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REPORT OF THE WORKING GROUP FOR THE COTI'ON 
TEXTILE INDUSTRY. 

INTRODUOTION. 

The National Industrial Development Corporation (Private) Ltd. 
(N.I.D.C.), working under the aegis of the Government of India in 
the Ministry of Commerce and Industry appointed us as a Working 
Group for the Cotton Textile Industry. The N.I.D.C. was considering 
measures for expediting the !JlQdem.isgtion ol the Indy§.try. The 
Board of Directors of the Corporation agreed that the Industry was 
suffering from want of timely renovation and renewal of equipment 
and advantage had not been taken of new developments. Compared 
to any other. countries, conditions in India are unsatisfactory. 
Elsewhere Governments have come forward with certain schemes for 
assisting and if necessary subsidising the modernisation and rationa
lisation of the cotton textile industry. The problem in India would 
have to be· carefully ·examined.' As the number of units in the 
Industry is very large, the work to be undertaken was of some 
magnitude and the N.I;.D;.C:, therefore, set up a Working Group 
consisting of the following :-

(1) Shri D. S. ·Joshi, I.C.S., Textile 
Commissioner. 

(2) Shri Krishnaraj M. D. Thackersey 
(3) Shri G .. D. Somani. 
( 4) Shri K. Sreenivasan 
(5) Shri S. R. Vasavada 

(6) Shri Rail! Ratan Gupta 
(7) Shri Trilokinath Sharma 
(8) Shri N. Mujumder 

(9) Shri K. R. Aravamuthan. 

Chairman. 

Member.· 

Member. 
Member. 
Member. 
Member. 
Member. 
Member. 
Member-

Secretary. 

2. It was envisaged that some of the members of the Group 
would visit countries like the U.K., Japan, U.S.A., and Switzerland 
where modernisation of the cotton textile industry had progressed ' 
well. The Group was asked in particular to examine the extent 
of finances necessa.ry, the llOrtiori of foreign exchange required, the 
extent of finances which would be forthcoming from the industry 
itself, ·and how the balance of the needs may be met from public 
or private financing agencies including ... the question of increasing 
the resources of public financing agencies like th~ N.J,D.C., etc, 

(a.c.P.) L·A Ya 703-la 
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3. This is not the first time that prob1ems of" the industry have 
had to be reviewed. Apart from the Textile Enquiry Committee, 
1g54 the working Party which was appointed in 1950 and reported 
in july, 1952, had to review problems regarding rehabilitation of 
the industry.. The Textile Enquiry Committee, 1958, had also to 
make observations regarding some of these problems. 

,74:"'.The following observations of the Wor~ng Party, under th~ 
Chairmanship of Shri A. Ramaswamy. Mudahar would bear repeti
tion:-

" Severe competition lies ahead of the Industry and rationalisa
tion will be one of the methods by which the industry may be 
saved from such severe competition ..................... ". 

" The Industry is working with plant and machinery most of 
which is not only old but completely outlnoded and renewal of 
the machinery is an urgent problem with the industry ............... ". 

"It was particularly difficult to get spare parts during the war 
and the maintenance of the machinery was therefore quite 
inadequate·- ............. " 

" It is true that in· ~"'-..tgJ<~~le units by careful attention to the 
maintenance of the plant and b:\Ml-..ti]nely renovation of th · rt 
which were worn out the olli mach:n:~ •Hll ;. net' e pa. 5 

.1 - " »""' ·•U 1ons sahs:-facton y .... ... .............. . ~ · 
"But in other cases, it would not be an exaggeration to'll..,_ . 

grossly inadequate attention has been paid to the maintenance ~ 
the resulting evils are quite patent ............... " · 

. "!n the first place, .~he further life of the machinery is veryl 
hm1ted ..................... . 

" In the second place, the production out of it is poor involvin 
higher costs for the mill concerned ............... " g 

"In the third place, the worker. is -at a greater disadvantag . 
d. h . kl . t e In 1sc argmg proper wor oad owmg o the nature of th. 

, h. , e mac mery ....................... . 

'.' These facts suggest the very serious question as to h f 
the industry, on the basis of the present plant and mac~~ ar 
has a future and how soon it ought to be renovated rep . Indery, 
properly rehabilitated ..................... " ' aire or 

"To add to the complexity of the situation certain mills . · 
have changed hands and come under the management f Which 
who have little knowledfe of the industry and wh 

0 
persons 

comers to it have suffered even worse during the las: fare ne'!. 
than other comparable units under old management It :w Years 

. ' IS in tht;l 
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interest of the consumer, in the interest uf the general economy 
of the· COUJ?.try and in the interest of the large labour population 
engaged in the industry that proper rehabilitation, renovation and 
replacement of this old and deteriorated plant and machinery 
should be undertaken .................. " 

"At the beginning of the Second World War, Government issued 
a note of warning to Industrialists generally that they would find 
themselves in difficulty at the end uf the War and that profits 
made during that period should nut be frittered away by large 
dividends being distributed to shareholders. Inspite of these 
warnings it is. regrettable to note that, in many of the units of 
the, ·Textile Industry, profits have ·not been conserved for· the 
future benefit of the Industry· and that large dividenC!s have ]:Jeen 
declared during those years of abnormal profits .............. : ... " 

· 5, The present position in the industry has worsened still further. 

6. We issued a· questionnaire in Septe,nber, 1959 to all the mills_: 
spinning as well as composite-in the industry. We also visited the 
important centres of the industry, like Kanpur, Jaipur and Beawar, 
Calcutta, Indore, . Coimbatore, Nagpur and Ahmedabad between 
November 1959 and February 1960. At the various centres, we had 
discussiuns with representatives of the industry as well as labour. 
At Bombay, we had the benefit of discussing with representatives 
of Textile Association which is a body of technicians in the industry. 
We have also had the benefit of discussing with members of State 
Governments at some·of the centres. · 

7. At our very first meeting, the Minister . for Industry, 
· Shri Manubhai Shah addressed us and guided us as to the scope 
of the terms of reference and also covered the many aspects 
which we would have to examine and report upon. 

8. We held twenty-eight meetings at the centres we visited 
and at Bombay. · 
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CHAPTER II. 

ASSESSMENT OF THE NEED AND sq>PE FOR 
REHABILITATION AND MODERNISATION. 

9. It is hardly necessary to go jnto the history of the deve
lopment of the cotton textile industry in India. From small begin
nings, it has now reached a stage where it not merely meets the 
almost entire requirements of cotton clothing of India but is also 
in a position to export cloth to the extent of about 800 million yards 
a year amounting to Rs. 50 to 6() crores. The industry has had to 
pass. through ups and downs. It got a fillip during ·the war period 
m>d it has continued, to grow thereafter inspite of difficulties." In 
recent years, the expansion has been steady. Iri 195G-51, there were 
94 spinning units and 268 composite units with a total capacity of 
about about 1()·6 million spindles and 192,000 looms. The 94 
spinning mills accounted for 1·86 million spindles. In 1945, the 
Government of India had prepare<La_plan for oost-war development 
of the industry for the whole country, as it was then. Emafter 
partiti~1l! .... h~"'~yer,. [!_le .. ~:ll:.~op~ent)1~s._be~1l~.~a.llin!f -~roadly on 
the lines. <;>f .the.J945. report .... Til\' weavmg. ~apacity has . remained 
fairly stati()111lry .. as~ the ... handloo~~ -~er.!' encouraged to. ·increase 
their outi:>ut. The emphasis in the organised...JlgctOr was therefore 
on theexpansion of spindleage including some expansion for balanc~ .-- -·· -------. ing purposes . . --

10. In the year 1959, there was a total of 188 spinning mills with 
a capacity pf 2·81 million spindles. In the composite sector the 
number of units increased to 294, with 10·6 million spindle; and 
2:01 1akh looms. 

11. For an industry of this size meeting the essential cloth'n 
requirements of the country, the picture of efficiency of its u~·tg 
is not uniform. While there are some units which are well-equi· I s 

1 · t · d PP-ed and. we 1 mam amed an can compare with good units anywh 
h . 't . b' t . ere, ) ere ~s qm e a11; ?pprec1a .e sec or covermg easily perhaps about 

100 units m a condition where the state of machir.ery and prod t· 
· 'f . UCIVe efficiency are very unsabs actory. It Is hardly necessary for us to 

go into the reasons for the same as the Working Party h' h 
reported in 1'952 had already gone into these questions and the ~tIC 
still holds good. P ure 

12. The c_oundtry
1
is set otn a1ti·~pidb p_rogramme of industrialisation 

and economic eve opmen . IS o vwus that an indust l'k 
cotton ·textile industry m1,1st also progress on the s·I.des ryf m' ~ the 

· · . o e Ciency 
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Labour 29·2 24·(} 24·0 16·1; 26·6 

[Source.-GATT Sectt (Pilot Study-1959) and TXC's Ecmiomic 
Branch]. 

13. A view has been expressed before the Group that · to the 
extent of the country's dependence on exports of cotton textiles as 
an earner of foreign exchange, some units may be separately set up 
or ear-marked for the purpose and a very degree of modernisa
tion and rationalisation may be accomplished in such units. We 
have conside:!J'd the matter carefully. and feel thetJt would notbe 
possible to isolate the problem in this mann.fr. Already one oft!ie7 
ills Drilleliidilstt'J""!nlfe);teat dispanty m the. efficiency'"of.Y.:;Jious 
units. --TI11s Is not desiraliie whetherfrOmthe ·paint· of view of 
labour management or the consumer in general. We are firmly 
convinced that one of the ·important problems to be met is in 
narrowing down of this disparity. . · 

14. Modernisation of an Industry_ is' generally regarded as a re
placement no\ only of old, worn out, uneconomic or obsolete machi
nery but also the introduction of modern techniques and methods so· 
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as to enable the industry to be equipped with modern equipment for 
. improVing the quality of production, improving productivity, 
reducing . unit costs of production and relieving the strain on the 
.epe-ratives. But the replacement of old ,machines by new ones 
involves· a number of other. considerations and these must be taken 
into account in' any scheme of modernisation. 

15. One of the major effects of modernisation is an increase in 
the capital cost of equipment and the advantages of modern:sation 
depend on the extent to which this equipment is utilised · ~nd 
maintained. Full machine utilisation· involves the adoption by 
managements of certain management skills which are the essential 
pre-requisites of a modern industry. These include maintenance of 
good working conditions, supply of appropriate raw materials and 
spare parts, a proper organisation of their man-power resources 
including maintenance of good industrial relations, production· plan
ning, training etc. The introduction of new management techniques 
such as Quality Control, Cost Control, Work Study, etc., are also 
essential. The implementation of these practices are . important 
even in older 'units, but in the context of the high cost of ·modernisa
tion, their adoption in modernised units is imperative. 

16. Modernisation of machinery in a textile mill consist of one 
or more of the following changes :-

( i) Higher drafts. 
( ii) Larger packages. 

(iii) Higher speeds. 
(iv).Automatic controls. 

(v) Processing and finishing in conformity with 
standards. modern 

(vi) Improvement in working conditions. 

Whichever of these changes is adopted, the effect general! . 
a reduction in the number of workers required the . . Y · IS 
reduction depending upon the degree of · moqe~· at' SIZe of the 
a reduction were not possible, any attempt at mod IS. .10n.. If such 
would be futile as its effect would be to increase ~~msm~ machinery 
tion rather than decrease it. Therefore the pr ble cos of produc-

.. ' oemofs 1 workers IS an rmportant aspect of modernisation A ~rp us 
of equipment proceeds in mills re-organisation of th s mode_rnJsation 
will become inevitable. Managements have to t k : workmg fcrce 
human problems involv:ed in these changes, if th: e mto account the 
about smoothly and Without any dislocation of {bar; to be. brought 

. ciH>peration of organised labour is an import t . e Industry. The 
· the successful implementation of these chan an pre-requisite · for - ges. 
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17. Very often, modern machinery cannot be accommodated in 
old and obsolete buildings without structural modification or 
changes. Occasionally, it may be necessary to construct new 
buildings. Such renovation or reconstruction of buildings shtmld 
also be an integral part of modernisation. 

18. Modernisation may also be undertaken from the point of 
view of improving the quality of the product or its diversification 
and marketability. The addition of combing equipment to a spin-, 
ning mill or the installation oi£ a finishing plant in a weaving mill 
will be under this category of modernisation. 

1!). Therefore, modernisation as we envisage it, is not only the 
replacement of old machinery by new, but also the bringing about 
vt ·those conditions and practices in industry which would enable 
it to be strong and effici.ent and withstand successfully competition 
as well as any changes in market conditions. 

Level of Modernization. · 

20. One of the problems we have had to consider is the level of 
modernisation that should be achieved during the next five years. 
Majority of the mana&_ements are naturally of the view that they 
should be permitted to modernise to the maximum possible extent, 
because they consider that only such modernisation would enable 
them to compete successfully, especially in foreign markets. They 
have drawn our attention to the degree of modernisation that !las 
been achieved in other countries and are anxious that our country · 
should not lag behind in any way. 

21. Labour on the other hand is equally anxious that modernisa
tion should not result in any unemployment among industrial 
workers. 

' 
22, But from the point of view of strengthening the economy of 

the country and that of the textile industry in particular, neither of 
these two approaches is helpful. Modernisation to the maximum 
oossible extent on a national scale is not possible, because of the vast 
~mount '1ii finance involved and alsObecause of theiarge l?erce-;;t;;ge 

. oftne-ta11Q'jjf"1Qtc~luiDfa'Y!:'JgJi~r~';_li'sor~cf"·" dn 'th;"other 
hand, failure to mo~e:mjs~'.'vt~i..me may bring about the very 
conditions of distres1' ~cr unemp'loyment in industry that labour is 
so anxious to avoid. It is a well known fact that several mills in 
India today are running with old and obsolete equipment, Some of 
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them have been in difficulties and a few have closed down altogether 
resulting in total and permanent unemployment of workers in these 
concerns. If this state of conditions is to be prevented frorri 
spreading to other units also', then modernisation is rendered 
inevitable. 

23. Another factor that is relevant to this discussion is the . 
considerable variation in technological and managerial efficiency that 
exists in the textile industry today. In any large industry comprised 
as it is of over 480 units some of which are very large and others 
extremely small - some differences in efficiency. and cost of produc
tion between the best and the worst units is inevitable. But thi\ 
difference today is abnormally wide. While we have in India some 
mills which can stand comparison with the good mills in other parts 
of the world, there are many others whose efficiency is so low and 
production methods so inefficient, that they are a drag on the 
national economy. Therefore, one of the first objectives of any 
scheme of modernisation should be to ensure that these inefficient 
units are brought up to a __ minimUirLstandard of. efficiency __ and the 
gap betweenthe most and the least efficient unit is consid~l:ably 
reduced. ·-

24. In the light of the above discussion, the level of rehabilitation 
and modernisation from a national point of view should be g-overned 
by the following three factors : -

( i) The finance that is available. 

(ii) The degree of labour displacement. 
and 

(iii) The need to ensure a minimum standard of efficiency in 11 'ts a illll . . 

Taking these three factors into account, we are of the opinion th 
there should be a minimum level of modernisation in all un·t at 
a level below which no unit should be allowed to exist Th!' 

1
1s -I 

h · 1 · s eve should be such t at 1t shou d enable the mill to stand on it 
feet without any further assistance from external sourc:S own 
without causing undue hardships to workers. and 

25. Secondly, mills which have already reached or even ex . 
this level of modernisation may also modernise further p ce~dded 

. rov1 ed they have the necessary financ:aj resources and are in a po 't· 
accomplish modernisation by following the principles laid ~ ton to 
the Fifteenth Labour Conference. . 0 Wn at 
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Pac~ of Modernisation. 

26. It is necessary to set out some elementary facts, The 
machinery installed in different uni'ts o'f the textile industry is 
bound to get out of commission sometime ·or the other whether it 
is maintained properly or not. At the time of such replacement; 
the new machines which take the place of the old ones may neces
sarily be of the modern type. Nobody can suggest nor would it at 
all be practicable that the old machines should be replaced 'like 
by like' for the mere reason that· the technological progress in the 
machinery making industry itself turns out only the modern 
machines invariably capable of being operated by less number of 
operatives. Thus, even on the basis of such ine-scapable replacement 
there is . bound to De measUI e of I a:ttonaJfsation in the industry 
wh1ch is not to be questioned a;-t~-;hy ~l.l.thow;:;;-;ch at" any time. 
We'Se-e-a:lSolhat""evm-in-·the-hlghly. developed- countii:s .. with per 
capita income and labour productivity high, the urge to ll)odernise 
is all the greater. This progress cannot be stopped. 

27. In the U.K. which S"Ome of us visited recently, the industry 
had lagged behind with the result that its size continued to remain 
high at 24 'million spindles and 245 thousand looms while the produc
tivity could not be compared with that in other developed countries. 
The industry and Government had, therefore, to tackle the problem 
on unorthodox lines. We attach in Annexure 'I' a copy of the 
White :Paper issued by the U.K. Government covering the recent 
scheme ef re-organisation of the industry. After the re-organisation, 
the industry is expected to emerge highly modernised and ration
alised. In Japan also after the devastation of the Second World 
War, both out of necessity and in accordance with the genius of the 
people, the cotton textile industry in company with many other 
industries is now highly modernised, rationalised and efficient. In 
our own country, in view of several factors the pace of modernisa
tion and rationalisation has had to be slow and we cannot therefore 
afford to keep the Industry back from its legitimate urge and need 
for rehabilitation and modernisation. 
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CHAPTER ill. 

SIZE AND WORKING OF THE INDUSTRY ENVISAGED AT 
THE END OF THE THIRD FIVE-YEAR PLAN. 

28. In discussing problems regardi~g rati-onalisation of units, the 
que5tbn of ways of absorbing surplus labour has inevitably cropped 
up. One of the ways suggested by both management and labour 
wa3 that if some additional capacity could be licen3ed in the areas 
concerned, the problem of surplus lab~ur could be met at least 
to some extent. We have had, therefore, to consider the question 
of all possible expansion of the industry during the Third Five-Year 
Plan period. 

29. The 'expenditure on expansion wiil also have significance 
with regard to programme for manufactur~ of textile machinery 
and also· the outlay of foreign exchange for purposes of importing 
some machinery. 

30. We understand that preliminary discussion in the Planning 
Commission have already taken place regarding the size of the 
cotton textile industry in the Third Five-Year Plan period. We 
have also see.1 the estimates prepared by the Indi11n Cotton Mills 
Federation as also by the Working Group of the Handloom Industry 
m so far as that industry is concerned. We also learn tjlat the 
programme for Khadi would not be for a larger quantity than the 
300 million yards mentioned as the target for the Second Five-Year 
Plan. 

31. We are informed tpat broadly speaking, the total cotton 
cloth requirements at the end of the Third Five-Year Plan may be 
placed around 9,300 millio·n yards excluding Khadi. The require
ments of yarn, whether for mills or decentralised handlooms and 
power!ooms have to be met by textile mills. As regards the plan 
for the weaving sector, the increase in production in the handloom 
and powerloom sector is envisaged roughly at 700 million yards 
leaving a balance of about 600 to 700 million yqrds to be met by the 
composite mill sector. 

32. For the purpose of proviSIOn of the :necessary yarn and the 
additional weaving capacity in composite mills it may be envisaged 
that apart from about 400,000, spindles of scrap or w-aste units which 
would have to be re-licensed, there would be another 800,000 spindles 
to be installed anew. 
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33. We have been informed that at the commencement of 1960 
the position regarding the progress of licensing and installation of 
spindles during the Second Five-Year Plan was as under :-

(Figures in millions). 

(A) Total number of spindles allotted to be 
installed. 

2•100 

(B) Additional spil'dles licensed till Decemb'f 1959 0·530 
. for uneconomic units, co-operative societies. 

(C) Total number of licences allowed so far --2il30-

(D) Number of spindles actually installed up to the 1·174 
end of December 1959. 

(E} Number of spindles remaining uninstalled 1·456 

(F) Number of spindles revoked 0·576 

(G) Valid licences in the field. 0·880 · 

34. As regards the looms, there should be some improvement as 
a result of modernisation but the extent of this cannot be precisely 
calculated. There can be no doubt that some 15,000 looms excluding 
those in replacement 'Of scrapped looms would have to be added to 
the present size of the composite sector. Annexure II gives the 
allocations of capacity under the organised Mill sector, Handlooms 
and powerlooms. 
' 

35. One view taken regarding the results of modernisation is that 
the production from the present licensed capacity after modernisa
tion, would show some increase, partly as a result of better produc
tive efficiency and partly as a result of additional shifts worked. . . 

36. Regarding the number of shifts, worked in the Industry, the 
present pattert1 is that on the spinning side 2·48 shifts are W'Orked 
on an average for the industry as a whole and the weaving 2·20 
shifts. As a rule, the more modern units tend to work full 3 shifts. 
In the past two shifts working was adhered to .. At the same time, 
the tendency in . the new modernised units to work full 3 shifts 
cannot be left out· of account. It becomes necessary in view of the 
large capital cost inV'Olved in the installation of modern machinery. 
Taking these factors into account and the fact that modernisation 
i:n itself would be a process spread over some years, we consider it 
advisable to. take the broad pattern of shift working as it is with 
E\ slight tl'ndency to work additioni{l shifts. 
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CHAPTER IV. 

PROBLEMS AND COST OF REHABILITATION AND 
MODERNISATION. 

37. We have already covered some aspects concerning the pace 
and level of modernisation for the industry. It is necessary to refer 
to some other aspects of productive efficiency of the industry before 
we go on to the question of the cost of modernisation envisaged 
by us. 

38. The present state of the industry is the result of neglect in 
various respects by a large sector. There has been neglect in the 
maintenance of machinery, neglect with regard to a programme 
of timely replacement and neglect with regard to the maintenance 
of high productivity as a result of lack of c<H>peration between 
labour and management. To some extent however the conditions 
prevailing during the ' war ' years and immediately thereafter made 
it impossible for even the well managed mills to obtain the 
necessary spare parts and other items required for proper mainten
ance of their machinery. 

(1) Machinery 

(a) Maintenance Efficiency. 

39. The Working Party which reported in 1952 had already 
drawn attention to the lack of proper maintenance of machinery. 
There has been no improvement in this regard. The Cotton Textile 
Advisory Committee has recently discussed this subject and proceed
ed to appoint a Central Maintenance Committee with regional su~ 
committees on which management and technicians are represented. 

40. To a certain extent the problem is due to the technical back
wardness in some regions and the want of good guidance in this 
regard. These deficiencies can be made good by the Maintenance 
Committee With its sub-committees. They can prepare schedules 
of maintenance after full consultation with the industry including 
management, technicians and labour. The Indian Cotton Mills' 
Federation and the Southern India Millowners' Association which 
together cover the entire Industry. can play a very effective part in 
this regard. 

41. There· remains the question of such. managements as deli
berately neglect the maintenan~e of machinery. We consider that 
r:very textile mill company should spend adequately on maintenance 
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of machinery and equipment on fairly good standards. We are con
fident that this step would be welcomed by the entire Industry. 
Quite apart from showing the expenditure on maintenance separately 
in the Manufacturing and Profit and Loss Account, there should 
be a watch exercised by those in charge of the mill that the money 
is spent on appropriate items of maintenance of machinery installed. 
The Maintenance Committee referred to above may be expected to 
work out the details on a satisfactory basis. 

42. It has been represente<! to us that at present the provision 
of foreign exchange for import of essential spare parts is extremely 
inadequate. We are firmly of the view that essential expenditure 
on spare- parts should be the first charge on foreign exchange 
resources, and should be adequately met. As the capacity of the 
indigenous machinery man1.1facture extends, the need to spend 
large amounts of foreign exchange on sp~re parts would naturally 
diminish. We would also s:~ggest that units of the industry should 
keep seperate: accounts of expenditure incurred on maintenance. 

(b) Rehabilitation and Modernisation Estimates. 

43. We now proceed to make· an estimate of the. cost involved 
in modernisation of the industry to a reasonable level. As already 
stated previously, we have to take into account the limiting factors 
for this purpose in a country like India. The level of mpdernisa
tion envisaged is not of the extreme type. In fact, it is nearer 
the minimum level. A background to what we are going to pro
pose, it would be relevant to keep in mind the limits to which the 
programmes can be •stretched. If the entire or!'(anised sector of 
the mill industry of the present size were to be set anew, the cost 
would be in the neighbourhood of Rs. 800 crores. It is true that in 
no Industry can ali the units of such a large nature be entirely 
new ; but even keeping this factor in mind, it would be clear that 
the levels of modernisation which we are proposing would be fairly 
low and in keeping with the conditions in the country with the 
limiting factors regarding both finance including foreign exchange 
-and labour. 

44. There are a number of ways in which the estimated cost of 
modernisation can be worked out. In Annexure III (a .to c) we 
give estimates prepared in accordance with the various ways. 

45. The first method in Annexure III(a) obviously was to proceed 
on the basis of mills' own estimates for rehabilitation and moderni
$ation. In our c;lisQussioll wit!J. the rej>resentativ~s of the Industry, 
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the point was raised more than once by Management as to the 
level of modernisation which we envisaged. We have naturally 
not prescribed any pre-determ!ned levels and left it to units .to pre
pare fairly bold programmes. Comprehensive replies facilitating 
framing of estimates · were not received from a number of mills. 
It may, however, be that units who have not replied either do not 
feel .the need of public assistance or ma'loy of them are probably 
welL-equipped already and a few may be in such a hopeless condi
tion that they would not think it worth while to prepare plans for 
modernisation. To frame an estimate for the industry as a whole 
from the replies received by us should, therefore, allow for the above 
factors without resorting to an arithmetical projection. 

46. Secondly, we have been furnished by the Office of the N.I.D.C. 
(C.T.L.A.C. which is its subsidiary organisation) with details regard
ing applications for loans from 112 mills received by it so far. It is 
quite true that these· applications cover, broadly speaking, only the 
minimum requirements of most of the units. They had not come up 
to the full and desirable programme for modernisation of such units. 
Nevertheless, we have attempted in Annexure III(b) to prepare 
another approximation of the requirements of the industry for 
modernisation. 

47. Thirdly, we have the Report of the Bombay Cotton Textile 
Industry (Rehabilitation Enquiry Commission) referred to by the 
Indian Cotton Mills' Federation. Only the mills in Bombay City 
were covered by the Commission and modernisation taken into 
account for this purpose was of very limited e,.;tent. The cost of 
introduction of Barbar Coleman machines or automatic looms was 
left out. Nevertheless, for the sector of the industry covering 32 lakh 
spindles a!'d 64,000 looms, the Commission came to the conclusion 
that the replacement upto 1961 would be Rs. 44 crores and upto 1970 

· would be Rs. 68·5 crores. 

48. Fourthly, fairly detailed estimates have been prepared by the 
Standing Committee on textile machinery. We append a note in 
Annexure III(c) giving these figures. The estimates have· been 
prepared on a some what conservative basis by the machinery manu
facturing interests who have in the recent past not received orders 
upto expectations. We have no doubt, however, that the period to 
come will be a brighter one from the point of view of orders for 
.textile machinery because of the inevitable needs of modernisation 
upto any levels considered reasonably satisfactory, as well as for the 
modest expansion of the indl.:Stry envisaged in the Third Five-Year 
Plan. 
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49. Lastly, we have also kept in view the normal Rehabilitation 
and Modernisation proportion for an industry on a rough estimate of 
Rs. 800 CJ,'ores for the industry if its equipment were new:. A normal 
proportion of 20 to 25 per cent. for a period of) 5 to 6 years would not 
be high. · 

50. Ill will be seen that whichever way the problem ·is approached, 
we come to a total figure of between Rs. 150 and 200 crores. . We 

·consider that an estimate of about Rs. 180 crores wouldoe a fair guide 
.for the purpose of planning for finance for rehabilitation and moder
. nisation. •]t should be remembered that\ we have ~n vUew only 
the period co-terminus with the end of Third Five-Year Plan viz., 
31st March 1966. We shall discuss further in the context of supply 
of indigenous machinery, why this programme of modernisation which 
in our view, is modest and reasonable should not be put off any 
further. ;rhe programme would entail an average annual expenditure 
till the end of fhe Third Five-Year Plan, of only Rs. 30 to 35 crores. 
This is not at all heavy compared to the figures of value of textile 
machinery .indigenously manutactured and the ·.average value af 
machinery imported in recent periods apart from the imports of spare 
parts' or of components for .the machinery manufacturing industry. 

51. We, have estimajfed the require!Jlents o:ll: machinery for 
~ programme of m~rn\sation covering the period upto ·31st March 
1966. In addition, machinery, will be required for the expansion of 
the industry envisaged to take place during the Third Five-Year Pl~ 
period. In Anne;xure III(c) we give a somewhat detailed estimate 
of the requirements of machinery for both the purpose divided ;into 
broad Heads of spinning machinery, weaving machinery and proces
sing machinery. 

(c) ~equirements of machjnery-Indigenous and imported. 

52.. we have next to .consider the estimate of the proportion of 
machinery which would have to be imported during the period upto 
lhe end of the next Five-Year Plan from abroad. The figures in 
Annexure III(c) show that the estimate of the requirements of forefgn 
exchange for the import of machinery. At present, the production' 
of indigenous textile ma.chinery is Of the value of about Rs. 10 to/ 
Rs. 12 crores per year. The plan for production of additional item!j 
of machinery is being vigorously pursued and it is anticipated that! 
at' least about 75 per cent. of the machinery requirements at the end 
of the Third Five-YeaJ:' Plan .woudbe met by the indigenous manu
facture. The manufectUJ:"E1 of .automat.ic looms ooder an al,'ranf(~;m~;!lt 

(G.c.P.) IrA Ya 703-2 
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of collaboration with reputed makers is about to be started. Takin~ 
. these factors into account, the estimate will be that for modernisa
tion and rehabilitation Rs. 60 crores worth of machinery would have 
to be imported; for the period up to 31st Mach 1966. This will be 
in addition to spare parts for the existing machinery and com
ponents required by the indigenous manufacturers. We have already 
emphasised that the programme of modernisation we have envisag_ed 

·is not an ambitious one but in fact the minimum that would requrre 
to be evolved. It cannot be put off except at the risk of making 
things worse for the textile industry and the community. It is 
essential, therefore, .that this much of Foreign Exchange is made 
available for the Cotton Textile Industry for the import of machinery 
required by it. 

(d) Indigenous Textile Machinery making Industry. 

53. The foreign exchange on account of import of machinery has 
been assessed after giving due regard to the anticipated production 
by the indigenous Textile Machinery Manufacturing Industry. The 
anticipated production is based on a fairly ambitious programme of 
development duiing the next five years, which includes manufacture 
of a number of new items of textile machinery which have, up-till
now, no indigenous angle. It is to be noted that the development 
of new lines of production necessitates a substantial amount of 
imported components and raw materials at least in the initial stages 
and ·therefore the requirement of foreign exchange on this account 
cannot be ignored. Such requirement under various heads against 
anticipated phased production programme of the industry, is estimated 
to be about Rs. 22·6 crores up to the end of the Third Five-Year 
Plan. 

54. The deveopment of Textile Machinery Manufacturing Industry 
which is of a recent origin, got an impetus during the World War 
and post-War ye~rs, when it was .. difficult to procure the 
machinery f~o~ abroa~l. But for the protection granted by way of 
import restnctJons wh1ch became more and more a necessity due to 
stringency in foreign exchange, this industry could not, have survived 
in the face of the severe competition offered by the imported Items 
of machinery manufactured in the highly industrially developed 
countries like the U. K., Japan, Germany, Switzerland, etc. Thus 
while the indigenous Machinery Manufacturing Industry was provided 
with sheltered market, the consumers' interest in the matter of quality 
o! indigenous machinery was not adequately safeguarded. In this 

·.respect one of the suggestions of the Tariff · Commission while 
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examining the initial complaints made against the indigenous 
machinery in connection with their enquiry of 1953 is reproduced. 
below:-

"Adequate arrangements should be brought into existence for 
an impartial investiga:tion of all complaints from the consuming 
industry about the quality of indigenous products and for keeping 

·a continuot.s watch over the programme of the Textile Machir.ery 
· Industry as a whole". 

55. The Ad Hoc Committee set up by the Government to advise 
Government on various aspects of the Textile Machinery Manufac
turing Industry also discussed the question in great details and 
submitted a proposal to the Government of India for the setting up 
of an Inspectorate in the Office of the Textile Commissioner. The 
proposed Inspectorate was expected to carry out the inspection of 
a certain percentage of machinery manufactured by the indigenous 
industry in respect of (a) material specification, (b) dimensions 
and tolerances, (c) assembly operations and (d) test for perfonnance. 
The demand for such an inspection by an independent Government 
agency was supported by both the Mill Industry and the Manufactur
ing Industry and the latter has repeatedly assured of their fullest 
support to such an Inspectorate. We are of the opinion that the 
proposal for setting up of an Inspectorate deserves immediate consi-
deration of the Government since such a body would develope the. 
confidence of the consumers of the indigenous machinery. Apart 
from being a liaison between the manufacturers and consumers, the 
set up of such an Inspectorate would help in developing higher 
standards in the manufacture of machinery and, to some extent, 
,eradicate the feeling to the effect that unsuitable indigenous 
machinery is being forced on them through import restrictions. 

56. It would be observed that the indigenous textile 
machinery manufacturers have been allocated rather an ambitious 
programme. In order to fulfil. the target of indigenous. production 
of textile machinery to the extent of over Rs. 110 crores by the end 
of the Third Plan period, the Industry will have to increase its rate 
of production from the present ·level of Rs. 12 crores annually· to 
Rs. 21 crores per year by the end of the Third Plan period. The 
anticipated phased production programme has been indicated in the 
statement in Annexure IV. It is to be noted that the increase in 
production of textile machinery during the next five years is not only 
in respect of the same items that are being manufactured today, .but 
this also iilcludes the manufact11r'l of· new lines of production _f'?r: 

(G.C.P.) IrA Ya 703-2a 
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which hitherto there have not been any indigenous angle. Past 
experience shows that the development of new lines of production 
necessitates a substantial requirement of imported components and 
raw-materials in the initial stages. Such requirements of imported 
components and raw-materials during the Third Plan period can 
safely be assessed at about 20 per cent. of the value of the ma.chinery 
to be produced. As regards the indigenous production in respect of 
ventilation, humidification, etc., the imported components are 
anticipated to be to the extent of about 30 per cent. of the produc
tion of such equipment. 

57. The requirement of foreign exchange against phased produc
tion programme in respect of textile machinery ventilation, humidi
fication plants, etc. is 'indicated in Annexure IV. If the Textile 
Machinery Manufacturing -Industry is to achieve the anticipated, 
production, it would be necessary to provide the foreign exchange 
to the extent of Rs. 22:G crores as indicated therein. 

(2) Labour 

'(a) Ratbnalisation. 

58. It is evident that any measures of modernisation must' 
inevitably entail some steps towards rationalisation .. Rationalisation 
is also in itself an important subject conn~cb'd with the progress of 
the industry. · 

59. The picture of labour force employed and labour efficiency is 
not at all uniform in the country. Some centres like Ahmedabao . . . . . ' 
Bombay and Coimbatore have made good progress towards rationali-
sation ; others are lagging very much behind. Although it may be 
true that there have been historical reasons for the uneven •'!evelop
ment in the country, it is obvious that for the healthy and even 
growth of the industry in various areas, the efficiency of labour as 
also of management should be fairly even. This is all the more 
necessary as the demand is towards_ uniformity in the . labour 
remuneration at different centres. · 

60. · In some areas like the old Madhya Bharat or Rajasthan which · 
were previously parts o£ Indian States, the remuneration of labour 
was on the low side, the size of the labour complement did not so 
much matter and there· was not the same urge for maximising laboui
productivity. All these area.s have now got to adjust themselves to: 
the new conditions in whiClt there can be no · qj~~rimln!ltory 
differences between the different areas of the country. · · · 
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61. The reasons as to why the sections of the industry located ~ 
certain areas are facing this grievous problem of high complement 
of labour need not be gone in great detail.. It is well known that the 
very location of the textile industry in some of the erstwhile 
Princely States. was encouraged by substantial concessions extended 
by the Rulers of those States and in addition the mills were exempt 
from Income-tax and certain local levies. Further, the wages for 
labour in those areas were very much lower than what were prevail
ing in the rest of the country and it did not very much matter 
whether the labour complement was excessive or not. The integra
tion of the States resulted in the withdrawal of the" substantial 
concessions enjoyed by the mills in those areas and in addition, labour 
laws, minimum wages regulations etc., prevailing in the adjoining 
areas came to be extended by statutes to the industrial units in these 
areas. The resultant effect was "that the pressure of high comple
ment of labour caused a serious burden on the working of the 
economy of the units which intrinsically were not economic and 
could not have survived but for the concessions enjoyed by them 
previously. It was represented to the Working Group that in one 
centre (Beawar) as many as one-third· of the total complement of 
labour remained outside and only two-thirds were working at 
a time. It was also explained that the working conditions were 
such that it would be physically impossible for workers to remain 
continuously at their jobs. The working Group'would urge that 
this system should be remedied as it is a national waste to keep 
workers idle on such a: colossal scale. 

: 62. Most of the representatives of labour who met us at dL.'l'erent 
places have agreed in principle that rationalisation is a necessary 
step. It is only when the question of p'ace of rationalisation is· 
considered with reference to particular centres that some differe~ces 
come up. 

63. In this context, the· experience of Ahmedabad is worth 
mentioning. Labour here is perhaps the best organised in the 
country. At the same time as a result of the enlightened policy 
followed and by constant negotiations with management it had been 
possible to achieve industrial peace which has brought about a degree 
of rationalisation and higher productivity. Even· during the last 
jive years between 1955 and now, the labour force has been reduced 
from 141 ,000 to 131,000. The actual reduction of labour force was 
15,000 while additional .5,000 was employed in new jobs resulting in 
a net reduction of 10,000 men. During the last 10 years, it ':tas been 
estimated that about Rs. 35 crores worth of new machinery has been 
installed in the Ahmedabad Mills. The representatives of labour at· 
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Ahmedabad have already invited our attention to the fact that labour 
was responsible for preventing inefficiency and possible closure in 
three mills. Thus, the attitude of labour there has been always 
constructive. 

64. Similarly, it is significant that at a centre like Indore, which 
was previously included in the Indian State areas," the labour force 
has been substantially reduced in recent years. These adjustments 
evidently reveal higher labour productivity brought about by the 
desired conditions· and constructive approach. We commend· this 
approach to continue unabated and other centres to adopt the same 
approach to the question of rationalisation. 

65. In discussing questions regarding the phase of ·rationalisation, 
reference has constantly been made to the conclusions reached at 
the Fifteenth Labour Conference. It will be useful to repPat t.h<:>m 
berc : · 

11 It was ernp!wsised and agreed that Ciovernment might make 
arrangements to ensure that measures of rationalisation. which did 
not serve the real economic interest in the present conditions of 
the country, might be avoided. This principle and what follows 
would be applicable even in. the case of units which had already 
taken steps to introduce rationalisation but had not · · completed 
the process. The following conditions were accepted as sine 
qua non in any scheme of rationalisation :- . 

(i) There should be no retrenchment or loss of earning of the 
existing employee, i.e. the existing complement should be 
maintained, barring cases of natural separation or wastage; 

(ii) There should be an equitable share of gains of rationalisa
tion as between the community, the employer and the workers ; 
and 

(iii) There should be a proper assessment of workloads by 
experts mutually agreed upon and also suitable improvements 
in the working conditions." 

66. On the .other hand, representatives of management have 
pointed out that the conditions incorporated in the conclusions at 
the Fifteenth Labour Conference are in many cases unnecessarily 
restrictive and prevent the introduction of proper rationalisa,tion. 

67. We would strongly suggest agreements with labour· being 
entered into so ,as to facilitate implementation in an atmosphere of 
mutual understanding and trust. We feel, however, that even the 
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conclusions of the Fifteenth Labour Conference have not perhaps 
been acted upon in many places. The working arrangement in 
Ahmedabad has been within the 'frame-work of these conciusions and 
quite substantial results have been achieved. 

68. At a minimum level, the natural wastage which. occurs in the 
labour force provides some scope for the introduction of rationalisa
tion. Labour representatives at all centres agreed that there is no 
objection to taking full advantage of this steady and sure though 
somewhat slow process. Natural wastage includes reduction in 
labour as a result of death, old age, superannuation or voluntary 
retirement. What iS' intended is that. posts which fall vacant · as 
a result of natural wastage should be reduced and do not have to .te 
filled in. This should be done by agreement to be reached with 
labour. Where such an agreement is obstructed by a different 
"'-lnit:tn tff j;IAt+y, th(;!' t\tah~ ,G(j-vEnimE!rtt ~ht<1t1ld tf:l~lO! Rh''!-1J;J ltt ltrll1g 

~J,;,ut. An A!l1"''~m~n! And impletri•mt o:M Rh',..ady "tdw,l at.. 

69. Labour is not inclined at present to go beyond the above level 
and accept any compulsory retirement in excess of this level in the 
absence of prospects of finding alternative employment oppnrtunities. 
It is jn this background that suggestions have been made to us both 
by management and labour particularly at centres where ~he la~our 
complements are on the higher side as well as Government repre
sentatives that the process of rationalisation will be healthy if the 
industry is sanctioned additional capacity at such places. 

70. Such additional capacity can firstly be against any units which 
are closed or scrapped. We agree and would recommend to the 
Government that this principle be immediately accepted that against 
capacity for which iicences would be required on the ground ·of 
closure pf the factory or on the ground of units being scrapped 
voluntarily or compulsorily, equivalent capacity be licensed. This 
should be as far as possible irrthe same centre. In order to meet 
the need and demand for absorptidn D'f surplus labour, it has also 
been suggested that the capacity in the alternative be allowed to be 
utilised in any other centre in the same State with the consent of 
the .State Government. We accept this suggestion although surplus 
labour cannot be absorbed with the same ease. 

7L We have tried to examine to what extent there is scope for 
putting in additional capacity so as to facilitate absorpti-on of 
surplus labour from the units of the industry where labour strength 
is reduced as a result of introduction or rationalisation, work assign
ments, etc., following rE;habilitation and modernisation. We have 
separately assessed the size of the industry at the end of the Third 



Five-Year Plan. On principle. we do not consid · n o( 
additiona~p.acity . be-governed-by-the.-volume._oL S!!}"Plus 
labour~J:ount .oLrehabilitation.and..modernisation-o~-the~industry 
in t~~ygr.aLparts.of...tP..!LCOuntry. This would only mem that m 
those centres or areas where already both labour and management 
have gone through the pwcess of some amount of rationaHsation of 
work assignments by mutual agreement, those centres' or areas 
should be denied additional capacity, thus in effect giving a discount 
:for a z:ational approach already implemented. We are· dealing 
separately, in this report with the broad P'!!!E!En .. whi~h may be.adopted 
for all~on of wp.atever excess capacity is a,.vailable during the 
next-Pian. period for purposes of balancing, replacement of scrapped 
units, etc. ·. 

72. We have referred about the question of natural wastage .. 
The estimate of this factor is not uniform at all places. It varies 
from as low a figure as 1 5 per cent. per year to as high as 7 per cent. 
Conditions at different centres vary. It is clear for in3tance, · in 
an area like Coimbatore where the industry has come into existence 
recently, the labour force includes proportionately more young 
labour and the percentage of natural wastage is less. In well 

' established areas, however, it is unlikely that the proportion 
would be less than 2·.5 per cent. per year. If this is taken advantage 
of, it in itself would provide a fairly substantial measure for 
rationalisation. Over a 6-year, period this would come to about 15 
per cent. of reduction in the net labour. force. 

(b) Effect of Mcdernisation on Labour Strength. 

73. We have also been told by some managements that they have· 
more workers than are necessary even on the basis of their present 
machinery and mere modernisation without rationalisation of labour 
will not be of much help to them. While a part of this excess labour 
force might have been necessitated by poor workizjg conditions in 
those mills, there are probably some excess workers re~ruited in 
times of prosperity without due· regard to efficiency. However, that 
may be, when the mills are modernised, the working condit-ions will 
improve considerably enabling the workers to undertake higher 
work -assignments. The best way of arriving at these work assign
ments is on the basis of work study and jol7 evaluation taking into 
account the working conditions in each mill. It is best that such 
studies are undertaken by experts and independent bodies ·with the 
co-operation of both managements and workers. The Textile Research 
Organisations in the country have already·done some work in this·· 
direction and their services may be fully utilised for this purpose. 
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[a order to infuse connaence and' enable smooth acceptance and 
lmplementation of the results of these studies and recommendations 
following these studies, it would be advisable .. to include two , 
representatives -of labour in the Governing Council of ·each of these 
Textile Research Organisations jn the country. 

(c) Assessment of Surplus. 

74. It has not been possible for us to assess with any degree of 
accuracy the percentage of workers who are likely to become surplus 
as a result bf modernisation during the next five years. From 
an analysis of replies from mills, it is found that about 15 per cent. 
are likely to be rendered surplus during the ·next five years. In the 
discussion with managements in the various centres also we have 
formed the opinion that if the minimum level of modernisation as 
envisaged by us were to be achieved in all mills, the number of work
ers rendered surplus is likely to be of the order of about 15 per cent. 
or approximately 3 per cent. per year. A reply received from the 
Indian Cotton Mills' Federation estimates the surplus at 9 per cent. 
of the total labour :force of 1·95 lakb in Bombay City. While this 
may apply as an· average for the whole industry, the figure for each 
individual mill would be different depend:fng ·on the present condi
tions of n1achinery and the number of workers employed. In mills 
where machinery is obsolete and where there are surplus workers 
at present, the percentage would be higher and consequently the 
problem will be more acute. 

(d) Retirement, Resignation, etc. 

75. If the surplus labour for the industry as a whole is of the 
order of about 1~ per cent. or even 20 per cent., then the problem 
of absorption of these workers is not a serious one, as natural wastage 
alone will be about 3 per cent. per year. 

76. It has also been found that in some centres, there is no age 
of retirement while in other centres it has been fixed at 58 to 63 
ye~r~. It will help reduce the size of the problem if provision is made 
for suitable gratuity on superannuation. In addition compensation 
by agreement may be provided for to achieve a further measure o'fl 
rafionalisation. It has also been found that in many cases workers 
who have not reached the age of retirement but who nevertheless 
wish to leave voluntarily by rece'iving compensation . have been 
quite substantial in number. ·This type of voluntary retirement 
will also help in implementing the modernisation schemes. 
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• 
(e) Third Shift Working. 

77. Another suggestion that has been made to us in order to 
absorb surplus labour is the starting of a third shift. While a few· 
workers' representatives were against the third shift on the ground 
that ·it has a bad effect on the health of the workers, the majority· 
of union representatives complained that the managements merely 
started the third shift. to absorb surplus workers, but did not con
tinue it as a permanent measure and very soon the workers were 
sent out. This is not an acceptable practice. Labour has to be 
assured of continuity of service in third shift and if third shift is 
discontinued, the obvious course is to restore the status quo ante . 

. 78. Modernisation involves an increase in the capital cost o:f 
equipment and obviously the advantages of installation of modern 
types.of machines depend on the extent to which equipment is 
utilised and maintained. 

79. It has been brought to our notice that mills &tarted w.ith 
!latest types of machinery would be very economical if worked on 
I three shift. basis only. Three shift working has been advocated ~o 
1 that the high incidence ::>f depreciation and overhead expenses could 
\be spread over a larger output. 1\.s against this, views were expres
: sed that the third shift working reduces efficiency and also to some 
'extent adversely affects quality unless there is vigilant supervision 
and better maintenance. On balance of considerations, the Working 
Group would suggest that as far as possible, third shift working 
should be encouraged to enable a speedier rehabilitation and 
modernisation of at least some of the sections of the textile it).dustry 
which require such a measure as a matter of urgency. We would 
emphasise that the industry should go ahead with third shift working 
only a1ltei: providing for suitable ·wbrking ~onditions and other 
relevant factors. A 'large number of mills who have replied to our 
questionnaire have stated that the surplus labour on rehabilitation 
and modernisation will be absorbed on third shift working. 

(f) Badli Workers and Decasua.!isation. 

80. The introduction of decasualisation scheme under which 
labour rendered surplus in mills could be pooled together for 
each area or centre for employment in other mills in the same 
area would be a good scheme to be followed by all the textile centres. 
The scheme is already in operation in some areas and jn out discus
sion the consensus of opinion "Nas that it should be possible · to 
follow the same in other centres also. At any rate, the time has 
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come to cry a halt to any further recruitment of textile workers in 
the textile industry in the · different centres as far as possiple. 
A rigid Badli list should be maintained in each -area and persons 
should be put in this list through the Employment Exchange where 
it exists. Simultaneously, the decasualisation scheme should be 
applied so that one could take stock of. the position and ensure that 
workers found surplus are found alternative jobs. It was mentioned 
to us that in some cases recruitment goes on unregulated even with
out the knowledge of the management. It is very necessary that 
this should stop and some sort of centralisation of recruitment in the 
different centres in the industry introduced. 

(g) Genera.l. 

81. In this context the Working Group also have taken note of 
the broad recommendations of the Central Wage Board for tlie Cotton 
Textile ;I:ndustry. The Working Group .also note .the emphasis 
rightly laid pn the future increases in emoluments being related to 
increased produCtivity and a further emphasis laid on ration
alisation giving rise to greater productivity to the benefit 
-of the mills as well as to workmen. The working Group also agree 
on the subject of rationalisation with the relevant observation in · 
the report of the Textile Enquiry Committee, 1958, and recommend 
that some machinery should be devised to settle questions of rationa
lisation unit by unit. 

(3) ManaJ:"ement 

82. The Management of any industrial undertaking conists of two 
well defined tiers. The top-management looks, after the ways and 
means position for running the industrial undertaking, major policy 
decisions on measures of economy, expansions, marketing and deve
l-opment of the undertaking and overall control over the undertaking 
by a process of periodical meetings and discussions with Managers, 
Department Heads, etc., This top management function rests with 
the Board of Directorate in which the Managing Agents where they 
exist. are duly represented. The day-to.<Jay functions devolve on 
the Managing Agents and Managing Directors who are in closer t-ouch 
with the Genera] Manager, Departmental Heads, etc., and who really 
form the sinews of management. As already mentioned earlier in 
this report, the Working Party for the Cotton Textile Industry, 
(1952) drew attention to a major factor which disrupted the proper 
management of the industry by the,replacement o{ management 
houses with new comers with little experience of managing! the 
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textile industry. Th~ Textile Industry. is almost entirely in the pri
vati. corporate sector and the changes in management referred to by 
the Working Party were inevitable. 

83. Efficiency and training.-There are, no doubt, a number of 
Textile Management Houses working on fairly modem and efficient 
lines. However, the standards of management in a ·number of mills 
leave much to be desired at present. The enquiries and surveys 
conducted by the Textile Commissioner's organisation have revealed 
cases of inefficient management• in some sections of the .industry. 
While it is true that the machinery in most of these mills is very 
old and worn-out, nevertheless the lack of efficiency on the part of 
the managements has also been a contributing factor leading in some 
cases to closures. Even in the case of mills which are working, the 
abnormal variation in productivity is due only partly to machinery. 
another contributing factor being management. 

84. The low efficiency of some of the managements ·may be due 
to-

(a) ignorance of the problems of management ; and 
(b) deliberate mismanagement. 

(a) Some managements-particularly those who have newly 
come into the industrial field-are often ignorant of the problems 
involved in running an industry efficiently. If they happen to be 
in outlaying areas with no other, mills to act as an example. they 
have no source of information regarding the problems they have to 
face from day to day. · It is also difficult if not impossible for· 
them to get ·.good technicians who could advise them on problems 
of production and maintenance and purchase of suitable equip
ment either for modernisation or for expansion. They are also not 
aware of the developments taking place in other parts of the 
country-much less in other parts of the world. These manage
ments therefore take decisions with insufficient knowledge and 
information and the effect of these decisions. go on piling up until 
a stage is reached when it is no longer possible for the mill to ruri 
as an economic unit. 

. (b) There have also some·. cases of .deliberate mismanagement 
with no consideration on the part of these managements either for 
the shareholders or for the workers. Such managements have no 
place in the industry. It is in the interest of the industry if sucli 
people can be weeded out so that the industry can be built up on 
.strong and stable foundations. 
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85. While improvement in management practices can be taken as 
a necessary part of modernisation, specific recommendations in this 
respect are difficult to ma'ke. Because such improvement depends 
not only on providing managements with necessary knowledge and 
information, but to bring about an attitude of mind and a new 
approach to problems among the people at the t'Op. It depends on 
the social environments in which the management functions, the 
degree of industrialisation in the are~ ~nd the philosophy of manage
ment that is generally accepted by the industry. 

86. The need for better management must be realised by th'Ose in 
industry and the enthusiasm for the introduction of scientific manage
ment practices must come from within the industry. No amount of 
preaching from outside will have much effect. In this aspect the 
various Mill-owners' AsS'Ociations and the Indian Cotton Mills Federa
tion have an important role in educating their weaker members to 
improve themselves. It would be a good thing if leaders in industry 
who have evolved sound management policies and practices were t'O 
assist management of weaker units and enlighten them on problems of 
purchase, sales, production planning organisation, industrial relations,· 
etc. It was explained t'O us in one of the centres that to a limited 
extent ·a few Mills had joined together to' pool their knowledge at the 
top management level. This is a step in the right direction. The· 
managements of weaker units and their technical staff should be 
encouraged to visit S'Ome of the best mills in the country and have 
discussions with the managements · and technicians of those mills. 
Such frequent contacts would enable them to have a better under
standing of their own problems and their soluti'Ons::. Exchange of· 
such visits and discussions is best arranged within the industry under 
the auspices of the various millowners' associations or through the 
Indian Cotton Mills Federation. In brief, the WorKing Group would 
suggest to the Industry itself to remodel their managerial standards 
and improve them by collective thinking and pooling of knowledge. 
The method of selection f'Dr Supervisory and, Managerial positions 
should also require toning up; · · · · · 

87. The raw material fori~s the largest single item of cost in 
a textile mill. This is even more so in th~ case of spinning mills. 
It .is also!' highly variable commodity both as regards quality and 
prrce. Fa.rlure to use appropriate raw material for different counts 
and stores and fuel also results in poor working conditions and low 
productivity. · 

88, Successful" management of a modern industry today involves 
the us:' of specialised techniques such 'as quality. control, .cost control. 
and t1me study. The Textile :Research Organisations set up in 
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Ahmedabad, Coimbatore, and Bombay are already doing some work 
in the direction of training workers and ,executives in the use of 
modern techniques. The Working Group would commend the 
facilities available in these institutions being fully utilised to the 
advantage of the industry, both by the technicians and the 
Management. In addition· to these' research organisations the 
facilities available and extended by the National Productivity 
Council should be utilised. The objective. should be to make the 
management and technicians au fait with the basic principles of 
management and the application of these principles to existing 
situations. 

89. Many of the smaller mills have stated that they cannot afford 
to pay high salaries and employ technicians of high calibre. Conse
quently, it has not been possible for them to maintain their machinery 
in efficient working condition. An incidental effect of modernisation 
is to increase the machinery cost in relation to other items of expen
diture. To pay such a high cost for machinery and not to maintain 
it in really good working order is a waste of fmance and effort from 
the point of view of mills -as well as the national point of view. There
fore, whatever might have happened in the past it is very essential 
that managements should devote considerable attention to the proper 
maintenance of equipment. ... 

90. It has also been found in many instances in the past that 
plans for,modernisation and expansion ha'!'e not been drawn up with 
due consideration to the requirements of the industrial units and to 
the economy and quality to be achieved. Lack of proper technical 
advice an<;i guidance has also been responsible for this. 

91. We should· therefore, suggest that in cases where the indus
trial units cannot afford the services of good technicians, a group of 
mills in one locality should employ a technician of high calibre as. 
a common technical adviser. This would enable them to have good 
advice on important technological problems and at the same time 
will not be a big item of expenditure. It would also mean that the 
maximum use is made of the services of good technical people 
available. · 

92. In the ·case of mills where such an arrangement is ~ot possible 
we would suggest formation of panel of technicians in various. 
branches of the textile industry such as spinning, weaving and 
finishing. The names of these technicians should be circulated to 
all mills and individual mills should be free tQ draw on their 
se:t;vic~s 01~ and when necessary, · 
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93. Finally, we would like to emphasise once again that better 
management will have to come from an awareness from within the 
indUstry itself. Managements must realise that the future prosperity 
and stability of the industry and the extent to which it can sustain 
and contribute to the national economy depends ultimately on the 
best that they can contribute to the industry. 

(4) Financial Structure and Resour~es of the Industry 

(1) Capital formation- Plough-back of profits. 

94. Investment of equity capital and for that matter the essence 
of capital formation in any industry proceeds on expectation of 
continued fair return. The return to the investors on risk capital 
should be after the satisfaction of the primary requh:~ment of the 
industry to conserve within itself adequate resources to provide for-· 

(a) Lean periods; 
(b) cost of repfacement of block ; . and 
(c) provision for a regulated and limited programme of expansion. 

·.The growth of a large number 6£ t~xtile units in the country reveals 
a story of small l;>eginning with a low' share capital, getting expanded 
by ploughing back the resources and increasing the capacity. The 
industry deserves to be complicated on the part it has played in its 
growth in the earlier periods. The industry did well in the war and 
after war periods, but as observed by. the Working Party' for the Cotton 
Textile Industry (1952), the profits were not adequately conserved by 
some units. · · 

95. In recent years it is noticed · that there has, however, been 
a progressive awareness on the part of the industry for a larger plough- . 
back of resources. The analysis of Balance sheets and profits and loss 
accounts covering 230 composite mills accounting for a total of 8·9 
million spindles and 1·66 lakh looms and of 93 spinning mills With 
a total capacity of 1 ·44 inillion spindles by the Economic Branch of 
the Textile Commissioner's Officer discloses the following results :-

(Rs. in Crores.) 

Composite Mills. 1956-57. 1957.f8, 

Managing Agency Commission 4·21 1•70 

Depreciation 12•2 10•4 
" 

Net Profit .... ... 25·0 6:5 
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Spinning ~~illr.. 

Depreciation 
Managing Agency Commission 
Net Profit •• , 

(Rs. ~n Crores.) 
1956.67 

0•54 
1•77 
3·20 

1957-li8, 

0•20 
1•90 
1•18 

From the figures given in the Working Party's report (1952) it is seen 
that the provision for depreciation for a ten year period for 196 mills 
analysed by .them was about 16 per cent. of gross profit and about 
20 per cent. for Managing Agency commission~, . The average for the 
two years 1956-57 and 1957-58 would, however, give 36 per cent. o! 

. gross profit for depreciation and 10 per cent. for managing agents . 
. There has, therefore, been a larger .provision by the industry for 
depreciation. 

(2) Financial structure. 

96. The financial structure of the industry for the year 1957-58 
projected on the basis of analysis for the 230 _ composite and 93 
spinning mills accounting for· 85 per cent. of the capacity is given 
below:- · 

(Figures in Crores of Rupees.) 

Composite . Spinning Total. Millo. . Millo. 

Current Assets .. 276•0 35·0 3ll•O 

Current liabilities , . 229·0 42·0 271•0 

Workin~ Capital (Excess of current assets over current 
liabilities.) 

47·0 -7•0 40•0 

Gross BJock 313·0 63•0 376•0 

Depreciation 173·0 26·2 199•2 

Net Block 140·0 36·8 176·8 

Capital employed , . 0 0 187·0 29·8 216·8 

Investment 25·0 1·8 26·8 

Total capital employed 212•0 31·6 243·6 

Preference shares .• 18·0 3·2 21·2 

Debentures - 4·8 1·8 6·6 

Net worth 189·2 . 26·6. 215·8 . 
~rveo 96·0 6·3 102·3 

Equity capital 93·2 20·3 ll3·5 

' - , .... ... . ... 
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97. Taking the industry as a whole, it will be seen that the current 
position is that the industry's paid-up capital including reserves capita• 
lised by issue of Bonus shares is about Rs. 114 crores arid "Reserves'' 
about Rs. 103 crores which has been ploughed back for the creati· •n 
of Block Assets, for working capital etc. etc. In: addition, the total 
depreciation provision is nearly. Rs. 200 crores as against the Gross 
Block of Rs. 376 crores. The net "worth is about 190 per cent. of the 
book value. 

(3) Prospects of financing by industry. 

98. Many of the mills have not found it possible to furnish any 
categorial reply to the specific item in our questionnaire relating to 
prospects of their securing the finance needed for rehabilitation and 
modernisation. From our discussions and further information made : 
availabe to us, it is clear that the number of mills who will be able ; 
to secure any sizeable funds by issue of fresh capital will be very small ; 
and most of them will be relying on o:.~sside assistance. The broad •. 
pattern, therefore, is that the financial requirement for rehabilitation 
and modernisation of the industry as a whole might probably be 
met from within the resources of the mill compaflies perhaps to 
the extent. of Rs. 60 crores which, approximately, is the amount 
which should be available from the annual provision of depreciation 
itself for a period of five years. We have duly taken into .account the 
investments by the industry itself which stand at about Rs. 27 crores 
and the net worth forming 190 per cent. of the book value in assessing 
the availability of internal resources at the figure of Rs. 60 crores. 
The resources are already tied up in the gross block but the industry 
may be in a position to gather about Rs. 60 crores which, with 
sustained effort, might go up to Rs. 80 crores. 

99. In assessing the internal resources which could be secured by 
the industry during the next five year period, the additional savings 
or benefits of rehabilitation and modernisation would form a major 
factor. One of the items in the questionnaire was the envisaged 
benefits of rehabilitation and modernisation. The Indian Cotton Mills 
Federation are of the view that " there are many issues involved in 
the estimates of beneti.ts·accurlng by rehabilitation and modernisation 
in terms of monetary savings and doubted whether replies from the 
mills will be of any guidance in assessing the benefits". 

100. The replies from individual mills have, however, given an idea 
in general terms! as to what a large s~ction of the industry expects to 
achieve by rehabilitation and modernisation. 

(c.c.P.) L-A Ya 70;}-3 
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101. There is a great emphasis on improving quality of productiOn 
·by processing, increasing the average count, reduction in labuor by 
·rationalisation and reduction in wastage. The industry in general 
:expects to go somewhat finer. 

102. The Working Group appreciate the difficulty in measuring 
the future benefits in monetary terms -on account of rehabilitation and 
modernisation. The burden of loan repayment and interest is a very 
decisive factor affecting the economics of working and we shall revert 
to this later in this Rep6rt. 

( 4) Break-up of financial structure of the industry. 

103. While considering the internal resources of the textile industry 
we have necessarily to bear in mind the existing deficiencies in the 
standard of management, productivity ana economics of working of 
the different units comprising the industry. The very location of the 
industry in certain centres was stimulated by certain privileges 
enjoyed by them by virtue of their location. There were also certain 
benefits enjoyed in particular centres on account of the availability of 
cotton in the nearby areas. In -other cent.res .the proxi.mity to the 
port and to the main markets carried a dicided advantage. Ce'iain 
·other centres had very low wage structure which, in the past could 
overcome the other cost disadvantages. The availability of technical 
personnel depended very much on the attraction offered by the 
industrial units in the different areas not only by virtue of the 
remuneraton but also on the ·soundness and continued efficiency of 
the management and the attendent much needed security of service. 
A number of well-managed mills were, however, able to conserve their 
resources to the betterment of the industry by the management them- -
selves taking a business-like interest in the industry as such from the 
point of view of its long term efficiency and strength. The conserva
tion of resources has made the units more productive by a process of 
balancing of its machinery and equipment and addition of processing 
and finishing machinery to make the products better .in quality and 
more attractive from the point of view of marketability. In this way, 
it has been a vertical growth. In some areas the growth has been Oile 

· of expansion of the number of units thereby resulting in some of the 
old units still languishing without appropriate strength to stand on 
their own legs. 

104. We give below a statement giving the broad position· of the 
financial structure of the mills (1957-58) analysed which would 
generally reveal the strength and efficiency of the industry in each 
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centre. 'l'hese on the whole relate to 230 composite and 93 spinning 
mills accounting for about 10·5 million spindles and 1·66 lakh 
looms:-

(230 Composite Mills and 93 Spinning Mills) 
Year 1957-58. 

(Amount in Rs. Crores). 

Centra. Number Spindles Looms. 
Equity Capital. 

De bon· fer- Reser~ 

of (Lakhs). Number. Cash Bouus. ToW. enoo. ture. ves. 
Mills. etc • 

.A 62 20·0 41,000 <>·1! 7·6 12·8 4·0 0·6 24·4 

B 63. 29'0 <;S,OOO 12·7 9·S 21·~ 3·3 O·G 25•7 

0 18 i·O '9,700 3·8 1·9 o·v 1·:2 ·~·6 3·! 

l> 25 4•7 8,000. •1/9 1·5 11·4 1·9 0·6 3·4 

E 29 12•4 6,800 4·8 4·6 t!·8 O·l' ~·8 ll·l 

F u -4.·3 ll,OOO l!-1 Jl·6 7•7 1·3 '()ol "3·3 

G 8 l·l 2,100 1•3 0·8 2·1 1'1·3 0·9 

H 62 12·5 2(,009 \'•1 4·9 !2·Q 2·5 O·~ 6·5 

I 53 9•9 4•1 1•2 5•3 0•3 \)'4 2•6 

Oth~ 25 6•1 5,400 4•3 2·9 7•2 0•7 0·7 ~·3 

132 105·0 1,66,000 50·3 39·6 89·9 16·2 4•8 84·4 

105. The All India figures for the capital structure expressed per 
spindle after conv<>rsion of looms into spindles will be as under~

Rs. 
Equity share !;1 
Preference ,; ... 10 

Debenture . ·~ 3 

Reserve ... . .... 47 

111 -· 
lOB. The net worth ls usually measured by equity capital llnd 

reserves. In assessing the internal· resources of companies the posi· 
tlon as reflected by the equity capitatatid reserves will indicate the 
Qbi!ity of the companies to borrow or to get finances on their own. 

(G.C.P.) t•A Ya 703_:3a 
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We give below the percentage of reserves to equity capital which 
will determine the intrinsic strength :-

A 
B 
c 
D 
E 
F 
G 
H 
I 

.. ' 

.... 

186 per cent. 
120 per cent. 
47 per cent. 
77 per cent. 

124 per ::ent. 
45 per cent. 
44 per cent. 
56 per cent. 
50 per cent. 

107. The standards of intrinsic financial strength of the Industry 
in the different areas as given above also govern the extent of finan
cial assistar.ce which will be required from the Government sponsored 
agencies. This has also been corroborated by all the MiJl
owners Associations to the Working Group during discussion; in 
the various centres. The Uttar Pradesh, Madhya Pradesh and Rajas
than regions wanted almost the entire 100 per cent. of rehabilitation 
expenditure to be financed by Government agencies. The Bombay 
Millowners' Association and the Indian Cotton Mills Federation had 
estimated the financing from Industry's own resources to the extent 
or about 50 per cent. and this might wei! apply. to Ahmedal1ad, 
Madras and Bombay City. West · Bengal Millowners' Associatipn 
brought it to our notice that most of the units in that area are 
imbalanced and financial· help will be necessary to expand i:he size 
of the units and equip them with up-to-date processing machinery 
While 50 per cent. might apply to Ahmedabad, Madras :md Bombay, 
other centres might require financial assistance easily to the extent 
of 75 per cent. and sometimes more, Rajasthan and Madhya Pradesh 
areas demanding the maximum. It is also clear that modernisation 
required in the different departments of the mill may not be uniform 
in the country but would have varying emphasis depending upon the 
level of expenditure in the past. ' 

(5) Minimum Economic Size of a Textile Unit 

108. The Textile Industry has spinning units and composite units. 
For the purpose of fixation of minimum economic size, we are not 
now concerned with the minimum size purely of the wea,ing unit 
in the power loom sector. Because of the restrictions on loomage in 
textile mills, we also exclude the loomage to balance the spinning 
capacity in a composite mill. The whole basic structure of the indus
try is so designed that there will be and there should Le adequate 
number of excess spindles in the composite units as also the required 
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number of spindles in the spinning units to cater to the demand of 
yarn for the decentralised handloom and powerloom sectors. There
fore the question of fixing the minimum economic size revolves on 
two factors :-

(i) what is the mintmum economic size of spindleage in a purely 
spinning mill ; · 

(ii) what is the minimum economic size o£ spindles and looms in 
a composite mill. 

10~. At present the textile industry, consisting of 18d spinning 
units and 292 composite units, is scattered in the different centres of 
the country. Taking the spinning units, all the post-war units have 
been licensed for not less than what has been hitherto considered as 
the minimum economic size of 12,000 spindles. The structure of the 
industry according to the number of spindles and looms is given 
below:-

Spindles in thousands. No. of units. 

6,000 and below 39 
6,001 to 12,000 64 

12,001 to 18,000 74 
18,001 to 24,000 .... · 64 
24,001 to 30,000 61 
Rest 178 

Looms .. No. of units. 

300 and below 64 
301 to 600 11() 
601 to 900 64 
901 to 1,200 19 

1,201 to 1,500 15 
1,501 to 1,800 10 
1,801 and above 1() 

110. The primary consideration which should govern the fixat~on 
of a minimum economic workable size of any industrial undertakmg 
is the economic feed in the first process for the lowest capacity 
machinery operating in that process. This cap~city should b<; such 
as to ensure a continuous economic feed to machmes employed m the 
remaining processes right up to the ultimate product. · In other 
words, if the machinery employed in the first process-an~ in th_is 
case, the blow room line-requires a. complement of machmes m 
other processes right up to the ring frame stage which cs.n conve
niently be expressed in units or multiples thereof, obviomly one 
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·blow room with its necessary complement may be considered as the 
minimum economic feed. Further developing this idea the lowest 
common multiple of the number of machines which have to be 
installed in the various stages will determine the minimum economic 
size purely measured by the technical aspect.. This again hinges on 
the capacity of t.he different machines designed 'for the purpose as 
quite a number of varieties of machines with different capacities 
exist and are available for insta!l<ition. This points to the fact that 
so long as technological developments are taking place, the l:>asic 
concept for the minimum economic size even from a purely techni· 
cal aspect has necessarily to change. Therefore, there can tle no 
fixed idea or a norm which can be made applicable at all times. 
Even so, at present there is need for examining this position as the 
industry js to embark on large scale rehabilitatiOn and moderni· 
sation. 

111. There are two other equally fundamental aspec;s which 
have a vital effect on the concept of minimum economic size. The 
first is the point of view of efficient supervision at fairly top levels 
in the different departments and the second is the economic factors 
relating to purchases, sales, investments, returns, etc. From either 
or both these aspects, 1t follows that neither very small units nor 
very big units under one supervision can be said to be satisfactory. 
There is therefore a limitation placed even on big sized units. 
The technological improvements taking place in the textile machi· 
nery making industry in the different parts of the world carry the 
inevitable advantages of improvement in quality and larger produc
tion per machine per man than in the past. While the question of 
minimum economic size can easily be solved in respect of purely 
new units by the application of the above principles, · the same 
becomes difficult when we apply the same principles to those units 
of the industry which arc already working and where in some 
departments, a few machines of the latest type are to be introduced 
as a measure of rehabilitation and modernisation. In such cases 

' it will not be correct to say that the capacity itself has to be raibed 
or lowered because of the introduction of a particular type of 
machine which itself would require the preceding or succeeding 
processes to be expanded or diminished. Abundant caution . is 
therefore necessary in applying these principles to the existing 
units in the. textile industry. . At the same time, quite apart from 
these factors, there are a number of units which even under the 
present conditions are not economic because of the very small size 
of the units. Surely, measured by any standard, a spinning unit 
with 5,000 or 6,000 spindles will prove uneconomical to work when 
we apply any of the factors already explained in this paragraph. 
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112. Expert views on the subject of minimum economic size vary
considerably. The technicians themselves have admitte<;l difficulty. 
in solving the problem and giving an expert view although the fac
tors in general affecting consideration of the problem are very well
known. There are also certain other considerations not related to 
technical, supervisory and managerial aspects, which will have to 
be brought to bear on the solution of this problem. There are 
a number of mills recently estabiished which although having less 
than 12,000 spindles, are showing good result:> while. there are quite 
a large number of mills which, measured by any yard stick, could 
be intrinsically considered ·as economic, have been repeatedly suffer
ing losses and· brought to decay. According to the technicians 
"the industry is passing through from a stage of being labour
intensive to a stage of being capital-intensive and this also points out 
to a larger overhead by way of cost of financing and interest ·•. 

113. We are of the view that on balance of considerations, the 
minimum economic and workable unit of a textile mill in the per
sent conditions should have 12,000 spindles and 300 looms. While 
this is the absolute minimum capacity, we would aloo suggest that 
the industry could as far as possible go up to the level of 18,000 
spindles and 400 looms in due couree with a further stage of increase 
to about 25,000 spindles and about 500 looms: In giving this opinion, 
we are guided by the fact that the industry is slowly going in for 
finer counts. 

(&)Export Requirements 

114. The problem of rehabilitation and modermsation of textile 
industry 1s undoubtedly one involving expenditure of considerable 
amount of money, both foreign exchange and Indian currency, in 
obtaining the necessary machinery and equipment. .So far as 
imported machinery is concerned, the question is not only one of 
securing the necessary foreign exchange resources ·but also one of 
obtaining the required machinery from manufacturers at prices 
which are reasonable. There is, therefore, undoubtedly the necessity 
to stipulate priorities and in considering such priorities, the Group 
would give top-most place to equipping the industry with modernised 
machines and equipment to cater to the needs of the export market. 
In fact, a question has been posed in some quarters as to whether 
it will not be sufficient to limit the rehabilitation and modernisation 
to· what is absolutely necessary in the interest of sust.ining. and 
developing the cotton textile .exports" without goi''1'( to thP. extent 
or hastening the rehabilitation and modernisation of the industry as 
a whole. There were also suggestions that those units which could 
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commit themselyes for export might l:le given an opportunity in the 
matter .;f rehabilitation ~d modernisation in preference to the 'units 
-\Yl,J,icJ;1 ~e · cateri~g to the home market only. We have carefully 
considered these suggestions. As a pureLy short term exped1ent, 
a ~eas~:e of discriJUination in the matter of much needed rehabilita" 
tion and modernisation by giving.·preference to the expor.t aspect 
1Ilight S.er-Ve the purpose. But the 'Group are fir.mly of the view that 
exclusive attention tci exporting units would not be practicable or 
·desiJ;able it;~ tl;le_ long term interests of the indt;stry or the internal 
consumer. The economy of the country cannot be considered in 
·is~lation. by ti.king the export factor only. Nor would it be corre.ct 
t~ think that the benefit accruing to the consumer is not going to 
have its own effect in redudng the cost of production as eventually 
a larger offtake of the products of the industry will go to niduce ·the 
cost of production by a p:ocess of spreading the overl:leads over 
a larger output. By and large, therefore, there is considerable merit 
in considering that the industry is one for purposes of both the 
in ter;,:al and external sectors. 

115. We would, however, recommend as an experiment the 
setting up of Five new units with a capacity of 25,000 spindles and 
500 looms each and equipped with up-to-date type of machinery 
including processing equipment. These units will produce faultless 
quality doth woven on automatic l-ooms and the entire output will 
have to be compulsorily exported to one country or the other, Each 
such unit will produce on a three shift basis about 15 ~illion yard~ 
of cloth per annum. Our estimate of the total capital cost for the 
installation of each of such mills is over Rs. 2 crores. The idea under
lying in starting the mills is that these units will be set un: at 

· the best favourable l-ocations irrespective of other considerations 
and ~hould be capable of producing cloth for export at economic 
prices.f We have ccnsidered the question of enforcing this condition 
of comnulsory exports from such units. There is a genuine risk that 
some parties_ ;:ould -offer to put up such units ostensibly agreeing to 
all the cond1hons but after a short while put out grounds for their 
inability to abide by the conditions. In that event, although closure 
of the unit would be the natural corollary, there would be pressures 
comil)<! in from the point of view of continued employment d 
utilisation of resources. Having considered very carefully aU ~~ 
aspects, we ·:_ec~~!lle_llc~ _that pro'lision shauld be made for th: 
ilnpositionm penal eJ<1!lse duty at suitable rates over the ra f 
production of such units. This will act as a balancing factor ~g\~ 
export trade in textiles. We . would . recommend that the nec:~sa/ 
licences are thrown open to the private sector to be met by way J 
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equity capital. If the private sector does not respond to the extent 
necessary, the question may be considered of Government or public 
financing agencies contribu!.ing .g_qme :l)J:ta,re .C.apit!J,l in ,conjuns;tion 
with the .Private sector in appropriate proportions. In this respect, 
highly rationalised !;pinning' mills which. abide by all the terms and 
conditions regarding export may also be allowed to participate in 
the scheme subject to adequate safeguards. 
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CHAI'TER V. 

(a) Sources for Financing Rehabilitatiox.. 

116. We have assessed separately that the industry would require 
about Rs. 180 crores for a modest level of rehabilitation and 
modernisation. Out of this, on a· conservativ.e estimate, the industry 
may be able to fmd about Rs. 80 crores from their own resources 
including borrowings from Dire<!tors, Banks, etc., on their own 
security. The balance has naturally to be found for the industry 
by way of loans from the National Industrial Development Corpora
tion, Industrial Finance Corporation or similar bodies set up for 
financing development of industries in the country. We have also 
estimated that the foreign exchange requirement will be of the 
order of about Rs. 60 crores by the textile industry in addition to 
Rs. 23 crores required for the textile machinery making industry. 

117. We are dealing separately in this chapter with the question 
of foreign exchange resources for financing the rehabilitation and 
!Ilodernisation programme of this magnitude. 

118. The replies received from the mills in response to our 
questionnaire do not exactly give in concrete terms how and to what 
extent it would be possible for the industry to secure the necessary 
finances by the issue of fresh equity capital, debentures, preference 
shares, etc. In the present conditions it is doubtful if large amounts 
would be available to the cotton textile industry by way of equity 
share capital, debentures or preference shares. 

119. This brings us to the next problem of obtaining the neces
sary additional finances required for rehabilitation and modernis&.
tion by borrowings. It has been expressed by some of the sections 
of the industry that even if the National Industrial Development 
Corporation and other financing institutions adopt a liberal policy, 
mills will not be eager to borrow. The reason for this is attributed 
to the time-lag which takes place from the time the loan is obtained 
to the time when the machinery installed goes into production and 
vields results. It has been stated that during this time-lag the 
interest accrues and often it proves a mill-stone on the finances of 
the unit. Th!O' Working Group concedes the validity of this argu
ment. Borrowing on a large scale with conditions for repayment of 
loans in instalments together with interest, do cause a heavy burden 
on the finances of industrial units. To some extent, the pressure 
on the finances on account of ir.terest having to be paid before the 
teething trouble is over can be remedied by re-adjustment of 
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recovery of interest by a process of calculation so that the tota'l 
interest during the period of pendency of the loan calculated on 
a prescribed rate will be recovered without causing initi.al burden 
to the industry. But the more important factor is one which has 
to be squarely faced by the industry. If the loans have to · bear 
interest, the net yield is bound to. be less. But the ultimate benefit 
will be that the industry gets rehabilitated and modernised and the 
property is considerably increased thereby. The owners cf the 
industry, therefure, have the benefit in the shape of increased 
capital value of the assets. 

120. The general question as to what is a rea)lonable return on the 
total capital invested, capital employed, turn-over etc., is one which 
has been the subject matter of examination in the past by the Tariff 
Commission (Indian Tariff Board, 1948), and the Working Party 
(1952). We are not in a position to examine in detail the question 
wheth~r any definite return to the investor in the industry can l:le 
assured. We consider that taking all circumstances into account, 
it would be both necessary and desirable to provide the necessary 
loan capital for· rehabilitation and modernisation, at very reasonable 
rates, with liberal concessions in the matter of instalments of 
repayment. 

121. If, for any reason, the necessary finance from public 
sources is not forthcoming, the programme of rehabilitation and 
modernisation is bound to be delayed. . Our attention has been 
drawn to the relative returns on investments, in the textile industry 
compared to some other important industries. The figures quoted 
m annexure VII are from a study undertaken· by the Reserve Bank 
of India. It seems clear, that unless the expectations of ·prolltabi· 
lity of "the textile industry improve materially, private capital would 
not be forthcoming in large amounts for investment in this 
industry. 

122. It might be interesting in this connection to refer to the 
following extract from an article aaapted from a paper read by 
Robert L. Garner, Presiqenf, International Finance Corporation, 
Washington, which dECal~ with the same problem although in a much 
wiser context:--

"Capital Structure a.nd Requirements. 

Traditionally, in the industrialised countries !new enterprises 
have been launched largely with equity capital. Only as they 
have attained some maturity have they incurred substantial long
term del:tt. In the developing count:ries, however, many new 
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enterprises are set up with a heavy proportion of borrowed funds. 
Generally, we in I. F. C. consider that equity should exceed or at 
least equal, debt. 

It is the rule, rather than the exception, to encounter delays in 
construction and in attaining full operation. Costs of construction 
and of equipment are higher than expected ; sales larg behind 
estimates; profits are easier to forecast on paper than to obtain 
in the factory. Share-holders must wait for dividends until these 
have been earned, but fixed interest charges are not easily post
poned. Experience shows that new enterprises frequently founder. 
in the early years. because of excessive debt charges. 

If too much debt is dangerous, short-term debt is doubly so. 
I be'lieve that the most common financial weakness m projects 
presented to us is excessive short-term debt. Sometim~s credits 
fall due before a plant can begin operations. 

The risks involved in short maturities also represen~s risks to 
lenders ; short-term maturities do not necessarily represent the 
safest investment. Uuless creditors give borrowers sufficient time 
to repay, both may face unnecessary losses". 

123. At the same time, the Working Group would recommen:l that 
all authorities who have to deal with questions relating to textile 
mill finance, profit margins etc., should adopt a liberal and realistic 
attitude in regard to the performance of the indusry and the service 
it renders to the national economy at large. 

124. In rega.rd to the financing of rehabilitation and modernisa
tion of the industry by way of loan from one or the othe:- Corpora
tions sponsored by the Government, the Working Group would 
suggest that as far as possible for a project in a mill, the mill 
company should be facilitated to approach only one lending agency. 
At present expansions do not come within the purview of the 
National Industrial Development Corporation. It will also be 
necessary to include the cost of constrJction of necessary buildings 
as part and parcel of rehabilitation and modernisation as an admis
sible item for the purpose of grant of loan. In the mater of grant 
of loans, the approach should as well be one of constructive help 
sought to put the industrial units back on their footing by remedying 
the defects rather than one of rejecting the loans on account of such 
defects. The industry on its part should not hesitate to accept the 
remedial step suggested in whatever terms . the loaning authority 
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clothes the terms and conditions. The possible lines of Jiberalisa
tion which would require consideration appropriate to the merits of 
each case may be listed as under : 

Loans may be granted to the extent of cost of machinery 
installed, construction of new ,sheds and buildings, compensation 
to redundant workers and for working capital; 

Loans may be granted subject to over-all security being availa
ble (market-value of the block being taken into consideration) 
and ensuring efficient management ; 

Conditions such as restricting Companies' investments m other 
concerns and restricting the rights of withdrawing loans adval}ced 
by the Directors/Managing Agents may not be imposed ; 

A climate should be created that by and large all companies 
who are in need of finance for rehabilitation and modernisation 

· of the mills come forward to N.I.D.C. for financial assistance. 

Legal mortgage may not be insisted upon ; 

Equitable mortgage or simpie deposit of title-deeds may be 
considered adequate ; 

Procedure of searching title etc. may be made less elaborate. · 

(b) Repayment capacity 

125. Earlier in this Report we have stated in detail how the 
capital structure of the industry in several centres stand at present 
the· position in regard to ploughing back of profits, creation of 
reserves, depreciation, etc. We have also indicated the "net worth" 
for the industry which generally stands at about 200 per cent. of the 
"equity Capital". When we consider the industry as a whole, 
obviously the weak sectors, the medium sectors and tht! best sec
tors of the industry are all merged together. There are undoubted
ly about 80 units distributed. in the several areas of the· country. 
which are more or less on the higher 'level of which some can be 
considered as top-most units.. One can be misled into a false assess
ment by· taking. the prospects: of. the top-most leading units of the 
industry in judging the general behaviour ·of the industry as a whole. 
These· top units by virtue of the utilisation of the best talents on the 
managerial, technical and other sidet> of working of the mills, · are 
able to easily weather the storms. These units will also be able to 
command adequate resources for modernisation. The problem, 



therefore, is not of great magnitude for these units. We are, thete• 
fore, concerned mainly with the remaining units which would go 
to N. I. D. C. for assistance. Generally seaking, the provision of 
finance for rehabilitation and modernisation of these units to the 
extent of, say, about 150 crores (the remaining Rs. 3.0 crores may 
be taken as representing the expenditure of the top units of 1jhe 
industry) will inevitably act as .a dead weight on the financial 
structure of the mill companies for some years to come. We have 
earlier assessed the resources of the mill companies to provide fot 
rehabilitation and modernisation at about Rs. 80 crores. Out of 
these the medium and ~arginal units may not be able to arrange 
for large financial accommodation except by borrowings from either 
banks or one or the other of the lending institutions. These com• 
panies are already burdened with borrowings for working capital 
and other purposes. In addition, a reasonable margin should also 
be available to these units for payment of dividends to the share• 
holders. The turn'Over of the industry as a whole is round about 
Rs. 450 crores. The best year for the industry In the recent past 
was 1956, when the gross profit before allowing for depreciaticn and 
taxation worked out to· about 9 per C€nt. of the sales. Out of this, 
the depreciation on the existing machinery would absorb 3 per cent., 
leaving the remaining 6 per cent. of the turnover as net profit sub• 
ject to taxation. Taxation will be about 45 per cent., of this or in 
other words, another 2·75 per cent. will be absorbed, leaving 
a balance of 3·3 per cent. as net profit on the sales. On the equity 
capital this will work out to 13 per cent. which will be available as 
dividend, reserves, etc. We have taken the year 1956 as it was the 
year in which the industry made comfortable profits and with all 
the improvements in the market conditions and the benefit of 
rehabilitation which might be realised -by the mills, the ~uture level 
of profit may not be much more than what was achieved in 1956...57. -

126. The next process is, therefore, to see how far this profit 
will suffer a reduction on account of the extra liability which will 
fall on the industry on account of the payment of interest on the 
borrowings for rehabilitation and repa.yment of loan instalments. 
This liability may roughly be worked out on an average of about 
iO per cent. per annum spread over a period Of 15 years on the 
total borrowing of about Rs. 150 crores. If we take on! y the firs~ 
five years, this p~rcentage will be 11·6 in the first year, 11·4 in the 
second year, 10·9 in the third year, 10·7 in the fourth yea:r and 
10·3 in the fifth year. On an average, during the next five yeara, 
the liability will be abo-:.1t 11 per cent. or about Rs. 16·5 crores per 
year. 
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127. Working out on the basis of the net profit after allowing 
depreciation on the existing assets for the year .1956 . of Rs. 27 crores 
per year, it seems clear that the margins for depredation, taxation, 
and profits are small. It would therefore be necessary al).d advisable 
for NIDC and public financing agencies to issue sizeable amounts' 
by way of equity capital to mills. It is also obvious that simul
taneously mills will have to reduce costs in all directions. 

, 128. One ·Of the important induc~ments offered by the ·Govern
ment to encourage investment on expansion and rehabilitation of 
industries is the Development Rebate which allows 25 per cent. of 
the fresh investmel).t or new· plant and machinery being admitted 
as a revenue expenditure, thereby enabling the industry to pay 
taxes on profits reduced by that amount. The Corporation Tax be
ing about 45 per cent., it means that the company derives a saving 
of 45 per cent. of 25 per cent. of the total expenditure incurred on 
plant and machinery provided there are adequate profits. There is 
also provision for the unabsorbed Dev~opment Rebate being 
carried forward to future years subject to certain limits. In order 
to discourage companies distributing_ this fortuitous profit to the 
shareholders and to enable the same being utilised only for the pur
pose of the undertakings, there is also a restriction under which 
75 per cent. of the Development Rebate sho.uld actually be debited 
to profit and loss account. We wo~ld also suggest for consideration 
that the third shift depreciation allowance may be restored.· · 

(c) External Finance 

129. The Working Group have also been asked to examine the 
possibilities of securing external finance for the purpose of rehabili
tation outside the framework of the plan if this becomes necessary. 
In other words, the idea was that if the textile industry could, after 
assessing the requirements for the industry as a whole negotiate 
collectively. or through some agency like the Federation or some 
other similar body with the lending institutions such as I.C.I.C.r., 
I.D.A., Export-Import Bank, World Bank, it would facilitate speedier 
rehabilitation of the industry. The Working Group consider that 
individual agreements by private sector with their opposite numbers 
for supply of machjnery on credit terms present certain difficulties. 
In a scheme of modernisation Of the scale envisaged affecting the 
industry as a whole, the active assistance and blessings of the 
Governments concerned will be absolutely necessary. The Work
ing Group also consider that for any tangible results to be achieved 
in this direction--€ven if it be fur obtaining the collabora
tion with foreign suppliers of textile machinery or for tapping other 
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-sources m the foreign· countries including the recogni$ed lending 
institutions-a small Committee consisting of representatives of the 
industry and Government should explore and assess the probabili
ties of securing assistance in the- different foreign countries. We 
have separately assessed the foreign exchange requirement at about 
Rs. 60 crores in addition to Rs. 23 crores required by the_ indigenous 
textile machinery making industry to step up their production. 
The Indian Cotton Mills Federation and the Southern India Mill
owners' Association may be asked to process· this rE'commendation 
further with the active assistance of Government. 
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CIIAPIER VI. 

CLOSED AND WEAK UNI'lli. 

· 130. I~ the contex't of rehabilitation and modernisation, we ha:ve 
had specially to consider the question of closed units imd others ·which 
may be termed 'sick' units. ·If the teXtile industry were an unregu

.lated one, new units would come into· existence ahd some old units 
disappelr as a matter of course. The size of the textile industry IS 

ho'IYever a reguJ.ated one. we· consider there are advantages in this 
regulation because it gives a certain stability to. the industry and 

· labour employed in it and regulation ensures that expansion of the 
industry d<?eS not take place hlphazardly with consequent il! eff~cts 
in times of depression. Without regulation, more national resources 
would ~ diverted to the industry than need be. 

· . 131. As we have _mentioned elsewhere, the disparity between. the 
units at the top and those at the bottom which ma,Y be sick or closed 
are somewhat large. :One effect of .the strict regulation ·of an. 
industry is no doubt the continuance of such disparities and it shou~d 
be the endeavour to see that the levels of efficiency" of all units come 
nearer together. · · · .. 

132J Closure of mills raises two problems ; firstly it m~ans Idle 
. capacity in the industry which can be ill-afforded; secondly !t means· 

· unemployment which. also. must be avoided. A The Co'ton Textile 
·industry consisting of more than 480 independent units in the private 
sector must naturally present a somewhlt uneven picture of efficiency. 
That some units would not be able to survive competition 'should no~ 
be a very unusual situation; It would be entirely out of keeping with 
the structure of the industry to expect that .every single unit· would 

. also continue to run and· run efficiently;- The object should ·be. to 
· ensure that continuity of employme~t and production are assured 
as much as possible. Ordinarily persons in charge of the industry may 
be expected-to see that units do not go to ruin. The. working Party 

· in their Report of 1952 had metl.tioned that the · management in 
a nuinber 9f cases had passed to ·undesirable hands:· Obviously 
a change in management on account of changes in shareholding. can-~ 
not" be avoided .. 'In an approach to the problem of Close9- mills. it 
would therefore, be necessary to diagnose. tf.e maladies and provide 

··for normal remedies. · · 

· 133. The closure of unit> or sicknens of tmits is d1te to various fac
•. tors:' From· the point of view of meclm~icai·equipment they ~ay have 

come to a stage where it,: is not· wc•rthwhLe rehabilitating. them .. 

. (a.c.P.) L-/1. Ya 703-4 
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Ordinarily in a country .like ours, every attempt should· be. ~acle 
to rehabilitate old units wherever possible rather than start entrrely 
new ones with- large capi~l requirements. But where rehabili_ta
tion is not worthwhile. lt is necessary that units are compulsorily . 
scrapped. 

. 134. It is hardly of any use trying to run any unit a ·iittle wh_ile 
by make shift arrangements. ·This rp.ay be sometimes done w1th 
a cut in wages or with deferred wages; but this is :no proper solu
tion to the problem created by such units. Where the machinery 
and equipment are such as can be put into good shape, this shou~d · 
be attempted provided conditions regarding management and labour 
are suitable, 

135. In the running of such. weak units by or through GQ.vei:nment, 
there are various. dilel)'lmas which come ·up. Som,etimes the uni~s 
are taken '.on lease but this can be only for short period and there 
has been recently one case in which Government' has had to assure 
that any profits made in the running :of the unit will go to the 
Company while 'losses will. be borne by the Government. -Even 

· when an Authorised Controller is ,appointed,· this· can only b~ for 
a period up to 5 years or at the most 10 years and any' betterment 
which is· effected by the. Authorised Controller goes to the benefit 
of .the same management which in most cases has been bad. · It the 
'caus~ of the sickness is. that' labour costs are high because of surplus 

· labour or' want cif ·appropriate. rationalisation and if labour is. not 
. willing to accept reasonable . form of rationa1lsation then ~o it is 

_; hardly suitable to run such units through public authority. 

·136. In all cases where· management is reasonably good but there 
· is need either of ·working capital or of some financial assistance for 

rehabilitation of the machinery, the assistance can be itlade avail
able either through State Government or by loan through N. I. D. C. 
or similar organisation~ but where security offered is not good, there 
is no doubt that some new party has to step in to run the unit but 
the new party will be unwilling td step' in·'with'all the loads of labour 
inefficiency if such exists. 

. 137. In cases ~here. ~~habilit~tion cannot be effected by rendering 
financial assistance Jl. major OIJeration becomes n.'ifessary. The Uni:s 
may have to be closed for good and also followmg the. example 1n 
U. K., the th~eat of such a weak unit reviving temporarily in periods 
of boon;) may. haye to be· avoided;· or the unit may 'be worked· for 
goqcl by better manageme!it· with rationalisation of hbour effected 
with proper working conditions and adequate remuneration. 
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138, Complete closure, of tmit for a ,long time ·hardly safeguards 
labour's. interest. ·It should, therefore, be for the benefit of labour 
also. if some major soluti/j>n is found in such cases: · The ·remedy 
should be that if a unit is worth running anew, a new party would 
be willing to, CO!!le proVided it js free of encumbrances attaching to 
the old units ; .the object can. be accomplisl}ed by compulsory liquida~ 
ti.9n of .~)le old unit ~imultaneously with a public authority running 
it pending some new party coming in to buy over the. unit. This 
ensures continuity of employment and at the same time the old load 
is taken off the new management. 

'I ,• ,\ 

: 139. At present there .are.39 textile mills (Annexure V) which are 
remaining .closed, accounting for a total capacity of 6·8 lakhs &pindles 
;md 11,170 looms. This is· about 5 per· cent. of the total installed 
capacity of th~ industry .. 

140. We have carefully; gon~ into the list of closed mills and have 
also got conducted technical inspection of ~he mills wherever neces
sary so as to· decidll which of the closed mills should st,raight-away 
be scrapped and considered as dead units, not possible of reviving. 
In our view the mills in. Annexure VI are such as cannot be revived 
(except ofcourse·by an entire replacement. and renovation of 
machinery). · This li~t covers 20 mills with 2·36 lakhs spindles and 
2,900 looms. ·we consider that even if some of the units in th~ list 
might sporadically reopen taking advantage of some short-term 
upswing, it would be a case of short-term·revival. l:n·o:ur view.thesP 

· units should be scrapped whole-sale. 
.... ' 

. 141. The remaining 19 mills from ·the list should be in,estigated 
into the assisted ,to thE;' extent. possible so that .they could be rehabili
tated. and brought back to working. They. account for a capacity 
of about 4·5lakhs spindles··and 8,200 looms. 

·r . .. . . . 
. 142. The.Textile Enquiry Committee 1958 had gon~ in detail into 
the prpblem .of textile mill .closure· and had made r certain broad 

. recommendation~;which are as un<;ler-:- . 

· (1) Mills which have outmoded'imd· obsolete machinery·and ·are 
therefore 'intrinsically incapable of going into production should 
be scr-apped and ·a· new licence issued for starting a new mill at 
or about the same locality. '· · · · ' · · · · . 
· (2) Mills· which for bona fide reasons are in financial difficul~ies 
should he helped·by financial assistance through proper channels. 
: (3). Mills te:rnporarily-·clbsed 'due to· working ·losses should. be 

·e-xamine~ one'by one and bE\' given proper a~vice ~nd relief. 
· (G.c.P:) L-AY a 7Ci:i~~ ·' · 
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(4) Mills which- suffered from mismanagement should be inves
tigated- and appropriate action- taken 'to- avoid recurrence of mis
management and to ensure proper management-by arrangement~ 
suited to each case. . , _ _ 

(5) Mills of intrinsically uneconomic -size should -~ made 
economic by proper balancing'or·rby -amalgamation with ·some 
other conc~rns which can afford· to _purchase its machinery and 
plant. . 91.- , . 

143. The various measures which are already' being taken , by 
Government such as· (i) investigation into the affairs .of mills under 
section 15 of the Industries (Development and Regulation) Act and 
(ii) ·ad hoc_ examination and finanCial assistance· for rehabilitation 
assist in the solution of the problem of closed mills. In practice, 
however, so long as we have to recognise. the indisputable element 
of inequalities in the managerial codes of practice, methods and 

· sts.ndards of efficiency, there are likely to· arise from time. to time, 
cases wh-ere even good mills will lapse into disorder and decay: -We 
would, therefore, take cognisance -of this phenomenon in the industry. 
Remedial measures can always be taken in time to arrest such -cenden
cies but any amount of such measures cannot entirely create a situa
tion where closure of mills- will be a thing of the past. It may be 
mentioned in this connection that even in the best of times a number 
of, mills had remained closed due to various reasons. ' ' 

..--
_144. ·In dealing with the problems of closed ·mills, there are two 

actions to ):>e taken. The first is to ensure that the mills which 
have been classified as irretrievable should physically be scrapped_ 
so that -with the least possible delay equivalent capacity 'is created 
in_ the country. The legal position as to whether urider the exist
ing law, Government can 'for~e the physical scrapping of the units 
has to be examined in this respect. Often · it happe-ns that even 
. tllh·d rate machinery is sold and bought by working mi!Js · _ ~hich 
only perpetuates the difficulty. To withdraw the registration licence 
imder. the Industries (Development_ and Regulation) :Act, by issuing 
a show cause notice to the "licensee owner " of the mills is a fairly · 
siople proposition .. This -will: deprive the- right of the-licensee to 
work the mill. Continuation'. of· the, licence ·1n- regard to a .. closed 
mill only---i!J;lables the licensee• to adopt a 'dog in . the manger 
policy • o:£ neither working the. mill nor: giving up his right to 
po•lSess the capacity. · There is- therefore every justi:fl.cation to. 
deprive the owners .of their licence of_ the undertaking. When· once 
this is done, we may forget v:hat'happens to- the, owning company. 
We will. then- be; concerned with.- the assets- in the milL·, -National 
interest w~uld justify sc~apping of the maehine·ey' which cannc:>t·, and 
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should .. not be utilised; elsewhere .. The spindles . and loomsc.-·will. 
mostly 'fall. under this category of j.tems tq be.scrapped .. So far as 
the, items such as. Boilers,. Blow-room, buildings, ~ransmission 

equipments and cards etc. are con.cerned, forceful ·scrappjng ml!Y 
not be so necessary as the buyers may be expected to exercise some 
amount- of caution before utilising the same. We recommend the 
law on the . subject beirig suitably amended so that. compulsocy 
scrapping may be enforced. Simultaneously it should .also, be made: 
incumbent on lj,censees for new mills· or. for expansions to old mills, 
not ·to use any old machinery irrespective of their usefulness by 
including a suitable condition in. the terms :of. licence. 

Second-hand Machinery . 

·145. The Working Group also have considered. the· question-as to 
how far utilisation . of. second-hand. machinery or· old types of· 
machinery · could be allowea. against . new licences.:. or against 
nC>rmal or substantial expansions. · In this connection the Working . 
Group. had the benefit of discussions with the Textile Technicians' 
Association. It is their view that utilisation of imported second
hand machinery from abroad or· old machmes replace in- mills on
account of. modernisation and . rehabilitation will be a retrograde' 
step and should be discouraged. The objective should· be· to take. 
this opportunity to· instal new .. machines· whether from indigenous. 
or. iinportea sources rather than follow the process of relegating 
old machines for use by less favourably placed mills .. The Indian 
Cotton Mills Federation have · also given their exert view on the 
question of utility of machinery installed· jn the textile industry . 
in the . past.. · They have taken into consideration ·the changes ·in · 
t/le designs o~ ·machines. and the changes in the process and the 
obsol-escence· factor- also. ·According to the Federation; two cycles 
aggregating 20 · yeaJ"s may be taken as a fairly workable jndex 
in ·throwing out old. machines. In certain cases, according to the 
Federat!jon, even ~utomatic !ooms 'installed 10 years ag6 ·have 
become antiquated thus represent1ng the fast changing· techniques. 
Even patent rights are said-to be·given.for only-12 years. By and· 
large, however, the Working Group agree with.the view that while·· 

·existing mills having machines -of less than 20 years old need tiot 
be forced to replace their machinery units which are newly set up 
under .licences either against scrapped units ·or agains• ·fresh · 
capacity (including s11bstantial expansion) should not be permitte~ 
to instal outmoded old machines. For this purpose, the Group would 
classify·machines prior to'1947 as outdated. · 

146.- By this process, we will be erisuririg ·that the new ~apa:ii:y . 
created. either In-replacement of the. scrapped unit or on account 



of substantial expansion to the existing unlt fs really new and ·.vorks 
,;ith fairly modern types of machinery.: OtherwiSe, a situation will · 
arise that' outmoded but perhaps useful machjnery; is continued to 
be utilised. even in the new. undertakings which will be .a retrograde 
step. · 

147. There is legal provision for revocation of licences for good 
cause and this can be done after .issue of a Show Cause notice; but 

. such a procedure may tend to be delayoo and' may be a<;companied 
by legal difficulties. After anxiously considerh).g .. the ,matter· ,we 
think Jhat the best results can be achieved by ofl'ering some !nduce
ment for the old unit to go out. Th~ solution' we· sugges; is an 
element of compensation or 'Closure Fux:d ". 'In the U.K. where 
the-capacity of the industry is unregulated and therefore there is no. 
need of legai provision ·fox· cancellation· of' licences, it was considered 
necessary til pay compensation for units gofug out of existence. 
Although in our case, the proposed closure fund would merely ,be 
as an additional inducement we consider that it may be ·provided at· 
somewhat corresponding rates at Rs. 10 per spindle and Rs. 400 per. 
iooni. This. amount 'can be easily found by levying ·som~·kind of 
licence tee or premium on all new licences or expansions. This is 
possible in Indian conditions as there would be the need . to licence 
additional capacity in the industry during the Third Five-Year Plan. 
The capacity going out is likely to be less. than the additional 
capacity to be provided for and therefore the amount of. premium 
or licence could .be less. As, however, this is a matter .of some guess· 
work,-we propose ·that the·rate of premium .of licence may l::e t)le 
J!ai!le viz., Rs.lO per spindle al).d Rs..400 per loom. We are confident 
that suitable arrangement can be worked out in consultation with 
the industry for the levy of such~ premium on the one hnad and 
payment of the closure compensation amount on, the other, without 
legal formalities. Quite a number of ·units might: be expected to 
. take· advantage of this scheme and it might be possibie for the Indian 
Cotton Mills Federation and the Southern India Millowners' Associa
tion to take over operation of the scheme. 

148. · We consider, however, an esse;,tial.condition of this arrange
ment that labour dues should be the first charge on the compensa-
tion amount or closure fund. ' 

i 49. · The arrangement proposed by us wo~ld also avoid r.ny legal 
complication regarding cancellation of licence. · 

150.. It was suggestoo to us that in order to ensure that now 
licensed capacity comes .into existence before an~ unit ill closed or 



scrapped, there zrught !Je a little excess licence capacity to provide 
for the necessary overlapping in advance· of anticipated closures. 
We consider, however, that it would be difficult to decide in advance · 
exactly where units will be -~lased. It would therefore be better not' 
to provide for over-lapping licensed capacity )Jut to sanction additional 
capacity only as and wh~p. units close. There may be some bre:ik·in 
the employment, but labour should- also get compensation from the 
closure fund. ' - -

151. Any new licensee starting with a clean slate whether running 
the particular closed or .weak unit devoid of old encumbrances wo~d 
naturally have to build up ~od long tE;rm labour relations. 

152. Apart from the mills which are actually dosed for some time 
there are marginal or " sick " units which also are a drag on the 
industry and ~here would be no knowing when they too would not 
be closed. Our approach to the question of closed and sick units is 

· that such units should be rehabilitated where this is possible an.d 
:where this is not 'possible, they should be scrapped' and their capacity 
utilised for starting additional units. Thus,· it is necessary to keep 
a watch· and prepare a list of scrappable units on the one hand and 
out of the closed or sjck units prepare another list of units which 
coUld be rehabilitated. It .becomes necessary therefore, to have 
a continued examination of the causes of closure and sickness. This 

. diagnosis may best be done by a small representative group including 
· persons at· the top level management, top level technicians, _labour 
representatives and. Government· representatives. The Group may 
not consist of. more than nine persons and may be suitably designated, 
for instance, the Textile Mills · Standing Advisory G~up 
or Commi1ttee. · . ,This group or Corruitittee should · work 
inaependently and be staffed with appropriate ~ personnel 
with a full-time Member-Secretary in-charge. The Member
S,eci:etary wuuld prepare studies, after a continuous appraisal 
of' the Balance Sheets, production trendS, etc.- The Group or Com
mittee w~uld meet once a month to suggest timely action. If need 
be the Committee might set up Regional Groups as may ·be consi
de~ed desirable. It should have powers of even making spot 
investigations .. The advice and recomme~dations of th~ Committ:e 
should be available to Government through the Textile CommiS
sioner. We d-ci not en'visage that the''action _or deliberations or the 
recommendations of the' Gomiriittee or any -steps to . improvement 
·suggested to management should be made public. It would ~e open 
to the Committee, of course, to pubticise the defects noticed m 
particular cases. The advice of the ·Committee may also lead 



Government to, order investigation -into·. the affairs of a unit under 
the .Industries. (D & R) Act so that suitable steps may be taken ~o_ 
re!Iledy the ·defects of the management or even take over the m1ll 
after issuing necessary directives to the management. 

l53." lncident.ally we 'would like to refer to the considerable delays 
which ~re taking place in the publication of Balance·. Sheets and ·· 
Annual Accounts of some units. We see no reason why the, Company. 
Law .Administration should not enforce rigorously the relevant pro
vision of the Companies' Act so that such delays are avoided.· In 
fa9t in a' munber of cases such. delays are pointers. to the exi_stence 
of iriherent ,maladie:; of. the Companies. · 

154. In cases where mills. are taken over ·or where rehabilitation 
and ,rnodernisation-.is. carried. out with the assistance of loan s~nc
tioned.by,the'J;or. I. D.<;:., etc., the need arises for the-appointment of 
efficient_ .persons ·either. to ·take charge as- Controllers or to ·be 
Resident Directors of the· inill companies.. To start with, therefore, 

· it w~uld be advisable for the N. I. D. C. to have a small strength of . 
select.~d personnel who could even be :forined into a recognised cadre 
in due course for being deployed as Resident Directors or. Controllers. · 
The number of these men will necessarily be very much limited 
to tJ;!e requirements sf! that all of them could. be employed in the" 
mills to whom loari.s are given by the N. I. D. C., or which are taken 
over by Government under the Industries (Development and. Regu-
1atiori) Act. This cadre may be borne on the strength of the N. I. D. C. 
so. that the ,persons concened will have the assured security. of· 
service and the independence ne~essary .for dfscharging their duties: 
as Resicl,ent Directors or Controllers of Mills. The pay and · allow- . 

. ances of the personnel which will be initially paid by the N. ]. D. C. 
Will be recovered from the mills. 

155. The cause~ of closures or sickness of units are of course m~y 
but as a result of the diagno3is by the Group or Committee. which 
we ·11~ve .suggested, the particular causes in respect.of independent 
units would be high-lighted.· The remedies would correspond to the 
nature· of the causes. Where units hav~ remained. closed for a long 
period, the .position w~uld be fairly clear. As we have suggested in 
respect of. 39 closed units, 20 of them are such as should_be scr_apped 
outright ; . but it may also be. that in respect of "sick" units which 
are somehow running, the. real .remedy may be scrapping. If the 
Committee considers .that a sick unit is in fact scrappable, on its 
recommendation .Government can take necessary steps .by issuing 
notice of revocation of licenc~. 
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156.. In both the .lists of closed ·or " sick " un.its, · there would· be 
some which. are not scrappable and which can be. rehabilitated. 
Some units would need only ·financial assistance withr suitable con
ditions wherever necessary. In others, it may be necessary, after 
formal investigation, to .take over the units for some time with the. 
object of ·returning them to the old management after a reasonable 
period. In yet others, it may be necessary to compulsorily liquidate 
the old Company while- continuing to run the unit in the interest of 
employment and production . We shall revert to this a mtle later. 
Finally, there would. be the case of sick units which could be rehabi-

. litated'blJ! the. managements are not willing; in the absence of.'ihe. 
possibility of. rehabilitation they should be scrapped by revocation -of· 
licences. · · 

157. In respect' of the process for compulsory liquidation or of 
revocabion of licences, although the necessary legal powers may exist, 
it would considerably help the process of scrapping at the same time 
providing for payments of dues of labour, if a scheme of compensa
tion is introduced as already suggested by us abOve; This scheme 
would avoid a number of legal difficulties. It would also be immedi
ately available pending any formal amendments .or introduction of 
new legislation to take. the necessary legal powers for compulsory 
liquidation, etc. Ap.y ·scheme which can be worked outside the formal 
legal p~ovision would also smoothen the operation and be welcomed 
by the industry. 

158. We are aware that recently there .has been a case where· 
a cloSed unit .has been allowed to sell its equipment of spindles to 
other units which are being given corresponding expansion licences. · 
In the al;Jsence of any other suitable provision the free "sale of 
licenced capacity" may ,have to be provided for ; but we cqnsider 
that the proposals which we have made would operate · better in 
tlie interlists of labour and the community. · . ... 

159: We consider that some of the closed and sick units which are 
"scrappable" should be scrapped outright· because at pres~nt the 
capacity of the industry is regulated and unless some of the h~ensed 
capacity is" out" by revocation of licences, it is not possible~ licence 
correspondingly new units. Apart from this, there are certain other 
diffiiulties ip. the present situation which we have taken into account 

· in making our proposals. If closed units are to be taken over by new 
management as continuing units, the old burdens ~ high la~ur cost 
and surplus labour, etc., and of old deMs would contmue. This defini
tely discourages newcomer~ . to come and run units which can ·be: 
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physically ru;n_ with some measure of ~ationalisation and rehabilitation. 
In a numbertof cases where Govemment may appoint· an Authorised 
cOntroller .or run· mills on arrangement of lease, etc. the: benefits of 

. any improved. managemen~, would merely go to the old management' 
which was responsible for bringing the unit to ruin. This 'is. hardly 
fair for the community. It is for these reasons that we are recom
mending' t,hat siinultaneously with the continued running of such 

. units, there should be a proce_~s _of compulsocy liquidation so that the 
assets and_ iiabilities of the. old unit, before it was taken over; are. 
availal?l<o ·t;, libour a_~d othe~,creditors and management and. sha~ 
holders, In our. view this is eminently fair, as in any case with the 
clq~iu-.e_ 'ol su~J;l :units, theJ·various persons who have a stall;e in the
assets would get· their due share of such assets. 
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CHAPTER VU. 

INDUSTI}I,hl. RELATIONS AND TRAININ,G SCHEMES. 
"' . 

_(A) Management-Labour. Relations .. ' . 

160 ... During the discussion with both management· and labour· in 
the ~ev~~al c~~tres of th~· country the Working . (}roup gaineC!. 
an impression that labour is largely entertaining a feeling that manage. 
ments "have not treated them fair!y in the past in the matter of 
giving them an' approprhte share in the benefits of rationalisation 

. and modernisation to the extent it has been carried out in· some .o( 
the centres· and mills · oi "the industry. · On the other hand,_ tlie" 
managements also have expressed a feeling that labour more often" 
.than: ~ot is recalcitrant and have not fully responded to the needs 
for economic working of the industrial units; ·Specific cases have not 
come to the Working Group's notice where '?ither the ~anagement 
or labour hav~ failed. to impll'ment the principles laid down in _the. 
Fifteenth Labour Conference which have been accepted _both by. "tlie, 
management and labour. But still the impressions both in the "mmds 
of the management and labour as explained above seem to be d,eep
rooted and therefore there: is an urgent need for bette,;,_ent of tlie' 
management-labour relations in a number of centres in the country. In: one centre.(Kanpur)it_wasexplained by both management and 
labour t)lat ,the only contact which management has with labour and 
vice versa is: through the Conciliation Boards. In centres like 
Ahmedabad where the labour organisation has been well developed, 
the Working· Gr?up could notice_ a better atmosphere of manag~ment
labour relations .. Broadly, unless a congenial and healthy atmosphere 

-of mutual'ui:lderstanding-is created between labour and management,, 
it will be difficult to attain useful, results whatever be the i.inprove
ments made in other directions, such as modernising the productive 
eq,uipments, buildings and_ better working conditioi)s.. It was al~ 
accepted by Labour representatives in almost all the centres that: 
improvement of the health_ of the textile industry is an indispens- · 
able "must" iri the long-term interests of }abour itself. Some of 

:the po_ints referred to by labour were (1) improving the working, and 
living conditions of the employees, (2) better maintenance of machin,':'s 

· on a scheduled basis, and, (3) creation of a feeling m the minds of _ 
the labour that, when they put in their best, the results do accrue · 
to the benefit of the ingustry; the. consumers and la'bour itself. The 
management had brought to the Groups' nptice that in some centres : 
like Kanpur the . labour laws permit recognitio_n of more_ 
than ~me union and in fact each· mill has to depend for 



negot;.ations di,rectly with their labour:· !D. States like' Bombay (now 
Maharashtra and Gujar.at) and Madhya Pradesh the ·union com
manding the majority of· membership in the jndustry is the 
Union with whom· negotiations ·are conducted. The Working Group 

. consider that as a measure of utmost urgency .the· labour laws would 
·require to be amended in: those States where more than one union is 
recognised at present so that the managements may jointly· or 
severally be able to negotiate with only one union as the spokesman 
cif labour. In· thill' connection the Working Group would also suggest 
the adoptton in all the centres of the system Of inviting suggestions 
from operatives with monetary inducements following the' acceptance 
of the suggestions. This will instil in the operatives a greater work 
consciousness and stimulate original. thinking on the part of the 

. workers which is very necessary if they are to be expected to operate 
the most modem machines and gi~e their best.· In foreign countries 
visited by some of the members of the Working Group, it has been 
found th.at _many of the improvements on machines introduced in 
the mills have been brought about by the acceptance of the suggeS:: 
t!op.s from the operatives. · · 

(B). Training of Labour . 

.161. There is very little provision in the textile industry to!fay for 
the systemafic training of workers and creation of work consciousness. 
New_ workers who are recruited to the industry generally learn their 
work by dilatory methods. They are not always in a· position to 
realise the need of certain methods of working from the point of 
view of safety, quality and efficiency. Systematic training of "\VOrkers 
would enable tl;!.em to work with a certain amount of order and 
method thereby reducing useless effort and • increasing their effective-· 
ness. A kn-owledge not only of how things should be done but why 
they should oe done in a particular manner will increase their under
standing of their work and enable .them·-to. appreciate their own 
contribution to the over.all efficiencY, o£ the organisation. 

. . 
162.- Such training is also i~portant from the point of view of main

tenance. Whatever care may be taken by management with regard 
to maintenance in the form of drawing up schedule of maintenance, 
p~;ovision of spare ·parts,· etc., the actual ·job on ·the machine is per
formed by workers and first line supervisors and the standard of 
maintenance _to a large extent depends on·the·way it_ is carried out. 
Further; adoption of modem-techniques inproduction and employ~ 
ment of the latest machines invented by man· pres1,1ppos~s an 
adaptability on the part of the operatives ·and the supervisory 
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personnel. . An atmosphere of working under modem conditions:and 
·substitution in the operatives psychology_. of a feeling that his energy 
is. being-·e~ercised on a better and more modern. type· of· production 
method is very necessary quite apart from the other factors of incen-: 

· tives to produce more. In almost all the centres visited by the Working 
· Group, the representatives ·of labour, drew, .attention to the need for 

training of Workers at the plant le\Tel to improve their skill ·and to 
·make·.them adapt themselves' to· the·working on modem machines. 
·In some of the centres, it w:as also expressed that a worker need -not 
·necessarily be confined- to the particular·. section or department .of 
the mill and that a certain elasticity should be there in his training 

.so that, is conditions change~ he might switch over from one section 
to the ·other .or from one department to the ·other. The Working 

. Group• are convinced that by and ~arge as a matter of policy the 
· Industry has not as yet introduced the system of training of their· 

workers. Two questions were raised in this conpection-one, the cost 
of. training ·and two, facilities for training. It. was apparent ·durtng 

~discussions. that at l~ast some sections· of the industry expreiS.I!d 
· concern at'. the expenditure invoh·ed in getting their ~en trained 

either· withi.n the same mill or outside. Another question was· also 
raised as to t?e training to. be imparted to the worker before· he is 
recruited.· Scliiie of the mills have the system of training men as 
apprentices in mills. -such apprentices are. paid at lower rates. It 

·was the labour representative's 'View· that a permanent worker 
regularly employed in the mill arid '\vho ·is selected for undergolD.g 
training in the· course of his employme,nt has to be paid his full pay 
and allowances, and only new entrant apprentices may be paid less 
under 'an agreed scheme~ The Working Group agree with this view 

· and. do consider that if: proper trab.ing courses are started and 
appropriate training is given to the operatives, it will eventually· be 
to the good of the Jndustry as productivity will go up. A small per
centage of the machines in the different sections niay even be' kept 
separately to provide the· necessary training as it will certainly be : 
in the overall interests of the mills concerned. It would ~also be 
advisable fgr men in tbe Badli list to be given the necessary train-

, ing so that such men become trained men. 

(e) Technicians' role in the Industry 

163. The Working Group had discu;;sfons with representatives of 
the Textile Association. in Bombay in order to ascertain their views 
about the. various aspects governing tl:e rehabilitation and moderni
sation .of the Industry to put ·it on so•md and hellthier Iin\!S. The" 

. role of te'ehnicians cordains in itself the fwo-fo:d · asp_ects of tendering · 
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· technical _advice to the management and looking after the sucessful 
·. operat~on of the machines. and producing what is asked to be -
·.produced at the minimum cost. and the best obtainable quality. In . 

. . more than one important. centres, the spokeman of .the rnillowners 
pointed out to the shortage of duly'.experienced and capable techni

. cians:, The Group consjder it as of paramount importancejhat quite 
'.apart· from: the management- side, a sound cadre of intermediate 

leadership _should be developed.. This cadre undoubtedly is the 
· supervisory .cadre consisting of textile technicians and specialists who 

act as the vital link between the top management and the work force. 
. . I . 

To the extent to which properly trained technicians are reported to 
be short of requirements, there is a ~eed for increasing the supply 
o:t;., puch . te~hnicians. The selection and training of techni,cians are 
matters of .considerable importance because it is good supervision that 
can create a proper. atmosphere and psychology on the workers to 
giv!l their best. It is also equally necessary .. that the technicians 
employed in the i1J,dustry are given their, due status and dignity in 

.. ·!heir profession with security of service, prospects of promotion, etc. 
It w:as also explaineq that a good number of relatively, weak units 
are not able. to pay for proper technical advice .. The Working Group 
appreciate the difficulty of these weak units and would suggest an 
arrangement by which highgrade technicians ~ctu;\lly serying. the 
industry could be enabled to serve in a panel in each of the centres 
so that the weakJ units could draw on the advice of this pane! ad hoc 
whenever such advice is neC:essary. The Technicians• Association are 
in favour of this arrangement and have suggested that the panel 
shol4d be sufficiently large so that there is .no undue interruption 
to. the normal work of the technicians who are engaged in. the mills. 
The Working Group. would also suggest that . there is a need for 
creating healthY' conditions for the cadre of technicians in the .. iltatter 
of· , promotions, etc. , and instilling in them an assured feeling '!'If 

.- security of. service. 
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CIIAl'TER ,vm. 

CONCLUDING; REMARKS. 

164. ·we have been concerned witli the examination of an important 
aspect of tlie Cotton Textile Industry, namely rehabilitation and 
modernisation ; incidentally we have also had to cover in part some 
other questions. This examination was clearly necessary to high-

"light the problems facing the industry and indeed the community. 
'The essential needs of clothing have to be adeq~ately and efficiently 
met and the ;industry has to be geared for this. Those concerned 

-with the· industry are aware of the measures necessary;_ giy~ the 
necessary conditions we are confident that the industry will emerge 
in -an improved shape. 

165•· The response to our questionnaire was fairly satisfactory and 
the discussions we' have had with represeqtatives of management, 
labour and technicians were realistic and constructive. - - -

·.- .... 
0 166. 0~ t~sk was mad~ lighter' by th~ abl~ ,.;;~er in which "our 

Member-Secretary Shri K. R. Aravamuthan and his band' of officers 
had carried out • their work. •Their marshalling _all the materials 
before us has helped us in coming to clear conclusions. 

.:· . 
. . . • '. . . ' . J 

' Shri Aravamuthan has also borne the main brunt of drafting the 
Report and we acknowledge gratefully the- 'willing and .efficient 
Services' of himself and his officers. 

,_167 •. We hope our recommendations will assist Government, and 
ndustry in the important task.of. rehabilitation,and modernisation. 

. . . . . ' . 

168 ... We are happy to present a unanimous-Report: 

, ~<jlmoay. .. _ . _ 0 -

Dated the 25th May '1960. · 
' 't . : i . .. . l 

0' • 

. D. S .. JOSHI. 
KRISHNARAJ M.D. THACKERSEY. 
G. D. SOMANI. 
K. SREENIV ASAN. 
S.• R. VASAVADA. ·_ 
'RAM RATA.N.GUPTA...-

, _TRILOKINATH SHARMA. 
N. MAJUMDER._: · 
K. R. ARAVAM'UTHAN .. -
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CHAPTER IX. 

SUMMARY. OF. CONCLUSIONS AND -~ECOMMENDATIONS .. 

(1)' Since the report of the Working Party for the Cotto~ Textile 
Industry (1952), the present position in the industry has worsened. 
still further (para." 5). · · 

(2) The industry's contribution in the earning of foreign exchange 
is substantial and quite a large number of ancillary industries depend 
and fiourishe4 on this major industry , (p(lra. 12). 

(3)· The unit labour cost in the textile' industry is 9n the high side 
compared with many other countries (para. 12). · 

( 4) One of the i:lls of the industry is the great disparity in ·the 
efficiency of the various units· and one .of the important p~oblems 
to be met is· in narro\ying down· tl!is disparity (para. 13). : . · 

, (5) Modernisation of an industry is generally regarded--as replace-
, ment not only of old, :::orn-out and uneconomic or obsolete machinery 
but also the 'introduction of modern techniques and methods (para. 14). 
f.'' • ~ .. -· --- . -· - . 

(6) Whichever changes- are adopted, the effect of modernisation 
generally is· a reduction in the number of worker required, the size 
of the reduction depending upon . th~ · degree of modernisation 
(para. 16). · 

(7). Renovation or re-construction: of buildings should ·also . be 
integral part of modernisation (para. 17). 

(8) There shouid be a minimum level of modernisation in ali units. 
a level below which no unit sho.'.Ild be allowed to exist (para. 24). 

(9) Mills which are already modernised may also. modernise further 
provided they have the necessary financial resources and are 'in 
a position to accomplish modernisation by following the princles 
laid down at the Fifteenth Labour Conference (para. 25). 

(10) Even_ on, the basis of inescapable replacement of machines, 
there is bound to be a measure of rationalisation ( para. 26). ·· 

(11) In oUr country in view of several factors, the pace of moder
nisation and rationalisation has. had to be slow and we cannot,. 
therefore, afford to keep the industry back from its legitimate 
urge and need ·for ~;ehabilitation and modernisation· (para. 27). 

(12). To 'a. certain extent, the rroblem of la~k of proper maintenance 
of machinery is due to the technical backwardness in ·some regions 
and want of good guidance in this regard (para. 40) .. 
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(13) The Working Group are firmly of the view that the essential 
expenditure on spare parts should be the first charge -on· foreign 
exchange resources and should be adequately met (para. 42). 

(14) Whichever way the problem of assessment of the needs for 
rehabilitation and modernisation on a modest scale is ~pproached, 
we come to a total figure of between Rs. 150 and 200 crores and 
a fair guide will be Rs. 180 crores for the purpose of planning for 
finance for the period up to 31 March 1966 (paras. 50 and 116), 

(15) Plan for production of additional items of textile machine::y 
in the country is being vigorously pursued and it is anticipated that 
at least 75 per cent. of the machinery requirements at the end of 
the Third Five Year Plan should be. met by indigenous manufacture 
(para. 52). · 

(16) Taking all factors into account, it is estimated that for moderni
sation and rehabilitation Rs. 60 crores worth of machinery would 
have to be imported for tlie peri-od up to 31st March 1966. This is 
in addition to spare parts for the existing machinery and components
required by the indigenous manufacturers (paras. 52 and 116). 

(17) The requirement of foreign exchange for steppmg up the 
production of the indigenous textile machinery manufacturing 
industry is estimated at Rs. 22·6 or 23 crores up to the end of the 
Third Five Year Plan (paras. 53 and 116). -

( 18) _In order to protect the interests of the consumers of the indi
genous machinery and ensure proper quality of such machinery, the 
Working Group concur in the proposal of the Ad Hoc Committee 
for the setting up of an Inspectorate in the Office of the Textile 
Commissioner (para. 55). 

(19) As far as possible, licences for new capacity issued on the 
ground of closure of units which should be scrapped voluntarily or 

· c-ompulsorily should be allowed at the same place or in_ the·same 
centre or in the alternative in the- same State in any other centre 
with the consent of the State Government concerned (para. 70). 

(20) On principle, the working Group do not consider that- alloca
tion- of additional capacity should be governed by the vclume of ' 
sur'plus labour on account bf rehabilitation and modernisatwn of the 
industry in each of the parts of the country (para. 71). 

- ~ . 
(21) Over a six~ year period, the natural wastage in- thei _industry. 

would be about 15 per cent. of .the total labour strength (pat'a. 72). 

(a.c.P.) L-B Ya 703-5 
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(22) The best way of arriving at appropriate work assignment is 
on the basis of work study and job evaluation taking into account 
·the working conditions ir- each mill (para. 73). 

· (23) It is found that about 15 per cent. of the labour strength are 
likely to be rendered surplus during the next five year as a result of 
'rehabilitation and modernisation of the industry (para. 74). . 

(24) It will help reduce the size of the problem of surplus labour 
if provision is made for suitable gratuity on superannuation. In 
addition, compensation by agreement may be provided for to achieve 
a further measure of rationalisation (para. 76). 

(25) If third shift working is resorted to to absorb the surplus 
workers, labour has to be assured of continuity of service in third 
shift and if third shift b discontinued, the obvious course is to 
restore status quo ante (para. 77). 

(26) The working Group would suggest that as far as possible 
third shift working should be encouraged to ·enable a speedier 

·rehabilitation and modernisation of at least some of the ~ections of 
the textile industry which require such a measure as il matter of 
urgency (para. 79). 

(27) The time has com" to cry a halt to any further recruitment 
of textile workers in the textile industry in the different centres as 
far as possible. A rigid Badli li~t should be maintained in eacb 
area and persons should be put in this list only through the Employ
ment Exchange where it eXists. Simulta~eouslv the de-casualisation 
scheme should be applied so that one could tak~ stock of the position 
to ensure that workers found surplus are found alternative jobs 
(para. 80). 

(28) The working Group recommend that some machinery should 
be devised as recommended by the Textile Enquiry Committee (1958) 
to settle questions of rationalisation· unit by -unit (para. 81); 

(29) Enquiries and surveys conducted by Textile Commissioner's 
organisation have revealed cases of inefficiency in management in 
some sections of the industry (para. 83). · 

(30) There· have been also some cases of deliberate mismanagement 
with no consideration ·an the part of these managements either for 
the shareholders or for the workers. Such managements have no 
place in the industry. It is in t~e interests of the industry if such 
people can be weeded out so that the industry can be built on strong 
and ·stable foundations (para. 84). 
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(31) The Working Group would suggest to the industry· itself tD 
re-model their managerial standards and improve them by collective 
thinking and pooling of knowledge. The method of selection for 
supervisory and managerial positions should also require toning . up 
{para. 86). 

(32) In cases where the industrial units cannot aff-ord the services 
of good technicians, _a group of mills in one locality should employ 
a technician of high calibre as a common Technical Adviser. {para. 91). 

(33) In cases o:£ mills where it is not possible to have independent 
technicians of "high calibre, the Working Group would suggest forma
tion of a panel of technicians in various Branches of the textile 
industry and the names of these technicians should be circulated to 
all mills and individual mills should be free to draw on their services 
as and when necessary (p'!ra. 92). 

(34) The growth of a large number of textile mills in the country 
reveals the story of small beginning with a low share capital getting 
expanded by ploughing back the resources and increasing the capacity 
{para. 94). · 

(35) The industry did well in the war and post-war years but . the 
profits were not adequately conserved by some units {para. 94). 

(36) In recent years, it is noticed that there has been a progressive 
awareness on the part of the industry for a larger ploughback of 
resources (para. 95). 

(37) The industry may be in a position to gather with sustained 
effort about Rs. 80 crores from their own resources (para. 98). 

(38) The burden of loan repayment by the industry is a vecy 
decisive faCtor" affecting the economics of working of textile units 
(para. 102). 

il&_pi,..'.Ut• 0 R • • 

(39) The modernisation required in the different departments of the 
mills may not be uniform in the country but would have varying 
emphasis depending upon the level of expenditure ·in the 'past 
(para. 107). 

(40) The Working Group are of the view that on balance of conside
rations, the ·minimum economic and workable unit of a textile mil\ 
in the present conditions should have 12,000 spindles and 300 looms. 
While this is the absolute minimum capacity, the Working Group also 
suggest that the industry could, as far ,as possible, go up to the level or 
18!000 spindles and 400 looms in due course with further increase to 

(G.c.P.) L-A Ya 703-5a 
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(22) The best way of arriving at appropriate work assignment is 
on the basis of work study and job evaluation taking into account 
-the working conditions ir.. each mill (para. 73). 

· (23) It is found that about 15 per cent. of the labour strength are 
likely to be rendered surplus during the next five year as a result of 
'rehabilitation and modernisation of the industry (para. 74). . .. 

(24) It will help reduce the size of the problem of surplus labour · 
if provision is made for suitable gratuity on superannuation. In 
addition, compensation by agreement may be provided for to achieve 
a further measure of rationalisation (para. 76). 

(25) If third shift working is resorted_ to to absorb the surplus 
workers, labour has to be assured of continuity of service in third 
shift and if third shift b discontinued, the obvious course is to 
restore status quo ante (para. 77). 

(26) The working Group would suggest that as far as possible 
third shift worlting should be encouraged to ·enable a speedier 

·t:ehabilitation and modernisation of at least some of the ~ections of 
the textile industry which require such a measure as a matter of 
urgency (para .. 79). 

(27) The time has com~ to cry a halt to any fnrther recruitment 
of textile workers in the textile inclustry in the different centres as 
far as possible. A rigid Badli list should be maintained in eacb 
area and persons should be put in this list only through the Employ
ment Exchange where it exists. Simultaneouslv the de-casualisation 
scheme should be applied so that one could tak~ stock of the position 
to ensure that workers found surplus are found alternative jobs 
(para_ 80). 

(28) The working Group recommend that some machinery should 
be devised as recommended by the Textiie Enquiry Committee (1958) 
to settle questions of rationalisation unit by -unit (para. 81).- . -

(29) Enquiries and surveys conducted by Textile Commissioner's 
organisation have revealed cases of inefficiency in management in 
some sections of tlie industry (para. 83). 

(30) There· have been also some cases of deliberate mismanagement 
with no consideration on the part of these mana~ements either for 
the shareholders or for the workers. Such man~~<ements have no 
place in the industry. It is in tl)e interests of the industr:-1 if such 
people can be weeded out so that the industry can be built on strong 
and ·stable foundations (para. 84). 



65 

(31) The Working Group would suggest to the industry- itself to 
re-model their managerial standards and improve them by collective 
thinking and pooling of knowledge. The method of selection for 
supervisory and managerial positions should also require toning . up 
(para. 86). 

(32) In cases where the industrial units cannot afford the services 
of good technicians, _a group of mills in one locality should employ 
a technician of high calibre as a common Technical Adviser (para. 91), 

(33) In cases of mills where it is not possible to have independent 
technicians of ·high calibre, the Working Group would suggest forma
tion of a panel of technicians in various Branches of the textile 
industry and the names of these technicians should be circulated to 
all mills and individual mills should be free to draw on their,i~rvices 
as and when necessary (para. 92). 

(34) The growth of a large number of textile mill~ in the country 
reveals the story of small beginning with a low share capital getting 
expanded by ploughing back the resources and increasing the capacity 
(para. 94). · 

- (35) The industry did well in the war and post-war years but the 
profits were not adequately conserved by some units (para. 94) . 

. (36) In recent years, it is noticed that there has been a progressive 
awareness on the part of the industry for a larger ploughback of 
resources (para. 95). 

. . 
(37) The industry may be in a position to gather with mstained · 

effort about Rs. 80 crores from their own resources (para. 98). 

(38) The burden of loan repayment by the industry is a very 
decisive factor affecting the economics of working of te»:tile- units 
(para. 102). . 
i)6_J.T<-'.Ot· • .. - - . 

. (39) The modernisation required in the different departments of the 
mills may not be uniform in the country but would have varying 
emphasis depending upon the level of expenditure · in the 'past 
(para. 107). 

( 40) The Working Group are of the view that on balance of conside
rations, the minimum economic and workable unit of a textile mil\ 
in the present conditions should have 12,000 spindles and 300 looms. 
While this is the absolute minimum capacity, the Working Group also 
suggest that the industry could, as far ,as possible, go up to t_he level ~! 
18,000 spindles_ and 400 looms in due course with further mcrease .o 

(G.c.P.) IrA Ya 703-5a 
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possible so that they could be rehabilitated and brought back to' 
working (paras. 139 to 141). 

(56) In practice, so long as we have to recognise the indisputable 
element of inequalities in the managerial codes of practice, :methods 
and standards of efficiency, there are likely to arise, from time to 
time cases where even good mills will lapse into disorder and decay. 
Remedial measures ~annot entirely create a situation where closure 
of mills will be a thing of the past (para. 143). 

(57) The Working Group recommend the law on the subject may 
be suitably amended so that in cases where mills' plant and · 
machinery are irretrievable, compulsory scrapping may be enforced. 
National interest would justify the scrapping of the machinery which 
cannot and sho~ld not be utilised elsewhere (para. 144). . 

(58) By and large the Working Group agree with the view that 
while existing mills having machines of less than 20 years old need 
not be forced to replace their machinery, units which are newly set 
up under licences either against scrapped unit or against fresh 
capacity including substantial expansions should not be permitted 
to instal out-moded old machines. For this purpose, the Group 
would classify machines prior to 1947 as out-dated (para. 145). 

(59) After anxiously considering the legal provisions for revoca
tion of licences for good cause, the Working Group think that the 
best results can be achieved by offering some inducement for the 
old units to go out. The solution suggested is an element of compen
sation or "closure fund". The Working Group consider a compen

. sation at Rs. 10 per spindle and Rs. 400 per loom may be the induce-
ment. This amount can be easily found by levying some· kind· of 
licence fee or premium- on new licences or expansions. This is 
possible in Indian conditions as there will be the need to license 
additional capacity in the industry during the Third Five-Year Plan 
(para 147). 

(60) The Working Group consider it necessary that a continued 
examination of the causes of closure and sickness of textlle units 
should be made. This diagnosis may be done by a small representa
tive group consisting of top level management, top level technicians, 
labour representatives and Government representatives. This Group 
may be designated as Textile Milts Standing Advisory Group or 
Committee (para. 152). 
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(61) The Wbrking Group do not see any reason why the Company 

Law Administration should not enforce rigorously the relevant 
provisions of the Compa~ies Act so that delays in the publication 
of Balance Sheets and Annual Accounts are avoided. Such delays 
are, in the opinion of the Working Group, pointers to the existence of 
lnherent maladies {para. 153). · 

(62) The Working Group consider that it would be advi:mb!e for 
the NIDC to have a small strength of selected persons who could 
even fonn into a recognised Cadre in due course for being deployed 
as Resident Directors or Controllers of mills wherever such appoint
ments are necessary {para-.. 1.54). 

(63) In a number of cases where Government may appoint an 
Authori.sed Controller or run a unit on arrangement of lease, the 
benefit of any improved management would merely go to the old 
management which was responsible for bringing the unit to ruin .. 
This is hardly fair for the community. It is for these reasons that 
the Working Group are recommending that simultaneously with 
the continued running of such units there should be a process of 
compulsory liquidation so that the assets and liabilities of the old 
unit before it was taken over are available to the labour and other 
creditors, management and. the shareholders (para. 159). 

(64) Unless a continued and healthy atmosphere of mutual under
standing is created between the labour and management, it will be 
difficult to attain useful results whatever be the iroprovements made 
in other directions (para. 160), 

(65) The Working Group consider that as a measure of utmost 
urgency the 'labour laws would require to be amended in those 
States where more than one union is recognised at present so that 
the Management may jointly or severally negotiate a settlement 
only with one union as spokesman of the labour (para. l60). 

(66) In foreign countries visited by some of the Members of the 
Working Group it has been found that many of the improvement~ on 
machine introduced in mills have been brought about by suggestions 
from the operatives. The Working Group would recommend the 
adoption of similar system of inviti'lg suggestions from operatives 
with monetary inducements following the acceptance of the sugges-
tions (para. 160). • 
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(67) The Working Group are convinced that by and large, as 
a ·matter of policy, the industry has not as yet introduced the system 
of training of their workers. If proper training courses are started 
and if appropriate trainings are imparted, it will eventually be good 
to .the industry as productivity will go up. A small percentage of 
the machines in the different sections may even l::te kept separ~tely 
to provide the necessary training. The training of workers at plant 
level will improve the skill of workers and make them adapt \.hem
selves to working on modern machines and create better work cuns
cwusness (paras. 161 and 162). 

(68) The Working Group would suggest that there is a need for 
creating a healthy condition for the technical cadre in the matter 
of promotions, etc., and instilling in them an assured feeling of 
security of service. High grade technicians actually serving in the 
industry should be enabled to serve in a panel in each centre so that 
weak units could draw on the advice of the panel ad hoc whenever 
such advice is necessary (para. 163). 



ANNEXURE I. 

REO.RGANIZATION OF THE U. K. COTTON INDLJSTRY. 

The Cotton Industry Bill was introduced in Parliament on May 13, 
1959. A White Paper (Cmnd. 744) describing the prop<•sals and 
entitled "Reorganization of the Cotton Industry" was published 
the same day. The Bill is designed to give effect to the Gov~rnment's 
proposals for assistance towards the reorganization· and re-equipment 
of t)le Cotton Industry which were announced in the statement by 
the President of the Board of Trade, Sir David Eccles, in the House 
of Commons on April 23, 1959, and referred to by the Prime Minister 
in his speech at Preston on that day. 

The text of the White Paper js reproduced below : ~ 

Background 

1. The cotton industry is faced with an accumulation of difficulties 
arising out of the changes which have been taking place over the last 
50 years in world production and distribution of textiles. Between 
1912 and 1958, the industry's total annual production of woven cloth 
fell from 8,050 million yards to 2,030 million yards and its exports 
from 6,900 million yards to 455 million yards. At the beginning of 
this period, Lancashire supplied all the needs of the United Kingdom 
and dominated the export markets of the entire world; but competi
tion l:>ecame more and more severe until in 1958 we imported more 
cotton cloth than we exported. 

2. The tremendous loss of business has been primarily due to 
the development of their own textile industries by our overoeas 
customers. Year by year new mills have come into productio!l and 
their output has first displaced British cotton good& in their 
domestic markets and later drastically reduced Lancashife·s exports 
!o third markets. The decline in our exports has been continuous 
since the early 1920s except for a temporary revival during the 
years of scarcity immediately after the Second World War. Since 
1951 the volume of exports has again declined each year. As 
compared with our total exports of 455 million yards in 1958, our 
annual exports to India alone ~ere some 2,500 million yards l:>efore 
1914. 

3. The capture by new-comers of its overseas markets has been 
the most severe blow suffered by 'che industry. But recently ·cheao 
cotton gaods have been entering the United Kingdom in increasing 
quantities from the Commonwealth. The competition in the home 



market has made all the greateF impact because in the last two years 
the textile trade of the world has been in difficulties and nearly 
everywhere orders have been below capacity to produce. 

4. The effect of this continuing shrinkage in markets can be 
seen in the contraction which has taken place in· the industry. Since 
the peak achieved during the temporary post-war revival, more than 
450 mills have closed, there has been muc)l short-time working end 
employment in the industry has fallen by about one-thml. It is 
a tribute to the resilience of the area and diversification of industry 
which has occurred that the big drop in numbers has not l.od to 
widespread unemployment. 

5. Today a great deal of the industry's plant and machine!"'; is 
idle or under-used. Much of it is out of date and, even on 
an optimistic view of the future, .will never be required again. 
A point .in the decline has been reac)led where, as a result of: the 
cumulative effect of changed conditions, a major problem of adjust
ment has to be faced. A special and compelling reason for seeking 
a solution to this problem is the geographical concentration of the 
industry in one area and its deep roots in, and great importance to, 
the 'life of the communities whose industrial history it has so 
largely made. 

6. No Government could stop the growth of cotton industries 
in other countries. But the industry enjoys tariff protection against 
cotton imports from all countries outside the Commonwealth. 
Imports from Japan and the Communist countries, notably China, 
are also drastically limited by quota. 

7. On the other hand, imports of cotton goods from the 
Corru;nonwealth come in duty free. This is our side of the Imperial 
Preference system which is of great political and economic benefit 
b the Commonwealth. We could not expect to dismantle this 
system at our end and at the same time keep the advantages which 
Commonwealth countries give us in their markets. Moreover, the 
Montreal Conference of Commonwealth Economic Minist<ors in 1958 
stressed the importance of not placing obstaC'les in the way of the 
export of manufactured goods by the. under-developed members of 
the Commonwealth. We are living at a time when the West must' 
pursue liberal economic policies towards the younger countries of 
the emerging. continents if they are to be convinced that our· way 
of life is the best pattern for themselves. This is an issue of the 
greatest importance for the Commonwealth as a whole. 
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8. For these reas"ns the Government have. not been willing to 
impose restrictions on Commonwealth imports. But they have 
given every possible support to the cotton industry in its effort to 
reach an agreement with the industries of India, Pakistan and · 
Hong Kong on a voluntary limitation of exports of cotton tex'.iles 
for retention in the United Kingdom mar~et. The Hong Kong 
Industry's undertaking to limit exports to the United Kingdom for 
the next three years began to operate on February 1, 1959, and it is 
hoped that a simihr limitation of eXports from India and Pakistan 
will shortly come into effect. 

Discussions with the Cotton Industry : 
9. During the negotiations with Hong Kong the industry and 

the Government found ·themselves at one in thinking that if a volun
tary arrangement for three years were concluded no time should be 
lost in making use of the period of stability for· a drastic reorganiza
tion of the industry. With this in mind, the Prime Minister gave 
an assurance to the Cotton Board Conference at Harrogate in 
October 1958 that, if the industry put forward plans which involved 
a measure of direct help, the Government would- be prepared .to 
·give such proposals the most sympathetic attention. In Novembe~. 
the Cotton Board set up a Development Committee, drawn from the 
main sections* of the industry and the · trade unions, to consider 
what mlght best pe done .. In January this Committee circulated 
a provisional assessment of the excess capacity in the industry to 
the various sections concerned who adopted it as the basis for their 

· consideration of the problem and for dJscussions with the Goverr..
ment at the next stage. 

10. These discussions quickly led to a wide measure of agree
ment about the basic problems-excess capacity, out of date 
machinery, widespread lack of .confidence. Despite its shrinkage 
in recent years, the industry is still too large for the markets which 
it is likely to command in the years ahead. It is handicapped by 
an excess of plant, much of iV obsolete, by· a number of weak operating 
units barely able to pay their . way, by possessing a smaller 
proportion of up-to-date machinery than most of jts competitors, and 
by the fact that much of its capacity is not as effiectively worked 
oas comparable machinery in -other countries. These factors-and the 
difficulties which have contributed to them have inevitable lE'ci to 
a serious loss of confidence. 

·11. Unless these problems are tackled vigorously and without 
delay the industry will continue ''o decline. The Government, 
however, believe that action can be taken to establish a compact 

•These sections were the spinners, the weavers, the finishers and the merchants~ 
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up-to-date and efficient industry able to t~e full advantage ut 
changes in demand and fashion at home and abroad 

Excess Capacity : 

12. Opinions vary about the extent of the excess capacity which 
needs to be eliminated in the different sections. The following 
estimates indicate the broad preliminary assumptions on which the 
Government's proposals are bas!'d :-

(i) Spinning.-According to the most recent figures available to 
the Cotton Board, out of some 24 million mule equivalent spindles 
in place in running mills, some 8 million were entirely idle in 
April 1959 (two ring spindles are normally taken as equivalent 
to three mule spindles). In addition, there were many which were 

·only partly employed. The Federation of Master· Cotton Spinners 
Associations believe the full measure of the extent of excess 
capacity to be in. the region of 12 million mule equivalent spindles. 
The Cotton Yarn Doublers' Association have estimated that the 
amount of surplus capacity in the doubling section of the industry 
is of the order of 1·2 million spindles (i.e. 60 per cent.). The 
Condenser Spinners estimate that surplus capacity in their section 
is about 10 per cent. 

(ii) Weaving.-The Cotton Spinners' and Manufacturers' 
Association have suggested that the aim should .be to reduce 
capacity in the weaving section by at least 70,000 looms. There 
were some 240,000 looms in place in runnin~: mills in February 
1959. 

(l.ii) Finishing.-The position in the finishing sections (printers, 
bleachers, piece dyers, yarn dyers) is much· more complicated 
owing to the variety of equipment and processes involved, and 
the fact that certain machinery is required at some times and 
not others owing to short-term change in requirements. The 
various Associations concerned assess the extent of excess capacity 
at from 25 per cent. to 40 per cent. 

Out of Date Machinery : 

13. The spinning and weaving sections alone have invested over 
£ 100 million since the war in capital equipment, but so great is the 
proportion of plant installed many years ago, they still fall consider
ably short of their major competitors in the extent to which they 
are equipped with modern machinery. ' 

14. The Federation of Master Cotton Spinners have estimated 
that the full cost of re-equipping or completing the re-equipment 
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and modernization of th~ remaining spinning capacify might amount 
to £ 40 million and the Cotton Yarn Doublers' Association have 
suggested that the corresponding figure for their section would be 
£ ~ million. As regards the remaining weaving capacity, represen
tatives of the weavers have indicated that the cost of re-equipping 
with automatic looms and modernizing existing looms mlght, with 
ancillary machinery, amount io £ 30-£ 45 million in all .. 'l'hese 
figures, which are only first estimates and may well be on the high 
side, are based on the assumption that excess capacity is eliminated 
to the full extent referred to in paragraph 12. 

15. The finishing sections of the industry have indicated that their 
problem is primarily one of eliminating surplus capacity and 
reorganizing the remaining capacity rather than re-equipment. 

The Industry's Representations : 

16. The industry have represented that in these circumstances· 
the most urgent task is to take organized measures for getting rid of 
the exceos capacity. While this exists there is no possible way to 
restore the confidence necessary to modernize and re-equip on the 
scale needed to give the industry the strength to compete in world 
markets. The cost of such a reorganisation-and it is not worth 
doing if it is not done throughly-is very large. The industry could 
not finance the whole cost from their own resources. Unaided they 
would not have the confidence or the c;·edit. They therefore asked 
the Government to provide substantial financial assistance towards 
the cost of both reorganization and re-equipment. 

17. The Government· did not reach their decision to single out 
the ·cotton industry. for exceptional help without much thought. 
But they have been . convinced that the circumstances set out in 
paragraphs 1-8 above justify help from public funds to bring about 
a reorganized and re-equipped industry which could compete with 
success in the markets of the world with the types of cloth that 
are wanted wherever Jiving standards are high. The reduction of 
excess capacity will not mean that output will fall. Indeed, the 
industry will be left, after reorganization, capable of producing 
substantially more if markets can be won. 

18. The Government agree with the industry that the first step 
must be to eliminate the excess capacity as quickly as possib!e and 
that direct help from public funds is reouired both for this puqrc"e 
and for the re-equipment which must follow. Accordingly a Bill is 
being introduced to provide the necessary powers to f!lCet th~ 
industry's request for help. 
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The Government's Proposals : 

19. The Government's proposals will be open to the whole of ~he 
industry as defined in the Order* establishing the Cotton Board 
as a Development Council, thus including firms which use man-made 
fi}?res as well as those which exclusively or mainly j>rocess cotton. 

20. · The.following paragraphs set out the ·Government's proposals 
in as much detail as· is possible at the present stage. The essence 
of them is that the elimination of excess capacity must be assured 
before modernization and re-equipment are worth while and that 
the Government's assistance to reorganization is conditional upon 
the industry itself compensating operatives displaced as a result of 
the reorganization schemes. · 

21. The Government are ready to contribute two-thirds of the 
cost of compensating firms who eliminate excess capacity under 
schemes to be approved by the Board of Trade (see paragraphs 32-35). 
The other third will be raised by compulsory levies on the industry 
at the request of the section concerned. Once sufficient capacity 
has been eliminated the remainder of the industry will be compact 
and credit-worthy and should, therefore, be able to raise the funds 
necessary to modernize and re-equip. The· Government consider, 
however, that the re-equipment is so essential a part of the whole 
process of reorganization in the industry that a clear demonstration 
is required of the public interest in securring that both the scrapping 
and the re-equipment should follow one another over the shortest 
possible time. Accordingly, provided that the Board of Trade is 
satisfied about the amount of the capacity. to be eliminated, the 
Government will offer a grant of one-quarter towards the cost of 
modernizing existing, and installing new, equipment in those firms 
who remain in the industry. 

Employment : 

22. If the present proposals are carried· out, the large majority 
of those now employed in the industry will gain increased security 
in their jobs. The cotton industry would contract, whether'1t 
received Government help or not, and it is an essential part of the 
Government's offer that this inevitable contraction, now to be 
achieved deliberately in as short a time as possible, should result 
in the least possible hardship to workpeople who are displaced. ·------ -· --·-----·-·- _........;: ___ _ 

• The Cotton Industry Develo]1ment Counci.l Order. 1948, as amended by the 
Cotton Industry Development Council (Am~ndment) Order, 1951, the Cotton 
Industry Development Council (Amendment No. 2) Order, 1953, andl the Cotton 
Industry Development Council (Amendment No. 3) Order, 1957, 
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23. Even though the total effect will be to increase the efficient 
capacity of the industry and in some cases will lead to an increase 
in employment, the closure of mills no longer required is bound to 
cause some hardship. The Government have very much in mind 

·the_ older men and women who have given a life-time to acquire the 
skills of their trade, some of them living in areas where it may be 
difficult to find alternative work near their homes. 

24. The employers' representatives fully share this concern, and 
they have assured the . Government both collectively and. as 
individual firms the industry will do its utmost to absorb displaced 
labour in other jobs. The Government for their part will assist 
through the machinery of the Ministry of Labour and, where 
appropriate, by the use of their powers under the Distribution of 
Industry Acts. Judging from past experience (See paragraph 4) 
the numbers who will have a continuing difficulty in finding new 
work will be much less than might be feared. 

25. In their.·discussions with the Government the industry have 
throughout recognized the need to compensate those who lose 
employment as a result of the reorg~tnization schemes, and talks are 
now taking place between representatives of the employers and 
operatives on the necessary arrangements. It will_ be a condition 
of the Exchequer grant that compensation is paid to the displaced 
operatives. under anangements for the particular section settled 
between the employers and the trade unions. Power will be taken 
to enable the cost of. such arrangements to be financed by compulsory 
levies upon firms in the section concerned. 
Administrative Arrangements: 

26, It is proposed that the Cotton Board should be responsible 
for the administntion both of the reorganization schemes for the 
various sections of the industry and of the arrangements for giving 
financial assistance to modernization and re-equipment. Afater 
consultation with both sides of the industry, the Cotton Board will 
submit reorganization schemes to the Board of Trade for confirma
tion, and cany them out when approved by Parliament. The 
compulsory levies on the various· sections will be collected by the 
Cotton Board, and it will make the compensation payments 
(otherwise than those to displaced operatives). Powers will be <aken 
under which the Cotton Board can bon-ow as necessary in order to 
enable it .to meet its liabilities pending the collection of the levies. 

27. So far as modernization and re-equipment are concerned the 
Cotton Do3rd will be re,ponoible fer certifying that applications for 
grant comply with conditions laid down by the Board of Trade and 
the Treasury. · 
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28. As at present constituted, the Cotton Board con.sfsts of fo~r 
persons representing the interests of thE> employers m the J:!!am 
sections, four representing the interests of the employees, and three 
independent members, including the Chairman, Lord Rochdale .. 
The members of the Cotton Board recognise that it would not be 
appropriate for interested parties or· their representatives to be 
responsible for administering arrangements involving the payment 
of Government grants. 

29. It is, therefore, proposed that for the discharge of its duti.es 
in relation to the present proposals the Cotton Board should act. 
through a special committee consisting of the three independent 
members of the Cotton Board with two other independent members 
appointed by the Board of Trade· for this purpose. The existing 
independent members are men with wide experience in industry and 
it is contemplated that one of the additional independent members 
should also be a person with business experience and the other a trade 
unionist of standing, both to be drawn from outside the cotton 
industry. The special committee will keep the Cotton Board as 
a whole informed about the progress of the scheme. 

30. The staff of the Cotton Board will be strengthened as neces
sary. Particular importance attaches to the appointment of a suit
ably qualified chief executive to act under the authority of the 
special committee. The Chief Executive will be able to draw on the 
experience and assistance of the Finance, Statistics and other exist
ing Departments of the Cotton Board. 

31. It is contemplated that for advice on technical questions the 
special Pommittee will have the assistance of an Advisory Committee 
composed of representatives of the employers' organisations and the 
trade unions, and of experts in matters such as scientific research. 
technological development and productivity. 

Preparation of Reorganisation Schemes: 

32. T}fe first task of the Cotton Board through the Special 
committee will be the completion of the reorganisation schemes for 
the various sections in conwltation with the representatives of both 
sides of industry. The estimates at present in· use of the capacity in 
the various sections in excess of present and foreseeable ·require
ments will be re-examined. and the detailed arrangements for 
compensation necessary to get riel of the excess will be settled. All 
concerned are •agreed upon the nePd for the utmost speed at all 
atages. 
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33. The preparation cif reorganization schemes will involve a great 
deal of detailed work. Each of them will have to indicate the extent 
of the excess capacity to be eliminated the time-table to be 
followed, the terms of eligibility for compen~ation, the paynients to 
be made where machinery is scrapped or methods of arriving at such 
payments, the terms on which compensation will be payable and .the 
compulsory leVY arrangements .. 

34. No formal action can be taken until the Bill becomes law but 
in view of the importance Of minimizing delay it is proposed that 
informal consultations between the Board of Trade, the Cotton Board 
and the sections should continue pending the enactment of the Bill 
so that no time may be lost when it comes into force. The Board of 
Trade have appointed Messrs. Binder, Hamlyn and Co., ChacteTed 
Accountants, to advise them in connection with the Government's 
proposals, and Mr. A. G. B. Burney, a senior partner in the firm, has 
been assigned to the Board of Trade fo: this purpose. 

Putting Reorganization Schemes into Operation: 

35. When reorganization schemes have been prepared after consul
tation with both sides of the industry, the following will be the 
procedure:-

(i) Submission to the Board of Tr~de for confirmation by Order. 
·(ii) Before a scheme is confirmed, the Order will be submitted 

in draft to both Houses of Parliament for approval by Affirmative 
Resolution. 

(iii) It is contemplated that every scheme will provide for a clos
ing date by which firms wishing to apply for com,Pensation n:ust 
submit their applications to the Cotton Board, and that !he tune 
allowed shall be short (say a month). No applications will be 
enti'rtained after the prescribed date. 

(iv) As soon as possible after the closing date, the Cotton. Board 
will ,Proceed to deal with the applications in accordance wtth the 
terms of the particular scheme. In all cases it will have to satisfy 
itself that displaced operatives will receive compensation under the 
arrangements in force for the section concerned (see paragraph 25) 
and that the machinery. will be scrapped within a specHred. period. 
Normally this perio.d will be short but the Cotton Board wtll have 
authority to agree to a longer period in exceptional circumstances. 
It is not proposed that the Cotton Board should purchase the 

·machinery or assume .the responsibil~ty for disposing of it. ~he 
compensation payment will be in respect of an undertakmg 

(c.c.P.) 1.-A Ya 703-6 
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physically to scrap it and the Cotton Board will take whatevei: 
steps may be necessary to ensure that this understanding is carried 
out; 

Scrapping· after April 23, 1959 : 

36. With the _subject of preventing delay in getting rid of surplus 
capacit;v: pending the carrying into operation of reorganization 
schemes, firms which scrap machinery after the date of the Parlia
.inentar)>- announcement of the Government's proposals (April 23, 
1959) will be eligible for compensa t:on under any scheme relating 
io the section concerned provided that, in so far as they are applica
abl<i, the conditions laid down in the scheme are fulfilled. No 
compensation will be payable iri. such a case unless operatives who· 
were displaced in consequence 9 £ the scrapping have been compensated 
under arrangements settled with the trade unions. 

Modernization. and Re-equipment :. . . 
37. As soon as possible. after the closing date for applications. for 

compensation under the reorganization schemes (paragraph 35 (iii), 
the Board of Trade, with the advice of the Cotton Board, will decide 
whether the amount of surplus capacity wh:ch will be eliminated 
is sufficient to justify the introduction of the Government grant 
towards the cost "Of modernization and re-equipment. -

: 3.8. This grant will only be available for modernizat!on and re
equipment initiat~d w:thin three years of the coming into for:ce of 
the Act, with a view to completion within five years from that date. 
_The Government will be able to bring the arrangements to art e~u1 
earlier if this is justified by a change in the circumstances and, while 
!lOrmally the time limit of five years will be adhered to strictly, it 
:tnaY. be· extended ,in special circumstances such as failure to keep 
to it ow:ng to conditions outside the applicant's control. 

39. · In: order that modernization and re-equipm~nt may not be 
held up pending. the introduction of the grant, applications will be 
entert1ined in respect of orders for modernization and re-equipment 
·placed after the 23rd April, 1959. In such cases grant will be pay
able subject to .the applicat:on complying, as far as applicable, with 
the conditions to be brought into force under the necessary legisla-

. tion when enacted. · 

40, The broad intention is to apply this grant to machinery and 
•equipment used in productive 'processes, but to exclude; for example, 
·vehicles and office equipment. The: Government realize that. the 
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nature and lay-out of buildings greatly affect the efficiency of. the 
production carried on within them; but in view of the size in the 
other help whkh is being offered it is not proposed to extend the 
grant to new buildings. 

" 41. It is important that the new equipment should be ~mployed to 
maximum advan~age. Success assumes that management mak~s full 
use of the results of scientific and technological research and develop
ment, and is ready t-o stand criticism on its adaptability to technical 
and other changes. · The proposea Advisory Committee 
(para. 31) should play a constructive part in achieving these cbjects. 
A large responsibility must also fall on the operatives. The reorgani:.. 
zation of the industry will fail unless management and labour are 
,willing to co-operate in the introduction of new methods and in the 
extended shift working without which the installation of expensive 
new machinery will be uneconomic. This implies that full advant
age will be taken of existng agreements and that no difficulty will 
arise over the introduction of extended shift-working in re-eqUipped 
mills in order that they may be operated as .economically as possible. 

Compulsory Levies : 
. 42. As already explained, the reorganiza~ion schemes will set out 
the arrangements f01~ making compulsory levies upon the sect~ons 
concerned for the purpose of meeting the section's share of the cost 
of compensation payments where machinery is scrapped. Where this 
·"is the wish of the section, the!'e will also be power for the Cotton 
·Board on the sections behalf to make compulsory levies to meet the 
full cost -of compensation for displaced operatives. The proceeds of 
these two levies will be accounted for: separately. 

~ 43. The schemes will provide for the period over which the levies 
are to be collected. They will also have to deal with such questions 
as the method of computing the levy and the incidence of the liability 
to· pay it. On all these matters, the Cotton Board will be principally 
guided by the wishes of the particular section. The object is to giv~ 
each section as much freedom as possible within broad limits to 
decide how its own· contribution shall be raised. 

44. The levies upon the industry will also cover the administrative 
expenses of the Cotton Board in connection with these proposals. 
The cost will be apportioned among the various sections. 

Supply of Textile MAchinery : 
45. The Board -of Trade have been informed by the manufacturers 

of textifle machinery that they are unlikely to have diflic~lty in 
meeting reasonably phased demands arising under the re-equ1~mr:nt 
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arrapgements as wei! as il). m~intaining their valuable export trace. 
While the Government expect that the great bulk of the machinery 
required for re-equipment will be obtainable' from United Kingdom 
manufacturers, it will not be a condition of the Exchequer gr=t 
that such equipment be purchased in this country. Firms wm retain 
their freedom to buy the machinery which is best suited to their 
needs. 

Conclusions : 

46. The best estimate that can be made is that, given a hvourable 
response from the industry, the cost to the Exchequer might be of 
the order of £ 30 million over five years. This is a large sum. But 
it is justified by the scale of the re-organisation required and the 
importance of the industry. 

47. The Government are sure that it is best to proceed by voluntary 
methods. It would Be a great mistake to force upon an unwilling 
industry an outside body with power to give directions as to the 
capacity which must be closed down, or to decide in det,ilil what 
re-equipment particular firms must undertake if they are to qualify 
for financial assistance. To do so would contribute neither to the 
efficiency nor to the self-confidence of the industry. It woulc! only 
be damaging to both. 

43. But the use of the voluntary method places upon both sides o! 
the industry, the Cotton Board and the Government the responsibi
lity of meeting each other's point of view and relating individual 
interests to a definite objective of national importance namely, a com
pact up-to-date and efficient cotton industry. The Government have 
no doubt that this co-operation will be forth-coming. 
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ANNEXURE ill(a), 

ESTIMATE BASED ON REPLIES FROM MILLS. 

Rehabilitation Flan-Sectionwise Analysis. 

Blow Room.-The Industry carries with it about 65 per cerit. of 
the machinery of over 20 years old, of which about one-ihitd dates 
back to periods prior to 1920. The rell'aining 35 per cent. are 
mostly post-war machines. As a first essential at ·least all the 
machines in the blow room which were installed prior to 1920 would 
require to be replaced as a measure of urgency. This would pome 
to about 20 per cent. of the total installatipns. In doing sd, we have 
necessarily to give a greater encouragement to mills where there is 
a-large preponderance of such old blow room lines.· It has, hoWcever, 
generally been found by a scrutiny of the replies that those mills 
which have asked for replacements have' asked for replacement of 
the blow room lines of the years prior to :1939, -thus in effect propos.. 
ing the scrapping up of the blow rooms .existing for over 20 years. 
The total number of blow room lines included m-o1lr analysis ls obout 
94 costing about Rs. 3·25 crores. But this represents only those mills 
which have replied to our questionnaire which form a total capacity of 
3·7 million spindles, forming about 27 per: cent. of the total capacity. 
If we project this figure to the total capa~ity, the ·amount will com,e 
to Rs. 11·5 crores for the industry. If ; we disallow the post-war 
spinning units, the net amount required wbuld be about Rs: 9 crpres. 

' 1 • ' 
. Cards.-;-Taking the cards, the Industry carries with it about 70 per 

cent: of cards of prior to 1939 make of which about --one-third is over 
40 years old.; About 25 per cent. of the cards are of post-war inake. 
In the matter of. repla;!ement of cards, ~lmost every centre seems 
to have uniformly progressed, replacement ranging from· 20 to 30 per 
cent. From ·the. replies received -it is s~en. that by and large the 
industry. wants to ·replace cards over 40: years old, that is of: prior 
to 1920 make although some centres have asked for replacement of 
cards of later makes also. · The total requirement as ·seen from the 
replies for replacement of cards _is about Rs. 4 crores for a capacity 
of 3 ·7 million spindles which would mean a total requirement of 
Rs. 12 crores for the Industry, 

Speed Frames.-Taking. the Speed Frames, the Industry carries 
about 70 to 80 per cent. of its capacity with over 20 years old machinery 

. of which again one-third is oner 40 years old. A large portion of the 
mills fn D area, almost 50 per cent. in B and H areas almost 40 per 
cent. in F. 33 per cent. in C, and in G arras, about 15 to 20 per cent. 
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require to be rehabilitated as a matter of great urgency. The total 
amount asked fvr by the mills who have responded to our question. 
naire is about Rs. 3·6 crores for a total of one third capacity of the 
mills excluding the post-war spinning mills. It would mean a total 
requirement of Rs. 11 crores for the speed frames fur the Industry 
as a whole. Many of the mills have also asked for the replacement 
of speed frames of rater years to take advantage of the latest types 
of speed frames and skipping of processes. 

Ring Frames.-As regards ring frames, the Industry is svmewhat 
more favourably placed and has only about 15 per cent. of the 
capacity, on an average, of ring frames over 40 years old. But as 
much as 50 per cent. of the total capacity is represented by ring 
frames over 20. years old but not .exceeding 40 years. About 30 to 
35 per cent. of the capacity js of later makes, mostly after 1947. There 
is no doubt that all the frames prior to 1920 should be replaced as 
a measure of urgency. The mills have also· asked for replacement 
of later year's make to take advantage of modernised ring ·frames 
available. The amount asked for by the mills who have replied to 
our questionnaire for the purpose of replacement of ring frames is 
.~bout Rs. 14 crores which on projectivn, will give a figure of about 
Rs. 40 to 45 crores. · 

Combers, Draw Frames, Doubling Frames, etc.-The amount for 
replacement as given in the replies is about Rs. 7·2 crores. It is seen 
in this connection that there has been a large demand fvr combers 
in the various centres. The cost of high speed comber set as seen 
in the estimates given by mills is about Rs. 4 lakhs. The total 
number of combers required by the mills who have replied is about 
146 sets. These mills have already got 126 sets and most of these 
requirements for combers is for additional installation as a large 
percentage of the existing combers are of the pest-war make. 
Combers are imported items. Perhaps 25 per cent. increase of the 
combers for the Third Five-Year Plan period may be sufficient which 
would mean an e:l>.-penditure of about Rs. 4 to 5 crores for the Industry 
as a whole. A further Rs. 4 to 5 crores may be provided for the draw 
frames and doubling frames. It would mean a total expenditure fur 
the combers, draw frames and doubling frames. to the maximum 
extent of Rs. 10 crores. 

Weaving Preparatory.-The next department in a textile mill is 
the weaVing preparatory department. An analysis of the replies 
received from the mills in response to ou.r quest.ionnaire shows that 
invariably textile mills want to go in for Barber Colman mac~ines 
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imd high speed winding and warping machines. The basic object\ve 
of the Industry in going in for these machines is two fold : 

(i) substantial savings in winding charges by virtue of the 
. fact that these machines are capable of winding relatively much 
larger quantity of yarn; and 

(ii) improvement in the quality which in turn enables a better 
efficiency in the weaving side. 

The total requirement on the basis of the analysed figures will be 
about Rs. 15 crores for both winding and warping and sizing. The 
broad break-down of this amount would be about Rs. 10 crores for 
winding and warping and Rs. 5 cro.res for sizing. 

Winding 'and warping acts as a pivot round which the efficiency 
of- the weaving shed rests. 

Weaving.-The replies received to our questionnaire have revealed 
that almost every one in the mill Industry would like the lid of 
restriction to be removed and installation of automatic looms, 
irrespective of other considerations, is allowed, rather as a forceful 
spurt in the tempo of rehabilitation and modernisation of ·the 
Industry. The Textile Enquiry Committee (1958) gave appropriate 
consideration to the several factors and recommended that " Govern
ment as well as the Trade Unions should create a proper psycho
logical climate withm the country and particularly amongst the 
labour so as to fagilitate the introduction of automatic looms within 
a specified period". 

The broad pattern of existing installation of automatic looms in 
the Industry is shown below :-

Ordinary looms. Automatic looms. Porcentage to the 
tol>al. 

All India. 1,86,000 15,000 7·5% 

A 30,300 2,100 5% 

B 59,300 4,300 6·5% 

II 32,600 300 0·9_% 

c 13,300 450 3% 

D 8,600 400 4•5% 

E 4,000 3,300 45% 

F 12,500 200 20l >0 

G 3,400 Nil. Nil. 
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The broad split-up.of the existing equipment in the analysed mills· 
accounting for a capac~ty of 72,000 looms is as under :-. 

Over40 Bctween20 Between 10 Less than 
Yc&rS. and 40 yea_rs. and 20 ye&rS. 10 years. 

All Indio 40% 44% 4% 12% 

A 13% 67% 7% 13% 

B 77% 18% 5% 
H 40% 41% 3% 16% 

c 22% 55% 15% 8% 
-D 50% 36% 14% 

E 38% 23% 14% 25% 

F 33% 57.% 10% 

G ··.' 14% 70% 4% 12% 

On the whole if we· take broadly on the b~sis O:f -the replies 
furnished, it will be seen that about 80 to 85 per cent. of the" looms 
in the Industry are more than 20 years old of which about half will 
be more than 40 years old.· There is, therefore, an imperative neces
sity for replacement of looms which are over 40 years old. Even 
well-developed sectors of the Industry are still keeping as much as 
70 to 80 per cent. of their looms, wmch are over 20 years old and in 
B area particularly there is 77 per cent. of looms which . are even 
30 to 40 years old. In this connection, it will be relevant to note 
that the very centres which have got a larger concentration o£ old 
looms; have kept them in working order by spending relatively 
larger expenditure than in the other centres. The amount spent 
by each of the centres is also given below :-

A 

B 

R 

C· 

D 

E 

F-

G 

Centre. 

.. 

(G.C.P.) L-A·Ya 703-7 (50~-60) 

Rs. par loom. 

430 

350 ._ 

435 

240 

120 

130 

60 

Negligible. 
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It is seen from our analysis that an amount of Rs. 13·7 crores has 
been programmed for automatic looms ·by the 94 mills which have 
replied to our questionnaire. Thls provision for automatic looms 
covers 18 . to 20 thousand looms, with an average cost of about 
Rs. 7,000. If this is taken as the gUide, the Industry would like to 
replace 30 per cent. of their looms by automatic . looms. Even 
assuming . that automatic looms to this extent visualised are not 
allowed there is an imperative necessity for replacing at least 
50 per cent. of the very old looms (over 40 years old). This would 
mean replacement of at. least 40,000 looms which would cost about 
Rs. 8 to 10 crores. 

A further provision of Rs. 10 crores may be made for replacement 
of orclinary looms by automatic looms, as also Rs. 5 crores for · 
ancillary equipment. 

Certain centres where practically no significant ·attention has 
been paid to the looms, may be going in for a substantial amount 
of expenditure on looms' replacement. Thus the total require
.ment fo.r weaving · side may be assessed at Rs. 30 crores for the 
Industry or about Rs. 6 crores per year for the next. 5 year period. 

Processing.-An analysis -of the mills· who have replied to our 
questionnaire shows that on the processing side, the expenditure in 
the past has been rather negligible in quite a large number of 
centres. · 

The replies given to our questionnaire show that the expenditure 
visualised by the . analysed mills accounting for a . capacity of 
72,000 looms is nearly Rs. 13 crores. which on projection to the" entire· 
Industry will give a figure of about Rs. 25 crores. 

While this may be taken for the All-India estimate the mills which 
are at present not having any processing facility would require to 
be given appropriate priorities. 

Engineering and Humidification and Buildings.-The total amount 
asked for by the 94 mills who have replied to our questionnaire is as 
under:-

Power Plant and Enginering 

Electrical installations and others ... 

Humidification 

Buildings . . . . ... 

Rs. 
1·24 crores. 

2·58 crores. 

1·93 crores. 

3·55 crores . 

Total roughly . . .. 10 crores -
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The total amount of rEquirement of the Industry will, therefore, 
be about Rs. 25 crores. The individual requirement will vary from 
mill to mill. 

To summarise.-The Industry during the next five years would 
require the following· amounts :-· 

Rehabilitation and that part of modernisation which forms 
an indispensable element of rehabilitation. 

Spinning-

Amount in 
qrores Rs. 

Blow Room 9 
-Carding Engines 12 . 

· Speed Frames 11 
Ring Frames 42 
Combers 5 
Draw Frames and Doubling Frames. 5 

Total for spinning 84 

Weaving Prepartory- · 

Weaving-

·Winding and Warping 
Sizing .. ~ 

Total 

1'1 
;} 

---
15 

Ordinary looms 10 
Conversion of automatic looms for 10 

replacement. 
Export 5 
Ancillary items !:i 

Total 30 

---·-
Processing and Finishing 
Building and Engineering 

25 
25 

Total 

(a.c.P.) L-A Ya 703-7a 

179 crores 
or say 

180 crores; 
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ANNEXURE: lll(b). 

"ESTIMATE GIVEN BY N. I. D. C.-CO'ITON TEXfl'ILE LOAN 
ADVISORY COMM'ITTEE. 

The National Industrial Development Corporation )las been receiv
ing applications from Cotton Textile Mill Companies for loans for 
the last 3 years. As at end of March 1960, 112 application;; have 
been received, the total value of which works out to about Rs. 48 
crores. Most of these applications have been scrutinised and some 
of ~hem have already been isanctioned loans. There have been... 
some revisions in the process of examination of 'loan applications 
and the final figure of requirements for these 112 applications has 
been estimated at about Rs. 43 crores. It is quite true that these 
applications cover, broadly speakirig, only the minimum require
ments of most of t)le units who had not come up with full and 
desirable programme for modernisation of their units. The ~chemes 
submitted along with these applications do not also envis~ge five 
yearly requirements of these units as most of the schemes were 
intended to be implemented in about 2-3 years tim~. The opph
cations received so far cover about 40 lakhs spindles and 66.000 looms 
which account for about 30 per cent. of the installed capac:ty of 
the entire industry and have been received -from: aU types of units 
from the very weak units to relatively stronger units. Assuming 
that the applications are more or less representative of the Industry 
as a whole, if we project the value of the applications on the basis 
of 30 per cent. actual for assessing the requirements of the entire 
Industry we come to a figure of about Rs. 145 crores for the 
requirements of the entire installed clapacity. The rehabilitatL{ln 
and modernisation schemes submittea along· with the applications 
have included the requirements for new and modern spinning 
machinery, weaving machinery, processing machinery and other 
miscellaneous items such as power plant, conversion to electric 
drives, humidification, ventilation, lighting, mechanical handling 
workshop· equipments and also modern buidings in particular cases. 
From an analysis of the schemes a general picture emerges regarding 
envisaged expenditure in different sections of the mills under broad 
headings such as. sp~ing, weaving, processing and rest. It may be 
estimated that spmnmg accounts for about 50 per cent. of the envis
aged expenditure with weavinJ and processing at 15 per ~ent. each 
the balance of 20 per cent. being envisaged for miscellaneous items 
including buildings. 
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AWmxURE ID(c). 

ESTIMATE BY STANDING COMMlTTEE OF' AD-HOC 
COMMITTEE FOR TEXTILE MACHINERY. 

1. The Standing Committee for the textile machinery industry 
constftuted by the Central Government some time back worked out 
the requirement of various types of textile machinery during the· 
third plan by taking into account the normal life of textile 
machinery working double shift and the rate of obsolescence of such 
machmery. The method adopted by the Standing Committ~e which 
was accepted unanimously by all members and was later approved 
by the Ad hoc Committee for Textile Machinery which has repre
sentatives from all the sectors of the Industry is described here
under. The Standing Committee felt that although the normal 
life of machine could be expected to be of the order of about 
40 years, yet in most cases, it was found, that on account of 1ack 
of finance etc., Mills were slow and often took a longer time in 
replacing their machines. Therefore, for a more realistic· assess
ment of the rate of replacement, the. Committee took tlle view that, 
by and large, 50 years should be taken as the life of machinery in 
general except for those where the rate of obsolescence is higher on 
account of the technological .developments in respect of particular 
items of machinery. Thus, the . committee took the average life of 
the different items of machinery as at Statement No. 1. The Com
mittee was broadly of the view that about 50 per cent. of the pre
paratory machinery, viz., winding and warping machines, etc., used 
in· textile mills is obsolete and their replacement would be effected 
half by fully automatic machines like Barbar Colman and the other 
half of high-speed wi11ding and warping machines, Similarly, 
50 per cent. of the existing high-speed winding and warping 
machines would be replaced by fully automatic. 

2. The Committee also ca~e to the conclusion that during the Third 
Plan Period, an all out effort has to be made to scrap all units, with 
machinery which are beyond redemption and in their place esta
blish new modern units with latest labour saving machinery and 
up-to-date finishing plant capable of producing new varieties of 
cloth required for export market. It.was estimated that about 
3 lakhs spindles and some 4,000 looms at present existing with 
some of the permanently closed mills have to be scrapped and 
replaced by new ones. 

3. · So far as looms are concerned, the Com!llittee's view was that, 
apart from the replacement of looms in the scrapped mills, replaCE'
ment of other looms will proceed at the rate of 3,000 loom~ per 
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year by automatic looms and the rest of requirement for replacP.
i:hent woUld. be met by installation of new plain looms. 

4. As regards processing machinery, the view taken was that the 
life of the unit was not as important as its obsolescence. One 
·another aspect that was not lost sight of was the trend in process
ing and the new developments that have taken place of late, in 
new methods and new techniques in finishing of the cloth. 

5. The total requirement, as asessed by the Committee for replace
ment and rehabilitation purpose is detailed in Statement I No. 2. 

6. At the time when the Committee considered the question, the 
concern of the Central Government for a bold approach to the problem 
was not anticipated and, therefore, the estimate did not reflect the 
extra keenness of the industry to modernise as speedily as pcssible · 
or the relaxations in the method and amount of financial ass<stance 
that N. I. D. C. and other Government or semi-Government Finan
.cial. Institutions might be contemplating for the future. It is 
therefore, "proposed that the. estimate of the Standing Committee 
shoUld be increased by about 50 per cent. which will accow.t for 

. the lack of maintenance during the past 10 years which back,logged 
in rehabilitation, has to be met over and above the normal replace
ment during the next I) years. The Committee also did not take 
into account the various ancillary and service ·. facilities which 
woUld .be required in the case of modernisation, neither did it 
provide for ·alteration to buildings, etc., or the cost of erection of 
machinery. Taking all these factors into consideration, the total 
requirement for the rehabilitation and modernisati<;>n of the cotton 
textile industry would work out 'to Rs. 142·5663 crores. Details are 
given at Statement No. 3. 

7. The indigenous machinery industry is at present equipped to 
produce a number o~ textile. machinery items particularly in the 
•pinning and processmg sectiOns. Industrial licences have been 
issued to a number of manufacturers for the production of automatic 
looms in collaboration with reputed foreign manufacturers. Exist
ing concerns are increasingly taking advantage of foreign assistance 
by entering into tie-up ·arrangements with foreign makers of 
machinery. It is expected that progressively more and more 
machines an~ new :types of machines ~ill be produced by the indi
genous machmery mdustry. The textile machinery Manufacturers' 
Association has expressed the hope that by the end of the Third 
Plan period !5 to 80 per ce~t, ?f the total requirement of textile 
machinery Will be met from md1genous sources. At present indi
genous manufacture comes to about Rs. 10 to 12 crores per a~um 
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This ill expected to go up to about Rs. 18 to 20 crores in the next five 
years. Thus the quantity of machinery that would have to be 
imported during the next Plan Period and the quantity that would 
be produced indigenously can be ascertained !from Statement 4. 
In working out these details, consideration has been given to -the 
expansion requirement of the industry. 

1. 

2. 

3. 

4. 

6. 

&. 

7 

8. 

9. 

STATEMENT No. I. 

(Does not take into accov.nt obsolescence). 

jleDl8 of Machinery. 

Blow room Jines 

Carding Engine• 

Comber Seta 

Draw Frames 

Speed Frames 

Ring Frames .. 
Winding :Machines-

(a) Ordinary. 

(b) High Speed 
(c) FullY Automatic 

Warping Machines-

(•) ordinary 

(b) High Speed 
(o) Fully Automatic 

SiziJig :Machine& 

.Basis of life. 

Years. 

50 

50 

50 

60 

40 

.. 

20 

20 

Remalks • 

No replacement ia a.ntioipated in view of 
the fact that combers a.re compa.ratively 
recently installed. 

The number of roving frames inst&Jled hu 
not been taken into aocoun~. 

00 per cent. of the existing capacity ill 
assured to be of this category and it ia 
expected to be replaced during the next 
10 yea.rs. 

Since this has been recently :intitalled, no 
assessment has been made for replace
ment. 

50 per cent. of the existing capacity is 
accounted to be of this category and 
it is expected to be replaced during the 
nerllO years. · 

Since this has been recently ineta.l.led, no 
assessment has been made for replaoo
ment. 

40 per cent. of the capacity is not expected 
to be replaced and would- perhaps be 
renovated by mere replacement of 
cylinders. 15 per cent. of the capacity 
would be of modern type and ahaU not 
need any replacement and 45 per cent. 
of the capacity is expected to be replaced 
within the next 10 years, 



Items of :Machinery. 

10. Loome
(a) Plain 

(b) Automatic 

11. Procesaing :Machinery 
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Basis of life. 

Years. 

-60 

50. 

Remarks. 

On the basis of. modern trend. 

In addition to replacement based on life as indicated above, it is expected tha.t 3 lakbS spindles 
and 4,000 looms belonging to some of the permanently closed mill& would be scrapped and 
replaced by new ones. . 

I. 

2. 

a. 

'· 
5. 

6. 

7. 

8. 

9. 

10. 

u. 

STATEMENT No. 2. 

Items of Machinery. 

Spinning and Weaving. 

Blow Room Linea 

Carding Engines 

Comber Seta 

Draw Frames 

Speed Frames 

Ring Frames 

Winding Machines-
(a) High Speed Winding Machine 
(b) Fully Auto Winding Machine 

Warping Machines-
(a) High Speed 
(b) Fully Auto 

Pirn Spindles 

Sizing Machines 

(a) Looms (Plain) 
(b) Looms (Auto.) 

Number of Unite 
required per 

annum. 

29 

630 

G 

70. 

210 

950 

83 
14 

22 
14 

650 

33 

1,150 

3,300 

Total 

Value in 
lakhs ·rupees. 

94·25 

81·90 

18·00 

35·00 

105·00 

427·50 

16·50 
70·00 

11·00 

9·10 

66·00 

19·55 
196·00 

1,149·80 



1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

16. 

17. 

IS. 

19. 

20. 

21. 

22. 

23. 

24. 

9!1 

STATEMENT No, 2-<on/4, 

lteUl.S of Machinery. 

Processing Machinery. 

Pressure Kier 

Bleaching Uni!B 

Chemicking MBChines 

Rope Washing 

Scutcher 

Open Width 

Water Extraction 

Drying all types · .. 

Padding Machines 

Damping Machin eo 

Folding Maohine .• 

Jiggers , . 

Minora! Khaki 

Hatching :Machines 

Colour Straining 

Agars 

Merccrisers 

Stenters 

Printing :Machine .. 

Po1ymerizing-Curing 

Shearing . 

Bea.terless Soutchers 

Calenders 

Shrinkage Control 

Number of Units 
required per 

annum. 

38 

6 

32 

14 

35 

16 

6 

28 

23 

7 

54 

353 

2 

10 

58 

9 

3 

42 

II 

13 

22 

28 

20 

11 

Total, Spg. and Wvg . •. 

Grand Total .. 

Value in 
la.khs Rupees. 

9·50 

36·00 

3·84 

2•10 

2·10 

5·60 

1·80 

II·20 

9·20 

0•70 

8·10 

56·48 

0·50 

I·OO 

8•70 

4·50 

1•05 

147•00 

II·OO 

13·00 

15·40 

3•36 

34·00 

44·00 

430·13 
1,149•80 

1,579·93 
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BTA:t'EMEN'r No. 8. 

----------------------------
_,. ___________ 

- Items of Machinery. 
Annual Requirement. Require-

Serial ~entin 
No. In Units. Value in value tor 

Rupees lllP!an 
lakhs. period. 

1 2 3 4 6 ------- ----------
1 .Blow Room. Lines 44 143'00 

2 Carding Engines 945 122'85 

3 Comber sets 9 27'00 

4 Draw Frames 105 62'50 

5 Speed Frames 315 167'50 

G Ring Frames 1,425 641'25 

7 Winding Machines-
(a) High Speed 50 25'00 
(b) Fully Auto. 21 105'00 

8 Warping :MAchines-
(a) High Speed 33 16'50 
(b) Fully Auto. 21 

9 Pim Spindles 975 13'15 

10 Sizing Machines 52 18'60 

ll Looms-
(I) Plain 1,725 29'33 
(2) Automatic 4,950 297'00 

Total 1,649'08 
8,245•40 

Proce88ing Machinery. 

1 Pressure Kier 48 12'00 

2 Blea.ching Units 8 48'00 

3 Chemicking 40 4'80 

' Rope Washing .. 18 2'70 

5 Scutoher 44 2'64 

6 Open Width 20 7'00 

7 Water Extraction ., 8 2'40 

8 Drying all types 35 14'00 

9 Padding Machines • 0 29 ll'60 

10 Dam.tdng Machines 9 o·oo 
ll .Folding Machines 68 10'20 
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srATn!ENT No. 8-oonld. 

A~ual Requirement. 

Serial Items of Machinery. 
No. 

1 2 

12 JiggOl'S 

13 lllineral Khaki 

~4 Batching Machine 

15 Colour Straining 

16 Agera 

17 Mercerizera 

18 Stenters 

19 Printing Maohino 

20 Polymerizing/Curing . . 

21 Shearing 

22 Beaterleas Scutchera .. 

23 Colanders 

24 Shrinkage Control 

SUMMARY. 

Item of Machinery. 

Spinning and Weaving Mfcy. 

Processing Machinery 

Io Units. 

3 

441 

2 

13 

73 

11 

4 

53 

14 

re 
28 

35 

25 

14 

:rotal 

Auxiliary and service fa.cilities such as humidifications, electri.fica.. 
. tion, ventilation, etc. at 20 per cent. 

Modernisation and alterations to buildings, erection, cost of machi
nery, etc. at 10 per cent. 

Value in 
Require-_ 
mentin 

Rupees value for 
la.khs. ill Plan 

Period. 

4 5 

70·56 

0·60 

1·30 

10·95 

5·60 

1·40 

185•50 

14·00 

16·00 

19·60 

4·20 

42•50 

66·00 

544·25 2,721·26 

Requirement during 
ill Plan Period in 

Rs. Croree. 

82·4540 

27·2125 

21·U333 

10•9665 

142•5663 

[PlU8 50 per cent. .ide paragraph 6.] 
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STATEMENT No. 4. 

Tolal Requirement for Expmz-sion, Renovation and Modernisation dun'ng Third Plan 
Period aid availability from Indigenous Sources. 

Expansion 
in value 

Rs. crores. 

Replacelllent 
and 

Modernisa
tion in 
value 

Rs. crores. 

Total 
inRs. 
crores. 

Maximum 
availability 
' from 
indigenous 

sources 
Rs. crores. 

l!achinery (Spinning, Weaving and 25·92 109·67 135·59 81·26 
Froceesing). @60% 

Service facilities such •• ventilation, 5·18 21·93 27·11 20·35 
electrifica.tioD;o etc. @ 20 per cent. @75% 

Building and Erection coats @ 10 per 2·59 10•97 13•66 13·66 
cent. @100% 

33·69 142•67 i76·26 116•27 

ANNEXURE ·IV. 

PHASED PRODUCTION PROGRAMME AND REQUIREMENT OF 
FOREIGN EXCHANGE F'OR THE TEXTILE MACHINERY 

MANUFACTURING INDUSTRY DURING TIDRD 
FIVE-YEAR PLAN PE"RIOD. 

phased production ReqWrement of foreign 
programme (in value) exchange in Rs. crores 

Rs. crores. for components and raw 
materials. 

Year. 

Textile Humidifi- Textile Humidifi-

machinery. cation, machinery cation, 
Total. Ventilation @20%. Ventilation, 

Plant, etc, etc.@ 30%, 

1961~2 13 .. 4 2·6 1·2 3·8 

196~3 14 4 2·8 1•2 4·0 

1063-64 16 4 3·2 1·2 4•4 

19~5 19 4 3·8 1•2 5·0 

196~6 21 4 4·2 . 1·2 5•4 • 

Total 83 20 16·6 6·0 22·6 


