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REPORT OF THE WORKING GROUP FOR THE COTTON
TEXTILE INDUSTRY, ‘

INTRODUCTION.

- The National Industrial Development Corporation (Private) Ltd.
(N.LD.C), working under the aegis of the Government of India in
the Ministry of Commerce and Indusiry appointed us as a Working
Group for the Cotton Textile Industry. The N.I.D.C. was considering
measures for expediting the modernisation of the Industry. 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 wunsatisfactory.
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, ICS, Textile

Commissioner. . ... Chairman.
(2) Shri Krishnaraj M. D. Thackersey ... Member.’
(3) Shri G. D. Somani : ‘ " ... Member.
(4) Shri K. Sreenivasan ... Member.
(5) Shri S. R. Vasavada ... Member.

" (6) Shri Ram Ratan Gupta . ... Member.
(7) Shri Trilokinath Sharma ... Member.
(8) Shri N. Mujumder ... Member.
(9) Shri K, R. Aravamuthan ... Member—

Secretary.

2. It was envisaged that some of the members of the Group
would visit countries like the UK., Japan, U.8.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 necessary,.the portion of foreign_exchange required, the
extént 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 inecreasing
the resources of public financing agencies like the N.I1D.C, ete,

P
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3 This is not the first time that probléms of the industry have
had to be reviewed. Apart from the Textile Enquiry Committee,
1954, 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.

/ 4.& The following observations of the Working Party, under the
Chairmanship of Shri A. Ramaswamy Mudaliar 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 outmoded and renewal of
the machinery is an urgent problem with the industry »

---------------

“It was particularly difficult to get spare parts during the wran

and the maintenance of the machinery was there i
inadequate . ....cooern ” S fore qulte_

«1t is true that in some.textile umits b caref .
maintenance of the plant and byvea.t elll); T:I?O:it?:):fr;tfl:i to the
which were worn vut the old mac nnm*"\StLH rﬂ 1 ihe Pa{'ts
factorily ......... ebereereren "o : o unctions satis-

“But in other cases, it would not be an exaggeration 0 bu,_
grossly inadequate attention has been paid to the maintenance and
the resulting evils are quite patent ............... ” .

“Tn the first place, the further life of the machinery i - 1
Vrnited v.orveerrerreer, " | Y 18 veryl

“In the second place, the production out of it is poor in .
higher costs for the mill concerned n lnvolvmg

---------------

“In the third place, the worker. is at a greater disadvantage i
n

discharging proper Work’_[oad owin to the R
ACKINETY vvevvrereerereererres ” g nature of  the

“These facts suggest the very serious i
: question as ¢
the industry, on the basis of the present plant anscil ;a}rl:;)l?v far
has a future and how soon it ought to be renovated, renai oY
properly rehabilitated ..................... " + fepaired or

“To add to the complexity of the situation : : :

c ; .
have changc?d hands and come under the manaeg?;l:n:nﬂls which
who have little knowledge of the industry and wh of persong
comers to it have suffered even worse during 0 are new.

than other comparable units under old rnanageE::m}asi;I tfsfw igea?s
' + 418 1n the -



3

interest of the consumer, in the interest of the general economy
of the country and in the interest of the large labour population
engaged in the industry that proper rehabilitation, renovation and
replacement of this old and detenorated 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 of the War and that profits
made during that pericd should not be frittered away by large
dividends being distributed to sharcholders. 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 benefif of the Industry and that large dividends have been
declared during those years of abnormal profits................." -

- & The present position in the industry has worsened still further.

6. We issued a’ questionnaire in September, 1959 to all the mills—
spmnmg 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 "
discussions 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 techniciang 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 examme and report upon.

8. We held twenty-eight meetings at the centres we wisited
and at Bombay
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CHAPTER IL

ASSESSMENT OF THE NEED AND SCOPE FOR
REHABILITATION AND MODERNISATION.

9. If is hardly necessary to go into 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 60 crores. The industry has had to
pass. through ups and downs. It got a fillip during the war period
and it has continued, to grow thereafter inspite of difficulties. In
recent years, the expansion has been steady. In 1950-51, there were
94 spinning units and 268 composite units with a total capacity of
about about 10-6 million spindles and 192,000 looms. The 94
spinning mills accounted for 186 million spindles. In 1945, the
Government of India had prepared a_plan for post-war development
of the industry for the whole country, as it was then. Emfter

partition, however, the QEY?IOPYEFI}P'_—H‘T‘E:@.E.’EE;_'f,‘f’:uihgnBraaa]y on

the lines of the.1945. report... The weaving capacity has™ remained
fairly sté'ti onary as_the handlooms_were » encouraged to increase
their ol:itput- The emphasis in the OMESWMM fdrE,
on the éxpansion of spindleage including Some expansion for balanc-
ing purposes. ™ T

-

10. In the year 1959, there was a total of 188 spinning mills with
a capacity of 2-81 million spindles. In the composit
number of units increased to 294, with 106 million
2:01 lakh looms.

e sector, the
spindles anq

11. For an industry of this size meetin
requirements of the country, the picture of efficiency of itg units
is not uniform. While there are some units which are well-equipp.
ed and well maintained and can compare with good units anywherz
_there is quite an appreciable sector covering éasily perhaps about 100’
units in a condition where the stateé of machirery ang producti
efficiency are very unsatisfactory. It is hardly necessary for ug \':e
go into the reasons for the same as the Work y

. ing Part ;
reported in 1952 had already gone into these questionsg and t}fe p‘i’gcllch
still holds good. Ure

g the essential clothing

12. The country is set on a rapid programme of in
and economic development. It is obvious that
cotton textile industry must also progress on t

- industrialisation
an industry like the
he sides of efficiency
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and equipment. It is true that in the present stage of economic

development of the country, cottage industry has a significant place.

In cottage industries,. the production per person is low; they are

labour-intensive and not capital-intensive. The, Textile Industry,’
quite apart from its being an old established Industry, is contribut-
ing its significant share in the employment directly of about eight
lakhs of workers, and also in paying a large slice of taxes both
direct and indirect worked out at a figure of round about Rs. 90 to
100 crores. This Indusiry’s contribution in the earning of Foreign
Exchange-also is substantial and quite a large number of ancillary.
industries depend and flourish on this major Industry. The Industry
is expected.tg earn substantial amounts of foreign excham and
in the immediate future by exporting considerable quantities of
cloth. It cannot accomphsh this 1 task on a long-term-basis except
by increasing its. competitive_efficiency_and improving quality vis-g-
vis other countries in the export field. 1If for no other reason, at
least for this, it is essential-that.the. mdustry is kept. in good shape.

The in industry cannot count on the continued advantage on the side
of cheap cotton or low labour cost. In fact, already the unit labour
costs are on the high side compared. with many other countries as
will be seen from the following figures :— :

. : US.A, . Belgium. UX. Japan. India
Average value per unit of - ' : S
out-put (1954) ..« 100-0 100-0 100-0 100-0x 1000

Labour 29-2 240 240 181 266
[Source—GATT Sectt (Pilot Study—1959) and TXCs Economic
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 considered the matter carefully and feel that it would not t be
possible to isolate the problem in this manner. Already one of the’
ills Ef“tﬁ““"ndugtfy"iﬁhé"gi‘é‘t'dmﬁi'ﬂﬁhe efficiency. of various
units,”THis is not desirable whether from the point 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 ndt 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

.impro'ving the quality of production, improving productivity,
red}lcing.unit costs of production and relieving the strain on the
eperatives.  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 modernisatjon
depend on the extent to which this equipment is utilised and
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 ete. The introduction of new management techniques
such as Quality Control, Cost Control, Work Study, ete., 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.
(it} Larger packages.
(i1i) Higher speeds.
(iv) Automatic controls. _
(v) Processing and finishing in conformity wj th
standards. y Wi modern

(vi) Improvement in working conditions.

Whichever of these changes is adopted, the . )
a reduction in the number of workzrsd,reqmr:gect;e %E:iela.llyl Is
reduction depending upon the degree of 'moderx,lisation Ze of the
a reduction were not possible, any attempt at mbdernisin - If such
would be futile as its effect would be to increase the cos% machmery
tion rather than decrease it. Therefore, the problem (Ef produe-
workers is an important aspect of modernisation. Ag m ‘;1 Surplus
‘of equipment proceeds in mills re-organisatiq N €rnisation
will become inevitable. Managements have tq take int orking feree
human problems involved in these changes, N0 account the

\ f th
about smoothly and without any dislocatiop of ?H are ;0' be brought
.co-operation of organised labour is an important A‘; ;:.ustry. The
-re

“the ‘'successful implementation of thege changes,- Quisite " for



7

17, Very often, modern machinery cannot be accommodated in
old and obsolete buildings without structural modification or
changes. Occasionally, it may be mnecessary to construct new
buildings. Such renovation or reconstruction of buildings should
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 of a finishing plant in a weavmg mill
W111 be under this category of modernisation.

19. Therefore, modernisation as we envisage it, is not oaly the
replacement of old machinery by new, but also the bringing about
oi those conditions and practices in indusiry which would enable
it to be strong and efficient and withstand successfully competltlon
as well as any changes in market conditions.

Lévei 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 managements 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 has
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 thét 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
vossible extent on a national scale is ot possible, because of the vast
arfont-5F Bnance involved and als"“becaﬁé?ﬁi" the large, percentage
. ofiﬁﬁampﬂd,nﬂg ’Lo_bg,_re-absorbed On the other
hand, failure to mo el;&r n szglne may bring about the very
condltlons of disfres unemp oyment in industry that labour is
go 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 from
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 produe-
tion between the best and the worst units is inevitable. But thi
cdifference 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_minimum. standard of efficiency and the
gap between the most and the least efficient unit is consider:';gly
reduced. - T .

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

(i) The finance that is available,

(i) The degree of labour displacement.
and

(iii) The need to ensure a minimum standard of efficiency in g1

Taking these three factors into account, we are of th
there should be a minimum level of modernisation i
a level below which no unit should be allowed to ¢
should be such that it should enable the mill to st
feet without any further assistance from exte
without causing undue hardships to workers.

e opinion that
n all unitg .
xist. This leve]
and on its owp
mal sources apg

25. Secondly, mills which have already reached or even exceed
this Ievel of modernisation may also modernise turther pro‘f ded
they have the necessary financial resources and are in g pOSitiol ed
accomplish modernisation by following the principles laig 4 n to
the PFifteenth Labour Conference. oWn at



Pace of Modernisation.

26. It is necessary to set out some elementary facts, The
machinery installed in different units of 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 fechnological 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 inescapable replacement
there is-bound to ‘be measure—of-rationalisation in_ths the “industry
whiETfﬁt to be questioned as to why but how much af at any time.
We see—also that-even-inthé highly "developed” countries with per
capita income and labour productivity high, the urge to modernise
ig all the greater. This progress cannot be stopped.

27. In the U.K. which some of us visited recently, the industry
had lagged behind with the resulf 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 of re-organisation of the industry. After the re-organisation,
the industry is expected fo 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 hlghly 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 Indusiry back from its legitimate urge and need
for rehabilitation and modernisation.
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CHAFPTER IIL,

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

28. In discussing problems regarding rationalisation of units, the
quesiion of ways of absorbing surplus labour has inevitably cropped
up. One of the ways suggested by both management and labour
was that if some additional capacity cculd be licensed in the areas
concerned, the problem of surplus labour could be met at least
to some extent. We have had, therefore, to consider the question
of all possible expansion of the indusiry during the Third Five-Year
Plan period. . ‘

29. The ‘expenditure on expansion will also have significance
with regard to programme for manufacture 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 seea the estimates prepared by the Indian Cotton Mills
Federation as also by the Working Group of the Handloom Industry
in so far as that industry is concerned. We also learn that 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.

3l. We are informed that broadly speaking, the total cotton
cloth requirements at the end of the Third Five-Year Plan may be
placed around 9,300 million yards excluding Khadi. The require-
ments of yarn, whether for mills or decentraliseq handlooms and
powerlooms have to be met by textile mills. As regards the plan
for the weaving sector, the increase jn production in the handloom
and powerloom sector is envisaged roughly at 700 million wyards
leaving a balance of about 600 to 700 million yards 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 serap or waste 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
th‘? p051ti0n.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 spindleg allotledq to be 2100
installed. ‘ ‘

(B) Additional spirdles licensed till Decembegr 1859 - 0530
for uneconomic units, co-operative societies.

(C) Total number of licences allowed so far 2630

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

(Ey Number of spindles remaining uninstalled 1-456
(F) Number of spindles revoked ... 0576
(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 pattern is that on the spinning side 2-48 shifts are worked
on an average for the industry as a whole and the weaving 220
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 involved in the installation of modern machinery.
Taking these factors into account and the fact that modernisation
in 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
a slight tendency to work additional shifts. :
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CHAFTER 1V,

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 guestion 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 co-operation between
labour and management. To some extent however the conditions
prevailing during the ‘war’ years and immediately thereafter made
it impossible for even thé 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 Coiton Textile
Advisory Committee has recently discussed this subject and proceed-
ed to appoint a Central Maintenance Committee with régional sub-
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-
perately neglect the maintenance of machinery. We consider that
gvery 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 g satisfactory basis,

42. It has been represented 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 manufacture extends, the need to spend
large amounts of foreign exchange on spare parts would naturally
diminish. We would also suggest 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 indusiry 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 modernisa-
tion envisaged is not of the extreme type. In fact, it is mnearer
the minimum level. A background to what we are going to pro-
pose, it would be relevant fo keep in mind the limits to which the
programmes can be stretched. If the enfire organised 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 all 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 IIT (a to ¢} we
give estimates prepared in accordance with the various ways.

45. The first method in Annexure ITI(a) obviously was to proceed
on the basis of millg’ own estimates for rehabilitation and moderni-
sation. In our diseussion with the representatives 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-determined 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 many 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.LD.C,
(C.T.L.A.C. which ig 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 requ1rements 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 extent. 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 and 64,000 looms, the Commission came to the conclusion

‘that the replacement upto 1961 would be Rs. 44 crores and npto 1970
" would be Rs. 685 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 basig 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 sat1sfactory, as well as for the
mlc;iest expansion of the industry envisaged in the Third Five-Year
P
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49, Lastly, we have also kept in view the normal Rehabi.litation
and Medernisation proportion for an industry on a rough estimate of
Rs. 800 crores 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. If will be seen that whichever way the problem s approached,
we come to a total figure of between Rs. 150 and 200 crores.. We
“consider that an estimate of about Rs, 180 crores would be a fair guide
for the purpose of planning for finance for rehabilitation and moder-
‘nisation. Tt should be remembered that{we have in view 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. The programme would entail an average annual expenditure
till the end of the 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 manufactured and the 'average value of
machinery imported in recent periods apart from the imports of spare
parts or of components for the machinery manufacturing industry.

51. We¢ have estimatled the requirements of machinery for
a programme of modernisation covering the period upto 31st March
1966. In addition, machlnery, will be required for the expansion of
the industry envisaged {o take place during the Third Five-Year Plan
period. In Annexure III(c} we give a somewhat detailed estimate
of the requlrements of machinery for both the purpose divided into
broad Heads of spinning machmery, weaving machinery and proces-
sing machinery,

(¢) Requirements of machirery—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
the end of the next Five-Year Plan from abroad. The figures in
Annexure III(c) show that the estimate of the requirements of fore1gn
exchange for the import of machinery. At present, the production’
of indigenous textile machinery is of the value of about Rs. 10 to
Rs. 12 crores per year. The plan for production of additional 1tem1
of machinery is being vigorously pursued and it is anticipated tha
at least about 75 per cent. of the machinery requirements at the end
of the Third Five-Year Plan woud be met by the indigenous manu-
'facture The manufecture of. automahc looms under an arrangement

" (¢.cP) L-a Ya 703—2
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of collaboration with reputed makers is about to be started. Taking
.these factors into account, the estimate will be that for mddernisa-
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 envisaged.
-ig not an ambitious one but in fact the minimum that would require
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 during 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 4gainst
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 years, when it was difficult to procure the
machinery from abroad. But for the protection granted by way of
" import restrictions which 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 guality
of indigenous machinery was not adequately safeguarded. In this
~respect one of the suggestichs of the Tarif *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 investigation of all complaints from the consuming
industry about the quality of indigenous produects and for keeping:
“a continuous watch over the programme of the Textile Machirery.
- 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 perforrance.
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,
seradicate 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 includes the manufacture of new lines of preduction for-

(c.cp) 1A Ya 703—2q
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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 peried can
safely be assessed at about 20 per cent. of the value of the machinery
to be produced. As regards the indigenous production in respect of
ventilation, humidification, ete., 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 preduc-
tion programme in réspect of textile machinery ventilation, humidi-
fication plants, ete. 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. 22:6 crores as indicated therein.

(2) Labour
(a) Ratiomalisation.

' 58. It is evident that any measures of modernisation must’
inevitably entail some steps towards rationalisation. Rationalisation
is also in itself an important subject connected thh the progress of
the mdustry

59. The picture of labour force employed and labour efficiency is
not at all uniform in the country. Some centres like Ahmedabaa,
Bombay and Connbatore 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 rlevelop-
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
rc,muneratlon at different centres.

60. In some areas like the old Madhya Bharat or Rajasthan which
were previously parts of 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 labour
productivity. All these areas have now got to ad]ust themselves to’
the new conditions in which' there can be no dlscnmfnatory
differences between the different areas of the country.
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61. The reasons as to why the sections of the industry located in
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 withd*awal 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 different
places have agreed in principle that rationalisation is a necessary
step. It is only when the question of pace of rationalisation is’
considered with reference to particular centres that some differences

come up.

- 3. 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 Ilast
five 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 has 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. Thesé adjustments
evidently reveal higher labour productivity brought about by the
desired conditions and constructive approach. = We commend this
approach to gontinue unzbated 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 repeat them
bere ;

#Tt was emphasised and agreed that Government 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 sme
qua non in any scheme of ratmnahsanon — .

(i) There should be no retrenchment or loss of earnihg of' the
existing employee, ie. 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 smtable 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 mtroductmn of proper ratmnahsatmn

67. We would strongly suggest agreements with labour being
entered into so as to facilitate implementation in an atmosphere of
mutual understandmg 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 ke
filled in. This should be done by agreement to be reached with
labour. Where such an agreement is obstructed by a different
union of patty, the Glate Government should take steps to bring
ahout an apgreement and implement one already arrived at,

69. Labour is not inclined at present to go beyond the above level
and accept any compulsory retiremenj in excess of this level in the
absence of prospects of finding alternative employment oppnrtunities.
It is in this Packground that suggestions have been made to us hoth
by management and labour particularly at centres where the lakour
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 licences would be required on the ground ‘of
closure of the factory or on the ground of wunits 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 absorption of 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. -

71. We have tried to examine to what extent there is scope for
putting in additional capacity so as to facilitate absorption of
surplus labour from the units of the industry where labour strength
is reduced as a result of introduction of “rationalisation, work assign-
ments, ete, following rehabilitation and medernisation. We have
separately assessed the size of the industry at the end of the Third
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Five-Year Plan. On principle we do not consider that allocation of
additional capacity_shauld-be-governed-by-the_volume _of surplus
labour on account of rehabilitation.and. modernisation-of-the-industry
in thé several parts.of_the country. This would only mean that in
those centres or areas where already both labour and management
have gone through the process of some amount of rationalisation of
work assignments by mutual agreement, those centres or areas
should be denied additional capacity, thus in effect giving a discount
for ‘a rational approach already implemented. We are dealing
separately, in this report with the broad pattern which may be adopted
for allotation of whatever excess. capacity is available during the
next Plan period for purposes of balancing, replacement of scrapped
units, ete. R

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 & per cent. per year to as high as 7 per cent.
Conditions at different centres vary. It is clear for instance, 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 fo 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 working conditiong in
those mills, there are probably some excess workers recruited in
times of prosperity without due-regard to efficiency. However, that
may be, when the mills are modernised, the working conditions will
improve considérably 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 job evaluation taking into
account the working conditions in each mill, It ijg best tha# 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 gsome work in this
direction and their services may be fully utilised for this purpose.
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in order to infuse connaence and' enable smooth acceptance and
implementation 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 in 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 ®f 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 lakh in Bombay City. While this
may apply as an’average for the whole industry, the figure for each
. individual mill would be different depending on the present condi-
tions. of machinery 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 mdustry as a whole is of the
order of about 15 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
years. It will help reduce the size of the problem if provision is made
for suitable gratuity on superannuation. In addition compensation
by agreement may he provided for to achieve a further measure of
rationalisation. 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 receiving 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 managemenis 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 stetus quo ante,

. 78. Modernisation involves an increase in the capital cost of
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 started with
{latest types of machinery would be very economical if worked on
|three shift basis only. Three shift working has been advocated =o
‘that the high incidence »f depreciation and overhead expenses could
-;be spread over a larger output. As 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 tG enable a speedier rehabilifation and
modernisation of at least some of the sections of the textile industry
which require such a measure as a matter of urgency. We would
emphasise that the industry should go ahead with third shift working
only after providing for suitable -wiorking conditions 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 Decasualisation.

" 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 in our discus-
sion the consensus of opinion was 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 possible.
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) General.

81. In this context the Workmg Group also have taken note of
the broad recommendations of the Central Wage Board for the Cotton
Textile Industry. The Working Group walso note the emphasis
rightly laid on the future increases in emoluments being related to
increased product1v1ty 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 repori of the Textile Enquiry Committee, 1958, and recommend

"that some machinery should be dewsed to settle questions of rationa-
lisation umit by unit.

3) Ma.nagement

82 The Management of any industrial undertaking conists of two
wel] defineg tiers. The top-management looks, after the ways and
means position for running the industria] undertaking, major policy
decisions on measures of economy, expansions, marketing and deve-
lopment 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-day functions devolve on
the Managing Agents and Managing Directors who are in closer touch
with the General Manager, Departmental Heads, etc., and who really
form the sinews of management. As already mentioned earlier iz
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 of management
houses with new comers with little experience of managing the
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textile industry. The Textile Industry.is almost entirely in the pri-
vatd corporate sector and the changes in management referreg to by
the Working Party were inevitable.

83. Efficiency and training—There are, no doubt, a number of
Textile Management Houses working on fairly modern ang 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 Commissionet’s organisation have revealed
caseg 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 rusn
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 such
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 mdke. 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 top. It depends on
the social environments in which the management functions, the
degree of industrialisation in the area and the philosophy of manage-
ment that is generally accepted by the industry.

86. The need for better management must be realised by those 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’ Associations 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 to
assist management of weaker units and enlighten them on problems of
purchase, sales, production planning organisation, industrial relations,
etc. It was explained to 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 some 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 solutions.:. 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 ang pooling of knowledge.
The method of selection for Supervisory and, Managerial positions
should also require toning up. - ' ' o

87. The raw material forms the largest single item of cost in
a textile mill. This is even more so in thg case of spinning mills.
It 1s also a highly variable commodity both as regards quality and
price. Failure {o use appropriate raw material for different counts

and stores and fuel also results in poor working conditions and low
p_mduct_ivity. ] : } :

88: SuCCESSf}Il’management of a modern industry today involves
the use of specialised techniques such «as quality control, cost control.
and Ume 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 fechnicians and the
Management. In addition-to thesg 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 ang not to maintain
it in really good working order is a waste of finance 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 attentmn to the proper
maintenance of equipment.

90. It has also been found in many instances in the past that
plans for modernisation and expansion have not been drawn up with
due conmderatmn to the requirements of the industrial units and to
the economy and quality to be achieved, Lack of proper techmcal
advice and 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. 1In the case of mills where such an arrangement is not possible
we would suggest formation of panel of technicians in various.
branches of the textile indusiry such as spinning, weaving and
finishing. The names of these technicians should be’ c:rculated to
all mills and individual mills should be free to draw on theu' :
services as and when necessary, . : k
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93. Finally, we would like to emphasise once again that betier
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 Resources of the Industry
(1) Capital jormation — 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 requirement of the
industry to conserve within itself adequate resources to provide for—

(a) Lean penods .
(b) cost of repIacement of block and
{¢) provision for a regulated and hmslted programme of expansion.

. The growth of a large number of textile units in the country reveals
a story of small beginning 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 89
million spindles and 1-66 lakh looms and of 93 spinning mills with
a total capacity of 144 million spindles by the Economic Branch of
the Textile Commmsmner’s Oiﬁcer d1scloses the following results : —

(Rs. in Crores.)

Composite Mills. . : 1056.57. 1957.8,
~ Managing Agency Comm1ss1on e .. 421 170
_ Deprec1at10n i ' e .. 122 104

Net Profit o .. 250 65
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. (Rs. in Crores.)

Spinning Mills. ) 1956.67 1957-58,
Depreciation ... 054 020
Managing Agency Commission ..., =~ ..~ 177 190
Net Profit ex L en 320 1418

’

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

. (2)-‘Financia1 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 . o, -
Current Assets . “ . 280 850 an-o
Current Libilities |, _ ' o 2290 420 2710
Working Capital (Excess of current assets over current ) 47-0 —70 . - 400 .
liabilities.)
Gross Block - P . © . 81340 63:0 - 376+0
Depreciation .. - . .. .. 1730 26-2 '109-2
Net Block . . - 140-0 38'8 176-8
Cepital employed . . . .. 18740 - 298 216-8
Investment . . . . 25-0 ©18 26-8
Total cdpital employed . . . . 212-0 31-6 243'6
Preference shares ,, . - . 180 3:2 212
Debentures - . . 4-8 . 18 -6
'Nelt worth | .. . e .. 1892 268, 215+8
Reserves .. . . 960 . 83 1023
Equitir capital .. e . 93-2 20-3 -

" 113+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 shareg is about Rs. 114 crores and “ Reserves ”
about Rs. 103 crores which has been ploughed back for the creatiin
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 srall

and most of them will be relying on ousside 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 companies 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 benefits’ accurmg by rehiabilitation and modernisation
in terms of monetary savings and doubted whether rephes 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 termsas to what a large so sction of the industry expects to
achiéve by rehabilitation and modernisation.

(c.c.p) 1-a Ya 703—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
tationalisation 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 thig later in this Report.

(4) B;r'eak-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 and economics of working of
the different units comprising the industry. The very location of the
industry in certain cenires 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 centres the proximity to the
port and to the main markets carried a dicided advantage. Certain
‘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 resourceg has made the unitg 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 one
“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. These on the whole relate to 230 composite and 93 spinning
mills accounting for about 10-5 millicn spindles ang 1'66 lakh
looms :—

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

{Amount in Ra. Crdres).

Equity Capital.
Centre. Number Spindles Looma. Prefer- Deben- Reser-
, M?ltl.s. (Lokhs). Number, Ce::z]? Bonus, Total. ence. ture.  wves.
A 62 2000 4,000 52 78 128 40 08 244
B 63° 2000 68,000 127 92 219 33 0¢ 257
c 18 50 8,700 a8 19 57 12 ‘96 32
D 25 @1 8000 . 49 I'5  6¢ 19 08 34
E 20 12+4 6800 48 46 &8 OV @8 il'l
F 1, 43 1,000 21 58 %7 13 01 33
G 6 11 200 13 08 21 3 .. 09
H 62 125 24000 %1 40 120 25 04 65
1 53 9 - £1 12 - 58 03 04 28
Others, 25 61 540 43 290 T2 07 07 33

232 105:0 1,66,000 50-3 39-6 86-9 16-2 48 84-4

105. The All India figures for the tapital strutture expressed per
spindle after conversion of looms inte spindles will be as under:—

Rs.
Equity share - . w0l
Preference C e - - 10
Debenture 3
Reserve : - L e w47
111

106. The net worth is uSually theasured by equity capital and
yeserves. In assessing the infernal resources of companies ?he_ posi-
tion as reflected by the equity capital.ahd reserves will ix-.dlc‘ate the
ability of the tompanies to borrow or to get Binances on their own.

{c.c.p.) L*a Ya 703—3a



34

We give below the percentage of reserves to.equity capital which
will determine the intrinsic strength :—

... 186 per cent.
- ... 120 per zent.
47 per cent.
77 per cent.
124 per czent.
. 45 per cent.
... 44 per cent.
56 per cent,
50 per cent.

HoCEEHDQWe

107. The standards of intrinsie financial strength of the Industry
in the different areas as given above aleco govern the extent of finan-
cial assistance which will be required from the Government sponsored
agencies. This has also been corroborated by all the Mill-
owners Associations to the Working Group during discussions 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 Cotion Mills Federation had
estimated the financing from Industry’s own resources 1o the extent
or about 50 per cent. and this might well apply to Ahmedabad,
Madras and Bombay City. West - Bengal Millowners’ Association
brought it to our notice that most of the units in that arei are
imbalaneed and financial help will be necessary to expand-the size
of the units and equip them with up-to-date processing machinery
While 50 per cent. might apply to Ahmedabad, Madrag and 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 weaving unit
in the powerloom 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 be 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 minimum economic size of spindleage in a purely
spinning mill ; '

(#) what is the minimum economic size of spindles and looms in
a composite mijll,

109. At present the textile industry, consisting of 184 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 whai 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 Y 64
12,001 to 18,000 74
18,001 to 24,000 C e G4
24,001 to 30,000 o 61

Rest ... 178

Looms. . No. of units.

300 and below ' 64
301 to 600 w110
601 to 900 64
901 to 1,200 SR e 19
1,201 to 1,500 15
1,501 to 1,800 ; 10
1,801 and above 10

110. The primary consideration which should govern the ﬁxat?on
of a minimum economic workable size of any industrial undertaking
is the economic feed in the first process for the lowest capacity
machinery operating in that process. This capacity should be_ such
as to ensure a continuous economic feed to machines employed in the
remaining processes right up to the ultimate product. In_ othe_fr
words, if the machinery employed in the first process——and_ in th_ls
case, the blow room line—requires a complement of machineg in
other processes right up to the ring frame stage which can conve-
niently be expressed in units or multiples thereof, obviously one
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blow room with ifs 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 the different machines designed for the purpose as
quite a number of varieties of machines with different capacities
exist and are available for instailation. This points to the faet that
so long as technological developments are taking place, the basic
concept for the minimum economic size even from a purely techni-
cal aspect has necessarily fo change. Therefore, there can %e 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
mmdustry is to embark on large scale rehabilitation and moderni-
sation. -

111, There are two other equally fundamental aspects 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, it 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 abave principles, - the same
becomes difficult when we apply the same principles to those units
of the industry which ar¢ 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 raised
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. = 7
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112. Expert views on the subject of minimum economic size vary
considerably. The technicians themselves have admitted 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 established which although baving less
than 12,000 spindles, are showing good resuits 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
thig is the absolute minimum capacity, we would also suggest that
the industry could as far as possible go up to the level of 18,000
spindles and 400 looms in due course with a further siage of increase
io 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.

) Exi)ort Requirements

114, The problem of rehabilitation and modernisation of textile
industry 4s undoubtedly one involving expenditure of considerable
amount of money, both foreign exchange and Indian currency, in
cbtaining the mnecessary 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 sustaining and
developing the cotton textile exports, without going to the extent
of 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 themselves for export might ke given an opportunity in the

matter of rehabilitation and modernisation in preference to the‘units
which are catering to the home market only. We have carefully
considered these suggestions. As-a purely short term expedient,
a measure of discrimination in the matter of much needed rehabilita-
tion and modernisation by giving . preference to the export aspect
might serve the purpose. But the Group are firmly of the view that
exclusive attention to exporting units would not be practicable or
desirable in the long term inlerests of the industry or the internal
consumer. The economy of the country cannot be considered in
isolation by taking the export factor only. Nor would it be correct
{o think that the benefit accruing to the consumer is not going to
have its own effect in reducing the cost of production as eventually
a larger offtake of the products of the industry will go to. reduce the
cost of production by a process of spreading the overheads over
a larger output. By and large, therefore, there is considerable merit
in considering that the industry is one for purposes of both the
internal 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 cloth woven on automatic looms 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 million yards
of cloth per annum. Our esfimate of the total eapital cost for the
installation of each of such mills is over Rs. 2 crores. The ides under-
lying in starting the mills is that these units will be set up at

" the best favourable locations irrespective of other considerations
and should be capable of producing cloth for export at economic
prices.f We have censidered the question of enforcing this condition
of comvulsory exports from such units. There is a genuine risk that
some parties would offer to put up such units ostensibly agreeing {1,
all the conditions but after a short while put out grounds fo t1g1 i
inability to abide by the conditions. In that event, although (1:'1 -
of the unit would be the natural corollary, there would be presqsm.e
comine in from the point of view of continueg empmymentsureg
utilisation of resources. Having considered very carefully aly bl
aspects, we -recommend that provision. sheuld be made ? the
imposition of pénal excise duty at suitable rates over the r or the
production of such unifs. This will act as a balancing'factoar{ge of
e‘xport trade in textiles. We would .Yecommend that the n;c:;s;l;;
licences are thrown open to the private sector tg be met by way of
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equity capital. If the private sector does not respong to the extent
necessary, the question may be considered of Government or public
financing agencies contributing some Share Capital in conjunction
with the private sector in appropriate proportlons In this respect,
.highly rationalised spinning mills which abide by all the terms and
conditions regardmg export may also be allowed to participate in
the scheme subject to ad_equa_lte safeguards.
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CHAFTER V,

(a) Sources for Financing Beha.bi]ita.tion

116. We have assessed separately that the industry would require
about Rs. 180 crores for a modest level of rehabilitation and
modernisation. Qut of this, on a conservative estimate, the industry
may be able to find about Rs. 80 crores from their own resources
including borrowings from Diredtors, Banks, etc, on their own
security. The balance has naturally to be found for the industry
by way of loans from the Nationa} 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 indusiry 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
modernisation 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 t{o secure the necessary
finances by the issue of fresh equity capital, debentures, preference
shares, ete.  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 modernisa-
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 stateq that during this time-lag the
interest accrues and often it proves a mill-stone on the finances of
the unit. The 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 irterest having to be paid before the
teething trouble is over can be remedied by re-adjustment of
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recovery of interes{ by a process of calculation so that the total
interest during the period of pendency of the loan calculated on
a prescribed rate will be recovered without causmg initial 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 ultimaie benefit
will be that the industry gets rehabilitated and modernised and the
property is considerably increased thereby. The owners cof the
industry, therefore, have the benefit in the shape of wcreaced
capital value of the assets.

120. The general question as to what is a reasonable return on the
total capital invested, capital employed, turn-over ete., 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
whether any definite return to the investor in the industry can be
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 gquoted
1n annexure VII are from a study undertaken by the Reserve Bank
of India. It seemsg clear, that unless the expectations of 'profitabi-
lity of ‘the textile industry improve materially, private capital would
not be forthcommg 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 adapted from a paper read by
Robert I. Garner, President, International Finance Corporation,
Washington, which deals with the same problem although 1n a much

wiser context :—-

% Capital Structure and 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 debt. In the developing countries, 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 believe that the most common financial weakness i projects
presented to us is excessive short-term debl. Sometimes credits
fall due before a plant can begin operations.

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

123. At the same time, the Working Group would recommen: that
all authorities who have to deal with guestions relating to tfextile
mill finance, profit margins ete.,, 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 regard to the financing of rehabilitation and modernisa-
tion of the industry by way of loan from one or the other 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 =2lso be
necessary to include the cost of construction 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 ferms and conditions. The possible lines of liberalisa-
tion which would require consideration appropriate to the merils of
each case may be listed as under :

Loans may be granted to the extent of cost of machinery
installed, construciion of new sheds and buildings, con:pensation
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 in  other
concerns and restricting the rights of withdrawing loans advanced
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.L.D.C. for financial assistance.

Legal mortgage may not be insisted upon;

Equitable mortgage or simple 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 the 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 sides 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,
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therefore, is not of great magnitude for these units. We are, theves
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. 30 crores may
be taken as representing the expenditure of the top units of the
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 for
rehabilitation and modernisation at about Rs. 80 crores, Out of
these the medium and marginal 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 coms
panies are already burdened with borrowings for working capital
and other purposes. In addition, a reasonable margin should alse
be available to these units for payment of dividends to the share-
holders. The turnover 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 depreciaiicn and
taxation worked out to about 9 per cent. of the sales. OQut 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 subs
ject to taxation. Taxation will be about 45 per vent., 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, efc. We have taken the year 1956 as it was the
vear in which the indusiry 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 future level
of profit may not be much more than what was achieved in 195657, -

- 128. The next process is, therefore, to see how far this profit
will suffer a reduction on actount of the extra liability which will
fall on the indusiry on account of the payment of interest on the
borrowings for rehabilitation and repayment of loan instalments.
This liability may roughly be worked out on an average of about
10 per cent. per annum spread over a period of 15 years on the
total borrowing of about Rs. 150 crores. If we take only the firsy
five years, this percentage will be 11-6 in the first year, 114 in the
second year, 10-9 in the third year, 107 in the fourth year and
10-3 in the fifth year. On an average, during the next five years,
the liability will be about 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
deprematlon on the existing assets for the year 1956.0of Rs. 27 crores
per year, it seems clear that the margins for depreciation, taxation,
and profits are small. It would therefore be necessary and 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 lnducements offered by the Govem-
ment to encourage investment on expansion and rehabilitation of
industries is the Development Rebate which allows 25 per cent, of
the fresh investment 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 Devglopment 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 should actually be debited
to profit and loss account. We would also suggest for consideration
that the third shift depreciation allowance may be restored.. ’

(¢) 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 LCIC.L,
1.D.A., Export-Import Bank, World Bank, it would facilitate speedier
tehabilitation of the industry. The Working Group consider that
individual agreements by private sector with their opposite numbers
for supply of machinery on credit termg 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—even if it be fur obtaining the collabora-
tion with foreign suppliers of textile machinery or for tapping other
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sources 1n the foreign: countries including the recognised 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 recommendation
further with the active assistance of Government.
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CHAPIER VI.

CLOSED AND WEAK UNITS.

.130. In the context of rehabilitation and modernisation, we have
had specially to consider the question of closed units and others which
may be termeq ‘sick’ units. -If the textile industry. were an unregu-
lated one, new units would come into existence and some old units
disappear as a matter of course. The size of the textile industry 1s
however a regulated 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 does not take place haphazardly with consequent ill effects
in t{imeg of depression. Without regulation, more national resources
would I;e dlverted 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 may 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 should -
be the endeavour to see that the levels of ef’ﬁc1ency of all units come
nearer together.

132[ Closure of mills raises two problems ; firstly it means idle
-capacity in the industry which can be ill-afforded ; secondly it means:
" unemployment which also must be avoided. The Co ton Textile
‘industry conmstmg of more than 480 independent units in the private
“sector must naturally present a somewhat uneven picture of efficiency.
That. some units would not be able to survive competition ‘should not
bea 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 employment and production are assured

as much as possible. Ordinarily peisons in charge of the industry may
be expected fo see that units do not go to ruin. The working Party
-in their Report of 1952 had mentioneq that the - management in
a number of cases had passed te -undesirable hands:- Obviously
. a change in management on account of changes in shareholding. can-
not be avoided. 'In an approach to the problem of closed mills. if
would therefore, be necessary to diagnose the malaches and provlde
“for normal remedies. .

133. 'The closure of units or sickneng of units js drie to vanous fac-
_tors:> From the point of view of mechanical’ efquipment they may have
come to & stage where it is nét - werthwhie rehatiilitating them.

_(a.cp) L-a Ya 703—4-
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Ordinarily in a country like ours, every attempt should- be made
to rehabilitate old units wherever possible rather than start entirely
new ones with-large capital requirements. But where rehabilita-
tion is not Worthwhlle it is necessary that units are compulsorlly.
scrapped.

o 134 It is hardly of any use trying to run any unit a 11ttle while

by make shift arrangements. -This may be sometimes done with

. @ 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 should .
be attempted provided conditions regarding management and labour

are su1tab1e

135 In the running of such weak units by or through Gavernment,
there are various dilemmas which come up. Somegtimes the units

" are taken ‘on lease but this can be only for short penod 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 bé borne by the Government. ~Even

when an Authorised Controller is .appointed,  this' can only be for
a period up to 5 years or at the most 10 years and any betteyment
which is- effected by the.Authorised Controller goes to the benefit
of the same management which in most cases has been bad. "1t the

“cause of the sickness is that labour costs are high because of surplus
. labour or want of appropriate. ratlonallsatmn and if labour is- not
_willing to accept reasonable.form of rationalisation then too it is 7

hardly suitable to run such units through public authonty

'136. " In all cases where management ig reasonably good but there.

" is need either of working capital or of some financial assistance for

rehabilitation of the machinery, the assistance can be thade 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 to step in*withall the loads of labour
1nefﬁc1ency if such exists. -

~137. In cases where rehabxhtataon cannot be effected by rendering
ﬁnanclal assistance a maJOI‘ operatlon becomes necessary. The units
may have to be closed for good and also followmg the - example in
U. K., the threat of such a weak unit reviving temporarily in periods
of boom ‘may- have to be avoided; or thé unit may be worked for
good by better management- W1th rationalisation of Isbour effected
with proper working conditions and adequate remuneration.
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138, Complete closure of unit for a long time hardly safeguards

labour’s. interest. -It should therefore, be for the benefit of labour
also. if some major solut;gn is found in such cases. The 'remedy
should be that if a unit is worth running anew, a new party would
be willing to,come provided it is free of encumbrances: attachlng to
the old units ; the object can be accomplished by compulsory liquida-
tion of the old unit s:multaneously with a public authority running
it pendmg 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.
- 139. At present there are.39 textile mills (Annexure V) which are
remaining closed, accounting for a total capacity of 6°8 lakhs spindles
and 11,170 looms. This is’ about 5 per- cent. of the total mstalled
capac11:y of the mdustry

140 We have carefully gone into the list of closed mills and- have
also got conducted technical inspection of the mills wherever neces-
sary so as to decide which of the closed mills should straight-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 of course'by an entire replacement. and renovation of
machinery). - This list covers 20 mills with 2-36 lakhs spindles and
2,900 looms. "We cons1der that even if some of the units in the list
might sporadically reopen taking advantage of some . short-term
-upswing, it would be a case of short-term revival. In our view these
“units should be scrapped whole-sale o

' 141 The rernammg 19 mllls from the list should be 1nvest1gated
into the assisted to the extent possible so that they could be rehabili-
tated. and brought back to working, They account for a capac1ty
.of about 45 Iakhs spmdles -and 8 200 looms. -

. 142 The Textlle Enqulry Comm1ttee 1958 had gone in detail 1nto
the problem .of textile mill closure and had made, certain broad
) recommendatlons whlch are as under : — - .

“(1)y Mills whxch have outmoded ' and obsolete machmery and are
therefore mtrmsmally mcapable of going into productwn ‘should
be scrapped and a'new licence 1ssued for startmg a new rmll at
or about the same locality. '~~~ = ' :

©.(2) Mills which for bona fide reasons are in financial difficulties
Sh0u1.d be ‘hélped by financial assistance through proper channels,

{3) Mills temporarily "closed’ due to working ° losses should be
‘exammed one by one and be’given proper advice and relief.

’ (G cr) 1A Ya 703—4a "
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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 arrangements
suited fo each case. = - _

(5) Mills of lntrmsmally uneconomic ‘size  should be made
economic by proper balancing’or ‘by -amalgamation with ~some
other concerns which can afford to purchase its machmery and
plant -9

143 The various measures which are already’bemg taken - by
Government such as (i) investigation into the affairs of mills under
section 15 of the Industries (Development and Regulatmn) Act and
(ii) ad hoc examination and financial assistance for rehabilitation
assist in the solution of the problem of closed mills. In bpractice,
however, so long as we have to recognise. the mdlsputable element
of inequalities in the managerial codes of practice, methods and
‘stendards of efficiency, there are likely to arise from time_ to time,
cases where 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 tenden-
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 evén in the best of times a number
of, mills had remained closed due to vanous reasons. st

-

,144.-- ‘In dealing with the problemsof closed 'mills, there ave two
actions to be taken. The first is' to ensure that the mills which
have been classified as irretrievable should physically be scrapped.
so that with the least possxble delay equivalent capacity ‘is created
in the country. The legal position as to whether under the exlst-
ing law, Government can force the physical scrapping of the units
has to be examined in this respect. Often it happens that even
‘tﬁlrd rate machinery is sold and bought by working mills - which
only perpetuatés the difficulty. To withdraw the registtation licence
undér. the Industries (Development and Regulation) ‘Act, by issuing
a show ¢ause notice to the “licensee owner” of the mills is a fairly
simple - proposition. - This ‘will:deprive the-right of the licensee to
-work the mill. Continuationﬁ of  the-licence in regard to a -closed
mill only- enables the licensee: to adopt a ‘dog in -the manger
policy’ of neither working the.mill nor giving up his -right to
possess the capacity. There is therefore every justification to
deprive the owners of their licence of.the undertaking. When' once
this is done, we mady forget what:happens:to.the;owning company.
We will .then be; qoncerned with-the assets- in the mill: National
interest would justify scrapping of the machinery whieh. cannot, and
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should ‘not--be utilised;elsewhere.  The -spindles . and " looms: _,\.-w'i_l;l

mostly fall under this category of items to be _scrapped.. So far as
the. items such as.Boilers, Blow-room, buildings, fransmission

equipments and cards. ete, are concerned, forceful scrapping may.

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 being suitably amended so that. compulsory

scrapping may be .enforced. Simultaneously it should .also.be made:

incumbent on licensees for new mills or. for expansions to 0ld mills,

not ‘to use any old machmery irrespective of their usefulness by
mcludmg a suitable - conchtlon in .the terms of hcence

Second-hand Machinery
'145, The Working Group also have con51dered the question .as to

how far utilisation of. second-hand. machinery or old types of

machinery - could be allowed. against . new licences. or against

normal or substantial expansions.” In this connection the Working .
Group: had the benefit of discussibns with the Textile Technicians’
Association. It is their view "that utilisation of imported second-
" hand machinery from abroad or old machines replace in- mills on..

account 6f . 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. imported sources rather than follow the process of relegating’
old machines for use by less favourably placed mills. - The Indian.

Cotton Mills Federation have alsp given their exert view on the

question of utllity of machinery installed in the textile industry.
in the .past.  They have taken into consideration the changes "in-

the designs of machines.and the changes in -the process and the

obsolescence factor also. "According to the Federation, two cycles

aggregatmg 20 " years Imay be  taken as'a fairly workable index
in.throwing out old machines. In certain cases, according to the

Federation, even gutomatic looms installed 10 years ago have"
become antiquated thus representmg 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 N

‘existing mills having machines -of lesg than 20 years old need not

be forced to replace their machinery.units which are newly set up’

under licences either against scrapped units or againsi ‘fresh .

capacity (including substantial expansion) should not be permitted

to instal outmodeqd old machines. For this purpose, the GI‘OHP Would )

classify ‘machines prior to 1947 as outdated.

146. By thls process we will be ensurmg that the new ‘apacxty .

created elther in replacement of the. scrapped unit or on acLount
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of substantial expansion to the existing unit is really new and ‘vorks

with fairly modefn types of machinery.” Otherwise, a situation will"

arise that outmoded but perhaps useful machinery; i$ continued to

be utilisedeeven 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 delayed and may be accompanied
by legal difficulties. After anxiously considering .. the Jmatter we
think that the best results can be achieved by offering some induce-
ment for thé old unit to go out. The solution” we suggess is an
element of compensation or ‘Closure Fund”. 'In the UK. where
- the capacity of the industry is unregulated and therefore there is no-
need of legal provision for cancellation of 'licences, it was considered
necessary to pay compensation for unitfs goiﬁg out of existence,
Although in our case, the proposed closure fund would merely be
as an additicnal inducement we consider that it may be provided at.
somewhat corresponding rates at Rs. 10 per spindle and Rs. 400 per. -
loom. This amount ‘can be easily found by levying -some-kind of -
" licence fee 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 ke the
#ame viz,, Rs. 10 per spindle and 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 possible 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 essential condition of this arrange-
ment that labour dues should be the first charge on the compensa-
tion amount or closure fund. P .

149. The arrangement proposed by us wdﬁl& also avoid any legal
complication regarding cancellation of licence.

150.. It was suggested to us that in order to ensure that‘ now
licensed capacity comes into existence before any umit je closed or



53

scrapped, there might be 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 closed. It would therefore be better not
to provide for over-lapping licensed capacity but to sanction additional
capacity only as and when units close. There may be some break 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 would
naturally have to build up good long term labour relations.

152. Apart from the mills which are actually closed for some time
there are marginal or “sick” units which also are a drag on the
industry and there would be no knowing when they too would not
be closed. Qur approach to the question of closed and sick units is
“that such units should be rehabilitated where this is possible and
where this is not ‘possible, they should be scrapped and their capacity
utilised for starting additional units. Thus, it ig necessary to keep
a watch and prepare a list of scrappable units on the one hand and
- out of the closed or sick 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 inciuding
- persons at the top level management, top levél technicians, labour
_Tepresentatives 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 Group
or Committee. :This group or ~Committee should work
independently and be staffed with appropriate , personnel
with a full-time Member-Secretary in-charge, The Member-
- Secretary would prepare studies, after a continuous appraisal
of' the Balance Sheets, production trends, etc.- The Group or Com-
. mittee would meet once a month to suggest timely action. If need
be, the Committee might set up Regional Groups as may be consi-
dered desirable. It should have powers of even making spot
investigations. . The advice and récommendations of the Committee
should be available tp Government through the Textile Commis-
sioner. We do not envisage that the action or deliberations or the
recommendations of the' Committeé or any steps to improvement
‘'suggested to management should be made public. It would be opén
to the Committee, of course, to publicise the defects mnoticed in
particular cases. The advice of the .Committee may also lead
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Glovernment to.order investigation -into-the affairs of a unit under
the Industries. (D & R) Act so that suitable steps may be faken _to_ »'
remedy the ‘defects of the management or even take over the mill-
after issuing necessary directives to the management,

153." Incidentally we would like to refer to the considerable delays
which are 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 Companijes’ Act so that such delays are avoided.- In
fact in a number of cases such delays are pointers.to the existence
of irtherent maladies of the Companies. ‘ '

154. In cases where mill$ are taken over 'or‘where rehabilitation
and modernisation-is. carried out with the assistance of loan sanc-
tioned by the'N. I. D. C,, ete, the need arises for the -appointment of -
efficient .persons either .to take charge as Controllers or to be
Resident Directors of the ‘mill companies.. To start with, therefore,

- it Wwould be advisable for the N.I. D.C. to have a small strength of
selected personne] who could even be formed 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 the requirements so that all of them could-be employed in the”
mills to whom loaris are given by the N. I. D. C., or which are taken
over by Government under the Industries (Development and Regu-
lation) Act. This cadre may be borne on the strength of the N. L. D. C.
so.that the persons concened wil] have the assured security. of
service and the independence necessary for discharging their duties-
as Resident Directors or Controllers of Mills. The pay and allow-

. ances of the personnel which will be initially paid by the N. L. D. C.”
will be recovered from the mills. - . . .

155. The causes of closures or sickness of units are of course many
but as a result of the diagnosis by the Group or Committee . which
we ‘have .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 haye remained closed for a long
period, the position would be fairly clear. As we have suggesied in
respect of 39 closed units, 20 of them are such as should be scrapped
outright ; but it may also be.that in respect of “sick” units which
- are somehow running, the. real remedy may be serapping. If the

Committee. considers that a sick unit is in fact scrappable, on its

recommendation .Government can take mecessary steps by issuing
notice of revocation of licencs. ‘
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156.; In both the lists of closed or “sick” units, there would be
some which are not scrappable and which can be, rehabilitated.
- Some units would need only financia} assistance with_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 little later:
Finally, there would be the case of sick units which could be rehabi-
' litated but the. managements are not willing ; in the absence of ‘the-

possibility of rehabilitation they should be scrapped by revocation of -
licences. ) - : . ' ' -

157. In respect of the process for compulsory liguidation 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 suggesteq 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. Any scheme which can be worked outside the formal.
legal provision would also smoothen the operation and be welcomed

by the industry.

14

158. We are aware that recently there has been 3 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 absence of any other suitable provision the free *sale of
licenced capacity ” may have to be provided for; but we consider
that the proposals which we have made would operate better in
the interests of labour and the community.

159; We consider that some of the closed and sick units which are

“ gcrappable ” should be scrapped outright ‘because at prese:nt the

capacity of the industry is regulated and unless some of the lufensed

‘capacity is “ out " by revocation of licences, it is not possible to licence
correspondingly new units. Apart from this, there are certain other

diffieulties in 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 of high labour cost

and surplus labour; etc., and of old debis would continue. This defini-

tely discourages newcomers “to come and run units which can be
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physically rup with some measure of rationalisation and rehabilitation.
In g number of cases where Government may appoint-an Authorised
Controller or run ‘mills on arrangement of lease, etc. the:benefits of
.any nnproved 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 we are recom-
mending that simultaneously with the continued running of such
* units, there should be a process of compulsory liquidation so that the
“assets angd 11ab1ht1es of the old.unit before it was taken over, are
avaﬂable to labour and other .creditors and management and. share—
holders In our,view this is eminently fair, as in any case with the
closure of such umts, the ,various. persons who have a stake in the
assets would get their due share of such assets
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CHAPTER VIL
INDUSTRIAL RELATIONS AND TRAINING SCHEMES.
(A) "Manegément';-La'bour Relations

) 160 Durmg the chscussmn with both management -and labour in
the. several centres of the country the Working . Group gained,
an 1mpressmn that labour is largely entertaining a feeling that 3 manage-.
ments have not treated them fau-ly in the past in the matter of
giving them an' appropriate share in the benefits of ratlonahsatxon
.and modernisation to the extent it has been carried out in some of
the centreg’ and mills of the industry.” On the other hand, the’
managements also have expressed a feelmg that labour | more often’
than not 1s recalcitrant and have not fully responded to'the needs
for economic working of the industrial units: "Specific cases have not
~come to the Working Groups notice where either the manadement
- of labour have failed to implement the pnnc1ples laid down in the.
Fifteenth Labour Conference which have been accepted both by ‘the,
management and labour. But still the impressions both in the minds
of the management and labour as explained above seem to be deep-
rooted and therefore there is an urgent need for betterment of the
_management-labour relations in a number of cenires in the country.
In one centre (Kanpur) it. was explained by both management and
labour that the only contact which management has with labour and
pice versa. is. through the Conciliation Boards. In centres like
Ahmedabad where the labour organisation has been well deveIOped
the Working Group could notice a better atmosphere of management-
labour relations. . Broadly, unless a congenial and healthy atmosphere
- of mutual understandmg is created between labour and management .
it will be difficult to attain useful, results whatever be the improve-
ments made in other directions, such as modernising the productive
equipments, buildings and better working conditions. It was also
accepted by Labour representatives in almost all the centres that:
improvement of the health of the textile industry is an indispens-

" able “must” in the long-term interestg of labour itself. Some of
‘the points referred to by labour were (1) improving the working, and
living conditions of the employees, (2) better maintenance of machmes
‘on a scheduled basis, and (3) creation of a feeling in the minds of _
the labour that, when they put in their best, the results do accrue .
to the benefit of the industry, the consumers and 13bour itself. The
management had brought to the Groups’ notice that in some centres

- like Kanpur the . labour laws permlt recognition of more
than one unlon and in fact each mil] has to depend for _
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negotiations directly with their labour, " In States like Bombay (now
Maharashtra and Gujarat) and Madhya Pradesh the union com-
manding the majority of' membership in the industry is the
tnion 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 negotiaté with only one union as the spokesman
of labour. In-this connection the Working Group would also suggest
the adoptlon 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 modern machines and give their best.- In foreign countries
visited by some of the members of the Working Group, it has been
found that many of the unprovements on machines mtroduced in
the mills haveé beern brought aBout by the acceptance of the sugges-
tions from the operatives.

(B). Training of Labour

'161. There is very little provision in the textile industry today for
the systematic 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 workers
would enable them to work with a certain amount of order and
method thereby reducing useless effort and-increasing their effective-
ness. A knowledge not only of how things shoulg be done but why
they should Be done in a particular manner will increase their under-
standing of their work and enable them- to appreciate thelr own
contnbutlon to the overall ef-ﬁcxenCy of the orgamsatlon '

162 Such training is also lmportant from the point of view of main-
tenance. Whatever care may be taken by management with regard
to mamtenance in the form of drawmg up schedule of mamtenance,
provision 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 modern-techniques in production and employ-
ment of the latest machines invented by man presuppos¢s an
adaptabxhty on the part of the operatives:and the supemsory



‘99

- personnel. .. An atmosphere of workmg under modern conditions:and
‘substitution in the operatives psychology of a feeling that his energy
is being-exercised 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 level to improve their skill and to
'make them adapt themselves'to the working on modern machines.
‘In some of the centres, it was 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 fhere in his training
-so that, as conditions changed 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 large 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, facilitieg for training. It was apparent ‘during
* discussions, that at least some sectiong’ of the industry exprEIS.ed
" concern at.the expendlture involved in getting their men trained
either within the same mill or outside. Another questlon was also
raised as fo the training to- be imparted to the worker before he ig
recruited.” Sdfiie of the mills have the system of training men as
apprenticeg in mills, “Such apprentices are paid at lower rates, It
“was the labour representatwes view that a permanent worker-
I"EB'lllarly employed in the mill and ‘who 'is selected for undergoing
“training in the course of his employment 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 training courses are started and
app¥dpriate training is given to the operatives, it will eventually be
to the good of the industry as product1v1ty will go up. A small per-
centage of the machines in the different sections may even be’ kept
separately to provide the necessary training ag it will certainly be:
in the overall interests of the mills concerned. It would ,also be
advisable for men in the Badlj list to bo given the necessary' train-
‘ing so that such men become trained men.

(¢) Technicians’ role in the Industry

163. The Working Group had discussions with representatives of
the Textile Association in Bombay in order to ascertain their views
about the various aspecis governing tke rehabilitation gnd moderni-
sation.of the Industry to put it on sound and healthier lines. The~
.role of techniciang contains in itself the {wo-fold aspects of tendering -
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* technical advice to the management and looking after the sucessful
- operation of the machines and producing what is asked  fo be -
‘produced at the minimum cost and the best obtainable quality. In -
..more than one important.centres, the spokeman of the millowners
pointed out to the shortage of duly -experienced and capable techm-
_cians,, The Group consider it ag of paramount importance that 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 techniciang and spec1ahsts who
act as the vital link betwéen the top management and the work force.
'To the extent to which properly trained technicians are reported to
" be short of requirements, there is a‘heed for increasing the supply
of, such .technicians. The selection and training of techniciang are
matters of considerable importance because it is good supervision that
- can create a proper, atmosphere and psychology on the workers to
. give their best. It is also equally necessary . that the technicians
‘employed in the ifidustry are given their,due status and dignity in
- their profession with security of service, prospects of promotion, ete.
- 1t was also explained 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 actually serving.the
industry could be enabled to serve in a panel in each of the centres
. 50 that the weak units could draw on the advice of this panel ad hoc
whenever such advice is necessary. The Technicians’ Association are
. in favour of this arrangement and have suggested that the panel -
. should 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®fhatter

of ipromotions, ete. | and instilling in them an assured feeling of
-security of service.
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CHAPTER VIIL
CONCLUDING; REMARKS.

164. "We have been concerned with the examination of an important
aspect of the 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 1ndustry and indéed the community.
‘The essential needs of clothing have to be adequately and efficiently
met and the industry has to be geared for this. Those concerned
-with the industry are aware of the measures necessary; given the
‘hecessary conditions we are confident that the industry w111 emerge
in‘an unproved shape.

165.-- The fesponse to our questlonnaxre was fairly satisfactory and
the discussions we' have had with representatives of management
labour and techmmans were realistic and constructxve

a

" 166. Our ‘task was made lighter by the able manner in whlch our
Member—Secretary Shri X. R. Aravamuthan and his band of officers
had carried out‘their work. Their marshalling all the matenals
before us has helped us. in commg to clear conclusions..

-’ Shri Aravamuthan has also bome the main brunt of dtaftmg the
Report and we acknowledge gratefully the wﬂlmg and .efficient
_ services of himself and his ofﬁcers

167 We hope our recommendatlons wil]l assist Government and
ndustry in the important. task of, rehab111tat10n and modernisation.

168. . We are happy to present a unanirnous Report.

.D. S. JOSHL.
KRISHNARAJ M. D. THAChERSEY :
G. D. SOMANL.
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RAM RATAN GUPTA... -

. TRILOKINATH SHARMA—. .
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CHAPTER IX.
SUMMARY OF CONCLUSIONS AND RECOM].\JIENDATIONS

(1) Since the report of the Working Party for the Cotton Textile
Industry (1952), the present posrtlon in the 1ndustry 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 flourished on this major industry (para. 12). :

(3) The unit labour cost in the textile’ industry is on the high srde
compared with many ‘other countries (para, 12)

(4) One of the ills of the industry is the great d1Spar1tv in the
efficiency of the various units and one of the important problems
to be met is'in narrowmg down' this dlspanty (para. 13). '

) - (5) Modernisation of an industry is generally regarded as replace-
ment not only of old, worn-out and uneconomic or obsolete machinery
but also the introduction of modern techniques and methods (para 14),

L LR ol

(8) Wh1chever changes- are adopted, the effect of modermsatmn
generally is'a reduction in the number of worker required, the size
of the reduction depending upon the degree of modermsatmn
(para. 16).

(7) Renovation or re-constructlon of bu11d1ngs should ‘also . be
integral part of modernisation (para. 17). »

{8) There should be a minimum level of modernisation in all units,
a level below which no unit should 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 =i the Fifteenth Labour Conference (para. 25).

' (10) Even on the basis of ihescapable replacement of machines,
there is bound to be a measure of rationalisation ( para, 26). ~

{(11) In our eountry 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 rehabilitation and modermsatmn (para. 27).

(12) To 'a certain extent, the problem of lack of | proper maintenance
of machinery is due to the technical backwardness in-some regions
and want of good gmdance 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 angd 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 approached,
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 plannmg for
finance for the period up to 31 March 1966 (paras. 50 and 116)

(15) Plan for production of additional items of textile machm
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.me{ by indigenous marufacture
(para 52). ‘ . .

(16) Taking all factors into account, it is estimated that for moderm-
sation and rehabilitation Rs. 60 crores worth of machinery would
have to be imported for the period up to 31st March 1966. This is

in addition to spare parts for the ‘emstmg machinery and components-

‘requlred by the indigenous manufacturers (paras. 52 and 116)

(17) The requirement of foreign exchange for steppmg up the
production of the indigenous textile machinery manulacturing
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 1nd1-
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 tke Textile
Commissioner (para. 55). .

(19) As far as p0551b1e 11cences for new capacity issued ~on the
ground of closure of units which should be scrapped voluntarily or
* compulsorily 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 Govemment concerned (para 70)

(20) On principle, the workmg Group do not consuier that alloca-
tion of additional capacity should be governed by the velume of
surplus labour on account of rehabilitation and modernisation of the
industry in each of the de‘tS of the country {para. 71)

(21) Over a six-year period, the natural wastage in’ the 1ndustry
would be about 15 per cent. of the total labour strength (pata. 72).

(c.cp) 1-8 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) I is found that about 15 per cent. of the labour strength are
Jlikely to be rendered surplus during the next five year asa result of
rehabxhtatmn 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 raticnalisation (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 is discontinued, the obvmus 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 sections of
- the textile industry which require such a measure as a matter of
urgency (para. 79).

(27) The time has coms to cry a halt to any further recrultment
of textile workers in the textile industry in the different centres as
far as possible. A rigid Badli list should ke maintained in each
area and persons should be put in this list only through the Employ-~
‘ment Exchange where it exists. Slmultaneouslv the de-casualisation
scheme should be applied so that one could take stock of the position

fo ensure that workers found surplus are found alternative jobs
{para. 80).

(28) The working Group récommend that some machmery 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 on the vart of these managements either for
the shareholders or for the workers. Such managements have no
place in the industry. It is in the 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 to
re-model their managerial standards and improve them by collective
thinking and pocling 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 services
as and when necessary (para. 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. 84). -~ =~ : ‘

(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 custained
effort about Rs. 80 crores from their own resources (para. 28).

(38) The burden of loan repayment by the industry is a very
decisive factor affecting the economics of working of textile units
(para. 102),

;(?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 mill
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 lo the level of
18,000 spindles and 400 looms in due course with further increase to

(c.cp) L-ao Ya 703—5a



64

(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) I 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 agreemeni may be provided for {o 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 contmulty of service in third
shift and if third shift is discontinued, the obvmus 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 sectiong 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 further recruitment
of textile workers in the textile industry in the different centres as
far as possible. A rigid Badli list should We maintained in each
area and persons should ke put in this list only through the Employ~
‘ment Exchange where it exists. Simultaneously the de-casualisation
scheme should be applied so that one could take stock of the position
to ensure that workers found surplus are found alternative jobs
(para. 80).

" (28) The working Group recommend that some machmery 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 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 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).



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 io draw on their.services
as and when necessary (para. 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 ,indlistry may be in a position to gather with‘ sustained -
effort about Rs. 80 crores from their own resources (para. 38).

(38) The burden of loan repayment by the industry is a_very
decisive factor affecting the economics of working of textile units
(para. 102). o

.;?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 millt
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 of
18,000 spindles and 400 looms in due course with further increase to

(c.cr) 1-a Ya 703—5a



s

possible so that they could be rehab111tated 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 cannot 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
machinéry are irretrievable, compulsory scrapping may be enforced.
National interest would justify the scrapping of the machinery whlch
cannot and should 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 spmdle 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 mdustry 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 textile 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 Mills Standing Advisory Group or
Comrmttee (para. 152).
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(61) The Working Group do not see any reason why the Company
Law Administration should not enforce rigorously the relevant
provisions of the Companies Act so that delays in the publication
of Balance Sheets ang Annual Accounts are avoided. Such delays
are, in the opinion of the Working Group, pointers to the existence of

Inherent maladies {para. 153).

(62) The Working Group consider that it would be advisable for
the NIDC to have a small sirength of selected persons who could
even form into a recognised Cadre in due course for being deployed
as Resident Directors or Controllers of mills wherever such appoint-

ments are necessary (para. 154).

(63) In a number of cases where Government may appoint an
Authorised Controller or run a unit on arrangement of lease, the
benefit of any improved management would merely go io 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 liguidation so that the assefs and liabilitieg of the old
unit before it was taken over are available to the labour and other
creditors, management and.the sharceholders (para. 159).

(64) Unless a continued and healthy atmosphere of mutuzl under-
standing is created beiween the labour and management, it will be
difficult to attain useful results whatever be the improvements 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 preseni so that
the Management may jointly or severally negotiate a seftlement
only with one union as spokesman of the labour (para. 160).

(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 Wor