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INTRODUCTION

I, the Chairman, Estimates Committee, having been
:authorised by the Committee to submit the report on their
‘behalf, present this Hundred and Sixty-Fifth Report on the
Ministry of Commerce and Industry—Office of the Textile
‘Commissioner—Part IV.

2. A statement showing an analysis of the recommen-
dations contained in this report is also appended to the
report (Appendix V).

3. The Committee wish to express their thanks to the
Secretary of the Ministry of Commerce and Industry and
the Textile Commissioner for placing before them the
material and information that they wanted in connection
with the examination of the estimates. They also wish to
express their thanks to the representatives of the Bombay
Yarn Merchants Association, Bombay; Madras State Hand-
loom Industry and Trade Association, Madras; Powerloom
Weavers Federation, Bhiwandi; Silk & Art Silk Mills’ Asso-
ciation, Bombay; Silk and Rayon Textile Export Promotion
Council, Bombay; and the Chairman, Development Council
for Art Silk Industry, for giving evidence and making valu-
able suggestions to the Committee.

NEw DELHI; H. C. DASAPPA,
The 26th March, 1962. Chairman,
Chaitra 5, 1884 (Saka). Estimates Committee.



I
ART SILK INDUSTRY
A. Introduction

‘The production of rayon yarn in France on a commer-
cial scale in 1884 and manufacture of cloth out of it in 1889
started a new era in the textile industry. Research has since
been continuously going on in advanced countries for deve-
Jopment 8f more and more man-made fibres with improved
.and lasting qualities. Rayon, the oldest member of the
man-made fabric family, continues to retain a prominent
position. It is estimated that on average the consumption
of rayon textiles in foreign countries is over 20 per cent of
all textiles as against 5 per cent in India.

2. The industry was started with imported yarn in 1932
and at present there are about 57,000* authorised power-
looms working on art silk|staple fibre. The production of
art silk and mixed fabrics at the end of the Second Five
Year Plan is estimated at 550 million yards as against the
target of 515 million yards. The target for the Third Five
Year Plan has been put down at 775 million yards.

3. India took to production of art silk yarn only in 1951.
Notable progress in the production of rayon yarn was made
in the Second Five Year Plan and the target for the Third
Five Year Plan is even more ambitious as would be seen
from the table given below:

Second Five Year Third
Plan

Five Year
Plan
Target Actual Target
Produc-
tion
1. Rayon Filament Yarn 100t 47.6 140
2. Staple Fibre . . 561 48-0 75

*In addition 13,180 unauthorised non-cotton powerlooms &are stated t
thave applied for reg’ularisau'on. °

{Revised figures—the original target was:
Rayon Filament Yarn . . . . . 68-3 M. Lbs.
Staple Fibre . . . . . . 32 M. Lbs.
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B. Rayon Grade Pulp

4. Rayon Grade pulp, out of which art silk yarn is pro-
duced is imported. The quantity imported during the First
and Second Plan was about 35,000 and 158,000 tons res-
pectively valued at Rs. 3.5 crores and Rs. 16 crores. The
main difficulty in the manufacture of rayon grade pulp in
the country is stated to be due to lack of sustained availa-
bility at economic price of adequate quantities of long fibred
soft woods which are the conventional raw material. In
recent years, pilot plant work carried out in India and abroad
has established the technical and economic feasibilities of
utilising bamboo and hard woods for manufacture of rayon
grade pulp. Another raw material for the manufacture of
the pulp is cotton linters. °

Ca 5. In order to achieve self-sufficiency in rayon grade pulp:

Licensed by the end of the Third Plan, schemes involving an additional

f?;npggdn‘:;;n investment of Rs. 50 crores with a foreign exchange com-

Grade Pulp. ponent of Rs. 32 crores have been licensed (vide Appendix
I) for the manufacture of rayon grade pulp from bamboo
and soft woods and cotton linters to the extent of 2,67,000
tons and 39,300 tons respectively as against the target of
1,00,000 tons per annum laid down in the Third Plan. It
was expected that the pulp produced would be roughly of
the same standard as the pulp presently being imported.

Asked about the high figures of capacity licensed as.
compared to the target, the representative of the Develop-
ment Wing (Ministry of Commerce and Industry) stated
that the Government had deliberately done so for the follow-
ing reasons:

(1) The bamboo pulp could be used for production of
rayon only to the extent of 50 to 60 per cent
because of its high silica and ash content. In
other words, the rayon pulp used for the produc-
tion of yarn would be only about 1,40,000 tons:
if all the licensed schemes were to materialise.

(2) It would take five to six years from the time of
issue of licences for the actual production to start

and another one or two years for the full capacity-
to be reached.

(3) Some schemes licensed might not materialise at all.

As regards cotton linters, it was stated that though at
present only 1500 tons of cotton linters were being recovered,
the country had a potential capacity of collecting 40,000
tons. Licences issued for the manufacture of cotton pulp
and the steps taken to popularise the use of cotton seed cake:
as cattle feed were expected to result in increasing the col-
lection of cotton linters. As a last resort cotton linters
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could also be imported to meet the initial requirements from
countries producing long staple cotton.

The Committee are glad to note that attempts are being
made to attain self-sufficiency in rayon grade pulp which
would result in saving of foreign exchange of substantial
amount. Efforts may be made to increase the collection of
cotton linters from indigenous sources so as to keep the im-
ports to the minimum,

C. Quality of Yarn Produced

6. The Committee heard a number of complaints regard-
ing the quality of indigenously produced art silk yarn. The
Working §Group of the N.ILD.C. for the rehabilitation and
modernisation of the art silk industry had also drawn pointed
attention to this matter in its reports thus:

“There has been consistent complaint from the weavers
that viscose and acetate yarn currently being pro-
duced by the Indian manufacturers is far from
satisfactory in respect of evenness of denier, the
tensile strength, brightness and lustre of yarn and
freedom from knots.”

The Second Silk and Rayon Delegation had also em-
phasised the need to improve the quality of indigenous yarn.

A view was expressed by some of the representatives of Quality of
the trade and industry who appeared before the Committee g:;"bly’“l’gg;
that the quality of yarn produced by only one Mill was genous
fairly equal but not on par with that of yarn produced by Manufactu-
foreign manufacturers while the yarn produced by other ™™
indigenous manufacturers was not upto the mark. The
representative of the Ministry while admitting that the qua-
lity of yarn produced in the country varied from spinner to
spinner, stated that some of the mills were taking steps to
improve, the quality which, it was found in one case, depend-
ed on ‘strict observance of the rather exacting physical con-
ditions required for manufacture. The Textile Commissioner
stated that the desirability of improving the quality of yarn
was impressed by him on the spinners at a recent meeting.

The Committee were informed that the Indian Standards
Institution had been approached about a year and a balf back
to lay down standards for different varieties of yara. Draft
standards for different qualities had been prepared and
a Sub-Committee was scrutinising them in detail. The final
standards were expected to be ready shortly. The Textile
Commissioner pointed out that the standards would not be
enforced statutorily but the industry was expected to accept
them voluntarily.
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The Committee are surprised that the industry which
was established in the country only ten years ago and which
could have easily profited from developments in technique
and experience of other countries had failed, by and large, to
produce yarn comparable in quality to imported yarn. It
was pointed out to the Committee that in some cases the fall
in quality was due to certain defects in the processes of pro-
duction. They would suggest that energetic steps may be
taken in consultation with the concerned interests to rectify
these defects speedily and to improve the quality of art silk
yarn. The Committee hope that Indian Standards Institu-
tion will finalise the standards for art silk yarn early and that
all the Mills will readily come forward and adopt the
standards.

[ ]

D. Sale of Reject Quality Yarn

7. Art silk yarn of four different qualities are marketed
namely, First, Second, Third and Fourth. Yarn which is
not included in any of these four categories due to certain
defects etc. is classified as ‘reject quality’.

The table below shows the quality-wise production of art
silk yarn since 1960:—

(Figures in thousa Kgs.)
Year First Second Third Fourth Reject Total
Quality Quality Quality Quality Quality
Viscose RayonYarn
1960 9938 3789 344 3791 II71 19,033
(52'2) (20°0) (1-8) (20-0) (6-0)
1961 8890 2603 670 994 618 13,775
(Jan-Aug) 64°6) (18:9) (4°8) (720 (4°5)
Acetate RayonYarn
1960 1253 446 43 Nil 18.3 ‘o 925
(65-2) (23°'1) (2°3) 9-4) ’
1961 1063 200 30 Nil 48 1,341
(Jan-Aug) 793 (14'9) (2:2) e Ot

While the yarn in the first four categories was allocated
to the consumers under a Distribution Scheme*, the reject
quality was not subject to any regulation. It was pointed out
to the Committee that some mills taking advantage of the fact
that reject quality could be sold freely in the market were
markmg even Second and Third qualities as reject quality
and selling it in open market at high prices.

*See paras IT and 12.
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8. The representative of the Ministry admitted the possi- Rl?ct:éctiom
bility of spinners having resorted to marking of Second and §2 G of
Third qualities as ‘reject’ to by-pass regulations. In order Reject qua-
to check against any such abuse it had recently been laid Lty
down by Government that mills should obtain permission of
the Textile Commissioner before reject quality yarn was sold
and that the names of the parties to whom the yarn was sold
should also be intimated to the Textile Commissioner. There
was no special check exercised at the mill premises to see
that the quality of yarn was correctly marked except through
the periodical inspection by the staff of the Textile Com-
missioner’s Organisation, which it was admitted was not
likely to ®ring to light such irregularities. The Textile
Commissioner stated that price differentials between the
different qualities had been fixed from 1st April, 1961. The
difference between the first and reject quality has been kept
at Rs. 0.60 per Kg. and it was hoped that the temptation to
mark superior quality yarn as reject quality would be greatly
reduced.

9. A complaint also reached the Committee that some of Marking of
the mills stamped second quality yarn as of first quality. ]Sjet?ggagt“"

The representative of the Ministry stated in his evidence ;’,,‘ﬁ mt;f

that there might be some cases of this nature but it was not
a general complaint. He added that under the existing
arrangements it was not possible to do anything at the factory
stage to obviate such malpractices but such matters could be
investigated on receipt of complaints from weavers and other
users and appropriate action taken.

10. The Textile Commissioner disclosed that they were
investigating a complaint against a Spinning Mill for such
wrong marking of quality of yarn.

The. €Eommittee hope that the Government will plug all
the loopholes. If need be, the sale and distribution of reject
quality yarn which could more appropriately be termed as
Fifth Quality yarn, may also be brought under the Distri-
bution Scheme.

E. Distribution of Yarn

11. The indigenous art silk yarn is distributed on a
quarterly basis to the various sectors by the Textile Commis-
sioner with the assistance of the Distribution Committee
which is a sub-Committee of the Development Council for
art silk industry. Representatives of spinners, manufactur-
ers, handlooms and small powerloom interests are all repre-
sented on the Distribution Committee.

1862 (Ai) LS
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12. It was pointed out to the Committee by representa-
tives of Art Silk Association and a Powerloom Weavers Fede-
ration that the loom owner was issued a card in which his
quota of yarn from different mills was written down but
since mills produced different deniers and different qualities
of yarn, the weaver had perforce to dispose of in the open
market such of the yarn supplied which he could not use and
buy instead what he needed. The prices spiralled up because
of these transactions. It was alleged that certain mills
charged unauthorised premium for supplying yarn of re-
quired denier to the Card Holders.

During evidence the representative of the Ministry stated
that yarn manufactured by different manufactprers was
allotted to the Card holders at their request as they desired
that they should get a minimum quantity of yarn manu-
factured by particular manufacturers. With effect from the
1st July, 1961 the indigenous yarn manufacturers -have been
requested by the Textile Commissioner to allocate only one
quality of yarn to small powerloom units whose allocation is
less than 6 cases each of 93 Kgs.

The Committee feel that in the allocation of indigenous
art silk yarn the interests of small consumers should receive
the special attention of the Textile Commissioner.

F. Price of Indigenous Yarn

13. The Committee were informed that the Textile Com-
missioner had fixed prices of acetate yarn as per the recom-
mendations of the Tariff Commission which had enquired
into the matter in 1959. As regards the prices of viscose
yarn, the indigenous manufacturers had themselves fixed the
prices on the basis of those prevailing in the first quarter of
1957. These prices have been enhanced to the extent of
increase in excise duty levied from time to time. As for the
increase in excise duty in 1961-62, 60 % was stated, to have
been absorbed by the spinners and 40 per cent passed on to
the consumers.

14. There is no regular machinery available with the
Textile Commissioner to verify that art silk yarn is in fact
sold at the prices fixed. The only means available to the
Textile Commissioner of even ascertaining the selling prices
of indigenous yarn seems to be the monthly returns of pro-
duction and sale of yarn indicating selling prices, which the
manufacturers are required to submit and a copy of which is
also sent to the Distribution Committee. The Committee
feel that the control over the distribution and price of the
indigenous art silk yarn being lax has not achieved the
objectives with which it was set up and this is borne out by
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:the high prices for art silk yarn prevailing in the market.
"They suggest that the Textile Commissioner may make sur-
prise token purchases in open market in order to check if
excessive prices are being charged and follow up cases so
.detected and established with all possible corrective measures.

15. It was also brouglt to the notice of the Committee
‘that some allottees preferred to sell away their yarn as they
-got good profit over such transaction. There were in exis-
tence ‘ghost looms’ which actually remained idle. The
-Committee feel that measures should be taken to bring to
.book such cases and deterrent action, including cancellation
«of yarn quota, taken against the card-holders.

16. The consensus of non-official opinion placed before
‘the Committee was that the prices fixed for indigenous art
silk yarn were considerably higher than international prices.
The representative of the Ministry also agreed that the prices
were about 40 per cent higher. The Committee suggest that
‘the question of cost of production, price, profit margin of art
silk and staple fibre yarn may be referred to the Tariff Com-
wmission for detailed examination and report.

G. Price of Imported Art Silk Yarn

17. Import licences for yarn are given in favour of either
actual users or manufacturer-exporters under export pro-
‘motion scheme. The established importers are required to
notify to the Textile Commissioner the actual imports against
the total licences granted and to effect the sale of imported
yarn only on the directions issued and at the prices fixed
by the Textile Commissioner. The Committee were in-
formed by a representative of Yarn Merchants Association
that impprted art silk yarn was sold in the market at a very
high premium. The margin of profit was stated to be about
175 %. The representative of the Power Loom Weavers’
Federation stated that the premium on the sale of impcrted
yarn ranged between 150 to 200 per cent.

The representative of the Ministry stated during evidence
that yarn could not be sold by the allottees and in theory,
‘there ought to be no free marketing in yarn. He further
stated that it was not permissible for an allottee to sell the
yarn allotted to him but it was difficult in practice to prove
the actual sale by the party who should not have sold it
because of so many intermediaries. The penalty for indul-
ging in such sales was to disentitle the party from imported
“yarn but in actual practice it had not been imposed in any
<ase. The Committee cannot but regret this undue laxity.

Sale of Yarn
by Allottees.



They feel that the imposition of penalty in a few cases of
proved irregularity would have gone a long way in discourag-
ing and even in putting an end to such malpractices. They
recommend that Textile Commissioner should take steps to
see that yarn imported by the manufacturers or actual users
is not irregularly passed on for profit. They recommend that
the Government may devise steps to ensure that the imported
yarn is used by the manufacturers, handloom owners, and
actual users. and does not find its way into the “free market”
which results in the spiralling up of the prices.

H. Weaving Sector

18. The number of handlooms and powerloom§ working
on artsilk fabrics at the end of the First and Second Plan
periods are indicated in the table below:—

Handlooms on Powerlooms on
Art silk Fabrics Art silk Fabrics

Number Production Number Production
of looms (Million oflooms (Million
(installed Yards) (installed Yards)

capacity) capacity)
At the commencement of the
First Plan Period . . N.A. N.A. 25,801 190
At the end 6f the First Plan
period . . . . 150,020 6 37,727 249
At the end of the Second Plan
period . . 150,000 6 54,101 438

The Committee were informed that at present about
57,000 authorised powerlooms are working on artsilk. The
‘authorised’ or ‘registered’ powerlooms are entitled to the
supply of artsilk yarn as a quota holder under the Djstribu-
tion Scheme.

The Textile Commissioner has also received applications:
in respect of about 13,180 unauthorised non-cotton power-
looms for registration. The Committee understand that
separate figures for the exact number working on artsilk
varn are not available.

The unauthorised powerlooms are being regularised in:
accordance with the Press Note dated the 5th November,
1960. So far permits in respect of about 3,450 powerlooms.
have been issued and the balance applications are being
examined by the Regional Offices of the Textile Commis-
sioner. The Committee consider that the progress in the-
regularisation of the powerlooms has been slow and should
be speeded up.
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19. The quota of yarn allowed per powerloom for the
quarter July-September, 1961 was 0-43 Kg. and for the
previous quarters as under:—

April-June, 1961 . . . . . 0-65 Kg.
Jan.-March, 1961 . . . . . 0-65 Kg.
Oct.-Dec., 1960 . . . . . 0-78 Kg.
July-Sept., 1960 . . . . . o0-91 Kg.
April-June, 1960 . . . . . 068 Kg.

‘The above quota was in addition to whatever was the
.entitlement under the Export Promotion Scheme. The ave-
rage consumption of yarn per powerloom per shift of 8 hours
is estimated to be 2-05 Kg.

Leavthg aside the quantity of yarn that may be availa-
‘ble undzr the Export Promotion Scheme. the normal quota
of yarn: allowed meets only about 31 per cent of the require-
‘ments.

Th= Ministry have estimated that for the existing num-
ber 0. powerlooms and ancillary industries 120 million 1bs.
of yarn are required per year. As the current indigenous
production of art silk is only 78* million lbs., it means that
42 million lbs. of yarn valued at about Rs. 13 crores have
to be imported if the requirement is to be met in full. If
yarn is to be issued for all powerlooms, including those which
.are awaiting regularisation and those which are not claiming
.quota at present, then the total requirements work out to 175
million lbs. If this requirement is to be met in full 97 million
Ibs. of yarn valued at Rs. 30 crores would have to be im-
ported. In view of the tight foreign exchange position, the
imports of yarn had been only of the order of Rs. 10.82 cro-
res in 1960-61 and Rs. 10.50 crores in 1959-60 and there
‘was little change of stepping them up. Considering these
-circumstances, the representative of the Ministry expressed
‘the view that it might be advisable to shift some of the
powerlboms working on art silk to cotton. He, howcver,
pointed out that it might have repercussions on powerlooms
-and handlooms working on cotton as the supply of cotton
yarn at present was nct very abundant.

The Cor=ittee consider that the planned entry of power-
looms from art silk in stages into cotton textile industy may
not create, in the context of increase in the cotton spinning

*Indigenous production of art silk yarn is as follows:
“Viscose . . 48 million lbs.
Staple Fibre - 48 million Ibs. or 30 million lbs. of artsilk. 48 million
Ibs, of viscose have been taken by the Ministry to

be equivalent to 30 Ibs. of artsilk yarn for these
tions.
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capacity already licensed as part of the Third Plan pro--
gramme, any disproportionate or insurmountable difficulty of
finding adequate cotton yarn for these and other powerlooms:
and handlooms which are presently working on cotton. The
Committee recommend that this matter may be gone into-
early by Government in consultation with the various sectors-
of the industry.

20. The Committee were informed by the representative:
of the Ministry during evidence that at present there was
no arrangement for holding joint consultations with repre--
sentatives of cotton, silk and art silk industry, etc., for the
purposes of evolving an agreed policy for distribution of-
yarn and manufacture of textiles. The Committee«feel that
it would be useful if representatives of all the diverse in-
terests constituting the textile industry were jointly consulted”
periodically by the Government so as 1o evolve an agreed’
pattern of distribution of varn ard manufacture of fabrics.

1. Rehabilitation & Modernisation

21. The Working Group for rehabilitation and modern-
isation of the artsilk industry (1960) appointed by the*
National Industrial Development Corporation assessed the
requirements of rehabilitation and modernisation of the in-
dustry at Rs. 15 crores. It stated that the above outlay:
during the Third Plan would enable replacement of about
309% of the machinery in the industry. Out of Rs. 15
crores, machinery would account for Rs. 12.5 crores the
balance being for installation and building. It also assessed'
that machinery worth Rs. 3.75 crores should be made-
available from indigenous production and recommended the
import of machinery of approximately Rs. 9 crores in value.
The representative of the Ministry informed the Committee:
that a number of schemes had been licensed for manufac--
ture of powerlooms and preparatory machinery. The.Com--
mittee suggest that vigorous efforts should be made to deve-
lop the manufacture within the country of up-to-date
machinery for artsilk and man-made fibre industry so that
as large a proportion of the industry’s requirements as possible-
is met by indigenous manufacture.

Referring to the urgency of the problem of rehabilita--
tion and modernisation, the Working Group had observed
that the majority of the units in the industry had not main-
tained the machinery properly and that a large part of the
machinery installed in the weaving units would go out of
commission. The Study Group was hopeful that by equip-
ping the industry with the latest equipment there would be
welcome increase in its productivity and improvement im:
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quality, which should help to step up exports to Rs. 8 to 9
crores as compared to the present level of Rs. 5 crores.

22. As for the finances for the rehabilitation and modern-
isation scheme, the Working Group expressed the view that
the Industry was in a position to raise about 759, of the
funds necessary from its own resources and that the balance
25%, may be made available by Government lending institu-
tions like the National Industrial Development Corporation,
Industrial Finance Corporation, etc. Government had not
accepted the recommendation in so far as it related to loan
assistance to be provided by National Industrial Develop-
ment Corporation on the ground that the Industry could
finance m8&dernisation programme from its own resources or
from Industrial Finance Corporation and other credit
institutions,

The Committee find that as in the case cf cotton and
woollen textile industry, the Textile Commissioner’s Organisa-
tion has not kept itself fully posted with the progress of the
schemes for rehabilitation and modernisation of industrial
units and the extent of financial assistance obtained by them
from Industrial Finance Corporation and other institutions
etc. They suggest that a millwise plan for rehabilitation and
modernisation may be got prepared by the Textile Commis-
sioner and the industry assisted by indicating the sources
from which suitable machinery could be procured.

J. Research

23. The Committee understand that no research in the
manufacture of rayon and other man-made fibres has yet
been undertaken either by the Silk & Artsilk Mills Research
Associations and/or other textile research institutes estab-
lished in the country. The Committee see no reason as to
why the Silk and Artsilk Mills Research Association which
receives” substantial grants from Government has not yet
undertaken any research in the field of artsilk. They hope
that the Research Institute and the industry, realising the
importance of research in a period of rapid advances in
techniquz would come forward enthusiastically to devote
time and money for research in Artsilk Yarn and fabrics.
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EXPORT OF ARTSILK FABRICS
A. Export Promotion Scheme

24. The Export Promotion Scheme for the artsilk
fabrics was first introduced in 1957 when the exports had
fallen to a low figure of 2:61 million yards from 7-82 mil-
lion yards in 1951.

The scheme was revised in July, 1959. The revised
scheme envisaged the grant of licences /to the manufac-
turers of artsilk fabrics for import of artsilk yarn on the
basis of 100%0f the f.0.b. value of cloth exported. This,
it was stated, resulted in the malpractice of over-jnvoicing.

Basis for Besides, the procedure of fixing import entitlement for
é‘;"t‘i"t‘l‘é‘gﬂ‘:;“ each particular variety of artsilk fabrics was found cumber-
* some entailing delays. The Government, therefore, decided
that the entitlement should be fixed on the basis of per 1b.
of a particular type of yarn used in the exported fabrics and
a revised schedule was accordingly prepared and enforced
with effect from 1st February, 1960. This, however, had
led to under-invoicing for the entitlement was related to
the weight of yarn used in the exported fabric rather than
the price it fetched.

In the latest scheme (Appendix II) the basis of work-
ing out entitlement has begn changed to 100% of the f.o.b.
value of arisilk fabrics. Before import entitlements are
granted, a schedule of international prices of corresponding
fabrics will be worked out by the Textile Commissioner and
the actual import entitlement of the exporters will be limited
to 1009, of the f.o.b. value of export or the international
price, whichever is lower.

The Committee understand that the change from weight
basis has been necessitated due to the drain on foreign ex-
change resources as the value of foreign exchange earned by
way of exported fabrics, was far less than expended on im-

Weight basis POTt Of yarn which was claimed as entitlement. It has been
for working pointed out to the Committee by a representative of the !
out entitle- timy—of-Rs—tH68—for—importof—artsilk—yarmas—against—the-
TERT. X. 2/40X2/40s 60 reeds and 60 picks) weighing about 28
pounds entitled an exporter to a foreign exchange alloca-
tion of Rs. 168 for imnort of artsilk varn as against the
foreign exchange earned of Rs. 53 which was the actual
sale price of the cloth at 53 nP per yard.” There has also
been criticism in the press that “under the previous scheme
mport licences for artsilk yarn worth about 9 crores were
issued against the export fabrics worth 35 crores, entailing
a net loss of foreign exchange worth Rs. 55 crores”. The
Committee were informed that the value of excessive en-

He WY & hdate 1 teo vavis g Alaple e I
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titlements allowed under the scheme had not been worked
out precisely.

The Committee note that the criteria for working out
entitlement has undergone frequent changes and had given
rise to malpractices like over-invoicing and under-invoicing
as the case may be which led to the depletion of very large
amount of foreign exchange which the country could ill
afford. ‘It appears to the Committee that either there is no
effective machinery to watch the working of the incentive
scheme or if there is one it has failed in its duty completely.
They are of the opinion that a detailed investigation into
the circumstances under which the scheme was so mani-
pulated by the exporters and manufacturer-exporters as to
result in heavy depletion of foreign exchange may be
Conducted. Constant watch on the working of the present
scheme should also be kept to ensure that there is no abuse
of the scheme as was the case with the previous ones.

B. Pre-skipment Inspection of Artsilk Fabrics

25. The pre-shipment inspection of artsilk fabrics ex-
ported under the Incentive Scheme is carried out by the
Inspection Organisation of the Textile Commissioner which
works under the administrative control of Regional Offices
at Calcutta, Bombay, Madras, Kanpur, Ahmedabad and
Coimbatore.

It was pointed out in evidence by a representative of an
Artsilk Mills Association that delays in carrying out ins-
pection of goods offered for export had increased from 3
to 23 days.

At the instance of the Committee the following state-
ment showing quantities of artsilk fabrics offered every
month for inspection and the quantity awaiting inspection
was furnished by the Ministry.

(Figures in lakhs yards)

Monthe Quantity  Quantity
offered awaiting

forins-  pre-ship-

pection ment ins-t

Quantity of
artsilk fab-
rics offered
for inspec-

and

pection at quantity
the end of &waiting Ins-

the ronth Pection.

Jan. 1961 . . . . . . . 30-63 7-10
Feb. 1961 . . . . . . . 48-96 15:70
March 1961 . . . . . . 87-70 29-78
April 1961 . . . . . . . . 65-12 9:47
May 1961 . . . . . . . . 82:22 25-00
June 1961 . . . . . . . . 15166 7825
July 1961 . . . . . . . 93-I0 70-63
Aug. 1961 . . . . . . . . 18881 I1I-10
§gp£_1_96x 192-76 67-48

The Committee note that there has been a tendency

since June, 1961 to aliow the goods for inspection to accu-
mulate.

1862 (Aii) LS—3.
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The representative of the Ministry stated that delays in
the past were due to limited number of inspectors and that
recently, the inspectorate strength had been increased by
11. He expressed the view that accumulation of a large
quantity of cloth at the end of August, 1961 was mainly
because of offers of large quantities of cloth for pre-
shipment inspection as the traders apprehended that Go-
vernment would reduce the incentive in the following licens-
ing period. A Regional Office was also being opened at
Amritsar to facilitate inspection locally.

The Committee are glad to know the steps taken to im-
prove the inspection service. The Committee suggest that
Government may lay down a time limit within which the
goods offered for inspection would be inspected®and the
certificates issued.

C. Issue of Entitlement Certificates

26. The Committee were informed that there was con-
siderable time-lag in the issuc of entitlement certificate in
respect of exports of arisilk fabrics. The representative of
the Ministry stated that the average time taken was about
2% to 3 months. The delay had been due partly to in-
adequacy of inspection staff and partly to the time taken in
testing the fabrics for export and that the position was
improving.

So far as the deiay in the testing laboratory was con-
cerned, the Committee were informed by the representative
of the Silk and Artsilk Mills Association that the results of
the test were now being supplicd to the Textile Commissi-
oner's Office within about a week. The staff in the Re-
gional Offices was also being strengthened.

The Textile Commissioner pointed out that 90% of the
entitlement was allowed in advance on the basis of Char-
tered Accountant’s certificates and that the remaining 10%
was cleared after tallying the documents. While the Com-
mittee  welcome the grant of advance entitlements, they
would like the Government to reduce the time-lag between
inspection and issue of enitlement certificates.

D. Incentive on Post Parcels

27. The Committee understand that the question of
granting incentives on export of artsilk fabrics by post
parcels has been under consideration of the Government for
some time. Two difficulties were stated to be coming in the
way of including the post parcels in the scheme, namely:—

(i) shortage of inspectors; and
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(ii) necessity of ensuring that the parcel is not tam-
pered with after inspection till it is posted for
export.

The first difficulty has already been resolved with the
creation of additional posts of inspectors. As regards the
second difficulty, the Committee consider that it should be
possible for the Textile Commissioner to evolve a satisfac-
tory procedure in consultation with the postal and customs
authorities.

It was represented to the Committee that the minimum
yardage for pre-shipment inspection for export may be
reduced from 500 yards to 250 yards. The Committee would
like the Government to examine the matter as such a con-
cession was likely to help the smaller exporters.

E. Export of Readv-made Garments

28. It is well known that the world is taking more and
more to ready-made garments. The Second Silk and Rayon
Delegation which visited the Midle Eastern countries in 1960
had observed as follows:

“Another important feature which came to our notice
was the increasing demand for ready-made
garments in these countries. ... For instance.
spun rayon shirts are available for 24 shillings
upwards. More detailed study is necessary on
this point. The Delegation suggests that some
representative or delegation should be sent out
to study this factor as the demand for readyv-
made garments is expected to increase dispropor-

¢z tionately in comparison to fabrics.”

The Committee understand that the Silk and Ravon
Textiles Export Promotion Council is collecting data regard-
ing differences in prices of foreign garments in order to
suggest a suitable export promotion scheme for rayon gar-
ments. The representative of the Council stated in his
evidence that rayon garments industry, being a nascent indus-
trv, needs to be organised and assisted to enable it to com-
pete in the international market.

The Committee suggest that a survey of the demand for
readv-made rayon garments in foreign markets may be under-
taken earlv. The rayon garment industry may also be given
necessary facilities for export of rayon garments by the
introduction of a suitable scheme of incentives etc.
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F. Export Promotion Organisation for Artsilk Fabrics

29. The Silk and Rayon Textiles Export Promotion

Council which was set up on the 13th December, 1954 has
three-fold functions:

(i) to develop export-consciousness at home;

(ii) to acquaint the overseas buyer with the Indian
Silk and Artsilk manufacturers and to build up
his confidence for meeting his requirements from
India; and

(iii) to organise the export trade on a growing and

scientific basis. .

The Council has been assigned a number of other
responsibilities which are ultimately linked with export pro-
motion. The more important of these duties are to—

(i) scrutinise export documents and applications for
performance licence before their being forward-
ed to the licensing authorities;

(ii) scrutinise applications for allocation of advance
varn imported by the State Trading Corporation
under Export Promotion Scheme; and

(iii) Distribution of indigenous yarn.

30. The Committee understand that it is proposed to set
up a Rayon and Synthetic Textiles Development Corporation.
It would have representatives of Government, powerloom and
handloom sectors of weaving industry, spinning industry,
exporters, yarn merchants etc. The main object of the Cor-
poration is to establish, increase, support, protect, maintain
and promote the export of textiles manufactured from Rayon
and man-made fabrics. The details of functions proposed to
be assigned to the Corporation are given in Appendix III.

The Committee note that the functions envisaged for the
Corporation and those performed by the Council are similar
in many respects. It was pointed out to the Committee by
some representatives of the industry that the idea to form a
Rayon Textile Corporation was conceived in 1959 when Statce
Trading Corporation was not importing or distributing yarn
and that the circumstances had greatly changed since then.

31. The representative of the Ministry stated in evidence
that the similarity in functions of the Corporation and the
Export Promotion Council resulted from a reading of the
Articles of Association of the Corporation which he said had
been made comprehensive enough as an enabling measure to
meet any need that might arise. He clarified that the main
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function of the proposed Corporation would be to import
yarn from abroad. It might also at a later date be entrusted
with the task of exporting fabrics to countries where there was
State trading. It differed from the Export Promotion Council
in that the Corporation would be a commercial body whereas
the Council functioned as a promotional organisation.

The Committee are unable to appreciate the need for
setting up a Corporation with functions which are now being
performed by the State Trading Corporation and the Export
Promotion Council. If, as stated, it is intended to deal in the
long run with exports to countries where there is state trading
they fail to see why the State Trading Corporation which is
already in the field and has gained experience in such trade
should nd be entrusted with it. As for using it as an agency
for importing yarn there is no reason why the State Trading
Corporation who have been handling these imports for
several years should be dispensed with in favour of a new
undertaking. Besides, the distribution of yarn is stated to
have greatly improved since this work was taken over by the
Distribution Committee of the Development Council for
Artsilk Industry. In the circumstances they are not convinced
of the need to form such a Corporation at this stage. They
need hardly stress that duplication of machinery for discharg-
ing functions already being performed by existing organisa-
tions entails unnecessary waste of effort and resources and
should be avoided. .

New DELHI; H. C. DASAPPA,
The 26th March, 1962. Chairman,
Chaitra 5, 1884 (Saka). Estimates Committee.

-



APPENDIX I
(Vide para 5)

Schemes licensed for the manufacture of Rayon Grade Pulp from bamboo &
soft woods and Cotton Linters

Name of the Scheme licensed Location Capacity
tons/year
1 2 3

Schemes for manufacture of Rayon Grade Pulp from Bamboo and Soj"t woods.

1 M/s. Gwalior Rayons . Mavoor . . 45,000
(Kerala)

2 Mjs. Greater Mysore Rayon Siddalgundi . . 30,000
Grade Pulp & Paper Mills. (Mysore)

3 M/s. Rohtas Industries Ltd., Badarpur . . 60,00 ©
Dalmianagar. (Assam)

4 M/s. West Coast Paper Mills Dandeli . . 27,000
Ltd., Bombay. (Mysore)

5 M/s. National Rayons, Bom- Nanjungud . . . 30,000
bay. (Mysore)

6 M/s. Manjushree Industries, Cachar . . . 54,000
Calcutta. (Assam).

M/s. South India Viscose Sirarmughai Village . 21,600
Ltd., Coimbatore.

2,67,600

Schemes for manufacture of Rayon Grade Pulp from Cotton Linters =

o

1 M/s. Travancore Rayons Rayonpuram . 3,600
Ltd., Rayonpuram (Kerala (Kerala)
State.)

2 M/s. Indian Rayons Cor- VEER VAL . 3,600
poration, Bombay. (Maharashtra).

3 M/s. Sundatta Foods & Fib- Harihar . 4,800
res Lid. (Mysore).

4 MjJs. Sirsilk Ltd. . . Sirpur-Kaghaznagar . 1,800

M/s. J. K. Cotton Spg. & Kanpur (U.P.) . 3,600

Wvg. Mills, Co. Ltd., Kan-
pur.

18
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I 2 3
6 Mj/s. Mysore Sugar Factory Mandya (Mysore) 3,300
M/s. D.C.M. Mills . . Delhi . . . . 4,200

8 M/s. Cellulose Products of Kathwada (Gujarat) . 7,200
India, Ahmedabad.

9 Orient Trading Co., Broach . 3,600
Ahmedabad. (Gujarat).

10 M/s. Purshottam Lal Jhun- Kalyan . . . 3,600
jgunwala, Bombay. (Maharashtra).

" 39,300




APPENDIX II
(Vide para 24)

The main features of the Art Silk Export Promotion Scheme as in operation
from 1st Oct. 1961

(1) The actual manufacturers of art silk fabrics including Sarees,
Lungies, Chadcers, Shawls, Handkerchiefs, Dupttas, Dhoties, Angavas-
thram and Towels as well as manufacturers of Handloom Art Silk fabrics
and sarees will be given import licences for the import of permissible varie-
ties of Art Silk Yarn upto 100 per cent of the f.o.b. value of the art silk fab-
rics and sarees exported. However, before import entitlements #e granted
by the Office of the Textile Commissioner, a schedule of international prices
of corresponding fabrics will be worked out by the Textile Commissioner
and the actual import entitlement of the exporter will be limited to 100
per cent of the f.o.b. value of the exports or the international prices, which-
ever is lower.

(2) The licences will be subject to the following conditions :

(a) 10 percent of the face value of the licences may be utilised for
the import of permissible types of spare parts of machinery
required for the manufacture of art silk cloth.

(b) The art silk fabrics, sarees and other items mentioned above
exported should conform to the minimum standard specifications
as laid down by the Office of the Textile Commissioner, Bombay.

(c) The art silk fabrics, sarees and other items mentioned above
exported would have to be inspected prior to shipment by the
Office of the Textile Commissioner, Bombay and its Regional
Offices at Calcutta and Madras.

(d) The licence holders should utilise the Art Silk yarn imported
against the import licences thus issued for their own consump-
tion and in no case they should sell the same.

(¢) No manufacturer will be entitled to import art silk yas under
the scheme in excess of Rs. 7,500/~ per loom per annum or Rs.
1,875/- per loom per quarter. Accumulation of adjustments
of quarterly licences may be allowed upto half a year.

(3) The licences issued for the import of art silk yarn under the above
provision may be utilised for the import of synthetic yarn.

(4) The licences for the import of art silk yarn may also be issued
against the export of staple fibre fabrics and sarees as well as art silk and
staple fibre mixed fabrics and sarees on the above basis.

(s) Associations/Societies of small manufacturers may be allowed to
export art silk fabrics/sarees and other items collectively on behalf of their
members under the scheme. The Associations/Societies will distribute

20
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the imported art silk yarn to the members according to their participation,
provided all exports of such small scale authorised loom-owners who are
members of the Associations/Societies are canalised through the Associa-
tions/Societies and no exports are made through any other channel. The
authorised loom-owners will also be required to give in writing their
agreement to such a scheme.

(6) It has also been decided to grant import licences under the Ex-
port Promotion Scheme for the import of such coaltar dyes and textile chemi-
cals as may be notified by the Textile Commissioner in accordance with
the following :

() Exporters including  manufacturer-exporters:—2 per cent of
the face value (as determined vide sub para 2) of the licences
o issued for the import of art silk yarn.
(#) Processors:—2 per cent of the face value [as determined vide
sub para (2)] of the licences issued for the import of Art Silk
Yarn.

N.B.—(a) All such manufacturers, exporters or processors intending
to claim import licences for coal-tar dyes and chemicals should
get themselves registered with the Office of the Textile Com-
missioners

() If any party performs more than one of the above functions
entitled to claim licences equal to those admissible under the
respective category whether manufacturer, processor or ex-
porter

(c) Licences for import of coal-tar dyes and chemicals granted under
this paragraph will also be valid for import of Cellophane paper.
The quantum of imports of Cellophane paper to be allowed
may be decided by the Jt. Chief Controller of Imports & Ex-
ports, Bombay in his discretion.

(d) Exporters including manufacturer-exporters of art silk fabrics
may be allowed to sell the dyes and chemicals imported in the:
above manner to any unit of the textile industry (z7z. Cotton/
Art silk/Woollen) which is a manufacturer or processor.

(7) Egports to Nepal, Tibet, Sikkim, Bhutan and Portuguese Posses-
sions 1n India will not be taken into account in determining the amount
upto which import licences will be granted. Exports to Afghanistan will,
however, qualify for grant of import licences for import of Art Silk Yarn
only from countries having special arrangements for payments in rupees
and against payment in rupees. Exports against payments in rupees tO
countries with which special arrangements exist would be taken into account
for the grant of import licences, provided the imports are made from coun-
tries having special arrangements for payment in rupees and against pay-
ment in rupees. These import licences will not be re-validated for im-
port from General Currency Area under any circumstances.

(8) Licences will be granted only once in a month on the basis of the
exports effected in the preceding month. Joint Chief Controller of Im-
ports and Exports, Bombay will entertain applications from the powerloom
sector and Joint Chief Controller of Imports and Exports, Madras from
the Handloom sector. No other licensing authority will entertain applica-
tions for import licences under the scheme.



22

(9) 30%, of the entitlement for art silk fyarn under the Scheme shall
have to be surrendered comgpulsorily by each manufacturer-exporter
for the import of rayon grade wood pulp by spinners of indigenous art silk
yarn. The surrender of entitlement sha!l apply to art silk yarn only and
not to the import entitl>ment for dyes and chemicals and machinery and
spare parts admissible under the scheme. In return for the surrender of
entitlement, the manufacturer-exporter will be entitled to receive ‘75 1b.
of indig.nous art silk yarn for every one rupee of entitlement surrendered
at prices to be fixed by the Textile Commissioner from time to time.



APPENDIX III
(Vide Para 30)

Objects of the Rayon and Synthetic Textiles Development Corporation

The objects for which this Company is established are:—

(1) As a principal object, to establish, increase, support, protect,
maintain and promote the export of textiles manufactured from Rayon
and man-made fibres of any description made either wholly from such
man-made fibres or partly from such man-made fibres and partly from any
other substance (hereinafter for brevity’s sake referred to as the “said tex-
tiles”’) by such means and methods as may be necessary or expedient and
without prejudice to the generality of the premises by :—

(a) undertaking market studies as well as researches in individua?
foreign markets from time to time on regular as well as on ad
hoc basis;

(b) sending out from time to time trade delegations and/or missions
to foreign countries;

(c) appointing representatives, agents or correspondents in foreign
markets for the purpose of continuously and regularly reporting
the prices, market preferences, reception accorded to actual
delivery of the said textiles and other connected matters;

(d) conducting propaganda regularly and continuously so as to bring
to the notice of the dealers and the public in foreign countries
the advantages of trade and commerce with India in the said
textiles;

. . 0 . - _-..
(e) collecting statistics and other information regarding the manu-
facture and/or trade in these said textiles in various countries;

(f) disseminating any information useful to the manufacturer and/or
trader and/or exporter in the said textiles;

(¢) laying down standards of quality and packing in respect of these
said textiles intended for exports;

(k) setting up an organisation for pre-inspection of the said textiles
or maintaining liaison with an organisation which may be set
up for the inspection of the said textiles intended for export;

{(?) deputing any Officers of the Company and/or their agents and/
or their representatives for the purposss of survey of the said
textiles exported or intended to be exported;

(/) investigating complaints from foreign importers of Indian ex-
porters in respect of the quality or other particulars of the said
textiles exported from India or non-fulfilment of the terms of
any contracts relating to such exports and other matters con-
nected therewith.

23
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(k) advising the manufacturer and/or exporter of the said textiles
forming the subject matter of any complaint about the methods
and means to be adopted to obviate complaints of similar nature;

() making recommendations as .aay be necessary or expedient to the
Government in regard to measures to be adopted for the pro-
motion of exports or maintaining liaison with the Government
in this regard;

(m) Acting as arbitrators or nominating arbitrators or valuers in the
settlement of disputes and differences arising out of the tran-
sations relating to exports of these said textiles between parties
who agree to refer their disputes to the Company;

(n) communicating with Chambers of Commerce and other mer-
cantile and public bodies throughout India and cofcert and
promote measures for the protection and advancement of ex-
port of the said textiles;

(o) enunciating just and equitable principles to govern the export
trade in the said textiles and to set up a code or codes of prac-
tices for general guidance of exporters and manufacturers of
the said textiles for export;

(p) keeping in constant communication with Chambers of Commerce
or other mercantile and public bodies throughout the world
with a view to taking appropriate and necessary measures for
maintaining or increasing the exports of these said textiles;

(¢) taking steps for the promotion of research in the manufacture
and sale of the said textiles; and

(r) providing and/or making arrangements in any country for the
establishment of Museums, Showrooms, Depots, Emporium
or other methods and means of displaying and advertising
and/or otherwise for the proper conduct of publicity for the
said textiles.

(2.) The company shall also have the following objects :—

(a) To import and/or make arrangements for import and/or~o act
as agents of any importers of any pulp and/or other substances
and/or raw materials and/or machinery and/or parts required
for manufacture of staple fibre, rayon and/or other man-made
fibre yarn and/or/for weaving of any such staple fibre yarn and/
or to impose and/or collect such levies, cesses and/or other
charges as may be necessary and expedient or as may be autho-
rised by the Central Government from time to time in that
behalf on such imports as aforesaid.

(b) To provide such incentives or such other aid, assistance or sub-
sidy as may be deemed necessary or expedient or as may be
permitted by the Central Government in connection with ex-
ports of textiles manufactured from man-made fibres of any
description made either wholly from such a man-made fibr e
or partly from such man-made fibres and partly from any oth e
substance by such methods as may be necessary or expedien t
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(3) To establish and maintain Museums, Collections, Libraries and
compilation of Literature and to translate, compile, collect, publish, lend
or sell any Literature connected with industry, trade and commerce so as
to further any of the objects aforesaid and to prepare, edit, print, publish,
issue, collect and circulate books, pamphlets, papers, periodicals, gazettes,
circulars and other literary undertakings relating to or bearing upon indus-
try, trade or commerce so as to promote and further any of the objects as
-aforesaid.

(4) To advise or represent to Government Local Authorities and Pub-
lic Bodies on the policies adopted by them in relation to their effect on in-
dustry or commerce, and other measures including direct and indirect taxa-
‘tion.

(5) To enter into any arrangements and/or agreements with any Govern-
‘ment or Seate or with any authorities public, municipal, local, railway
or otherwise or with any other person that may seem conducive to the
company’s objects or any of them and to obtain from any such Govern-
ment, State, authority or persons any rights, privileges and concessions
with the Company may think it desirable to obtain and to carry out, exer-
«cise and comply with any such arrangements, rights, privileges and conces-
sions, and dispose of or turn to account the same.

. (6) To acquire, purchase or take on lease lands, buildings or other
immovable or movable property which the Company may from time to
time deem it necessary to acquire, purchase or take on lease.

(7) To sell, improve, manage, develop, exchange, loan, sublet, mort-
gage, hypothecate charge dispose of turn to account or otherwise deal with
all or any part of the property of the Company.

(8) To enter into any contracts for purchase and/or distribution of
the raw materials, machinery, stores and other goods for the proper main-
‘tenance of production of the said textiles mentioned in Clauses (1) and (2)
herein above.

(9 @ To draw, make, accept, endorse, discount and execute, nego-
tiable or mercantile instruments or documents;

(#) To invest the monies of the Company in any Bank or in shares
and/or securities approved in this behalf by the Union Govern-
. ment.

(10) To borrow or secure payment of any sum or sums of money for
the purpose of the Company.

(11) To subscribe for, become a member of and co-operate with any
.other Company or Association whether incorporated or not, whose objects
are altogether or in part similar to those contained in this Memorandum
.and to obtain from and communicate to any such Association such infor-
.mation as may be likely to fulfil the objects of this Company.

(12) To provide for the Welfare of employees or ex-employees of the
‘Company and the wives, widows and families or the dependents or connec-
‘tion of such persons by building or contributing t¢ the building of houses,
-dwelling of chawl or chawls or by grants of money pensions, allowance,
bonus or other payment or by creating and from time to time subscribing
-©or contributing to provident and other associations, institutions, funds or
trusts and by providing or subscribing or contributing towards place of
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instructions and recreations, hospitals and dispensaries, medical and other
attendances and other assistances as the Company shall think fit and to
subscribe or contribute or otherwise assist or to guarantee money to chari-
table, benevolent, religious, scientific, national, political or other institu-
tions or objects which shall have any moral or otber claim to support or aid
by the Company either by reason or locality of operation or of public and
general utility or otherwise.

(13) From time to time to subscribe or contribute to any charitabl®
benevolent or useful objects of a public character, the support of which will
in the opinion of the Directors, tend to increase its repute or popularity
among its employees, its customers or the public.

(14) To become members of any Chamber of Commerce or other
bodies of manufacturers and/or merchants; to assist or oppose any legisla-
tive and/or executive measures and/or Bills which will tend to ®impair or
affect adversely the business or objects or prospects of the Company and for
the said purposes to take any steps or measures either alone or jointly with
others and to spend any funds or moneys in that behalf.

(15) To procure the Company to be registered or recognised in any
part of India or in any foreign country or place.

(16) To do all or any of the above things in any part of the world and
as principals, brokers, agents, contractors trustees, or otherwise and by
or through trustees, agents or otherwise and either alone or in conjunction
with others.

(17) Generally to do all such other things as may appear to be inci--
dental or conducive to the attainment of the above objects or any of them.
in any part of the world.



APPENDIX 1V

Statement showing summary of Recommendations|Conclusions

S. No. Para No. Recommendation/Conclusion

1 2 3

1 * 5 The Committee are glad to note that attempts are-
being made to attain self-sufficiency in rayon grade
pulp which would result in saving of foreign ex-
change of substanticl amount. Efforts may be-
made to increase the collection of cotton linters
from indigenous sources so as to keep the imports
to the minimum.

2 6

I0

I2

(#) The Committee are surprised that the rayon spin-

ning industry which was established in the country
only ten years ago and which could have easily pro-
fited from developments in technique and experience
of other countries had failed, by and large, to produce
yarn comparable in quality to  imported yarn.
It was pointed out to the Committee that in some
cases the fall in quality was due to certain defects
in the processes. of production. = They would sug-
gest that energetic steps may be taken in consulta-
tion with the concerned interests to rectify these

defects speedily and to improve the quality of art
silk yarn.

(#) The Committee hope that Indian Standards Insti--

tution will finalise the standards for art silk yarn
early and that all the Mills will readily come forward
and adopt the standards.

The Committee hope that Government would plug

all loopholes in the existing arrangements in order -
to eliminate malpractices in the marking of quality
of art silk yarn. If need be, the sale and distri-
bution of reject quality yarn which could more ap-
propriately be termed as Fifth Quality yarn, may also
be brought under the Distribution Scheme.

The Committee feel that in the allocation of indigenous

art silk yarn the interests of small consumers should

receive the special attention of the Textile Commis-
sioner.

27
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5 14 The Committee feel that the control over the distri-
bution and price of the indigenous art silk yarn being
lax has not achieved the objectives with which
it was set up and this is borne out by the high prices
for art silk yarn prevailing in the market. They
suggest that the Textile Commissioner may make
surprise token purchases in open maket in order
to check if excessive prices are being charged and
follow up cases so detected and established with
all possible corrective measures.

[ J
6 IS5 The Committee feel that measures should be taken to
bring to book cases of allottees who sell away yarn
and deterrent action, including cancellation of their
yarn quota, taken against the card-holders.

7 16 The Committee suggest that the question of cost of
production, - price, profit margin of art silk yarn
and staple fibre yarn may be referred to the Tariff
Commission for detailed examination and report.

8 17 The Committee cannot but regret the undue laxity
shown in not having imposed on the allottees of
art silk yarn the penalty of disentitlement for sale
of yarn. They feel that the imposition of penalty
in a few cases of proved irregularity would have gone
a long way in discouraging and even in putting an
end to sale of imported yarn at a high price. They
recommend that Textile Commissioner should take
steps to see that yarn imported by the manufacturers
or actual users is not irregularly passed on for pro-
fit. Government may devise steps to ensure that
the imported yarn is used by the manufacturers,
handloom owners, and actual users, and does not
find its way into the “free market” which results

in the spiralling up of the price. ~

-9 18 The Committee consider that the progress in the regu-
larisation of the powerlooms has been slow and should
be speeded up.

110 19 The Committee consider that the planned entrry of

powerlooms from art silk in stages into cotton textile
industry may not create, in the context of increase
in the cotton spinning capacity already licensed as
part of the Third Plan programme and dispropor-
tionate or insurmountable difficulty of finding ade-
quate cotton yarn for these and other powerlooms
and handlooms which are presently working
on cotton. The Clommittee recommend that this
matter may be gone into early by Government in
consultation with the various sectors of the industry.
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II

12

13

14

15

20

21

22

23

24

The Committee feel that it would be useful if repre-
sentatives of all the diverse interests constituting the:
textile industry were jointly consulted periodically
by the Government so as to evolve an agreed pattern
of distribution of yarn and manufacture of fab-
rics.

The Committee suggest that vigorous efforts should
be made to develop manufacture within the country
of upto-date machinery for artsilk and man-made
fibre industry so that as large a proportion of the
industry’s requirements as possible, is met by indi-
genous manufacture.

The Committee suggest that a mill-wise plan for rehabi-
litation and modernisation may be got prepared by
the Textile Commissioner and the industry assisted
by indicating the sources from which suitable machi-
nery could be procured.

The Committee see no reason as to why the Silk and.
Art silk Mills Research Association which receives
substantial grants from Government has not yet
undertaken any research in the field of art silk. They
hope that the Research Institute and the industry,
realising the importance of research in a period of
rapid advances in technique would come forward
enthusiastically to devote time and money for research.
in artsilk yarn and fabrics.

The Committee note that the criteria for working
out entitlement has undergone frequent changes
and had given rise to malpractices like over-invoicing
and under-invoicing as the case may be which led
to the depletion of very large amount of foreign
exchange which the country could ill-afford. It
appears to the Committee that either there is no
effective machinery to watch the working of the in-
centive scheme or if there is one it has failed in its
duty completely. They are of the opinion that a
detailed investigation into the circumstances under
which the scheme was so maripulated by the ex-
porters and manufacturer-exporters as t0 result in-
heavy depletion of foreign exchange may be con-
ducted. Constant watch on the working of the
present scheme should also be kept to ensure that
there is no abuse of the scheme as was the case with
the previous ones.




30

16

17

18

19

20

25

26

27

28

31

The Committee suggest that Government may lay
down a time limit within which the art silk fabrics

offered for inspection would be inspected and the
certificates issued.

The Committee would like the Government to reduce

the time lag between inspection and issue of entitle-
ment certificates.

(#) The Committee consider that it should de possible
for the Textile Commissioner to evolve a satisfactory
procedure for the export of post parcels and allowing
incentives thereon in consultation with the postal
and customs authorities.

(i) The Committee would like the Government to
examine if the minimum yardage for preshipment
inspection for export may be reduced from soo yards
to 250 yards.

The Committee suggest that a survey of the demand
for ready-made rayon garments in foreign markets
may be undertaken early. The rayon garment in-
dustry may also be given necessary facilities for export
of rayon garments by the introduction of a suitable
scheme of incentives etc.

The Committee are unable to appreciate the need
for setting up a Corporation with functions which
are now being performed by the State Trading Cor-
poration and the Export Promotion Council. If,
as stated, it is intended to deal in the long run with
exports to countries where there is state trading they
fail to see why the State Trading Corporation which
is already in. the field and has gained experience in
such trade should not be entrusted with it. As
for using it as an agency for importing yarn there
is no reason why the State Trading Corporation
who have been handling these imports for several
years should be dispensed with in favour of a new
undertaking. Besides, the distribution of yarn is
stated to have greatly improved since this work was
taken over by the Distribution Committee of the
Development Council for Artsilk industry. In the
circumstances they are not convinced of the need
to form such a Corporation at this stage. They
need hardly stress that duplication of machinery
for discharging functions already being performed
by existing organisations entails unnecessary waste
of effort and resources and should be avoided.




APPENDIX V
Analysis of recommendations contained in the Report
I. CLASSIFICATION OF RECOMMENDATIONS

A. Recommendations for improving the organisation and working :
Sr. Nos. 3, 4,5,6, 8,9, 11, 15, 16, 17 and 18.

B. Recommendations relating to the developmental functions :
Sr. Nos. 1, 2, 10, 12, 13, 19 and 20.

[ J
C. Miscellaneous :
Sr. Nos. 7 and 14.
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