of NTC and 
transferred to the mills at cost from' time to tnne. Cotton is pur-
chased without calling for tenders from a list of approved suppliers 
to whom intimation is given whenever cotton is required and they 
send samples along with their rates. 

5.8. A Committee consisting of the Chief Executive Officers, 
Financial Adviser to the mill, Cotton Selector, Production Manager 
and others concerned scrutinises the samples and the rates and 
finalises the orders. The Committee are informed that this pro-
cedure is followed, as according to the Corporation all merchants 

are not able to supply the quality of cotton required by mills and 
the reliability, integrity and financial stability of the supplier are 
the most important consideration~ for selecting a supplier. The 
Committee are, however, not sure as to how far under the present 
procedure the purchases have been made at most competitive rates. 
The Committee recommend that the working of the system of pur-
chase should be critically reviewed by an expert comm:Uee consis-
ting of technical and financial experts to assess as to how far the 
system has enabled the Corporatiop in procuring cotton at economic' 
rates. The Committee also recommend that the Corporation should 
ensure that the information about the quality and the prices at 
which cotton Is purchased by the Chief Executive Officers of the 
mills is also communicated to the ~ubsidiaries and the Headquarters, 
of the Corporation so that a central watch may be kept about the 
quality and rates of cotton purchased by mills in the same region/ 
area. 

5.9. The Committee also note that the Action Committee in their 
Report on NTC have suggested th!lt in the purchase of cotton, there 
will have, necessarily, to be close consultation between the buying 
organisation and the mill management to make sure that the quality 
of cotton bought was acceptable to the mills. They have also 
suggested that there should be a Central Adviser (Purchases) for 
assisting the Board in formulati~g central policies and guidelines 
and should give general advice to the Board on price trends in 
India and abroad and policies and purchases of cotton from organi-· 
sations like the CCI or cooperative bodies of farmers. 

5.10. The Committee hope that Govemment/Corporation would 
take an early decision on the recommendations made by the Action, 
Committee in order to ensure that the cotton is purchased for the' 
NTC mills at the right time, right place and at economic prices. 
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B. Pureh.. of eottoD from the Cotton Corporation of India 

5.11. The consumption of cotton by the nationalised mills during 
·the 3 years 1972-73, 1973-74 and 1974-75 has been as follows:-

]97%-7 

1973-74 

No. of mills workir.g No. ofbale~ consc:ned 
of ISo Kgs. elch. 

--- -.---.-._-._--------
80 

95 
• 

]974-75 (1l1timated) 97 

5' 56 lak; bale; 

9' 43 lakh bales 

10' 43 lakh bales. 
-- .-_._-- .-_ ... _---_._ .... _--_._- ------

5.12. When in full production, it is estimated that the consump-
tion of cotton by the 103 nationalised mills will be of the order of 
14 lakh bales per annum. 

5.13. To a question as to why the NTC mills should not purchase 
their requirements of cotton from the Cotton Corporation of India 
and what difficulties they were experiencing in this regard, the 
'Corporation in a note stated as follows:-

"With the cotton production in our country being around 65 
lakhs bales per year, Cotton Corporation of 'India's present 
level of operation can only be considered to be very 
insignificant, Currently their procurement is only of the 
order of 3 lakhs bales per year. This is not a significant 
figure to have any impact on cotton prices and helps 
neither the farmers nor the mills. The cotton prices con-
tinue to fluctuate as it used to be prior to the starting 
of C.C.!. 

As far as the N.T.C. mills are concerned, from more than one 
point of view the mills would like to cover their entire 
cotton requirements of around 14 lakhs bales through the 
C.C.I. itself. The C.C.I. measured from their perform-
anCe in the last few years, cannot be considered to be 
in a position to supply this entire quantity required by 
the NTC mills. Further the commercial practices follow-
ed by the C.C:t. also act as a deterrent for such an 
arrangement by which NTC need not go to any other 
supplier for their cotton requirements. 

The normal trade practice is to deliver the cotton at mills 
and get the payment or to despatch the cotton and draw 
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80 or 90 per cent against the document, the balance 
heing paid after a month or two. But the C.C.I. insists 
on taking delivery at spot after making payment in full. 
When this is a difficult proposition to accept even for 
mills with unlimited cash resources it is almost impos-
sible for the sick mills under N.T.C. management. 

In fact the N.T.C. has on many occasions indicated to the 
C.C.I. that they will be interested in purchasing all their 
requirements of cotton through the C.C.I. on a cost plus 
commission basis. Such an arrangement would be ideal 
from the point of view of the farmers, C.C.I. as well as 
the N.T.C. But for reasons not known to the N .T.C., 
C.C.I. has not agreed to such a proposal. Under such 
circumstances when N.T.C. mills have to buy cotton 
from C.C.I. as well as private parties, C.C.a:. is not in 
a position to give even as much facility as the private 
suppliers are able to offer at same or even little higher 
prices. In the submission of samples, in the passing 
of the cotton, in transportation as well as in the terms of 
payment the terms and conditions imposed by the C.C.I. 
are more stringent and unworkable for the N. T . C. mill •. 
If the N. T . C. mills are to rely more and more on C.C.I. 
for procuring the cotton required by them, the C . C. I . 
will have to increase its volume of operations so as to 
cover at least a 3rd of the cotton produced in our country 
and also review their terms of business with a view 
to mitigate the hardship the mills have to face on account 
of their present policy. 

5.14. During evidence, the representative of the Corporation 
informed the Committee:-

"The Corporation insists on full payment not for supply at the 
mill gate, but at the point where they purchase cotton. 
Then 15-20 days are taken in transit. We have to make 
payment and find money for this cotton when it is in 
transit. We do not have enough money for making ad-
vance payments. We have been negotiating with the 
Cotton Corporation of India that they should give us 
facilities for payment at the mill gate. Now, they have 
accepted this proposal. 

• • • • 
612-(Aii) LS-40 
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At one point of time, we ~anted CCI to procure right from 
the kapas and press it into bales. This matter was refer-
red to the Committee appointed by the Government on 
6-1-1974 comprising of a Joint Secretary of the Ministry 
of Commerce. The Committee asked NTC to give requi-
rements of cotton. Then we got the details of our require-
ments. They were estimated to be 4.25 lakhs bales for 
NTC managed mills. In March, 1974, we got a bulk cont-
ract for 27,000 bales for ~he first time. We have also been 
requesting CCI to prov:ide cotton at a place where it 
is not a cotton growing area. Instead of buying cotton 
from anybody else, CCl could supply us cotton. This year. 
we have actually put up an indent telling that we would 
like to buy cotton variety-wise two lakh bales out of 3-11 2 
lakh bales. If this could work out, I suppose, it would be 
a major break-through between the two . 

• • • • 
Our need is for about 12 to 14 lakh bales of cotton per year. 

The maximum turnover of the CCI so far, including the 
sales to the cooperatives, as also to private and public 
sector units, has only been about 4 lakhs bales. We 
would be disappointed ~f we depend entirely on the CCI 
for our needs. While we would like to give importance 
to the CCI and buy as much of our requirement through 
it as possible, our primary responsibility is to see that 
we get adequate cotton at the right time and at the right 
price." 

5.15. The Committee were info,:"med that the Managing Director, 
N.T.C., was recently appointed as a Director on the Board of Direc-
tors of the Cotton Corporation of India. 

5.16. The Committee pointed out that one of the guidelines given 
by the Gove1'llment to the NTC was to purchase cotton from the 
CCI and one of tne objectives of CCI was to purchase cotton for 
the public sector mills. The Committee also pointed out that the 
CCI was short of funds. The NTC and the mills were also short 
of funds and asked as to how the Corporation proposed to solve 
these difficulties. The Managing Director stated that they had 
reached an agreement on these points in a meeting held on the 
14th January, 1975. In the past only .40,000 to 50,000 bales were 
being pm·chased. Now they had placed an indent for 2 lakh bales. 
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They would increase the quantity to be purchased from COl gra-
dually. 

When asked as to whether the purchase of cotton by two public 
sector organisations did not lead to overlapping and whether there 
should not be one single agency to purchase and supply cotton 
to the mills, the Managing Director NTC stated that their objective 
was to get the cotton at the cheapest rate and the CCI on the 
other hand had been functioning as an agency for stabilising the 
prices. The CCI had built up an expertise for purchasing cotton. 
NTC would like to use the CCl's expertise rather than create its 
own organisation. Since the CCI was also having financial diffi-
culties, it could not give NTC the same facilities, as the private 
traders. The Managing Director added that the two Corporations 
should remain and supplement each others efforts. Asked if the 
CCI should be made a subsidiary of NTC the Managing Director 
replied in the negative. 

5.17. As regards bringing tog~ther of CCI and the NTC, the 
Chairman, NTC, stated:-

"I think that in our attempt to bring the CCI anll the NTC 
together, we should not overlook the fact that ultimately, 
the grower of cotton shOUld be provided with a remu-
nerative and stable pric,e; while the NTC would support 
that objective when it comes to making actual purchase~ 
of cotton, we would like to purchase at the cheapest 
price. We cannot forget that objective. While the 
amalgamation may be helpful to the NTC in the context 
of larger objectives, it would be helpful, I thing, if they 
are separate." 

5,18. The Chairman, NTC, added that the profltable operation of 
a mill depended on the ability of the mill to purchase the right type 
of cotton at the right price. The NTC could not afford to delegate 
this primary responsibilty. 

5.19. In this connection the Secretary, Department of Industry 
. and Civil Supplies did not agree to the view as the two organisa-
tions had different functions. The COl was set up purely for the 
purpose of purchase of cotton and deal with the whole problem 
of cotton development and cotton. purchase. NTC was interested 
in the question of its own producijon programmes and its particular 
varieties and quantities that it needed, whereas the CCI looked at 
it from a larger and wider point of view of ensuring remunerative 
prices to farmers and stabilization of prices for the general welfare 
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of the consumers. He, however, stated that it was necessary for 
the two agencies to co-operate with each other . 

5.20. The Committee regret to note that though according to the 
guidelines given by Government, the NTC was to purchase cotton 
from the Cotton Corporation of India and one of the objectives of 
CCI was to purchase cotton for the public sector mills, the NTC 
had not, till last year, been able to buy their full requirement of 
cotton from the CCI. The Committee also note that the estimated 
consumption of cotton by the 103 NTC mills would be of the 
order of 14 lakh bales per annum. According to NTC, the CCl's 
present level of operations of procuring only 3 lakh bales can be 
consi.dered as insignificant compared to the production of 65 lakh 
bales in the country to have any impact on the prices. Though the 
NTC would like to purchase the entire requirements from CCI, 
the latter is not in a position to supply the entire quantity to NTC 
mills. Further the commercial practices followed by CCI acted 
as deterrent to such an arrangement, because eCI lQsisted on full 
payment not for supply at the mill gate but at the point where they 
purchase the cotton and this was not possible for the sick mills 
under the NTC management. Besides, the CCI was not agreeable 
to give many other facilities to NTC mills which the private sup-
pliers were able to offer. Accordingly to NTC, if they have to rely 
more and more on CCI for procuring the cotton required by them, 
the eel would have to increase the scale of operations as to cover 
at least a third of total production in the country. The NTC's pri. 
mary responsibility was to get adeQuate cotton at the right time and 
at the right place. 

5.21. The Committee feel that it was unfortunate that the two 
public sector undertakings could not appreciate each other's ditB-
culties and arrive at mutually agreeable terms and conditions of 
supply of cotton. The Committee note that it was only in January, 
1975, after the examination of the two Corporations by the Com-
mittee on Public Undertakings, that the two undertakings have 
reached an agreement on the ter~s and conditions of purchase of 
cotton and the NTC has now placed an indent for 2 lakh bales out 
of the 14 lakh bales which it requires for all its mills and it would 
increase the quantity to be purchased from CCl gradually. The 
Committee hope that there would be better coordination between 
the two undertakings and the NTC will gradually increase its pur-
chases of cotton through cel and the CCI will also be able to 
fulfil its objective of supplying cotton to Government managed 
mills. 
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5.22. The Committee note that the Managing Directo~ of the 
NTC has recently been appointed as a Director on the Board of 
Directors of CCI. The Committee hope that this arrangement wUI 
help in establishing a close liaison and co-operation between the two 
public sector organisations at the highest level. 

5.23. The Committee have in their report on CCI, pointed out 
that the major constraint in the way of CCI entering the market 
in a big way was lack of adequate finance and, therefore, Govern-
ment should assist the CCI in getting adequate finance. The Com-
mittee would recommend that the Government shoUld also arrange 
for improved finances for NTC so that the NTC may be in a posi-
tion to subserve its interests in procuring cotton at the right time 
and at economic cost from the CCI. 

5.24. While the Committee feel that it is not considered advis-
able to merge the two undertakin.gs or to make one the subsidiary 
of the other, as the two have different functions to perform, they 
agree, as admitted by Secretary of the Department of Industry and 
Civil Supplies, that the two must co-operate with each other. The 
Committee have expressed their views in paras 3.31 and 3.32 of this 
Report on placing the NTC and CCI under the administrative 
control of one Ministry which deals with all other matters relating 
to textile industry. The Committee would like Government to 
consider the feasibility of this arrangement and take an early deci-
sion in the larger interest of functioning of the two Corporations. 



VI 

PRODUCTION 

A. Produetio~ Plannin, 

6.1. The Sick Mills taken over by Government and handed over 
to the Corporation tt>r management had, almost in all cases, obso-
lete, unproductive and antiquated machinery. Most of the Mills 
were, therefore capable of producing only coarse and medium cloth. 

6.2. During evidence, the Committee enquired whether the NTC 
should concentrate only on coarse and medium varieties of cloth 
and not only polyester fibre or fine variety of cloth. The Chairman, 
NTC, stated that with the machinery and equipment that they had 
taken over, they could produce only coarse and medium cloth. !In 
their plans for modernisation, they were concentrating on three 
aspects. The first was cost reduction; second was quality improve-
ment and the third was the diversification of their production. They 
would then be able to contribute to exports by producing fine and 
superfine cloth. 

6.3. To a query as to how many varieties of cloth they were pro-
ducing, the Chairman, NTC, explained that they were producing 45 
l(arieties as against few hundred varieties in the industry, and if 
they reduced the variety in a mill beyond a certain point, it did 
not necessarily lead to improved efficiency. In spinning and weav-
ing they may have only a few varieties but when the cloth 
was finished, printed. dyed and bleached, the number of 
varieties, as far as the consumer was concerned were increased. 
He added, "what we are attempting to do is that we are standardis-
ing the production up to a certain stage in order to take advantage 
of increased efficiency and to provide varieties at the finishing stage 
so that the consumer may get some varieties in cloth." 

6.4. Elaborating the above point, Director, (Technical) stated: 

"In so far as those varieties that come to the market as pop-
lin, printed or other varieties that come by way of trade 
name are concerned, they may run into quite a few 
thousands. When We talk in terms of a variety for pro-
duction, we talk in terms of lUnitations to produce 
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a particular type of cloth. That runs into a few 
hundreds. We produce 40-50 varieties. These are 
in the long cloth and ~plin. In order to satisfy a parti-
cular consumer it may be in green colour or red colour." 

~.5. The Committee pointed out that some of the mills which 
produced more fine varieties were earning more profit and asked 
whether NTC would not intend to do like-wise. The representa-
tive of the Department of Industrial Development stated:-

"There were some technical constraints in our mills because 
of the condition of the plant and equipment. It is not 
that many of our mills can produce fine and superfine 
varieties. In fact, 87 per cent of our total production con-
sists of Medium 'A' and Medium 'B' varieties. Only 13 
per cent consists of higher varieties because all our 
machines are not capable of producing fine and superfine 
varieties. With the gradual implementation of our moder-
nisation programmes, th~re can be some improvement in 
the situation." 

6.6. When asked whether the Government had examined the 
promising lines of production which could be undertaken by the 
Government ~ills, the representative of the Ministry stated:-

"This is a general question regarding product mix. So far we 
had not made a detailed. analysis. Now that a subsidiary 
Corporation will be there, we will go into details taking 
the subsidiary as a unit, as to what will be the most 
rational product-mix." 

6.7. Asked whether Government have conducted any study to 
reduce the number of varities of cloth to cater to the needs of com-
mon man, the representative of the Ministry of Commerce stated 
.as follows:-

"We have made some basic studies. We have not gone into 
each and every mills' working. The machineries that 
are used and the varieties that are produced are infinite. 
Further, every mill has to take some operative decision 
from time to time. Whflt we have done is this. We have 
prepared certain general guidelines. 

We are thinking of reduction of varieties over the whole range 
of the textile industry. Mills which are producing m"J;e 
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than one variety per hundred looms may be directed in 
the first stage to reduce that number of 10 per cent. That 
is, if they are producing hundred varieties, they will pro-
duce 90 varieties. We have proposed that steps may be 
taken to reduc.e the varieties upto a maximum of 25 per 
cent over a period of two years. Firstly, it will be, lQ 
per cent and it will become 25 per cent over a graduated 
time period. This, we think, is the limited possibility for 
reduction of varieties for the present." 

6.8. Asked as to what was the total number of varieties being pro-
duced in India, the representative of the Ministry of Commerce 
stated:-

.. 

"we would have to go into the definitional points 3bout varie-
ties. If. we have two different cloths, let us say of the 
same constructional particulars of the same count and so 
on, and if one is shorter than the other by two or three 
inches, then, you call it a different variety. We do not, 
in other words, have a uniform definition which governs-
the varieties. We have made an analysis which showed 
that there are over a thousand varieties being produced in 
India. We would like very earnestly to submit to the 
Committee that it does not constitute a wide ranging pat-
tern of production in every case. There arp. differences 
in local demands, there are different types of cloths that 
are being produced. All these have to be taken into 
account and we cannot in one sweep say that a reduction 
lihould be effected. That is why, we thought of this grad-
ual method. We have also got to take into account ano-
ther thing. Mr. Saxena mentioned about the machinery 
of the NTC mills. It is a fact that other mills 
have also got similar constraints. In fact, the textile in-
dustry is the oldest organised industry in India and som~ 
of the equipment in these mills is as old as 90--90 years. 
One has to take into account what those looms and spind-
les can produce and we should give them directions as to 
wha.t else they should do. Lastly, what we want i~ that 
there should not be a fall in production under any cIrcum-
stance. So, taking all these into account, we are trying to 
reduce the varieties to the maximum extent possible." 
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Production of Fine and other Varieties of CTnth 

6.9. The total production of cloth and value thereof of the Gov-· 
ernment managed mills during the years 1971 to 1973 has been as 
under: 

Year 

J97 J 

J972 

J973 

Total pro- Pr('d~cticr. 
duction of of ccntrcllt:d 
cloth (in cloth (in 
million million 
metres) metres) 

2 3 

437' S6 42'84 

583'82 S7' 2I 

806'10 I 12' 10 

Fl<e'ucticn Value of 
cf ether cloth in-
varieties dicated in 

(it'. million cob:mn 2 
metres) (Rs. in crores) 

4 S 

3S'4'72 6S'03 

4f6'61 10J 'lJ 

(,S4'co J56 '71 

6.10. The Corporation has stated that as the mills were taken over 
at different periods of time, it may not be possible to precisely cor-
relate the total production with installed capacity. There has, how-
ever, been a continuous increase in the capacity utilisation of these 
mills. The capacity utilisation of spinnig sector increased from 74 
per cent in 1972-73 to 76 per cent in 1973-74 and that of the weaving 
sector from 78 per cent in 1972-73 to 79 per cent in 1973-74. 

6.11. The N.T.C. mills mainly produce coarse and medium variety 
of cloth most of which is also of gray varieties. The variety-wise 
break-up in terms of percentage of total production during 1973 is 
given as under: 

Coarse & Medium 'B' 

Medium 'A 

Fine & Superfine • 

75% 

J8'8% 

6'3% 

6.12. According to the Corporation during 1974 the total produc-· 
t¥>n is expected to be about 900 million metres. Due to installation 
of additional processing capacity in a few mills and marginal reno-
vation and modernisation, the quantum of processed fabrics is likely 
to increase in 1974. 

6.13. In the course of evidence, the representative of the Ministry 
stated that "S7 per cent of our total production consists of Medium 
'A' & Medium 'B' varieties. Only 13 per cent consists of higher 
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varieties because all our machines are not capable of ,. fi 
and superfine varieties." proaucmg ne 

th 6.14. dTo ~ question whether the corporation ~hould concentrate on 
e pro uctIon of coarse and medium varieties of cloth and not an 

pol~ester . fibre or fine variety of cloth, the Chairman NTC stated 
durmg eVledence: _ ' 

"It so happens that the machinery and equipment that we had 

taken over can produce only coarse and medium cloth. 
In our ~lan of modernisation we do lay emphasis on the 
pro?uctIon of better variety of cloth. In our plnn of mod-
ermsation we are concentrating on three aspects. The 
first is that cost reduction So that the mills may run effi-
~iently and pr.ofitably. The second aspect is the quality 
Improvement, Irrespective of whether we nroduce coarse 
medium or fine or super-fine cloth. The -t.hird aspect i~ 

the diversification of our production, that is while We are 
concentrating in producing coarse and medium varieties 
for the common man, We would also be able to contribute 
to exports by producing fine and super-fine cloth." 

6.15. The Committee note that as against over one thousand 

varieties of cloth being produced in India, the NTC mills were pro-

ducing only 45 varieties. The Committee were informed that it did 

not necessarily lead to improved efficiemy if the number of varieties 

in a mill was reduced beyond a certain point. The Committee also 

note. that some mills in private sector were earning more profit by 

producing more fine varieties but the NTC mills could not do so 

because of certain technical constraints like the condition of the plant 

and equipments. Because of these constraints, 87 per cent of the total 

production of NTC mills consisted of medium 'A' and medium '8' 

varieties and only 13 ner ce'lt consisted of higher '\·arieties. The 

'Committee '"'otl' that the NTC are undertaking modernisation pro-

gramme with th,~ objective';: first of cost reduction; second of quality 

improvement and the third of diversification of production. 

6.16. Thc Committee are also informed that Government have nhi 

gone into tbe working of each of the mills nor conducted any survey 

with a view to reduce the number of varieties of cloth to rater to the 

needs of the common man, although there seems to be a thinking 

abou~ the ~"9dual reduction ef varieties over the whole range of 

textile industry over a period and certain guide.liftef1 have been pre· 

-pared in this regard. The Committee recommend that Government 
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should see that the number of varieties is restricted to the minimum. 
The Committee also recommend that the Ministry/Corporation should 
ulldertake a quick survey of the varieties popUlarly in demand by the 
public at larle in the regions, through the sale points and the subsi-
diaries and determine the product-mix and the number and type of 
varieties most appropriate to each mill, so that the mills are in a 
position to produce such popular varieties efficiently and economi-
cally and cater better to the needs of the common consumer. 

B. Production of Controlled Cloth 

Controlled Cloth Scheme 

6.17. Government introduced a Statory Control over the produc-
tion and prices of mill-made dhoties, sarees, long cloth, shirting and 
drill in October, 1964. From May, 1968 production control was limi-
ted to coarse and medium 'B' categories of cotton cloth in five com-
monly used varieties of dhoties, sarees, shirting, long doth and drill. 
The prices of cloth were also revised and refixed. From June, 1971, the 
industry took upon itself to produce voluntarily 400 million sq. met-
res of controlled cloth per annum. The prices of controlled cloth 
remained the same as those fixed in May, 1968. It also became ob-
ligatory on the part of the industry to export 16 per cent of their 
products since 1st January, 1973. From 1st April, 1974 a revised 
scheme was introduced with the following salient features: 

(i) The price of controlled cloth was revised to allow a fiat 
increase of 30 per cent over the level of prices in 1968. 

(ii) The retail margin on controlled cloth which was reduced 
to 12.112 per cent in October, 1972, was raised to 20 per cent 
over the ex-mill price because of the incr~ased cost 
of transportation and handling. 

(iii) 

(iv) 

The quantum of controlled cloth was increac;ed from the 
previous level of 400 million sq. metres to 800 million sq. 
metres per annum. 

The varieties under control were to include higher med-
ium cloth also in the five commonly used varieties viz. 
dhoties, sarees, drill, shirting and long cloth. A provision 
was also made in the revised scheme to ensure adequate 
production of each variety of controlled c~oth in each of 
the above three categories viz. higher medIUm, lower med-
iwn and coarH. 
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(v) A penality of Rs. 2.50 per metre was prescribed for non-
fulfilment 0] the obligation to produce a minimum of 24 
per cent. of ~he output in the controlled categories of cloth. 
The obligatIon to export was retained at 16 per cent and 
the penalty rate for the non-fulfilment of this obligation 
k~Pt a.t Rs. 0.30 per sq. metre. Inter-mill transfer of oblig-
ation In respect of exports and controlled cloth was, how-
ev~r, allowed, making for "Sale" of the obJigation at a 
pr.lce (to be determined by transferer and transferee. 
mIlls). 

(vi) A set off of 1 metre of controlled cloth for every 3 metres 
of cloth exported over and above the mills' obligation of 
16 per cent was allowed. 

(vii) Compulsory salvedge printing of prices on every metre 
of controlled cloth would be introduced progressively. 

6.18. In partial modification of the above, from 1st October, 1974, 
the control and export obligations have been amalgamated with a 
combined obligation of 30 per cent of the mill production and penal-
ty of Rs. 2.50 per sq. metre for non-fulfilment; and the export perfor-
mances adjusted against the control quota at a rate of Rs. 5/- FOB 
value of cloth and made-ups worth Rs. 7.50 exported. 

6.19. The Corporation stated that when the question oj increase of 
controlled cloth obligation from 400 million sq. metres to 800 million 
sq. metres was considered by the Cep.tral Government, the NTC 
had brought to the notice of the Government that this policy would 
lead to an additional loss of about Rs. 14 crores per annum to the 
Government managed mills. In order to safeguard the interests of 
Government managed mills and other weaker mills in similar sit-
uation, the Central Government decided to increase the rate of 
penalty from Rs. 1 to Rs. 2.50 per metre for non-fulfilment of the ob-
ligation. This was done with a view to ensure that the Government 
managed mills could accept transfer obligation of controlled cloth 
from other mills at a premium and as a result of which they could 
cover their losses to a certain extent. The management of. NTC 
stated in a written note that, immediately after the penalty was in-
creased, the affluent mills represented in the I.C.M.F., took up the 
question of increase of penalty on exports from 30 paise per metre 
to Rs. 1 per metre of non-fulfilment, at the I.C.M.F. meetings. As 
the burden of this increase was likely to fall again on the weaker 
mills, this policy was resisted on behalf the National Tcxtile Cor?or-
ation in the I.C.M.F. At this stage the present scheme of combmed 
obligation of 30 per cent was initiated by ICMF. Under this scheme, 
the penalty imposed for the non-fulfUment of controlled cloth of 
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Rs. 2.50 ~er ~etre au~omatically became applicable to the export 
elements In thls combIned obligation. The affluent mills with 
greater export capacity were thereby able to achieve the increase 
in the rate of penalty for non-fulfilment of export obligation, from 
a level of 30 paise per metre to Rs. 2.50 per metre. Another benefit 
.secured by these mills was an offset of their controlled obligation on 
the unit F.O.B. value of Rs. 5 on exports. The net result of the 
combined obligation and the off-set allowed on exports was the fall 
in the rate of premium, f()r manufacture of controlled cloth in excess 
of the obligation. Immediately after the penalty of Rs. 2.50 was 
imposed for non-fulfilment of obligation of controlled cloth, the pre-
mium as expected by Government, had gone up above Rs. 1.50 per 
metre. After the combined obligation policy was announced by Gov-
ernment, this premium came down considerably and at present it 
is below 50 paise per metre. 

6.20. The management of the NTC' further stated in a written 
note that as the machinery in the sick mills was quite obsolete, it 
was hardly possible for these mills to produce good quaility cloth 
which might fetch export market. Most of the products of. these 
mills were coarse and medium varieties. Under the existing scheme 
the private affiulent mills, which had the capacity to export, es-
-caped the social obligation to produce controlled cloth and the en-
tire burden of producing the controlled cloth fell upon the weaker 
mills in which category the Government managed mills came. 

6.21. The Management added that while in the production of every 
metre of controlled cloth, there was a loss of Rs. 1.40 per metre, 
there was no such fixed loss in the case of exports per metre. The 
advantages available to affluent exporting mills under these 
:schemes, enabled them to quote their cloth at competitive prices. 
Aglrinst this, the mills which had to fulfil the controlled cloth obl~
gation had to sell their cloth at fixed prices and suffer 8 loss. ThIS 
policy resulted in the weaker mills fulfilling the impr)l·tant social 
<obligation of controlled cloth at a loss, the exporting mills escaping 
this social obligation and making profits on exports. 

6.22. On being asked as to whether the present scheme did not 
work in a manner which enriched the afflulent mill owners and 
cast a heavier burden on NTC mills, the Secretary, Department of 
Industrial Development stated: 

ell should mention that we have looked into it from the ~int 
of. view of the NTe as it was having an inequitable Im-
pact on the NTC. I do not want to go into the question 
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whether by having a combined obligation you are pro-
moting exports at the cost of controlled cloth or promo-
ting controlled cloth at iIle cost of exports. The real 
problem arises aker allowing for whatever a firm exports 
and whatever the firm provides by way of controlled cloth. 

- higher profits have to be made out of what is l('ft. EJcport~ 
are competitive and suppose in the international market 
he does not make as much profit as he should. In control-
led cloth we have to incur loss. Out of what j~ left, 60 or 
50 per cent, we have to recover all that. Unfortunately 
for the NTC after producing controlled cloth what is left 
is not much. That is why it is hitting the NTC somewhat 
unequally." 

Availa.bility 

6.23. The obligation and production of controlled cloth by the· 
Government managed mills during the period June, 1971 to Septem-
ber, 19'74 are given as under:-

Period 

June, 1971 November, 1971 

D:cem'ler, 1971 December, 1972 

January, 1973 December, 1973 

January, 1974 September, 1974 

Oblillation % ofNTC Actual %of NT C 
(millilln sq. obligati(ln packing actual 

mt.) to tot<1 (Million packing to 
obligatil)n fq, MI,) T(ltal 

obligation, 

--- -, -- ---------. 
2 

41 '26 

101'18 

90 '97 

97'93 

3 4 5 

23'35 97'21 22'~3 

22'74 112'12 2R'(3 

19'60· 153'00 30'6c. 

.Obligltion on a prJrata !u~is has been a;sumed at ,00 million m~tres for the indU' try, 

6.24. It would be seen from the above statement, that Govern-
ment managed mills have been fulfilling their obligation of. controlled 
cloth. 

6.25. Asked whether the Corporation had cOllducted any study to' 
determine the varieties of controlled cloth which were in great de-
mand and if so, what steps had been taken to produce ~uch popular 
varieties, the Managing Director stated:-

"We have not conducted any survey to assess the requirements 
of controlled cloth in the country. We have been guided 
in this respect by the Textile Commissioner. The Textile 
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Commissioner has fixed certain varieties and laid down 
certain specifications and we are required to manufacture 
them. In the case of controlled cloth, under the present 
instructions of the Textile Commissioner, HOO million sq. 
metres of controlled cloth has to be producpd in the co-
untry. This roughly comes to about 24 per cent of the 
production of each mill. On the basis of the Textile Com-
missioner's scheme, our quotas of. controlled cloth are also-
fixed and we have been fulfilling our obligations in this 
respect. We have been manufacturing the varieties which 
have been determined by the Textile Commissioner and 
the specifications that we have been observing are also 
those laid down by the Textile Commissioner." 

6.26 In a written reply, the Department of Civil Supplies and Co-
operation informed that in 1973 the production of controlled cloth 
per quarter in the industry was on an average about 50--70 million 
sq. metres as against the obligation of 100 million sq. metres. In 
1974, during the period January-September, the production was 
388.19 million sq. metres. The percentage production c::nd the per-
centage requirements of controlled cloth, however, were as follows:-

Percentage Actual 
required prrcet~ge 

prod uctl cn 

LJng CIMh 25 711.7 

Shirting 25 12 8 

Dh.)ties. 20 (j'3 

Sarees 20 2'7 

Drill 10 C'3 

6.27. It would be seen that the predominent production was in 
long cloth whereas the predominant requirements which had not 
been met were in respect of dhoties, sarees and drill. 

6.28. The matter was taken up with the Textile Commissioner 
specifically on (i) Improving the quality of controlled cloth and (ii) 
specifying categories especially sarees and dhotes out of controlled 
cloth. In pursuance of the discussions the Textile Commissioner 
had issued a Notification dated the 10th January, 1975 specifying' 
minimum width for dhoties, sarees, long cloth and shirtings. He had 
also issued another order of the same date indicating the specifica-
tions for controlled dhoties, sarees, long cloth and shirting. As 
against the requirement of 320 million sq. metres for controlled sarees 
and dhoties in a year, it is reported that textile industry has a total 
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~apacity of only 186 million sq. metres. In the first stage, therefore 
20 per cent of the controlled cloth obligation, namely 160 million 
sq. metres, has been reserved for production of sarees and dhoties. 
The Textile Commissioner has issued an order to this effect. 

6.29. Explaining the loss suffered by them in the production of 
.controlled cloth, the representative of the Corporation during evi-
dence, stated:-

"In fulfilling our quota of controlled cloth, on every metre we 
suffer a loss of about Rs. 1.25 because for controlled cloth 
the price of 1968 plus 30 per cent is all that is given and 
from 1968 up till now there has been a considerable amount 
of escalation in prices, in labour costs, cost of godowns, 
stores etc. Therefore, on every metre of controlled cloth 
produced, we suffer on the average, a loss of Rs. 1.25. 

Till last year only four hundred million metres of cloth was 
produced in the country, out of which we produced 90 
million metre in our mills. This was doubled in 1974. 
We estimated at that time when this quota was being 
doubled that our loss in fulfilling this obligation would be 
of the order of Rs. 14 crores in the full year. And this 
loss had increased beca~se subsequent to the introduction 
of the controlled cloth in April, 1974, certain changes were 
made in the scheme by the Government by which the 
obligation in respect of controlled cloth and ~ports were 
combined and because of this combination we were 
asked to produce 30 per cent of either controlled cloth 
or we should export 30 per cent of our production. As we 
could not export our products, we have been fulfilling 
our obligation by producing 27 per cent of controlled cloth 
and 3 per cent of export products. Thus, our losses in 
the whole year will be of the order of Rs. 18 crores. Our 
suggestion to Government has been that the present 
scheme by which controlled cloth and export are linked 
together, should be delinked and Government can, per-
haps, impose a cess on the superfine and fine varieties of 
cloth which is being u~d by the affluent sections of the 
society, and raise certai~ funds and subsidise the control-
led cloth instead of asking the mills to bear the entire 
burden." 

6.30. Asked whether NTC were not in favour of having an export 
.()bUgation, the Managing Director stated: 

uI would only say that under the present combined scheme 
if a mill exports cloth worth 5 rupees it need not manu-
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:facture one metre of controlled cloth and thus it saves 
Rs. 1.25. The net result of this is that depending upon 
the exports, the exporting mill will have less obligation 
to prodtice controlled cloth and shortfall in 800 million 
metre will again be distributed on various other mills. 
We have already fulfille..d our combined obligation of pro-
ducing controlled cloth. But now we are being asked 
to sha,re this shortfall in 800 million sq. metres and to 
produce more controlled cloth. That means, I have 
to produce another 5 per cent controlled cloth even though 
I have fulfilled my obligation of 30 percent. In another 
way [ have been financing the incentiVe which has been 
~iven to the exporting mills. We do not say that the 
controlled cloth obligation should not be there. But 
then whether we should also be asked to finance 
the incentive which is given to the exporting 
mills? This is worth consideration· • • 11 The earlier policy 
was that 16 per cent of the mill's prodUction had to be 
exported and if the mill did not fulfil this obligation, 
there was a penalty of 30 paise per metre, likewise, 
24 per cent of the pro.duction had to be in controlled 
cloth and for not fulfilling this, there was a penalty of 
Rs. 2.50 per metre. If We fulfilled the obligation of 
controlled cloth but could not fulfil the obligation of 
export, then we had to pay 30 paise only. Now, in this 
combined obligation, Rs. 2.50 is the combined penalty. 
I am called upon to pay a penalty of Rs. 2.50 or in alter-
native I have to produce more quantities of controlled 
cloth. It also means a loss of Rs. 1.25 per metre. This 
is acting as a drain on us. What we have been suggest-
ing is, that the earlier policy before this combining sys-
tem, should be restored. The exports may be 16 per cent 
and penalty for not exporting be 30 paise. The control-
led cloth qbligation was 24 per cent. This obligation 
should be there on all the mills. And for not fulfilling 
the obligation, Rs. 2.50 was the penalty. Let it be there. 
This scheme h~d one advantage that the mills which 
could not produce controlled cloth, could buy the obliga-
tion from other mills: Rs. 2.50 was the penalty and 
they were prepared to give Rs. 1.60 to us if we manu-
facture controlled cloth on their behalf. In this way, 
we could recover some of our losses. So, our suggestions 
is that this should be de-linked." 

6.31. As to whether the present scheme of combined obligation 
:should be replaced by the earlier scheme of separate obligations of 

tti12 (Aii) LS-5. 
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~ per ce~t for controlled cloth and 16 per cent for export, the 
representative of the Ministry stated "We are discussing that wit~ 
the Commerce Ministry. I am not quite clear in my mind whether 
that is the right solution." 

8.32. Asked whether time has not come to give an entirely new 
orientation to the thinking of the Government in regard to the 
textile policy, the Managing Director stated:-

"As we have stated, we have no different approach on that 
point. All that I was saying is that some of the aspects 
of the present policy have been a little harsher on our 
economics. We are required to function within the 
frame-work of that policy and we are treated on par 
with other factories and private industries and no con-
sideration is given at present to the fact that we repre-
'lent a sick sector. The NTC, unlike other public sector 
undertakings, is not a group of newly constituted mills 
in the public sector; it is a group of mills which have a 
past history-and many of them a history which is not 
very laudable-and we are saddled with them, and we 
have to function within the farme-work of a policy which 
is uniformly applicable. If any policy is Uniformly appli-
cable, to the sick part and the healthy part of it, those who 
are healthy are going to take advantage of it, Qnd it will 
be at the cost of the NTC. So we do feel that some 
special consideration should be given to us for a certain 
period till we are able to rehabilitate ourselves." 

lhere are for instance, certain obligations for exports and 
there are certain obligations for controlled cloth. I don't 
want to run away from my commitment or feel shy of 
producing my controlled cloth obligation. But what I 
mean to say that, if producing my quota of controlled 
cloth leads me into cer~ain losses-perhaps because I am 
a sick sector and am try~ng to rehabilitate myself-if some 
sort of subsidy can be given to me for about four or 
or five years, I can produce that ccmtrolled cloth." 

8.33 To a question whether the Corporation has thought of devis-
ing a scheme whereby the mills were categorised in such a way as 
to meet the requirements of exports ControUed Cloth quotas, of all 
the sick mills put together, the Managing Director stated:-

3. ; 
"Before nationalization, these mills were separate legal enti-· 

ties. All our controlled cloth obligations and export ob-._ .i 
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ligations were fixed by the Tstlle Commissioner unlt-
wise. After nationlization, this has become one group 
which is going to be divided into nine subsidiary cor-
porations. So, we have already tken up the ques-
sion with the Textile Commissioner sa~ing that they 
shoUld treat it as one group for the purpose of fulfilling 
export obligations and controlled cloth obligation. We 
expect a favourable reply from them. Now, it will be 
possible for us to earmark certain mills for the purpose 
of controlled cloth and certain other mills for the pur-
pose of export. Some ~f our mills in Ahmedabad are 
more export oriented. Now, we will be able to plan in 
such a manner as you expect us." 

6.34 Commenting on the above suggestion of the Corporation, the 
representative of the Ministry of Commerce stated during evidence 
that in prinCiple the Textile Commissioner had not objection to ac-
cede to the request of the Corporation. The only point whether 
the NTC or the mills should be treated as a separate unit, was 
under discussion. 

6.35 The Committee note that Government made it obligatory 
on the part of Textile Industry to produce 400 millions sq. metres of 
controlled cloth from June 1971 and export 16 per cent of their pro-
ducts since lst January, 1973. With eBect from 1st April, 1974, the 
controlled cloth obligation was increased to MOt) million sq. metres 
and export continued to remain at 16 per cent. The penalty of Rs. 
2.50 per metre 'Was prescribed for non-fulfilment of the obligation 
to produce a minimum of 24 per cent of output in the controlled 
categories of cloth. The penalty rate for non-fulfilment of export 
obligation was kept at 30 paise per sq. metres. Inter-mill transfer 
of obligation in respect of exports and controlled cloth was, how-
ever, allowed. A set-off 10f one m~tre of controlled cloth for every 
3 metres of exports over and above the mill's obligation of 16 per 
cent was allowed. The scheme was further revised with' effect 
from 1st October, 1974 and combined obligation of 30 per cent and 
a penalty of Ks. 2.50 per sq. metr~ for non-fulfilment has been im-
posed on the textile industry with referen.ce to the controlled cloth 
production and exports. The NTC have pointed out that as the ma-
chinery in the sick mms was qUlite obsolete it was hardly possible 
for those mills to produce iood quality cloth for ~orts and the 
policy had resulted in the weaker, mills fulfillini an important so-
cial obliiation of production of controlled cloth at a loss and the 
exporting mills escapini this obliiation and making profits on ex-
ports. The Committee not!! that the NTC milIs have, by and lal1&e, 
fufilled their obligation of controlled cloth. The Committee under-
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stand that the Corporation has already approached Government to 
treat the mills of NTC as one unit for fulfilling export and control-
led cloth obligations. The Commitee are informed that the Tex-
tile Commissioner has no objection to this in principle. The Com-
mittee would like Government to give a decision in this behalf 
quickly. The Committee are informed that the Corporation suffered 
a loss of Rs. 1.25 per sq. metre of controlled cloth produced till 1973-
74. The Corporation produced 90 million metres and consequently 
lost more than Rs. 11 crores. The Corporation estimated the loss to 
be Rs. 14 crores when the quantum was doubled in 1974. This has 
increased on account of the chang~s made with effect from 1st April, 
1974 when the Corporation produced 27 per cent controlled cloth 
and 3 per cent for export. The loss for the year was expected to be 
Rs. 18 crores. The Commitee ar~ informed that the Corporation 
has suggested to Government that the obligation of controlled cloth 
should be delinked from the export obligation and Government 
may impose a cess on the superfine and fine varieties of cloth which 
is being used by affluent sections and subsidise the mills for pro-
duction of controlled cloth. The Corporation has also pointed out 
to Government that because of the set-off of one metre of control-
led cloth for every three metres of exports and the export perfor-
mance adjustment of Rs. 5 FOB value and the inter-mill transfer 
of obligation, the burden on the Corporation on the production of 
controlled cloth has ,ncreased to the extent of shortfall in produc-
tion of controlled cloth by the' exporfing mills as it has to produce 
another 5 per cent controlled clot~ even though it has fulfilled its 
own obligation of 30 per cent. In other words the Corporation has 
been indirectly financing the incentive which is given to the export-
ing mills and incurring more losses. It has also been admitted by 
the Ministry that unfortunately for the NTC, after producing con-
trolled cloth, what is left is not much for making higher profits 
and that is why it is hiting the NTC somewhat unequally. The 
Committee are als'o informed that the penalty rate having become 
Rs. 2.50 per metre uniformally for non fulfilment of export/con-
trolled cloth obligations the NTC has to incur a further loss in having 
to pay penalty in excess of 30 paise originally fixed even after 
partially meeting the loss to some extent by the manufacture of 
controlled cloth on behalf of exporting mills. The Committee find 
that the Ministry has not taken a decision about deHnking the two 
obligations. The Committee recommend that as the Corporation is 
already saddled with the responsibility of converting the sick mills 
into viable units and has to meet the social needs, Government 
should consider the question of delinking the controlled cloth obli-
gation from exports and of levying different rates of penalties for 
failure to meet controlled cloth and export obligatqions. The Com-



61 
mittee further recommend tbat Government should also examine 
the question of impos:ng a cess on the finer and superfine varieties 
of cloth, as suggested by the Corporation, so that the weaker sec-
tions of the Society are not hardly hit. 

6.36. The Committee note that as against the requirements of 
long cloth and- shirting to the extent of 25 per cent of production 
the actual percentage of production in the industry has been of the 
order of 78.7 per cent and 12.8 per cent respectively, in the case of 
sarees and dhoties against the requirement of 20 per cent the per-
centage of production has been 2.7 per cent and 6.3 per cent and 
in the case of drill against the requirement of 10 pe~ cent the pro-
duction was a meagre 0.3 per cent. The Committee are concerned 
to note that while production is predominently in long cloth, the 
requirements of dhoties and sarees and drill have not been met. 
The Committee note that the Textile Commissioner has issued 
order .. on lOth JanH"ry, 1975 indicating the specifications for control-
led dhoties, long cloth and sarees. Since the textile indus(ry has 
got a capacity of only 186 million sq. metres against the requirement 
of 320 million sq. metres of controlled sarees and dhoties in a year, 
the Textile Commissioner has also issued orders that 20 per cent 
of controlled cloth obligtion viz. 160 million sq. metres should be 
reserved for production of sarees and dhoties. The Committee 
stress that Government should ensure that the orders of Textile 
Commissioner are implemented so that sariees and dhoties for use 
of common men become available in adequate quantities and de-
terrent action is taken against the defaulting mills. The Committee 
are informed that Government of India are already exploring the 
possibility of obtaining the balance requirements from the decen-
tralised sector. The Committee would like the NTC to give a lead by 
meeting not only in overall terms the obligation for controlled cloth 
but also producing the prescribed quantities of sarees, .Jhotie~ and 
drills etc. which are required by common people. 

6.37. The Committee recommend that since it will be difficult 
for the NTC mills to fulfil their export obligation completely because 
of the obsolete and outdated machinery and the long neglect they 
suffered when in the private sector, Government may consider exe-
mpting the ~C mills from the export obligation till such time as 
they are modernised and are in a position to manufacture the export 
varieties. 

6.38. The Cmnmittee also recommend that Government should 
also eive a special report to Parliament on the implementation of 
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the Controlled Cloth Scheme, especially In rerard' to the p1'6duetton 
of suees, dhoties and drill which are required by the common maD. 

C. Utilisation of installed capacity 

6.39. At present, the management of 103 mills has been taken 
over by the Government. Out of these, 57 mills have been taken 
over under iJ(D&R) Act and the remaining 46 mills under the 
Sick Tetxile Undertakings (Taking Over of Management) Ordin-
ance, 1972 (later replaced by an Act). The total installed capacity 
of these 103 undertakings is stated to be 2.95 million spindles and 
45,725 looms. At the time of take over, most of the mills were 
closed for quite sometime and machinery was obsolete. In addi-
tion, these mills had also to face shortage of finance. There have 
also been heavy powercuts recently. The Corporation has stated 
that as a result of this, full capacity utilization could not be achiev-
ed in these mills. However, the capacity utilisation is gradually 
picking up and after the completion of modernisation programme, 
it is expected that full capacity utilisation will be achieved. 

6.40. The percentage of capacity utilisation during years 1972-73 
and 1973-74 has been as follows:-

Capacity utilisation 
prrcf'ntage 

Year 
Spinning Weaving. 

197Z-73 

1973-74 

74 

76 

78 

79 

-------"'-- .. - - - .. - ---_ .. _-- ---

6.41. During evidence the Committee asked as to what was the 
present percentage of capacity utilisation, the representative of the 
Corporation stated:-

"During the three years of 1972, 1973 and 1974, the installed 
capacity that we had acquired was 2.20 million spindles, 
2.79 million spindles and 2.84 million spindles. The instal-
len capacity of the looms was 37,967, 42,487 and 43,202 
rE'lIoectively. In 1974 from January to September our 
eapacity utilisation has come to 78.1 (spinning) and 81.4 
<"""aving). The shiftwise capacity utilisation of spinning 
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and weaving in percentages vis-a-vis the national aver-
ages in 1972-73 were:-

Spin"i", 

J Shift 

II Shift 

III Shift 

Weaving 

I Shift 

II Shift . 

III Shift 

Capacity UtiliFation 

(shift-whe) 

NTC MiUs National Averagt'. 

(Oct. 1974) 1972 1973 

74'6% 76% 75% 

76'6% 76% 74% 

67'(<"% 6~% ']t.% 

P4% 8: '% f'4% 

P.:% 8(% 8: % 
26· 7°/., 44% 52'};, 

As compared to the national average figures, we have almost 
come to that level. The only difference is in third shift. 
The industry utilisation in weaving is 44 whereas we 
have got 27. The reasons are two-fold. Several machines 
that are making the yarn have got to be improved. 
Secondly, in this country, the third shift of weaving is 
always in the automatic looms which are less in Govern-
ment managed mills. That is why, the industry utili-
sation figure is 44 and ours is 27. • • ." 

6.42. Explaining the low utilisation of capacity in weaving in 
the third shift, the rep~esentativ~ of the Ministry stated:-

"But it is in wea,ving that we are very much below the capa-
city utilisation of the private sector. Our looms are 
working on two-shift basis mostly and on two-shift basis 
our capacity utilisation is as good as the capacity utili-
sation of the first two shift of the private sector. But in 
the third shift there is a sudden drop because we do not 
have the balancing equipment, preparatory machines and 
automatic looms. We are now trying to increase the 
number of automatic looms in our modernisation pro-
gramme so that our weaving utilisation also increase." 
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6.43. Asked about te plans to increase the capacity utilisation. 
the Managing Director NTC stated:-

"We have already formulated modernisation programme for 
82 mills out of the running 97 units at a cost of 49.32 cro-
res. We have completed the first phase fully in respect. 
of 8 mills, about 11 mills are almost at the stage of com-
pletion and the others are under various stages of imple-
mentation. By about the end of this year 1975 we are 
expecting that the utilisation capacity will still go higher." 

6.44. Asked whether apart from the machinery, they were facing 
any other difficulty in utilising the capacity, the Managing Director 
stated:-

II 

r 

"We are facin~ one main problem in utilising our capacity 
apart from machinery, and that is lack of adequate fin-
ance. On the basis of the formula which is generally 
adopted in industry, we have worked out that we require 
from the banks about Rs. 80 crores as bank finance for 
working capital in order to utilise our capacity. Recently. 
the Reserve Bank of India appointed a Committee known 
as the Tandon Committee, and they have evolved a for-
mula. According to this formula also, our requirement 
of funds from the ba~king sources is Rs. 62 crores. 
Against this, all that we have got from the banking sys-
tem is about Rs. 40 crores. This gap of Rs. 40 crores 
in our working capital due from the banks on the basis 
of the formula prevalent in the industry-or even Rs. 22 
crores on the basis of formula of the Tandon Committee 
of the Reserve Bank of India-is providing a big bottle-
neck in our fully utilising our capacity. 

Our information is that the banking system has given Rs. 500 
crores to the textile industry and as wes constitute 20 per 
cent of the textile industry in the country. you can see 
that as against the Rs. 500 crores, all that was available 
to this sector is hardly 40 crores from the banks. We 
have bee~ approaching the Government also for help 
on this point, but Goverpment's view has been that Gov-
ernment does not give directions to the banks in favour 
of individual clinets. So, they have been telling us to 
approach the banks directly and negotiate with them. 
When we go to the banks we are confronted with one 
major problem. This problem is that, prior to nationa-
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liaation, the banks had given huge amounts during the-
period these mills were in private hands and they wanted 
us to give guarantees for the amounts they had been 
giving in the pretakeover of management period to the 
previous owners, before they give us additional funds. 
We felt that, for the amounts given to previous owners, 
We cannot give guarantees and take over the responsi-
bility of making repayments. So many banks have not 
given us any funds. We had meetings with several 
leading banks. The Reserve Bank also convened a meet-
ing where all banks were called. While they are sym-
pathetic in the meetings, the losses suffered by them are 
always in their mind, ~nd this determines their attitude 
to us and their financing of our mills is very much effect-
ed by it. There are a group of 13 mills in this nationalis-
ed group which did not get even a single paisa from the 
bankers credit. You can imagine the situation. When 
we are operating on the basis that 30 per cent will come 
from the Government and 70 per cent from the banks, if 
all that I have got is 30 per cent and the other 70 per 
cent has not come to me, how do I operate the units 
So, this is also proving a big bottleneck in our increasing 
our capacity utilisation. We have been getting all kind 
of sympathy on this point beyond sympathy, what 
we need is the fund." 

6.45. Explaining the position regarding productivity and capacity 
utilisation in NTC, Mills, the representative of the NTC stated:-

"Out of the 103 mills, 57 mills have been taken over under 
I(D&R) Act and the remaining 46 mills under the Sick 
Textile Undertakings (Taking over of Management) Ordi-
nance, 1972. The machine productivity of these 46 mills 
was even as low as 45-50 per cent. It was even much 
below average. It is true that most of the I(D&R) mills 
had 60--65 per cent of machine productivity. As far as 
these mills are concerned, when their first phase of 
modernisation was imple~ented, their efficiency had' 
gone up between 75-85 per cent in composite mills. In 
the case of mills especially in Tamil Nadu where they 
are working 7 days a week, machine productivity in some 
of the units has gone up to as high as 100-125 per cent. 
When our utilisation capacity goes up, Obviously machine 
productivity will also go up. There are constraints not 
only regarding bank finances for operating these mills .. 
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but regarding implementation part of it. We have appro-
ached the Planning Commission for providing Rs. 156 
crores by the end of the Fifth Five Year Plan. Out of 
that, through the budge.tary sources, we have been provi-
ded. for modernization only to the extent of Rs. 33 crores 
out of the total budget of Re. 55 crores. This amount is 
51 per cent share of NTC and the balance 49 per cent 
was to be provided by the State Governments. Unless 
the share of the Central Government is increased, imple-
mentation will be retar~ed to a certain extent. !In fact, 
we have been discussing it with the Planning Commission. 
There have been certain constraints because of overall 
shortage of fund in the country". 

6.46. The Committee are informed that the capacity utilisation 
in the NTe mills in the first two shifts in spinning as well as 
weaving is of the order of 74 per cent to 76 per cent (spinnig) and 
84 per cent (weaving) as compared to the national average of 74 
per cent Ito 76 per ceot (spinnig) and 80 per cent to 74 per cent 
(weaving), j'n 1972 and 1973. In the third shift, however, while 
the capncit(y utilisation in spinnnig secti-on of the NTC mills at 
67 per cent compares favourably with the national average of 68 
per cent to 70 per cent, iil weaving section, the performance of the 
NTC mills is as low as 26.7 per cent as compared to the national 
average of 44 per cent to 52 per cent in 1972 and 1973. The .reasons 
for low utilisation of capacity in the third shift are stated to be (i) 
that the machines used for making the yarn have got to be improved; 
(ii) that the third shift of weaving in most of the mills is on auto-
matic looms whereas that is not the case in the NTC mills; and 
(iii) that the NTC mills do not have balancing equipment and pre-
paratory machines for the third shift. The Comm,ittee understand 
that the NTC is trying to increase the number of automatic looms 
as part of the modernisation programme in order to increase the 
capacity utilisation in the third shift also. The Committee stress 
that the installation of balancing equipment, preparatory machines 
and automatic looms, etc. as part of the modernisation programme, 
should be expedited so that the capacity utilisation in the third 

. shifts of NTC comes up at least to the national level. 

6.47. The Committee are glad to note that with the implemen-
taHon of the first phase of modernisati·on programmes, the machine 
productivity of the composite mills has gone up from 60-65 per 
cent to 75-85 per cent and in the cas'e of certain mills in Tamil 
Nadu, which are working for 7 days a week, the machine producti-
vity has gone up as high as 100 per cent to 125 per cent. 
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6.41. The Committee would like tbe Corporation to take similar 
-eoDcerted measures for other mills also, as per a carefully drawn 
..out programme. 

6.49. The Committee are also informed that apart from the 
lack of suitable machinery, the main constraint in the way of bigher 
utilisation of capacity is the lack of adequate funds. While accord-
ing to NTC ita' requirement was to the extent of Rs. 80 crores for 
working capital, according to the formula, evolved by the Tandon 
Committee appointed by the Reserve Bank of India, the NTC's re-
quirement of funds from the banking sources is stated to be Rs. 62 
'uores. ne 'Committee undeil'stand that the NTC has got only 
Rs. 40 crores from the banking system thus leaving a gap of Rs. 40 

,crores compared to its original estimate and Rs. Z2 crores on the 
basis of the formula of the Tandon Committee. The Committee are 
surprise to note that while the industry as a whole was given Rs. 
500 crores, the NTC which constituted 20 per cent of the teactile 
industry got only Rs. 40 crores which was only 8 per cent of the 
total given to the industry, in spite of the fad that it is not in a 
position to raise funds from other resources. 

When the NTC app~oached Government in this regard, it was 
informed that Government do not give directions to the banks in 
favour of individual clients. When the NTC approached the banks 
they wanted the Corporation to give guarantees for the amounts the 
banks had given to the previoUis owners of the mills in the pre take-
over period. The NTC ('ould not, however, give guarantees and 
take over the responsibility for making repayment of the amounts 
advanced to the previous owners of the mills. The Committee are 
also informed that a group of 13 mills in the nationalised sedor 
did not get any funds at all from the banks. 

6.50. The Committee would, therefore, like Government to look 
into the difficulties which the NTC mills are facing in regard to the 
avai1ability of bank finance and find ways and means of providinJ: 
the Corporation with adequate finances in the interest of better utili-
'lIation of the capacity in the nationalised sector. 

6.51. The Committee are informed that due to overall economic 
considerations, the NTC mills have been able to get only Rs. 33 
crores for the modernisation programmes out of the total budget 
of Rs. 55 crores and tbeir total requirement of Rs. 156 ('rores for 
the Fifth Five Year Plan period, and the Corporation has been 
holdiDg discussions with the Planning Commi~sion in thi~ ~egard. 

'The Committee would like Government/Plannmg CommISSion to 
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take into account the onerous responsibilities thrown on the Corpo-
ration in the wake of nationalisation of sick mills and provide ad,,-
quate funds through banking system or other financial institutions 
both towards working capital and for its modernisation programmes. 

D. Norms of Production 

6.52. Asked whether any ratios have been fixed between the 
output of yarn/cloth to consumption of cotton and what was the 
average percentage of waste of cotton in spinning and weaving 
the representative of the Corporation stated during evidence:-

"In so far as the norms of production to be fixed are concerned, 
we have identified especially for the spinning mills five 
different types of technological levels. They are: (1) 
Dilapidaten machines which are more than 30 years old; 
(2) somewhat improved machines; (3) where we have 
implemented only renovation programme changing certain 
components and parts; (4) trying to speed up machine 
productivity includeq in the renovation programme; and 
(5) new machines. We have also informed the mills re-
garding the standard of productivity in each per spindle 
point. But the machinery constraints are there in each 
mill. For fixing a particular norm, we have also said that 
performance improvement should be by way of fixing 
their own targets and try to achieve them within a parti-
cular period. We have been identifying levels of tech-
nology. Each mill can have a different level of tech-
nology. We have sent them the norms which we have 
prescribed; we have asked them to do these things as and' 
when they are implemented. Individual mill-wise, we 
are only attempting in the western region." 

6.53. In regard to the above, the representative of the Ministry 
stated during evidence:-

"The average ratio in the industry is 0.85 to 0.86; that is the 
ratio of output of yarn related to the consumption of 
cotton. As compared to that our ratio is marginally less; 
it is 0.81 to 0.82. That means, our yarn production is 
slightly less as compared to the input of cotton. That is 
because of the condition of the machines. They are not 
fast moving spindles and all that. Unless that is recti-
fied, this will continue. We are trying to take steps to. 
reduce this. 
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So far as the Government-managed mills are concerned, in 
spinning the wastage is 17 to 19 per cent, while the indus-
try's average is 15 to 16 per cent. In weaving the 
industry's average is 3 per cent and our average is 4 per 
cent. Our wastage is cartainly higher as compared to the 
industry's average. But after two years, when we would 
have implemented our modernisation programme which 
will take two years to complete, this would be rectified." 

6.54. It was suggested in the NTC Board's Meeting held on 15th 
.June, 1974 that norms should be devised to judge the performa.nce of 
the mills and two teams consisting of Technical and Finance per-
sonnel should be formed who could go into the working of the 
mills as and when anv deficiency in the working was noticed. The 
Committee enquired whether any action has been taken to set up 
the two teams, the representative of the Corporation informed the 
Committee :-

"When we talk about norms, we recognise these things; 
especially, in every monthly progress report, we also try 
to make a statistical analysis of the performance of our 
mills, e.g., as to how many mills have been losing over a 
period of one or more months. We are trying to put the 
stress on technical and financial viability in each one of 
the weaker mills, in order to identify the cost. The first 
attempt was made in West Bengal. Three mills were 
taken up for study; but during June, the Board took a 
decision. Thereafter, we were tied up with the work of 
nationalisation and forming of a subsidiary. Some of the 
teams had to be shifted. We are aware of this. As sugges-
ted, we will definitely try to have these teams and try 
to improve the productivity and the norms." 

6.55. To a question whether any norms have been devised to 
judge the performance/efficiency in the workin.g of the mills and, 
if so, how the performance of mills under NTC compares with the 
mills in the private sector in the same locality fregion, the Ministry 
stated during evidence:-

"Recently, the NTC formulated provisional norms but these 
were with reference to different levels of technology be-
cause there were different types of machines in the 
various mills. We considered it in the Board meeting and 
we said that before finalising these norms sitting here at 
Delhi we must refer them to the subsidiary corporations 
and get their opinion; only then we should fix the norms 
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and judge the performance. We have done it here on 
the basis of various levels of technology. It is a very 
wide range and it may not be applicable to individual 
mills. So, this is in the process of finalisation." 

6.56. The Committee note that while the ratio of output of yarn 
related to the consumption of cotton in the industry is 0.83 to 0.86, 
in the NTC mills it is 0.81 to 0.82, thus indicating that the yarn 
production is less in the NTC mills as compared to the input of 
cotton. In spinning, the wastage of cotton is 17 to 19 per cent in 
tbe NTC mills, while the industry's average is 15 to 16 per cent. 
In weaving, the percentag~ of wastage in NTC mills is " per cent 
as against 3 per cent in the industry. The Committee are informed 
that this imbalance would be rectified on the implementation of 
modernisation programmes in the mills and the Corporation has 
already decided to set up two teams consisting of technical and 
finance personnel which would go into the working of the mills and 
devise norms to judge the performance of the mills. The team are 
stated to have taken up studies in respect of 3 mills before nationa. 
lisation. The Committee recommend that the teams should finalise 
their studies without delay so that suitable norms are evolved and 
enforced 'or evaluating the performance of various sec.tions of 
mills and taking prompt corrective measures to sustain higher effi-
ciency and output. 



VII 
COSTING SYSTEM AND PRICING POLICY 

7.1. The High-Powered Committee, in their Report on National 
Textile Corporation, observed: 

"Some of the mills. do not have any costing system and in 
some others the system followed is purely lId hoc. A 
sound costing system is necessary for ascertaining the 
cost of production at each stage of process, finding out the 
profitability of each type of product, tracing out periodi-
cal fluctuations in the elements of cost and for optimising 
conditions of operations which would enable the attain-
ment of minimum cost and maximum productivity. In 
the absence of such a system, the production pro-
gramming _ of the concerned mills becomes defective right 
from the beginning." 

7.2. In connection with the system of costing the representative' 
of the Corporation stated during evidence: 

"We in the Corporation are fully conscious of the need for 
this and our Board has considered this aspect in a couple 
of meetin~s. We have already finalised the set-up at the 
level of the NTC. We have also laid down the objective 
of the system for the levels of the subsidiary and the 
mill; and have drafted the costing manual referred to.-
I must admit that up till now, the mills have been follow-, 
ing different systems, because they had corne from differ-
em companies and sources; but we are fully conscious of 
the need for having a very well regulated casting system 
in our mills and hope that in abo,ut 2 to 3 months, we will 
be able to introduce this in all the mills of ours." 

7.3. Regarding norms of expenditure under various heads like-
wages, raw materials, stores, overheads, etc., the representative of 
the Corporation stated: 

"We have tried to find out the various norms of expenditure 
in the private sector. On an aVe!"age we find that in the' 
case of a spinning mill, cotton forms about 64 per cent 
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of the cost, stores and spares 3 per cent., dyes and chemi-
cals nil, power and fuel 4 per cent, wages and salaries 22 
per cent and overheads 7 per cent. Against this we have 
tried to compare the cost in some of our mills. We found 
that our cost was higher to the extent of 2 to 3 per cent in 
cotton, 2 per cent in stores and spares, not much differ-
ence in power and fuel, 3 per cent in wages and salaries 
and not much difference in overheads. So, the main 
difference we found was in cotton and stores and spares. 
It was because of the lack of working capital. Because we 
could not get bank finance, we were not able to buy 
cotton in season and in the off-season we had to buy at 
a higher price. Moreover, We were trying to get extend-
ed credit, and the traders, knowing the financial position 
of the mills, were trying to hike the prices. So, in the 
case of wages and salaries because of the constraints of 
machinery, our utilisation was not to the same extent. 
Against the industrial average of about six oPeTatives 
for a thousand spindles, we are having about ten opera-
tives. So wages and salaries were higher to the extent 
of almost 3 per cent. Similar was the case in the compo-
site units. The cost breakdown is: cotton 53 per cent, 
stores and spares about 5 per cent, dyes and chemicals 
7 per cent, power and fuel 5 per cent, wages and salaries 
25 per cent and overheads 5 per cent. Here also it was 
almost 2 to 3 j>:'f cent higher in the case of cotton, 
stores and spares and wages and salaries, on the same 
pattern as in the case of spinnig units. Because of these 
constraints our average is slightly higher if we compare 
it with the industry." 

7.4. The Committee learn that there was no costing system in 
'Some of the mills taken over by NTC and in some others the system 
followed was purely ad hoc. The Committee are informed that the 
NTC is fully conscious of the need for having a well regulated cost-
ing system and had initiated action to introduce the system in all its 
mills in about 2 to 3 months time (i.e. by the end of April, 1975). The 
Committee cannot over-emphasise the fact that a sound costing 
system is a sine qua non without which a mill cannot work out the 
cost at each stage of the process, effect economies wherever neces-
sary and increase productivity. For this purpose, the Committee 
would like the Corporation should work out the standard norms b\lth 
in terms of quantities and expenditure under the various elements 
and sub-heads of costs, in each process so that variation from fluch 
:Dorms could be analysed and measures taken to effect econnmics 
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wherever necessary. The Committe 
proitably undertake a study of th~ e csu.:~est th~tt th! CQI'~.~~n can 
pa hie i os Ine sys em In Vogue In com-

ra, pr vate sector units to examine the adoptio n~ "I .. 
tem In the NTC mills Th C ' n ..... llDU JU' sys-

, , . e ommlttee hope that, as per the assuranc 
&!ven ~urlng evidence, a well regulated' costing system on scientifi: 
~neAs w.,111I be introduced and implemented in all the mills by ,"'e end 
'VI. prJ, 1875. f4 

Pricing Policy 

. 7.5 .. In regard to the pricing policy, the High-Powered Committee, 
1Il theIr Report on NTC, observed as follows: 

"There is no guide as to how the sale rate is related to the cost 
of production. which of the sorts produced are profitable 
and which are not, and the extent of profit or loss that 
mig~t be expected from each sort. We would urge that 
~atIonal a~d State :rex tile Corporations should pay suffi-
cIent att~ntIon to thIS lacuna and assist the mills to evolve 
suitable costing procedures, which would take into account 
the processes and practices followed in production and 
marketing." 

7.6. The Corporation, in a written note stated:-
"Pricing of products in the textile industry is governed by 

market prices. In the short run the pricing of products has 
no relation to the cost of production, though in the long 
run the market prices are governed by cost of production. 
For example. from September. 1974, onwards the market 
prices have fallen down much below the ('ost of produc-
tion. In view of this. the Corporation could not lay down 
any policy for pricing of the products of the mills." 

7.7. The Committee find from the High Power~d Committee Report 
that there was no guideline as to how the sale rate was related to the 
cost of production and which of the products were profitable and 
which were not. The Committee are distressed to note that altbough 
the Corporation came into existence in 1968 and 'has taken over the 
responsibility of running 103 mills, it has not. so far laid down any 
guidelines in regard to the pricing of the products of the mills nor 
fixe!i any parameters to enable a comparative study of the prices of 
the products of the mills. The Committee would like the Gove.rnment 
and NTC to evolve suitable guidelines for fixing prices of products 
of NTC mills after taking into account all the relevant factors and 
introduce them in all the mills so that the mills follow a uniform 
procedure in fixing the prices within the ambit of the guidelines. 

7.S. The Committee also note that in spinning as well as composite 
mills, the costs of cotton, stores and spares and wages/salaries are 
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higher by 2 to 3 per cent in NTC mills as compared to the private sec-
tor mills. The higher costs of cotton and stores and spares are stated. 
to be due to lack of bank finance fOf the working capital of NTC and 
the higher cost of wages/salaries is stated to be due to the utilisation. 
of old machinery pot being the same as in the private sector. While 
the Committee have already commented on the need to provide ade-
quate bank finances to NTC mills in paragraph 6.50 of this report, the 
Committee would like the NTC to take suitable measures to effect ..... 
economies in the different elements of costs so that they may be with-
in the levels of national average and the cost of end-product may 
also be economical. The Committee recommend that the CorporatioD 
s""hould in particular take steps to bring down the costs of production 
by linking wages to productivity and reduce cost of cotton by effect-
ing timely purchases at economic cost through the CCI. The Corpora-
tion should also take advantage of scales so that utilisation of stores 
and spares are within tbe standards. 
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MARKETING 

A. Marketing System 

8.1. At present the marketing function in the N.T.C. is confined 
mainly to laying down broad based policies regarding the appoint-
ment of selling agents, opening of channels of distribution etc. N.T.C. 
also watches the performance of the mills as regards export, control-
led cloth manufactured and sales made through retail shops. Pro-
duction programmes were drawn by mills in advance to meet the 
demand of products. 

8.2 In order to have balanced marketing policy for all the Gov-
ernment managed mills, the N.T.C. has entrusted a study to the Na-
tional Council of Applied Economic Research to suggest a suitable 
marketing system for the Government managed mills. It has been 
stated that the NCAER have very recently submitted a preliminary 
report. The Corporation proposes to organise the marketing system 
ilf products of Government managed mills in the light of the recom-
mendations made by NCAER. With the formation of Subsidiaries 
atter nationalisation, the current thinking in the Corporation has 
been that as the Subsidiaries will be the profit centres, the internal 
marketing of the products may be Ief,t to the Subsidiarit's. 

8.3 Amplif~ing the above point further the representatives of the 
NTC during their evidence stated as under:-

"Up till now in the marketing of these various mills, we have 
been relying on the traditional system available in the 
country. This was being attempted mill-wise and some 
of the State Textile Corporations in a limited fashion also 
went in for centralised marketing, but by and large the 
sales were on a mill to mill basis. The milts also had 
their separate entities, and the traditional method was 
followed. We thought that this method of mRrketing re-
quired a drastic change in view of the impending nation-
alisation and so, we entrusted a study to the NCAER to 
go into the entire system of marketing and recommend to 
the NTC the most appropriate marketing structure for our 
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products. A draft report has been submitted by the 
NCAER. One conclusion which the NCAER has also drawn 
in the report is that there is definitely a need for a direct 
marketing system for NTC. We ha~e also been thinking 
over this for the last six months, apart f.rom the study we 
had entrusted to them, and we find that there is one big 
difficulty when we think of establishing a marketing sys-
tem for the NTC products, and that difficulty arises from 
the channel through which we have to market our con-
trolled cloth. Under the present instructions of the Gov-
ernment and the Textile Commissioner, we can sell only 
10 per cent of the controlled cloth production through our 
own retail outlets and the balance 90 per cent has to be 
sold through the National Consumer Cooperative Federa-
tion." 

8.4. In their preliminary report, the NCAER have made the 
following suggestions in regard to marketing:-

"NTC subsidiaries should develop their own channels of dis-
tribution gradually over the next decade in such a way 
that they reach the consumer directly. The subsidiaries 
should aim for a monopoly distribution of controlled cloth 
(as long as the category exists) as well as for the position 
of a dominant supplier of textiles to all governmental 
departments and undertakings. The N.T.C. subsidiaries 
should develop their own sales force who would operate 
with definite sales targets. The subsidiaries in co-opera-
tion with N.T.C.(I) should enter ready-made garments 
market in a large way. The N.T.C. subsidiaries should be 
iireed from all export activities and allowed to concentrate 
on domestic sales." 

8.5. The Corporation in their communication dated 3rd April, 1975, 
have further stated that this report is only a draft report and does 
not cover many operational aspects regarding marketing. They had 
already series of discussions with the representatives of NCAER 
regarding these aspects and a revised final report was expected short-
ly from them. The Corporation has taken a number of steps to ~e
organise the· marketing of products of its mills. The Corporation 
has requested the Central Government, State Governments and the 
Defence Department that their requirements may be met from the 
NTC mills without the usual tender procedures 80 that these depart-
ments wo~d be in a position to get their reqUisite supplies o~ a 
regular and long term basis without depending on market fluctuation 
of prices. 
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8.6. During evidence, the Committee enquired whethE'r the G 
. :~nu:.~nt had considere~ the feasibility of centralising tbe market~:~ 

p ducts of. NTC mills and to operate the retail distribution of 
t~e products of the nationalised mills through agencies of unemploy-
e graduates. The representative of the Ministry stated:-

"This problem has been under consideration of the NTC for 
more than the last six months. We thought that there 
should be a scientific and systematic study not only from 
ou~ point of view but that we must also see what the 
prlva~e sector was doing and what practices they were 
a~optIng for marketing their products. So, w~ commis-
sIOned a study and that study has been assigned to the 
National Council of Applied Economic Research. They 
have finalised their draft report but before submitting it 
formally to the NTC they have sent it informally 
to. the NTC to see whether they have missed any 
pOInt. In that a very wide study has been made 
regarding the pattern of market, what should be the 
level at which the order should be accepted, whether it 
should be at the mill level or at the retail level and 
whether exports should be directed Nom the apex body. 
All those recommendations have come. They have not 
been considered by the Board of the NTC. A suggestion 
has also been thrown to them whether some agencies could 
be given to unemployed graduates and to what extent we 
could implement this· scheme. For a few months more 
we will have to wait to finalise the scheme." 

8.7. Asked whether the Government were satisfied about the 
present system of marketing/distribution of products followed by 
the N.T.C. Mills, the Ministry in a note stated that-before the 
nationalisation of the sick textile undertakings, the individual mills 
were separate entities for all purposes including marketing of cloth 
and yarn. Consequent upon the nationalisation, the 103 mills were 
now being grouped under nine regional subsidiary Corporations and 
it was expected that they would evolve co-ordinated policies regard-
ing the marketing of cloth and yarn. The individual nationalised 
mills had hitherto been following traditional modes of marketing of 
their products through normal trade channels. Some of these mills 
had also set-up their own retail ou~lets. The system was similar 
to that adopted by most of the private sector mills. 

S.S. The Committee note that till recently marketing function iu 
tbe NTC was confined to laying down broad bued policies regard-
ing appointment of selling agents, opening of channel .o! distribution 
etc. aDd the various mills under the NTC werft followlDg the tradi-
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tional system of marketing in the country, and some of the mills had 
set up their own retail outlets. Some of the State textile Corporations 
in a limited fashion also went in for centralised marketing, but by 
and large, the sales were on a mill to mill basis. The Committee are 
informed that the NTC feeling the necessity for a change in the sys-
tem in the context of nationalisation, has asked the National Council 
of Al,)plied Economic Research to go into the entire system of market-
ing and recommend the most appropriate marketing structure for 
the J!roducts of NTC mills and the preliminary report of NCAER has 
sinc~ been received. The Committee find from the preliminary report 
that NCEAR has suggested that the NTC subsidiaries should develop 
their own channels of distribution gradually over the next decade 
in such a way that they reach the consumer directly, and aim for a 
monopoly distribution of co,ntrolled cloth (as long as the category 
exists) as well as for the position of a dominant supplier of textiles 
to all governmental departments and undertakings. The NCAER has 
also. sug&,ested that the subsidiaries, in co-operation with N.T.C.(J), 
should enter ready made garments market in a large way. The Com-
mittee are informed that the Corporation has already requested the 
Central Government, State Government and the Defence Department 
that their requirements may be met from the N.T.C. mills. The Com-
mittee would like that Government departments should give perfer-
ence to NTC mills in the matter of their purchases of cotton textiles 
and yarn for a variety of purposes. The Committee would also like 
the NTC to consider the report of NCAER expeditiously and re-orga-
nise its marketing network on modern and scientific lines so as to 
compete with the private sector mills in the matter of .supply of cloth 
to the common man. The Committee recommend that while taking a 
decision about NTC having their own marketing arrangements, the 
Corporation may consider the desirability of sdting up a contralised 
marketing organisation at wholesale level with retail outlets through 
its own shops, public distribution system or selling agents. They feel 
that 'instead of the individual mills opening their separate retail out-
lets the NTC should establish retail outlets under its own name 
wh~re the products Of all the NTC mills may be sold. The Committee 
would also like the Corporation to consider marking and selling its 
products under one brand name rather than using the brand names 
of the different mills, so that it catches the customers' eye and p~o
motes sale. The Corporation should also ensure that selling and dlS-
trlbytion costs are kept to the minimum. 

The Committee would also like the Corporation to consider the 
feasibmty of utilising the unemployed graduates for marketing their 
proda'll .. 
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B. Sale of Yam 

8.9. Out of the 103 mills under the management of Government, 
:is mills are spinning units which produce only yarn. In addition, 
saleable yarn is also produced by some of the composite mills. The 
total quantity and value of saleable yarn produced both by the spin-
ning and other composite mills during the years 1971' to September, 
1974 has been as follows:-

Yes.r 

1971 

197Z 

1973 

1974 

.Figures relate to Spinning Mills only. 

Production 

Quantity Value 
(Mill. Kg,) (Rs. in .cr.) 

4'45· 4'45· 

. 10·88·· II '97". 

. 44'84@ S7'7I@ 

49'77 82'81 

. ..Figures relate to spinning units as well as estimates of surplus yam of composite units 
illnce the actual market yarn figures for the comp.)Site units were not available. 

@Figures for 1973 s.nd 1974 s.re based on monthly progress reports received from the 
.mills. These relate to b:>th spinning units and surplus yun of composite mill!, 

8.10. In a written reply the Corporation has stated that-

"these mills have been taken over during different periods of 
time and it may not be possible to co-relate their produc-
tion with the installed capacity. Since there is a great 
shortage of yarn in the country to feed the decentralised 
sector of handloom and powerloom, the Government 
managed mills have all along endeavoured to supply yam 
predominantly to these sectors. The export of yarn by 
Government managed mills has been rather insignificant 
and there was no obligation also." 

During the years 1971 and 1972 the Government managed mills 
by and large sold their yarn within the country through dealers/area 
agent to each of the States. The Textile Commissioner issued an 
, order on price and distribution control of yarn on 13th March, 1973. 
As per these orders, the yarn was to be distributed through the 
10110wing channels:-

(a) The nominees of the State Government. 
(b) The Handloom Export Promotion Council, Madras. 
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(c) Cotton Textile EXport Promotion Council, Bombay. 

(d) Federation of Hosiery Manufacturers Association of India 
Bombay. • 

(e) Any other person as may be nominated by the Textile 
Commissioner in this behalf. 

8.11. The c~-operative sectors was given preference as compared 
to others. ThIS system of distribution continued throughout 1973. 

8.1~. A:ske~ as to how the statutory Control on production, price 
ud dlstrlbution of yarn affected the profitability of the mills the 
Corporation, in a note stated: - ' 

"With regard to price control on yarn, it may be stated that 
statutory control on production, price and distribution of 
yarn was imposed w.e.f. 13th March, 1973. However, as 
certain difficulties were experienced in the working of this 
scheme, the distribution control on yarn o~ 17 counts and' 
below was withdrawn w.e.f. 21st June, Un3. On 18th July,. 
1973, yarn of counts upto 35 counts was takeg out of dis-
tribution control. There was further relaxation in August,. 
1973 when the distribution control on yarn upto 40s count 
was withdrawn. The price and distribution control on 
yarn upto 80s count was removed on 14th January, 1974. 
Later on 11th February, 1974, the price control on yam 
of 81s count and above was also removed but the distribu-
tion control continued to operate. The Government finally 
lifted the distribution control w.e.f. 20th M&rch, 1974. 

When the control order was issued, some mills and number 
of yarn merchants filed writ petitions in the various High 
Courts and got stay orders. The Government mills did 
not resort to any such thing and were abiding by the ins-
tructions issued by the Office of the Textile Commissioner 
regarding the control on price, production and distribution 
of yarn. As a result of stay orders the private sector mills 
were selling the yarn at the market price whereas the 
Government Mills were selling at prices fixed by the Tex-
tile Commissioner. On an average the price of a 20s count 
bundle of 4.5 Kg. was higher by about Rs. 12' - quoted in 
the open market as against the price fixed by the Textile 
Commissioner. Since the Government mills were selling 
yarn as per the prices fixed by the Textile Commissioner,. 
they lost about Rs. 9 crores on this account." 
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8.13. ?u~ing evi~ence, the Committee asked about the justificatioD! 
ilr isswng lDstructlOns to the NTC mills to sell yarn at the control-
led rate when the private mills went to the Court and obtained stay 
orders. The representative of· the Ministry of Commerce stated:-

"There was no distinction made between NTC mills and others 
in the pattern of allocation or distribution of yarn. It may 
be added that although several mills went to the court 
and obtained stay order, there were some mms which did 
not go to the court and continued to supply yarn under 
the Yarn Control Order. We were faced with an untenable 
position while a large number of mills had ohtained stay 
order, some law-abiding mills and the NTC were comply-
ing with that order and they were haro-hit. At the same 
time, I would like to add that once the case had been 
laun~hed by the private parties against the Government 
the Government felt it its duty to defend its stand and 
this was established by the Supreme Court judgement 
which held that the Government had the inherent power 
to decide the price of an essential commodity like yarn 
without necessarily going into a detailed cost examination 
of the Tariff Commission type, if it felt it to be necessary. 
Now, we are having this practical policy of trying to relate· 
the requirement with the production units wherever or-
ganised associations are coming up." 

8.14. Asked about their experience ot: distribution Channels, the 
representative of the Corporation during evidence stated:-

"By and large, we gave to these five channels. This also led 
us to another difficulty when the distribution channels 
were officially removed by Government. The agents of 
the mills who were there by virtue of contracts threatened 
us that they will go to court of law. Since the distribu-
tion cO'ltrol has been removed, the party concerned said. 

"1 am the agent". 
The present marketing system is that we will not be having 

any sole selling agent. The products have got to be mar-
keted through the area agents. A Committee will be there 
for selecting those agents, and recommending the names 
to the Supervision Committee of the Mill. The Super-
vision Committee will consist of State Government offi-
cials, our regional officials, etc. They will be finalising the-
area agents." 
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8.15. Asked whether the Corporation has made any arrangements 
-;to. ensure that their yarn actually reaches the handloom weaver and 
-WIthout changing many hands in between, the representative of the 
..corporation stated during evidence:-

"In Nagpur there is a major handloom sector. In the states 
of West Bengal, Tamil Nadu, UP and to a certain extent 
possibly also Madhya Pradesh, when this control was ope-
rative, there used to be requisition from the Director of 
Bandlooms. In the case of Tamil Nadu the entire yarn 
produced by the mills used to be handed over to the 
Director of Handlooms. We did this. And when the price 
control order was removed, the prices were fluctuating 
and going up, and the Director of Handlooms was not able 
to lift it, or they were not lifting it. So, again it had to 
go to the private sector channels. Whatever may be the 
fluctuations in the market, we would like to hand it over 
to the Director ot: Handlooms, if he is prepared to make 
a settlement. But at the time when there is price control, 
he comes and asks us, but when the control is lifted, he 
is not able to lift the yarn. When he is not able to lift 
it, I canot keep the product in my house, and I have to 
sell it again through the normal trading agencies, that is, 
the private channels." 

• * * * • 
This was exactly the problem which came to our notice about 

a month back. There is no price control on yarn at present 
in Gujarat. 

We find that whatever yarn is sold it is sold in the following 
way. There was a certain consortium of the buyers of a 
particular product of the mills. They had a syndicate, and 
they sold to each other and they consulted each other 
before they tendered their prices to the mills. 

We suggested to various people that whatever limited num-
ber of handloom and weaver organisations ~xisted, and to 
whom this yarn was ultimately sold, should combine into 
a body to whom we would be prepared to give, at tendered 
prices, that is, prices tendered by the merchants. This 
has created a difficulty in the working of the mills, because 
nobody will tender, but we are prepared to face it. The 
prices at which they were getting from the merchants 
were higher than the price quoted in a particular tender. 
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We said, a.11 right, you can quote and we ahall help you 
also financIally, because there is a lot of financing which 
goes on" after the sale in the mill. So, we said we do not 
mi~d, even iii you pay us after fifteen days, if it is not 
agamst cash delivery. But we shall prevent a syndicate 
between the merchants and the buyers. What I am em-
phasising is that for the Government-manag~d mills, it 
would be good if they select their actual users, and we 
shall avoid a lot of malpractices, but there must be an 
organised body which lift the yarn and pay for it at the 
agreed time. The organisation has to be created. Other-
wise for us to sell to the actual users is always better than 
giving it to the merchants because they have always a 
syndicate." 

8.16. Asked during evidence as to when the control order was 

lifter, and what was the scheme for distribution of controlled yarn 
:and whether this scheme was to the benefit of the consumer, the 
representative of the Ministry of Commerce stated:-

"The scheme was introduced with effect from 13th January, 
1973, after one set of discussion with the officers and an-
other discussion at the ministerial level with the State 
Governments. The State Governments were requested to 
agree to handle the distribution of yarn within the States 
to the weavers concerned. The responsibility of the Tex-
tile Commissioner was for assessing the production capa-
bilitiE~s of the mills and making what we call count-wise 
allotment of yarn from those mills to the respective State 
Governments, having regard to their pattern of consump-
tion of yam in those States. I would admit that this task 
was stupendous. Further, the Textile Commissioner had 
not assessed the detailed yarn requirements, which in the 
intervening years had increased by leaps and" bounds be-
cause of the increase in the handlooms and powerlooms in 
the country. Therefore, the best was done with whatever 
-data and material were available. It did happen in some 
cases that the yam allotments were not fully in keeping 
with the actual demand pattern. Actually, in the case of 
certain mills where the production pattern varies, the al-
lotment had to be done count-group-wise and not count-
wise. This did lead to difficulties. But in some States 
where the distribution machinery was geared up by the 
:State Governments I must say, a fairly reasonable pattern 
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of distribution was followed. Yet, in some States we found 
very many difficulties cropping up." 

8.17. The Committee note that the NTC mills are producing sale-
able yarn and as there is a great shortage of yarn in the country to 
feed the decentraJised sector of handloom and powerloom, these mills 
are stated to have always endeavoured to supply yarn predominantly 
to these sectors. During 1.971 and 1972, t.hese mills, by and large sold 
their yarn within the country through dealers/arcll agents to' each 
of the States but in March 1973. the Textile Commissioner issued an 
order on price and distribution control of yarn under which the yam 
was to be distributed through the prescribed channels. When the 
control order was issued, some private sector mills and a number of 
yarn merchants filed writ petitions in the ,'arious High Courts and 
got stay orders but the NTC mills did not resort to any such action 
and abided by the Government orders regarding control on price. 
As a result, the private mills sold the yarn at open market price 
which was higher than the controlled price fixed by the Textile Com-
missioner while the NTC mills could sell it only at the controlled 
price and thus lost about Rs. 9 crores on this ncc~unt. The Commit· 
tee regret to note that the law abiding public sector mills had to incur 
such a heavy loss while the private sector mills reaped profits in the 
sale of yarn at open market prices. The Committee arc not sure 
whether the yam produced by the NTC millS has been purchased by 
private merchants at controlled prices and ,sold at open market prices 
through the private sect.or mills thus making heavy profits at the 
expense of the public sector mills. 

8.18. This was an untenable situation when law abiding agencies 
sutlered and those which challenged the laws prospered. The Com-
mittee feel that DO one who defies an order given in pubfic interest 
should be allowed to eet. away with unconscienable profit. The Com-
mittee also feel that Government should not have kept silent over 
this issue but should have come to the rescue of the NTC mills and 
taken steps to save these mills from a loss of Rs. 9 crores. They hope 
that a lesson will be learnt from it and such 8 situation will not be 
allowed to arise in future. The Committee recommend that NTC" 
should consider the feasibilit.y of selling the yarn directly to the Mills 
instead of through private merchants. 

8.19. The Committee further note that the Government have lifted 
the price and distribution cont.l"ol on yam since last year and the 
products are now marketed through. area agents openly. They were' 
informed that in certain areas of Gujarat, certain buyers formed 8" 
syndicate and managed to buy yam from NTC mills at low prices 
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and then to sell it. to h.ndloom and weaver organisations at a pre-
mium. The NTC Q1ills, however, seem to have sUgPttH that it 
would be in the interest of the handlooms and weavers to combine 
themselves into a body and buy their requirements direct from the 
mills instead of through intermediaries, and the NTC were prepared 
to help them in regard to the payment terms. The Committee agree 
that this is a step in the right direction and recommend that the cor-
poratiOn should examine the feasibility of seUing the yarn direct to 
the handlooms and weavers or to organised bodies of 
the weavers to eliminate profits by middlemen and to avoid malprac-
tices in the distribution of yam. The Committee also recommend 
that the State Governments should be asked to gear up their distri-
bution machinery to ensure that the yarn allotments follow the 
actual demand pattern and distribution of yarn is made to the users 
in the best public interest. 

C. Sale of Controlled Cloth 

8.20. Until October, 1972, controlled cloth was being distributed 
through the normal trade channels. With effect from 9th October, 
1972 however the distribution of controlled cloth has been brought 
und;r statutory control. The distribution has been restricted to the 
-following five channels: 

(i) (a) Mills' own retail shops; and (h) Mills' authorised retail 
shops in semi-urbani semi-rural areas; , 

(ii) Super Bazars in the co-operative sector; 

(iii) National Co-operative Consumers' Federation and the chain 
of co-operative institutions affiliated to them; 

(iv) Fair Price shops run under the aegis of the State Govern-
ments; 

(v) Any other agency in the co-operative sector specified by 
the State Governments concerned. 

8.21. The mills are required to intimate their production and ~tocks 
of controlled cloth to the Textile Commissioner at the ~eginnmg. of 

th The Textile Commissioner makes State-wlse allocatlOn every mon . h 
th b sis of population. The actual movement of bales from t e 

o~ll ~ a arious destinations in different States is coordinated by the 
~ / 0 IV co-operative Consumers' Federation, which ~lso act~ as ~ 

a lOna k t th mills The Textile Commissioner has Issued 
~~:r~~~l:~~~; ~~rt~er e guidelines for implementation by the State 

Governments; 
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(i) Steps may be taken to reach controlled cloth to semi-urban 
centres with a population of 15,000 to 20,000; 

(ii) The ration cardslhouse hold cards, etc. may be made the-
basis for the sale of controlled cloth; 

(iii) Cloth may be sold to people with a monthly income of less 
than Rs. 400. 

8.22. During evidence, the representative of the Corporation in-
formed the Committee that under the present instructions of the 
Government and the Textile Commissioner they could sell only 10 
per cent of their production of controlled cloth through their own 
retail outlets and the balance 90 per cent had to be sold through the 
National Cooperative Consumers' Federation. 

8.23. To a question as to how many shops they had opened the 
Committee were informed that the Corporation had opened 500 retail" 
outlets. Then the Textile Commissioner issued an instruction saying 
that the retail outlets of the mills should not be given to authorised 
persons and these outlets should wholly be manned by the staff of 
the mill. The second condition was that all the inventories in the 
shop must be held on behalf of the mill. The representative of the 
Corporation further stated:-

.... 
.... • 

"The point is that if we have to set up a distribution channel 
of our own retail outlets in the country, then this controlled 
cloth production which constitutes 25 per cent of our totar 
production should also be available to us for distribution 
through these channels. If it is not available to us, it 
means that the entire overheads of the distribution system 
have to be borne by the balance production. This has two' 
aspects. If we have to sell controlled cloth also through 
our channel, we will go and establish our outlets even in' 
the rural areas and along with this controlled cloth we will 
also sell our non-controlled' cloth there but if we are de-
prived of controlled cloth, we cannot extend to rural areas 
and we have to confine ourselves to th£' urban population 
where' there is greater demand for the rest of the produc-
tion. So we feel that if we set up a distribution system, 
this restriction that we cannot sell our own production in 
controlled cloth through this system is a limiting factor 
which must be removed and we must be enabled to sell it 
there. The Textile Commissioner's qiftlculty is that the 
facility which is not available to the private sector mills 
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he cannot allow to the NTC mills. So, the point for decI-
sion is whether a distribution system, set up by NTC-' 
which will fall in the category of a public distribution 
system should be equated with the private marketing sys-. 
tem being operated by the other nrivate mills. We feel 
that if we set up a public distribution system, it should 
Dot be compared with the private distribution system." 

8.24. Asked whether they ever thought of selling their goods 
through depot system, the representatives of the Corporation stat-
ed:-

"This is pre'Cisely the point I am making. We want to have 
a retail outlet distribution channel under the NTC which-
has combination of different systems. In bigger place I can 
have an outlet wholly manned by our staff. But in other 
areas we can set up our own depots to which we can link 
30 to 40 retail outlets which may not be manned by our 
own staff but by persons who follow our discipline. My 
difficulty is that if I put up a separate shop for the purpose 
of distribution, then I must have my economics worked 
out on my entire production instead of production minus 
controlled cloth. . . . . . .. I am not seeking a permission just 
today that Government should allow us to sell 100 per cent 
of our production of controlled cloth through our outlets. 
But I want an assurance that the percentage of controlled" 
cloth through my outlet will be increased as and when I 
will be able to build up my distribution system. Now, I do' 
not have the assurance that this 'Production will be avail-
able to me. It becomes a limiting factor to the manner in 
which I should proceed ....... . 

We have the advantage of our 103 mills spread over practically 
all over the country. So, we already have the base in all 
the States and we can gradually go on setting up the sys-
tem. One of the objectives which is laid down in the Act 
is that the cloth should be available at cheaper prices. 
Now, unless I remove a series of intermediaries in between~ 
I cannot achieve this object." 

8.25. On being asked whether it was correct that the NTC did not 
experience any difficulty in selling their products becawse the climate' 
in the countrv was largely favourable to textile industry, the Com-
mittee were i~formed as under:-

"Our products have been moving through the .arkets except 
during the last three months. But I will not admit that 
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it is because of following the traditional methods of sale. 
Our experience in the last two IJr three months" has been 
that we have reduced the prices to the extent of 20 to 30 
per cent on our products and by doing so, our losses will 
be of the order of Rs. 9 crores. But the benefit of this re-
duction in prices has not been felt by the consq.mer. There 
is a reason for this, There are various intermediaries 
which do not allow the benefits of prIce ~eduction to pass 
on the consumer. By passing all these intermediaries, we 
can directly give the benefit to the consUmer. These inter-
mediaries are holding up the consumer to ransom. In the 
last two or three months, they have been securing all sorts 
of reductions from us but the benefit does not go to the 
consumer. " 

8.26. The Committee were informed that uptU now, the retail out-
lets which the Corporation had opened, were retail outlets of indivi-
dqal mills. Now they were opening two big stores in Delhi, one in 
Super Bazar and another in Karol Bagh, within two weeks where 
they will be bringing all their best products. 

8.27. Asked about their experience of the National Cooperative 
"Consumers' Federation to whom they have to hand over 90 per cent 
of their production of controlled cloth, the representative of 
,the Corporation stated:-

"As a producing mill we have been judging them only in a 
very liJnited fashion, the promptness with which they lift 
the controlled cloth from our mills and make us the pay-
ment. Whether after they have lifted the controlled cloth 
from us it has reached the consumer is an aspect we have 
not been going into. Our difficulty is that in the present 
system of allocation, there is a time lag of about two to 
three months between the controlled cloth being produced 
in the mill and the payment for it reaching our mill. We 
have been bringing it to the notice of the NCCF and the 
Textile Commissioner that this gap must be reduced be-
cause we suffer a considerable loss in producing the con-
trolled cloth and if on top of it we have to hold inventories 
for two to two and a half months, it is an additional 
burden." 

8.28. During evidence the Committee asked whether Government 
had any objection if the N.T.C. opened their own shops ~here ~hey 
could sell controlled" cloth as well as their other products, If pOSSible, 
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through unemployed graduates, the representative of the Ministry of 
Commerce stated:-

"&si~alIy th~re. cannot be any dispute if the NTC is in a posi-
tIon to dlstnbute a greater part of its controlled cloth out-
~ut; ~t could be considered, but two factors have to be kept 
10 mmd. One is the financial aspect. It so happens that 
the cooperative structure has access to the cooperative line 
of credit all the way dOwn from the Reserve Bank of India. 
To some extent we are leaning on this line of credit to 
organise the' distribution. The second p-spect is the rural 
distribution aspect. The cost of running a retail outlet, I 
am told, is quite considerable. The economics is not that 
good unless we have a big volume of sale so much so that 
the mills are usually able to open their retail outlets only 
in urban areas where there is a very heavy turnover and 
where it is possible to pay six or seven members of the 
staff etc. If more retail outlets have to be opened by the 
NTC in the' rural areas for a lower volume of turn-over, 
I think, it is a matter for them to examine whether the 
economics is all right." 

8.29. Asked whether the Government had ensured that the Con-
trolled Cloth was sold only to the weaker sections of the population, 
low income groups and Jhuggi Jhonpri areas and at regulated prices, 
the representative of the Department of Civil Supplies stated:-

"At the State level, retail distribution is within the ambit of 
the State Governments. And for that matter, the National 
Cooperative Consumer Federation can assist the State Gov-
ernment through State level cooperatives in the process 
of implementation of the guidelines issued by the Textile 
Commissioner. But basically it is the State Government 
that is responsible for implementation of the distribution 
scheme in the State. 

With regard to the movement of the stocks from the mill to 
the ultimate consignee, I would like to submit that there 
are two stages in between, the wholesale stage and the re-
tail sales stage. The wholesale stage is the mill from where 
the entire stock moves. After its delivery to the ultimate 
consignee, the distribution takes place under the supervi-
sion of the District level Committees which have been set 
up in the various States, in which the District Collectors, 
Civil Supply Officers and other connecte.d departments a~e 
there. We have not received even a sm,~le complaint In 
the NCCF from the State Governments. 

612 (Aii) L.S.-7. 
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. 8.30. The Committee note that. the distribution of controlled cloth 
IS at present done through five channels viz. mills own retail shops 
or aut~orised ret.~l shops in semi-urban/semi-rural areas, super 
bazars 10 cooperabve sector, National Cooperative Consumers Fede-
ration, fair price shops run under the aegis of State Governments and 
any other agency in the Cooperative Sector specified by the State 
Government. 

8.31. According to the instructions issued by the Government of 
India, the NTC mills, like other mills, can sell only 10 per cent pro-
iuction of controlled cloth through the retail outlets and the balance 
"as to be sold through National Cooperative Conswners' Federation. 

8.32. The Committee are informed that there are 500 retail outlets 
of the NTC mills, which according to the instructions of the Textile 
~ommissioner, have to be manned only by NTC under its own staff 
and not to be given to authorised persons and all the inventories in 
the shops must be held on behalf of the mill. As NTC mills are 21-
lowed to sell only 10 per cent of the controlled cloth production 
through their retail outlets, almost the entire over heads of distribu-
tion have to be borne by the balance production. The Committee 
are also informed that if the NTC is allowed to sell all the control-
led cloth production of its mills through its own distribution system, 
it can establish its outlets in the rural areas also where they can sell 
the controlled cloth along with non-controlled cloth; otherwise, the 
Corporation has to confine itsef to the urban population where there 
is greater demand for the rest of the produdion. NTC is of the view 
that its distribution system, which falls in the category of public dis-
tribution system, should not be equated with the marketing system 
operl!ted by the private sector mills. The Corporation is also of the 
view that it should be allowed to set up outlets wholly manned by its 
own staff in bigger places but in other places, it should be allowed to 
have outlets which are under its discipline and arc manned by its 
statl for sale of controlled cloth. 

8.33. The Committee are informed that though one of the objec-
tives laid down in the Nationalisation Act is that the cloth should be 
available at cheaper prices, when the NTC mills reduced prices of 
their production to the extent of 20 to 30 per cent, and incurred the 
loss of about Rs. 9 crores in the exercise, the benefit of this reduc-
tion in prices was not passed on to the consumers by the intermediar-
ies. 

8.34. According to the Ministry of Industry and Civil Supplies, 
basically t.here cannot be any dispute if the NTC is in a position to 



91 

distribute a greater part of its controlled cloth output and establish 
the outlets in the rural areas if it considers the economics of the pro-
posal alright. The Committee alse recommend that the Corporation 
should in consultation with State Governments evolve a procedure 
to ensure that the benefit of controlled cloth sold through the retail 
outlets actually reaches the consumer. 

8.35. The Committee are of the opinion that with thc nationalisa-
tion of the 103 mills, the NTC should like cooperatives, super bazars 
and fair price shops etc., come under the public distribution system 
and therefore,. the restriction that only 10 per ccnt of controlled cloth 
should be sold through mills' own retail outre.s which has been im-
posed on all the textile mills (including NTC mills) shoud not be 
made applicable to the NTC Mills. The Committe~, therefore, recont-
mend that Government should consider the feasibility of allowing 
the Corporation to selI controlled cloth produced by N.T.C. mills 
through the Corporation's own retail outlets along with other non-
controlled varieties of cloth, to enable the NTC to sell/distribute the 
controlled cloth in the rural areas also and thus help the actual con-
sumer in getting the cloth without difficulty. 

8.36. The Committee also recommend that in order to ensure an 
equitable distribution of controlled cloth eft'orts should be made to 
locate the retail shops from the district level to the block level. The 
Committee expect t.hat the Corporation would no doubt examine the 
economics of opening such retail outlets before establishing outlets in 
new areas including rural areas. 

8.37. The Committee would also like that the Corporation should 
consider establishing in the retail outlets a separate section solely 
for the distribution of controlled cloth so that the common mall may 
not have. any difficulty in the purchase of controlled cloth. 

8.38. The Committee note that under the pres(mt system of allOCA-
tion of controlled cloth. there is stated to be a time-lag of 2 to 3 
months between the controlled cloth being produced in the mills of 
NTC and the payment for it reaching the mills and this difficulty has 
persisted even after it has been brought to the notice of Textile Com-
missioner and the National Cooperative Consumers' Federation. The 
Committee would like the Government to streamline the procedure 
so as to ensure that the NTC mills get prompt payment for the con-
trolled doth produced by them and are thus saved (rom this addi-
tional financial burden. 



IX 

EXPORTS 

9.1. As mentioned in an earlier chapter of this report, Government 
have made it obligatory on the part of the industry to produce certain 
quantities of controlled cloth as well as to export certain quantities. 
With effect from 1st January, 1973, the export obligation has been 
fixed' at 16 per cent of the products. The scheme was further revis-
ed with effect from the 1st October, 1974, and a combined obligation 
of 30 per cent for production of controlled cloth and exports was 
impo:sed on the textile industry. 

9.2. The exports of cloth by the Government managed mills during 
the years 1971, 1972 and 1973 has been as follows:--

Year 

1971 

1972 

1973 

1974 

Obligation Quantity Value of 
(Million actually Expert 

Sq. Metr(8) exported (Rs. in 
(Million cror es) 
Sq. metres) 

Nil 30'02 3·8 

Nil 66'28 8'7 

98 '08 1J8·0 21'9 

52 '6 12·8 
--'--'- -

9.3. It will be seen that the export obligation of Government 
managed mills during 1973 was exceeded. According to the Corpora-
tion the various varieties of cloth exported by the Government man-
aged mills were: sheeting, long cloth, dyed and printed poplins, 
towels, terry ... towels, carded napkins, sarees, loongies, etc. The im-
portant countries to which exports made were: Australia, BangIa 
Desh, France, Japa,n, Poland, Singapore, U.K., U.S.A., and U.S.S.R. 

9.4. With regard to the future plans of export by the Govern-
ment managed mills the Corporation stated that a study on the 
marketing system of products of Government managed mills had 
been entrusted to the National Council of Applied Economic 
Research. The report of N.C.A.E.R. was expected shortly. How-
ever, the Committee find that in their preliminary report, the 
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NCAER have made a suggestion that in regard to exports NTC 
should create a fully owned M8I1'keting Subsidiary known as NTC 
(International). This subsidiary would be managed by the Direc-
tor (Marketing) of the National Textile Corporation who would 
act as its executive vice-president. It should have a fully func-
tional board consisting of three Directors who would be incharge 
of: 

(A) Director Exports sales and import of raw materials, if 
any. 

(B) Director Incharge of Production of export fabric. 

(C) Director Incharge garment manufacture. 

9.5. The N.C.AE.R. has also suggested that the export obliga-
tion of all the subsidiaries should be taken over by the N.T.C. (I) 
which should procure orders abroad and reqUisition required sup-
plies from the e'Xti3ting milh> to satisfy those arders. The NTC 
(International) should during a course of next 4 to 5 years establish 
a couple of textile units to produce fabric which would be devoted 
entirely to exports. It has recommended that NTC (International) 
in collaboration with Regional Subsidiaries should take up large 
scale gannent manuiaCltUlrfng. Also the NTC (~nternational) 

should arrange for the import needed by NTC and its subsidiaries. 

9.6. Asked about the agency through which the Government mills 
export their products, it was stated that exports are done through 
approved Export Houses/Merchants who are on the panel of Text-
ile Promotion Council. The voluntary export scheme (;perated by 
the Indian Cotton Mills' Federation decided that the export obliga-
tion for 1974 be worked out on the basis of either 5.16 square metres 
pet 100m shift worked or 16 per cent of pack~d production in sq. 
metres of the mills taking the loom working. The period for calcul-
ating this has been taken f·rom July, 1973 to June, 1974. Under this 
scheme, the obligation of the Government mills f()r the year 1974 
would stand at approximately 90 million sq. metres of exports. 

9.7. The voluntary export obligation operated by the ICMF stands 
closed w.e.f. 30th June, 1974. In other words the obligation on pro-
rata basis for the Q()vernment mills for the period Januflry to June, 
1974 would work out to approximately 45 million sq. metres. Against 
this the Government mills have exported 28.4 million sq. metres 
valued at Rs. 6.83 crores. As per the figures supplied by the Mills, 
the exports done by the Government mills for the period Jul~Sep
tember 1974 was of the order of 7.5 million sq. metres valued at Rs. 
2 cror~s. Thus the exports made by the Government mills during 
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the period January-September, 1974 works out to approx. 36 million 
Sq. metres valued at Rs. 9.00 crores approximately. 

9.8. AE. regards increase in exports as a result of the moderl'l.isa-
tion of the mills, the Committee were informed during evidence by 
the representative of the Corporation as under:-

"We also made an assessment regarding exports. In some of 
our programmes, we also included it both in the loom-stage 
as well as yarn '.Stage to see whether we can improve the 
export performance of certain qualiti'es. Out of the 11 
mills, 8 have completed modernisation and three are al-
most on the verge of completing modernisation. I have 
taken the figures of export of these mills. In fact, New 
Bhopal Textile Mills, Madhya Pradesh, increased their ex-
ports from a level of 1.36 lakh metres in 1971 to 15.32 lakh 
metres at a value of Rs. 29.95 lakhs in 1973. Swadeshi 
Mills, increased their exports from a level of 36.65 lakh 
metres in 1971 to 56.10 lakh metres in 1973. In the initial 
stage, in terms of both production and exports, the first 
phase of modernisation, has paid dividends." 

9.9. The representative of the Corporation stated during evidence 
that though one of the objectives of the National Textile Corporation 
was to set up new export-oriented mills, due to the large number 
of. units which they had to rehabilitate and modernise, it was con-
sidered by Government to devote all attention to their rehabilitation 
instead of starting fresh units in the Fifth Plan. The Corporation 
stated that after they had organised these mills, it was quite possible 
that they might start some fresh mills. 

9.10. Asked whether the mills get any cash assistance subsidy 
from the Government or the Indian Cotton Mills' Federation on ex-
port of Cotton Textiles, the Corporation in a written note stated:-

"Cash assistance equivalent to 5 per cent of the value was aU-
owed for exports, over and above this depending upon the 
distance upto an extent of 3 per cent. From 1st JUly, 1974, 
5 per cent cash assistance has been discontinued by the 
Government. All these subsidies were routed by the 
Government through I.C.M.F." 

9.11. As regards the effect of the levy of an Export Promotion Fee 
charged by Indian Cotton Mills Federation on the working of NTC 
mills, the Management in a written reply stated: 

"A.s per the policy of ICMF, NTC Mills were expected to con-
tribute Rs. 1.19 crores during 1973 and Rs. 0.32 crores dur-
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ing January-March, 1974 as spindle and loom levy. As 
against this the NTC mills are likely to derive benefit to 
the extent oti Rs. 1.10 crores during 1973 and O.I~ crores 
during January-March, 1974. The benefit has been worked 
out by 5 per cent on the total value of exports during the 
periods mentioned above. Thus it can be seen from the 
above that as against the payment of Rs. 1.51 crores which 
the NTC mills would be paying to ICMF, the ICMF in turn 
will be giving back to the NTC Rs. 1.29 crores (mly. There-
fore, there will be a loss to the extent of Rs. 0.22 crores. 
The I.C.M.F. has stopped collecting spindle and loom 
levy with effect from 1-~1974." 

9.12. Asked about the proposal to set up of a separate Subsidir-
ary Corporation for Exports, the Corporation stated:-

"The overall ma-rketing strategy of the NTC will be formula-
ted after the National Council of Applied Economic Res-
earch has submitted its final report. In regard to the 
exports also, the NCAER is expected to make certain 
specific recommendations. However, a proposal to have 
a separate Export Division is under consideration of 
NTC and at this stage there is no decision taken to set 
up a separate Subsidiary Corlporation for export of 
textiles. " 

9.13. The Committee pointed out that the credit policy announ-
ced by the R.B.I. on 29th October, 1974 emphasised that there 
should be no slackening of export effort and that the special re-
quirements of export credit should continue to be accorded higher 
priority and asked the Corporation's views about the current cre-
dit policy of the R.B.I. vis-a-vis export of textiles by the nationa-
lised mills. 

9.14. The Corporation in a written note stated:-
"In the past also, Reserve Bank of India had given instruc-

tions to the Banks to provide separate export credit upto 
the packing point and each bank is to get this amount 
refinanced from Reserve Bank of India. This refinancing 
facility has been stopped since last October by the Reserve 
Bank of India. Although it has been emphasised that 
there should be no slackening of export efforts, the 
Banks are reluctant to give any special credit facilities 
because ot which the liquidity position of the mills is 
adversely affected." 
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9.15. T~e f?llow~g penalties were prescribed for non-fulfilment 
of the obligations In respect of production of controlled cloth and 
cloth for: export:-

I • 

(a) A penalty of Rs. 2.50 per metre was prescribed for non-
fulfilment of )the obligation to produce a minimum of 
24 per cent of the output in the controlled categories of, 
cloth. The obligation to export was retained at 16 per 
cent and the penalty rate for the non-fulfilment of this 
obligation kept at Rs. 0.30 per sq. metre. Inter-mill 
transfer of obligation in respect of exports and cont-
rolled cloth was, however, allOWed, making for "Sale" 
of the obligation at a price (to be determined by trans-
feree and transferee mills). 

(b) A set off of 1 metre of controlled cloth for every 3 met-
res of cloth exported oveI' and above the mills' oblig-
ation o~ 16 per cent was allowed. 

9.16. In partial modification of the above, from 1st October, 1974 
the control and exports obligations have been amalgamated with 
a combined obligation of 30 per cent of the mill production and pen.-
alty of Rs. 2.50 per sq. metre for non-fulfilment; and the rebate 
in controlled cloth obligation is allowed at the rate of one metre 
of controlled cloth for export worth Rs. 5/- f.o.b. in respect of piece 
goods and Rs. 7.50 f.o.b. in respect of garments. 

9.17. Explaining how the present combined obligation of 30 per 
cent was to the disadvantage of the NTC mills, the Corporation, 
in a written note submitted to the Committee, stated that n' •••••• 

immediately after the penalty for non-fulfilment of the controlled 
cloth obligation was increased from Rs. 1.0 to Rs. 2.50, the affluent 
mills, represented in the Indian Cotton Mills' Federation, took up 
the question of increase of penalty from 30 paise per metre to Re. 
1 per metre of non-fulfilment Of export obligation. As the bur-
den of this increase was likely to fall again on the weaker mills, 
this policy was resisted on behalf· of the National Textile Corpora-
tion in the I.C.M.F. It was at this stage that the present scheme 
of combined obligation of 30 per cent was initiated by I.C.M.F. 
Under this scheme the penalty imposed for the non-fulfilment of 
controlled cloth, of Rs. 2.50 per metre automatically became appli-
cable to the export elements in this combined obligation. The 
afBuent mills with greater export capacity were thereby able to 
achieve the increase in the rate of penalty for non-fulfilment of 
export obligation, from a level of 30 paise per metre to Rs. 2.50 
per metre. Another benefit secured by these mills was an offset 
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~f their controlled cloth obligation on the unit F.O.B. value of 
s. 5 on exports ...... As the machinery in the sick mill' 't bs I t ·t· h s IS qUI e 

~ 0 e e, 1 lS ardly possible f()r these mills to produce good qual-
It~ c~oth whit:h may fetch. export market. ..... It is necessary to 
hIghlight the fact that whIle In the production of every metre of 
controlled cloth, there is a loss of Rs. 1.40 per metre there is no 
such fixed loss in the case of exports per metre. Th~ advantages 
available to. affluent exporting mills under these schemes, enable 
them. to quote their cloth at competitive prices .... This policy res-
ults In the weaker mills fulfilling the important social obligation 
of. contr.olIed ~lot~ at a loss, while the exporting mills escaping 
thIS socIal obbgatlon and making profits on t>xports. The follow-
ing suggestions are, therefore, made:-

(i) The present combin~d obligation scheme should be re-
placed by the original scheme of 24 per cent controlled 
cloth and 16 per cent export obligation. 

(ii) The penalties for non-fulfilment of controlled cloth and 
exports should be brought to the level at which these 
were before the combined obligation scheme was put 
into operations, i.e. Rs. 2.50 per metre for non-fulfil-
ment of controlled cloth and Rs. 0.30 per metre for 
nOlll-fulfilment of export obligation." 

9.18. The Committee note that under the export obligation 
scheme, in 1973 the NTC mills exported 118 million sq. metres of 
cloth which was mOJ:e than their obligation of !}8 million sq. metres; 
in 1974 they could, however, export only 52.6 million sq. metres. 
ThoUlh the NTC has not yet been able to open new export-oriented 
mills. which is one of its objectives, the Committee are glad to note 
that the first phase of modernisation of eight mills has started paying 
dividends in terms of higher exports. The Committee stress that 
the modernisation schemes should be implemented expeditiously so 
that the mills may be in a position to step up their production and 
improve exports. The Committee understand that a study on the 
marketing system of products of Government-managed mills had 
been entrusted to the National Council of Applied Economic Research 
which is ecpected to make specific recommendations in regard to 
exports also. The Committee, however, find from the preliminary 
report given by the NCAER, that the NCAER has suggested the 
creation of fully owned Marketing Subsidiary known as NTC 
(International) to be managed by the Director (Marketing) of the 
NTC and its board should have three directors viz. Director, Exports 
sales and import of raw materials if any; Director Incharge of Pro-
duction of export fabric and Director Incharge garment manuf.e-
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turc. The NCAER have also suggested that during a course of next 
4 to 5 years the NTC (International) should establish a couple of 
textile units to produce fabric devoted entirely to exports and NTC 
(International) should take up large scale garment manufacturin, 
in oollaboration with regional subsidiaries. The Committee are 
informed that as soon as the final report is received the Corporation 
would be taking a decision as to how the exports are to be organised. 
The Committee would, however, recommend that NTC should con· 
sider exporting their products directly on their own rather than 
throu,h private merchants. 

9.19. The Committee further note that the Reserve Bank had in 
the past given instructions to the Banks to provide separate export 
credit upto the packing point and each Bank was to get this amount 
re-financed from the Reserve Bank. The refinancing facility has 
been stopped since October, 1974 by the Reserve Bank. The Banks 
are now relUICtant tA» give any special credit facilities because of 
which the li',quidity position fYf the mills and consequently the ex-
ports efforts are adversely affected. As the export efforts deserve 
encouragement in national interest, the CommiUee would like the 
Government to look into the credit needs of exporting mills of NTC 
and take steps to ensure that their export efforts are not slackened 
because of credit curbs. 

9.20. The Committee also note that the combined obligation 
scheme in respect of controlled cloth and exports is affecting the 
interests of the NTC mills adversely. They have dealt with this 
question in an earlier chapter and given their recommendations in 
tbis regard. 



x 
FINANCIAL MATTERS 

A. Finaneial Position 

10.1. The NTC was set up in 1968 with an authorised capital of 
Rs. 10 crores which was subsequently raised to Rs. 15 crores. The 
Board of Directors of the Corporation at its meeting held On 23rd 
August, 1974 considered the question of increasing the authorised 
and paid up capital of the Corporation in the light of the require-
ment of funds in the Fifth Five Year Plan and to allot shares to 
Central Government in consideration of assets' if transferred to NTC 
in the eventuality of nationalisation of 103 Sick Textile Under-
takings. The Board after considering the matter in detail decided 
to approach the Government for' iJilcreasing the authorised capital 
from Rs. 15 crores to Rs. 75 crores for the present. The Ministry of 
Industrial Development have in September, 1974 communicated the 
approval of the President, to the increase in the authorised capital 
of the Corporation from Rs. 15 crores to Rs. 75 crores. 

10.2. The table below summarises the financial position of the 
Company under broad headings for the last 3 years. 

LIABILITIES 

(a) Paid up Capital . 

(b) Reserves & Surplus 

(c) Borrowinp 

(i) From Bank Cash Credit 

(ii) Frol1l Government of India 

(-t) Tr<li~ dU~8 & other current liabilities (including 
provisions). . • . . . 

TOTAL • 

99 

(Rs. in lakhf.) 

1971-72 J972-73 J973-74 
--.~--..----

S87'SO 883'9S IJ27'So 

18'60 45'03 76·8J 

777'34 JI84'?4 ]4<3',7 

. ... 
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(Ra. in lakhs) 

ASSBTS 
J97 1-73 J972-73 1973-74 -._----------

(e) Gross Block 

(f) Less Depreciation 

(I) Net fixed ~8ets 

(h) Current Assets. Loans & Ad vances , 

(i) MisceU.,ous Bxpenditure . 

Capital Brnployed 

Net warth 

3'40 

0'29 ---3'll 

1493'34 

----
1495'45 ----
1442.33 

606'10 

6, J7 8'76 

0'98 J 76 _._-- ----
S'I9 7'cO 

2408'78 29S9'62 

0'52 0'26 
--.- , 
2414'49 2966 -88 ---- ----
2326'62 28J7'33 

928'46 neil' (S 

NaTB :- (i) C"ltal emphy.l.i r.lpr.l8enta net flxe4 assets plus working capilal. 

(ii) \let \'V.>rth represents p~d'up ~pitalplus reserves leBS intanaible asseta. 

Capital Structure 

Debt equity ratio 
1.25:1 in 1973-74. 

was 1.32:1 in 1971-72, 1,34:1 in 1972-73 and 

WorkiD, Beaul*, (NTC) 

10,3, The income of the Company arises mainly from interest on 
loans to Textile Mills and service charges on cotton sales. The 
working results of the Company for the last three years are tabulated 
below:-

(RI, in lakh~,) --_. __ ._-" -" -_._. 
1971-73 1972-73 197:'74 

'a' /"comt 
Intereat 7S'80 IS7'6S 223'2S 

Service Ch~les I'S4 1,80 1'96 

Miscellaneous Inc(lrnc J'SI 2- 89 2-38 -.--- ----
78'85 162'34 227'59 ---- ---- ----

(b) Exp,nditur, 

Interest 32 '119 71'24 106'6S 

Adrnn, & Batt, Bxpenditure . 13'02 28'26 44'16 ---- --45'91 99'50 150 '81 -- - --
(c) Profit before tax 32 '94 62'50 77' JI 

Tax provision 19'00 36'42 45'00 

Prolt after tax 13'94 26'08 :2'11 ---



(d) P.:rcentqe of Profit before tax to 

(iJ Blluity Capital 

eil) Capital employed. . 
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1· J 6·8 

2·1 
------------------------_._-------

10.4. During evidence the Committee asked about the reasons 
for sharp increase in expenditure on the Administration and Esta~ 
liahment of the Corporation, the Managing Director stated:-

"In the month of October, 1972, an ordinance was issued for 
taking over 46 undertakings. So the number of units 
directly managed became 103 by October 1972. The in-
crease in staff and establishment charges was on account 
of these large number of units. The second increase took 
place in 1974 because of revision of pay scales in the 
light of Pay Commission's recommendations. We, in 
the Corporation, are follOWing exactly the Government 
scales and other things. This also contributed towards 
that increase for a period of about one year or so. We 
have not been filling up many posts which are there. In 
the wake of nationalization, the pattern of organization 
may indicate a certain amount of changes and these 
regional offices may not be required. So, for these reasons, 
we have not been filling up the posts. The Act regarding 
nationalisation had been passed only last mon'th and the 
whole structure, at present, is under review and we will 
be winding up our regional offices also. After these sub-
sidiary corporations are formed, we will have another 
look at this." 

10.5. Asked about their comments on increase in the expenditure 
on the Administration and Establishment of the Corporation, the 
representative of the Ministry stated:-

"The Action Committee had given certain organisational 
patterns for headquarters/areas and for subsidiary cor-
porations. So far as headquarters areas are concerned, 
those things are being implemented. But in the case of 
these corporations, they will also do it. The Action Com-
mittee says that it will be implemented both at the head-
quarters level as well as at the subsidiary corporations 
level So far as labourers are concerned, in each mill we 
have found out that there is a marginal surplus. We have 
drawn up voluntary schemes in agreement with the 
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labour union. We want to absorb those marginal surplus 
labourers by our schemes of expansion and modernisa-
tion rather than retrenchment." 

10.6. Regarding the steps taken to increase the profitability of 
the Corporation, the Ministry in a note after the evidence stated as 
under:-

"The profits of the Nati,onal Textile Corporation arise on 
account of the income for various services rendered by 
the Corporation to the nationalised mills. The Corpora-
tion gives loans to the mills at a higher rate of interest 
compared to what it pays to the Government on the loans 
taken for the purpose. As the mills are not in a position 
to pay higher rate of interest, these rates of interest can-
not be increased and hence the Corporation will have 
to be content with the present rate of profitability. A 
higher profitability will have to be aimed at in the 
working of the subsidiaries which will be operating the 
mills. This objective is likely to be achieved with the 
introduction and implementation of a new costing system, 
moderdisation programmes and achievement of higher 
production. " 

Working Results (Mills) 

10.7. When the NTC was set up in April, 1968 there were 16 mills 
in the country which were run under Government management. 
This figure rose to a level of 31 in March, 1971, 47 in March, 1972 and 
103 in October, 1972. 

The table below gives the profit/loss position of the mills for the 
years 1970-71 to 1973-74:-

._-------------------

From the date of takeover. 

Year ending . 

Year ending •• 

Year ending 

All figures provisional 

As on Total Loss 

31-3-1971 

31-3-1972 

31-3-1973 

31-3-1974 

No. CDf (RR. crores) 
Mills taken 

over 

31 

47 
103 

H)3 

18'7S 

7'44 

Profit 
(Ra. crores) 

I' 38 (for 80 running 
mills) 

18' 37 (for 96 rllnning 
mills) 
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10.8. Out of the total cumulative loss of 26.19 crates upto 31st 
March, 1972, Rs. 18.72 crores were the losses incurred by 4 mills 
viz. India United Mills, Bombay, Digvijay Spg. & Wvg. Mills, Muir 
Mills and Sri Bharathj Mills, Pondicherry. All these units were tak-
en over by the Government earlier than the inception of NTC. 

At the end of March, 1973, 103 mills were taken over under Gov-
ernment management of which 80 mills were in production. The 
net operational results during that year on the operations of these 
mills was a net profit of Rs. 1.38 crOTes. During the year ended 
March, 1974, the 96 mining mills earned a profit of Rs. 18.37 crores. 
(Prov.). 

10.9. It would be seen from the table that from a level of Rs. 18.75 
crores loss upto March, 1971, the Corporation nas been able to 
turn the corner and reduce the caITy-over losses to Rs. 6.44 crores 
as on 31st March, 1974 by earning Profits of Rs. 19.75 crores in the 
years 1972-73 and 1973-74. The operations in the first two months 
viz. April and May, 1974 as pel' the provisional figures available 
have generated Rs. 3.78 crores of net profit. With this trend cont1-
nuing, it is anticipated that the carry-over losses referred to above 
would be wiped out during this year and the mills would come to an 
over-all net profitability position by the end of March, 1975. Some 
of the main reasons for incurring losses by the mills after the take 
over are enumerated below:-

(i) Some of the mills have remained closed even upto 9 years 
prior to take-over by the Government. The plant and ma-
chineries in most of the mills are as old as 30 to 70 years. 
Due to poor condition of machineries, they could give only 
50 to 60 per cent of their productivity. 

(ii) 

(Iii) 

Due to historical reasons the closed mills have to be 
taken over by Governm~nt as relief undertakings. These 
mills had excess labour force on their roll and they had to 
be employed after take-over also. In some of the mills 
the labour complement in the spinning section is as hieh 
as 11-12 workers per 1000 spindles as against normal level 
of 5-6 workers. Similarly in weaving, the labour comple-
ment is found to be very high (80 wor'kers per 100 looms) 
as compared to the normal complement of 50 workers. 

There has been a constant rise in the wage rates paid to 
the workers on account of increase in D.A. rates etc. The 
average wage cost as a percentage to the total cost for 
spinning mills has increased from 10 to 18 per cent and 
that for composite mills from 18 to 28 pel' cent. 
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(iv) The cotton cost forms _50 per cent of the total Cost of 
production. Due to machine inefficiency and consequent 
higher waste the raw material cost has increased by 5 per 
cent more. Besides the prices of cotton itself have gone 
up, especially from January 1974 by 40 per cent and dur.· 
ing the last one year by 80 per cent. 

(v) Mills in some of the States have to face severe powercut 
ranging from 25 to 60 per cent. Besides in West Bengal, 
the mills were affected by frequent load shedding,) and 
full wages have to be paid for the idle hours instead of lay 
off compensation. 

(vi) Due to certain difficulties in providing guarantees in res-
pect of mills taken over under the Sick Textile Undertak-
ings (Taking over Of Management) Act, bank advances 
were not available. Moreover as a result of severe credit 
squeeze introduced from October 1973, the mills are facing 
shortage of working finance. 

(vii) Mills at the time of take-over had heavy past liabilities on 
which provision for interest has to be made. Further the 
Mills are provided funds for working capital and moderni-
sation after take-over in the form of loans. The interest 
burden worked out to 6! per cent as against the normal 
burden of '3 per cent. 

10.10. Explaining the causes for incurring of losses by the four 
mills, namely, India United Mills, Digvijay Spg. & Wvg. Mills, Munir 
Mills and Sri Bharathi Mills the representative of the Corporation 
stated during evidence:-

"Ln so far as India United Mills, Bombay, is concerned, this 
is the biggest mill that we have in this country. There it 
is a problem of higher labour cost and low productivity. 
All that we hope is that with this Rs. 5 crores which we 
are spending on modernisation, when that is implemented, 
it will reach a level where we can make profit. Similar is 
the case with Digvijay Spg. & Wvg. Mills. We have done 
not only first phase modernisation scheme programme, but 
we have also installed about 144 automatic looms. Now, we 

, have made a special programme for bringing in prepara-
tory machinery. In the beginning of 1974, it had started 
turning the corner. On an average, it has started showing 
profit Rs. 3-4 lakhs. 
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Then there was power cut. At present, the mill is working 
only in five shifts per week. We went to the State Elec-
tricity Board and bought three diesel power generat'or 
sets. Two of them have been commissioned. As a result 
of this, there has been an improvement to the extent of 
20-25 per cent as far as power is concerned. This is the 
problem that this mill is facing. 

As far as Sri Bharathi Mills is concerned, there was as recom-
mendation under CTC Act in 1970-71 that this mill should 
be liquidated. Ultimately this was reconsidered and again 
in 1970-71, Government changed its view. It was stipulated 
that it should be liquidated according to the old CTC Act 
and the restriction procedure should be followed. In fact, 
the case is still pending with the-court. We have also got 
the' comments of the shareholders. We have already sanc-
tioned Rs_ 1 crore for modernisation of Sri Bharathi 
Mills. We. want to implement it. Last year, their perfor-
mance was very good. Last year, they also made profit." 

10.11. Asked as to the number of mills which were lying closed 
or running at loss at the time of their take over and how many show-
ed profits in subsequent years, the Corporation in a written note 
stated that in most of the cases, the accounts had not been prepared 
for a number of years. In those cases, where the accounts had been 
prepared, the balance sheets were not available. As such, it was not 
possible to give figures of details of the mills which were running 
at a loss at the time of take ovet and out of those how many started 
making profits or losses during subsequent years. 

10.12. However, the working results of the mills taken over, for 
the years 1971-72, 1972-73 and 1973-74 are as below:-

---_ .. _-_ .... _--

Mills making profits 

Mille making laste. 

TarAL 

612 (AU) LS--8. 

[971-72 1972-73 1973-74 

No. of Amount No. of Amount No. of Amount 
Mills Mills Mille 

II (+)57'04 

27 (-)800'70 

(-n43'~ 

44 

42 

(Figures in lakha of Rupees) 

(+)482'30 73 (+)1983'81 

{-)343'97 22 {-)147'06 
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10.13. TIle C~ittee enquired whether tile pretti shown by 

tlle mills were not as a res41t 01 the booat in the trade process of 
fextUes. The Cprporauon ltated:-

"the pl"Ofttability was Rs. 138 crores in 1972-73 and during 
1973-74, it was Rs. 18 crores. The Yarn COBtrol Order was 
in existence during 1973, but for which the mills should 
have made Rs. 9 crores extra profit. In fact, the ratio of 
profitability during these two years was calculated at 1:11. 
During 1973, my average realisation per metre of the pro-
duct was at Rs. 1.90. We have been able to get, upto August 
1974, Rs. 2.45/ metre. With this escalation and with the 
escalation in manufacturing costs, we can say that there 
have been trading profits as well as overall improvement. 
There has been a 100fold increase. During 1971, I had pro-
duced 4.1 million kgs. of market yarn afld in 1973, 45 
million kgs." 

l 10.14. Ie this connection, the MinistI"¥ ata~ 'that a part of the 
profit achieved in th~ mills was oe&inly on account of the boost 
in the trade prices of texUes. However, the better management of 
the mills, higher utilisatiop of capacities and implementation of 
modernisation programmes bad also been contributory factors. 

10.lS. 'fbe CaDUllittee D.ote tIlat the delat-equity ratio, as revealed 
by the an .. eial results of the Corporatien, was 1.3!:1 ID 1971-72. 
loM:1 ba 11'12..73 and 1.%5:1 in 197.3-7.. The Committee feel that in 
the interest of better finandal manacement of the CorpOl'aLiOll, it L, 
desirable that the cIe1.t-equity ratio is brought to the recopised pat-
tern of 1:1. 

10.16. The Committee also note that while the working results of 
the Corporation, as auch, showed a profit (after tax) of Rs. 13.94 
lakhs in 1971·72, Re. 26.08 lakhs in 1972-73 and a". 32.11 lakhs in 
1973-74, the mills taken over by the Corporation incurred a lo"s of 
as. 18.75 lakh" from the dat.e of take-over till Mal'c.h, 1971 (in res-
pect of 31 mills) and the cumulative losses rose to Rs. 26.19 erores 
till the end of March, 1972, when the number of mills rose to 78. 
The Mills have been able to tum the corner since then and have re-
duced the carry-over losses to Rs. 6.44 crores as on 31.8t March, 1974 
by earning profits of as. 1.38 crores in 1972-73 {or 80 running mills 
and Its. 18.37 crores in 1973-74 for 96 running mills. The Committee 
are .constrained to note that at the time of take-over of the mills, in 
most of the cases the accounts had not been prepared for a number 
of years and even In cases the accounts had been prepared., 'the ba-
laaee sheets were not available. The Committee are not sure whe-
ther any actloa has been taken apiDst such defaultinc mills for this 



ttl' .. _te at.-.a.. fte CObUnlftee would like to be infOI'DlM W 
tie action takenib recoilstrud those accounts at lellSt now with a 
view tb ucei1alning the correct financial position of the mUla to 
that the Corporitloil ma1 take suitable remedial action to impro.-e 
the Finandal posltioD. 

10.17. The Committee find that out of the total cumulative losses 
of Rs. 26.19 crores a.,to 31st Mareh, J,912 incurred by the Mills Rs. 18.7% 
crores were the losses incurred by only 4 mUls, namely, India United 
Mills, Bombay, Digvijay Spinning & Weaving Mills, Munir Mills and 
Sri Bbarathi Mills, Pondicherty. The Committee were Informed that 
higher laboUlr cost, low produetivity, lack of modernisation were res-
ponsible for the losses,' and as a read of implementation of first 
phase of mooel'lliYtioD pl1»gramDte installation of additional auto-
matic looms; providiDg balahc .... machbtery and also eraction of 
diesel power generation seb etc. now bUttered 1)y the N'l'c to mo-
dernise these mills and iDlpntft tmM!uttlVity, tht!se mills appear to 
be turning ,the eomer. The Committee heed bilrdly point out that 
this underlines the need for taIdIlg up t1l~ mo6rn.batlon proghiJfultes 
on a priority basis. The Committee, therefore, desire that there 
should be a time-bound programme for reIDovation/modemisation of 
the mills and special ,ttention sh.ould he eontlbue to be paid to these 
four mills which have caused such heavy losses to the Corporation in 
the past and that there should be no let-up in efforts already initia-
ted to tum the5e losin, concerns Into prolltable units as early as pos-
sible. 

10.18. The Committee also note that out of the 103 mills taken over 
by the Corpora'tion, 27 mills accounted for a loss of Rs. 8 crores in 
1*71-72, 42 mills for a lo"s of Rs. 3.4 crores in 1972-73 and 22 mills 
for a loss of Rs. 1.4 crores in 1973-74. Some of the main reasons for 
the losses are stated to be low productivity of machinery, excess 
labour force and conse<luent low productivity of labour, rise in wages. 
increase in co. .. t of cotton contcnt due to' inefficiency of machinery, 
power ruts and .. hortage in working finances. The Committee rf'-
co.mmend that the Corporation should takc appro.priate "teps to. ef-
fect econo.mie ... in expenditure, bo.th in Headquarters and subsidia-
ries, intro.duce appropriate system Gf cost CGntrol, imprGve pro.ducti-
vity of machinery and men by speedy implemclltotiGJt of mo.derni-
sation programmes. rationalisation and p'roper deployment of labour. 
The Committee also recommend that the Corporation should conduct 
a cridcal review of the working of the mills and identify the mills 
which would c8ntinue to incur substantial losses and tak .. concerted 
crash meaRures. i~lwlmg di..-ersiftcatioD, if DeeeSsary, with a view 
to improving their financial viability. 
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10.19. The Committee also note that the administration and esta-
blishment expenditUre of the Corporation increased from. Rs. 13 takbs 
in 1971-72 to Rs. 44 lakhs in 1973-74. The Committee are informed 
that the increase in expenditure was due to the increase in the num-
ber of units to be managed by the Corporation from time to time and 
on account of the revision of pay scales in the light of the Pay Com-
mission's recommendations. The Committee have given their re-
commendations in regard to increase in staff strength in a separate 
chapter OIl this Report. 

10.39. The Managing Diredor, NTC; stated during evidence that 
"The Act regarding nationalisation has been passed only last month 
and the whole structure, at present, is under review and we will be 
winding up OUr regional offices also. After subsidiary corporations 
are formed, we will have anoth~ look at this." The Commiaee re-
commend that the Corporation should have a second look at the or-
canisational structure of the Headquarters and the subsidiaries and 
rationaUse 'the stat! strength at .11 levels right from the beginning 
to avoid the phenomena of over-staffing, whick is usual with tbe 
pubUc sector. 

B. System of Accounts and book-keeping 

10.21. In their supplementary Audit Report for 1972-73 the Statu-
tory Auditors have pointed out that no action had been taken so far 
to draw up an Accounts Manual laying down the detailed accounting 
procedures and specifying the financial powers, duties and responsi-
bilities of the various officers of the Company. 

10.22. During the course of their visit to the Regional Offices i.e. 
Bombay and Bangalore, the Auditors observed that services of well 
qUalified, highly paid staff like Chartered Accountants were not pro-
perly utilised i.e. they were sitting idle or were put to clerical works 
like writing of petty cash book etc. This indicated that the highly 
paid staff was recruited without proper planning and administrative 
control. 

--". 

10.23. In this connection, the Corporation in written note stated:-

"(a) Steps taken in the early part of the financial Year 
1974-75 to prepare Accounting Manual. A few chapters 
have already been compiled up. However, in view of the 
pending nationalisation, at that time the preparation of 
Accounting Manual was sU5pended to include new proce-
dure which may be necessary after nationalisation. 
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(b) As regards Western Region Office, Bombay it is stated that 

the~ hav~ tw~ Chartered Accountants holding the post of 
Sernor FinancIal Appraiser and Inspection Officer (Finan-
ce) respectively. Senior Financial Appraiser in the Re-
gional Office in addition to his duties is also given the res-
ponsibility of administration of the whole office which 
otherwise would require the services of a qualified Admin-
istrative Officer. Similarly, Inspection Officer, (Finance) in 
addition to his normal duties, has also been requested to 
supervise the Accounts Section. Moreover after nationali-
sation the Regional Offices have been wound up/are being 
wound up." 

C. Internal Audit 

10.24. In their Supplementary Audit Report for 1972-73 the Sta-
tutory Auditors pointed out that in the absence of effective Internal 
Control over Head Office, Regional Offices and Cotton PW'chase Sche-
me, there were many short comings and violation of the terms of ag_ 
reements. No proper internal Audit Control were introduced since 
the incorporation of the Company in spite of sanctioned posts for In-
ternal Audit Cell. The Internal Audit Manual, already drawn should 
be fully implemented to keep regular check over accounts of tlae 
Corporation and that under Cotton Purchase Scheme. 

10.25. Asked as to why the C.-poration had not introduced inter-
nal audit in spite of the sanctioned posts for Internal Audit Cell, the 
Corporation, in an written note stated:-

uThe question of setting up an effective Internal Audit Divi-
sion in the Corporation has been engaging the active atten-
tion of the Corporation for quite sometime past. A detaiL-
ed scheme Was drawn up laying down the functions of the 
Internal Audit Division which envisaged a scheme of total 
audit with particular emphasis on performance audit. The 
scheme also provided for a suitable organisational struc-
ture to carry out these functions. A committee consisting 
of the Technical Adviser, F.A. & C.A.O., Joint Director 
(Planning) and Chief Internal Auditor was also appointed 
to go into this Scheme and to submit their detailed report 
for the consideration of the Board of Directors of the Cor-
poration. At this stage the question of nation.aUsation ~f 
Gvernment managed mills became a very live IssUe and It 
was therefore considered by the Corporation that it would 
be premature to lay down any organisation for the Interna1 
Audit Division till such time as the Organisational &true-
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ture of the Corporation becan1e clear co~quen' on \.he na-
tionalisation of all the Government managed mUls and the 
formation of Subsidiary Companies etc. In view of this 
pO"'ition, this matter was deferred till nationalisation. Sin-
ce nationalisation has taken place, steps are being taken 
to organise internal audit team." 

10.26. The Committee note from the report of the Statutory Audi. 
ton that the Corporation has not yet compiled the Accounting Manll-
ai, nor has it fully implemented the Internal Audit Manual already 
pl'escribed. In the regional offices of Bombay and Bangalore, the 
accounts staff have not been properly utilised while no internal audit 
control has been introduced, in spite of the sanctioned posts for the 
cell. 

10.27. The Committee are informed that steps have been take- to 
prepare an Accounting Manual early in 1974-75 and work had 'to be 
tnISpended to include new procedure because of nationalisation of the 
Mills. As the mills have since been uationalised, the Committee hoPe 
that the NTC would now lose no time in compilinc the Accounting 
Manual and also organisin& the Internal Audit Units at appropriate 
levels, so as to lay down proper aceountine procedures and to keep 
reruJu checks over tbe accounts and financial transactioD5 of the 
Corporation and the Subsidiaries. The CommittfJe e~t that the re-
sults of brternal audit wwld be reported to the Top Management and 
Board so that suitable remedial action may be instituted in time to 
rectify the deficiencies, if any, brought to notice. The Committee 
alao desire that there should be a system by whkh weekly perfor-
mance reviews on the individual mills are reeelvecl bJ u..e ~1Midia
ry corporations and furnished to the NTe so that the Co.-poratiOli 
may have an opportunity of reviewinr the weekly / quarterly/annual 
pedormance 01 the mills and taking corrective action to remeclJ aDY 
&hort eomiqa not~ed. 
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INVENTORY CONTROL 

11,1. The estimated quantity and value of finished goods and 
cotton with the mills at the end of 1972-73, 1973-74 and September, 
1974 are given below:-

March 1973 March J974 September, 1974 

~y. Value J Q!y, Value Qt)'. Value 
Million. Rs. eros, Million, RI, Cros. Million RI. Cr08. 

I. Market Yam 
(Qty. in KG.) {'77 2'04 Z'SI 4'38 4'19 7. 89 

2. Qerb(Qt,.iA 
Meb:e), 98'64 20'" xu,S. 24'03 !,o' 34 37'2' 

3. Cotton (Qty. fa, 
Jte.) '1,1'4' 11'73 J3'3S 29'S' 24'.7 26'36 

4· Number of ntiU. 
workiaa . 96 96 

11,2, Asked whether the inventory of goods and spares with the 
miU. al1Jo included any quantity which was considered obsolete or 
unsaleable, the Corporation in a note after the evidence stated:-

"The inventory of IPoda and spares with the milia includes 
lOIDe obsolete anti unsaleable items. As a matter of fact, 
carrying of obsolete and unsaleable items in any industry 
cannot be avoided. There is no signin~ant increase in 
obsolete and un saleable items. The' mills have been told 
to dbpose" of the obsolete and unsaleable items by circulat-
ing a list of such items to all ihe mills so that these items 
can be used by any other Mill. The itE'ms would be dispos-
ed of within the organisation as far ~s possible." 

11,S, 'i'a Ii. q~stion whether an¥ ~aximuJll/minimum Hnilts for 
the inventory of Stores/spares etc. had been fix.ed so that actIon may 

,." 111 
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be taken for replenishment of the stores in time, the Corporation, 
in a writtelo reply, stated:-

"The mills are generally having maximum and minimum 
limits for the inventory of .stores and spares. Action is 
being taken to introduce Cardox System for maintenance 
of Store~ records which would help the mills in managing 
the'inven(ory control." 

11.4. Regarding disposal of obsolete textile machinery by the 
Mills, the Corporation in a written reply stated as under:-

"NTC has already formulated details of etocedure to be follow-
ed for the disposal of obsolete textile machinery by Gov-
ernment mills and these details had been circulated to all 
the mills. To the extent possible the mills are to sell the 
redundant machines within the Government mills itself 
if there is immediate need for the other mills to buy. So 
fal' machinery/items of work worth about Rs. 10 crores 
has been completed in the Government mills. As such, 
no large scale disposal of machinery among these mills 
had taken place. The Corporation has also not received 
any complaint's about any of these transactions." 

11.5. During evidence, the Committee enquired whether NTC 
had examined the question of selling the looms of the scrapped 
mills to ex-workers in the interest of rehabilitating them. The 
Managing Director replied: 

"We will certainly examine your suggestion." 

11.6. The Committee note that the inventory of market yarn witb 
the mills has arisen from 1.11 million kgs. in March, 1973 to 2.51 
million kgs. at the end of March, 1974 and 4.19 million kgs. by the 
end of September, 1974 thus indicating that the inventory of yarn 
has almost doubled itself during March and September, It'74. The 
Committee see no reason why there should be accumulation of 
market yarn with the Corporation while there is a shortage of yam 
in the decentralised sector. The Committee feel that the Corpora-
tion should arrange to meet the needs of yarn ift the decentraliSM 
sector and reduce its inventories keeping in view their own require-
ment •• 

11.'7. The Committee also find that the steek of cloth has increas-
ed hem •. &1 million metres in Marcia, 1''73 to 122.8' millioR Dtetres 
in Marcia, 1974 and 158.34 million metres in Septem1Jer, 1974. 
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11.S. The Committee recommend that the Corporation Ihould take 

steps to reduce its inventory of cloth by diverting the stocks to the 
~arious sale points accordiR, to the demands of the conSllmerl for 
tile different varieties of cloth at such points. The Committee also 
recommend that preduotion of dotla should be regulated on the basis 
of.. feed back information fro~ the subsidiaries about the demud 
for the particular ~arieties 8RIi types .f cloth to avoid excess iltve.· 
toriel. 

11 .•. The Committee are informed that inventory of goods uct 
spares of the mills include obsolete and unsaleable items of goods 
and spares. The mills have been told by the Corporation to dis-
pOlle them of by circulating a list of sud, items to all the mftls and .. 
to the extent possible, the items should be disposed 9f within the 
organisation. The Committee recommend that the Corporation 
should review the position in this regard aad take stock of all such 
obsolete stores and spares and machinery 10 that they may be dis-
posed of in the best interests of the Corporation after fellowing 
the proper procedures for condemnation of these items. The Com-
rnitltee also suggest that in the case of any looms proposed to be 
disposed of, the Corporation may examine the question of selling 
such looms to the ex-workers of the mills in the interest of rehabili-
tating them. The Committee would, however, like to caution that 
this should not lead to any avoidable condemnation of looms or 
benami transactions. 

11.10. The Committee are also informed that action is being taken 
by the Corporation to introduce cardox system for maintenance of 
stores records which would help the mUls in managing the inventory. 
The Committee feel that modern methods of inventory control 
should be introduced where necessary in the mills so that there can 
Ite effective control on stores and accumulation of stocks and block-
ing of capital are avoided. The Committee also suggest that in the 
interest of ensuring uniformity in stores procedures, the Corporation 
should consider bringing out their own stores procedures and 
accounting manual for adoption by the different mills. 
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LABOUR RELATIONS 

._1.2.1. In their ~port on National Textile Corporation, the m«ll-
Powered Committee, from a study of 24 ~il1s, which accoUI'lteci 
for a total capacity of 1.03 mills spindles, 19,787 looms and 78,662 
workers on roll, observed as follows:-

"Provision of employment to those rendered unemployed by 
closure of sick mills being a main consideration for their 
take over, a measure of its impact is the extent to which 
the fonner workers have been employed. AI; agains~. 

total labour fotce of "13,682 on rolls prior to take over, 
59,183 workers or neat1y 75 per cent have been employed 
at present. In three of the mills, the number of workers 
employed exceeds the number on rolls prior to take over. 
Among the others, in 3 the employment is between 90 and 
100 per cent in 5 between 80 and 90 per cent. in 6 between 
70 and 80 per cent, in 4 between 60 to 70 per cent and in !he 
remaining three below 60 per cent. The overall pattern 
of present employment is that 34 per cent of ~ labour 
is employed in spinning departments, 41 per cent in weav-
ing departments arid 8> per cent in proeesam, departmenfB. 
Except in two cases, wages and dearness aUowatllCes ate 
paid as per normal rates prevalent ill the respective 
regions." 

T.Q,e above-mentioned Committee also observed:-
"Employment of labour in the roUls is also on the high side. 

For example, from the details of the aetual number of 
operatives per 1000 spindles employed by individual mms 
it is ·.;een that the standard ave. bas been e1t~ by 
about 15 per cent in one unit, SO to 50 per cent in 9 unit 
and by 75 per cent t) 100 per cent in the remaining 5 
units." 

Labour ltationlltisatioll Scheme 
12.2. One of the problems faced by the NTC at the time of 

take over of the Sick Textile Mills was the higher employment 
of labour !n these mills. To deal with the problem of surplus 
labour. the N.T.C, evolved a Scheme of Rationalisation of Labour 

U4 
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in lb. mUIs. The Scheme was purely voluntary in nature aDd 
there was no compulsion in it. Under this scheme, if any worker 
want to voluntarily retire, he gets full payment of retrenchment 
and gratuity compensation and other norm.l benefits. In addi-
tion, the Scheme provides for r~trenchment compensation to the 
extent of an average of Rs. 3,000 per worker. This Scheme has 
so far been approved for implementation in respect of 24 mills. 
Out of this, the Scheme has already been implemented in 7 mills. 
An amount of about Rs. 20 lakhs has been paid as compensation 
to workers in these 7 mills, who. have voluntarily retired under 
this Scheme. A proviSion of Rs. 50 lakhs has been made for this 
Scheme during the Fifth Plan period. 

12.3. In this connection, the Ministry. in a note after evidenoo. 
informed the Committee as under:-

"It is a fact that the labour complement in most of the 
Government managed mills has been higher in relative 
terms compared to other textile mills. This was a 
legacy inherited from the past, since at the time the 
management of these mills was taken over by GOVeTJ1-
ment, in most cases, there was surplus labour on the 
~lls. In fact, one of the reasons for take over of 
management of these mills was to provide continuecl 
employment and, therefore, it has not so far been ljIos-
alble to reduce the strength in any Significant measure. 
However, the Corporation is implementing, in stBReS. a 
voluntary labour rationalisation scheme which provides 
for retrenchment of workers in consUltation with their 
representatives. It is a~so expected that as ~ result of 
implementation of modernisation and expansion pro-
STlllllmes some of the sl;lrplus labour would be gainfully 
employed. 

In regard to labour productivity norms, NatioM.l TextUa 
Corpo.ration mills follo,,=s the pattern 8tipul~~d in diJfe-
rent States under vari9u~ Awards oper_live fo~ IU~ 
States e.g. in Bombay the wOl'k load . has been fixed by 
the Bombay Award. Similarly norme; have been pre-
scribed by the Textile Labou~ A,ssociation Ahrne~~~ 
for the Gujarat mills and by th~ Sampurnanand Award 
for Uttar Pr~de~ ~" 

Wo~ket:sJ Partidpation in Mpnacement 

12.4. Asked about the action taken by the NTC to implemant 
Ute recommendations of the CQrrUnittee Oil Public Unde~na 
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pertainine to Workers' participation in Management contained in 
teir 17th Report (5th Lok Babha) on 'Personnel Policies and 
Labour Management Relations in Public Undertakings', the Cor-
poration in a note stated:-

'urhe NTC is aware of the recommendations made by the 
Committee on Public Undertakings about the Workers' 
participation in Management. So far as NTC Mills are 
concerned, the workers' representatives are generally 
consulted on various matters concerning the working of 
the mills. But this co~sultation is on an informal basis. 
Recently this matter came up for discussion in Parlia-
ment during the debate on the Sick Textile Undertakings 
(Nationalisation) Bill, 1974. The stand taken by the 
Government in the Parliament was that this matter was 
engaging the attention of the Government at the highest 
level. The NrC would be guided by the Government 
decision on this. ". 

12.5. Subsequently during evidence the Chairman, NTC stated 
that in all the 103 mills the relationship between the management 
and the workers, by and large, had been very good. 

12.6. During evidence, the representative of the Ministry infor-
med the Committee as under:-

"Of course, in running these mills, we want the cooperation 
of all the workers. Now, the question is that we have 
to see in what way theSe workers can be associated in 
the management, and in what type of undertakings and 
under what circumstances. That, of course is certainly 
a desirable thing. I don't think there is any uniform 
policy in this regard. In some mills, workers are asso-
ciated with shop level. But in so far as the board level 
is concerned, we have not admitted them." 

12.7. The Committee note that in their Report on National Tex-
tile Corporation the Hich-Powered Committee had observed tllat 
in the 24 mills which were examined by them, as against a total 
labour force of 78,652 on rolls prior to take over, 59,183 workers 
or nearly 75 per cent were employed. In three of the mills, the 
number of workers employed exceeded the number on rolls prior 
to take-over. Among the others, ill 3 the employment was between 
to Bad 1" per cent, in 5 between 8t and " per cent, in 8 betweea 
71 aDd II per cent, in " betweea .. aad 7. per eent .. d ia the 
remainin, three, below 60 per cent. The Hi&'h Powered CoIIlmlttee 
farther eltservtMl tllat .. poleyate»t ef lalteur hi tile mills was a1se 
on dae hiP_hie. As against the actual n1llllHr of operatives per 
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1,000 spindles employed by individual mills .• it was observed that 
the standard average had been exceeded by about 15 per cent in 
one unit, 30 to 50 pjer cent in 9 units and by 75 per cent to 100 
per cent in the remaining 5 units. 

12.8. The Committee also note that to deal with the problem of 
surplus labour in NTC mills, the NTC has evolved a scheme of 
rationalisation of labour in its mills under which if any worker 
wants to voluntarily retire, he is given certain compensation and 
certain other benefits. The Scheme has so far been approved for 
implementation in 24 mills though it has actually been implement-
ed only in seven mills. The Committee hope that thi" scheme will 
be extended to and implemented in other mills of N.T.C. expedi-
tiously, so that the mills are not loaded with avoidable surplus 
in the event of modernisation of the Mills. The Committee recom-
Inend that the scheme of labour rattonalisation should aim at 
achieving the maximum production/productivity and for this pur-
pose Govemment should consider the feasibility of introducing 
built-in incentives to workers. 

12.9. The Committee also note that by and large there is no 
active partidpatlOll of worken in the management of the mills 
though Government agreed during evidence that they wanted the 
Cooperation of all the worken and that the participation of wor-
kers In management was a desirable thing. The Committee were 
informed that in some mills workers were associated at shop level 
but there wu no association of workers at the Board level. 

The Committee have in their 17th Report (Fifth Lok Sabha) 
on 'Personnel Policies and Labour-Management Relations in Pub-
lic Undertakinp' stressed the need for workers' participation In 
the management which should be from the shop level to the Board 
level. The Committee recommend that the Corporation should set 
an example as a model employer by creating a feeling of belonging 
amongst the workers of the NTC mills, and for this purpose they 
feel that the representatives of employees should progressively be 
given participation in management at all levels. The Committee 
also recommend that there should be a system of built-in incen-
ttives in the wage structure so as to increase the productivity of 
worker,,, under the NTC. The Committee need hardly emphasise 
the importance of investment in human beings whenever any pro. 
gramme of modemisation is undertaken. 

12.10. The Committee also recommend that if at any time, as a 
result of rationalisation, retrenchment of labour becomes iDevita ... 
ble, it must be ensured that the workers are paid their statutory 
compensation and other dues and are also assisted in rehabilitating 
themselves. 



xm 
CONCLUSION 

13.1. The National ~:di1e Corporation Ltd. was originally set 
up with the main objective of managirtg the affairs of sick textile 
undertakingll takert o~r by the Government, rehabilitate, moder-
nile and expand them alid also tp set up new mills, subject to 
availability of resources. Consequent on the enactment nf the 
Sick Textile Undertakings (Nationalisation) Act, 1974, the preamble 
of the Act enjoins upon the National Textile Corporation to reorga-
nise and rehabilitate the 10! Sick tl!Xtile undertakings acquired by 
Government and transferred to it for managemeht so as to 
subserve the tnterests of the general public by the ~ugmentation of 
the produtt1on and diStribution, at fair prices, ot diftl!reht varieties 
of e1&th and 'yarn and for matters connected therewith or inciden-
tal thereto. 

13.1. DurIng the eourse of examination of the woridne of the 
NTC, the Committee have found that:-

(I) The 103 sis mill, whleh haVe noW' been. nationalised 
have been divided into nine gtoups and their mahage-
!Dent has been entrusted to nine regional subsidiary cor-
1X>rations of the NTC. NTC would now be an apex body 
playing a co-ordinating and supervisory role and the 
subsidiary corporations would be the profit centres hav-
ing considerable autonomy in their functioning; 

(U) Modernisation programmes in respect of 82 mills, invol-
ving an outlay of Rs. 49.29 crores, have been approved 
by the Corporation till 31st December, 1974. The moder-
nisation plans have bee~ conceived in two phases. The 
first phase of renovation and replacement of useless 
spindles, etc. is under implementation and has so far 
been completed in 8 mills and in terms of both produc-
tion and exports, the ~rst phase of modernisation has 
paid dividends. 

(iii) the implementation of the first phase of modernisation 
programmes, the machine productivity of the composite 
mills has gone up fro~ 6().......t)5 per cent to 75-85 per 
cent and in the case of certain milia in Tami Nadu, 
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which are working for 7 claya a Week, the machine pro-
ductlvfty hal lOne up u high u 100 per cent to 1= 
per cent 

(l~) durinl the ftfth five y~ar plan, the Corporatio~ hu 
drawn out a scheme of expansion of 41 units which are 
having less than 25,000 spindles to make them viable. 
In 10 spinning units, th~ number of spindles is less than 
10,000 and these are the first category of non-viable-
units. 

(v) the capacity utilisation in the NTe mills in the first 
two shifts in spinning as well as weaving is of the 
order of 74 per cent to 76 pet cent (spinnig) and 84 
per cent (weaving) as compared to the national average 
of 74 per cent to 76 per cent (spinning) and 80 per cent 
to M per cent (weaving), in 1972 and 1973. In the third 
Ihlft, the capacity ut1Usation tn spinning section of the 
NTe mUls at 67 per cent compares favourably with the 
national average of 68 per cent to 70 per cent. 

(vi) the NTC mills have fulfilled their obligation of 30 per 
cent production of controlled cloth. 

(vii) under the export obligation scheme, in 1973 the NTC 
mills exported 118 million sq. metres of cloth which 
was more than their obligation of 98 million sq. metres 
in 1974 they exported 52.6 million sq. metres. Though 
the NTC has not yet been able to open new export-
oriented mills, which is one of its objectives, the first 
phase of modernisation of eight mills has started paying 
dividends in terms of higher exports. 

(viii) to deal with the problem of surplus labour in NTC mills, 
the NTe has evolved a scheme of rationalisation of 
labour in its units under which if any worker wants to 
voluntarily retire, he is given certain compensation and 
certain other benefits. The scheme has been approved 
for implementation in 24 mills. 

(ix) as on 31-3-72 the cumulative losses of the sick mills taken 
over by NTC had risen to Rs. 26.19 crores. As a result 
of the various measures taken by NTC, the mills have 
been able to turn the corner since tehn and have reduc-
ed the carry over losse~ to Rs. 6.44 crores as on 31-3-74 
by earning profits of Rs. 1.38 crores in 1872-73 and Rs. 
18.3'7 crores in 19'73-74. 
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13.3. The Committee, however, find that-

(i) the Corporation wa3 facing certain difficulties in getting 
textile machinery for carrying out the modernisation 
programmes in the mills for which the total requirements 
of machinery during Fifth Five Year Plan would be 
of the order of Rs. 100 crores. 

(U) at the 1972 level the installed capacity available with 
the textile machinery manufacturers was for machinery 
worth Rs. 117 crores against which the production in 
1972-73 was around Rs. 27 crores and is 19730-74 Rs. 40 
crores. The utilisation was expected to reach a level of 
Rs. 70 to 80 crores in 1974-75. 

(iii) large orders were placed by the private sector to take 
advantage of certain tax concessions extended by. Gov-
ernment due to which the machinery manufacturers 
had orders booked for a period of delivery covering 3 
to 8 years i.e. upto 1980-81. 

(iv) though according to the gUidelines issued by the Gov-
ernment, the NTC was to purchase cotton from the 
Cotton Corporation of ~ndia, the NTC had not till last 
year been able to buy its full requirements of cotton 
from C.C.I. 

(v) the estimated consumption of cotton by the 103 NTC 
mills would be of the order of 14 lakh bales per annum. 
Though the NTC would like to purchase the entire re-
quirements from CCI, the latter is not in a position to 
supply the entire quantity to NTC mills. 

(vi) it was only in January, 1975, after the examination of 
the two Corporations by the Committee on Public Under-
takings have reached an agreement on the terms and 
conditions of purchase of cotton. 

(vii) because of certain technical constraints, like the condi-
tion, of the plant and equipments, 87 per cent of the 
total production of NTC mills consisted of medium "A' 
and medium 'B' varieties and only 13 per cent consisted 
of higher varieties. 

{viii) Government have not gone into the working of each 
of the mills nor conducted any survey with a view to 
reduce the number of varieties of cloth to cater to the 
needl of the common man. 
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(ix) the controlled cloth scheme was revised with effect from 
1st October, 1974 and combined obligation of 30 per cent 
and a penalty of Rs. 2.50 per sq. metre for non-fulfil-
ment has been imposed on the textile industry with 
reference to the controlled cloth production and exports. 
As the machinery in the sick mills under NTC was 
quite obsolete, it was hardly possible for those mills 
to produce good quality cloth for exports and the policy 
had resulted in the weaker mills fulfilling an important 
social obligation of production Of controlled cloth at 
a loss and the exporting mills escaping this obligation 
and making profits on exports. In other words the Cor-
poration has been indirectly financing the incentive which 
is given to the exporting mills and incurring more losses. 

(x) in the third shift, in weaving section, the performance of. 
the NTC mills is as low as 26.7 per cent as compared to 
the national average of 44 per cent to 52 per cent in 1972 
and 1973 due to lack of automatic looms, balancing equip-
ment and preperatory machines. 

(xi) apart from the lack of suitable machinery, the main 
constraints in the way of higher utilisation of capacity 
is the lack of adequate funds. 

(xii) while the industry as a whole was given Rs. 500 crores. 
the NTC which constit1],ted 20 per cent of the textile 
industry got only Rs. 40 crores (i.e. 8 per cent) from 
the public financing institutions in spite of the fact that 
NTC is not in a position to raise funds from other re-
soures. 

(xiii) when the NTC approached the banks they wanted the 
Corporation to give guarantees for the amounts the banks 
had given to the previoUS owners of the mills in the 
pre take-over period. The NTC could not however, give 
guarantees and take ov.er the responsibility for making 
rep~yment of the amounts advanced to the previous 
owners of the milll. A group of 13 mills in the nationa-
lised sector did not get 'any funds at all from the banks. 

(xiv) due to over-all economic considerations, the NTC mills 
have been able to get only Re. 33 crores for the moderni-
sation programmes out of the total budget of RI. 5$ 
crores and their total requirement of Rs. 156 crores for the 
Fifth Five Year Plan period. • 

612 (Ail) LS-9. 
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(xv) there was no costing system in some of the mills taken 
over by NTC in some others the system followed was 
purely ad hoc. 

(xvi) the Committee find from the High-Powered Committee-
Report that there was no guideline as to how the sale 
rate was related to th~ cost of production and which 
of the products were profitable and which were not. 

(xvii) in March, 1973, when the Textile Commissioner issued 
an order on price and distribution control of yarn some 
private sector mills and a number of yarn merchants 
filed writ petitions in the various High Courts and got 
stay orders but the N~C mills did not resort to any 
such action and abided by the Government orders re-
garding control on price. As a result, the private mills 
sold the yarn at open market price which was higher 
than the controlled price fixed by the Textile Commis-
sioner while the NTC mills could sell it only at the' 
controlled price and thus lost about Rs. 9 crores on this 
account. 

(xviii) according to the instructions issued by the Government 
of India, the NTC mills, like other mills, can sell only 
10 per cent production of controlled cloth through the 
retail outlets and the balance has to be sold through 
National Cooperative Consumers' Federation. As a 
result, almost the entire over-heads of distribution have 
to be borne by the balanCe production. 

(xix) when the NTC mills reduced prices of their production 
to the extent of 20 to 30 per cent and incurred a loss 
of about Rs. 9 crores in the exercise, the benefit of this 
reduction in prices was not passed on to the consumers' 
by the intermediaries. 

13.401 To sum up the Commi,ttee would like to emphasise that 
while National Textile Corporation has been addressing itself to 
the task of rehabilitating and modernising the 'sick' milfs taken over 
by Government and since nationalised the nationalisation of 103 
textile mills has been one of the major steps towards the realisation 
of social purpJSeS underlying the objectives and the Directive 
Principles of State Policy enshrined In the Constitution and they 
would like the NTC to bear in mind fis social responsibility and so 
work a'S to achieve the social purposiveness of our Constitution. 
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They feel that the N.T.C. cannot succeed in its objectives unless 
Government evolve a total national textile policy in which the work-
ing of the N.T.C. is properly coordinated and dovetailed including 
giving priorities in the quota of textile machinery manufactured by 
the existing textile machinery manufacturers and adequate funds 
for implementation of modernisation programmes and also takes 
preventive measures to obviate the danger of other textile mills be-
coming "sick" and therefore having to be closed. The Committee 
would like the NTC to give a lead by meeting not only in overall 
terms the obligation for controlled cloth but ¥so producing the 
prescribed quantities of sarees, dhoties, drill etc. which are requir-
ed by the common people. They would also like the NTC to set an 
example as model employer, introduce a system. of built-in incen-
tives in the wage structure and progressively bring about workers' 
participation in management at all levels. The Committee need 
hardly emphasise the importance of investment in human beings 
whenever any programme of modernisation is undertaken. 

NEW DELHI; 

~lpTil 21, 1975. 
'Vaisakha-c-Tif97 (S)~ 

NAWAL KISHORE SHARMA, 
Chairman, 

Committee on Public Undertakings. 



APPBNDIX-I 

(Referred to in P~h 2' 12) 

LIST OF TEXTILE MILLS UNDER GOVERNMENT MANAGEMENT 

SI. 
No. 

I 

Name of the Mill 
Company & address 

2 

U,. IndwtneJ (DnlIlDfmJen' & Rqularion) Act. 

I. Azam Jahi Mills Ltd. Gunfaundry Road, Hyderabad. 

2. Netha Co-op. Spa. Mills Ltd. 608, Elchiguda, Secunderabad-3 

3. Natara; Spg. & Wvg. Mill. Ltd. Nirmal, Diatt. Adilabad 

Date of 
take over 

3 

30-4-1974 

25-1-1972 

3-8-1972 

UmJ.r Sick T',dil, UndertakingJ (TakUw 00". of Management) Ordinance, 72 
(since r,plaCld by an Act.) 

-... Adoni Conon Mills, Alur Road, Adoni 

... AnlDtapur Cotton Mills, Renigunta. 

6. Tirupathi Cotton Mills, Ranigunta. 

Under I. D. R. Act. 

AutIIff 
7. Auociated Industries (Assam) Ltd. Chandrapur, Distt. Kamrup 

Under 1. D. R. Act. 

BiIrar 
8. Bihar Co-op. Weaven Spa. Mill' Ltd. Mokameh. 

U,. Sick TlJCsil, Underta/einfl Act. 
9. Gays Cotton & Jute Mills, Gaya . 

Und". 1. D. R. Act. 

Gujr"t 

10. New MaceckChock Spg. Mills Ltd. Ahmedabad 

u. ~edabad New Textile MUls Co. Ltd. Ahmedabad. 

1:&. Himabbai Mfg. Co. Ltd. Ahmedabad. 

124 

31-10-1972 

31-10-1972 

21-10-1972 

16-6-1972 

24-8-1972 

31- 10-1912 
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1 2 

13. Raikot SPI. & Wvg. Mill, Ltd. Ralkot • 
14. Mahalaxmi Mill Ltd. Bhavnagar. 
I~. Keshav Mi1l& Co. Ltd. Petlad. 

16. ]ahangir Vakil Mill, Ltd. Ahmedabad • 

• 

11. Ahmedabad Jupiter Spa. \"IVvg. & Mfg. Co. Ltd. Ahmedabad. 

Ill. Raiullar SPI. \"IVvg. & Mfg. Co. Ltd. UnlrNo. I. Ahmedabad 

19. Rajnagar Spg. 'Wvg. & Mfg. Co. Ltd. Unit NO.3. Ahmedabad. 

Under Sick 1,xtile UrtdmakinJ. ,Act. 

*20. Fine Knitting Mills, Near Cfwnuudamata ABIIrVll Road, Ahmedabad. 

21. Prabha MillI. Viramgaon. 

Utuhr 1. D. R. Act. 

22. Alagappa Textiles (Cochin) Ltd. A1agappanagar. 

23. Parvathi Mills Ltd. QuiJon. . 

Under Sick Tutile UrttUrtalilfl! Act. 

24. Cannanore Spt. & \"IVvg. Milia, Cannanore. 

25. Kerala Lakshmi Mills, Trichur 

26. Vijaymohini Mills, Trivandrum 

Und4T 1. D. R. Act. 

Madhya Pradesh 

27. Bengal Nagpur Cotton Milla Ltd. 

28. New Bhopal Textiles Ltd .• Bhopal 

29. Hira Milia Ltd., Uiiain • 

30. Swedeshi Cotton & Flour Mills Ltd., Indore. 

31. Burbanpur Tap~ Mill' Ltd. Burhanpur. 

U,.,. SicA Tutile Under~"" Au. 
32. Indore Malwa United MiJla, Indore. 

33. Kalyanmal Milla, Indore. 
U,.,. I. D. R . .Act. 

MaluJrasIJtr4 

34. Model Mills Nagpur Ltd., Nagpur 

35. R..S.R.G. Mehta Spa. & \"IVv •. Mills Ltd.,.\kola 

• 

3 

20-6-1970 

6-8-I970 

4-n - I 97° 

20-8-15111 
8-1001971 

7-1-1972 

7-1-1972 

31-1001972 

31-1001912 

31-10-1972 

31-10-1972 

3J·1C·ISi2. 

17-13- 1963 

11-2-1966 

4-3-1966 

13-4-1p66 

18-5-1971 

31-100197a 

31-1001972 
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I 3 

--------~--------------------------

36. India United Mills Ltd. Mill No. I. BombaY-12 

37. India United Mills Ltd. Mill NO.2. BombaY-33 

38. India Uni~ Mills Ltd. MUl NO.3. Bombay-U 

39. Inctia United Mills Ltd. Mill NO.4. BombaY-33 

40. India United Mills LtJ. Mill No. S, Bombay-z1 

41. India United Mills Ltd. Dye Worts, Bombay-z8 

42. Auranpbad Mills Ltd., Alll'BDlabad 

43. Digvijay Spi. & Wvg. Mills Ltd., Bombay 

44. Cbhaganlal Textile Mills Pvt. Ltd. Chalisgaon 

45. Ahmedabad Jupiter Spg. Wva. & Mfg. Co. Ltd., Bombay 

Undn Sicle TutU, Und,rtakings A;t. 

46. Apollo Mills, Bombay 

47. B iWoIrd Textile Mills, Lower Parel, Forgusan R.oad, Bombay 

48. Jayashankar Mills, Bani Dian. Sholapur. 

49. New Kaiser-i-Hind Spg. & Wvg. Milll, Gurupdeo R.oad, 
Chinchpokli, Bombay 23. . . . . . 

So. New Pratap Spg. Wvg. & Mfg. Mills, Dhullia, West Khandesh. 

51. Osman~hahi Mills, Mill Road, Nanded 

52. R. B. Banailal Abirchand, Akola • 

53. Savatram Ramprasad Mills, Akola 

54. Sekuria Cotton Mills, Delide R.oad, Parel, Bombay 

55. Vidarbha Mills (Berar) Bllichpur 

Under I. D. R. Act. 
Mys(W' 

56. Mysore Spg. " Wvg. Co. Ltd., Bangalore 

57. Minerva Mills Ltd., Bangalore. 

Undn SicA Textile UndMtaIttinIs Aer. 

S8. Mahboob Shahi Kulbarga Mills, Gulbarga 

59. Sree Yallamma Cotton Woollen & Silk Mills, Yallunnagar 

Under Sic" Textile Undntallings Act. 

onis" 
60 .• Orissa Cotton Milia, Bhagatpur, Cuttack 

Z9-II-6S 

II-3-I966 

9-1-1 969 

20-10-1970 

8-10-1971 

31-10-1972 

• 31-10-1912 

3 1- 10-1912 

3 1- 10-1972 

31-10-1972 

31-10-1972 

31-10-1972 

31-10-1972 

31-10-1972 

31-10-1972 

10-10-1971 

19-10-1971 

31-I C-IS72 

• 31-10-1972 
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1 

PrIItjab 

61. Da,.abqh Spg. a: Wvg. Mills, Amritaar. 
-62. Kharar Textile Mills, Kharar (Near ChaDdigarh) 

"63. Panipal Woollen Mills Kharar (Near Chandigarh) 

.64. Suraj Teztile MiIla, Malout Mandi (Punjab) • 

UniUr I. D. R • .del. 

6S. Mahalaxmi Mills Co. Ltd., Beawar 

Under Sick Te"til, Underta"'$ Act. 

66. Edward Mills, Beawar 

fJ7. Shree Bijay Cotton Mills, Bijaynagar 

Uru:kr 1. D. R. Act. 
Tamil Nadu 

.fi8. Om Parasakthi Mills Ltd., Coimbatore 

.fi9. Cambodia Mills Ltd., Coimbatore. 

70. Kishnaveni Textile Ltd., Coimbatore • 

'11. Sri Rangavilas Gng. Spg. a: Wvg. Mills Co. Ltd., Coimbatore .• 

72. Coimbatore Murugan Mills Ltd., Coimbatore. 

73. S011lll81iJldaram Milla Ltd., Coimbatore • 

14. Coimbatore Spg. a: Wvg. Mills, Ltd., Coimbatore. 

Under Sick TeXtile UndertaJring$ Act. 

7S. Balarama Varma Textile Mills, Shencottah 

76. Kaleeswarar Mills, A Unit, Coimbarore. 

-77. Kalceswarar Mills, B Unit, Kalyanarkoi (Distt. RamnId) 

78. PaJlkaja Mills, Coimbatore. . 

79. Pioneer Spinners, Pioneemagar 

80. Sro Kothandram Spg. Mills, Madurai 

.81. Sri Sarada Mills, Podanur 

.. 

Under I. D. R. Act. 

Unar Pradeslt 

82. Muir MilIa Ltd., Kanpur 

83. New Victoria Mill' Ltd., Kanpur. 

3 

31-10-1972 

31- 10-1972 

31-10-1972 

31-10-1972 

31-10-1972 

31-10-1972 

25-6-1969 

22-10-1969 

22-10-1969 

7-1-1970 

19-12-1970 

8-3-1972 

8-3-1972 

31-IC-1972 

31-10-1972 

31- 10-1972 

31-10-1972 

31- 10-1972 

]1-10-1972 
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Und4r Sicle TeztiUs Undmakinl8 Act 

&4. Bijli C<itt(J! Mills, Mu:C:u Read, Hatbas 

8,. Lord Krisl'.r..a Textile MillF. SahulIlpur • 

86. Shri Viluur. Cetto' Mills, Nil Ebi, Mir2~J-1.:r. 

Und4r 1. D. R. Act 

Wut B,.al 

87. BenpJ Textile Mills Ltd., Cessimtazu 

88. Manilldra Mills Ltd .• C<illSimbazar 

89. Central Cotton Mills Ltd., Calcutta. 

90. Benpl Fine Sgp. & Wvg. Mills Ltd., Unit No. J Kcnrgar 

91. Benlal Luxmi Conon Mills Ltd., Seumpcre 

92. Shree Mabalaxmi Cotten Mills Ltd., Palto 

93. Ramporia Cotton Mills Ltd., Senmpcle 

94. Laxminua)'llll Cotton Mills Ltd., Ribt..ta 

Untkr SiM Tlletil" Und4rtaleings Act 

9'. Arati Conon Milia, DII£~ I cLar, H( wrab 

96. DllAsuri Conon Mills. Sodepore • 

97. Bengal Fine SPI. & WVI. Mills, Mill No.2, Katasanj 

911. Jyoti Weavir.a FactolY 6S)' S. K. Dev. Read, Calcutta 

99. Kanoria Industries (Contln Mills Secticn) KCfJl81aar 

100. Sodepur Conon Mills, Sedepur 

Untkr 1. D. R. Act 

D,zlci 

101. Ajudhia Textile Millt Ltd., Delhi. 

U..., 1. D. R. Act 

102. Cennenore Spa. & Wvg. Ltd., Mahe 

103. Sri Bharathi MilL Ltd.,Pondicheny 

-Mills whoae poIISeIIion hal not been tlken over due to Cc.urt Cases. 
ial NOI. 4. 20, 62, 63 and 77). 

3 

31-10-1;5072 

31- 10-19,72-

31-10-J507:1-

21-1-J 972 

21-1-197:1-

28-1-1972 

16-3-15072 

7-6-1972 

12-6-197:1-

5-10-1972 

9-10- 197:1-

31-10-1972 

31-10-1972 

31-10-19,2 

31-10-J972 

3J-JO-J972 

31-10-J972 

24-2-1972. 

'-5-1966 
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SUMMARY 

SI. Name of the State No. of No. of Total Total Installed Capaci1Y. 
No. Mills mills Col. No. of 

taken taken 3&4 workers Total Total 
over over no. of no. of 

under under Spindles. Looms 
I.n.R. Sick-

Act Textile 
Act 

--------
2 3 4 5 6 7 8 

I Andhra Pradesh 3 3 6 6187 104864 71.5; 

a Assam I 400 nooo 

3 Bihar 2 1563 31.468 58S" 

4 Gujarat 10 a JZ 19791. 345J24 6741-

5 Kerala a 3 5 3990 11.4704 330 
6 Madhya Pradesh 5 a 7 J8844 1.5Z199 5779' 

7 Maharashtra Ja 10 1.1. 54614 917016 18456 

8 Mysore. 2 2 4 6463 145348 ZOOJ 

9 Orissa . 1 354 14372 

10 Punjab 4 4 1464 38878 230 

II Rajasthan 2 3 3007 42866 1'090-

12 Tamil Nsdu 7 7 J4 11386 388n8 1368: 

13 Uttar Pradesh. 2 3 5 151.15 21 9570 3837 

14 \V est Bengal • 8 6 14 1597Z 24C6c4 3877 

IS Delhi . I •• J ZI77 27554 326 

16 Pondicherry 2 2 1411 40440 336 

57 46 J03 162839 Z945J3S 45725 



APPENDIX D 
(Referred to In Paraaraph 3' 16) 

Su6~rqj" Nam. of th, Mills. 

I NTC (Delhi, Punjab &: Rajastlum) Ltd. J 
J Ajudhia Textile Mills. 2 Dayalbagh spg. &: w",. Mill •. 
3 Suraj Testile Mills. -4 Kharar Textile Mills . 

.. , Panipat Woollen Mills. 6 Mahalrkshmi Milla, Beawar. 
7 Bdward Mills, Beawar. 8 Shree Bijay Cotten Mills. 

II NTC (Utta, Pradesh) Ltd. 

10 New Victoria Mills. 9 Muir Mills Company. 9 
II Lord Krishna Textile •• 12 Shree Vikram Cotton Mills. 
13 Bi;Ji Colton Mills. 

III NTC (Madhya Prad,sh) Ltd. 

14 Indore Malwa United Mills. 
16 New Bhopal Textile Mill •• 
J 8 Hira Mill •• 
20 Bengal Nagpur Cotton Mill •. 

1 S Kalyar.mal Mills. 
17 Swadeshi Cotton Mills. 
19 Burhanpur Tapti Mills. 

IV NTC (W'st Blngal, Alsam, BiI/Q, &: Orissa) Ltd. 

~I Associated Industries (Assam) Spa. 22 Bihar Co-operative WYers. 
Unit. 

23 Gaya Cotton &: Jute Mill •. a4 Orissa Cotton Mill •. 
a, Mahindra Mill •. a6 Central Cotton Milia. 
27 Be~al Fine Spg. &: Wvg. Mill. Unit 28 Bengal LWtml Cotton Mill. 

o. I 

29 Shrec Mahalumi Cotton MiU. Pilita. 30 Rampooria Cotton Mill •. 
31 Luminarayan Cotton Mill •• 3a Aratj Cotton Milia. 

Spi. Mill. 

33 Bangasri Catton Mill •. 34 Bengal Fine Spi. &: Wvg. Milia, Unit 
NO.3. 

35 JyotiWvg. Factory. 36 Kanoria Ir.dWltrits. 
.37 Sodepur Cotton Mill.' 38 Bengal Textile Mills. 

V NTC (Gujarar) Ltd. 

·39 New Maneckchock Spa. MiD.. 40 Ahmedabad Now Textiles. 
41 Himabhai Mfg. Company. 42 Rajkot Spi. &: Wvi. Mills. 
43 Mahalumi Mills, Bhavnagar. 44 Keahav Mills. 
45 JehaQgir Vllkil Mill.. 46 Ahmedabad Jv.piter Mill •. 
47 Ramqar SPI. &: W.I· Mill. A Unit. 48 Rajnapr SPI. &: WVI. Mill, B Unit. 
49 Prlbha MiD.. -'a Fine Knitting Mill •. 
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VI NTC CM~ NmA) Ltd. 

Sf } ~o IAdia United Mill •. 
56 
58 Moclel MiD., NalPur. 

060 Savatram Ramprilid Min •. 

51 R.S.R.G. Mohta Mill,. 

59 Oamanshlhi Mills. 
61 Vidarbhl Mills. 

VII NTC (Ma/uw/JIlrtra SOIIth) Ltd. 

62 Ahmedabad Jupiter Mills. 
-64 Apollo Mill •. 
66 Saba ria Cotton Mills. 
68 Chhaganlal Textiles. 

63 DlrijlY Spg. Mills. 
6, Edward Textiles, Bombl),. 
6, Auran;abad Mill •. 
69 ]Iyaehankar Mills, Eani. 

10 New Kaiser-i-Hind SPa. 'WVi. Mill •• 11 New Prltap Spi. & WVIi. Mills. 
12 R. B. B. A. Spg. -Mills. 

VIII NTC (Tamil Nadu & PcmdicMrry) Ltd. 

73 Om Plrasalr:athi Mills. 74 Cambodia Mills 
1'5 Sri Rangavila. Gil;. &: Spi. Milia. 16 Coimbatore Murugam Mills. 
11 Coimbatore Spa. & Wvg. Mills. 18 SomasundlraJII Milia. 
19 K'lleesw.lrlr Milia 'A' Ullit. ·110 Kalee.warar Mills '8 '~nit. 
1JI 8&lramvllrUlII Textiles. b Kishnlveni Textiles. 
1J3 Plntaja Mills. 84 Pioneer SpinI\ers. 
1IS Sri Sarada MUla. 86 Sri Kothandaram MUls. 
S1 Sri Bbarad Mills. 

IX NTC CAndhra Pradlsh,Karnatlea,KeralG & MGh,) L~. 

S8 Azam Jlhi Mills. 89 Nltlr. Sp!. & Wvi. Mills. 
90 Netba Co-op. Spg. Mill •. ·91 Adoni Cotton Mill •• 
92 T~pathl Cotton MUls. I 93 Anltpur Cotton Milla. 
94 Myaore Spg. & Wvg. Mill •. 9S Minerva MUla. ~ 
96 Me~aboob Shahi Kulbaria Mm,. 91 Sree Yal1amma Cottor., Woollen & Sill: 

Mills. 
98 Alagappa Textiles (Cachin). 99 Parvathi Mills. 

100 Cannanote SPii. BE Wvi. Mill,. 101 Kerala Lalr:shmi MIlIa. 
102 Vijaymohin I Mills. 103 Cannan ore Spg. & Wvg. Mills, Mahe. 

·Mills "hoselonessioD hal not ytt since been taken due to court cues. (SI. NOB. 
4, " So, 80, an 91). 
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SUMMARY OF CONCLUSIONS/RECOMMENDATIONS OF THE 
COMMITTEE ON PUBLIC UNDERTAKINGS CONTAINED IN 

THE REPORT 

81. No. 
No. 

2.6 

• .. 

• 

2.7 

Reference to Para 
No. in the Report 

Summary of conclusion"i 
Reconrmendatiol)& 

The Committee note that the National Textile 
Corporation was originally set up with the main 
objective of managing the affairs of sick textile 
undertakings taken over by the Govenunent" 
rehabilitate, modernise and expand them anC'\. 
also to set up new mills, subject to availability 
of resources. The Committee were informed 
that the National Textile Corporation had been, 
by and large, fulfilling the objectives for which 
it was set up, except that it has not yet set up 
any export-oriented mills because of its pre-
occupation with the work of 'rehabilitation and 
modernisation of the mills taken over by Gov-
ernment anci since nationalised. The represen-
tatives of the NTC and the Government brought 
to the notice of the Committee various cons-
traints like labour liabilities, financial constraints 
and also difficulty in ~vailability of textile 
machinery under which the Corporation had 
been working. The Committee have dealtwith\ 
these constraints in the succeeding chapterS' 
under relev:ant heads. 

The Committee note that consequent on the 
enactment of the Sick Textile Unt\ertakings' 
(Nationalisation) Act, 1974, the preamble of the 
Act enjoins upon the National Textile CorPora-
tion to re-organise and rehabilitate 'Sick textile-
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undertakings acquired by Government and trans-
ferred to it for management so .as to subserve 
the interests of the general public by the aug-
mentation of the production and distribution, at 
fair prices, of different varieties of cloth and 
yam anct for matters connected therewith or 
incidental thereto. The Committee have given 
their recommendations in regard to the achieve-
ments of these objectives in the relevant chap-
ters of the report. 

2.8 The Committee were informed that though 
the objectives of the NTC stand modifted, to 
some extent, in the light of the Preamble to 
the Sick Textile Undertakings (Nationalisation) 
Act, 1974, the aims and objectives describect in 
the Memorandum and Articles of Association 
of the NTC, as originally framed, being wide 
enough, there is no necessity to make any modi-
ftcation in the Memorandum of Association of 
l1ie -Corporation .as such. However, it was 'Sta-
ted that the Corporation is examining the chan-
ges which may be necessary in the Articles of 
Association in regaTd to the ctelegation of pow-
ers and the Corporation will be approaching 
Government in this regard. 

2.9 The Committee would like that the Corpora-

2.10 

tion Government should complete this work 
early so that the Corporation is clear about its 
objectives and powers under the new set up and 
is not handicapped in any way in the ctischarge 
of its responsibilities. 

The Committee need hardly stress that as 
enjoined in that preamble to the Nationallsation 
Act, the Corporation should ensure that cloth is 
made available to the consumer at fair price. 

2.11 The Committee would like to emphasise that 
the nationalisation of 103 textile mills has been 
one of the major steps towards the realisation 
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of social purposes underlying the objectives anti 
the Directive Principles of State Policy enshrin-
ed in the Constitution. They would like the 
NTC to bear in mind its social responsibility 
and so work as to achieve the social purposive-
ness of our Constitution. 

The Committee note that the take-over of 
the man.agement of a mill is authorised under 
Sections 18A, 18AA and l8F A of the Industries 
(Development and Regulation) Act, 1951. While 
Sections l8A and 18F A require an investigation 
to precede the take over, Section 18AA provides 
that a mill, which has been lying closed for 
three months or more, can be taken over with-
out an investigation, provided certain other con-
dition'S laid down in the Act are also fulfilled. 
The requirement that .a mill must close down 
and remain closen for at least three months may, 
in addition to loss of production and loss of 
revenue to the State, give Tise to handicaps in 
the matter of subsequent working of the mill, 
cause unemployment and give a jolt to the eco-
nomy of the unit. The Committee note that 
taking this into consideration, the High Powered 
Committee on NTC, in their Report, had sug-
gesten that a company intending to close down 
its operations. be required to give a notice of 60 
days and that the Government may be authoris-
ed to take over' the hlanagament during the 
notic~ period itself. 

2.19 The Committee are informed that though the 
statutory provisions provide for taking over the 
mills, which are lying closca for over 3 months, 
Government also considered the economic viabili. 
ty, the nepreciated value of assets taken over, 
the number of workers employed and whether 
the articles manufactured subserve the national 



1 2 

1 

4 3.21 

135 

3 

need and also about Government discharging 
responsibility for management. The Planning 
Commission had also appointed a Committee to 
suggest measures to help the Government to 
detect a unit before it became "sick" and that 
Committee made a recommendation that the 
financial institutions which come to know of the 
financial difficulties of such u!lits, should inform 
the Government accordingly to enable Govern·· 
ment to do something in advance. The Com-
mittee are also informed that certain preventive 
steps are under the consideration of Govern-
ment in regard to such units, including textile 
mills, which show signs of incipient sickness. 
The Committee recommend that the preventive 
measures proposed to be taken may be finalised 
and implemented expeditiously so as to obviate 
the danger of units becoming sick and, .there-
fore, having to be closed, thus creating a 
national loss. 

The Committee note that the Board of 
Directors of the National Textile Corporation 
comprises a Part-time Chairman a Managing 
Director, a Director (Technical), a Director 
(Finance) and three part-time Directors. The 
Committee also note that apart from the part-
time Chairman, who has a background of long 
experience in the textile industry, there is only 
one Technical Director in the Board of Directors. 
Managing Director, and three part-time Directors 
ore from the services. The Committee feel that 
with the nationalisation of 103 mills of variow 
sizes, spread more or less throughout the country, 
the Corporation should examine the possibility 
of associating more full-time functional technical 
directors with the Board so that various 
&spects of the working of the Corporation are 
looked after adequately by the Board. The func-
tionft1 Directors of NTC should also maintain 
links with their counterparts in the operating -_._----
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subsidiary corporations through the Chairman/ 
Managing Director of the subsidiary corporation. 
The Committee need hardly stress that the Man-
agement will be judged by their ability to make 
the units viable and generate. resources for future 
development programmes and also to make avail-
able cloth at cheaper rates. The Committee also 
expect the Management to ensure that the Mills 
taken over by them do not become sick again. 

The Committee note that at the time setting 
up of the National Textile Corporaion in April, 
1968, there were 16 mills taken over by the Gov-
ernment. By October, 1972, the number of mills 
taken over by the Government had increased to 
1'03. Out of the 103 mills, 34 mills were under 
the direct mana:gement of the Corporation, in its 
capacity as the Authorised Controller/Custodian. 
63 Mills were under the management of the six 
State Textile Corporations set up in the States 
of Gujarat, Kerala, Madhya Pradesh, Maharash-
tra, Tamil Nadu and Uttar Pradesh or other 
Authorised Controllers. Physical possession of 
six mills had not been taken over at that time 
due to Court cases. In order to have a close and 
direct control and supervision over these mills in 
general and the NTC controlled mills in parti-
cular, the NTC set up four Regional Offices at 
Calcutta, Bombay, Bangalore and Chandigarh to 
look after the work in Eastern, Western, Southern 
and Northern zones of the country respectively. 
Later on the Chandigarh Regional Office was 
shifted to headquarters of the Corporation at 
Delhi and continued to function as Northern 
Regional Cell. 

The Committee note that the 103 sick mills 
which have now been nationalised have been 
divided into nine 'groups and their management 
has been entrusted to nine regional subsidiary 
corporations of the NTC. NTC would now be an-



137 --_ ... _._--_._. ----.. --- --- ---_.- ---_._-
1 2 3 
------------ -.--.-.--. _ .... 

3.24 

3.25 

apex -body playing a co-ordinating and super-
visory role and the subsidiary corporations would 
be the profit centres having considerable auto-
nomy in their functioning. NTC would have 51 
per cent shares in the subsidiary corporations 
as a holding company, and the State Government 
concerned would have the option to contribute 
upto 49 per cent of the equity capital. The Board 
of Directors of the subsidiary corporation will 
consist of the Chairman-cuffl-Managing Director 
to be appointed by the NTC in consultation with 
the State Government concerned, and part-time 
Directors representing NTC and the State 
Government in proportion to their contribution 
in the equity capital of the subsidiary corpora-
tion. The State Government will appoint whole-
time functional Directors and, as such, it will be 
fully associated in the management of the sub-
sidiary corporation. 

The Committee find that the re-organised set 
tip is a new experiment in the field of manage-
ment in-as-much-as the subsidiary corporations 
will be composite bodies, with share capital up 
tc. 49 per cent held by the State Governments and 
h:wing whole time functional Directors appoin-
ted by the State Govenments. The Committee 
recommend that no time may be lost in studying 
thp detailed requirements of the new structure 
and adequate provisions made in the charters of 
the apex body and the subsidiaries and suitable 
guidelines evolved to ensure smooth functioning 
nf the organisation as a whole. The Committee 
have no doubt that 'While appointing Chief Exe-
cutives, the technical background of the persons 
will be kept in view so 'that they can provide 
real leadership not only in management but in 
technical fields also. 

The Committee note that there has been an 
increase in the staff strength in the Headquarters 
of the Corporation from a mere 17 on 31st March. 

-------_._----
6£2 (Aii) LS-IO 
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1969 to 156 on 31st March, 1974. The Committee 
are informed that in the initial stages the role 
of the Corporation was only to supervise the 
working of the Mills and to provide finance for 
them. However, from April, 1971 onwards, the 
NTC was also entrusted with the task of directly 
managing some mills. The Committee also note 
that the number of mills under Government 
management increased from 16 in 1967-68 to 103 
in 1973-74. Consequently the Corporation had 
1.0 strengthen the staft by recruiting more per-
sons. The Committee understand that with the 
setting up of the subsidiary corporations the 
regional offices of the Corporation are being 
wound up. The Committee feel that in the 
interest of efficient management, the head-
quarters of the Corporation should be a compact 
unit and with the setting up of subsidiaries there 
w(,uld be devolution of functions. The head-
quarter should give a lead by shedding avoid-
ab]~ functions and keeping staff to the barest 
minimum in the interest of a compact and effi-
cient organisation. 

The Committee note that in the context of 
nationalisation of 103 textile milh it had been 
considered desirable by NTC to streamline the 
Management Information System at the mill 
level, subsidiary level and the apex level and a 
study to this effect had been entrusted to the 
Nntional Productivity Council in January. 1974. 
The Committee were informed that the NPC has 
submitted the draft report which is under study 
by the Corporation. The Committee fail to 
understand as to why such a system, which is of 
crucial importance in the management function, 
has not been introduced so far. The Committee 
recommend that the study of the report should 
be concluded expeditiously and a Management 
Jnfl1rmation System, suitable for the new set up, 
should be introduced early. 
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The Committee find that at present the re&-

ponstbility for planning and development of the 
textile industry is with the Ministry of Com-
merce while the administrative responsibility 
fer running the NTC, as a public sector under-
taking, is with the Ministry of Industry and 
Civil Supplies. The Committee are informed that 
so far as practical working is concerned, there 
j~ no difficulty in this arrangement as the Minis-
try of Commerce is in close touch with the Minis-
try of Industry and Civil Supplies and consults 
it in all important matters relating to textile 
industry. The Committee are inclined to agree 
with the recommendation of the Action Com-
mittee that the NTC may be more conveniently 
positioned under the Mini<;try of Commerce. 

3.32 The Committee, therefore, feel that it will 

4.10 

make for better coordination, lesser inter-Minis-
h'rial references and quicker decisions if all 
matters relatinJ! to the textile industry (includ-
ing NTC) are dealt with under one Ministry. 

The Committee note that a total of 103 sick 
mills have been taken over by Government. The 
Corporation has taken possession of 98 mills and 
possession of the remaining 5 mills has not yet 
been taken due to stay orders issued by the 
Courts. Modernisation programmes in respect 
of 82 mills, involving an outlay of Rs. 9.29 crores, 
h::·. e been approved by the Corporation till 31st 
O('cember, ]974, and moderni~ation programmes 
ill (.;!spect of 7 miills have been formulated and 
are under examination. Keeping in view the 
cCll1ditions of existing machinery and future 
1 E-qllirements, the modernisation programmes ot 
th~ remaining mills are being worked out. 

4.1] The Committee understand that the moder-
nisation plans have been conceived in two 
phases. The first phase of renovation and repla-

---_ ..... ------ ---_.,,-........ - "_._. __ .. _----
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cement of useless spindles, etc. is under imple-
;mpntation and has so far been completed in 8 
mills and in terms of both production and expor-
ts the first phase of modernisation has paid divi-
dends. The Committee are also informed that in 
preparing modernisation programmes, the Cor-
pl'lration gave weightage to the following con-
siderations before evolving a rational policy-
(i' to start the existing machinery; (ii) balanc-
ing of machines between spinning and weaving; 
(iii) reduction of cost with a view to improve 

the profitability of the mills; (iv) need for imp-
J'oving the quality of product; and (v) the need 
to maximise exports. 

4.12 The Committee regret to point out that 
though the Corporation had issued some guide-
Iin~s to the mills and the mills have been asked 
to prepare their individual modernisation plans 
on the basis of these guidelines, the Corporation 
had not so far prepared a long term perspective 
programme of modernisation. The Committee 
wwId like that the Corporation should review 
the working/implementaticn of these guidelines 
in the interest of speedy implementation of 
modernisation programmes. 

4.13 The Committee recommend that the Corpo-
ration, keeping in view the financial resources 
aJ1d the suggestions made by the High-Powered 
Committee, should determine the interse prio-
r ities for tne renovation/modernisation of the 
mills and draw up a perspective plan for moder-
ni'~ation of ttl~ mills and ensure that ;nvF-!'iment 
o(>cisions are related to the benefits/returns 
expected of them, pay-back periods etc. as 
TE'1Tealed by th~ programme. The Committee 
l)E'en hardly stress that the plan of mod~rni:!:a
tion should be flexible so as to meet not only 
th~ immediate needs of cloth and yarn but also 
take long-term view of the demands of s(\phisti-

---- ---------------
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cated man-mad~ synthetic fibers nnd woollenS, 
and it should be ensured that th.~ ml'chinery 
installed do not become out of date, <;ay in the 
.text 10 years or so. The Committee also rt'com-
mE-nd that, CODlastent with the demand for the 
wlrieties of cloth, both in the internal maket and 
for exports, the Corporation should so phase the 
modernisation programme as to enEure their 
completion within a period of two years so that 
such programmes result in improving the finan-
cial returns. 

The Committee are informEd that during the 
fifth five-year plan, the Corporation has aschE-me 
of exp'ansion of 41 units which are having less 
than 25,000 spindles. The Corporation has, out 
of those 41 mills, obtained 15 licences and 13 of 
them are pending with the GovErnment. The 
Committee are also informed that in the spin-
ning units there are about 10 units, which are 
having spindles of less than 10,000. These are 
the first catego,ry of non-viable units. The 
Committee recommend that the Corporation 
should give priority to these 10 units which at 
present have less than 10,000 spindles to raise 
them to the level of viable position of 25,000 
spindles and only tht:!reafter consider expansion 
oo! these units, the licenses for which the Com-
mittee regret to note are pending with (~OVCi n-
ment. The Committee also recommend that 
Government should ensure that the licences, 
which are pending with them are cleared with-
out delay in the interest. of speedy implementa-
tion of modernisation programmes. The Com-
mittee also suggest that in drawing up and im-
plementing the modernisation programmes, the 
Corporation might perhaps make use of the ex-
perience of rehabilitation of the Textile Indus-
try in the United Kingdom_ 
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The Committee note that the total installed 
capacity of the 103 mills, in terms of spir:.jleage 
and loomage, is about 16 per cent and 22 per cent 
respectively of the· lotal installed capaci ty of 
the textile industry in the country. The Com-
mittee further note that during t.he Fifth Plan 
the total requirement of machinery for moder-
nising the sick mills would be of the order of 
Rs. 100 crores. The Committee are informed that 
the Government managed mills had placed 
orders for machinery worth Rs. 3 crores upto 
March, 1972, about Rs. 8 crores during 1972-73 
and about Rs. 10 crores during 1973-74 for carry-
ing out the first phdse of modernisation out of 
which machinery worth lts. 10 crores had SL 

far been received and inlftaHed. It was repre-
sented to the Committee, during evidence, that 
the main difficulties faced by the Corporati011 
related to t.le delivery periods, escalation in 
prices, the quantum a machinery manufactured 
and the arrangement of distribution between 
the government managed mills and' the private 
sector mills. 

4.29 The Committee also note that at the 1972 
level the installed capacity available with the 
U!xtile machinery manufacturers was for machi-
nery wortn Rs. 117 crore3 aga 'nst which the 
production in 1972-73 was around Rs. 27 crores 
and in 1912 .. 74 Rs. 41) crores. The utilisation 
was expected to reach 3 level of Rs. 70 to RO 
crore~ in 1974-75. 

J .lO The Committee understand that large orders 
were placed by the private !>'eCtor to take ad-
vantage of certain tax conceasion extended by 
Government due to which the machinery manu-
facturers had orders booked for a period of 
delivery covering 3 to 8 years, 1.("., upto 1£80-81. 

4.31 DurinGt evidence it was staled t.hat a High 
'Pewered Committee has been appointed to 116 
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into the problems with the textile machinery 
manuf.lcturef3 and when that Committee fina-
lises its reryort, there will be ,mprovement in 
this record. The Committee however, under·· 
stand that thi'i High Powered Committee was 
not appointed by Government but on the initia-
tive of ICMF. 

4.32 The Committee view with concern the exist-

4.33 

ence of such large unutilisecl capacity with the 
textile machinery manufacturers and recom-
mend that Government should investigate the 
causes of the unutiHsed c:lpacity and explore 
ways and means fit utilis'ng the capacity spe-
cial in the interest of getting expeditiously 
textile machinery for the NTC Mills. 

The Committee also note that the Corporation 
has given certain suggestions in regard to the 
supply of textile machinery. important amongst 
which are that the Government should insist on 
price discipline on textilf! machinery manufac-
turers for a period of 3 years w.e.f. 1974·75 and 
25 per cent of the total production should be 
earmarked for allotment to the Government 
managed mills. The Committee feel that the 
NTC cannot succeed in its object ves unless Gov-
ernment evolve a total national textHe policy in 
which the working ul NTC is properly co-
ordinated and dovetailed including giving 
priorities in the quota of textile machinery 
manufactured by t~e existini textile machinery 
manufacturers in the country. 

The Committee recommend that Government 
should take aD early decision about instituting 
price discipline on the textile machinery manu-
facturers and also earmarking a fixed percent-
age of the machinery in favour of Government 
managed mills, 
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In view of the difficulties experienced by the 
Corp<)lt'ation in the procurement of textile machi-
nery from the private ~tor, Government may 
also consider utilisation of the already available 
unutilised capacity in the public sector machi-
nery manufacturing units like Hindustan 
Machine Tools, Heavy En~ineering Corporation, 
etc. for the manufactur~ of textile machinery 
required for NTC mills. 

The Committee note that under the cotton 
purchase scheme of the Corporation, cotton is 
purchased by the Chief Executive Officers of the 
mills who, are Constituted Attorneys of NTC and 
transferred to the mills at cost from time to 
time. Cotton is purchased without calling for 
tenders from a list of approved suppliers to whom 
int:mation is given whe!1ever cot ~')n is required 
and they send sample') along with their rates. 

A Committee consisting of the Chief 'Execu-
tive Officer, Financial Adviser to tl-)e mill, 
Cotton Selector, Production Manager and ethers 
concerned scrutinises the samples and the rates 
and finalises the orders. The Committee are in-
formed that this procedure is followed, as ac-
co~ding to the Corporation all merchants are not 
able to supply the quality of cotton required by 
mills and the reliability, integrity and financial 
stability of the supplier are the most important 
considerations for selectin.,~ H supplier. The 
Committee are, however, not sure ciS to how far 
under the present procedure the purchases have 
been made at most competitive rates. The 
Committee recommend that the working of the 
system of purchase ~hould be critically review-
ed by an expert committee consisting of techni-
cal and financial experts to asess as to. how far 
the system has enabled the Corporation in pro-
curing cotton at economic rates. The Committee 
also recommend that the Corporation should en-
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sure that the information about the quality and 
the prices at which cotton is purchased by the 
Chief Execut;ve Officers of the mills is 8]SO com-
municated to the subsidIaries and the Head-
quarters of the Corporation so that a central 
watch may be kept about the quality and rates 
of cotton purchased by mills in the same region! 
area. 

The Committee al"'o note that the Action 
Committee in their Report on NTC have sug-
gested that in the purchase of cotton, there will 
have, necessarily, to be close consultation bet-
ween the buying organh;ation and the miJ} 
management to make sure that the quality of 
cotton bought was acceptable to the milh. They 
have also suggested thlit there should be :t Cen-
tral Adviser (Purchuse3) for assisting the Board 
in formulating central policies and guidelines 
and should give general advice to the Board 'In 
price trends in India iind abroad and policies 
and purchases of cotton from organisations like 
the CCI Or cooperative bodies of farmers. 

5.10 The Committee hope that Governmentf 

5.20 

Corporation would take an early decision on the 
recommendatiQlls made by the Action Commit-
tee in order to ensllre t.hat the cotton is purchas-
ed for the NTC mills at the right time, right 
place and at economic prices. 

The Committee regret to note that though 
according to the guidelines given by Govern-
ment, the NTC was to purchase cotton from the 
Cotton Corporation of India and one of the ob-
jectives of CCI was to purchase cotton for the 
public sector mills, the NTC had not, till last 
year, been able to buy their full requirement of 
cotton from the CCI. The Committee also note 
that the estimated consumption of cotton by the 
103 NTC mills would be of the order of 14 lakh 
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bales per annum. According to NTC, the CCl's 
present level of operations of precuring only 3 
lakh bales can be considered as insignificant com-
pared to the production of 65 lakh bales in the 
country to have any impact on the prices. Though 
the NTC would like to purchase the entire re-
quirements from CCI, the latter is not in a posi-
tion to supply the entire quantity of NTC mills. 
Further the commercial practices followed by 
CCI acted as deterrent to such an arrangement, 
beccluse CCI insisted on full payment not for 
supply at the mill gate but at the point where 
they purchased the cotton and this was not possi-
ble for the sick mills under the NTC manag<!-
ment. Besides, the CCl was not agreeable to 
give many other facilities to NTC mills which the 
private suppliers were able to offer. According 
to NTC, if they have to rely more and more on 
CCI for procuring the cotton required by them, 
the CCI would have to increase the scale of ope-
rations as to cover at least a third of total pro-
duction in the country. The NTC',s primary 
responsibility was to get adequate cotton at the 
righ t time and at the right place. 

5.21 The Committee feel that it was unfortunate 
that the two public sector undertakings 
could not appreciate each other's difficul-
ties and arrive at mutually agreeable terms 
and conditions of supply of cotton. The 
Committee note that it was only in January, 
1975, aft'!r the examination of the two Corpora-
tions by the Committee on Public Undertakings, 
that the two undertakings have reached an 
agreement on the terms and conditions of pur-
chase of cotton and the NTC has now: placed an 
indent for 2 lakh bales out of the 14 lakh bales 
which it requires for all its mills and it would 
increase the quantity to be purchas&j from CCI 
gradually. The Committee hope that there would 
be better coordination between the two under-
takings and the NTC will gradually increase its 
purchases of cotton through CCI and the CCI 
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wilt also be able to fulfil its objective of supply-
ing cotton to Government managed mills. 

5.22 The Committee note that the Managing 

5.23 

5.24 

6.15 

Director of the NTC has recently been appointed 
as a Director on the Board of Directors of CCI. 
The Committee hope that this arrangement will 
help in establishing a close liaison and coopera-
tion between the two public sector organisations 
at the highest level. 

The Committee have in their report on CCI, 
pointed out that the major constraint in the way 
of CCI entering the market in a big way was 
lack of adequate finance and, therefore, Govern-
ment should assist the CCI in getting adequate 
finance. The Committee would recommend that 
the Government should also arrange for im-
proved finances for NTC so that the NTC may 
be in a position to subserve its in ~erests in pre-
curing cotton at the right time and at economic 
cost from the CCI. 

While the Committee feel that it h not con-
sidered advisable to mergE! the two undertakings 
Or to make one the subsidiary of the other, as 
the two have different functions to perform, they 
agree, as admitted by Secretary of the Depart-
ment of Industry and Civil Supplies, that -he 
two must cooperate with each other. The Com-
mittee have expressed their views in paras 3.31 
and 3.32 f)f this Report on placing the NTC and 
CCI under the administrative control of one 
Minis~ry which deals with all other matters re-
lating to textile industry. The Committee would 
like Government to cons;der the feasibilitv of 
this arrangement and take an early decision in 
the larger interests of functionin~ of the two 
Corporations. 

The Committee note that as against over one 
thousand varieties of cloth being produced in 
Ir:.~ia, the NTC mills were producing only 45 
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varieties. The Committee were informed that 
it did not necessarily lead to improved efficiency 
if the number of varieties in a mill was reduced 
beyond a certain point. The Committee alSQ 
note that some mills in private sector were earn-
ing more profit by producing more fine varieties 
but the NTC Mills could not do so because of cer-
tain technical constraints like the condition of the 
plant and equipments. Becau~e of these con-
straints, 87 per cent of the total production of 
NTC mills consisted of medium 'A' and medium 
'B' varieties and only 13 per cent consisted of 
higher varieties. The Committee note that the 
NTC are undertaking modernisation programme 
with the objectives: first of cost reduction 
second of quality improvement and the third 
of diversification of production. 

6.16 The Committee are also informed that Gov-
ernment have not gone into the working of each 
ui the mills nor conducted any 'Survey with a 
view to reduce the number of varieties of cloth 
to cater to the needs of the common man, al-
though there seems to be a thinking about the 
gradual reduction of varieties over the whole 
range of textile industry over a period and cer-
tain guide-lines have been prepared in this 
regard. The Committee recommend that Gov-
ernment should see that the number of varieties 
is restricted to the minimum. The Committee 
also recommend that the Ministry I Corporation 
should un.jertake a quick survey of the varieties 
popularly in demand by the public at large in 
the regions, through the sale points and the sub-
sidiaries and determine the Ffoduct-mix and the 
number and type of varieties most appropriate 
to each mill, so that the mills are in a position 
to produce such popular varieties efficiently and 
economically and cater better to the needs of 
the common consumer. 
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6.35 The €ommittee note that Government made 
it obligatory on the part of Textile Industry to 
produce 400 million sq. metres of controlled cloth 
from June, 1971 and export 16 per cent of their 
product; since 1st January, 1973. With effect 
from 1:;t April, 1974, the controlled cloth obliga-
tion was increased to 800 mi~lion sq. metres and 
export continued to remain at 16 per cent. The 
penalty of Rs. 2.50 per metre was prescribed for 
non-fulfilment of the obligation to produce a 
minimum of 24 per cent of output in the con-
trolled categories of cloth. The penalty rate for 
non-fulfilment of export obligation was kept at 
30 paise per sq. metre. Inter-mill transfer of 
obligation in respect of exports and controlled 
cloth was, however, allowed. A set-off of one 
metre of controlled cloth for every 3 metres of 
export; over and above the mill's obligation of 
16 per cent was allowed. The scheme was fur-
ther revisEd with effect from 1st October, 1974 
and combined obligation of 30 per cent and a 
penalty of Rs. 2.50 per sq. metre for non-fulfil-
ment has been imposed on the textile industry 
with reference to the controlled cloth production 
and exports. The NTC have pointed out that as 
the machinery in the sick mms was quite 
obsolete, it was hardly pos;;ible for those mills 
to produce good quality cloth for exports and 
the policy had resulted in the weaker mills ful-
filling an important social obligation of produc-
tion of controlled cloth at a loss and the export-
ing mills escaping this obligation and making 
profits on exports. The Committee note that the 
NTC mills h.we, by and large. fulfilled thoj·· 
obligation of controlled cloth. The Committee 
understand that the Corporation has alreadY 
approached Government to treat the mills of 
NTC a';; one unit for fulfi)ling export and con-
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trolled cloth obligations. The Committee are in-
formed that the Textile Commissioner has no 
objection to this in principle. The Committee 
would like Government to give a decision in this 
behalf quickly. The Committee are informEd 
that the Corporation suffered a loss of Rs. 1.25 
per sq. metre of controlled cloth produced till 
1973-74. The Corporation produced 90 mi~lion 
metres and consequently lost more than Rs. 11 
crores. The Corporation estimated the lo'~s to 
be Rs. 14 crores when the quantum was doubled 
in 1974. This has increaseGi on account of the 
changes made with effect from 1st April, 1974 
when the Corporation produced 27 per cent con-
trolled cloth ard 3 per cent for export. The loss 
for the year was expected to be Rs. 19 crores. 
The Committee are informed that the Corpora-
tbn has suggested to Government that the 
obligation of controlled cloth ';hould be delinked 
from the export obligathn and Government may 
impose a cess on the superfine and fine varieties 
of cloth which is being used by affluent sections 
and subsidise the mj~Us fo! product"m of c m-
trolled cloth. The Corporation has also point€d 
out to Government that becau"e of the set-off 
of one metre of controlled cloth for every three 
metres of export; and the export 1.'crformance 
adjustment of Rs. 5 FOB value and the inter-
mill transfer of obligation, the burden on the 
Corporation on the production of controlled cloth 
has increased to the extent of shortfall in pro-
duction of controliled cloth by the exporting mills 
as it has to produce another 5 per cent controlled 
cloth even though it has fulfilled its own obliga-
tion of 30 per cent. In -oth r ' words the Corpora-
tion has been ir.directly financing the incentive 
which is given to the exporting mills and incur-
ring more losse;. It has also been admitted by 
the Ministrv that unfortunately for the NTC, 
after producing controlled cloth, what is Jeft is 
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not much for making higher profits and that is 
why it is hitting the NTC somewhat unequally. 
The Committee are also informed that t"'~ 
penalty rate having become Rs. 2.50 per metre 
uniformally for non-fulfilment of export/con-
trolled cloth obligations, the NTC has to incur 
a further loss in having to pay penalty in excess 
of 30 paise originally fixed even after partially 
meeting the loss to some extent by the manu-
facture of controlled cloth on behalf of export-
ing mills. The Committee find that the Ministr) 
has not taken a decision about delinking the two 
obligations. The Committee recommend that as 
the Corporation is already saddled with the res-
ponsibility of converting the sick millls into 
viable units and has to meet the social needs, 
Government should consider the questions of 
delinking the controlled cloth obligation from 
exports and of levying different rates of penalties 
for failure to meet controlled cloth and export 
obligations. The Committee further recommend 
that Government should a:lso examine the ques-
tion of imposing a cess on the finer and super-
fine varieties of cloth, a:; suggested by the Cor-
porati -n, so that the weaker sections of t.he 
Society are not haroly hit. 

The Committee note that as against the rEo 
quirements of long cloth and shirting to the 
extent of 25 per cent of production, the actu:lI 
percentage of production in the industry has 
been of the order of 78.7 per cent and 12.8 per 
cent respectively, in the case of :;arees and 
dhoties against the requirement of 20 per cent the 
percentage of production has been 2.7 per cent 
and 6.3 per cent and in the case of drill against 
the requirement of 10 per cent the production 
was a meagre 0.3 per cent. The Committee are 
concerned to note that while production is pre-
dominently in long cloth, the requirements of 
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dhoties and sarees and drill have not been met. 
The Committee note that the Textile Commis-
sioner has issued orders on 10th January, 1975 
indicating the specifications for controlled 
dhoties, long cloth and sarees. Since the textile 
industry has got a capacity of only 186 million 
sq. metres against the requirement of 320 mil-
lion sq. metres of controlled sarees and dhoties 
in a year, the Textile Commissioner has also 
issued orders that 20 per cent of controlled cloth 
obligation viz. 160 million sq. metres should be 
reserved for production of sarees and dhoties. 
The Committee stress that Government should 
ensure that the orders of Textile Commissioner 
are implemented so that sarees and dhoties for 
use of common man become available in ade-
quate quantities and deterrent action is taken 
against the defaulting mills. The Committee 
are informEd that Government of India are 
already exploring the possibility of obtaining 
the balance requirements from the decentralis-
ed sector. The Committee would like the NTC 
to give a lead by meeting not onlly in overall 
terms the obligation for controlled cloth but also 
producing the prescribed quantities Of sarees, 
dhoties and drills etc. which are required by 
common ;.-eople. 

The Committee recommenQ that since it will 
be difficult for the NTC mills to fulfil their 
export obligation completely because of the 
obsolete and outdated machinery and the long 
neglect they suffered when in the private sector, 
Government may consider exempting the NTC 
mills from the export obligation till such time 
as they are modernised and are in a position to 
manufacture the export varieties. 

The Committee also recommend that Govern .. 
ment should 8ilso give a special report to ParHa-
------------------------
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ment on the implementation of the Controlled 
Cloth Scheme, especially in regam to the pro-
duction of '.sarees, dhoties and drill which are 
required by the common man. 

The Committee are informed that the 
capacity utilisation in the NTC mills in the first 
two shifts in spinning as well as weaving is of 
the order of 74 per cent to 76 per cent (spinning) 
and 84 per cent (weaving) as compared to the 
national average of 74 per cent to 76 per cent 
(spinning) and 80 per cent to 84 per cent (weav-
ing) , in 1972 and 1973. In the third shift, how-
ever, while the capacity utilisation in spinning 
section of the NTC mi:Us at 67 per cent compares 
favourably with the national average of 68 per 
cent to 70 per cent, in weaving '.;ection, the per-
formance of the NTC mills is as low as 26.7 per 
cent as compared to the national average of 44 
per cent to 52 per cent in 1972 and 1973. The 
reasons for low utili')ation of capacity in the 
third shift are stated to be (i) that the machines 
used for making the yarn have got to be improv-
ed; (ii) that the third shift of weaving in most 
of the mills is on automatic looms whereas that 
is not the ca'ie in the NTC mills; and (iii) that 
the NTC mills do not have balancing equipment 
and preparatory machines far the third shift. 
The Committee understand that the NTC is 
trying to increase the number of automatic 
looms as part of the modernisation programme 
in order to increase the capacity utHisation in 
the third shift also. The Committee stress that 
the installation of balancing equipment, prepara-
tory and automatic looms, etc. as part of the 
modernisation programme, should be expedited 
so that the capacity utilisation in the third shift 
of NTC comes up at least to the national level. 

--.--.-----~------ -_ .. _._-- ."----
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The Committee are glad to note that with the 
implementation of the first phase of moderni-
sation programmes, the machine productivity of 
the composite mills has gone up from 60-65 per 
cent to 75-85 per cent and in the case of certain 
mills at Tamil Nadu, which are working for 7 
day-3 a week, the machine productivity has gone 
up as high as 100 per cent to 125 per cent. 

6.48 The Committee wou~:l like the Corporation 

6.49 

to take similar concerned measures for other 
mills also, as per a carefully drawn out pro-
gramme. 

The Committee are also informed that apart 
from the lack of suitable machinery, the main 
constraint in the way of higher utilisation of 
capacity is the lack of adequate funds. While 
according to NTC its requirement was to the 
extent of Rs. 80 crores for working capital, ac-
cording to the formula, evolved by the Tandon 
Committee appointed by the Reserve Bank of 
India, the NTC"ii requirement of funds from the 
banking sources is stated to be Rs. 62 crores. 
The Committee understand that the NTC has 
got only Rs. 40 crores from the banking system 
thus leaving a gap of Rs. 40 crores compared to 
its original estimate and Rs. 22 crores on the 
basis of the formula of the Tandon Committee. 
The Committee are surprise to note that while 
the industry as a whole was given Rs. 50(7 crores, 
the NTC which constituted 20 per cent of the 
textile industry got only Rs. 40 crores which 
was only 8 per cent of the total given to the 
industry, ill"iipite of the fact that it is not in a 
position to raise funds from other resources. 
When the NTC approached Government in this 
regard, it was informed that Government do not 
give directions to the banks in favour of indivi-

----_ .... _ .. __ ._- ,_. ---"-_ .. _--_ .. ---- ._-------_ .. _-----



155 _._------- -'-'---_. ------ .. -
2 3 

- .... - ... -----------------._--- --------. ---_._-

26 

dual clients. When the NTC approached the 
banks they wanted the Corporation to give 
guarantees for the amounts the banks had 
given to the previous owners of the mills in the 
pre-takeover period. The NTC could not, how-
ever, give guarantees and take over the res-
ponsibility for making repayment of the amounts 
advanced to the previous owner of the mills. 
The Committee are also informed that a grou~ 
of 13 mills in the nationali'.ied sector did not get 
any funds at all from the banks. 

6.50 The Committee would, therefore, like Gov-
ernment to look into the difficulties which the 
NTC mills are facing in regard to the availability 
of bank finance and find ways and means of 
providing the Corporation with adequate finances 
in the interest of better utilisation of the capa-
city in the nationali'ied sector. 

6.51 The Committee are informed that due to 

6.56 

overall economic considerations, the NTC mills 
have been able to get only Rs. 33 crores for the 
modernisation programmes out of the total 
budget of Rs. 55 crores and their total require-
ments of Rs. 156 crores for the Fifth Five Year 
Plan period, and the Corporation has been hold-
ing discussions with the Planning Commis.ion 
in this regard. The Committee would like Gov-
ernment/Planning Commission to take into ac-
count the onerous responsibilities thrown on the 
Corporation in the wake of nationadisation of 
sick mills and provide adequate funds through 
banking system or other financial imtitutions 
both towards working capital and for its 
modernisation programmes. 

The Committee note that whole the ratio of 
output of yarn relatea to the consumption of 
cotton in the industry is 0.85 to 0.86, in the NTC 
mills it is 0.81 to 0.82, thus indicating that the 
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yarn production is less in the NTC mills EtS com-
pared to the input of cotton. In spinning, the 
wastage of cotton is 17 to 19 per cent in the NTC 
mills, while the industry's average is 15 to 16 
per cent. In weaving, the percentage of wast-
age in NTC mills is 4 per cent as against 3 per 
cent in the industry. The Committee are in-
formed that this imbalance would be rectified 
on the implementation Of modernisation pro-
grammes in the mills and the Corporation has 
already decided to set up two team, consisting 
of technical and finance personnel which would 
go into the working of the mills and devise 
norms to judge the performance of the millli. 
The team are stated to have taken up studies in 
respect of 3 mills before nationalisation. The 
Committee recommend that the teams should 
ftn8jlise their studies without delay ',)0 that suit-
able norms are evolved and enforced for evaluat-
ing the' performance of various sections of mills 
and taking prompt corrective measures to sustain 
higher efficiency and output. 

The Committee learn that there was no 
costing system in some of the mills taken over by 
NTC and in some others the system followed was 
purely ad hoc, The Committee are informed that 
the NTC is fully conscious of the need for hav-
ing a wejll regulated costing system and had 
initiated action to introduce the system in all 
its mills in about. 2 to 3 months time (i.e .. by the 
end of April, 1975), The Committee cannot 
over-emphasise the fact that a sound costing 
system is a sine qua non without which a mill 
cannot work out the cost at each stage of the 
process, effect economies wherever nece,sary 
and increase productivity. Fa! this purpose, the 
Committee would like the Corporation to 
work out the standard norms both in terms of 
quantities and expenditure under the various 

----------_._._--
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elements and sub-heads of costs, in each proce'ois 
SO that variation from such norms could be 
analysed and measures taken to effect economies 
wherever necessary. The Committee suggest 
that the Corporation can profitably undertake a 
study of the costing system in vogue in com-
parable private sector units to examine the 
adoption of similar system in the NTC mitlIs. 
The Committee hope that, as per the assurance 
given during evidence, a well regulated costing 
'.;ystem on scientific lines will be introduced and 
implemented in all the mills by the end of April, 
1975. 

The Committee find from the Hig'h-Powered 
Committee Report that there was no guideline 
as to how the sale rate was related to the cost 
of production and which of the products were 
profitable and which were not. The Committee 
are distressed to note that although the Cor. 
poration came into existence in 1968 and has 
taken over the responsibility of running 103 
mills, it has not so far laid down any guidelines 
in regard to the pricing of the products of the 
mills nor fixed any parametres to enable a com-
parative study of the prices of the products of 
the mills. The Committee would like the Gov-
ernment and NTC to evolve suitable guidelines 
for fixing prices of products Of NTC nUJ.ls after 
taking into account all the relevant factors and 
introduce them in all the mills so that the mills 
follow a uniform procedure in fixing the prices 
within the ambit of the guidelines. 

7.8 The Committee also note that in spinning as 
well a's composite mills, the costs of cotton, stores 
and spares and wages/salaries are higher by 2 
to 3 per cent in NTC mills as compared to the 
private sector mills. The higher costs of cotton 
and stores and spares are stated to be due to 
lack of bank finance for the working capital of 
NTC and the higher cost of wagei/salaries is 

----------------
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stated to be due to the utilisation of old machi-
nery not being the same as in the private sector. 
While the Committee have already commented 
on the need to provide adequate bank finances 
to NTC mills in paragraph 6.50 of this report, 
the Committee would like the NTC to take 
sui ta ble measures to effect economies in the 
different elements of costs so that they may be 
within the leveh of national average and the 
cost of end-product may also be economical. 
The Committee recommend that the Corporation 
should in particular take steps to bring down 
the costs of production by linking wages to pro-
ductivity and reduce cost of cotton by effecting 
timely purchases at economic cost through the 
CCI. The Corporation should also take advant-
age of sc¥es so that utilhation of stores and 
spares are within the standards. 

The Committee note that till recently 
marketing function in the NTC was confined 
to laying down broad based policies regarding 
the appointment of selling agents, opening ot 
channel of distribution etc. and the various 
mills under the NTC were following the tradi.· 
tional system of marketing in the country, and 
some of the mills had set up their own retail 
outlets. Some of the State Textile Corporation; 
in a limited fashion also went in for centralised 
marketing, but by and large, the sales were on 
a mill to mill basis. The Committee are inform-
ed that the NTC feeling the necessity for a 
change in· the system in the context of nationa-
lisation, has asked the National Council of Ap-
plied Economic Research to go into the entire 
system of marketing and recommend the most 
appropriate marketing structure for the pro-
ducts of NTC mills and the preliminary report 
of NCAER has since been receiveoj. The Com. 
mittee find from the preliminary report that 
NCAER has suggested that the NTC subsidiaries 
should develop their own channels of distribu~ 
tion gradually over the next decade in such a 
way that they reach the consumer directly, and 
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aim for a monopoly distribution of controlled 
cloth (as long as the category exists) as well as 
for the position of a dotpinant supplier of textiles 
to all governmental departments and under-
takings. The NCAER has also suggested that the 
subSidiaries, in co-operation with N.T.C. (I), 
should enter ready made garments market in a 
large way. The Committee ~re informed that the 
Corporation has already reque-sted the Central 
Government, State Government and the Defence 
Department that their requirements may be met 
from the N.T.C. mills. The Committee would 
like tAat Government departments should give 
preference to NTC mills in the matter of their 
'purchases of cotton ~tiles and yarn for a 
variety of purposes. The Committee would also 
like the NTC to consider the report of NCAEH 
expeditiously and re-organise its marketing net-
work on modern and scientific line.; so as to com-
pete with the private sector mills in the matter 
of supply of cloth to the common man. The 
Committee recommend that while taking a deci-
sion about NTC having their own marketing 
arrangements, the Corporation may consider the 
desirability of setting up a centralised market-
ing organisation at wholesale level with retail 
outlets through its own shops, public distribu-
tion system or seUing agents. They feel that 
instead of the individual mills opening their 
separate retail outlets, the NTC should establish 
retail outlets under its own name where the 
products of all the NTC mills may be sold. The 
Committee would a,}so like the Corporation to 
consider marking a~d selling its products under 
one brand name rather than using the brand 
names of the different mills, so that it catches 
the customers' eye and promotes sale. The Cor-
poration should also ensure that selling and 
distribution costs are kept to the minimum. 

The Committee would also like the Corpora-
tion to consider the fea'iibility Of utilising the 
unemployed graduates for marketing their pro-
ducts. 
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30 8.17 The Committee note that the NTC mills are 

producing saleable yarn and as there is a great 
shortage of yarn in the country to feed the 
decentralised sector of handloom and power-
loom, these mills are stated to have always ende-
avoured to supply yarn predominently to these 
sectors. During 1971 and 1972, these mills, by 
and large, sold their yarn within the country 
through dealers/area agents to each of the States 
but in March, 1973, the Textile Commissioner 
issued an order on price and distribution control 
of yarn under which the yarn was to be dis-
tributed through the prescribed channels. 
When the control order was issued, some pri-
vate sector mills and a number of yarn mer-
chants filed writ petitions in the various High 
Courts and got stay orders but the NTC mills 
did not resort to any such action and abided 
by the Government orders regarding control on 
price. As a result, the private mills sold the 
yarn at open market price which was higher 
than the controlled price fixed by the Textile 
Commissioner while the NTC mills could sell 
it only at the controlled price and thus lost 
about Rs. 9 crores on this account. The Com-
mittee regret tp note that the law abiding pub-
lic sector mills had to incur such a heavy loss 
whUe the private sector mills reaped profits 
in the sale of yarn at open market prices. The 
Committee are not sure whether the yarn pro-
duced by the NTC mills has been purchased by 
private merchants at controlled prices and sold 
at open market prices through the private sector 
mills thus making heavy profits at the expense 
of the public sector 1 'aills. 

8.18 This was an untenable situation when law 
abiding agencies suffered and those which chal-
lenged the laws prospered. The Committee feel 
that no one who defies an order given in public 
interest should be allowed to get away with 
unconscienable profit. The Committee also 
feel that Government should not have kept 

-----------------
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silent over this issue but should have come to 
the rescue of the NTC mills and taken steps 
to save these mills from a loss of Rs. 9 crores. 
They hope that a lesson will be learnt from it 
and such a situation will not be allowed to 
arise in future. The Committee recommend that 
NTC should consider the feasibility of selling 
the yarn directly to the mills instead of through 
private merchants. 

31 8.19 The Committee further note that the Govern-
ment have lifted the price and distribution con-
trol on yarn since last year and the products 
are now marketed through ar,a agents openly. 
They were informed that in certain areas of 
Gujarat, certain buyers formed a syndicate 
and managed to buy yarn from NTC mills 
at low prices and then to sell it to handloom and 
weaver organisations at a premium. The NTC 
mills, however, seem to have suggested that it 
would be in the interest of the handlooms and 
weavers to combine themselves into a body and 
buy their requirement; direct from the mills in-
stead of through intermediaries, and the NTC 
were prepared to help them in regard to the 
payment terms. The Committee agree that this 
is a step in the right direction and recommend 
that the corporation should examine the feasi-
bility of selling the yarn direct to the hand looms 
and weavers or to organised bodies of the wea-
vers to eliminate profits by middlemen and to 
avoid malpractices in the distribution of yarn. 
The Committee also recommend that the State 
Governments should be asked to gear up their 
distribution machinery to ensure that the yarn 
allotments follow the actual demand pattern 
and distribution of yarn is made to the users in 
the best public interest. 

32 8.30 The Committee note that the distribution of 
controlled cloth is at present done through five 
chanels viz., mills own retail shops or autho-
rised retail spops in semi urban/semi rural 
areas, super bazars in cooperative sector, 
National Cooperative Consumers Federation, 
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fair price shops run under the aegis of State 
Governments and any other agency in the 
Cooperative Sector specifted by the State Gov-
ernment. 

8.31 According to the in· .. tructions issued by the 
Government of IndIa; the NTC mills, like other 
mills, can 'leU only 10 per cent production of 
contr.ollp.d c.lo~h through the retail outlets and 
the balance has to be sold through National 
Co,)peratiVl> Con'3~Ulwrs' Federation. 

8.32 The Committee are informed that there are 
500 retail outlets of the NTC mills, which ac 
cording to the instructions of the Textile Com-
missioner have to be manned only by NTC 
under its own staff and not to be given to autho-
rised persons and all the inventClries in the 
shops must be held on behalf of the mill. As 
NTC mills are allowed to sell only 10 per cent 
of the controlled cloth production through their 
retail outlets almost the entire over heads of 
distribution have tQ be borne by the balance 
production. The Committee are also informed 
that if the NTC is allowed to ~ee all the control-
led cloth production of its mills through its own 
distribution system it can establish its outlets 
in the rural areas also where they can sell the 
controlled cloth along with non-controlled cloth; 
otherwise, the· Corporation has to confine itself 
to the urban population where there is greater 
demand for the rest of the production. NTC is 
of the view that its distribution system, which 
falls in the category of public distribution sys-
tem, should not be equated with the marketing 
system operated by the private sector mills_ 
The Corporation is also of the view that it 
should be allowed to set up outlets wholly man-
ned by its own staff in bigger places but in other 
places, it should be allowed to have outlets 
whicb are under its discipline and are manned 
by its staff for sale of controlled clotq. 

8.33 The Committee are informed that though 
one of the objectives laid down in the Nationa-
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lisati<?n Act is that the cloth should be avail-
able at cheaper prices, when the NTC mills re-
duced prices of their production to the extent of 
20 to 30 per cent, and incurred the loss of about 
Rs. 9 crores in the exercise, the benefit of this 
reduction in prices was not passed on to the 
consumers by the intermediaries. 

U.34 According to the Ministry of Industry and 
Civil Supplies, basically there cannot be any 
dispute if the NTC is in a position to distribute 
a greater part of its controlled cloth output a~d 
establish the outlets in the rural areas if it 
considers the e,conomic3 of the proposal alright. 
The Committee also recommend that the COl"-
poration should in consultation with State Gov-
ernments evolve a procedure to ensure that the 
benefit of controlled cloth sold through the de-
tail outlets actually reaches the consumer. 

S.35 The Committee are of the opinion that with 
the nationalisation of the 103 mills, the NTC 
should like cooperatives, super bazars and f"ir 
price shops etc., come under the public distri-
bution system and therefore, the restriction that 
only 10 per cent of controlled cloth should be 
sold through mills· own retail outlets which has 
been imposed on all the textile mills (including 
NTC mills) should not be made applicable to 
the NTC mills. The Committee, therefore, re-
commend that Government should consider the 
feasibility of allOWing the Corporation to sell 
controlled cloth prod.uced by N.T.C. mills 
through the Corporation's own retail outlets 
along with other non-controlled varieties of 
cloth, to enable the NTC to sell/distribute the 
controlled cloth in the rural areas also and thus 
help the actuai consumers in getting the cloth 
without difficulty. 

8.36 The Committee 'also recommend that in order 
to ensure an equitable distribution of controlled 
cloth efforts should be made to locate the retail 

0·-- _____ ----- ----- ------------ --~ .-.~--
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shops from the district level to the block level. 
The Committe~ expect that the Corporation 
would no doubt examine the economics of open-
ing such retail outlets before establishing out-
lets in new areas including rural areas. 

8.37 The Committee wou~d also like that the Cor-

8.38 

9.18 

poration should consider establishing in the 
retail outlets a separate section soley for the 
distribution of controlled cloth so that the com-
mon man may not have any difficulty in the 
purchase of controlled cloth. 

The Committee note that under the present 
system of allocation of controlled cloth, there 
is stated to be a timelag of 2 to 3 months between 
the controlled cloth being produced in the mills 
of NTC and the payment for it reaching the 
mills and this difficulty has persisted even after 
it has been brought to the notice of Textile 
Commissioner and the National Cooperative 
Consumers' Federation. The Committee would 
like the Government to streamline the procedure 
so as to ensure that the NTC mills get prompt 
payment for the controlled cloth produced by 
them and are thus saved from this additional 
financial burden. 

The Committee note that under the export 
obligation scheme, in 1973 the NTC mills ex-
ported 118 million sq. metres of cloth which was 
more than their obligation of 98 million sq met-
res; in 1974 they could, however, export only 
52.6 million sq metres. Though the NTC has 
not yet been able to open new export oriented 
mills, which is one of its objectives, the Com-
miUee are glap to note that the first phase of 
modernisation of eight mills; has started paying 
dividends in terms of higher exports. The Com-
mittee stress that the modernisation schemes 
should be implemented expeditiously so that 
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the mills may be in a J><'Sition to step lip their 
production and improve exports. The Commit-
tee understand that a sudy on the marketing 
system of products of Government-managed 
mills had been entrusted to the National Council 
of Applied Economic Research which is ex-
pected to make specific recommendations in re-
gard to exports also. The Committee, however, 
find from the preliminary report given by the 
NCAER, that the NCEAR has suggested the 
creation of fql1y owned Marketing Subsidiarv 
known as NTC (International) to be managed 
by the Director (Marketing) of the NTC and its 
boar~ should have three directors viz. Director, 
Exports sales and import of raw materials, if 
any; Director Incharge of Production of export 
fabric and DiJ;'ector Incharge garment manufac-
ture. The NCEAR have also suggested that 
during a c(l,urse of next 4 to 5 years, the NTC 
(International) should establish a couple of 
textile units to produce fabric devoted entirely 
to exports and NTC (International) shOUld take 
up large scale garment manufactUring in col-
laboration with regional subsidiaries. The Com-
mittee are informed that as soon a'; the final 
report is received the Corporation would be 
taking a decision as to how the exports are 
to be organised. The Committee would, how-
ever, recommend that NTC shou\;I consider ex-
porting their products directly on their own 
rather than th~ough private merchants. 

The Committee further note that the Reserve 
Bank had in the past given instructions to the 
Banks to provide separate export credit upto the 
packing point and each Bank was to get this 
amount re-financed from the Reserve Bank. The 
refinancing facility has been stopped since Octo-
ber, 1974 by the Reserve Bank. The Banks are 
now reluctant to give any special crellit faci-
lities because of which the liqUidity position of 
----.~~. --.--.-.P.---·---·-----·-~- .------
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the mills and consequently the exports efforts 
are adversely affected. As· the export efforts 
deserve encouragement in national interest, the 
Committee would like the Government to look 
into the credit needs of exporting mills of NTC 
and take steps to enSUre that their export ef-
forts are not slackened becaUse of credit curbs. 

9.20 The Committee also note that the combined 

10.15 

10.16 

obligation scheme in re5lpect of controlled cloth 
and exports iii affecting the interests of the 
NTC mills adversely. They have dealt with this 
question in an earlier chapter and given their 
recommendations in this regard. 

The Committee note that the debt-equity 
ratio, as revealed by the financial results of the 
Corporation, 'Vas 1.32 : 1 in 1971-72, 1.34 : 1 in 
1972-73 and 1.25 : 1 in 1973-74. The Committee 
feel that in the interest of better financial 
management of the Corporation, it is desirable 
that the debt-equity ratio is brought to the 

recognised pattern of 1 : 1. 

The Committee also note that while the 
working resul~s of the Corporation, as such, 
showed a profit, (after tax) of Rs. 13.94 lakhs 
in 1971-72, Rs. 26.08 lakhs in 1972-73 and Rs. 32.11 
lakhs in 1973-74, the mills taken over by the 
Corporation incurred a loss of Rs. 18.75 lakhs 
from the date of take·over till March, 1971, (in 
respect of 31 mills) and the cumulative losses 
rose to Rs. 26.19 crores till the end of March, 
1972, when the number of mills rose to 1978. 
The mills have been able to turn the corner since 
then and have reduced the carry-over losses to 
RI. 6.44 crores as on 31st March, 1974 by earn-
ing proftts of Rs. 1.38 crores in 1972-73 for 80 

.--- ------------_._-------
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running mills and Rs. 18.37 crores in 1973-74 for 
96 running mills. The Committee are constrain-
ed to note that at the time of take-over of the 
mills, in most of the cases the accounts had 
not been prepared for a number of years and 
even in cases the accounts had been prepared, 
the balance s~eets were not available. The 
Committee are not sure whether any action has 
been taken against such defaulting mills for 
this sad state ~f affairs. The Committee would 
like to be informed of the action taken to re-
construct thos~ accounts at least now with a 
view to ascertaining the correct financial posi-
tion of the m.ills so that the Corporation may 
take suitable remedial action to improve the 
financial positi,on. 

The Committee find that out of the total 
cumulative l~ses of Rs. 26.19 crores upto 31st 
March, 1972 incurred by t~ Mills Rs. 18.72 cro-
res were the losses incurred by only 4 mills, 
namely, !IndilUl United Mills, Bombay, Digvijay 
Spinning & Weaving Mills, Muir Mills and Sri 
Bharathi Mills, Pondicherry. The Committee 
were informed that higher labour cost, low pro-
ductivity, lack of modernisation were respon-
sible for the l.osses, and as a result of imple-
mentation of first phase of modernisation pro-
gramme, installation of additional automatic 
looms, providing balancing machinery and also 
erection of diesel power generation sets etc. 
now .initiated by the NTC to modernise these 
mills and improve productivity, these mills 
appear to be turning the corner. The Commit-
tee need hardly point out that this underlines 
the need for taking up the modernisation pro-
grammes on a priority basis. The Committee, 
therefore, desi~e that there should be a time-
bound programme for renovation/modernisation 
of the mills and special attention should continue 
to be paid to these four mills which have cauRP,d 
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such heavy losses to the Corporation in the past 
and that there should be no let-up in efforts al-
ready initiated to tUrn these losing concerns into 
profitable units as early as possible. 

39 10.18 The Committee also note that out of the 103 
mills taken over by the Corporation, 27 mills 
accounted for a loss of Rs. 8 crores in 1971-72, 
42 mills for a loss of Rs. 3.4 crores in 1972-73 and 
22 mills for a loss of Rs. 1.4 crores in 1973-74. 
Some of the main reasons for the losses are 
stated to be low productivity of machinery, ex-
cess labour force and consequent low produc-
tivity of labour, rise in wages, increase in cost 
of cotton content due to inefficiency of machi-
nery, power c~ts and shortage in working fin-
ances. The Committee· recommend that toe 
Corporation sh9uld take appropriate steps to 
effect economies in expenditure both in Head-
quarters and subsidiaries. introduce appropriate 
system of cost control, improve productivity of 
machinery and men by speedy implementation 
of modernisation programmes, rationalisation 
and proper dee10yment of labour. The Commit-
tee also recommend that the Corporation should 
conduct a critical review of the working of the 
mills and identify the mills which would con-
tinue to incur substantial losses and take con-
certed crash measures, including diversification, 
if necessary, with a view to improving their 
financial viability. 

40 10.19 The Committee also note that the adminis~ 
ration and establishment expenditure of the 
Corporation increased from Rs. 13 lakhs in 1971-

..... - - 72 to Rs. 44 lakhs in 1973-74. The Committee 
are informed that the increase in expenditure 
was due to the increase in the number of units 

------- --- ------
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to be manageq. by the Corporation from time 
to time and on account of the revision of pay 
scales in the light of the Pay Commission's re-
commendations. The Committee have given 
iheir recommendations in regard to increase in 
staff strength in a separate chapter of this 
Report. 

! 
10.20 The Managing Dire~tor, NTC, stated during 

10.26 

evidence· that "The Act regarding nationalisa-
tion has been passed only last month and the 
whole structure, at present, is under review 
and we will b~ winding up our regional offices 
also. After subsidiary corporations are form-
ed, we will have another look at this." The 
Committee recommend that the Corporation 
should have a second look It the C'rganisational 
structure of the Headquarters and the subsi-
diaries and rationalise the staff strength at all 
levels right from the beginning to avoid the 
phenomena of over-staffing, which is usual with 
the public sector. 

The Committee note from the report Of the 
Statutory Auditors that the CorpofatioU bas 
not yet compiled the Accounting Manual, nor 
has it fully implemented the Internal Audit 
Manual already prescribed. In the regional 
offices of Bombay and Bangalore, the accounts 
staff have not been properly utilised while nc 
internal audit control has been introducet, in 
spite of the sanctioned posts for the cell. 

10.27 The Committee are informed that steps have 
been taken to prepare an Accounting Manual 
early in 1974-75 and work had to be suspended 
to include new procedure because of nl'ltiona-
lisation of the Mills. As the mills have since 
been nationalised, the Committee hope that the 

_. ___ .~r ___ ------- - -----
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NTC would now loss no time in compiling the 
AccQ~nting Manual and also organising tlle In-
ternal Audit Units at appropriate levels, so as 
to lay down p'roper accounting procedures and 
to keep regular checks over the accounts and 
financial transactions of the Corporation and 
the Subsidiaries. The Committee expect that 
the results of internal audit would be reported 
to the Top Management and Board so that suit-
able remedial action lIlay be instituted in time 
to rectify the deficiencies, if any, brought to 
notice. The Committee also desire that there 
should be a system 'by which weekly perform-
ance reviews on the individual mills are receiv-
ed by the subsidiarv corporations and furnished 
to the NrC SQ that the' Corporation may have 
an opportunity of reviewing the weekly /quarter-
ly /anu,ual performance of the mills and taking 
corrective actibn to remedy any short comings 
notioed . 

• ;. •• .:· .. 1 

The COrnp1ittee note. that the inventory of 
market yarn with the mills has arisen from 
1.77 million k"'3. !n march, 1973 to 2.51 million 
kgs. at the end of· March, 1974 and 4.19 million 
kgs. DY the erid of September, 1974 thus indi-

·clrting . that the lnventory of yarn has almost 
doubled itself during MaTch and September, 
1974. The Committee see no reason why there 
shduld be acCumulation:· of market yarn with 
the -Corporation while there is a shortage of yarn 
in the decentralised sector. Tht! Committee feel 
that the Corporation should arrange to meet the 
needs of varn in the decentralised sector and re-
duce its -inventOries keeping in view their own 
requirements. 

The Committee also find that the stocks of 
cloth has increased from 98.64 million metres in 
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March, 1973 t9 122.89 million metres in March, 
1974 and 150.34 million I.,etres in September, 
1974.' 

U.B The Committee recommend that the Corpo-
r~tion should t.ake steps to reduce its inventory 
of cloth by diverting the stocks to the various 
sales points according to the demands of the 
consumers for the different varieties of cloth 
at such points, The Commi~tee also recommend 
that production of cloth should be regulated on 
the basis of feed back information from the sub-
sidiaries about. the de-mand for the particular 
varieties and types of cloth to avoid excess in-
ventories. 

11.9 The Committee are informed that inventory 
9f goods and spares of the mills include obso-
lete and unsaleable items of goods and spares. 

. 'Th~ mills have oeen ~bi~ by' the Corporation to 
"'dispose them of by circulating a list of such 
., ifunis to all' th~ mills and,'~p the extent possible, 

': I 

I • '", I ~ ~ 

:,', the items sh6uldhedispb;s~d of within the 
"9rga~isatioh: "~e'Sbmtiiiyt~e recommend that 

. " " >'the Corporatio~, .should re~ew the position in 
. I >. this "x:egard ~,d' t.~.ke stock of all such obsolete 

. stores and spares and machinerv so that they 
~ may b~'disposed' oft!! tb~: b'est interests of 

t;he, Gorporation after following the proper pro-
'cedures for condemnation of these items. The 

. COmplittee also suggest. that in the case of any 
looms proposed to be disposed of, the Corpo-
ration may examine the question of selling such 
looms to the ex-workers of the mills in the 
interest of rehabilitating them. The Commit-
tee would, however, like to caution that this 
should not lead to any avoidable condemnation 
of looms or benami transactions. 
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The Committee are aho informed that ac-
tion is being taken by the Corporation to intro-
duce cardex system for maintenance of stores 
records which would help the mills in manag-
ing the inventory. The COmmittee feel that 
modern methods of inventory control should be 
introduced where nece-sary in the mills so that 
there can be effective control on stores and accu-
mulation of stocks and blocking of capital are 
avoided. The Committee also suggest that in 
the interest of ensuring uniformity in stores 
procedures, the Corporation should consider 
bringing out their OWn stores procedures and 
accounting manual for adoption by the different 
mills. 

The Commi ttee note that in their Report on 
National Textile Corporation the High.Powe!'-
ed Committee had observed that in thf 24 mills 
whlchwere examined by them, .s agaiIlit a 
total labour force of 78,662 on rolls prior to 
take over, 59,183 workers or nearly 75 per cent 
were employed. In three of the mills, the num-
ber of workers employed exc:eeded the number 
on roUs prior to take-over. Among the others, 
in 3 the employment was between 90 and 100 
per qent, in 5 between 80 and 90 per cent, in 
6 between 70 and 80 per cent, in 4 between 60 
and 70 per cent and in the remainig three, below 
60 per cent. The High Powered Committee fur-
ther observed that employment of labour in the 
mills was also on the high side. As against 
the actual number of operatives per 1,000 spind-
les employed by individual mills, it was observ-
ed that the standard average had been exceed-
ed by about 15 per cent in one unit, 30 to 50 
per cent in 9 units, and by 75 per cent to 100 
per cent in the remaining 5 units 
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12.8 The Committee also note that to deal with. 

12.9 

the problem of surplus labour in NTC mills, the 
NTC has evolved a scheme of rationalisation of 
labour in its mills under which if any worker 
wants to voluntarily retire, he is given certain 
compensation and certain other benefits. The 
scheme has so far been approved for implemen-
tation in 24 mills though it has actually been 
implemented only in aey.en mills. The Commit-
tee hOPe that this scheme will be extended to 
and implemented in other mills of N.T.C. ex-
peditiously, so that the mills are not loaded 
with avoidable surplus in the event of moder-
nisation of the Mills. The Committee recom-
mend that the scheme of labour rationalisa1:ton 
should aim at achieving the maximum produc-
tion/productivity and for this purpose Govern-
ment should consider t~e feasibility of intro-
ducing built-in incentives to workers. 

The Committee also note that by and large 
there is no active participation of workers in 
the management of the mills though Govern-
ment agreed during evidence that they wanted 
the Co-operation of all the workers and that 
the participation of workers in management 
was a desirab~e thing. The Committee were 
informed that in some mills workers were as-
sociated at shop level but there was no asso-
ciation of workers at the Board level. 

The Committee have in their 17th Report 
(Fifth Lok Sabha) on 'Personnel Policies and 
Labour-Management Relations in Public Under-
takings' stressed the need for workers' partici-
pation in the management which should be from 
the shop level to the Board level. The Com-
mittee recommend that the Corporation should 
set an example as a model employer by crea t-
ing a feeling of belonging amongst the workers 



1 2 

174 

3 

of t4e NTC mills, and for this purpose they 
feel that the representatives of empolyees 
should progressively be given participation in 
management at a'll ~els. The Committee also 
recommend that there should be a system of 
bunt-in incentives in the wage structure so as 
to increase th~ productivity of workers under 
the NTC. The Committee need hardly empha-
... the importanee of investment in human be-
ings whenever any programme of modernisation 
is undertaken. 

12.10 The Committee also recommend that if at 
any time, as a result of rationalisation, ret-
renchment of labour becomes inevitable, it 
must be ensured that the workers are paid 
their statutory compensation and other dues 
and are also assisted in rehabilitating them-
selves. 

GMGIPND-RS 111-612 (Aii) LS-18-7-75-400. 
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