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Sub :--Letter of transmittaL- Report of the Expert-Committee on 
Textiles. 

SIR, ... 

The Government of India had appointed an Expert Committee vide 
its Resolution No. 8/6/84-TPC,· dated 12th October '84, (modified by 
Resolution No. f.l/2/85-TPC, dated 12th March '85), with Secretary (Textiles) 
as the Chairman. The work of this Committee was set into motion by my 
predecessor Shri Harbans Singh and was continued by me after I assumed 
charge on the 14th February 1985. 

2. In the short time available to us, the Committee has tried its best 
to tackle all the facets of complex problems of the textile industry. The 
Committee visited different parts pf the country to meet with a large 
number of interests in the textile industry. The Committee also receive~ 
the views of several Secretaries to Government of India, and representa
tives of State Governments and many other Government and non-official 
organisations. The Committee also had the benefit of the .views expressed 
by the Members of the Advisory Committee on Textiles attached to the 



(ii) 

Ministry. The Committee also had ?iscussions with Smt. Pupul Jayakar, 
Adviser (Handlo~ms and Handicraf_ts). , After discussing nll aspects cover
ing the large spectrum of problems faced by the textile industry, the 
Committee has made a set of recon\mendations with a view to evolving a 
new textile policy and aiding in its implementation. Our objective has ' . been to .evolve an integrated textile PC>!icy which would make available 
·cloth of good quality and at reasonable prices to the consumer and also 
leacfto healthy and harmonious development of all sectors of the industry. 
The Comn1ittee is of the _firm opinion that an integrated approach based 
on the package of recommendations has to be adopted, and that -a piece
meal adoption of only some of the recolT'.mendations may tend to cause 

· further distortions. 

3. I have the honour to submit the report of this Committee signed 
by.all the members except Shri S. K. Mishra, who is abroad, but whose 

organisation has given their full support to it. 

4. I would like. to place on record our appreciation of the arduous 

work competently carried out by the Text.ile Commissioner, Shri S. 
Ramamoorthi, as Member-Secretary of the Comrnjttee and the work done 
by officers and staff of his office. I would alSo like to take this opportunity 
to mention my deep appreciation of the painstaking hard work put in by 
the members who b!ought to bear a rich fund of experience to tackle the 

complex problem in the textile industry. 

Yours faithfully, 

Sd/-
(S. S. VARMA) 

$ecretary ·to Gove·rnment of India and 
Chairman, Expert Committee on Textiles. 

ENcL :-Report of the Com.mil.ttee. 
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CHAPTER I 

L."'TRODUCTION 

the Government of India, by a Resolution of 
re 12th October, 1984 (vide Annexure I) consti-
• .• t~d an Expe1t Committee on the Textile 
:1dustry to review the present situation in the 
~·exiile Industry and to suggest measures for its 
j;·oper development in the future. The Terms of 
"'.r-ference of the Committee are as follows :-

. i) To study and review the the present struc
ture of the Textile Industry, particularly 
the relative role and efficiency of different 
.:ectors of the industry, namely, handloom, 
powerloom and the organised mill sector, _ 
with a view to suggesting measures f.or 
integrated and harmonious development of 
these sectors for augmenting the pro~uc
tion and availability of textiles both. for 
domestic consumption as well as exports ; 

Iii) 

(iii) 

(lV) 

(v) 

I vii) 

To examine the existing industrial licens
ing, fiscal and trade policies with refe
rence to the textile industry and suggest 
necessary changes for modernisation and 
growth in the industry; 
To review the existing system of control 
and regulations and suggest changes, 
wherever necessary ; .• 
To suggest measures which would improve 
the economic viability of the textile indus
try and to formulate steps which would be 
necessary to prevent and tackle sickness in 
the industry, including structural adjust
ments in the form of redeployment of 
Labour and capital ; 
To study the need for modernisation of the 
textile industry and outline its require
ments in terms of infrastructural facilities, 
capital goods/technology and financial 
resources for the textile industry ; 
To examine the factors underlying trends 
in domestic consumption and domestic pro
duction of textiles, keeping in view the 
varietal mix of the output and the long 
term requirements of the industry; 
1'o suggest specific roles for different fibres 
in the context of. a dynamic ~ulti-fibre 
policy, taking into consideration such fac
tors as consumption and production trends, 
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employment implications in the agrlcu 
tural sector and ecological consideration r 
between renewable and. non-renewab1 

sources; 
' 

t viii) To suggest measures for ensuring. stab! 
raw material prices, including the possil:; 
lity of buffer stock operationns in ra· 
materials: 

· ix) To suggest measures to increase exports l 

differentt types of textiles, particular l 
value added products, having regard to pa 
performance, pattern of world trade ar 
comparative advantage of the Indian te: 
tile industry ; 

1x) To examine the distii.bution and marketi; 
channels with reference to domestic co 
sumption as well as exports and to sugge 
measures foJ;" ·making these more efficie: 
and cost effective. 

1.2 The last occasion when a Committee w ~ 
appointed by the Government to make a compr~ 
nensive review Qf the Textile Industry was L 
1952 when a Committee was appointed under th ~ 
Chamnanship of Shri Kanungo. Since then, th · 
Textile scene, both in India and international]: 
has undergone vast changes. 

1.3 Nothing short of a comprehensive revie._· 
vf the Textile Industry in all its ramifications :· 
expected from the Committee. The Committe. 
had .its first meeting on 30:-11-1984 at New Del!: 
and shortly thereafter a questionnaire was eire'. 
lated to elicit the views of the various Ministrk 
of the Government of India, State Government~ 
the Financial Institutions, and several organis~, 
tions representing varying interestj; in the Textil, 
Industry. The Committee also visited a numbc · 
of centres of importance to the Textile Industr: 
ln the country and had face-to-face discussior. 
with a large number of Organisations, lnstit'..: 
tions etc. These discussions benefited the Con. 
mittee enormously in appreciating the variot: 
perceptions concerning the problems faced by fr., 
Textile Industry and solutions thereto. 

1.4 While approaching its Terms of Referenc, 
the Committee took note of the objectives of tl: 
Textile Policy that was announced by the Govet:·. 



-
ment on the 9th March, 1981. These objectives 
are well worth reproducing here. These are :-

(i) Increase in production of cloth of accepta
ble quality to meet the clothing require
ments of a growing population, at reason
able prices ; 

(ii) Promote harmonius and galanced growth 
of all sectors of the textile industry in 
consonance with national priorities and the 
targets of the Five Year Plans ; 

(iii) . MaximJm possible growth of Handlooms 
, · in the decentralised sector and faster growth 

of. Khadi, Hosiery and the Natural silk 
sectors to generate more employment and 
raise the standards of living of small wea
vers and others employed in these sectors ; 

(iv) Strengthen and streamline infrastructure 
for distribution of cloth to weaker sections 
of the population ; 

(v) While maintaining the dominant position 
of cotton as the main fibre, encourage the 
use of man-made fibres and yarn by diffe
rent sectors of the industry keeping in view 
domestic and international consumption 
trends, and for this purpose increase the 
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availability of natural and man-made·. 
fibres and yarns, and 

(vi) Generate surplus to produce fabrics of I 
acceptable standards for the world market 
at competitive prices. '' 

1.5 The Committtee was of the view that by 
and large the basic objectives enunciated above 
continue to be valid. What was needed, however, 
for an integrated and harmonious development. 
was a shift in emphasis and certain changes in 
details of policy as have been enunciated in the 
chapters that follow. The Committee felt, how
ever, that it was of paramount importance that 
the recommendations in the following chapters 
should be treated as an integrated set and should 
be adopted and implemented as a package. Other
wise, more distortions may occur and the desired 
result of integrated and hannonious growth 
would not be achieved. 

1.6 Some of the members are, in their official 
work, dealing with various aspects of some of the 
recommendations contained in this report. The 
conclusions and recommendations, however, are 
to be treated as based on the personal views of 
the members and do not necessarily reflect the 
findings or decisions of Government in this 
regard. 



CHAPl;ER II 

SUl\IMARY OF CONCLUSIONS & RECOMMENDATIONS , 

Restructurln~ of the Textile Ind~stry 

2.1 The Textile Industry has so far been viewed 
in compartments either in tenns of physical cha
racteristics such as organised mills, powerlooms 
and handlooms or in terms of fibre-use namely 
cotton, artsilk etc. The Committee is of the view 
that, to achieve the objectives of producing cloth 
of appropriate quality at a reasonable price both 
tor domestic ma1 kets as· also for exports, it is · 
necessary to have a m'Jra integrated vieW and 
to do away with existing structural rigidities 
(Para 4.3). 

2.2 The Committee is of the view. that it ~ould 
be more appropriate to view the Textile Inaustry 
in terms of its stages of manufacturing pro~ess 
viz., spinning, weaving and processing. It should 
not be viewed in terms of sub-sectors of the Tex
tile Industry or fibre-use. This approach W'Juld 
imply that any distinction between mills and 
powerlooms or between mill processing and inde-. 
pendent power processing would be eliminated. 
In addition. the Industry as a wh'Jle should be 
provided with greater flexibility in the use of 
various fibres so that it can adapt its production 
pattern to the changing consumer preferences in 
the domestic and export marke~p-

. The composite mills and the pO'IYerlooms have 
their own respective strengths and weaknesses in 
terms of organisation. quality control, production 
techniques. flexibility in product-mix, marketing 
etc. In any policy to rest'Jre health to the Textile 
Industry. it \\'Ould be necessary to equalise ap
proximately the advantages and disadvantages in 
the two sectors so that they compete on the basis 
of their own strengths. (Para 4.8, 4.9) 

2.3 In any scheme of restructuring. the distinc
tive role of the Handloom Sector will have to be 
recognised and the needs of this sector will have 
to be adequately taken care of. The Khadi Sector 
has als'J a special place in the restructuring 
scheme in view of its. large employment potential. 
The small handprocessing units also deserve 
special· consideration. (Para 4.10) 

2.4 A freeze on capacity in spinning, weaving 
or processing leads to fossilisation of ·existing 
units and does not expose them to competition. 
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. There should, therefore, be no barrier to the entry 
_ of new firms but such entry .should be only on 

normal commercial terms. (Para 4.11) · · 

2.5 There should also be no barriers· to exit of 
any of the existing units from any of the acti
vities of spinning, weaving or processing that 
they may be"engaged in .. However~ since ·such an 
exit would lead b workers being retrenched, it 
is necessary that the 'closure (partial or total). _of 
a unit be negotiated with the representatives .. of 
the workers and adequate retrenchment benefits 
be provided to the displaced workers. (Para 4.12) 

2.6 While freedom of entry has been suggested 
implying that Industrial Licence would not be · 
refused on grounds of existing capacity, this 
would of course be subject to the other industrial 
regulations such as the IDR ·Act, MRTP Act, 
FERA Regulations and also to any restrictions 
that fnay be imposed on new. units coming "!lP in 
urban and industrial areas. (Para·, 4.13) 

2. 7 While no general ban on .nevi powerlooms 
i£ recommended. it is necessary. that the' State 
Governments take steps to regulate their growth 
and bring about a proper· dispersal of powerlooms 
by suitable incentives and disincentives as· ·also 
take effective steps to prevent malpractices. 
(Para 4.14) 1 

'' 

2.8 In the interest of protection of the Hand-
. loom sector, it is very important that the Central 
Government and State Governments sh-:mld take 
all necessary steps to enforce the provisions of 
the Handloom Reservation Act. (Para 4.15) 

2.9 The Committee recommends that while 
:there need be no capacity constraints on proces
sing in composite mills, the endorsement of pro
ce·ssing capacity may be made, having regard to 
the maximum processing capacity of the machi
nes installed rather than processing actually done . 
in the past. (Para 4.16) · 

· 2.10 The Committee is of the view that there 
is no justification for the present restrictions on 
the use of filament yarn in the ·warp by cotton 
textile mill~. In re~pect of handlooms ·using 
viscose filament yarn, if necessary, suitable. steps 
should be devised to ensure availability. Sub-



Entries 23(1) and 23(5) of the First Schedule to 
the IDR Act may be merged and pending such 
merger, endorsement may be freely given ~n the 
Licences ·to cover both the Sub-Entries. (Para 
4.19) 

2.11 An immediate removal of restrictions on 
the extent of wool that can be used by cotton 
and artsilk mills might put the health of the 
woollen mills in jeopardy. In view of this, such 
restrictions may be phased out gradually so that 
in the meantime the .woollen mills are able to 
improve their· competitive strength. (Para 4.20) 

Rationalisation of Duty Structure* 
2.12 There is a case for shifting of a substantial 

part of .the excise duty on fabrics in stages to 
Yarn in accordance with the criteria spelt out in 
the main body of the report. . (Para 5.4) 

2.13 Considering that Double Hank Cross Reeled 
Yarn is predominantly used by handloom wea
vers, the Comq1ittee, would recommend that 
DHCR yarn be exempted from duty without the 
stipulations that are currently made. (Para 5.5) 

2.14 In regard to the duty leviable on pro~essed 
fabrics,. there is no need to have a distinction 
between _duties on fabrics processed by mills or 
those processed by independent power processors. 
There is need for tightening the duty collection 
mechanism to prevent evasion of processing duty. 
However, the existing concessions available for 
the processing of Handlo6m fabrics may con-
tinue. ,(Para 5.6) · 

2.15 Duty exemption for hand processing may 
be restricted to such ·processors who cleared upto 
36 lakh sq. metres in the previous year and upt~ 
.15,000 sq. mtrs. per day or less in the relevant 
year and the units processing in excess may be 
subjected to Duty at the same rates as power 
processing in regard to the entire quantity pro-
cessed. . (Para 5. 7) ' 

2.16 The possibility of realising economies of 
scale in the manufacture of intermediates such 
caproiactam, DMT, MEG, TPA and Acrylonitrile 
should be explored either by expanding capaci
ties in the existing units or while licensing new 
units. (Para 5.11) 

2.17 The Committee would recommend reduc
tion of import duty on the above intermediate 
inputs which are required· to be imported to sup
plement domestic production. Suitable provision 
may be made in the import policy to protect the 
legitimate interests of domestic producers. (Para 
5.11) 
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2.18 In the manufacture. of non-cellulosic fibres/ i 
filament yarns, it is necessary to benefit from the i 
economies of scale. This needs to be borne in'1 

mi~d when existing manufacturers seek to replace~ 
the1r present equipment and, in any event, new i 
units should be invariably of economic size. I 
(Para 5.12) 

2.19 Since the indigenous production of synthe
tic fibres and filaments will be increasing substan
tially in the Seventh Plan period, a sufficient 
reduction of Duty should be effected in the imme
diate future, so as to ensure a reduction in the : 
cost of these inputs and an abs0rption of domestic . 
production. Action in this area should be guided i 

.bY the needs of Textile Policy rather than by 
revenue considerations alone. (Para 5.13) 

2.20 Monopoly profits · accruing to indigenous 
manufacturers of intermediates, synthetic fibres 
and filament yarns should be reduced by a suit
able reduction in duties of competitive import~. 
(Para 5.14) 

2.21 The reduction .in prices of synthetic/blended 
- fabrics accompanied by ari increase in domestic 

production can be expected to reduce the extent 
of imports, legal or otherwise, of synthetic tex
tiles of foreign origin. Such imports have acquir
ed substantial proportions. (Para 5.14) 

2.22 The level of excise and import duties on 
non-cellulosic fibres/filament yarns needs to be 
brought down significa~tly in the first instance 
and further reduction effected over a period of 
time in such a manner that the benefit of such 
reduction flows to the consumer. (Para 5.15) 

· 2.23 The Committee recognises that cotton will 
continue to be our primary fibre in the textile 
industry. Besides there is a considerable paten-· 
tial for the export of cotton and cotton manufac
tures which needs to be exploited. The C0mmittee 
does not consider it very likely that a reduction 
in prices of synthetic/blended fabrics will have 
an adverse effect on the cotton economy. Ho\v
ever, should it be necessary, it would be possible 
to ensure and the government should guarantee 
the offtake 9f cotton by effective price support 
operations to the extent necessary. (Para 5.16) 

2.24 Currently, when indigenously manufactured 
components covered by TI.68 of the Central Ex
cise Schedule are incorporated in an item of 
machinery, a set off is available for the duty paid 
on such comp~nents against the duty payable on 
the machinery manufactured. If components 
were imported, no set off of the import duty paid 



is available. To bring down the prices of textile 
machinery of recent technology, the committee 
would urge that a scheme be evoh-ed to make 
available such set off. (Para 5.18) 

2.!!5 In order to make the dorr.estically manu
factured capital goods for the textile industry 
priced more competitively, it is necessary to lower 
the. import tariffs on C'Jmponents, special steels 
etc. that go into the manufacture of textile 
machinery. The types of :r!'achin~y for such 
concession would vary from time to time. There 
sh'Juld, therefore. be a periodic re'\iew to deter
mine the items of eligible machinery. If, in the 
inital stages of qomestic manufacture of sophisti
cated machinery, the indigenous manufacturers 
seek for clearance for a high level of Import 
content, this might not be objected to. (Para 
5.19) 

2.26 To facilitate the objective of modernisation 
and technological upgradation at low costs, the 
Committee would suggest that the import of 
capital goods for the Textile Industry as also for 
the Textile Machinery manufacturing secto~· on · 
OGL should be subject to nominal tariffs in· so 
far as there is no d'Jmestic production of such 
capital goods. (Para 5.20) 

Textile Control Order and Notifications issued 
thereunder 

2.27 Many of the provisions of the Textile Con
trol Orders have been extant for decades and 
have not been re'\iewed earlier.· Many of these 
provisions have outlived their utility. A number 
of them have not been found n~cessary in actual 
practice. The Committee is of the view that only 
those provisions of the Textile Control o~·ders/ 
Notifications which have been found necessary 
should be continued. _(Para 6.2) 

2.28 The requirements of composite mills having 
to obtain prior permission of the Textile Com
missioner for processing outside cloth should be 
done away with. (Para 6.11) 

2.29 The basic rationale of imposing an obli
gation on the_ mills to produce a proportion of 
the yarn they market in the form of hanks is 
undisputed. The Committee would, therefore, 
recommend that such an o~ligation may be im
posed, after removing the legal infirmities, if any, 
in the existing orders. (Para 6.31) 

2.30 The Committee recommends the continu
ance of the obligation in regard b the proportion 
of hank yarn that should _be of below 40s counts. 
(Para 6.31) 
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2.31 .The Committee is of the -view th.;t the Sta-
. tutory Hank Yarn Obligation on. art silk yarn 

manufacturing units is not necessary and, there
fore, recommends that the relevant Notification 
be cancelled. (Para 6.50) · 

2.32 In the main Body of the Report, a large 
number of provisi'Jns have been recommended for · 
deletion. The Committee would further .suggest 
that the provisions that have not 'been dealt v.ith 
be scrutinised further and decision for retention 
or deletbn be taken in the light of the general 
approach adopted by the Committee. The Com
mittee wQuld urge that the continuing provisions 
be regrouped, re-drafted and re-issued in a more 
compact manner reducing the number of Control 
Orders to as few as possible. The Committee 
would also recommend that, if, .in future, it is . 
considered necessary to issue ariy Statutory Order 
or Notification; a. time limit during which the 
Order/Notification will be in force may be indi
cated in the Order/Notificat~on itself so that a 
periodic review of the merits of continuance of 
the Order/Notification b~comes obligatory. (Para 
6.58) 

l\leasures for Reviving Sick 1\lills . 
, . 

2.33" While analysing the conditions of any mill, 
it becomes necessary to look into the productivity 
of the -various activities of the mill and to find 
out where productivity could be improved. (Para 
7.2) . 

2.34 In a number of cases, the mills although 
potentially viable, have been. led to sickness by 
inept management or mis-management. The 
management would not then ·command the confi
.dence of Banks or Financial Institutions. In such 
cases, the existing management has either to be 
neutralised by appointment of professionals as 
whole-time directors with responsibility to ma
nage day-to-day affairs or to bring about change 
in the ownership and management by induction 
of a new promoter acceptable to Banks and Finan
cial Institutions. The Committee feels that along. 
with modernisation of plant and machinery, 
strengthening of management has also to be taken 
care of. (Para 7.3) · 

2.35 As a rule, takeover by Government or 
nationalisation of sick mills with no reasonable 
expectation of becoming viable in a reasonable 
period of time would not provide a solution to the 
problem of sickness. · Under the existing policy, 
Government would not intervene in such case. · 
However, exceptional situations may arise wliere 
a number of sick mills could be re-organised to 



form a smaller number of viable units. so that as 
many as possible of the workers rendered unem
ployed get back their work. In such a situation, 
private mergers with a view to reviving and re
organising units should be encouraged. If neces
sary, State or Central Government may have to 
intervene or assist by acquiring the closed mills 
with a full understanding that some of the mills 
or portions thereof may not be reopened. Nor 
should such acquisition necessarily imply con
tinued operation\ by Government. The legal 
difficulties, if any, in such acquisitions, will hav-e 
to be resolved by amending the law, if necessary. 
(Para 7.4) 

· 2.36 While it is difficult to recommend that n'J 
promoter's contribution need_ be insisted upon, 
Banks and· Financial Institutions should take a 
more sympathetic view in cases where prom'Jters 
although satisfying prescribed criteria in regard 
to the quality of management do not have the 
means to raise the necessary. contribution and 
grant them longer periods for bringing in their 
contribution. (Para 7.5) 

2~37 In case of all proposals for rehabilitation 
of sick mills, it i~ necessary to ensure that pro
moters do not under-estimate the costs and over-

. estimate the benefits. For this purpose, Financial 
Institutions could, where necessary, take the help 
{)f agencies like the Textile Research Associations 
or other competent agencies t0 get the proposals 
vetted. (Para 7.6)' 

2.38 In suitable cases, reslructuring of capital 
and liabilities should riot be totally ruled. out if 
the prospects of the mill becoming viable with 
such restructuring are good. In such cases, it 
would be esserutial to change the management so 
that the persons who have been responsible for 
mismanagement do not continue to run the ?f;airs 

·of the mill. (Para 7.7) 

2.39 The measures needed for revival of a mill 
might comprise additional balanci::J.r, equipr::w:t, 
replacement of existing machinery, change of 
produ~t mix, rationaJisation of labour including 
improvement of work· norn~s, -strengthening of 
management and organisation, running .or re
opening of only certain sections, seven day ope~ 
ration to ·abSorb· surplus labour, disposal of old 
and discarded assets, etc. Rationalisation of 
labour and revision of work norms where such 
measures are considered necessary would need to 
be negotiated with the labour. If reduction of 
labour forec is considered inevitable, the measures 
needed for minimising the hardshirs of hb')ur 
rendered redundant would have to be given 
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serious thought. The funds needed for paying 
retrenchr11ent compensatio'1 to the labour should 
be part of the relief package· and loans needed 
for such compensation should also be provided on 
concessional terms. (Para 7.8) 

2.40 To work out a package of term loan and 
additional working capital needed by a unit, a 
Imitable "Nodal Agency" may be designated. 
Once the package is approved it should be bind
ing on al~ parties concerned. (Para 7.9) 

2.41 Where a rehabilitation programme is in 
several phases, laans needed for subsequent pha
ses should be contingent on achieving certain 
agreed performance levels in the earlier phases. 
(Para 7,10) 

2.42 Where ~ mill is wholly unviable, normally 
there is no alternative other than liquidation. In 
the event of a mill going into liquidatbn, the 
worst affected are the workmen who are thrown 
out of employment. If t~e workers are displaced 
by the partial or btal closure of a mill, they 
should get preference in other mills that may be 
owned by the· same management. If persons not 
so absorbed could be employed in other mills in 
the area, in vacancies that may arise by r:atural 
wastage, etc. this would minimise the hards!-lips 
of the workers. If a displaced worker opts for 
self-employment, he should be able to get loans 
at concessional rates of interest and other facili
ties to enable him to earn his livelihood by self
emplayment. If the \Yorkers decide to cperate the 
whole or a part of the mill, by forming a co-ope
rative, they may be given permission/:ice1ce to 
do so. (Para 7.11) 

2.43 There is need for a scheme by which during 
a period of tram.ition, a displaced worker may 
get a tapering amount for three years say 75% 
of the wage equivalent in the Erst year, 50~ in 
the second year and 25% in the third year. The 
funds needed for such transitional payment may 
come from the industry itself by a S'..Jit3ble cc'>s. 
but, to start with, a Nucleus Fund may be pro
vided from the exchequer. The Committee ·would, 
therefore, urge the creation of a sul.tab1e Wc:Jrkers' 
Rehabilitation Fund for the textile sector that 
would provide relief payments to the _\Yorkers on 
the above lines for a n:.axirnum duration of three 
years. (Para 7.12) 

2.44 Although many avenues have been dis
cussed above. it \vas felt that it may not be 
i:-JOS:::i~le in every case b find a satisfactory solu
tion to provide rehabilitation to the workers 
reL-cncl-:!ed from 2 closcJ unit. All the s:::mc:'. it 



_was felt that each case has to be examined to 
ensure that all possible avenues have been tried 
before the retrenchment and to minimise the 
~ocial costs of transition implicit in the restruc
turing of the textile industry. (Para 7.15) 

2.45 The Textile Research Associations erRAs) 
have a major role b play in the revival of the 
textile industry, especially in the revival of sick 
units in the industry. They have built up a sub
'!Otantial amount of valuable expertise in regard 
to various areas of operation of a mill. Apart · 
from technical advice TRAs can give for improv-. 
ing the productivity in the various sections of the 
mill, they would· also be able to asess the viabi
lity of proposals for revival of sick uni~s. They 
would also be able to furnish the mills with 
periodic inter-firm comparisons that will enable 
individual mills to compare their performance 
with those of the rest of the industry. The TRAs 
should, therefore, be more actively involved in 
programmes for revi .. val and rehabilitation of sick 
mills. (Para 7.16) 

2.46 A considerable volume of d~ta relating to 
textile mills is received in the Office of the Tex
tile Commissioner and also by the BanRs and 
Financial Institutions that might have lent money 
to the mills. In regard to ~he Banks and Finan
cial Institutions, there is need to strengthen the 
reporting arrangements so that th:e corporate data 
relating to the mills is available to the top mana
!!ement with'Jut much delay. On the side of the 
Textile Commissioner's Office, there is need to 
ensure that the data called .!for are received 
promptly. For a proper coordination and process
ing of the data received by the Text1le Commis
sioner's Office and by Banks/Financial Institu
tions, there is need for computerisation of the 
data. Such computerisation . will •help develop
ment of an advance warning system to qetect 
instances of incipient sickness in· or deteriorating 
health of individual units. This should, therefore, 
be accorded high priority. A similar monitoring 
mechanism should be set up at the governmental 
level also. - (Para 7.18) 

Modernisation 

2.47 While consi:iering the issue of modernisa
tion in the textile industry, we carmot afford to 
ignore the modernisatbn needed in regard to the 
gi'1:1ing of cotton. (Para 8.3) · 

2.48 The National Bar.k for Agriculture and 
Rural Develcorr:cr:t (NABARD) and other Finan
cial Institut~0~s have a significant nlz t:J :_:-.la.y i-:1. 
this respect and the Committee would urge provi-
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sion of concessional finance for replacement of 
the existing gins. Further, there is also need for 
exerting some pressure on the· owners of . very 
old gins to replace the gins with new equipment. 
Assistance should also be given for· installation 
or replacement of precleaning machinery since 
the traditional gins do not adequately reduce the 
trash content. (Para 8.3) 

2.49 Public Agencies such as the ·Cotton Cor
poration of India, the Maharashtra State Cotton 
Cooperative Marketing Federation Ltd., Gujarat 
State Cotton Growers Federation Ltd. who pro .. 
cure as much as .35 to 40. per cent of the cotton 
gro·wn in the country should be prevaileQ. upon. to 
put up their own gins along with precleailli.ng 
equipment, to some extent, so that private gin 
owners feel compelled to replace or renovate 
their equipment. (Para 8.3) . .. 

2.50 Saw-ginning can b.e advocated mainly in 
areas ofirrigated cotton, especially in areas where 
on ·account of irrigation facilities be~ng ·recent,· 
ginning facilities have not. developed adequately. 
or. wttere there is manpower sho~age. · (Para 8.4) 

2.51 While financing new gins, whether of the 
roller or saw variety, it may be made obligatory 
on the part of ginning factories to· install suitable 
pre-cleaners ·and 'concessional fl!}.ance' may be 
given for· such installation; It would also be 
necessary for the State Government to fix higher 
rates of ginning for those gim1eries which install 
such pre-cleaners. (Para 8.4) 

2.52 Where saw ginning. is not practicable, re
placeme~t of existing roller·gins by double. roller 
gins or installation of pre-cleaners may be en
couraged. (Para 8.~) 

2.~3 If the quality of lint from. cotton. in. iin 
entire area could be significantly improved, it 
would be reasonable to expect that. the demand 
for such cotton woUld go up with consequential 
beneficial impact" on the raw . co~ton production 
in the area. (Para 8.6) · · ' ... • ; · 

2.53 In regard to spinning, .. weaving and pro
'cessing, a number of mills will benefit by giving 
priority attention to the backlog of ~aintenance 
and improvement of productivity ~y· installing ot 

. balancing equipment wherever' necessary . and' 
renovation of the existing machinery,,before go-ing 
in br replacement or modernisation. (Para 8.7) 

2.54 While replacing the · .. existing '·rn.achiriery, 
the markets which the· mill can Successfully ex
ploit will have to be kept in'rmnd. ·.If the market 



is clearly identified, the machines that manufac
ture the products for this market at least cost 
will help to improve the profitability of the milL 
(P~ra 8.7) 

2.55 Modernisation loans for sophisticated tech
nologies should be given only tomills which have 
a proven record of good management capable of 
absorbing such technology and preferably having 
a standing in the export market. (Para: 8.7) 

2.56 While sanctioning loans for modernisation, 
after schemes 'sanctioned within the present limit 

· of Rs. · 4.0 crores have been implemented and 
results reviewed, further concessional' loans be
yond the limit of Rs. 4.0 crores should also be· 
considered. (ParaS. 7) 

2.57 Art silk mills and woollen mills also need 
assistance for modernisation and the approach 

· mention~d above would hold for them too. (-Para 
8.8) 

2.58 Labour has a vital stake in the modernisa- · 
tion of the textile industry, especially in regard 
to the kind of modernisation that would be 
adopted by individual units. Since modernisation 
in addition to improving the the quality of the 
products and the versatility of the machines, 
generally involves an increase in productivity, 
the impact on labour has to be assessed well in· 
advance. The extent of labour likely to be ren
dered surplus should be decided in consultation 
with the representatives· of the workers. Tiie · 
basic guidelines laid down by the National Labour 
Conference in 1957 in regard to "rationalisation 
without tears" continue to be valid. If moderni
sation is considered necessary and desirable, it 
should be planned in advance and the changes 
have to be phased over a period of three years 
or so. To avoid actual ~etrenchment of workers, 
natural wastage arising as a consequence of re
tirement etc. should be utilised and the workers 
who may still be rendered surplus may be de
ployed in other units under the same manage
ment, after suitable retraining where necessary. 
It may also be possible to get the workers to 
agree to voluntary separation ~n suitably nego
tiated terms. The funds needed for such voluntary • 
separation benefit's or retrenchment compensation, 
as the case may be, may be a part of the package 
of financing for modernisation. (Para 8:9) 

2.59 The Committee would recomtnend setting 
up of a national level Standing Advisory Com
mittee including representatives of management 
and labour in the Textile Industry as also repre
sentatives of fi~ancial ' institutions and suitable 
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technical experts. This Committee should be 
asked to make recommendations from time to 
time concerning the types of m0dernisation that 
the industry should go in for. (Para 8.10) 

2.60 The financial institutions shall take into 
account the recommendations made by such a 
Committee while c0nsidering applkations for 
!pans for modernisation. (Para 8.10) . 

2.61 To enable the industry to have a sutficien~ 
volume of self-generated funds for modernisatian. 
the committee would suggest that individual 

.units be permitted to deposit say 20% of their 
pre-tax profits with tJ:le IDBI or !RBI in a bbcked 
account. This amount could be permitted to be 
utilised only for the purpose of modernisation 
and could be linked with the loan that the finan
cial institutions may advance for modernisation. 
The amount so set apar-t should be treated as 
non-taxable.· This arrangement would enab.le 

· more funds becoming available and besides the 
debt service burden on mosfernisation expendi
ture would become less. The amount utilised 
from the blocked account could be set off agamst 
the promoter's contribution needed in regard to 
the modernisation loans. (Para 8.11) 

2.62 The Textile Machinery Industry should be 
afforded all facilities for updating of their technl
cal know-how by way of collaboration or import 
of technology. This may be in accordance with 
the National technology and Trade Policies that 
the Government may adopt. Currently, in a 
number of areas indigenous R & D may not. be 
able ta .substitute for imported technologies. 
However, the development of indigenous R & D 
may be separately encouraged. (Para 8.14) 

2.63 The Textile Research Associations on ac
count of their intimate contact with the Textile 
Industry have a v~tal role in the development of 
indigenous R & · D in regard to textile machinery 
also. (Para 8.15) 

2.64 Modernisation is important not merely for 
the organised sector of the Textile Industry but 
als'J for powerlooms and for handlooms. The role 
of the Textile Research A~sociations has hitherto 
been perceived as restricted to the texttile mills. 
This role will have to be expanded. The Textile 
Research Associations should be actively involved 
in the upgrading in efficiency and the moderni
satian of powerlooms and handlooms. To enable 
the TRAs to play their enlarged role the arrange
ments for their funding should be reviewed and 
suitably strengthened. (Para 8.16) 



2.65 In regard t? Handlooms, the Institutes of 
Handloom Technology have a major responsibi
lity for evolving improved types of handlooms 
that will iocrease their productivity. There is 
need t3 ensure swift and smooth transfer of 
technology from the research institutions to ·the 
handloom weavers. Necessary finances for the 
upgradati')n of Handlooms needs to be provided . 
by way of refinance by the NABARD. (Para 8.16) 

2.66 To' enable the powerloom weavers to im
prove their skills in regard to the maintenance 
0f their equipment and evolving new designs and 
impro'<ing the quality of their weavin,g, there is 
need for more powerloom service centres in the 
major powerloom concentratbns. The Textile 
Research Associations may be entrusted with the 
re~ponsibility of running some of such service 
centres. A census of all existing p')werlooms ·may 
be undertaken. (Para 8.17) · 

2.67 To enable proper planning of the require
ments of the Handloom Sector for modernisation, 
it is necessary to have a reliable data base. T.he 
C')mmittee would recommend· the periodic cen
mses and sample surveys be conducted of Hand
looms in the country. (Para 8.18) 

2.68 For the 'tuture growth of the Handloom 
Sector, greater emphasis may be laid on moderni
sation, weaver training, processing facilities, 
marketing and publicity. There is need for streng
thening the managerial and technical capabilities 
in the Handloom Sector. '(Par:A 8.19) 

Consumption Trends 
2.69 The consumer trends indicate that as a 

long term perspective multi-fibre policy should 
be followed vigorously in the interest of the · 
consumers and suitable steps should be taken for 
bringing' dov.rn the prices of fabrics of non-cellu
losic fibres/filament yarns and of blended fabrics 
containing such fibres/filament yarns .. (Para 9.12) 

2.70 There is a need to build up the expe.rtise 
in carrying out studies on income and price elasti
cities of textiles so that the results of such studies 
can be used in a more meaningful manner. From 
time t.> time a committee of · experts should 
review the studies undertaken and advise the 
Textile Committee 'bn the methodology to be 
adopte-i and the types of studies to be carried out 
in this area of research. (Para 9.13) 

Raw Materials 

2.71 The Committee would urge that steps be 
taken for improving the yield pel," hectare of 
cotton in particular medium staple cotton_, both ,. 
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by proper extension and fuller utilisation of the 
media and by research into high yielding varie
ties of such cotton. The. proliferation of varieties 
needs to be reduced and the higher ~ielding and 
short -duration varieties promoted. (Para 10.2) . 

2.72 It is desirable to encourage the optimal 
spinning of long and extra long staple ·cottons by 
significant reduction in the excise duties o~ yarns 
of 50 counts and above · and fabrics using · these 

. yarns. (Para 10.2) · · 

2.73 In the task of reducing the fluctuations in 
price of cotton, the CCI has. a crucial role to 
play. It is also necessary that operations of the 
other major public agencies reinforce this role. 
For this purpose tfie CCI should have a .. coordi- · 
nating role. ·(Para 10.3) 

I '. 

2.74 Considering that the CCI has built up 
considerable expertise in- the buying and selling 
of cotton, an independent Agency for Buffer 
Stock is neither necessary. nor desirable. (Para 
10.4) ' 

2.'75 Whatever quantity ·is held by the CCI as 
Buffer Stock should get credit on ooncessional 
terms. The purchases of the CCI at support prices 
may be treated as for Buffer Stoc~: (Para 10.5) 

2.76 The ·cotton so bought. for Buff~r Stock 
should be· utilised for sale at pre-fixed remune
rative prices when the market prices exc~ed such 
remunerative prices. (Para 10.5) 

2.77 To effectively play its role, the CCI' Should 
'also have freedom to import or export. cotton. It 
would als() be desirable tOj give the CCI the-free
dom to enter into Call or Pti.t Options (viz., an 
option to buy o:r ·sell ~ futures contract at .pre
determined priCes) in the· New York Cotton 
Exchange. The extent to which such options may 
be entered into will have to be cleared beforehand 
by the Government. However, it should .not be 
necessary for the CCI to-get government's.appro~ 
val to each transaction. It is also necessary that 
the CCI be asked to submit a detailed report to 
Government on the implications of CCI buying
or selling such options; so that full· details are 
available with the Government to enable a deci-

. slon to be taken in this respect. 'If cti . has 
sufficient freedom for the import. and export ·of 
cotton, this will help in limiting the fluctuations 
in the prices of cotton. (Para 10.6) · 

2. 78 The role of the CCI will need to be re ... 
defined in the context of the above recommenda
tions and to enable the CCI to play its enlarged 
role effectively, the management of the CCI needs 

. to be strengthened. (Para 10.6) · · · . 
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2.79 In the matter of stabilisation of cotton 
prices, the role of other fibres such as Viscose 
(including modified viscose) and non-cellulosic , 

. man-made fibres is also crucial. For effective 
price stabiUsation of cotton, it is desirable that 
prices of other fibres are substantially less than 
the current prevalent prices. (Para 10.7) 

· 2.80 Especially in times of 'cotton shortage, the 
import and excise duties of cellulosic man-made. 
fibres, which 'have properties similar to cotton 
and can effectively substitute for. cotton, should 
be suitably adjusted so that the shortage of cot
ton could be made good by the use of such fibres. 
Imports of such fibres on low duty through a 
suitable canalising agency is also recommer!Jded. 
(Para 10.8) 

2.81 The Cotton Textile Mills have to plan well 
in advance in· regard to the. types of the cotton 
to be used for the manufacture of the fabrics 
and made-ups they intend producing, especially 
for the export market. The cotton season varies 
.from State to State in the. country and different 
varieties of cotton are gr9wn at different 
points of time. To buy a proper mix of the cot
tons needed, the mills have to enter the market 
long .before the commencement of production of 
spcifi.c fabrics for exports. In view of this, the 
Committee would recommend that Packing Cre..: 
dit for exports of cotton/blended fabrics and 
made-ups should be extended from 90 days to 
180 days. (Para 10.9) · 

2.82 The Committee recommends that the policy 
of allowing import of man made fibres/yarn 
under OGL be continued. Protection to indige
nous industry may be provided through the tariff 
mechanism.· (Para 10.10) 

2.83 To make yarn and other raw materials 
available to handloom weavers regularly at rea
sonable prices, the National Handloom Develop
ment Corporation and the state level Handloom 
A-gencies should take effective steps. (Para 10.11) 

Exports 

2.84 The Committee is of the view that besides 
the Clothing sector, the Textile sector would also 
benefit by a freer international trading regime, 
provided certain support measures are implemen
ted to make the Textile Industry more co~pe
_titive. (Para 11.6) 

2.85 If we want to have a stable export base. 
apart from measures needed for promoting the 
health of the Textile Industry as a whole, it is 

necessary to have .a stab_le export policy. In parti
cular, the expart mcentlves policy must be f 
stable period of 3 to 5 years. (Para 11 .8) or a 

2.~6 The facility of registration of contracts 
- ava1lable to other exporters by which the expor

ter can depend on getting incentives as an the 
date of registration should be made available for 
cotton textile products also. (Para 11.8) 

2.87 A stable policy for export of cotton yarn 
of counts 40s and below is essential. The Com
mittee would recommend that cotton of the 
appropriate qualities be allowed to be imported 
under the recently announced Import-Export 
Passbook Scheme for the export of cotton yarn 
so that, in times of domestic shortage of cotton. 
exports of yarn may continue on the basis of 
actual imports of raw cotton. (Para 11.9) 

2.88 There is need to widen the pr'Jduction 
base of the industry so that the basic raw mate
rials are available at internationally competitive 
prices and enough surplus is created for exports . 
This is a long term process and in the short term, 
facilities ·for liberal imports of man-made fibres/ 
fabrics for export purposes may be given. Input
output norms under the Advance Licensing 
Scheme and under the duty free REP Scheme 
may be reviewed and made more realistic. (Para 

. 11.11) 

2.89 In view {)f our unique comparative advan
tage in handloom production, the exports of 
handloom fabrics, made-ups and garments can be 
increased substantially: (Para 11.12) 

2.90 Machinery needed by the garment and 
hosiery sectors should be allowed to be imported 
either duty-free or at a very low rate of duty. 
The indigenous machinery manufacturers should 
also be enabled to produce various kin& of tex
tile machinery including garment and hosiery 
machinery. Import of machinery for export 
production should be provided with concessional 
credit facilities. (Para 11.13) 

2.91 There are certain constraints in setting up 
of 100% Export-Oriented units. These constraint::; 
are: 

(i) difficulties in release of production in the 
domestic tariff area ; 

(ii) high cost of Customs-bonding; 

(iii) difficulty in getting job-work done outside 
the bonded area ; 

(iv) imbalance in the various sections of lOOt(. 
EOUs. 



These difficul~i'Os cannot be remo\·ed O':ernight. 
b.1t co;1t1nuous efforts are !1eeded b mitigate the 
G::iicu'tie.5. (Para 11.14) 

2.92 There must be an ir.stitutio.:1al linlnge 
between the garment ;:;nd hosiery manufacturers 
and suppliers of fabrics and yar~s in all se:tors 
of the Textile Industry. (Para ll.H) 

~.93 There should be uninterrupted power 
supply for export-oriented ur.its. (Para 11.15) 

2.9-! Suit~ble steps may be taken to encourage 
installation of in-house and in-process quality 
c::mtrol measures. (Para 11.16) 

2.95 There is need for constant study of indi
\·idual markets and strategies to develop our 
exports or expand our market shares in such 
markets. There should be extra incentives for 
diversification 'Jf markets and market explora
tion. There is need to have a separate fund that 
should be utilised for better marketing approa
ches. Funds for generic publicity and for publi
city in new and non-traditional markets sh6\lld 
be earmarked for use by different Export Promo
tion Councils. (Para 11.18) 

2.96 Availability of foreign exchange for various 
Export Promotion Schemes like Buyer-Seller 
Meets. etc. should be increased. (Para 11.18) 

2.97 The setting up ·of a Fashion Design Insti
tute should be speeded up, There is need for 
adequate training facilities in·• the various gar
ment manufacturing centres of the country for 
garment workers and technicians. (Para 11.18) 

2.98 Necessary marketing infra-structure must 
be created am'Jng the exporting units either 
individually or in consortia and institutional 
linkages be established with market channels in 
the importing countries. (Para 11.20) 

2.99 In regard to export of staple cottons, the 
Committee would recommend that such exports 
may be canalised through the CCI. (Para 11.21) 

1\farketlng and Distribution 

:uoo HaYing regard to the traditional relation
ship between the mills and the distributors and 
the problems in regard to extending credit and 
effecting recoveries that might arise by mills 
dispensing with one or m'Jre of the tiers, it would 
be- difficult to advocate. as of now, modifying the 
dishibution system either by the mills or by 
Government intervention. (Para 12.1) 

3-311/85 
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2.101 The Committee considers it necessary 
that the consumer receives the correct informa
tion concerning the fibre composition. quality of 
cloth. proces.c:es carried out, 11..ame of manufac- · 
turer etc. Marking regulations to cover most, 
if not all, \"arieties of cloth whether manufactured 
by mills :::r by po"·erlooms should be prescribed. 
an-i effectively enforced. Any dealer who stocks 
cloth for sale with spurious markings ~hould be 
liable for prosecution apart from others who 
might be responsible for such spurious markings. 
(Para 12.3) 

2.102 There is need for strengthening the Public 
Distribution System for sale of Controlled Cloth 
in remote and tribal areas. In places where hav
ing a regular shop is not a feasible proposition, 
the question ':)f having mobile sales outlets which 
will sell cloth at Fairs and Weekly Bazars ri:eeds 
to be considered. (Para 12.4) 

·2.103 To ensure that Controlled· Cloth reaches 
the poorer people for whom it is meant, certain 
measures are necessry especially in rural areas. 
The fact that the cloth has reached the sales out
lets should be certified by say two local people 
with representative -capacity· and the dates on 
which the cloth \\'ill be sold must be known in 
advance to the people. Not more 'than 10 metres 
of cloth should be sold per person. (Para 12.5) 

2.104 There is need for improving the· quality 
of Janatha cloth and for streamlining the ~istri
bution of Janata Cloth somewhat on the lines 
earlier indicated to ensure that it reaches the 
weaker sections of the people. Periodical cam
paigns for selling the Janatha Cloth in remote 
interior and tribal areas be caried out. .(Para 
12.6) 

2.105 There is need to increase the volume of 
production and to ensure that the consumer pre
ferences in the different regions of the country 
are ·duly taken into account while deciding the 
pattern of production. (Para 12.7) 

/ 

2.106 Consistent with the recommendation 
already made in the Textile Policy, the Commit
tee. would urge that the transfer of production 
of controlled cloth from NTC to the Handloom 
Sector be accelerated and preferably completed 
by the end of the 7th Plan period. (Para 12.8) 

2.107 In comparison with the volume of pro
duction, the management and marketing area in 
regard to handlooms are not adequately manned. 
These areas need to be strengthened. The role 



of the National Handloom Development Corpo
ration and the State Handloom Development 
Corporations have to be enlarged to enable them 
to provide adequate services in regard to produc
tion and marketing in the handloom sector. 
(Para 12.9) 

2.108 The existing system of rebates wNch are 
given as a market support measure may continue. 
However: to minimise the delays involved in the 
payment of repate, it would be advisable to place 
a certain amount as a corpus fund at the disposal 
of the State Government every year, at the begin
ning 'of the year itself based on their perfor-
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mances during the previous year. This amount 
could be utilised by the State Government for 
disbursing the claims of the Cooperative Societies 
and Corporations. They may submit the periodic' 
accounts to the CEntral Government and claim 
the balance rebate. (Para 12.10) 

2.109 It is of paramount importance that one 
recommendations on the Heport should be treated 
as an integrated set and should be odopt-::d and 
implemented as a package. Otherwi3e, more 
di.:;tortions may occur and the dc::;ired result of 
integrated and harmonious growth would r-et be 
achieved. (Para 1.5) 

* Since recommendations rehiang to rationali~atio~ of ~u~y _str~cture r:ela:cd directlY to.~ So:nsitive Op.;r2 ti('nal area in the realm of 
his officials function, Dr. Bimal Jal:ln abstamed rrom JOrnrng 1n spec1fic recommendatl\ n. 



CHAPTER III 

OVERVIEW OF THE INDUSTRY 

3.1 The Textile Industry can broadly be classi
fied into two main groups viz. (a) Cotton Textile 
Industry and (b) Non-Cotton Textile Industry. 
The Cotton Textile Industry can be further divid
ed into mills (spinning and composite), power
looms and handloorns. Further, there are also 
small sectors such as Khadi, Hosiery and Gar
ments and Independent Processing Units. On the 
non-cotton side, the sectors are mainly in terms 
of different fibres viz. Silk, Rayon, Woollen, 
Synthetics (fibres and filaments). Under these 
sectors, -there are spinning units, weaving units 
and composite units as well. This second group 
also has small sectors of hosiery and processing 
and garments. Besides, there is also a woollen 
carpet industry in some selected centres. 

3.2 In the beginning, all these sectors in terms 
of their fibre usage were quite distinct. However, 
over the years all these sectors' have started using 
carpet industry in some selected centres. 
mixed form. 

3.3 The Textile Industry cart also be broadly 
classified into organised and decentralised sectors. 
In the organised category, there are cotton textile 
mills, both spinning and composite. In the orga
nised sector, there are also certain non-cotton 
mills both spinning and weaving units, and a 
number of large processing houses. There are 
also a nurnber of spinning and composite mills in 
the woollen sector. There are also a numbe£' of 
weaving units in the silk industry. Besides, Bom
bay, Delhi. Madras, Tirupur, Calcutta, Ludhiana 

etc. are important hosiery Centres. 

3.4 In the decentralised sector. the most im
portant is the Handloom Sector which is dispersed 
in different parts of the country, particularly in 
rural areas. This is a traditional industry of India 
which can be said to date back to more than 2000 
years. The Khadi sector in textiles ·(weaving 
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fabrics on Handlooms from Handspun yarn} is 
almost entirely a rural industry in the decentralis
ed form. In the last 3 decades or so. a number of 
concentrations of powerlooms have also come. up. 
Both the Handlooms and Powerlooms in. the 
beginning were· concentrating on cotton cloth 
production but now the decentralised sector has 
also taken up production of non-cotton, blended/ 
mixed textiles in a big way. The cloth produce-d 
by the handlooms andpowerlooms is processed 
either by the mills or by Independent Power 
Processing Houses or by Hand Processors. The 
hosiery sector consists essentially of a number of 
small hosiery units. There are some industrial 
units which specialise in yarn processing such as 
sizing of yarn, crimping of yarn, texturising of 
yarn, etc. There are also some areas like Assam, 
Arunachal Pradesh, Meghalaya, ;M:izoram., Naga
land, etc. where the ~anufacture of cloth is done 
on handlooms for personal use, but not for com
mercial purposes. At this ::.tage, we may also take 
note of the large number of ginneries located in 
different places which do the ginning of cotton 
which is purchased by the cotton textile mills, 
either directly or from traders. . 

COTTON TEXTILE INDUSTRY 

(i) MILL SECTOR 

3.5 The Cotton Textile Mill Industry in India 
today is the single largest organised industry in 
the country directly eii1JPloying about 12 lakh per.: 
sons. Besides, there are a large number of · an
cillary industries depending upon this sector~. On 
the assumption that a worker's family comprises 
of 5 persons, the direct dependence on the organis
ed textile industry works out to about 60 lakhs, 

3.6 The Cotton Mill Industry witnessed· a rapid 
growth on the spinning side during the last 3 
decades. The number of units in the industry 



went up from 378 to 920 while the spir.d!ea.~e 
increased from 11 mn. to 24.28 mn. The ,g:-0w:h 
of loomage has, however, been insignificant on ac
count of the freeze imposed by Government 
Policy to protect the Handlooms. The details in 
this regard can be seen in table-1. 

TABLE 1 
' \ 

Spinning Compo- Total Installed 
Y!llr Mill<! site ------

(Nos.) Mills tNos.) Spdls. Looms 
(No.s.) (Mns.) (Thou-

sands) 

1951 103 275 378 11· uo 195 

1961 192 287 479 13·66 199 

1971 373 291 664 17·88 208 

. 1981 442 281 723 21·78 210 

1982 525 280 805 22·53 710 

1S83 595 280 875 '23· 89 210 

H84 (Mar.) 639 281 no 24·28 210 

SouRCE : Textile Commissioner's Office. 

The increase in the number of units and the spin
dle capacity has mainly come about throt1gh the 
increase in the spinning mills, especially in Snuth
em India. 

3.7 Because of the increase in the nu~11 b-=r of 
units and spindle capacity, the number of work
men on rolls has gone up, although the daily 
average employment has not shown any :;ncb 
trend (Table 2). Since the total production of 
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yarn in weight terms has gone up from 884 Mn
Kg~;. in 1:161 b 130:3 M.-: .. R"''> ;n 10°3 1· n b)' .... • .::> • " ... ,J • • .... 

.:1.8 08° h" h • • . ;r: \V : .e t e daily nver::1ge employment has 
remained the same, the prod·.lcti-_·i~y per ,\·ork
man, on an average, can be said to have gone up 
by this extent. 

TABLE 2 

nn thvus.lnd~) 

. Year b.bour· 
o.:ly ;tverage cm,:oym,·,1t 
------------

on roll l~t 2nd 3rJ Total 
Shift Shift Shift 

1951 785 416 :!50 49 715 

1961 918 418 .,,- ... 
-no Ill 795 

1971 947 361 22-+ 134 719 

1981 1201 423 258 199 880 

1982 1184 353 213 lb6 732 

1983 1192 386 232 176 794 

1984 (Mar.) 1196 372 229 165 766 

SouRCE : Textile Commiss:one~·s Office. 

3.8 Although the total installed capacity of 
:opi.:7dles showed rapid ~owth d·1:·ing the bsf ;3 
decades the capacity utilisation of spindles i:-1 p·=r
ce"tage ter:ns especially in the recent years. !::-1s 
not witnessed any ~mprove:nent. !r-~ fact, duri:'l_g 
the hst 3 decades, the capacity utilisa~io•1 h::ts 
dec1ired. The details in this rega;,·d can b~ set'n 
from the Table 3. 

TABLE 3 

Spindles_ Locms 

Year Installed Worked% Installed Worked~~ 

Millions --- Thou>::tnrls 
II III II Ill 

1951 11· ()() 90·29 79·94 23·69 195 92·00 79.15 10-79 

196f 13·66 83·46 87· 13 53·08 199 91. -+I 83·69 25·68 

1971 17·89 74·41 74·66 63·91 :!08 80·36 73· :!I 33·20 

1981 21·78 76•40 77·80 76·51 208 84·05 82·47 67· 14 

1982 22·53 66·00 {)~)' ()() 64·40 :!10 64·05 60·71 49·09 

19U 23·89 67·27 67·81 64·25 210 7:!67 69· 19 54· 1-+ 

1984(Mar.} . 24·28 67·05 6S·OO 6~·~0 210 (l6·~~ 65·CO 46· 1-+ 

SouRCE : Textile Commissioner's Office. 



na w l\laterial 
3.9 The figures of consumption of differe~·.-.: 

fibres/filaments by the Textile Industry during 
the past 3 decades was as shown in Table-4. 

TABLE 4 
(Figures in Mn. Kgs.) 

M tn·mide fibre,filament 

Year Cotton Cellalosic Non-Cellu. Total 
- --·--~----
Fibr:~~ F.Jam:nt Fibre~ Filament 

!?51 693 N.A. N.A. N.A. N.A. 693 
1961 10()1 NA. N.A. N.A. N.A. tOOl 
1971 1059 70 39 12 I I 1191 
:981 1260 181 44 46 57 1588 
l'll2 1200 132 40 48 51 1477 
I'JR3 134:\ 125 42 60 83 1653 
Source : Textile Comm;ssioner's Office. 

3.10 It will be seen from table No. 4 that the 
consumption of cotton has gone up from 693 ~..fn. 

Kgs. in 1951 to 1343 Mn. Kgs. in 1983. _In the 
beginnin:z. the industry was required to use im
ported cotton to the extent of about 25% ~f its. 
requirements. However, with the !ncrease in· the 
indigenous cotton production, there have beeri .no 
i'llports of cotton in the recent years. The indus
try also went i!l for increased utilisation of man
;n<Jde fibres/filaments especially during the last 
decade. The consumption of man-made fibres 
during 1971 was practically confined to cellulosics 
and was of the order of about 132 Mn. Kgs. while 
the consu11.ption of man-made fibres/yarns in the 
year 1983 v:as 167 Mn. Kgs. of cellulosics and 
~r;tably 143 Mn. Kgs. of non-cel~ulosics. The total 
nvailability (Production + Imports-exports) of 
cellulosic fibres/filament yarn was 149 Mn. K?s. 
& for non-cellulosic 150 Mn. Kgs. in 1984. The 
'1;ulti-fibre policy adopted by Government has 
encouraged the increasing usage of man-made 
fibres and filament yarns. 

Yarn Production 
3.11 The production of spun yarn over the last 3 

decades has increased from 602 Mn. Kgs. in the 
year 1951 to 1309 Mn. Kgs. during 1983. The de
~.ails in this regard may be seen in Table-5. 

TABLE 5 
(Million Kgs.) 

SPUN YARN 
Total ----

Ye1r Cotton Blended 100% 
Non-Cotton 

1951 591 11 602 

19)1 862 2! 884 

1971 881 34 64 979 

1981 1015 170 97 1282 

*1982 938 133 84 1175 

1933 10)2 141 76 13()9 

*E>..cbding Bombay City da.ta. 
SouacE : T-::xtile Com•ni'bioner's Office. 
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3.12 It will be seen from the table that the pro
duction of blended yarn commenced from 1971 
onwards and is now placed at 141 Mn. Kgs. · 

3.13 The average count of yarn spun by U1e 
industry improved from 25s in 1961 to 31s in 1983. · 
This improvement in the average count has main
ly come about because of the increased consmhp
tion of long staple and extra long staple cotton by 
the industry. In the 50s, almost 65 to 70% o'f the 
yarn was consumed by the· mill· industry itself·. 
while the balance 30 to 35% was consumed by the 
decentralistd sector. However, the percentage of 
yarn consumed by the mill industry has now 
come down to only about 35% while 65% of the 
yarn produced is consumed by the Handloom and 
Power looms. 

Cloth Production 

3.14 Table-6 gives the production of C'loth by the 
organised sector of the industry during the last 3 · 
decades: 

• TABLE G 

Cotton Mill Sectar Cloth Production 
• (Miilion Metres) 

Year. Cotton Blended/ 100% Non . Total · 
Cloth Mixed . Cotton· 

1951 3727 13 3740 
1961 •4701 2 4703 
1971 3957 147 2 410'6 
1981 3147 919 7: 4073 
19!12* 2!58 648 7 . '2913 
1983 2719 80~ . ~- . 35.29 

*Exclu:lcs Bomba.y Mills data. 
SouRcE : Textile Commissioner's Office. 

3.1~ As stated in the earlier paragraphs,· the 
weavmg capacity in the organised seCtor of the 
industry has remained· almost . static' over · the 
years. It is also seen that over the years capacity 
utilisation in the weaving section of_ the industry 
has come down, with the result that the produc..: 
tion of cloth in the organised sector has shown a· 
downward trend. At the same time, the produc
tion of blended and 100% non-cotton cloth by the 
industry has been increasing significantly, Tt is 
also seen that the reed/pick constmction of the 
cloth woven by the industry has improved over 
the years indicating that the quality of cloth has 
improved. It is also observed that at the time' of 
replacement of the loom) higher-width looms are 
preferred by the industry and, therefore, the 
average width of the cloth produced has also gone 
up. 



Sickness in the 1\IDI Sector 

3.16 Industrial sickness in general and in the 
Textile Industry in particular, has assumed serious 
proportions resulting in loss of production as well 
as loss of employment suffered by workers em
ployed in the affected industrial units. In a com
plex organic system such as the Textile Industry 
in India today, the causes of sickness must 
necessarily b~ \an interplay of many related fac
tol's. Table-7 shows the number of units identified 
by the Banks as sick and outstanding amounts for 
the period 1977-1983: 

TABLE 7 

Sick Units in the Industry 

Textile Industry All Industries 
Period ending -------~---·--

No. of Outstanding No. of Outstanding 

Dec. 1977 

June, 1978 

June, 1979 

June,1980 • 
June, 1981 

June, 1982 

Jan. 1983 

sick Bank Credit large and Bank Credit 
units (Rs. crores) medium (Rs. crores) 

sick units 

73 N.A. 289 858·00 

78 263·65 325 958·08 

84 287·71 345 1,101·72 

89 349·56 389 1,232· 70 

94 406·48 422 1,453· 29 

114 520·24 439 1,728· 40 

123 521•00 422 1,800· 00 

Souacs : RBI Bulletin. 

3.17 For these data, a unit has been considered 
as sick, if it has incurred cash loss. for one year 
and in the judgement of the bank, it was likely to 
continue to incur cash losses for the current year 
as well as for the following year and which has 
an imbalance in its financial structure, such as 
current ratio less than 1 : 1 and worsening debt -
equity ratio (total outside liabilities to net worth). 

3.18 It may be observed from the above table 
that about 30% of the total No. of sick units be
long to the Cotton Textile Industry. According to 
the figures made available by the RBI, the number 
of sick units in the . Textile Industry. increased 
from 73 in 1977 to 123 in 1983. Apart from the 
above, there may be a number of ;marginal units 
which may be in immediate danger of cJosure. In 
some of these, closure can be averted by well 
thought out advance measures. 

3.19 Table 8 indicates the number of mills that 
were lying closed at the end of some years, in the 
last three decades. 
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end of 1956 
end of 1961 
end of 1971 
end of 1981 
end of 1982 
end of 1983 
end of 1984 

TABLE. 8 

Number of Closed Mills 

No. of Mills No. of workmen 
closed affected 

19 N.A. 
17 N.A. 
52 57.665 
:07 78,397 
28 32,387 
53 94,431 
77 99,582 

SouRCE : Textile Commissioner·s Office. 

3.20 It will be seen that existence of a certain 
number of closed mms has been almost a per
manent feature of the cotton textile industry in 
the period considered. It is partly because some 
of the mills are essentially of an uneconomic 
character 69 closed mills as at the end of February 
1985 had a total capacity of 18.21 lakh spindles 
and 0.200 lakh looms. 107,896 workmen were 
affected by the closure. Considering that the total 
spindleage in the cotton textile industry is 24.~8 
million spindles and 2.10 lakh looms, the closed 
mills account for 7.5% of the spindle3.ge and 9.5% 
of the total loomage . 

3.21 The profitability in the Cotton Textile In
dustry has been generally less and very often 
considerably less than the All Industries averages, 
as can be seen from Table-9. 

TABLE 9 

Profits of Cotton Textile Mills 

Year 

1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977 78 
1978-79 
1979-80 
1980.81 

Gross Profits as percentage of ~ales 
net of rebate, discount, excise dut 
and cess 

Cotton Textile All Industr:.:s 
Industry 

6· 1 9 6 

tl"l 10· 3 
4·9 10·0 

7·0 9 ~ 

11· 1 10 5 
7·7 11·4 
2·7 9· 1 
3·7 9·0 
5·3 9·0 
8·0 9·' 
7·9 10·1 
7·8 9·6 

*Gross Profits here are prior to interest but after uerr<"ci. 
ation. 
SoURCE :RBI Bull.:tin, July 1983. 



3.22 The figures of gross profits expressed as a 
percentage of sales for the last twelve years indi
cate that the Textile Industr.t is not only a low 
profit industry as compared to All Industry but its 
profitability has also displayed a cyclical pattern. 
These characteristics of the Textile Industry's 
profitability have affected the "plough-back" into 
the industry. 

(ii) IIANDLOO:\'lS 

3.23 The Handloom sector is the largest un
organised economic activity after agriculture and 
provides the maximum employment in rural areas, 
after agriculture. The number of handlooms in 
the country has gradually gone up from about 28 
lakhs in 1951 to about 30 Iakhs at present (this 
does not include domestic non commercial looms 
in the North East whose number is estimated at B 
lakhs). A majority of these handlocms work on 
cotton. while a few also utilise other raw ·mate
rials like silk, wool, art silk and other man-tnade 
fibres. The production of cotton cloth by the 
h "'ndloom sector has increased from a level . of 
about 1240 million metres in 1951 to 2994 :mD.. 
mtrs. in 1983-84. The handlooms also produce 
some blended and non-cotton fabrics, but no reli
able figures of these are available. About 10 
million· people depend either fully or partly on 
handlooms for their livelihood. Besides producing 
coarse and medium categories of cotton cloth on a 
large scale, the Handloom Industry also specia
lises in producing some exquisite fabrics showing 
excellent craftsman-ship. In vi"ew of its signi
ficant contribution to Textile Production and 
taking into account the extent of employment the 
H~ndloom Sector provides in rural areas, it has 
rightly been accorded a preferential treatment in 
our Plannin2. 

3.24 However, because of its decentralised na
ture, no accurate information in regard to the 
actual installed capacity, working capacity, pro
duction, consumption of fibres etc. is available 
and recourse has to be taken to indirect estimation 
of cloth production by the Handloom Sector from 
the deliveries of yam in hank form to the decen
tralised sector. The handloom sector mainly pro
duces dhoties, sarees, lungies, towels, bed-sheets 
and furnishing material. The usage of other fibres 
is comparatively of a much lower rr..agnitude. 

. 3.25 Assistance in a variety of forms and insti
t~tio!lal support is provided through cooperatives 
and corporations. This includes fiscal and other 
JYJC::!sures to the cooperative societies as also non
cooperative units, making available inputs and 
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assisting in processing and marketing of products. 
The majority are still outside· effective coverage. 

(iii) POWERLOOMS 

3.26 The Powerloom sector is of comparatively 
recent origin. Since the 50's the capacity in the· 
powerloom sector increased substantially year 
after year. Partly because .of the ·operational 
advantages enjoyed by the powerloom sector· 
(both legitimate & otherwise) in compa:rison to the 
mill sector and partly because of fiscal concessions, . 
the production capacity in the powerloom sector 
increased substantially and the Govt. had to go on 
regularising the powerlooms from time to time as 
fait accompli. This happened because although .. 
the regulatory measures were there, its. imple
mentation was almost impossible because of the 
decentralised nature of production. In 1958-59, 
a census of powerlooms showed about 45,000 · 
powerlooms in existence. At present there are · 
about 6.5 lakh authorised .looms and· a .sizeable 
number of unauthorised looms. The unauthorised 
growth has taken place without any Govt. pro~ 
tection/assistance. The ·main concentrations of 
powerlooms are at Bhiwandi1 Surat, Malegaon, 
Ichalkaranji, Belgaum, Solapur, Bangalore, Dod
daballapur, Coimbatore, Erode/Salem, Burhanpur 
cle 1 

' 

3.27 This sector also depends upon 't}le rcin sec
tor for its supply of yarn, mainly in the form of 
cones and beams. Because of its decentralised 
nature, direct production statistics are lacking. 
However, figures of yam delivery by the mills in. 
the form of cones and beams converted into cloth · 
can give an indirect estimate of cloth production 
from the powerloom sector. The estimates of 
cloth production from 1978-79 onwards are as 
shown in Table-10. 

TABLE 10 
Cloth Production 

Year Million Metres 

1978-79 3948 
1979-80 3835 
1980 81 4140 
1981·82 4S47 
1982-83 4694 
1983-84 5255. 

SouRCE : Textile Commissioner's Office . 

3.28 From the usage of various fibres, it is seen 
that the powerloom sector is a major producer of 
non-cotton and blended/mixed fibre fabrics. ·This 
sector produces cotton cloth of higher medium, 



fine and super fine categories and mainly specia
lises in production of mulls, voiles, dorias, long
cloth and various man-made fibre fabrics. For the 
proceSsing of man-made fibre fabrics, the goods 
are sent to either Independent Processors or to the 
Mills. Cotton fabrics get processed to a significant 
extent by Hand Processors also. 

3.29 Most of the Powerloom owners are small 
scale operatoz:s, who depend upon the master
weavers/merchants who give them yarn on credit 
and purchase the grey fabrics by paying them 
conversion costs. These small powerloom weavers 
are not entrepreneurs in their own right but are 
only converters. The master weavers/merchants 
get the fabrics processed and sell them in the 
market. 

(iv) COTTON HOSIERY 
3.30 Cotton Hosiery has developed rapidly, 

both for domestic consum,ption and exports. Its 
growth is largely concentrated in some locations 
e.g. Calcutta, Tirupur and Ludhian~. The current 
consumption of hosiery yarn has reached about 
100 million kgs. from 63 million kgs. in 1980. Knit
wear (including woollen hosiery) also accounts for 
20% of total garment exports. 

Man-Made Textiles 

3.31 Most of the units manufacturing various 
fibres and filament yarns for the man-made textile 
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industry have come up during the !ast 15-20 years. 
Details in regard to the number of u·:its and their 
installed capacity are at Table 11. 

TABLE 11 
lin tonne~) 

St. Item 
Lic~n-;cr! ln-;talk.'. 

No. Capac:ty Clp:!city No. of ---
Units (As on 31-12-liJ) 

(I) (2) (3) (~) (5) 

Regular Viscose 2 33 000 8." 000 
2 Modal Fibre 3 53500 1~h70 
3 Acetate fibre 500 800 
4 Viscose filament 8 44490 43385 
5 Acetate filament I 3t>OO 3200 
6 Polyster fibre 9 99.531 38268 
7 Acrylic fibre 2 16000 20000 
8 Polypropylene fibre I 6000 4300 
9 Nylon filament 9 36383 30499 

10 Polyester filament 12 43036 37813 
1 1 Polypropylene fi:ament 9 9000 1000 

Raw Materials 

12 Caprolactam I 20000 20000 
13 D.M.T. 4 129000 30500 
14 Acrylonitrile 24000 24000 
15 M.E.G. 2 23900 23900 

SouRCE : AMFI Bulletin, 1983. 

3.32 During the VII Plan, a further e:\pansion in 
these capacities is expected. The actual produc
tion of various man-made fibre/filan,_ents for the 
various years is shown in Table-12. 

TABLE 12 

Production of Man-Made Fibre/Filament Yarn 

Fibre/Filament 

Regular Viscose 

Staple Fibre (RVSF) 

Modal Viscose 
Fibre 

Total 

Acetate Staple 
Fibre(ASF) 

Polyester Staple 
Fibre(PSF) 

Acrylic . 

Viscose Flament 
Yarn(VFY) 

Acetate Filament 

Nylon Filament 

Polyester Filament Yarn . 
(including Preoriented Yarn) 

SouRCE :Textile Commissioner's Office/AMFI 

1951 1961 

26061 

26061 

2461 21436 

2032 

1971 

60712 

60712 

306 

5739 

36846 

1626 

10303 

~04 

1981 

85639 

8565 

94204 

298 

26754 

1323-J 

40191 

1595 

22103 

147110 

(Figures in tonnes) 

1982 1983 193-l 

49018 6391~ 93756 

3~62 5779 5037 

52-+SO 69693 98793 

331 131 283' 

28119 25833 34701 

16045 14622 203H 

35861 3476~ 330.'5 

1870 1441 1011 

26272 27844 321411 

192-tl 44-403 5]~22 



3.33 There are also about 40 Man-made fibre 
spinning units that have an installed capacity of 
about 3.92 lakh spindles. 

3.34 In the decentralised sector of the rr.an
made Textile Industry, there are about 107 
organised art silk mills with an installed capacity 
of about 11,384 powerlooms, which are covered 
under the !DR Act, 1951. 

3.35 Various man-made fibres are used by the 
cotton textile sector and woollen textile sector for 
the purpose of blending with other fibres. Blended 
yarn is used for the manufacture of man-made 
fibre fabrics, both by the organised sector as also 
by the decentralised sector. Besides, fibres/fila
ment yarns are also under OGL. The pro~uction 
of non-cotton and blended fabrics by the Cotton 
Textile Industry for the various years is as sh?wn 
in Table 13. 

TABLE 13 

Man-Made and Blended Fabrics Production 

(Million Metres) 

Year Mill Sector Decentralised 

1951 13 .• 
1961 2 

1971 149 

1981 ,26 

1982 11-655 

1983 810 

•Excludes Bombay Mills' Data. 

SoURCE :Textile Commissioner's Office. 

Sector 

161 

422 

1072 

2099 

1989 

2095 

Total 

174 

424 I 

1221 

3025 

2644 

2905 

3.36 The consumption of viscose fibre and fila
ment yarn in India, as a proportion of the total 
fibre consumption, was, 9.12% in the year 1970 as 
against 10.29% in recent years. The international 
trends reflect a downward trend in the consump
tion of viscose from 16.5% of the total fibre con
sumption in 1970 to 10.1% in 1982. The durability 
of viscose fibre is less than that of cotton and 
even that of modified viscose/polynosic fibre is 
just about the same as cotton. Moreover, viscose 
fabrics or cotton viscose fabrics with more than 

4-311/85 
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about 10% of viscose are known not to ,have 
dimensional stability. As against these disadvant
ages, viscose has the advantage of easily blending 
with cotton and imparting a lustre to the fabric 
with the result that in some parts of the country,· 
viscose fabrics serve as "the poor man's silk". For 
future development, considering the inherent 
deficiency of viscose fibres in comparison with 
non-cellulosic fibres, it would be advisable to pro
mote the latter by suitable measures., 

Per Capita Availability 

3.37 The per capita availability figures are com
piled by subtracting from production figures the 
exports and then dividing the resultant figure by 
the population. The per capita availability 
figures, however, do not include Hosiery, Khadi, 
Pure silk, Acrylic, Woollen and Polyester-woollen 
fabrics ; nor do they take. into account certain 
other factors like increasing width of cloth, the 
shift towards higher counts of yarn, greater dur
ability of synthetics and blended fabrics etc. The 
detailed statistical position in regard to per capita 
availablity for the last 3 decades is shown in 
Table 14. 

Year 

1951' 

19~1 

1971 

1981 

1982' 

*1983 

• • 
-. . 
• • 

• 

•(Provisional) 

TABLE 14: 

Cotton Non· - Blended/ 
Cotton Mixed 

10·99 

14·74 1·15 

13·56 1·71 9·28 

10·65 2·05- 2·27 

,·85 1·!H 1·79 

10·86 1·85 2·11 

SouRCE : Tex~ile Commissioner's Office. 

Exports 

' 

(In Mtrs.)' 

Total 

10·9!) 

15·19 

15·55 

-14·97 

13·55 

14·12 

~.38 The Textile Industry is one of the lar~est 
foreign exchange earning industries. The ~owth 
of exports- of various c<;~tton textile items since 
1950 can be seen from the Table 15. 
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TABLE 15 

Exports of Cotton Textiles 

Year 

. ,, 
(0) 

1950 
1951 

1961 
1971 
1981 
1982 
1983 
1984 

Mill-made ' 
Cotton cloth 

Q v 
Mn. Sq . 

Mtrs. 
(I) (2) 

9(}4· 54 . NA 
617·49 NA 
484· 70 46· 15 
389·24 66·60 
271·70 156·06 
200·36 137·98 
272·01 173·09 
420·88 276·49 

Cotton Yarn 

Q 

Mn. Kgs. 

(3) 

37·65 
12·25 
7·14 

12·40 
6·65 
5·97 
6·59 
9·70 

v 

(4) 

NA 
NA 

3 ·73 
12·88 
22·50 
27;29 

21· 78 
36·49 

Cotton apparel 

Q v 

(5) (6) 

NA NA 
NA NA 
NA 0·14 
NA 11·77 
NA 483·75 
NA 440·10 
NA 476· 50 
NA 638·33 

(Value in Rs. Crores) I 

Cotton Hosiery Other Cotton Mfrs. i · 
incl. made-up items I 

Q v Q v 

(7) (8) 

NA NA 
·NA NA 
NA 0·14 
NA 0·33 
NA 56·47 
NA 47.33 
NA 63·61 
NA 89·21 

Year Handloom 
Cotton cloth 

Handloom Powerloom Powerloom 
cotton mfrs. cotton cloth Cotton mfrs. 

Q v Q 

M.Mtrs. 

(0) (11) (12) (13) 

1950 NA NA NA 

1951 NA NA NA 

1961 25·92 4·78 NA 

1971 27·74 9·18 NA 

1981 9u·47 83·00 NA 

1982 51·04 66·35 NA 

1983 40·06 51·02 NA 

1984 79·66 96·39 NA 

SouRCE :For figures upto 1980-D.G.C.I. & S., Calcutta. 
For figures from 1981-TEXPROCIL/AEPC. 

3.39 It is observed that the trends in exports are 
particularly encouraging in the case of readymade 
garments. In regard to the exports o£ non-cotton 
textiles, the present quantum of exports is less as 
compared to exports of cotton text~le it~ms. The 
details are as under : 

Exports of Non-Cattcm Textiles 
. · (:Rs. Crores) 

Synthetics 
Natural Silk 
Woollen 
(Excluding band knotted 
pets) 

Total 

car-

SouRCB :Export Promotion Councils. 

1982-83 

51:69 
78·31 
91·01 

227·01 

1983-84 

57·02 
94·47 
63·10 

214·59 

v Q v Q v 
M. Sq. 
Mtrs. 

(14) (15) (16) {17) (18) (19) 

NA NA NA NA NA NA 
NA NA NA NA NA NA 
0·74 NA NA NA NA 60·10 
6·45 6·02 0·78 NA 0·57 126· 34; 

40·20 42·06 16·65 NA 5·50 958·49; 
67·87 54·81 23·64 NA 28·39 919· 60; 
67·74 73·81 23·84 NA 21·00 962·b5 ' 
59· 80 102· 06 55·37 NA 23·06 1333· 03 .· 

The Government of India have taken various 

export promotion measures from time to time b 

increase exports of different types of textiles. 

Woollen Industry 

3.40 The Woollen Industry in India broadly falls 

under two sectors : 

(A) Organised Sector 

(i) Composite Mills; (ii) Commission Combing 

Units; (iii) Worsted and Non-worsted spinning 
units ; (iv) Machine-made carpet manufacturing 

units. 



(B) Decentralised Sector 

(i) Hosiery and Knitting; (ii) Powerloom; (iii) 
Hand-made Carpet ; (iv) Handlooms ; (v) Indepen
dent dyeing houses etc. 

Installed capacity-as on 30-10-1984. 

(a) Wool combing - 26· 34 Mill Kgs. 

{b) Synthetic Combing . 2·27 Mill Kgs. 

(c) Worsted Spindles 3,10,786 

(d) Powerlooms under 
organ;scd sector 2828 

(e) Powerlooms in Back
ward areas 

(f) Machine-made carpet 

342 

8.3 lakh sq. mts. plus2.27 
mill kgs. · 

3.41 The production of woollen items since 
1981-82 to 1983-84 is given in Table 16. 
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TABLE 16 
(Figures in '000) 

Production 1981-82 1982-83 1983-84 

Wool Tops Kgs. 15,300 13,630 14,980. 
Non-Worsted yarn ·Kgs. 47,900 62,120 78,630 
(Woollen and Shoddy) 

Worsted yarn 
Weaving Kgs. 20,020 18,830 19,990 
Hosiery Kgs. 4,130 3,700 3,930 
H. Knitting Kgs. ' 2,750 2,460 2,620. 
Wearable Mts. 65,590. 58,730 62,370 
Non-wearable Kgs. 20,180 30,520 43,42() 
Hosiery Kgs. 3;800 3,400 3,620 

SouRCE :Textile Commissioner's Office. 

3.42 Currently, installation of spindles upto 
2400 under worsted and non-worsted sectors has · 
been delicensed. However; the units have to 
obtain prior permission (letter of Offer) from the 
Office of the Textile Commissioner, Bombay. The 

. total number of spindles registered ·under the 
scheine upto 30-10-1984 is approximately 8 lakh 
spindles. 



CHAPTER IV 

MEASURES FOR RESTRUCTURING OF THE TEXTILE INDUSTRY 

4.1 The Committee is required to study and 
review the present structure of the Textile Indus
try, particularly the relative role a11d efficiency of 
the different sectors of the industry viz., Hand
looms, Powerlooms and the organised mill sector 
with a view to suggesting measures for integrated 
and harmonious development of these sectors for 
augmenting production and availability of textiles 
both for domestic consumption as well as for 
exports. 

4.2 Thinking of the textile industry in an 
integrated form is at present impeded by certain 
compartmentalisations. _Such distinctions which 
bring about a rigidity of structural approach arise 
in two different dimensions. The first set is on 
the basis of physical characteristics, i.e. organised 
mills, powerlooms and handloorns and in the 
second dimension, distinctions are drawn on the 
basis of fibre-use, i.e. cotton textiles, woollen tex
tiles and man-made textiles. 

4.3 In the view of this Committ.ee, the distinc
tions are in part cause and in part effect of the 
pattern of policies pursued in the Textile Sector 
hitherto. Thinking of different segments has 
inhibited the use of technologies and· prevented 
adequate flexibility in production to cater to con
sumer preferences. The policies have also had an 
unforseen and asymmetric impact on different 
sectors, which has led to emergence of several 
vested interests on the one hand and fossilisation 
on the other. The Committee feels that structural 
rigidities are not consiste:nt with the avowed 
objective of an integrat~d textdle policy, viz. to 
produce cloth of appropriate quality at reasonable 
prices both for the domestic market as also for 
exports. In the treatment of the question of 
restructuring, we proceed to analyse the different 
sectors with a view to bringing about an integrat-
ed approach. 

4.4 Spinning, is by and large, in _the. organised 
sector on account of the substantial mvcstment 
needed. A unit of 25,000 spindles. v,rhich is con
sidered as an economical unit, ne~ds an invest
ment of about Rs. 11 crores. A negligible amount 
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of spinning is being done through h md-spinning. 
There are about 300 waste spinning units which 
are supposed to use waste cotton for production cf 
yarn of counts upto 10 and as such 2!"e outside the 
purview of the Textile Control Orders. For about 
six years, till August, 1984, spinning was deli
censed and anyone intending to set up a spinning 
mill was required to obtain a permit, from the 
Textile Commissioner. Permits were kept alive 
by the holders by periodic -renewal by indicating 
"Effective Steps" taken to install the spinning 
unit. The number of spindles covered by such per
mits is approximately 15 million and about one 
million might have been installed. Waste cotton 
nnits. were also permitted to convert themselves 
into regular spinning units under this scheme. 
The policy in regard to delicensing was modified 
by the Govt. in October, 1983 to reshict new per
mits to 'No Industry Districts' and in August, 
1984, it was decided to do away with the delicens
ing scheme, in regard to cotton and artsilk spin
ning units. New units will hereafter have to 
apply for an industrial licence. Permit holders 
under the existing scheme are also required to 
apply for COB Licence. 

4.5 In regard to weaving, there has been a 
freeze on loomage in the organised sector. The 
current loornage is about 2.10 lakh looms. There 
is, however, no restriction on replace:nent of 
looms by more modern and productive looms. In 
this sense there is no freeze on production capa
city. In the powerloom sector, about 6.50 lakhs oi 
looms have been authorised. Besides, a sizeable 
number of looms function without authorisation. 
It has not been possible to check the gro\vth of the 
powerloom sector, although there are statutory 
restrictions to ensure the supply of po,verloo:ns by 
the machinery manufacturers o!'lly to permit 
holders. The State Electricity Boards have also 
been requested not to connect electric supply fer 
unauthorised looms. In prac~ice, these measu:es 
have proved ineffective. 

4.6 In regard to processing, in the organised 
sector, till 198~, there were no resu1cucns on tne 
total quantity that could be processed and \Vhile 



the milis were required to take the permission of 
the Textile Commissioner for processing cloth 
from outside, this permission was freely granted. 
In 1982, it was decided to endorse the processing 
capacity on the Industrial Licence of the mills on 
the basis of the maximum capacity reached in any 
year for the three years prior to 31-3-1978. There 
are also a number of independent power proces
sors, in regard to whom only general restrictions 
under the IDR Act apply. There was no ceiling 
on their processing capacity. Besides, there are a 
large number of hand processors in centres like 
Jethpur, Pali, Jaipur, Dombiva1i, etc. A large 
number of them are small processors processing 
about 15,000 metres of cloth per day and are 
largely dependent on intermediaries for th~ir 
business. Some are however, substantially large 
with fabric through-put 1)£ several lakhs of 
metres per day. These units escape duty by not 
using steam or power for bleaching and using 
heat from coal or gas for processes such as stenter
ing, calendering, etc. 

4.7 The Committee appointed by the Govern
ment in the year 1952 under the Chairmanship of 
Shri Kanungo to make a detailed enquiry into the 
various sectors of the Cotton Textile Industry 
v.i th a view to determining the place of each in 
the National Economy, recommended the gradual 
conversion of handlooms into powerlooms. How
ever effort.s made to provide powerlooms to 

' . convert handloom have not guc~eded and only a 
few of the new powerlooms have been set up by 
handloom weavers. The progress made in regard 
to the provision of powerlooms for Handloom 
Weavers' Cooperative Societies under the Plan has 
also not been satisfactory due to several reasons. 

4.8 The vast growth of powerlooms has been 
due to certain advantages which they have enjoy
ed vis-a-vis the composite mills. These are low· 
wages, low fiscal levies on yarn, absence of levy 
on grey fabrics which are the only products of the 
powerlooms, wholesale evasion of protec~ive 
labour legislation, low overheads, low reqmre
ments of working capital and flexibility in chang
ing the product-mix to suit market demands, etc. 
As against this, it must be rec0gnised that th~re 
are also certain advantages with the composite 
mills. For instance, the yarn cost~ to· the power
looms are about 8% higher than for the cqmposite 
mills. The composite mills also have the adv~nt.
age of much higher level of te~hnolog1cal 
capabilities and marketing strength With reputed 
brand names established in the market. and better 
quality control. On balance, however, the advan-
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tage was distinctly with the powerlooms so far as 
the production ot cotton fabrics is ·concerned,. 
That this advantage has put the composite mills 
in some difficulty cannot be gainsaid. In any 
policy calculated to restore health to the textile 
industry, it would be necessary to approximately 
equalise the advantages and dis.ad:vantage~ of 
these two sectors and the Committee has attempt-· 
ed to do this through its reco~mendations; 

4.9 The Cormnittee is of the view ,that it would 
be more appropriate to view the Textile Industry 
in terms of its stages of manufacturing process 
viz. Spinning, Weaving and Processing. Asmen
tioned in Para 4.3 it should not be viewed in terms 
of sub-sectors of the Textile Industry or fibre use. 
This approach would imply that any distinction 
between mills and powerlooms or between mill 
processing and independent 'power-processing 
would be eliminated. In a,ddition, the industry 
as a whole should be provided with greater 
flexibility in the. use of various fibres so that it 
can adapt its production pattern to the changing 
consm;ner preferences in the domestic and ex:p~rt 
.markets. · · · · · 

4.10 Within the Textile Industry, the Handloom 
sector is responsible for a considerable proportion 
of fabric production and a preponderali.t inajority 
of those employed in the Textile Industry depend 
on Handlooms for their livelihood. Handlooms 
being dispersed in the rural areas of the ccnmtry, 
are able to provide employ:ffient at or near the 
places of living of these people. Besides,. ·Hand
looms have been successful in preserving tradi· 
tional designs and skills which have a world-wide 
repute. Consequently, in any scheme of re• 
structuring, the distinctive role of the Handloom 
Sector will have to be adequately taken care of. 
The Khadi Sector (Hand-Spinning and H~nd 
Weaving) has also a special place in' the restruc
turing scheme in view of the large employment 
potential. A large nUlll(ber of rural women de
pend on hand-spinning for · their livelihood. . In 
the area of processing too, a large number of 
persons in this sector are small hand-processors 
and this sector · also contributes to increased 
employment. The needs cf the Khadi Sector and 
the Small hand-processing sec.:tor also deserve 
special consideration. · . 

4.11 We have also noted that, both in spinning 
and weaving, the present capacity in the country 
is excessive and to some extent this would be true 
of processing also. There is, ~~erefore, no :case for 
active encouragement to p.dditlonal capacity crea· 
tion in spinning, weaving or processing. On the 



other hand, if there were a freeze, the existing 
'units tend to get fossilised and would not be 
exposed to competition from innovative new 
entrants. There should, therefore, be no barrier 
to entry of new firms but only on normal com
mercial terms without any concessions. The Banks 
and Financial Institutions would have to exercise 
their prudent c~bercial jud~ement concerning 
the viability of such units while deciding their 
applications for terms loans and workng capital. 

4.12 Just as there should be no barriers to entry 
of new finns, there should be no barriers to exit 
of any of the existing units from any of the 
activities of spinning, weaving or processing that 
they may be engaged in. However, since such an 
exit would lead to workers being retrenched, it is 
necessary that the closure (partial or total) of a 
unit be negotiated with the· representatives of 
the workers and adequate retrenchment benefits 
be provided to the displaced workers. Failure to 
discontinue in time of an unviable part of a unit 
may well lead to the entire unit becoming un
viable with larger unemployment implications. 
This is an aspect that both the management and 
the labour would need to keep in mind. 

4.13 Although freedo~ of entry, which has been 
suggested, would imply that Industrial License 
would not be refused on grounds of excess capa
city, this would of course be subject to the other 
industrial regulations such as the !DR Act, MRTP 
Act, FERA regulations and also to any restrictions 
that may be imposed on new units coming up in 
urban and industrial areas. 

4.14 While the powerlooms have come up as an 
household industry, they have come up in con-

. centrations in towns like Surat, Bhiwandi, Erode, 
etc. This may be on account of advantages in 
regard to obtaining yarn, credit facilities . and 
marketing. While no general ban on new power
looms is recommended, it is necessary that the 
State Governments take steps to regulate their 
growth and bring about a proper dispersal of 
powerlooms by suitable incentives and disincen
tives as also take effective steps to prevent 
malpractices. 

4.15 In the interest of protection of the Hand
loom sector, it is very important that the Central 
Government and State Governments should take 
all necessary steps to enforce the provisions of 
the Handloom Reservation Ad. 

4.16 Currently, in the. Industrial Licences of 
. the mills, the capacity in regard to spinning or 
weaving is expressed in terms of spindles/rotors 
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or looms as the case may be. However, in regard 
to processing, the capacity is expressed in terms 
of kgs. of yarns and/or metres of cloth on the 
basis of maximum processing done in a year dur
ing the 3 years preceding 31-3-1978. The Com
mittee recommends that while there need be no 
capacity constraints on processing, the endorse
ment of processing capacity may be made having 
regard to the maximum processing capacity of 
the machines installed, rather than processing 
actually done in the past .. 

4.17 Spinning, Weaving and Processing are 
regulated by the provisions of I(D&R) Act, 1951 
and the various Control Orders issued under the 
Essential Commodities Act, 1955. The Textile 
Industry is included at Entry 23. of the First 
Schedule to the I(D&R) Act, 1931. The relevant 
sub entries of the said Entry read as under:-

"23. Textiles (including those dyed, printed or 
otherwise processed) ; 

(1) made wholly or in part of cotton, including 
cotton yarn, hosiery and rope ; 

(2) made wholly or in part of jute, including 
jute twine and rope ; 

(3) made wholly or in part of wool including 
wool tops, woollen yarn, hosiery, carpet 
and druggets ; . 

( 4) made wholly or in part of silk, including 
silk yarn and hosiery ; 

(5) made wholly or in part of synthetic, arti
ficial (man-made) fibres including yarn 
and hosiery of such fibres. 

4.18 By a Notification under the Cotton Tex
tiles C<;mtrol Order, 1948 which itself has been 
issued by the Government of India under the 
Essential Commodities Act1 the Textile Commis
sioner has prohibited composite cotton textile 
mills fro!l1! using art silk yarn in the warp of any 
cloth. There is a minor exception to this general 
rule, permitting artificial silk yarn of non-gold 
coloured variety in the warp of the border of 
sarees. By another Notification, the restriction 
on the use of artificial silk yarn in the \Varp of 
a cloth has been relaxed, in regard to manufac
turers who themselves spin art slik yarn. The 
net outcome is that cotton composite mills 
cannot use filament yarn in the warp. This re
striction was originally imposed to ensure the 
availability of viscose filament yarn to the hand
loom sector. However, even when Nylon and 
Polyester Filament yarns became increasingly 



available and fabrics made out. of these enjoyed 
a consumer preference, the restriction came in 
the way of cotton textile mills having a wider 
option in regard to their product-mix. With the 
recent development of texturising of filament 
yarns which enable the yarns to 'breathe',· the 
appeal of filament yarn fabrics and apparel made 
of such yarn is likely to increase. 

4.19 The Committee is of the view that there 
is no justification for the present restrictions on 
the use of filament yarn in the warp by Cotton 
Textile Mills. In respect of handlooms using 
viscose filament yarn, if necessary, suitable steps 
should be devised to ensure availability. 

Entries 23(1) and 23(5) of the first schedule to 
the IDR Act may be merged and pending such 
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merger endorsement may be freely given on the 
licences to cover both the sub-entries. 

4.20 The Committee also considered whether 
_the sub-entries (1), (3) and (5) may b~ merged 
together. Currently there are certain restric-· 
tions·aboufl the extent of wool that can be used 
in the fabrics produced by: the cotton or artsilk 
units. These restrictions are meant to help the 
woollen mills which, in terms of loomage, are 
relatively small compared to either the cotton 
mills or the large artsilk mills. An immediate. 
removal of the restrictrl.on on the extent of wool 
that can be used by cotton an~ art silk _mills 
might put the health of the woollen mills in 
jeopardy. In view of this such restrictions may 
be phased out gradually so that in the meantime~ 
the woollen mills are able to improve their com-. 
petitive strength. 



CHAPTER V 

FISCAL AND TRADE POLICIES WITH REFERENCE TO 
THE TEXTILE INDUSTRY* 

5.1 By the Second Term of Reference of the 
Committee, the Committee has been asked to 
examine the existing Industrial Licensing, Fiscal 
and Trade Policies with reference to the Textile 
Industry and suggest necessary changes for 
modernisation and growth in the industry. 

5.2 The Committee believes that the impact of 
industrial policies, fiscal policies or trade policies 
on the textile industry should not be s~en in a 
compartmentalised manner in isolation from each 
other. While each of these policies have discer
iti.ble consequences, it is the overall impact of 
industrial policies, fiscal policies and trade poli
cies, taken together, that needs to be recognised. 
For instance, the regime of industrial policies has 
led to a situation where uneconomic capacities 
have been licensed or capacities have been fro
zen, as a consequence of which competition bet
ween firms has been limited, and there has been 
little incentive or pressure to reduce costs of 
production. The structure of fiscal levies, manifest 
in excise duties and custom duties, has exacer
bated the problem, by · further escalating the 
costs of both inputs and outputs. At the same 
time, the structure of tariffs on imports has not 
been harmonised with the import licensing 
system embodied in trade policies. The conse
quences of these policies taken together has been 
to push up domestic prices of textiles and in 
several synthetic or blended fabrics domesfic 
prices are much higher than .world prices. In 
order to attain the objective of making available 
cloth at reasonable prices, it would be necessary 
to restructure the package of policies across the 
board in an integrated and programmed manr:er, 
so as to reduce the costs of producers and the 
prices for the consumers. For this purpose, indus
trial policies, fiscal policies . a.nd trade policies 
should run in tandem rather than work at cross 
purposes. A time-bound programme _for the re
structuring of these polici~s, which would be cons
tituted by a series of sitylultaneous steps should 
aim to increase the degree of competition among 
firms in the textile industry, created an environ
ment that would be conducive to bring about a 
reduction in the costs of production and hence 

make it possible to provide cloth at much more 
reasonable prices for the consumer. Towards this 
objective, the steps necessary in the sphere of 
industrial -policies have been outlined in an ear
lier chapter, and a rationalisation of fiscal policies 
and trade po1icies is suggested in this chapter. 

Rationalisation of duty structure 

5.3 The Textile Industry contributes almost 
Rs. 1700 crores by way of Excise revenue which 
is nearly 15 'per cent of the total Excise revenue 
of the country. Out of this Rs. 1700 crores, cotton 
yarn contributes Rs. 106.70 crores while cotton 
fabrics contribute Rs. 152.49 crores (including 
handloom cess leviable on cotton fabrics). The 
yarn is produced in a limited number of spinning 
mills. A substantial portion of cotton fabrics 
produced by the powerlooms do not have to pay 
any duty either because they are processed by 
hand processors or because their value does not 
exceed Rs. 5 per metre. 

5.4 A progressive system of indirect taxation 
would ordinarily imply that the tax is impoSed 
at the final point of sale at a rate that is atleast 
proportional to the price of the fabric. However, 

, on administrative grounds, there are convenien
ces in levying the whole or a substantial part of 
the duty at the yam stage since the number of 
units from which tax has to be collected is small 
and these are well-organised. At the processing 
stage, the number of units to be handled is very 
large and it is seldom possible to verify the prices 
of fabrics declared since the processor is only a 
converter and is not himself a manufacturer. On 
the other hand, a substantial increase in yarn 
duty, while keeping hank yarn duty free, might 
encourage conversion of hanks to cones which is 
technically possible. The deterrent factor is the 
cost of conversion. If the duty differential were 
substantially higher than the cost of conversion, 
such conversion may be a paying proposition and 
may lead to loss of revenue. Levying the same 
duty on hank yarn and returning collections to 
the handloom weavers as a subsidy is not consi
dered, as yet feasible because of inadequate co
operativisation of handlooms. Development of 

26 



institutional support to Handlooms should be 
expedited to enable duty refund after duty is 
imposed on. hank to prevent risk of diversion. 
Keeping all these facts in mind, there is a case 
for shifting a substantial part of the fabrics duty 
in stages to yarn. The Committee notes that the 
Government has, in the recent Budget taken a 
step in this direction by increasing the yarn duty 
and reducing the duty payable on fabrics corres
pondingly. 

5.5 While hank yarn is exempt from excise 
duty, d'mble hank cross reel yarn (DHCR) is not 
so exempt. However, the duty on DHCR yarn is 
chargeable at a reduced rate when such yarn is 
purchased by a Registered Handloom Co-opera
tive Society or by an organisation set up or 
approved by Government for the development of 
handlooms and payment for such yarn are made 
by cheque drawn by the cooperative society or 
organisation on its own bank account. The Com
mittee is given to understand that DHCR yirrn 
is used by handlooms mainly in Maharashttq., 
Uttar Pradesh and West Bengal arid that, for 
the mills, the conversion cost from cone to D1ICR 
yarn is less and consequently there is a higher 
productivity. A limited amount of DHCR yarn 
(mainly coloured yarn) is used oy powerloom 
weavers. However, considering that DHCR yarn 
is predominantly used by handloom weavers, the 
Committee would recommend that DHCR yarn 
may be exempted from duty without the stipu
lations that are currently made.·· 

5.6 Since the Committee has already recom
mended that the power operated weaving and 
processing sectors, whether in the mill or in inde
pendent powerlooms/power processors, be treated 
as one, there is no need to have a distinction 
between duties on fabrics processed by mills or 
those processed by independent power processors. 
The recent Budget has already brought this about 
by equalising the duties on processed fabrics, 
whether processed by independent processors or 
mills. There are complaints of rampant duty 
evasion by power processors. There is need for 
tightening the duty collection mechanism. How
ever, the existing concessions available for the 
processing of handloom fabrics may continue. 

5.7 Hand processors of cotton fabrics who do 
bleaching with the aid of machines are not sub
jected to any duty, if the quantity cleared in the 
previous year does not exceed 36 lakh sq.· metres 
and in the relevant year 15,000 sq. metres per 
day. No duty is also leviable on the process of 
printing with the aid of machines other than 
''Screen Printing on fixed tables with the aid' 

S-311/il5 
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of heated oil circulated by pump operated by 
manual or animal labour". Besides, processing 
done without the aid of power or steam is totally 
free from duty and the quantity of cotton fabrics 
subjected to the process of bleaching and used 
within the. factory in which_ such fabrics are so 
bleached for the purpose of printing (either aft.er 
such bleaching or after subjecting them to any 
further process) is outside the limit of 36 lakh sq. 
metres in the previous year or 15,000 sq. metres 
in the relevant year. These provisions.have led 
to a number of large scale hand processors re
sorting to the so called cold bleaching process 
which does not need power or steam and subse
quently printing' such bleached fabrics. The duty 
c::mcession given were meant initially for small 
processors but were also availed of by large pro
cessors. This does not seem justifiable .. Duty 
exemption for hand processing may ne restricted 
to such processors who cleared upto 36 .lakh sq. 
metres in the previous year and process upto 
15,000 sq. metres per day in the relevant year an.d 
the units processing in excess may be taxed at 
the same rates as power processing in respect of 
the entire processing done. 

5.8 Table-17 gives the Sixth. Plan ProjeCtions 
for· the requirement of man-made fibres and'fila
ment yarns, estimated indigeoous production and 
imports in the end year of the Plan and the pro
jections for the end year of the Seventh J;>lan 
made by the Worl~ing Gr9'!1P 9cms~ituted by the 
Planning Commission for the deyelopment of the 
Textile industry in the Seventh· Five Year Plan 
period. 

Sl. Fibre/Filament 
No. yarn 

TABLE 17 ,_: 

Projtc
tion of 
require
ments 
by 84/85 

(In metric tonnes) 

Estima- Imports Projec- · 
ted do- in the tions 
mestic , end year made for 
prod uc- of the the end 

tion 6th Plan year of 
84/85 the 7th 

Plan 
89-90 

Viscose Staple 1,11,830 94,793 11,567 1,36,000 
Fibre 

2 Acetate Fibre . 263 · 770 
3 Modified Viscose 5,310 2,443 28,000 

Fibre 
4 Polyester Staple 82,100 38,994 2,008 1,69,000 

Fibre 
5 Acrylic Fibre 20,923 824 97,00) 
6 Polypropylene 5,000 

Fibre 
7 ViscoSt. Filament 47,368 32,619 777 43,000 

yarn 
8 Acetate Fil. yarn 
9 Nylon Fil. yarn 

10 Polyester Fil. yarn 

704 
37,040 32,258 
27,~50' 54.~09 

319 
509 

1,274 

1,600 
<59,000 
78,000 

SouRCE : 7th Plan Working Group Report/Textile Commis
sioner's Office/AMFl 



5.9 There is a definite increasing trend in the 
consumption of synthetic and blended fabrics. 
Internationally, the consumption of non-cellulosic 
fibres and filament yarns has gone up from 22.1% 
in 1970 to over 35% in 1979 and thereafter, while 
the consumption. of cellulosic filament/staple has 
gone down from 16.5'% in 1970 to 10.1% in 1982. 
During the co~responding period, the consumption 

- of non-cellulosic filaments/staples in India went 
up from 1.64% to 7.11% of the total fibre con~ 
sumption. The consumption of cellulosic filament/ 
staple stood at 10.19% in 1980. The consumption 
of synthetic fabrics and blended fabrics continues 
to increase. Fabrics made of non-cellulosic fibres/ 
filament yarn and blended fabrics containing 
them in adequate proportion have the advantage 
of durability and also easy care property. While 
our consumption of non-cellulosic fibres and fila
ment yarns, . as a proportion of our total fibre 
consumption, is considerably. below the interna
tional level, it would be reasonable to expect a 
significant increase in the consumption, if the 
prices of such fabrics were to come down. 

5.10 In the world markets, there are no signi
ficant differences in prices between cotton, viscose 
and non cellulosic fibres and filament yarns as 
witnessed by the figures given in the table-18. 

TAELE 18 

Statement showing Indian and International 
prices of Fibres/Filament Yarns 

SI. Indian Prices Jnternationa I 
No. Particulars (Rs. per Kg.) Prices(CIF) 

(Rs. per Kg.) 

1 COTTON 

2 

3 

4 

·(a) 20s Count 14·76 17·48 
(Rs. 5255 per ( 62 cents per 

candy) lb. or R'l. 6222 
per candy) 

(b) 301 Count 15·47 15·79 
(Rs. 5507 per (56 cents per 

candy) lb. or Rs. 5620 
per candy) 

(c) 40s Count 15.96 17.19 
(Rs. 5682 per (61 cents per 

candy) lb. or Rs. 6121 
per candy) 

Viscose staple fibre 23·75 13·04 
(1.5-D) (S 1· 055 per kg.) 

Polyester staple fibre 93·28 16.91 
(1·5-D) ($ I· 363 per kg.) 

Polyester filament yarn 192.00 44·25 
(76-D) (S3· 58 per kg.) 

SoURCE : Textile Commissioner's Office (C.I.F .. c<'tton 
prices are from Cotton Outlook, CIF prrces of 
VSF, PSF, PFY, and are wt. ave. of conrracrs 
regd. in Jan. '85). 
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5.11 As against the international price of $ 3.53 
per Kg. of PFY (76 deniers), the Indian price is~ 
Rs. 192. The corresponding figures of PSF are 
$ 1.368 per kg. and Rs. 93.28 per kg. The reasons 
for the considerably higher Indian prices are the 
indigenous cost of production of intermediate 
inputs, import duty on imported inputs needed 
to supplement the indigenous availability, higher 
costs of manufacture of fibre/fllament yarns on 
account of lack of economies of scale and Excise 
duties on fibres and filament yarns. The fabric 
duty on polyester cotton, blended or mixed fab
rics costing less than Rs. 25.00 per metre was 
brought down from a level of 7.72;-;. ad-valorem 

. to 2% ad-valorem in the 1984-85 budget. However, 
to bring down the fabric prices considerably, an 
attack on all the fronts mentioned above would 
be needed. The possibility of realising economies 
of scale in the manufacture of intermediates such 
as caprolactam, DMT, MEG, TPA and Acrylo4 
nitrile should be explored either by expanding 
capacities in the existing units or while licensing 
new units. Since this process may take some time 
before there is any result, the Committee would 
recommend reduction of import duty on inter
mediate inputs which are required to be imported 
to supplement the domestic production. Suitable 
provision may be made in the import policy to 
protect the legitimate interest of domestic prO
ducers. 

5.12 Similarly, while licensing new capaciti.e5 
for the manufacture of non-cellulo~ic fibres/ 
filament yarns, it is necessary to benefit fr'Jm th~ 
economies of scale. This needs to be borne in 
mind when existing manufacturers seek to re
place their present equipment and, in any event. 
new units should be invariably of economic size. 

5.13 Since the indigenous production of syn
thetic fibres and filaments \Viii be increasing 
substantially in the Seventh Plan period. a suffi
cient reduction of duty should be effected in the 
immediate future so as to ensure a reduction i.:1 
the cost of these inputs and absorption of domes
tic production. Action in this area should be 
guided by the needs of Textile Policy rather th-~n _ 
by revenue considerations alone. 

5.14 Monopoly profits accruing to indigeno~.,~ 
manufacturers of synthetic fibres and filarr.en: 
yarn should be reduced by a suitable reducti_: 
in duties on competitive imports. The reduct~,'' 
in prices of synthetic/blended fabrics can uL;o ~-, 
expected to reduce the extent of in'ports. I .. 's-' 
(by way of pcrmbsible pc;:s,-nal bag6~1:;e 1 - c· 



otherwise of synthetic textiles of foreign origin. 
•>uch imports have acquired substantial propor-
ions. 

5.15 The level of e'xcise and import duties on 
10n-cellulosic fibres/filament yarns need to 'De 
Jrought down significantly in the first instance 
md further reduction effected over a period of 
.ime in such a manner that the benefit of such 
·eduction flows to the consumer. 

5.16 The Committee recognises that cotton will 
~ontinue to be our primary fibre in the textile 
ndustry. Besides there is a considerable poten
Jal for the export of cotton and cotton manu
~actures which need• to be exploited. The 
:::!ommittee does not consider it very likely that 
a reduction in prices of synthetic/blended fabrics 
will have an adverse effect on the cotton economy. 
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·However, it would be possible to ensure and U1e 
Government should guaranttee the off take by 
effecting price support operations to the extent·. 
necessary. Utilisation of surpluses should be 
possible in view of higher domestic co~sumption 
and utilisation of export window in respect of 
cotton and cotton manufactures. 

5.17 As noted in an earlier Chapter, India has 
developed a substantial Textile Machinery Indus
try. The Indian Textile Machinery Industry is 
able to cater to practically the entire require
ments of conventional machinery needed by the 
cotton textile industry. The machin~ry manufac
turers have also developed their own R & D or 
entered into collaboration with foreign manufac
turers for the manufacture of sophisticated 
machines. The manufacture of such machines 
necessitates a considerable amount of import of 
components and special steels etc. The current 

levels of duties on components, special steels etc. 
contribute to an increase in the final price of the 
machinery. To bring down the prices, the follow
ing recommendations are m~de. 

5.18 Currently, when an indigenously manufac
tured component covered by TI 68 of the Central 
Excise Schedule is incorporated in an item of 
machinery, a set off is available for the duty paid 
on such a component against the duty payable 'on 
the machinery manufactured. If components 
were imported, no set off of the import duty paid 
is available. 'To bring down the prices of textile 
machinery of recent technology, the Committee 
would urge that.. a scheme be eVolved to make 
available such set off. 

5.19 In order to make the domestically manu. 
factured capital goods for the textile industry 
priced more competitively, it is necessary to 
lower the import tariffs of components, special 
steels etc. that go into the manufacture of textile 
machinery. The types of machinery for such 
concession would vary from time to time. There 
should, .therefore, be a periodic review to deter· 
mine the items of eligible machinery. If in .the 
initial stages of domestic manufacture ,of sophis
ticated machinery the indigenous· manufacturers 
seek for clearance for a high level of import 
content, this might not be objected to. 

5.20 To facilitate the objective of modernisation 
and technological upgradation at low cost, the 
Committee would suggest that the import of 
capital goods for the Textile Industry as iilso for 
the Textile Machinery Maoofacturing Sector on 
OGL should be subject to nominal tariffs in so far 
as there is no domestic production of such capital 
goods. · 

•Since recomm:ndations in this Chapter related directly to a sensitive operational area in the realm of his official fuu.c
tion. Dr. Blm11 Jalan ab~tained from joining in the recommendations contained in this Chapter. 



CHAPTER VI 

CONTROLS AND REGULATIONS 

6.1 The Committee has already dealt \Vith, in 
the context of restructuring of the industry, in 
Chapter IV, the question of the division of the 
Textile Industry, according to fibre use under 
Entry 23 of the First Schedule of the IDRl Act at 
present and has recommended the merger of sub
entries (1) & .(5) and made some related recom
mendations thereon. 

. 6.2 T.he Te'xtile Industry has, p,ve1 th.e last 4 
decade~, been subjected to a variety of controls. 
A numb~r of these controls were originally for
mulat.~d. to deal with conditions . of. shortage. 
Many :of the provisions of the Textile Control 
Orders have been extant for decades and have 
not be~n reviewed earlier. Many of these provi
sions have outlived their. utility. A number of 
them have not been found necessary in adual 
practice. · The Committee .is of the view that only 
those provisions of the Textile Control Orders/ 
Notifications which have been found necessary 
should be continued. 

' 6.3 The Coiton Control Order, 1955 was issued 
under Essential Commodities Act 1955 to ensure 
a fair and adequa.te return to the growers, to 
assist in the maximisation of cotton production; 
to make available cotton to the textile industry 
at reasonable prices and to ensure that the avail
able cotton is distributed equitably. To achieve 
these obje~tives, powers have been given to the 
Textile Commissioner for fixing .maximum/mini
mum prices of cotton, kapas or cotton seed ; to 
control the activities relating to cotton by licence ; 
directing and prohibiting s.ale of cotton or kapas ; 
rendering' assistance for procuring cotton, col
lecting statistical information, to enter and search 
any premises and seize articles, etc. 

6.4 Under the above Control Orders, powers 
have been delegated to the Textile Commissioner 
for fixing prices of cotton, kapas, etc. (Clause 3), 
to issue directions to any person holding any stock 
of cotton or kapas regarding a maximum quantity 

. which may be kept in possession at any time 
(Clause 4A), for directing sale of cotton (Clause 
6), for furnishing samples (Clause 12), for issuing 
direction to gin kapas (Clause 13), for prohibiting 
transport of cotton (Clause 14), for directing and 
prohibiting sale of cotton or kapas (Clause 14A) 
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and to close the booking and transport of cotton 
or kapas (Clause 16). These powers of the Textile 
Commissioner are no more required in the current 
context. As such, the Committee recommend the 
deletion of these provisbm. Simila:ly, tl':ere is 
a restriction on entering ir.to contract for sale 
or purchase of cotton (Clause 4) and there i:; a 
provision for taking assistance fnm Textile 
Commissioner for procuring cctton, kapas. etc., 
(Clause 14B). These provisions are also no more 
required and hence their deletion is recom
mended. 

6.5 Under the Essential Commodities Act. 1955. 
the Cotton Textiles (Control) Order. 1948 (CTCO) 
was issued with a view to provide stimulus to 
and regulate the· creation of additional capacHy 
in the Cotton Textile Industry ; to regulate prices 
and distribution of textiles and to protect the 
handloom and other decentralised sectors apart 
from protecting the consumer's interests. To 
achieve these objectives, powers have been given 
to the Textile Commissioner to regulate acquisi
tion, installation, sales, etc. of powerlooms and 
spindles through a system of permits; restricting 
use of sizing/filling material and use of \vheat 
flour ; reservation of items of production for 
handloom. khadr. hand!craft, handprinting. hand 
processir_g, etc., by prohibijng such items from 
producti:>n by powerlooms, issuing direction for 
packing yarn for handloom sector. restricting the 
processing of outside cloth by composite mills; 
to specify mode of packing of yarn and cloth and 
packing material to be used ; directing produc
tion and packing of controlled varieties of cloth 
for the vulnerable masses ; prescribing channels 
of distrib-:.ltion of such cloth : to fix maximum and 
minimum prices of cloth and yarn and the mark
ings to be made on cloth and yarn. te> regub.te 
stock of cloth and yarn b be held by the man~,
facturers and dealers: to collect informatio!1. 
samples and inspect books of accounts. ap:1rt from 
powers to enter. search and seize: to pro:1ioi: 
dismantling of factory and removal of spare 
parts. etc. 

6.6 The Textile Co:-:lmiss:c'DET h::;s iss~;,~d r..c~i

fications prohil:iti::g pnduction of rcrLlin. \':Jrie
tics of cloth by rm·:~:·1:--':)m i:1 cl·d~r to prot.:'ct t:1e 



handlooms, handicrafts, hand processors hand 
printers, khadi sector, etc. and also for m~intain
ing quality of cloth and yarn in the interest of 

· consumer protection. He has also issued notifica
tio_ns specifying the formula for determining 
pnces of controlled cloth. Other notifications 
issued by him cover fixing the obligation on mills 
to pack yarn in hank form for adequate supply 
to handloom sector, specification of packing and 
the packing materials to be used, markings to be 
made on cloth and yarn, etc. 

6.7 As per Clause 12(3) to Clause 12(5) of the 
CTCO, every powerloom owner is required to 
apply within hundred days from the commence
ment of the Cotton Textiles (Control) Amend
ment Order 1973 to the Textile Commissioner in 
the presc1ibed form for. a registration certificate 
in respect of each powerloom in his possession and 
on receipt of such application, the Textile Com
missioner shall register the powerloom. Since tne 
utility of this Clause is already over, there is no 
necessity to retain this Clause in the said Control 
Order. The Committee, therefore, suggests'-dele
ti-:m of Clause 12(3) to clause 12(5) .along ~ith 
the specified form 'A' and form 'B'. 

I 
6.8 As per Clause 13 of the above said Control 

Order, no person can manufacture or cause to be 
manufactured any cloth other than cloth meant 
for export and not for sale in India containing 
any sizing or filling material or both of any des
cription which exceeds in the aggregate 20% of 
the weight of the cotton in the cloth without prior 
permission in writing from th.e Textile Commis
sioner. Since this restriction is not relevant in 
the current context, it may be deleted. 

6.9 As per Clause 14 of the CTCO, no person 
can use wheat flour for the purpose of sizing or 
filling cloth., This restriction was imposed at the 
time of the war with a view to conserve food 
stuff. In the changed situation this can be deleted. 

6.10 Clause 15 and 16 of the CTCO restrict the 
purchase and disposal of cloth which has oeen 
manufactured in contravention of Clause 13 and 
Clause 14 and empower the Textile Commissioner 
to prescribe the method of test to be carried out 
in finding out the quantum of the sizing material. 
Clauses 13 and 14 are recommended for deletion. 
Consequently Clauses 15 and 16 are also not rele
vant and may be deleted. 

6.11 k; per Clause 20C of the CTCO, composite 
mills cannot undertake or carry out any process
ing vi &I!Y cloth not produced by him ,..,·l.thout the 
prior permission in writing of the Textile Com-
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missioner. While granting permission, the Tex
tile Commissioner has to take into account tiie 
following factors :- . · . · · 

(a) the need to satisfy the demand for pro
cessed cloth from the domestic and export 
markets; · · 

(b) th~ need b satisfy the requirements of the 
Central Governm-ent; ~nd · . 

(c) any other relevant circumstances_; 

and such permissions have never been refused. 
However, it is learnt that the independent pro
cessors in some parts of the country made out a 

· grievance to the Textile Commissioner that their 
livelihood is affected i~ mills were granted per
mission for outside :grocessing. ·.Since there is no 
barrier to ne':V processing .units. coming up for 
processing only outsid~ cloth, the requirements 
of composite mills having to obtain prior permis
sion of the Textile C?mrnissioner. for p~ocessing 
outside cloth should be done away. with. . . 

6.12 As per Clauses 21(1) and 21(2) -of the 
CTCO, no manufacturer of cloth or yarn can sell 
or otherwise dispose of cloth and yarn except in 
packed condition in the· manner indicated under 
the said Clauses. The quantum of . cloth/yarn to 
be packed in each full bale, · thr~e-quarter bale, 
half-bale, quarter bale, etc. has' been specified 
under these clauses. For. statistical purpose, the 
quantity is reported in terms of Kgs. which should 
suffice. The manufacturers should have' the 
liberty of packing of cloth and yarn, as ~r the 
requirement of the market. In view of this, the 
Committee recommends deletion of ClauSe 21(1) 
and 21(2) of the above said order. The Notifica.;. 
tion issued under Clause 21(1) ·by the Textile 
Commissioner may also be', consequently, deleted. 

6.:J.3 As per Clause 21(3)(c) of the above said 
Control Order, no composite mill can pack during 
any month a quantity of yarn less than' 80% of 
the average quantity of yarn packed by it per 

·month during the year 1955. This provision was· 
inserted with a view to have adequate supply of 
yarn. Si~ce · sufficient capacfty in spinning has 
already been created, this provision seems to be 
superfluous. The Committee recommends its 
deletion.· · 

6.14: As per Claus~ 2l(t) ,of, the. CTCQ,, th~:· 
. Textile. 9om¢is~ione:f ~an· prescribe the ·mariner· 

in which. any manufacturer' ~hall pack' cloth. er~ 
yarn in bales. cir pa~kages. . T~~. T-extil~ Co~i;.~. 
sioner has also. issued a 'Notification ,specifying 
the manner ·of packing:a~nd Jhe. type of packing 
material to be used. ·.Since a lot of changes have 



taken place in the use of packing material and 
the packing method, these stipulations are no 
more required. In view of this, Clause 21 ( 4) and 
the Notification may be deleted. 

6.15 As per Clause 22(2) of the CTCO, the State 
Government or an Officer authorised by the State 
Government has power to fix the prices in res
pect of any type of cloth or yarn and specify the 
marking wherever Textil_e Commissioner has not 
specified the same. Since these powers have not 
been exercised by the State Governments, it is 
not necessary • to retain the provisions in the 
Control Order and the same may be deleted. 

6.16 As per Clause 23(2)(i) of the CTCO, no 
manufacturer can · sell or deliver any cloth or 
yarn 'other than such ·classes or specifications 
thereof as are specified in this behalf by tlie 
Textile Commissioner of which the maximum 
ex-factory prices have not been specified or deter
mined 1:..nder Clause 22'. Similarly, as per Clause 
23(2) (iii) of the CTCO, no manufacturer can sell 
or deliver any non-controlled cloth unless he has 
previously sent to the Textile Commissioner a 
sample of such cloth of the dimension of 15 ems. 
by 15 ems. together with true and accurate infor
mation~ "in such forms and in such manner as 
may be specified by the Textile Commissioner 
in this behalf about the manufacturing parti
culars thereof". Since these restrictions are no 
more required in the current context, they may 
be deleted. 

6.17 As per Clause 23(3) of the CTCO, no person 
shall use sewing thread or sewing thread yarn 
in the manufacture of cloth. This restriction is 
also not now relevant and may be deleted. 

6.18 As per Clause 24(2) of the CTCO, every 
sale by a dealer except to a consumer of cloth 
or yarn of which the maximum prices have been 
specified or determined under Clause 22 shall be 
at a price either f.o.b. station of despatch or ex
godown of storage, at the buyer's option ; pro
vided that the commission of the commission 
agent shall be paid by the buyer. Similarly, as 
per clause 24(3), no person acting as a commis
iion agent in respect of. sale of cloth or yarn to 
which Clause 24(2) applies shall receive a com
mission which exceeds half per cent of the 
maximum price of the doth or yarn, the s~bject 
matter of such sale. Since these matters are to 
be decided between the buyers and the sellers, 
the restriction contained in these clauses are not 
necessary in the current context. In view of this, 

·Clause 24(2) and 24:(3): may be deleted. 
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6.19 As per Clause 24( 4) of the above said 
Control Order, the Textile Coommissioner may, 
by notification, in the Official Gazette, provide 
for the giving of a cash memorandum by an.y 
manufacturer or dealer in respect of any sale 
transaction and for the particulars to be con
tained in any such memorandum. Since no 
notification has been issued by the Textile Com
missioner in this regard, Clause 24(4) may be 
deleted. 

6.20 As per Clause 24(5) of the said Control 
Order, no manufacturer or dealer shall, without 
sufficient cause refuse to sell cloth or yam to 
any person. Since there is no shortage of cloth 
or yarn, there may not be an· occasion to refuse 
sale of cloth or yarn and, in view of this, Clause 
24(5) may be deleted. 

6.21 As per Clause 25 of the above said Order, 
the Textile Commissioner has power to issue 
direction in respect of keeping stock of cloth or 
yarn at any time by the manufacturer or dealer. 
No direction has been issued in the recent past 
and as such Clause 25 may be deleted. 

6.22 As per Clause 37 of the above said order, 
any court, trying contravention of a_ny of the 
provisions of the order, may direct that any 
article or articles, in respect of which it is satis
fied that the order has been contravened, shall 
be forfeited to "His Majesty". Presumably some 
general amendment must have been made by 
the Government to replace expression like "His 
Majesty", 'Crown', etc. Needless to add, while 
re-issuing the Control Order, the change may be 
effected in the order itself. 

6.23 The Textile Commissioner has issued 
Notification under Clause 20 of the CTCO pro
hibiting production of certain items of cloth on 
powerlooms in order to protect the Handloom 
Sector. Reservation of items for production by 
handlooms have been made, based on the recom
mendations of various High-Powered Study 
Teams in the past. After initiation of necessary 
action under the recently enacted Handloom 
Reservation of Articles Act, the reservation pro
visions made under the Cotton Textile Contml 
Order would become redundant and may be 
deleted. 

6.24 The Textile Commissioner has issued a 
Notification under Clause 20 of the CTCO by 
which the following directions have been ig. 
sued-

(a) Production of dhoti or saree in excesa; of 
120% of the quantum of dhoti or saree, as 



the case may be, produced by composite 
mills during the year 1963 or 1965 or 1966, 
has been prohibited. This restriction was 
imposed with effect from 1-1-1972 for pro
tecting handlooms. However, this restric
tion is not applicable to production for 
export and controlled dhoti and saree. 

(b) Composite mills are prohibited from dye
ing in standard olive green shade (scamie 
emblem 314) or any shade closely resembl
ing it, other than for supply to Government. 
This is a requirement of defence. 

(c) Piece-dyeing of poplins, mulls, voiles and 
dorias which is not fast to washing is 
prohibited for composite mills. This is 
a quality control measure for consumer 
protection. 

(d) Use of any coloured yarn which is not 
dyed in fast-to-bleach shade in the border · 
of the dhoti or saree is prohibited for com
posite mills and processors. This is also 
a quality control measure for ·~onsumer 
protection. 

(e) A manufacturer is prohibited from Dyeing 
or finishing of cloth meant for making 
umbrella, unless he dyes it himself with 
the prescribed dyes. There is quality im
provement in dyeing and finishing of 
umbrella cloth. Moreover, umbrella cloth 
is now made out of artsilk also. In view 
of this, it is sugg~sted to remove this res
triction. 

(f) Printing of saree, bed spread, bed cover 
and table cover produced on powerloom 
with heading or border is prohibited. This 
restriction is intended for protection of 
hand printing industry in the Decentralised 
Sector. 

(g) Use of artificial silk yarn by composite 
mills in the warp of any cloth other than 
yam manufactured by him is prohibited. 
In view of the recommendation made in 
Chapter IV of this report concerning fibre 
flexibility and merger of sub-entries 23(1) 
and 23 ( 5) of the First Schedule to the IDR 
Act, this restriction may be removed. 

(h) Production of controlled varieties of cloth 
should be as per the specifications. 

(i) Production of controlled cloth without the 
permission of the Textile Commissioner is 
prohibited. This is with a view to safe
guard the misuse cf controlled cloth. 
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(j) The producer should include 2 coloured 
thread warpwise all through the length and 
adjacent to one of the selvedges of certain 
varieties of controlled cloth. This shade 
should not be inserted· in non-controlled 
cloth. This is with a view to distinguish 
controlled cloth from non-controlled cloth. 

(k) Production of reverse twist yarn for sale 
without the permission of the Textile Com
missioner is prohibited.. This restriction 
was imposed from 1-7-1950 with a view to 
protect khadi industry. 

(1) No manufacturer, having an embroidery 
machine, can undertake or · carry out the 
following type of embroidery with the help 
of an embroidery machine without . the 
prior permission of the Textile Commis
sioner :-
(i) Kasida work and ruffugiri; 

(ii) Chikankari ; 
(iii) Phulkari. 

This restriction was perhaps imposed to protect 
the hand-embroidery sector. The Committee 
could not assess the views of the hand-embroi
dery sector · and would therefore, suggest the 
retention of the provision· ,unless it appears to 
Government that. the sector does not need any 
special protection. 

Except restrictions at item (e) and. (g), all 
other restrictions may be retained. . 

6.25 With a view to protecting handlooms/ 
hand processors, the Textile Commissioner has 
issued a Notification under Clause 20 of the Cot .. 
ton Textiles Control Order 1948 by which power 
processors are prohibited from piece dyeing of 
dhoti and saree manufactured on powerlooms. 
Similarly, power processors are prohibited from 
printing of saree, bed spread, bed cover and table 
cover produced on powerlooms with a heading or 
border in order to protect hand-printers. Since 
these restrictions are meant for protecting hand 
processors/handlooms/hand printers, it is recom
mended to retain the restriction. 

6.26 The Textile Commissioner has issued 
Notification under Clause 22 of the CTCO 1948 
specifying prices of controlled cloth packed ~dter 
30-9-1966. Since this is no more relevant, it may 
be deleted. 

6.27 The Textile Commissioner has issued N oti
fication under Clause 22 of the CTCO presCribing 
formulae for calculating prices of controlled 
cloth. Since the very scheme of controlled cloth 



and the price calculation has undergone a lot of 
changes, it· is recommended to replace this Noti
fication with a. fresh Notification covering the 
aspects relevanf to the present scheme. 

6. 28 The T~xtile Commissioner has issued the 
following Notifications under Clause 20 ~nd 21A 
of the CTCO 1948 specifying the quantums of 
obligation of controped cloth :-

1. CER~22/74 dated 3-4-1974 

2. CER/23/74 dated 3-4-1974 
' • . ! 

3. CER/23/74 dated 5-4-1974 

4. CER/22/74 dated 21-6-1974 

5. CER/22/74 dated 26-6-1974 

Since the· Notifications are not relevant to the 
present scheme of controlled cloth, the above 
five Notifications may be deleted; 

6.29 The Textile Commissioner has issued 
Notifications under Clause 22 of the CTCO by 
which he has specified the various mar~ings to 
be made on the cloth and yarn by producers and 
processors. It is recommended to replace these 
Notifications by 'a simple Notification relevant to 
the present day requirements. · 

··-

6.30 By an order 'issued under Clause 30- of the 
CTCO, the Textile Commissioner has restricted 
the sale and delivery of controlled cloth by 
wholesalers._ Since these are not relevant to the 
present system of distribution of controlled cloth, 
this may be deleted. 

6.31 By a Notification issued under Clause 20 
and 21 of the CTCO, the Textile Commissioner 
has fixed obligation on the mills to pack yarn ln 

. hank foFm for civil consumption. This is with a 
view to make adequate supply of yarn to the 
handloom sector. An obligation has been imposed 
on the mills to produce 50 per cent of the yarn 
for civil deliveries in the form of hanks and 85 
per cent of the 50 per cent is required to be in 
counts 40s and below. The Committee under
stands that the Madras High Court has recently 
struck down the hank yarn obligation and that 
the Government has preferred an appeal to the 
Supreme Court against the said decision: While 
the lacunae, lf any, in the existing orders need 
to be removed and provisions made for exempting 
mills who face significant difficulties in regard to 
production and marketing of such yarn, the basic 
rationale of imposing an obligation on the mills 
to produce a proportion of the yarn they market 
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in the form of hanks is undisputed. The Com
mittee would, therefore, recom~end that such 
an obligation may be imposed, after removing 
legal infirmities, if any, in the existing orders. 
Normally, if the mills are required to produce a 
certain quantity of hank yarn, it could be ex
pected that production by mills would conform 
to the market requirements witfwut the need for 
a specific statutory prescription insisting on 85 per 
cent of the production being of yarn of counts 
40s and below. It was however urged on behalf 
of handloom weavers before the Committee that 
without such an insistence, it is conceivable that 
there may be a mis-match between what is pro
duced by the mills and what is needed by the 
handlooms and the possibility of a substantial 
quantity of hank yarn being produced in higher 
counts and subsequently converted into cone 
yarn by powerlooms cannot be ruled out. In view 
of this, the Committee recommends tlie continu
ance of the obligation in regard to the proportions 
of hank yarn· that should be of below 40s counts. 

6.32 The Textile (Production by Powerlooms) 
Control Order, 1956 was issued under the Essen
tial Commodities Act ·1955, and relates to instal
lation of powerlooms producing non-cotton 
fabrics with the objective of arresting the un
authorised growth of powerlooms. To achieve 
this objective, powers have been given to the 
Textile Commissioner for issuing permits for 
acquisition, installation, sale, transfer, etc. of 
powerlooms; to seal the powerlooms installed 
without permission ; to collect information ; to 
inspect of books of accounts, to enter and search 
of any premises and to seize powerlooms, etc. 

6.33 Clause 3 to 5 of the above Control Order 
deal with the registration of the then existing 
powerlooms. Since the registration work of 
powerloom is already over, it is recommended 
that Clause 3 to 5 along with Form-A and Form-E 
connected therewith be deleted. 

6.34 Instead of the system of permits for 
acquisition, installation, sale. transfer. etc. of 
powerlooms, a simple system of compulsory re
porting and automatic registration may be pres
cribed for statistical purposes, so that the person 
who acquired, installed, or disposed of the looms 
reports to the Textile Commissioner after such 
acquisition, installation or disposal. 

6.35 As per Clause 6A of the above said order. 
the types of yarn to be used by powerlooms are 
to be specified by the Textile Commissioner. 
Since this is not relevant now, it is recommended 



to delete 'Clause 6A except sub-clause (b) of 
Clause 6A Consequently Form C given under 
Clause 6A may also be deleted. 

6.36 The Textiles (Production by Knitting, 
Embroidery, Lace making, Printing Machines) 
Control Order 1963 was issued under the Essential 
Commodities Act 1955 in order to regulate the 
growth of these machines, with a view to protect 
handloom and handicraft sectors. To achieve 
these objectives, powers have been given to the 
Textile Commissioner to issue permits/registra
tion for acquisition, installation, sale, transfer, 
etc. of these machines ; to collect information ; 
inspection of books and accounts, etc. apart from 
power to enter and search any premises and to 
seize the unauthorised machines. 

6.37 Clause 3 of the above control order deals 
with the registration/issuing of permits for the 
initially existing embroidery, knitting, lace mak
ing and printing machines. Since that period of 
registration is over, the provision is no Ir?-Ore 
required. Hence it is recommended to delete 
Clause 3 along with Form-A and Form-B con
nected therewith. 

6.38 For machines that maY. be acquired or 
installed hereafter, a simple system of compul
sory reporting and automatic registration may be 
prescribed for statistical purposes, so that tbe 
person who acquired, installed-or disposed off such 
machines reports to the Textile Commissionex 
within a reasonable period afteJ" such acquisition, 
installation or disposal. · 

6.39 The Textile Machinery (Production & 
Distribution) Control Order 1962 was issued 
under the Essential Commodities Act 1955 with 
the objective of regulating the growth of the 
Textile Machinery sector and to assist the mills 
which are experiencing difficulty in securing 
textile machinery. To achieve these objectives 
manufacturers of and dealers in textile machi
nery are required to register themselves with 
the Textile Commissioner and furnish periodic 
returns of their production, delivery and stock. 
The Textile Commissioner has the power to 
direct the manufacturers to sell the machines to 
specified persons. He has also power to collect 
information, inspection of books of accounts, to 
enter and search any premises and to seize any 
machinery. · 
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6.40 There is no need for the Textile Commis
sioner to have powers to direct any manufacturer 
or dealer to sell or deliver a ~pecified quantity 
6-311/SS 

of machinery to specified persons. Consequently, 
Clause 4 of the said Order may be deleted. 

6.41 The Artsilk Textiles (Production & Distri
bution) Control Order 1962 was issued under the 
Essential Commodities Act 1955 . with the objec
tive of regulating the growth of spinning capacity 
in the artsilk sector and to control production, 
delivery and prices of mari-made fibre yarn. To 

• achieve these objectives, acquisition and installa
tion of spindles are regulated by permits to be 
issued by the Textile Commissioner. The Textile 
Commissioner has power to fix stock limits of 
artsilk yarn to be· kept by various persons ; to 
direct manufacturers to pack yarn in hanks, cones, 
etc. ; to fix prices of artsilk yarn and to issue 
specifications of packing and marking ; to direct 
the manufacturers/dealers to sell or not ·to sell 
yarn ; to collect information and samples ; to 
enter and search any premises and seize· any 
article. 

6.42 Clause 3 of the above said Order deals with 
control on production by Issuing acquisition and 
installation permission for spindles. Further, the 
Textile Commissioner. has power to specify the 
quantity of artsilk yarn of different specifications 
to be produced by the manufacturers for a' speci
fied period. This power is no' mdre required ih 
the current corutext and as. such it is recommend
ed to delete Clause 3(1) and 3(2) ~nd first two 
provisos of Clause 3(3). · 

6.43 As p~r Clause 3A ·of the above said order, 
the Textile Commissioner has power to issue 
orders fixing stock limit of artsilk yarn, which 
can be kept in possession of the manufacturer, 
dealer, processor or any other per.son. · Since no 
stock limit has been fixed, this provision is not 
necessary. Hence it is recommended to delete 
Clause 3A. 

6.44 As per Clause 5 of the a.bove said order, 
the Textile Commissioner may, by Notification 

' in the official gazette, require the manufacturers 
c;>f or dealers in artsilk yarn to give a cash memo· 
randum in respect of every sale of artsilk yarn 
in such form as may be specified in the notifica
tion. Since no notification has been issued so far 
for this purpose, it is recommended to delete 
Clause 5. 

'6.45 As per Clause 6 of the above said orde;r, 
the Textile· Commissioner has power to direct tlie 
mill to sell or not to sell artsilk yarn. Since. no 
direction has been issued under this Clause, H is 
recommended to delete Clause 6. 



6.46 As per Clause 7 of the above said order, 
no manufacturer of or dealer in artsilk yarn shall, 
without sufficien_t cause, r.efuse to sell artsilk yarn 
to any person. Since there is no shortage of yarn, 
the question of· refusing sale normally does not 
arise. In view of this, it is recommended to 
delete Clau·se 7. 

6.47 The Textile\ Commissioner has issued a 
Notification under Clause 3(3) of the above Con
trol Order by which all the textile mills are 
permitted t~ produce yarn from viscose, polynosic 
and polyester fibre which the mills are permitted 
to import in: accordance with Public Notices 
dated 24-7-1976. Since these Public Notices are 
not relevant now, it is recommended to delete 
the above Notification dated 26-9-1976. 

6.48 The Textile Commissioner has issued a 
Notification by which artsilk yar.n manufacturers 
have been directed to submit a return in the 
proforma given thereunder in respect of import 
and consumption of artsilk fibres imported ac
cording to .Public Notice dated 24-7-1976. Since 
these Public Notices are not relevant now, the 
question of submission of returns does not arise 
at present. In view of this, it is recommended 
to delete the above said notification. dated 6-10-
1976 alongwith the proforma return. 

6.49 The Textile Commissioner has issued a 
Notification alongwith a proforma return under 
clause 31 of the Cotton Textile Control Order 
1948 and Clause 10 of the Artsilk Textiles (Pro
duction & Distribution) Control.Order 1962. As 
per this Notification, the importers of polyester 
fibre imported under Public Notices dated 24-7-
1976 20-8-1976 and 22-11-1976 have -to submit a 

' return in the specified proforma giving details 
of letter of credit, quantity, opening balance, 
imports made, consumption and balance in stock 
of various artsilk fibres imported. Since the 
import of Polyester fibre and other artsilk fibres 
is under OGL the Public Notices are not relevant 

, ? 

. in the current context, it is recommended to 
delete the above Notification dated 15-12-1976. 

6.50 By a Notification issued under the Artsilk 
Textiles (Production & Distribution) Control 
Order 1962, the Artsilk yarn manufacturing units 
are required to pack 50 per cent of the total yarn 
packed for civil consumption in hank form. The 
amount of artsilk yarn, especially filament yarn 
used by the handloom sector is rather limited. 
The Committee is of the view that the Statut'Jry 
Hank Yarn Obligation on Artsilk yarn manufac
turing units is not necessary and therefore, re-

36 

commends that the relevant Notification be can
celled. 

6.51 By a Notification issued under Clause 4(2) 
read with Clause 9 of the above order, the Textile 
Commissioner has ~pecified the marking to be 
made on cloth and yarn. Since these markings 
are meant for consumer guidance. it is recom
mended to retain the Notification. 

6.52 The Woollen Textiles (Production & Dis
tribution) Control Order 1962 was issued under 
the Essential Commodities Act 1955 with a view 
to control and regulate the acquisition, installa
tion, sale, transfer, etc. of woollen textile machi
nery in order to regulate the growth in this sector. 
The Textile Commissioner has power to control 
production, delivery and prices of woollen yarn 
and cloth. The growth of the sector is regulated 
by permits issued by the Textile Commissioner. 
The Textile Commissioner has also powers to 
issue direction for processing or not processing 
and selling or not selling woollen yarn, to fix 
processing charges, to collect information and 
samples, to enter and search any premises and 
seize articles, etc. 

. 6.53 As per Clause 3A of the above said Order, 
the Textile Commissioner has power to control 
production and issue specification of production. 
Since no order has been issued under this Clause, 
it is recommended to delete Clause 3A. 

6.54 As per Clause 4 of the above said order, 
the Textile Commissioner has power to fix spin
ning charges and processing charges of woollen 
yarn and maximum ex-factory wholesale prices, 
etc. of woollen yarn. Similarly, he has power to 
specify the manner of packing and the markings 
to be made. Since only the p'J\Ver of issuing 
marking regulations is required by the Textile 
Commissioner, Clause 4(1), 4(1A), 4(3) and 4(4) 
may be deleted. 

6.55 As per Clause 5 of the abO\'e said order, 
the Textile Commissioner may. by a Notificati':'n 
in the Official Gazette. require the processors or 
manufacturers of and dealers in \\·oollen yarn to 
give a cash memorandum in respect of every 
processing or sale, as the ca~e may be, of woollen 
yarn. in such form as may be specified in the 
Notification. Since no notiftcation has been i.ssued, 
it is recomm2nded that Clause 5 may be delet2d. 

6.56 As per Clause 6 of the above s~1id Order, 
the Textile Commissioner has power to issue 
directbn for· processing or not processing ar.d 



selling or not selling woollen yarn. Since this 
power has not been invoked, it is recommended 
·that Clause 6 be deleted. • 

6.57 As per Clause 7 of the above said Order. 
no processor of any variety of woollen yarn shall 
without sufficient cause refuse to process such 
woollen yarn. Similarly, no manufacturer of or 
dealer in woollen yarn shall, without sufficient 
cause, refuse to sell woollen yarn to any person. 
Since this provision is not required in the current 
context, Clause 7 may be deleted. 

6.58 While a large number of provisions have 
been recommended for deletion, the Committee 
would suggest that the provisions that have not 
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been dealt with in this Chapter be scrutinised 
further and decision for retention or deletion be 
taken in the light of the general approach adopted 
by the Committee. The Committee would urge 

- that the continuing provisions be regrouped, re
drafted and re-issued in a more compact manner 
reducing the number of Control Orders to as few 
as possible. The Committee would also recom
mend that if, in future, it is considered necessary 
to issue any Statutory Order or Notification:, a 
time limit during which the Order/Notification 
will be in force may be indicated in the Order I 
Notification itself, so that a periodic review 'of 
the merits of continuance of the Order/Notifica
tion becomes obligatory. 



CHAPTER VII 

1\IEASURES FOR REVIVING CLOSEDjSICK l\IILLS AND FOR PREVENTING 
SICKNESS IN TEXTILE MILLS 

7.1 According to the data received in the office 
of the Textile Commissioner, there were 69 c'Jtton 
textile mills with a \labour complement of 107896 
which were closed as on 28th February, 1985. In 
terms of the number of workmen rendered out 
of work, eight perceDJt of the employees on roll 
in the spinning mills and a similar proportion in 
the composite mills were affected. However, the 
number of spinning mills (622) is large, having on 
rolls employees to the extent of 3.55 lakhs com
pared to the number of composite mills (281) 
having on roll 8.57 lakh employees. Some of the 
mills are closed on account of labour disputes, 
while the rest, by and large, are ciosed on account . 
of financial difficulties. Most of the mills in the 

'latter category owe their present plight to one or 
more of the factors such as managerial incompe
tence, lack of technical competence and motivated 
personnel, excess labour, incorrect product-mix, 
poor marketing, obsolete machinery, inadequate 
maintenance, poor labour relations, etc. However, 
while considering measures for reviving of such 
mills, apart from any measures contemplated for 
improving the health of the Textile Industry as 
a whole, it becomes necessary to study the pro
blems of each individual mill in greater detail 
to ascertain whether the mill could be revived 
at all and if so, what needs to be done for such 
revival. · · 

7.2 A number of studies done by ATIRA and 
other Research Associations have brought out 
wide variations in productivity per person or per 
machine or per unit of capital employed within 
the textile industry. Between the best and the 
worst units, the productivity variations are as 
much as 3 to 1. While analysing the C'Jnditions 
of any mill, it becomes necessary to look into the 
productivity of various activities of the mill and 
to find out where productivity could be improved. 

7.3 In a number of cases, the mills, although 
potentially viable, have been led to sickness by · 
inept management or mismanagement. The 
management would not then command the con
fidence of Banks or Financial Instituti'Jns. In 
such cases, the existing management has either 
to be neutralised by appointment of professionals 
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as whole-time directors with responsibility to 
manage day-t::>-day affairs or to bring about. 
change in the ownership and management by in
duction of a new promoter acceptable to Banks 
and Financial Institutions. The Committee feels 
that along with modernisation of plant and 
machinery, strengthening' of management has 
also to be taken care of. 

7.4 As a rule, take over by a Government or 
nationalisation of sick mills with no reasonable 
expectation of becoming viable in a reasonable 
period of time would not provide a soluti'Jn to 
the problem of sickness. UndsT the existing 
policy, Government would n::>t intervene in such 
cases. However, exceptional situatior...s may arise 
where a number of sick mills could be re-orga
nised to form a smaller number of viable units 
so that as many as possible of the workers ren
dered unemployed get back their work. In such 
a situation, private mergers with a view to reviv
ing and re-organising units sh::>uld be encouraged. 
If necessary the State or Central Go-v-ernment 
may have to intervene or assist by acquiring the 
closed mills with a full understanding that some 
of the mills or portiors there::>f may not be re
opened. Nor should such acquisition nec2ssarily 
imply continued operation by G::>vernment. The 
legal difficulties, if any, in such acq-..:.isitions, 'Aill 
have to be resolved by amending the law, ii 
necessary. 

7.5 The Committee is given to understand that 
while working out packages of relief for some 
individual mills, even if studies indicate that the 
mills could be made viable, the promoters find it 
difficult to bring in their share of contribution 

. which is an essential part of the relief packages. 
While it is difficult to recommend thc.t no pro
moters' contribution need be insisted upon, Bar:ks 
and Financial Institutions should take a more 
sympathetic view in cases where pror:.1oters, 
although satisfying prescribed criteria \\ith re-. 
gard to the quality of management d0 not have 
the means to raise the necessary contributi:m and 
grant them longer periods for bringing in their 
contribution. 



7.6 In case of all prop"Jsals for rehabilitation 
<lf sick mills, it is necessary to ensure that the 

. promoters do not underestimate the costs and 
overestimate the benefits. For this purpose, Finan
cial Institutions could, where necessary, take the 
help of agencies like the Textile Research Asso
ciations or other 'similar agencies to get the 
prop"Jsals vetted. 

7.7 While the viability of a mill is assessed in 
terms of the mills' ability to raise resources to 
be able to discharge the obligations on past debts 
(which may be suitably rescheduled) and further 
loans that may be advanced, the restructuring of 
capital and liabilities is rarely contemplated. In 
suitable cases, restructuring of capital and liabili
ties should not be totally ruled out, H: the pros
pects of the mill becoming viable with such 
restructuring are go-:>d. In such cases, it would 
be esser..tial to change the management so that 
the persons who have been responsible for mis
management do not continue to run the affairs of 
the mill. 

7.8 The measures needed for the revival of a 
mill might comprise additional balancing equip
ment, replacement of existing machinery, change 
of product mix, rationalisation of labour including 
improvement of work norms, strengthening of 
management and. <lrganisation, running/reopen
ing of only certain sections,· seven day operation 
to absorb surplus labour, disposal of old and 
discarded assets, etc. Rationalisation of labour 
and revision of work norms, where such measures 
are considered necessary, wo~ld need to be nego
tiated with Labour. If reduction of labour force 
is considered inevitable, the measures needed for 
minimising the hardships of labour rehdered 
redundant would have to be given serious thought. 
The funds needed for paying retrenchment com
pensation to the labour should be part of the 
relief package and loans needed for such com
pensation should also be provided on concessional 
terms. 

7.9 While assessing the capital needs of a unit, 
especially a sick one, for modernisation, it is also 
necessary to appraise the need· for additional 
working capital c;lS a single package. It is con
ceivable that, witho:1t timely and adequate work
ing capital, the assumptions that were made in 
preparing the m"Jdernisation proposal may not 
materialise. For this purpose, a suitable "Nodal 
Agency" such as RBI, IDBI, or: !RBI ~ay be 
designated for evolving suitable pa~kages m con
sultation Vvith the concerned agenc1e~. Once the 
package is approved, it should be binding on all 
parties concerned. 
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7.10 Ultimately, the restoration to health of a 
sick mill is dependent on its ability to reach a 
better performance level as assessed by suitable 
indices, financial and technical. The Banks and 
Financial Institutions are in a position to monitot 
the performance, particularly when a rehabilita· 
tion package is in several phases. Where a reha
bilitation programme is in several phases, loans 
needed for subsequent phases should be contin
gent on achieving certain agreed performancE 
levels in the earlier phases. 

7.11 Where a mill is wholly unviable, norman~ 
there is no alternative other than closure or liqui
dation. In the event of a mill going into liquida· 
tion, the worst affected are the YJ'Orkmen who ar« 
thrown out of employment. If the workers arE 
displaced by the partial or total closure of a mill 
they should get preference ·in other mills tha· 
may be owned by the same management. I: 
persons not so absorbed could be employed ii 
other mills in the area, in vacancies that may aris1 
by natural wastage etc., this would minimise th1 
hardships of the workers. If a displaced worke: 
opts for self-employment, he should be able t1 
get loans at concessional rates of interest an.c 
other facilities to enable him to earn his liveli 
hood by self-employment. If th, workers decid 
to operate the whole or a part of the mill b: 
raising necessary resources and · by forming 
cooperative they may be given permiss.ion/licenc 
to do so. 

7.12 While alternative employment in the ·te' 
tile sector and concessional finance for sel: 
employment/employment may provide relief 1 
some displaced workers, there would' still be 
large number of workers affected by mill closurE 
who may not be able to get relief by these mel 
sures. Such persons may need a period of trai 
sitional adjustment to· enable them to. resettJ 
themselves. There is need for a scheme by wliic 
during a period of transition, a disj>laced workE 
may ge~ a tapering amount for three years, sa 
75% of the wage equivalent in the first year, 50~ 
in the second year and 25% in the third yea 
The fund needed for such transitional paymei 
may come from the industry itself by a suitabl 
cess, but, to start with, a Nucleus Fund may 1: 
provided from the exchequer. The CommittE 
would, therefore, urge the creation of a suitab: 
Workers' Rehabilitation Fund for ·ihe textf 
sector that would p,rovide relief payments to t} 
workers on the above lines for a maximum dur 

. tion of three years. 



7.13 Institutionalised retraining facilities are 
also not adequate. The need for assessing areas 
where the demand for employment or self-em
ployment will be emerging and for providing 
suitable training facilities is obvious. However, 
to develop such facilities and to ensure that per
sons who are seeking employment or self-employ-

, ment get sllitably tra.ined or retrained needs 
adequate forward P1anning and implementation. 

7.14 In 'some countries there are special 
Authorities "created on an industrywise basis, 
financed by contributions from all sectors of 
the Industry,,. to provide facilities for training/ 
retraining after assessing the needs of the 
economy. Constituting such an Authority may 
take some time and would not provide immediate 
relief to people who are currently unemployed 
in the textile sector. However, in the long run, 
creation of such an Authority needs to be given 
serious attention. 
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7.15 The issue of workers' welfare and rehabili
tation was discussed at great length. Although 
many avenues have been discussed above, it was 
felt that it may not be possible in every case to · 
find a satisfactory solution to provide rehabilita
tion to the workers retrenched from a closed ·unit. 
All the same, it was felt that each case has to be 
examined to ensure that all possible avenues 
have been tried before retrenchment to minimise 
the social costs of transition implicit in the re
structuring of the textile industry. 

7.16 The Textile Research Associations (TRAs) 
have a major role to play in the revival of the 
Textile Industry, especially in the revival of sick 
units in the industry. They have built up a sub
stantial amount of valuable expertise in regard 
to various areas of operation of a mill. Apart 
from technical advice TRAs can give for improv
ing the productivity in the various sections of the 
mill, they would also be able to assess the viabi
lity of proposals for revival of sick mills. They 
would also be able to furnish the mills with 
periodic inter-firm comparisons that wffi enable 
individual mills to compare their performance 
with those of the rest of the industry. The TRAs 
should, therefore, be more actively involved in 
programmes for revival and rehabilitation of 
sick mills. -

7.17 While it is not possible to evolve a package 
of measures that will ensure that there will be 
no sickness in future in the Textile Industry, the 
need for close monitoring of textile data to detect 
any incipient sickness is obvious. In the Budget 

Speech this year, there is mention of a proposal 
to constitute a Board for monitnring Industrial 
sickness for this very purpose. 

7.18 A considerable volume of data relating to 
textile mills is received in the office of the Textile 
Commissioner and also by the Banks and Finan
cial Institutions that might have lent money to 
the mills. In regard to the Banks and Financial 
Institutions, there is need to strengthen the re
porting arrangement, so that the corporate data 
relating to the mills is available to the top 
management without much delay. On the side 
of the Textile Commissioner's Office, there is need 
to ensure that the data called for are received 
promptly. For a proper coordination and pro
cessing of the data received by the TextilE' 
Commissioner's Office and by Banks and Finan
cial Institutions, there is need for computerisation 
of the data. Such computerisation will help 
development of an advance warning system to 
detect instances of incipient sickness in or dete
riorating health of individual units. This should, 
therefore, be accorded high priority. A similar 
monitoring mechanism should be set up at the 
government level also. 

7.19 While the above analysis is concerned v.ith 
the problem of the Textile Industry at a micro
level, to revive and improve the health of the 
industry as a whole, there is need for measures 
that will improve the demand for. textiles v.ithin 
the country and encourage the export of textiles. 

7.20 The per capita consumption of textiles in 
the house-hold sector came down from H.49 
metres in 1973 to 12.31 metres in 1981 and has 
started rising thereafter and stands at 13.70 
metres in 1983. The proportion of cotton fabrics 
in this consumption went down from 89.10:0 to 
73.80%, while the proportion of blended/mixed 
fabrics went up from 5.66% to 15.63~. This would 
seem to indicate that the consumer preference is 
shifting to better qualit~ cloth and synthetic/ 
blends and also non-cottons. 

7.21 So far as the poorest households an 
concerned, there is need to take measures tc 
improve their purchasing capacity which can bE 
expected to lead to an increase in demand fm 
textiles. In regard to other groups, the textilE 
demand for non-cotton/synthetic fabrics can b~ 

expected to improve, if the prices of such fabric! 
could be brought down. The measures needec 
have been considered elsewhere in this report 
There is also need to discourage smuggling o 
synthetic fibres, fabrics, garments. yarn etc. 



7.22 It would also be appropriate at this stage 
to note some infra-structural difficulties faced by 
the Textile ·Industry as a whole. The extent and 
frequency of power-cuts and load-shedding in 
various States in the country have been one of 
the major reasons for capacity under-utilisation 
in the Textile Industry. While some of the textile 
mills have equipped themselves with stand-by 
capacity to meet situations of power cuts, this 
adds to the cost of production and affects the via
bility of the unit. The need for adequate forward 
planning in the Power· Sector followed up by 
timely implementation, so that the extent and 
frequency of power cuts is substantially reduced 
cannot be gainsaid. 
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7.23 Another major problem that affects the 
textile mills is the quantity and quality of coal 
that is made available.· There seems to be pro
blems of inadequate coordination concerning the 

·proper weighment of coal a;nd availability of 
railway wagons apart from the low calorific value 
of the coal that is made av~ilable. ,The Expert 
Committee has not bee~ able to study this pro
blem in detail but would urge a study by the 
concerned departments of Government to elimi
nate the bottlenecks in regard to the quality. and 
quantity of coal and availability ·of railway 
wagons. 



CHAPTER VIII 

MODERNISATION OF THE TEXTILE INDUSTRY 

8.1 Since it is the oldest manufacturing indus
try in the country, it is ·not surprising that the 
Textile Industry has~ more than an average 
proportion of aged equipment. A Census of 
Machinery iii Cotton Textile Mills is conducted 
every five years by the Textile Commissioner's 
Office· by obtaining detailed information concern
ing the age of··machinery from the mills in a 
prescribed fom~ The last census for which 
published details are available was conducted in 
1979. The Census indicates, for instance, that of 
the 43,000 Ring Frames, nearly 12,000 are over 30 
years old and another 8,000 are over 20 years old. 
In weaving, of the 138,000 non-automatic looms, 
over 106,000 are over 30 years old and another 
11,800 are over 20 years old. Even in regard to 
automatic looms, of the nearly 40,000 looms, over 
10,000 are more than 20 years old and another 
10,700 are between 15 to 20 · years old. The 
studies conducted by the various Textile Re
search Associations reveal that the quality of 
m,aintenance in a large number of mills leaves 
very much to be desired. Besides, there are wide 
variation in productivity between mill and mill 
and the productivity in the worst of the mills is 
hardly 1/3rd that of the best. 

8.2. The Textile Research Associations, in a 
joint study conducted in 1984 have concluded 
that some 25 spinning mills (average size 30 
thousand spindles) and 40 composite mills (aver
age size 40 thousand spindles and 750 looms) are 
not worth reviving. Of the rest, about 125 spin
ning mills and 90 composite mills are ;revivable 
sick mills which could be restored to health by 
suitable programmes of renovation/modernisa
tion, improvement of modernisation and labour 
rationalisation. While measures for revival of 
sick mills have been considered in another Chap
ter, this Chapter would be mainly concerned \Vith 
the problems of modernisation in the textile 
industry as a whole. 

8.3 While considering the is•me of modernisa
tion in the textile industry, we cannot afford to 
ignore the modernisat.ion needed in regard to the 
ginning of cotton. The existing gins in the coun
try are generally very old and belong to the 
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category known as roller gins. While ginning 
with the help of roller gins affects adversely the 
quality of lint, the advantage of roller-gins is 
that they cost less, are labour intensi~e and 
being more widespread, involve less tr&nsport of 
cotton from the field to the ginnery, an aspect 
that is relevant especially in ·areas of low produc
tivity. However, it cannot be gainsaid that roller 
gins which have become too old need to be re
placed by new machinery. The National Bank 
for Agriculture and Rural Develop;n~nt (NAB
ARD) and other Financial Institutions have a 
significant role to play in this respect and the 
Committee would urge provision of concessional 
finance for replacement of the existing gins. Fur
ther, there is also need for exerting some pressure 
on the owners of very old glns to replace the 
gins with new equipment. Assistance should also 
be given for installation or replacement of the 
cleaning machinery since the traditional gins do 
not adequately reduce the trash content. The 
Committee has been apprised that the South 
India Textile Research Association has developed 
precleaning machinery. Public Agencies such as 
the Cotton Corporation of India, Maharashtra 
State Cotton Cooperative Marketing Federation, 
Gujarat State Cotton Growers' Federation, etc. 
who procure as much as 35 to 4.0 per cent of the 
cotton grown in the country should be prevailed 
upon to put up their own gins along \\ith pre
cleaning equipment, to some extent, so that 
private gin owners feel compelled to replace or 
renovate their equipment. 

8.4 Saw-ginning of cotton improves the quality 
of lint cotton in regard to short and medium 
staple varieties and a number of long staple 
varieties. The capacity of a sa\v-ginning unit to 
process seed cotton into lint cotton is se\·eral 
times that of a roller-gin unit. However, replace
ment of existing roller gins in sor.1e areas by saw
crins has the implication of displacement of labour 
to a considerable extent and, because of higher 
capacity of saw-gins, transportation of cotton over 
a longer distance from the field to the gin!'lery. 
In view of these implications. saw-ginning can be 
advocated mainly in areas cf irrig1ted cottJn. 



especially in areas where on account or irrigation 
faciWies being recent, ginnng facilities have not 
.developed adequately or where there is man
power shortage. Broadly speaking, these areas 
would cover Punjab, Haryana and newly irrigat
ed cotton areas of Andhra Pradesh and Kama
taka. In these areas, saw-gLrming of cotton upto 
27 mm except for Bengal Deshi varieties needs to 
be encouraged, by way of concessional finance 
ar,d other r.1.eans. On an experimental basis, saw
ginning of cotton between 27 mm and 32 mm 
such as H-4, S-4. MCU-7, etc. may be tried in 
suitable areas. Elsewhere, if ginning factories 
would like to instal saw-ginning for short staple 
varieties, necessary incentives may be given. 
While financing new gins, whether of the- roller 
or saw varietyt it may be r.1ade obligatory on the 
part of ginning factories to instal suitable pre
cleaners and concessional finance may be given 
for such installations. It 'Nould also be necessary 
for the State Government to iix higher rates for 
ginning for those factories which instal pre
cleaners. 

8.5 Where saw-ginning is not practicable;. re
placement of existing roller gins by double roller 
gins may be encouraged or installation of pre
clea,ners may be encouraged and concessional 
finance be made available for such replacement 
also. 

8.6 If the quality of lint from cotton in an 
entire area could be significantly improved, · it 
would be reasonable to expect that the de::nand 
for such cotton would go up,."with consequential 
·beneficial impact on the raw cotton production 
in that area. 

8.7 In regard to spinning, weaving and proces
sing, a number of mills will benefit by giving 
priority attention to backlog of maintenance and 
improvement of productivity by installing balan
cing equipment, wherever necessary, and re• 
novation of the existing machinery before going 
in for replacement or modernisation. While 
replacing the existing machinery, the markets 
which the mill can successfully exploit will have 
to be kept in mind. If the market is clearly 
identified, the machines that manufacture · the 
products for this market at least cost will help to 
improve the profitability of t~e mill. The Com
mittee notes that the emphasis under the new 
Soft Loan Scheme of the IDBI for modernisation 
is on "upgradat.ion of process, technology and 
products, export orientation and import substitu- · 
tion, improvement in capacity utilisation through 
increase in productivity and de-bottle-necking, 
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etc. rather than merely replacement. of equip
:nent". The Committee is of the view that a 
limited number of mills may be able to tap the 
high value market by going in for ·sophisticated 
machines, but this option is not available to most 
of the mills. The quality requirements of the 
export market could also be generally met by 
machines not necessarily of the latest technology. 
The financial institutions have to examine each 
case on its merits in the light of the above and 
modernisation loans for sophisticated. technologies 
should be given only to mills which have a 
p~oven record of good management capable of 
absorbing such technology and preferably having 
a · standing in the export market. At present. 
there is a limit of Rs. 4.0 crores for modernisa
tion. The Committee felt that, in respect of some 
units, this amount may not be sufficient. for com
plete modernisation. Hence, after the schemes 
sanctioned within this limit have been imple
m€nted and the results reviewed, · further con-. 
cessionalloans beyond this u-mit of Rs, 4.0 crores 
should also be considered. 

8.8 There are divergent yiews concerning .. the 
volume of funds needed for the mode:r;nisation. of 
the Textile Industry. The Working Group set up 
by the Planning Comrmssion fqr· the 7th :Five. 
Year Plan for Development of the Textile Indus~ 
try has worked out an investment of Rs .. 1715. 
crores for the Cotton Textile. Industry. · an¢1 
another Rs. 522 crores for the Woollen Industry. 
These figures do not take into a':!count the a,moun1' 
needed for the modernisation of powerlooms or 
handlooms. The joint recommendations of the 
four Textile Research Associations made ·. pur• 
suant to their joint Technological Conference held 
in 1984 on the rehabilitation of the texmle ·indus
try have estimated an amount of about Rs. 1,000 
crores as the maxhnum needed for reviving the 
viable sick spinning and composite mills. This 
figure does not take into account the requirement 
for modernisation of mills that are not sick. It 
would seem to be reasonable to assess that the 
total fund requirements for modernisation of the 
Cotton Textile Industry would be of the order of 
Rs. 17 toRs. 18 hundred crores and if this order 
of funds could be made available at reasonable 
terms over the next 5 to 7" years, along with other 
measures such as duty rationalisation and con
eessions wherever necessary, it would go a long 
way to revive the health of the industry. Art 
silk mills and woollen mills also need assistance 
for modernisation and the approach mentioned 
above would hold for them too 



8.9 Labour has a vital stake in the rrodernisa· 
tion of the Textile Industry, especially in regard 
to the kind of modernisation that would be adopt
ed by individual units. Since modernisation, in 
addition to improving the quality of the products 
and the versatility of the machines, generally 
involves an increase in productivity, the impact 
on lab.our has to be assessed ·-veil in advance. The 
extent of labour likely to he rendered surplus 
should be decided in consultation with the re· 
presentatives of the workers. The basic guide-
~lines laid down by the National Labour Con· 
ference in 1957 in regard to "rationalisation 
without tears" continue to be valid. In fact. 
even during the last 30 years, a considerable 
degree of modernisation and rationalisation has 
taken place without causing undue dislocations 
of operations or hardships to labour. If moderni
sation is considered necessary and desirable. it 
should be planned in advance and the changes 
have to be phased over a period of three years or 

' so. To avoid · actual retrenchment of workers, 
natural wastage arising as a consequence of re· 
tirement etc. should be utilised and the workers 
who may still be rendered surplus may be 
deployed in other units under the same manage· 
ment, after suitable retraining, where necessary. 
It may also be possible to get the workers to 
agree to voluntary separation on suitably nego
tiated terms. The funds needed for such volun
tary separation benefits or retrenchment com
pensation, as the case 111jay be, may be a part of 
the package of financing for modernisation. 

8.10 The Committee would recommend setting 
up of a· national level Standing Advisory Co:-r.
mittee including representatives of management 
and labour in the Textile Industry as als~ suit
able technical experts and representatiYes of 
financial institutions. This Body should be asked 
to make recommendations from time to time 
concerning the types of modernisation that the· 
industry should go in for. The financial institu. 
tions shall take into account the recommenda· 

· tions made by such a Body while considering 
applications for loans for m·:>dernisation at con· 
cessional terms. · 

8.11 The Textile Industry will conti::.uous1y 
need funds for modernisation. The internal 
generation of resources for financiPg such moder-

-nisation has not been adequate. To enable the 
Industry to generate suffident resources f~r 
modernisation, it would be desirable to per;mt 
units in the Industry to set apar:. say upto :20 per 
cent of pre-tax profits to be deposited \Vith the 
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IDBI or IRBI in a blocked accoun+ , 
only for the purpose of mod err;.; 
amount so set apart be treated a 
Such a scheme has been provided , 
Budget for the Tea Indust.ry. Th . 
would recommend that a firm shr)'J 
to withdraw resources from th1s T 
nisation Fund account provideJ i 
least an equal a·nount from the I 
modernisation so that the i:;wcstrn 
is atleast double the amount set as: . 
tax profits. This arrangement ''· 
rr.ore funds becoming available c:nr 
debt service burden on !Tlodem isc:< 
ture would become Jess. The a:r' 
from the blocked account could be s• 
the promoters' contribution nee:ded '. 
the modernisation loans. 

8.12 For assessing the number cf ~ 
may benefit from the setting up of· 
Modernisation Fund, an analysis c 
for<r.ance was undertaken. Th~ An:Jt · 
for the years 1981·82, 1982-83 & 1983-~. 

and 201 mills respectively show that · 
113 mills made total profits befo!'e Tc;: 
depreciation and interest) of Rs. 124.5 · 
and Rs. 222.94 crores respecti<.·ely. · 
fortunes of the Textile Industry hav~ 
cal, there are a number of units ·whi 
made profits even in good years. Sue 
not benefit from the Textile Modernis 

8.13 In the context of modernisatio~ 
also be taken of the Textile .Machi:-.e 
in India which has developed consi:::!: 
a production level of Rs. 158.26 cro 
plete machinery and Rs. 66.36 crcr. 
ponents/spares/accessories :in t:b.e yea 
Jevel of Rs. 255.47 crores of complete 
and Rs. 90.89 crores of spare parts. ' 
and accessories during the year 1933 
genous Textile Machinery bdustr~· 
take care of 111£)St of the r?quireme 
Cotton Textile Industry barri.n ~ s :1 

technology developments. T~? Gov 
encouraged foreign collabora:io-:1 t:> E 

domestic industry to man'..l:acturc:-. ' 
country, sophisticated rr.achinery. 

8.14 Needless to add, tech::o1ogical 1.: 

is a continuous process and to en.s~1r1 
modernisation require::.~ents of th~ T:::-. . ~ 

try are adequately taken c::trf' or. L 

l\iachinery Industry shouU be> a.:Tc:·.:l2, 
ties for constant updatin6 of ti:e:~ 
know-how by way of colh'oor:1.':;2n. 



e 
h Technology and by the development of indigen-
l ous R&D. This may be in 2ccordance with the 
f national Techr.ology and Trade Policies that the 

T: Govt. may adopt. Currently, in a number of 
~areas indigenous R&D may not be able to sub
:· s!itute for imported technologies. However the 
'l . ' 

~ ~:t~~~o~::;:rao:etdigenous R&D may be sepa-

' 
8.15 The Textile Research Associations, on 

E account of their inimate contact with the Textile 
[,Industry, have a vital role in the development ot 
,, indigenous R&D in regard to textile machinery 
i also. 

. 8.16 Modernisation is important not merely for 
the organised sector of the textile industry but 

· also for powerlooms and for handlooms. Tht 
role of the Textile Research Associations ha~ 

'hitherto been perceived as rec;tricted to the tex
tile mills. This role will have to be expanded. 
The Textile Research Associations should be 
actively involved in the upgrading in efficiency 
and the modernisation of powerloorns and ·.hand
looms. In view of the enlarged role of the ·Tex
tile Research Associations rPcommended in this 
Report, the arrangements for their funding may 
be reviewed and suitably strengthened. In 
regard to Handlooms, the Institutes of Handloom 
Technology have a major responsibility for evolv .. 
ing improved types of handlooms that will in
crease their productivity. Adequate arrange
ments should be made to ensure swift and smooth 
transfer of technology from ;tile research institu
tions to the handloom weavers. Necessary 
finances for the upgradation of handlooms need 
to be provided by way of refinance by the 
NABARD. 

8.17 To enable the powerloom weavers to 
improve their skills in regard to the maintenance 
of their equipment and evolving new d~signs and 
improving the quality of their weaving, there is 
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need for more Powerloom S~rvice Centres in the 
major powerloom concentrations. The Textile 
Research Associations may be entrusted with the 
responsibility of running some of such service 
centres. A census of all existing powerlooms 
should also be undertaken. 

8.18. To enable proper planning of the require
ment of the Handloom Sector for modernisation,' 
it is necessary to have a reliable data base. For 
this purpose periodic censuses and sample sur
veys of the Handloom Sector should be conducted 
which would help evolve proper and adequate 
strategies for the growth and development of the 
Handloom sector. Further, the Statistical Cells 
in the Office of the Development Commissioner 
for Handlooms and the State Directorates should 
be set up or suitably strengthened, as the case 
may be. 

8.19 The present strategy for the develop
ment of handlooms through cooperatives and 
corporations should be continued and suitably 
strengthened in the light of the past experience. 
For the future growth of the Handloom sector, a 
much greater emphasis on modernisation, train
ing of weavers, development of processing facili
ties, marketing and publicity 1should be laid. 
Welfare schemes for weavers should. be imple
rn~nted to provide direct benefit · to them. 
Separate Directorates of Handlooms with neces
sary ·infrastructure for implementation, supervi
sion, monitoring and control· of haildloom · 
development programmes should be created · in 
all states with substantial population of hand
looms. The skills of technical, managerial and 
administrative personnel employed with the Cen
tral and State Government agencies, in charge of 
production and marketing of handloom, should 
be upgraded and new personnel recruited should 
be of high calibre to meet the special needs of 
this decentralised rural sector. 



CHAPTER IX 

CONSUMPTION TRENDS 

9.1 The year-wise data regarding per capita 
availability of cloth during the 12 year period 
since 1972-73 is give~ in Table 19. 

TABLE 19 

Per .. Capita Availability of Cloth 
(In metres) 

Year 
\~ 

Cotton 
aoth 

Men-m~de Tc>tnl 

1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 

13·2 
12·0 
12·9 
12·6 

• 11·4 
9·5 

10·2 
10·1 
11·0 
10·2 
9·9 

10·7 

fibre fa. brics 

2·0 
1·9 
I ·7 
2·0 
2·4 

. 4·0 
4·8 
4·6 
3·7 
4·2 
3·6 
4·0 

15·2 
13·9 
14·6 
14·6 
13·8 
13·5 
15·0 
14·7 
14·7 
14·4 
13·5 
i4·7 

SouRCB : Economic Survey 1984-85. 

Year 

1973 

1974 

1975 

1976 

1977 • 

1978 

1979 

1980 

1981 

1982 

1983 

TABLE 20 

Per Capita Consu.mption of Textiles 

."(Household Sector) 
Q=Quantity in Metres. 

V=Value in Rupe!s <tt current Prices 

Q 
v 
Q 
v 
Q 
v 
Q 
v 
Q 
v 
Q 
v 
Q 
v 
Q 
v 
Q 
v 
Q 
v 
Q 
v 

Cotton 

12·91 
45·26 
11 ·85 
55·67 
11·72 
58·85 
10·79 
52·93 
11·60 
61·95 
11·60 
69·18 
] 1·46 
71 ·95 
10·56 
82·16 
9·57 

79·05 
10·04 
8S·59 
10·12 
92·58 

Non- Blended/ Total 
Cotton Mixed 

0·76 
8·63 
0·77 

11·26 
0·62 

12·06 
0·42 
8·89 
0·71 

16·22 
0·84 

19·83 
0·92 

24·17 
1·21 

34·50 
1 ·01 

33·25 
1 ·22 

43·10 
1·44 

51·77 

0·82 
11·60 

1·00 
16·49 
0·97 

19·32 
0·76 

17·49 
0·94 

22·98 
I ·15 

29·44 
1·27 

34·91 
1·66 

48·94 
1·73 

54·40 
2·26· 

73·55 
2·14 

73·64 

14·49 
65·49 
i3·62 
83·42 
D·31 
90·23 

11·97 
79·31 
13·25 

101 ·15 
13·59 

118·45 
13·65 

131·03 
13·43 

lt5·60 
i2 ·3'1 

i66·70 
13·52 

205·24 
i~·70 

:'17·99 

SouRCE : Textiles Committee. 
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The per capita availability figures are arrived 
at by deducting exports from domestic produc
tiion and adding the imports and then dividing 
the net figure by population. These figures, h-:nv
ever. exclude pure silk. woollen, aery lie, polyPs.
ter-woollen, khadi and hosiery goods. 

9.2 The Market Research Wing of the Textiles 
Committee builds up the esti:!'lates of per capita 
consumption of textiles from the household sector. 
These figures include all the above mentioned 
fabrics. However, apart from the household 
sector, there is a sizeable quantity of cloth that 
is consumed in the non-household sector. Wbile 
comparing the two sets of so-ies therefore these 
differences should be borne in mind. The per 
capita consumption of textiles in the household 
sector from 1973 to 1983 is shown in Table 20. 

9.3 From the said table it js not possible to 
discern a clear trend in the per capita consump
tion of all types of textiles. However, the evi
dence suggests that there was a decline in the 
per capita consumption of cotton textiles over 
the period 1973-83, while the:re was a significant 
increase in the per capita consumption of non
cotton textiles and blended textiles. At current 
prices the per capita consumption increased from 
Rs. 65.49 in 1973 to Rs. 217.99 in 1983. The value 
of per capita consumption at constant prices 
showed a definite increase. Nationa~ Accounts 
Statistics published by the Central Statistical 
Organisation show that the s:1are of clothing in 
private final consumption eA.'"Penditure, at con
stant 1970-71 prices, increased from 6.7% in 
1970-71 to 9.1% in 1981-82. 

9.4 Use of new fibres like nylon. po1yester etc. 
meets the need of more than its eqt::=:l IT'etreage 
of cotton. This can be attributed to the high9r 
durability and easy care p~operties d fabrics 
made of such synthetic fibres and of their bler.ds. 
Over the years. the reed pick const.r..:ction cf the 
cloth has also improved and so also h.:1s th'2 
averacre width of fabrics. Ho,,,-ever. these aspects 

"' are r>ot reflected in the foregoing st3tistics. 

9.5 In tE·rms of \·arious fibres ~he per C:t;'::a 
consumption in 1973 and 1!)83 w.1s D.5 s!:own in 



table 21. This table may not tally with the pro
duction data since these are based on consumers' 
responses which may suffer from the difficulty of 
identification of blends. 

9.6 For certain specific varieties like non-wear
abies such as bedsheets, chaddars, bed covers etc 
the market for cotton is well assured. However, 
in varieties like sarees, shirting/poplin, suiting, 
ladies dress material, the consumers have sho·wn 
an increasing preference tow:1rds non-cotton and 
blended fabrics. 

9.7 Apart from cotton, cellulosic (viscose) 
fabrics also have registered a drop in the con
sumption over the years. Viscose fabrics have 
less durability than cotton fabrics and do not 
retain dimensional stability. However, they have 
got good lustre and dyeability. From the past 
experience it is seen that the consumption of 100 
per cent viscose fibre fabrics in metres per capita 
has declined. However, viscose is also used in 
blending either with cotton or with polyes~r and 
these blended 'fabrics have found acceptabil.ity in 
the market,· provided the viscose content is low. 

TABLE 21 

Per Capita Consumption of Textiles ..:.... Fibre-wise 
(Q=Quantity in Metres.) 

(V=Valu~ in Rupees at current Price) 

s. Fibre 1973 1983 
No. 

Cotton Q 12·91 10·12 
v .• 45·25 92·58 

2 Pure Silk . Q 0·09 0·15 
v 2·03 11·40 

3 Art Silk Q 0·31 0·18 
v 1·82 3·42 

4 Woollen Q '0·09 0·17 
v 1 ·95 8·15 

5 Acrylic Q 0·01 
v 0·24 

6 Nylon Q 0·09 0·19 
v 0·95 3·53 

7 Polyester Q 0·18 0·74 
v 1 ·91 25·03 

8 Polyester Cotton Q 0·67 1·65 
v 10·29 60·12 

' 

9 Po!yester Q 0·01 0·02 
W,-,ollen v 0·41 1·76 

10 PJ1ycstcr Q N"g. 0·04 
Viscos: v N~g. 1·69 

11 Other m·x.-d Q o··14 0·43 
v 0·91 10·07 

Told Q 14·49 13·70 
v 65·49 217·99 
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TABLE 22 
Per Capita Consumption of TeXtiles 

tQ=Quantity in metres) 
(V=Value in Rupees at current pric~s) 

Sl. Annual 
No. Household 

Income 

Less than Rs. 
3,000 

2 Rs. 3,000 to 
Rs. 6,000 

3 Rs. 6,000 to 
Rs. 10,000 I 

4 Rs. 10,000 to 
Rs. 20,000 

5 Rs, 20,000 to 
Rs. 40,000 

6 Rs. 40,000 
and more 

Average 

1973 . 

Cotton Non- Blended/ 
Cotton mixed 

-Q 9·13 0·40; 0·41 
v 38·12 1·66 1·67 

Q 12·39 0·62 1·05 
·V . 66·56 4:41 5·71 

Q 13·66 1·05 1·36 
v 83·36 7·74 8·43 

Q· 17·05 . 1 ·.41 2:34 
v 10?·29 18·.60 15·99 

Q N.A .. ·N.A.1 N.A. 
. V 'N.A. N.A .... N.A • 

Q . N.A~ · •N.A.'· :N.A •. 
v N.A. N.A. N.A.· 

Q ' 12·91 ·0·76 0·82 
v ·' 45·26. 8·63 11:·60. 

Total 

9·94 
41·45' 

14·06 
76·74 

16·07 
99·53 

20·90. 
141 . 88 

N.A. 
N·A. 

.N.A • 
N.A. 

14·49 
65·49 

. . 
Per Capi~a Consumption of Textiles 

- (Q="'QlJantity in metres) 
(V=Value in RuP,eesat current prices) 

'1983 ,. ., 

Sl. ·Annual 
Blended/ Total No. Household Cotton Non-

Income Cotton Mixed 

Less than Rs. Q 7·67 0·52 0·68. 8·87 
3,000 v 59·84 11·95 18·68 90·47 

2 Rs. 3,000 to Q 8·56 0·86 1·18 10·60 
Rs. 6,000 v 70·94 21·97 36·37 129·28 

3 Rs. 6,000 to Q 9·98 1·18 1·89 13·05 
Rs. 10,000 v 81·45 36·36 61·98 185·79 

4·. Rs.10,000to Q 12·42 2·06 3·28 17·76 
Rs. 20,000 v 115·44 73·85 113·18 302·47 

5 Rs. 20,000 to Q 11·13 2·64 3·41 17·18 
Rs. 40,000 v 118·41 107·62 122·46 348·49 

6 Rs. 40,000 Q 13·18 3·30 4·6S 21·13 
and more v 159·60 177·72 194 ·38 531·70 

Average Q 10·12 1·44 2·14 13·70 
v 92·58 51·77 73·64 217·99 

SouRcE : Textiles Committee. 

9.8 It has also been seen• that the demand for 
woollen,' acrylic and polyester-woollen textiles is 
increasing at a fast rate. For production of wool
len textiles, the industry is required to import 
raw wool to a sizeable extent. Domestic produc
tion of acrylic fibre is a substitute for such im
ports. Pure silk fabrics have also been found to 
be in good deiilland by the consumers. 



9.9 It can be seen that the pattern of consump
tion has shifted in favour of polyester, nylon, 
polyester-co~ton etc. This has happened inspi te 
of the fact that the prices of non-cotton and 
blended/mixed. textiles are about 4 times the 
prices of cotton textiles. This shift in the pat
tern of consumption has been witnessed even at 
lower income leyels, as seen from the table 22. 
The figures indicate a very significant increase 
in the consumption of non-cotton and blended 
fabrics even in the\ poorest households. 

9.10 The. ,present results on consumer demand 
reactions to prices are tentative and conclusive 
work yet remains to be done, particularly by 
income groups, separately for rural and urban 
areas. Subject to these limitations, it is seen that 
the price elasticity for cotton texiles is not very 
high. On the other hand, it is likely that the 
t>rice elasticity of non-cotton and blended/mixed 
textiles is relatively higher, particularly for mid
dle and upper income groups. tf the prices of 
these fabrics are brought down, there may be an 
increase in demand on account of substitution. 
(Please see Annexures II & III). It has been 
estimated that about 45 to 50 per cent reduction, 
in the duties (mainly at the fibre/filament stage) 
may lead to the reduction in the consumer price 
of polyester and polyester blended fabrics by 
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ab::Jut 15 per cent. This reduction because of 
the price sensitivity of these fabrics as stated 
above, may increase the consumption of such 
material anywhere between 20 to 40 per cent. 

9.11 Nylon fabrics have a1so found good de
mand especially in regard to sarees, and h::Jsiery 
goods. However, its growth rate is estimated to 
be lower than the growth rate of polyester and 
polyester-catron blended fabrics. In this case 
also the reduction in the duties may lead to 
increased consumption of nylon fabrics. 

9.12 As a long term perspective therefore. 
multifibre policy should . be followed vigorously 
in the interest of the consumers ai'd suitable 
steps should be taken for bringing down the 
prices of fabrics of non-cellulosic fibres/filament 
yarns and of blended fabrics containing such 
fibres I filarr,_ent yarns. 

9.13 There is a need to build up the expertise 
in carrying out the studies on income and price 
elasticities of textiles so that the results of such 
studies can be used in a more meaningful man
ner. From time to time, a committee of experts 
should review the studies undertaken and advise 
the Textiles Committee on the methodology to 
be adopted and the types of studies to be carried 
out in this area of research. 



CHAPTER X 

RAW MATERIALS 

10.1 Cotton is the main raw material needed 
by the Textile Industry. It is estimated that 
cotton is grown in about 8 mn. hectares in the 
country, out of which 6 mn. hectares are un
irrigated. Even marginal differences in the 
availability of cotton tend to move the prices 
substantially one way or other. There have also 
been difficulties concerning making firm esti
mates of the production of cotton in any agri
cultural season with the result that prices are 
very often affected by sentiments rather than 
statistics. While the mills have been com.plain
ing that fluctuations in the prices of cotton affect 
their viability, there is grievance on the part of 
the growers that the prices of cotton realised are 
not adequate, especially in regard to long and 
extra-long staple cotton. · · 

1.0.2 Research in increasing the yield per bee
tar of ·cotton of the long and extra long staple 
varieties has been successful, with the result that 
from being an importer of these varieties of 
cotton, India has emerged as an exporter. 
Medium staple cotton grown in irrigated areas, 
especially in Punjab, have a higher level of pro
ductivity in te~ of kgs. per hectare but these 
levels have been stationary ~d are \vell below 
international levels. There is need to reduce the 
proliferation of a large number of varieties and 
to promote the higher yielding and shorter dura
tion varieties. The Committee would also urge 
that steps be taken for improving the yield per 
hectare of cotton, in particular medium staple 
cotton, both by proper extension methods and 
fuller utilisation of the media and by research 
into high yielding varieties of such cotton. If the 
total availability of cotton could increase, the 
need of the domestic industry could be met at 
reasonably stable prices and surpluses, if any, 
could be examined. Since there is a surplus 
production of long and extra long staple cottons 
in the country, it is desirable to encourage the 
utilisation of these cottons for spinning to the 
appropriate counts by significant reduction in the 
excise duties on yarns of above 50 counts and 
fabrics using such yarns. It may also be expected 
whether it would be economical to spin yarns 
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of relatively lower ·· counts from the long and 
extra-long staple cottons, 

10.3 The CCI and the other Public Agencies 
procuring cottons, such as the Maharashtra State 
Cotton Cooperative Marketing Federation and 
the Gujarat State Cotton Growers Federation 
buy and sell some 35 to 40% of the total cotton 
crop. In the task of reducing the fluctuations in 
the prices of cotton the CCI has a crucial role to 
play. It is also necessary that operations of .the 
other major public agencies reinforce this role~ 
For this purpose it is necessary that the C.C.l. 
should have a coordinating role. 

10.4 It has been urged before the Committee 
that the CCI or an independent Public Sector 
Agency should operate a Buffer Stock for cotton, 
the idea being that such an agency should enter 
the market to buy, when the prices go below a 
prescribed level or to sell, when prices go above 
a predetermined level. Operating a large Buffer 
Stock of say 6 to 7 lakhs bales equal to a month's 
requirement would involve credit to be provided 
to the agency of the order of Rs. 200 crores' or so 
and is also administratively very complex. Con
sidering that the CCI has built up considerable 
expertise in the buying and selling ·of cotton, im 
independent Agency is neither necessary nor 
desirable. · 

10.5 Certain measures are indicated later in this 
Chapter that will help in reducing the extent of 
Buffer Stock to be held. Whatever quantity is held 
by CCI as Buffer 9tock should get credit on con
cessional terms. The purchases of the CCI.· at 
support prices may be treated as for Buffer Stock. 
Currently such purchases are, however, not signi
ficant (about 34,000 bales) and are NIL in regard 
to short and medium staple cottons. Therefore, 
apart from support price purchases, CCI may also 
have to buy at market prices for buffer stock 
operations. The cotton so bought should be utilis
ed for sale at pre-fixed remunerative prices when 
the market prices exceed · such remunerative 
prices. 

10.6 To effectively play its role, the CCI should 
also have freedom to import or export cotton. It 



would alsO. be desirable to 1g.ive the CCI the free
dom to enter ul.to Call or l'ut Options (viz. an 
option to buy or sell · a futures contract at pre
deter.rnined prices) in the New York Cotton Ex
change. The extent to which such options may be 
entered· into will have to be cleared before hand 
by the Government. It should, however, not be 
necessary to~ get Government's approval to each 
transaction. It is also necessary that the CCI be 
asked to submit ~detailed report to Government 
on the implications of CCI buying or selling such 
options, so that full details are available with the 
Government to enable a decision to be taken in 
this respect. If CCI has sufficient freedom for the 
import and·';~export of cotton, this will help in 
limiting the fluctuations in the prices of cotton 
and the Buffer stock to be held may be less than 
the 6 or 7 lakh bales mentioned earli~r. The role 
of the ocr will need to be redefined in the context 
of the above recommendations and to enable the 
CCI to play1 its enlarged role effectively, the 
management of the CCI neds to be strengthened. 

10.7 In the ·matter of stabilisation of cotton 
prices, the role of other fibres such as Viscose 
(including modified viscose) & non-cellulosic man
made fibres is also crucial. For effective price 
stabilisation of cotton, it is desirable that prices 
of other .fibres are substantially less than the cur-
rent prevalent prices. . · 

10.8 Especially in tim,es of cotton shortage, the 
import and .excise duties of cellulosic ·man-made 
fibres, which have properties similar to cotton and 
can effectively substitute fot: cotton, should be 
suitably adjusted so that the shortage of cotton 
could be made good by the use of such fibres. 
Imports of such fibres on low duty through a suit
able canalising agency is also recommended. 

10.9 Fiuctuations in cotton prices affect, sub
statially, the profitability in regard to exports of 
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fabrics, and made-ups especially when long term 
contracts are required to be entered into. As such, 
the Cotton Textile Mills have · to plan well in 
advance in regard to the types of cotton to be used 
for the manufacture of the fabrics they intend 
producing, especially for the export market. The 
cotton seascm varies from State to State in the 
country and different varieties of cotton are grown 
at different points of time. To buy a proper mix 
of the cotton needed, the mills have to en:er the 
market long before the commencement of produc
tion of specific fabrics for exports. In view of this. 
the Committee would recommend that Packing 
Credit for exports of cotton/blended fabrics ar.d 
made-ups should be extended from 90 days to 
180 days. 

10.10 In order to give effect to the multifibre 
approach suggested by the Committee. the avail
ability of various man-made fibres/yarns should 
be increased. This should be done by increasing 
the indigenous capacity in respect of synthetic 
fibres/yarns, suppleil'l€nted as necessary by im
ports. The Committee noted that import of man
made fibres/yarns is periPitted under OGL and 
the Committee recommends that this policy be 
continued. Protection to indigenous industry may 
be provided through the tariff mechanism, taking 
into account the recommendations of the Com
mittee in Chapter-V regarding reduction of import 
duties. 

10.11 The infrastructure for procurement and 
supply of yarn and other :-aw materials to hand
loom weavers regularly at reasonaple prices 
should be strengthened. For this purpose, the 
National Handloom Development Corporation and 
the state level Handloom Agencies should devise 
appropriate strategies and 'implementation mecha
nisms. 



CHAPTER XI 

EXPORTS 

11.1 Textiles constitute the traditional and one 
of the main sectors of exports from India. Cur
rently, exports of Textiles and Clothing (other 
than Jute & Coir) account for about 15% of the 
total exports from India and also constitute around 
10% of the total domestic production of textiles. 
India's textile exports consist primarily of cotton 
fabrics, made-ups and garments which account for 
the major share of its total Textile and Clothing 
exports to the world. The major markets for 
Indian Textile and Clothing products are West 
Europe, U.S.A., U.S.S.R. and Canada. 

11.2 World trade in Textiles and Clothing since 
1961 has been regulated first under the Short-Term 
Arrangement and later under the Long Term 
Arrangement. Since 1974, World trade in Textiles 
and Clothing has been regulated under. the 
Arrangement regarding International Trade in 
Textiles, commonly known as the Multifibre 
Arrangement (MFA), which lays down the para
meters for trade in products of cotton, wool, 
man-made fibres and their blends. Two tables 
setting forth the import of textiles and clothing 
into developed member countries of MFA from 
selected developing countries and percentage 
shares of India in the total imports of Textiles 
and Clothing in the develbped countries are 
annexed as Annexure-IV and Annexure-V. 
India's share in the total world market of 
selected items of Textiles and Clothing is given 
in Annexure-VI. As regards East European 
Countries (RP A), India's trade in textiles with 
these countries is on the basis of annual trade 
plans finalised between India and the countries. 
The U.S.S.R. is one of our major trading part
ners. Indian exports to the U.S.S.R. in 1984 
amounted to Rs. 290 crores. 

11.3 Till the early 1970s, IncUa's textile exports 
consisted primarily of cotton fabrics (woven) both 
to the developed member countries of the MFA as 
\\·ell as globally. During the 70s, significant 
changes took place. While India's share of ex
ports of fabrics to the world market graduaUy 
declined, exports of clothing grew considerably 
in importance and occupied an increasingly larger 
share of Indian exports of textile products. In the 
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area of textiles, India ranked fourth in 1963 but 
came down to nineth and thirteenth positions in 
1973 and 1982 respectively. Even in the clothing 
sector, despite spectacular increase in exports, 
India's share is still comparatively small. Indeed, 
India does not figure in the list of 15 major ex
porters of garments of the world. In this connec
tion, it is relevant to mention that the major 
portion of world trade in Textiles and Clothing is 
still accounted for by trade among the developed 
countries. The total volume of trade in Textiles 
and Clothing during 1982. was approximately 100 
billion US dollars but the developing countries 
were restricted to about one-third of this trade. 

11.4 The MFA trade regime has become in
creasingly resfrictive. Restraints under the MFA 
have, since its inception, been applied · almost 
exclusively to products from developing countries. 
The brunt of such mpre severe application of the 
MFA's provisions has been borne by exporting 
countries which, in some cases, : have had their 
production and mark~ting :1dversely, affected, even 
though the MFA explicitly recognizes. the need 
for developing countries to receive. special treat
ment. 

11.5 Moves are already afoot in the GATr for 
liberalisation of world trade in Textiles and Cloth
ing, including the p·ossibility of the full applica
tion of GATT rules to this· sector. While the 
benefits of liberalization through ~(return to the 
GATT rules would naturally be shared unevenly 
by the individual developing exporting countries 
depending upon their competitiveness . and areas 
of specialisation, these countries are likely to 
benefit in overall terms from ·such liberalization 
and non-discriminatory application of the rules of 
the multd'lateral trading system ·to the,· Textiles 
and Clothing trade. 

11.6 The Committee ~oted the position that in 
the area of apparel products, India has acquired 
the necessary competitive capabilities in respect of 
several items of apparel. Efforts at broadening 
and diversifying exports of apparel products have 
been const,rained by quantitative restrictions at 



extremely low levels or the prospects of imposi· 
tion of such restraints at low level of exports. 
Indian apparel exports are, therefore, likely to 
benefit under a freer trading regime. In the case 
of textile products, it appears that India has lest 
its competitive capabilities over a period of time 
on account of extremely slow pace of modernisa
tion and renovation. However, here also quanti
tative restraints have proved inhibitive in respect 
of a number of cduntries whereas in the case of 
certain other countries, large quotas have remain
ed unutilized. The existence of quotas has also 
come in the way of the Textile Industry adopting 
a more positive and aggressive export strategy. 
The Comnl.ittee is of the view that the Textile 
Sector would also benefit under a freer inter
national trading regime provided certain support 
measures are implemented to make the Textile 
Industry competitive. 

11.7 In order to 'have a significant market share 
in the international market, the domestic Textile 
Industry itself should be strong and viable. The 
various measures recommended in .the earlier 
Chapters are aimed at these objectives and would 
contribute to the increase of our exports. 

11.8 From the angle of foreign buyers, the ex
pectations would appear to be for reliable_ ~nd 
timely supplies, assured quality and competitive 
prices. If we want to have a stable export base, 
apart from measures needed for promotin~ t~e 
health of the Textile Industry as a whole, 1t 1s 
necessary to have a sta~le export policy. In parti
cular the export incentive policy must be for a 
stabl~ period of 3 to 5 years. At this stage, the 
Committee would also recommend that the 
facility of registration of contracts available for 
other exports by which the exporters can_ dep~nd 
on getting incentives as on the date of reg1~tratlon 
should be made available for cotton texble pro-

ducts also. 

11.9 In regard to exports of yarn of counts 40s 
and below, there was a time when we were ex
porting over 30 million kgs. In the rec~nt past, 
we have observed a self-imposed restramt of 6 
million kgs. per year and after the ban on exp~rt 

·of such cotton yarn, imposed in November, 19frl, 
th export ceiling for 1985 is yet to be announced. 
rr:e rationale behind this restriction is that the 
prices of such yam for domestic handloom wea-

h ld not shoot up. However, of the total 
vers s ou -11- k 
cotton yam production of about 1090 ~1 wn ·gs. 
exports constitute only a small proportion and are 
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not likely to create an adverse impact on prices. 
Consi~ering that we have a very large spinning 
capac1ty, where there is ur.der utilisation of in
stalled capacity, and there is a substantial inter
national market for cotton yarn of counts 40s and 
below, a stable and liberal policy for export of such 
cotton yarn is essential. The textile industry is 
of the view that it can easily e"port 50 ml. kgs. of 
cotton yarn valued at about Rs. 165 crores '.':ithout 
any adverse effect on dor!'€stic su?ply of yarn. The 
Committee would also recommend that cottcn of 
the appropriate qualities be allowed to be iTport
ed under the recently announced Import Expor~ 
Passbook Scheme, for the exp0rt of cotton y;rn so 
that in times of domestic shorta;;r,e o! cotton. ex
por,ts of yarn may continue oa t}-le basis of actual 
imports of raw cotton. Sircce there are no quan
titative restrictions on import of yarn by import
ing countries, there are no artificial restrictio!ls in 
the way of increasing our exp-Jrts. The value 
addition from raw cotton to yarn stage is estimat. 
ed to be around 37%. Higher exports, even if they 
are based on some import of cotton, would mean 
higher retained foreign exchange earnings. 

11.10 The Committee also considered the desir
ability of allowing import of cotton under 
Advance Licences against export of fabrics. made
ups and garments. Currently, these exports are 
substantially out of domesti.c in-puts and contri
bute significantly to our net foreign exchange 
earnings. If cotton were allowed to be imported, 
the net foreign excha;-::ge earning may go do--''TI 
and to make up the loss, the volume of expor~s 
may have to be substantially higher. which ;ray 
not be possible, since th~re are c: uantitath:e 
restrictions by major importi!lg cou'1tries. Con
sequently, the Commjttee did no+. favour import 
of cotton under the Advance Licensing Scheme t:lr 
exports of fabrics, made-ups and garments. 

11.11 The World demand for textile produc~s is 
movinct more & more towards products m2de of 
man.r:ade fibres. Unfortunately. this is an area 
where Indian Industry is rat!"ler dJsadvant3geotc3· 
ly placed on account of many reasons: ~he c~~t 
of production of the basic raw matenal IS qm,e 
high as compared to internation:;l price, ar:d th~?re 
is considerable domestic pull for these produc~s 
which makes the exports somewhat unattr~cti,·e. 
There is need to \Viden the produr':icn base d t>e 
- dustry so that the basic rax naterials are 
l!l . . -
available at internationa1ly C~'··''p2tl':l\"e pnc~s 
and enough surplus is creatt:d for exports. Th;s 
is a long term process anj in the short te:-m. 



facilities for liberal imports of man-made fibres/ 
fabrics for export purposes should be given. Input
output norms under the advance licensing Scheme 
and under the duty free REP Scheme may be 
reviewed and made more realistic. 

11.12 India has a unique comparative ad'va:ltage 
so far as handloom production is concerr;oed and 
the Committee is of the view that exports of 
hand:oom fabrics, made-ups a:1d garments can be 
increased substantially. There are no quantitative 
restrictions on handloom fabrics and made-up 
items even under the present regime (except on 
made-up items in Sweden). 

11.13 To sustain our growth in the exports of 
garments and hosiery, these sectors should be 
enabled to be technologically uptodate and com
petitive and for this purpose, the machinery 
needed should be allowed to be imported either 
duty free or at a very low rate of duty. The 
indigenous machinery manufacturers should also 
be enabled to produce various kinds of ·.textile 
machinery including garment and hosiery Yr?achi
nery and the Committee has made recommenda
tions elsewhere for this purpose. The Committee 
would also recommend that import of machinery 
for oexport production should be provided with 
concessional credit facilities. 

11.14 The Government have been trying to pro
mote a scheme of 100 per cent Export Oriented 
Units in the textne sector. Only one unit is 
known to have come up for production of fabrics 
and made-ups, while a few others have. been 
cleared for production of garments. The difficul
ties that seem to discourage exporters from 
setting up of 100% EOUs are :-

(i) difficulties in release of production in the 
domestic tariff areas ; 

(ii) high cost of customs bollding; 
(iii) difficulty in getting job-work done outside 

bonded areas ; 
(iv) imbalance in the various sections of 100';1,, 

EO Us. 

While these difficulties cannot be removed. ?ver
night continuous efforts are needed to mitigate 
the difficulties. There must be an institutional 
linkage between the garment ~nd hosiery ~anu
facturers and suppliers of fabncs and yarn m all 
sectors of the Textile Industry. 

11.15 The export oriented lA.nits face pro~lems 
in regard to uninterrupted power supply m a 
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number of States. The States should be prevailed 
upon to provide uninterrupted supply of.power to 
such units. · 

11.16 The exporting units must realise the need 
for strict quality control measures to meet with 
exacting international standards. They must in
stall in-house and in-process quality control 
measures. Government may take suitable steps 
to encourage the installation of such quality con-. 
trol measures. · · 

11.17 To make exports · .fully competitive; un
rebated indirect taxes should be fully refunded 
and besides, the exporters should be compensated 
for higher freight they may ha:ve to pay and ·for 
the market development expenses. Payment of 
cash compensatory support should not be linked 
to export performance. While these incentives 
would be decided on a case by case basis, certain 
net incentives should be available to all exporters. 
The Committee welcomes the recent measure to 
allow a reduction of 50 per cent of export profits 
from the taxable income.. Elsewhere, th~ Com-

. mittee has referred to the :need to work out a 
scheme by which exporting units ca,n get indigen~ 
ous machinery at no duty or at low duty. To 
bring down the _prices of . indigenous machinery. 
needed by the exporters, certain other measures 
have also been suggested such as reducing the 
import duty on components and special steels 
needed for identified items of Text.ile Machinery. 

·11.18 Recognising that the export market is not 
a uniform or hompgenous market, there is need 
for constant study of individual markets and 
strategies to develop our exports or expand our 
market shares in such markets. There should be 
e:x:tra incentives for diversification of markets and 
market exploration. There is need to have a 
separate fund 1 that should be utilised for better 
marketing approaches. Funds for generic publi
city and for the publicity in new and non-tradi
tional markets should be earmarked for use by 
different Export Promption Councils. Export 
Promotion measures should be undertaken on a 
continuous basis and there should be adequate 
follow-up. Many a times, the initial thrust has 
not been matched by subsequent production and 
export drive. The availability of foreign exchange 
for various Export Promotion Schemes like Buyer
Seller · Meets, partdcipation in specialised _Com
modity Fairs and Exhibitions and Market Onenta
tion Studies and Tours should be increased. One 
of the areas requiring attention is improvement 



of fashion designs. We should be able to keep in 
touch with the fashion changes abroad and modify 
our production schedule accordingly. Our sensi
tivity to fashion changes has not been adequate. 
There is also a lack of expertise and manpower 
availability in fashion design area in the country. 
The Government has taken some steps to set up a 
Fashion Design Institute in India with the help 
of the Fashion Institute of Technology, New York 
to take care of this ~nadequacy. The Committee 
is of the view that the setting up of the Fashion 
Design Institute should be speeded up. Equally, 
there is need for adequate training facilities in the 
various garment manufacturjng centres of the 
country for, garment workers and technicians. 
This will enable a higher productivity being 
achieved in garment manufacture. 

11.19 The Committee has elsewhere recommen
ded the need for raising the period of packing 
credit for export of fabrics and made-ups from 90 
days to 180 days. This needs to be increased for 
the garment/hosiery sectors also. 

11.20 Necessary marketing infrastructure must 
be created among the exporting units either 
uidividually or in consortia and institutiona~ link
ages be established with market channels. m the 
importing countries. Since our share m the 
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international market is currently insignificant, the 
growth potential is considerable .. The Comrrdttee 
is of the view that if the various measures indicat
ed in this Chapter as in other Chapters are im
plemented, it would help to substantially step up 
our exports on a stable basis. Equally, com
placency or lack of timely steps could lead to om 
losing even the existing market share to the new 
exporting countries that are emerging on the 
horizon. 

11.21 While studying the Sl.lbject of exports, the 
Commjttee had also occasi-on to look into the ex. 
ports of cotton (long and extra-long staples) f!:"o:n 
the country. During the last 3 Cotton years viz., 
1981-82, 1932-83, 1983-84, the real1sation on ac
count of cotton exports were of the order of 
Rs. 91.31, Rs. 155.16, Rs. 98.36 crores respectively. 
The CCI, on account of its considerable experti:::e 
in the area, has been able to realise better prices 
for the cotton sold by it. It also stands to reason 
that if a single Agency were to export cotton from 
the country, its bargaining power v:ould be better 
and the export revenue accruing to the country 
would be larger. Consequently, the Committee 
would recommend that exports of staple cottons 
from the country be canalised through the Cotton 
Corporation of India. 



CHAPTER XII 

DISTRIBUTION AND MARKETING CHANNELS 

12.1 rr:he Textile Industry as the oldest industry 
and as one that caters to a basic human require
ment, has an extensive distribution system reach
ing down to the village level. A number of mills 
and also powerlooms depend on traders to indi
cate to them what designs will sell in which areas 
and indicate the production patterns which are 
organised on the basis of such designs communi
cated in advance. Very few mills are able to 
evolve their own designs based on studies con
cerning consumer preferences. The distribution 
channel is a three or four tier one consisting of 
agents, wholesalers, semi-wholesalers and retai
lers, having regard to the traditional relationship 
between the mills and the distributors and the 
problems in regard to extending credit and 
effecting recoveries, that might arise, by·. mills 
dispensing with one or more of the tiers. It would 
be difficult to advocate, as of now, modifying the 
distribution system either by mills or by Govern
mental intervention. 

12.2 At the same time, it cannot be contended 
that the distribution system functions in a com- · 
pletely satisfactory maill}er and does not have 
any distortions in regard to the prices charged 
for similar varieties· of cloth at different places. 
However, so far as the genetal consumer is con
cerned, if the availability of cloth is adequate, 
the market forces can be expected to reasonably 
ensure that the prices charged are not excessive. 

12.3 At this stage, mention may be made of 
certain malpractices that exist by way of spurious 
markings on the cloth concerning the fibre com
position, processes carried out, etc. The consumer 
can and does not get cheated by such spurious 
markings. The Committee considers it necessary 
that the consumer receives the correct informa
tion concerning the fibre composition, quality of 
cloth, processes carried out, name of manufac
turer, etc. Marking regulations to cover most if 
not all varieties of cloth whether manufactured 
by mills or by powerlooms should be prescribed 
and effectively enforced. Any dealer who stocks 
cloth for sale with spurious markings should be 
liJ.ble for prosecution, apart from others who 
mi;ht be responsible for such spurious markings. 
The objective of such measures is to ·ensure that 
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the consumer gets the information needed and 
the competition in the market place as between 
different manufacturers of cloth is fair. · 

12.4 There has bee~ a noticeable development 
of consumers' cooperative stores, especially in 
urban and semi-urban areas. However, to ensure 
that the weaker sections of the .society, in parti
cular those living in remote and tribal areas, 
have a satisfac~ory access to sales out-lets in 
regard to the cheaper. varieties of .cloth that. they 
may require, there is need for strengthening the 
Public Distribution System for sale of such cloth 
in these areas. In places where having a regular 
shop is not a feasible proposition, the question 
of having mobile sales outlets which will sell 
cloth at Fairs and Weekly Bazars needs to be 
considered. 

12.5 Currently,, the National Textile Corpora
tion produces 260 million square metres per year 
of cotton controlled cloth which is sold in the 
range of Rs. 2.62 per linear metre to Rs. 5.68 per 
linear metre to the consumer and 8 million 
metres of polyester cotton blended cloth sold at 
Rs. 10.50 per metre to the consumer. This cloth 
is distributed through the National Cooperative 
Consumers Federation and to a limited extent 
through the N.T.C.'s own retail outlets. To ensure 
that it reaches the poorer people for whom it is 
meant, certain measures are necessary especially 
in rural areas.. The fact that the cloth reached 
th~ sales outlets should be certified by say two 
local people with representative capacity and the 
dates on which the cloth will be sold must be 
known in advance to the people. Not more than 
10 metres of cloth should be sold per person. 
These measures are expected to ensure that the 
cloth is bought only by the weaker sections of 
the society for whom it is meant. 

12.~ The handloom sector produces Janatha 
cloth which is comparable to the Controlled Cloth 
and this cloth is sold mainly through the State 
Apex Marketing Societies and the Handloom 
Development Corporations. There is need for 
improving the quality of Janatha· cloth and for 
streamlining the distribution of Janatha Cloth 
somewhat on the lines earlier indicated to ensure 



that it reaches the weaker sections of the people. 
Periodical campaigns for selling the Janatha 
cloth in remote interior and tribal areas may be 
carried out. 

12.7 The total. production of Controlled and 
Janatha Cloth is 630 million metres of cotton 
cloth and 8 million metres of polyester-cotton. 
There is need to increase the volume of produc
tion and to ensure that the consumer preference 
in the different regibns of the country are duly 
taken into account while deciding the pattern of 
production. M 

12.8 Consist~nt with the recommendation al
ready made iiL. the Textile Policy of 1981, the 
Committee would urge that the transfer of pro
duction of Controlled Cloth from NTC to the 
Handloom Sector be accelerated and preferably 
completed by the end of 7th Plan period. 

12.9 In comparison with the volume of produc
tion the management and marketing areas in 
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regard to handlooms are not adequately mann£:d. 
These areas need to be strengthened. The role 
of the National Handloom Development Corpora
tion and the State Handloom Devebpment Cor
porations have to be enlarged to enable them to 
provide adequate services in regard to production 
and marketing in the handloom sector. 

12.10 The existing system of rebates which are 
given as a market support measure may continue. 
However, to minimise the delays involved in toe 
payment of rebate, it would be advisable to place 
a certain amount as a cOrpus fund at the disposal 
of the State Governments every year, at the 
beginning of the year itself, based on their per
formances during the previous year. This amount 
could be utilised by the State Governments for 
disbursing the claims of the cooperative societies 
and corporations. They may submit the periodic 
accounts to the Central Government and c1aim 
the balance rebate. 
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ANNEXURE I 

Government res~lution or the Constitution of the Expert Committee on Textile .lndiastry to be 
published in the Gazette of India (Extraordinary) Part-1 Section-1 

GoVERNMENT OF INDIA 

MINISTRY OF COMMERCE 

RFSOLUriON 

No. 1/6/14-TPC. In ~w of the importance of the textile 
industry in the national economy, the Government have 
decided to set up an Expert Committee, under the Chairman
•hip of Secretary, Department of Textiles, to review the pre
tent situation in the textile •industry and to suggest measures 
for its proper development in the future. The constitution of 
the Committee shall be as follows :-

l. Shri Harbans Singh 
Secretary, 
Department of Textiles - Chairman. 

2. Shri K. V. Ramanathan, 
Secretary, 
Planning Commission. 

3. Dr. Bimal Jalan, -
Chief Economic Adviser and 
Ex-officio Special Secretary 
Ministry of Finance. 

4. Dr. Y. K. Alagh, 
Chairman, 
Bureau of Industrial Costs 
and Prices, 
Ministry of Industry. 

5. Shri S. S. Marathe 
'Vinay' No. 9, Saharjeevan 
Cooperative Housing Society Ltd., 
Off Ganesh Khind Road, 
Pune-91 007. 

6. Chairman, 
Industrial Development Bank of India, 
Bombay. 

7. Shri S. K. Misra, 
Development Commissioner (Handlooms), 
Deptt of Textiles. 

8. Prof. N. K. Chandra, 
Indian Institute of Management, 
P.B. No. 16757, Alipore Post Office Road, 
Calcutta-700 027. 

9. Dr. T. Radhakrishnan, 
Director, _ 
Ahmedabad Textile Industry's Research Association, 
P.O. Polytechnic, 
Ahmedabad -380 015. 
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New Delhi the 12th Oct •. l9_84 

10. Dr. T. V. Ratnam, 
Director, 
South Indian Textile Research Association; 
P.B. No. 3205, 
Coimbatore-641014. 

11. Shrl Bagaram. Tulpule, 
B-3, Bachani Nagar, 
Off Daftacy Road, Malad East, 
Bombay-9?. ' · ·· 

12. Dr. Deepak Nayyar, 
' 

Economic Adviser, 
Ministry of Commerce. 

13. Joint SecretatY, ' 
Department o~ Texltiles• 

14. Textile Commis-sioner~.·· 
Bombay·- Member Seilrerary;· · · 

' • , ' <· ~ l •I ' 

The terms of reference • of the · 'Corilmittee- Will- -be_ :as 
follows:-

(i) To study and review the present structure of the. Textile 
Industry, partiCularly the. relative role 'and effi.Ciimcy of 
different sectors of the industry, namely· handloom, 
powerloom and the organised mill sector, . with a view 
to suggesting measures for integratCd ·ana h~i:rilob.iou.s" 
development ·of'these'sectors for ·augmetiting 'the pro
duction and availability of textiles both for domestic 
consumption as well as exports ; 

(ii) To examine the existing ·industrial licensing, fiscal and 
trade policies with reference to the textile industry and 
suggest necessary changes for modernisation and growth 
in the industry ; 

(iii) To_ review the existing system of control and regula
tions and suggest chan~es~ wherever necessary ; 

(iv) To suggest measures which would improve the eco
nomic viability of the textile industry and to· formulate 
steps which would be necessary to prevent--and tackle 
sickness in the industry, . including structural. adjust
ments in the form of redeployment of Labour and 
capital; · • 

(v) To study the need for modernisation of the textile 
industry and outline its requirements in terms of infra· 
structural facilities, capital goods/technology and finan
cial ·resources for the textile industry; 

(vi) To examine the factors underlying trends in d~mestic 
consumption and domestic production of textiles, keep
ing in view the varietal mix of the output and the long 
term requirements of thQ industry ; 



(vil) To suggest specific role for different fibres in the con
text of a dynamic multi-fibre policy, taking into consi
deration such facton u consumption and production 
trends, employment implications in the agricultural 

· sector and. ecological consideration as between renew
able and non-renewable sources ; 

(viii) To suggest measures for ensuring stable raw material 
prices, including the possibility of b.u1fer stock opera-
tions in raw ma\Crials ; 1 

(ix) To suggest measures to increase exports of different 
types of textiles, particularly value added products, 
having' regard· to past performance; pattern of world 
trade and compacative advantage of the Indian textile 

industry •· 

(x) To examiJiC the distribution and marketing channels with 
reference to domestic consumption as well as exports 
and to suggest measures for making these more efficient 

· and cost effective. 

3. Tho Committee may,· if necessary, consider any other 
aspect related to the above terms of rderence. • 

4. The Committee will' formulate its own pro~eduro of 
working including engagement of consultants, if considered 
necessary, for any spoc:ific area of its work. 

S. The expenses on TA and DA, if any, will be borne by 
the respective department in respect of Govt. officials, whereas 
non-oftlclals wUl be entitled to claim TA & DA as per O.M. 
No; F. 6(2.6)-B·IV/59 dated Sth September, 1960 of the Minis· 
try of Finance · (Department of Expenditure), as amended 
from time ·to time.. 

6. Tho Committee will submit its report within a period of 
six months. 

7. The Headquarters of the Committee will be at New Delhi 
but it may meet at any other place in India. 

(Sd.) 

(N. K. SAB¥ARWAL) 

Joint Secreta111 to the Govt. of India. 

ORDER 

Ordered that a copy of Resolution be communicated to all 
concerned. · 

11 

Ordered also that the Resolu~on be published in the Ga-
zette of India for general information. 

(Sd.) 

(N. K. SABHARWAL) 

Joint Secretary to the Govt. of India. 

To 
The Manager, 
Government of India ,Press, 
Mayapuri, 
New Delhi. 
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To be published in the Gazette of bldla 

EXTRAORDINARY PART ~ ·sECilON 1 

GoVERNMENT or INDIA 

MINISTRY OF COMMERCE & SUPPLY 

Department of Textiles 

New Delhi, the 12th March, 1985. 

~OLUI'ION 

No. 8/l/85-TPC(.) Under Resolution No. 8/6/84-TPC dated 
12th_ Oct. 1984, the Govt. of India in the Ministry of Com
merce had constituted an Expert Committee on Textile Indu5-
try. A correction in the same. was made vide Resolution No. 
8/6/84-TPC dated 4th Dec. 1984. 

2.. The Constitution of the Committee has been modified as 
hereunder :-

1. Sh. S. S. Varma, 
Secretary, 

Deptt. of Textiles - Chairman. 

2. Sh. K. V. Ramanathan, 
Member Secretary, 
Planning Co.mmission. 

3. Dr. Bim.al Jalan, 
Secretary (Bankin&) and 
Chief Economic Adviser, 
Ministry of Finance. 

4. Dr Y. K. Alagh, 
Chairman, 
Bureau of Industrial Costs and Prices, 
Ministry of Industry 

S. Sh. S. S. Marathe~ 

6. 

7. 

'Vinay', No. 9 Sabarjeevan, 
Cooperative Housing Society Ltd., 
Off Ganesh Khind Road, 
Pune-411 007 

Chairman, 
Industrial Development 
Bombay. 

Sh. S. K. Misra, 

Bank of India, 

Development Commissioner (Handloomsl, 
Deptt. of Textiles. ' 

8. Prol N. K. Chandra, 
Indian Institute of Management. 
P.B. No. 16757, Alipore Post Office, 
Calcutta -700 027. · 

9. Dr. T. Radhakrishnan, 
Director, 
Ahmedabad Textile Industry's 
Research Association, 
P.O. Polytechnic, 
Ahmedabad-380 015. 

10. Dr. T.V. Ratnam, 
Director, 
'South India Textile 
Research Association, 
P.B. No. 3205, 
Coimbatore-641 OU. 



. 11. Sh. Bagaram Tulpule, 
B-3, Bacbani Nagar, 
Off Daftary Road, Malad East, 
Bombay-97. 

11. Dr. Deejak Nayyar, 
Economic A6viser, 
Ministry of Commerce. 

13. Joint Secretary, 
Deptt. of Textiles. 

14. Textile Commissioner, 
Bombay. 

3. Other terms and conditions of the Committee remain 
tho wno. 
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ORDER 

Ordered that a copy of Resolution be communicated to 
all concerned. 

Ordered also th;lt the Resolution be published in tho Ga· 
zette of India for general information. · 

(Sd.) 

(N. K. SABIIARW AL). . ' . 
Joint SeCTeta.t'11 to the' Govt. of India.. 

To 
The Manacer, 
Government of India Press, 
Mayapuri, 
New Delhi. 



ANNEXURE II 

Estimates· ef bcome and Price Elasticity 

(I) By P .G. Sara pia 

D.1ta P~riod 

Data base 

Income Elasticity 

Fibre 

Cotton 

Polyester 

' ,. 

Nylon 

Non-cottoD 

Polyester Cotton 

Other Mixed 

Mixed I . 
All Textiles 

Price Elasticity 

Cotton 

Polyster 

Nylon 

Non-Cotton 

Polyester Cottoa 

Other Mixed 

Mixed 

All • Textiles 

1983-Csoss Sectional d:!ta 

Comumcr P.1nel (CPT) data 
of TeJCtiles Committee in 
Quantity · 

Urban 

0.19 

0.36 

0.31 

0.44 

0.42 

0.42 

0.43 

0.28 

-1.05 

-2.73 

-1.82 

-1.73 

-2.17 

-1.56 

-1.83 

..._(},60 

Rural 

0.29 

0.57 

0.37 

0 .. 43 

O.G9 

0.43 

0.74 

0.35 

-1.53 

-2.03 

-0.63 

-] .14 

-2.63 

-·1.12 

~2.22 

-0.77 

r · AIJ 
I:ulia 

0.19 

0.66 

0.27 

0.60 

0.77 

0.43 

0.66 

0.29 

-1,40 

-2.40 

-1.00 

-'---1.38 

-2.53 

-1.27 

-2.13 

-0.74 

'rice 1?1asticitie1 ut tli.Derent income lev~ls 

Urban 

Cotton 

Polyester 

Nylon . 

Non-Cotton 

Polyester Cotton 

Other Mixed 

Mixed 

All TeXtiles 

Rs. 
3,000 

-1.21 

-2.92. 

-2.14 

-2.01 

-2.32 

-1.62 

-1.98 

-0.72 

Income Level 

Rs. Rs. 
6,000 10,000 

-1.18 

2.89 

-2.C9 

-1.96 

-2.29 

-1.61 

-1.95 

-0.70 

-1.15 

-2.85 

-2.01 

-1.90 

-2.26 

-1.60 

-1.92 

-0.67 

R5. 
30,000 

-0.96 

-2.63 

-1.65 

-1.58 

-2.09 

-1.52 

-1.75 

-0.53 
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Rural 
Income level 

Rs. Rs. Rs. Rs .. 
30,000 3,000 6,000 I 0,000 

Cotton 
PolYester 
Nylon 
Non-cotton 
P0ly~ster-Cotton 

Other Mixed 
Mi.xed 
All Textiles 

-1.63 
-2.12 
-0.64 
-1.24 
-2.64 
-1.13 
"-2.25 
-0.81 

(II) By Mrs. Sukumari Murthy 

Data Period 

-I .59 -1.54 -1.28 
-2.09 -2.04 -1.79 
-0.63 -0.62 -0.58 
-1.20 -1.15 -0.89 
-2.63 -2.62 -2.57 
-1.12 -1.12 -1.09 
-2.22 ..:....2.22 -2.15 
-0.79 -0.77 -0.65 

Data Base NSS and Con-;umer Panel (CPT) 
<.•f To;:xtiles CJmmiHce in value terms 

Rural: 
Poor (40%) 
Middle (30 %) 
Hiah (30%) 

Urban: 

• Poor (40%) 
Middle (30 %) 
Hiah (30%) 

Rural: 
Poor • Cotton 

Middle 

High 

Urban: 

Non-Cotton 
Mixed 

Cotton 
Non-Cotton 
Mi.xed 

Cotton 
Non-Cott<'n 
MiXed 

Poor Cotton 
Non-Cotton 
Mixed 

Middle Cotton 
Non-Cotton 
Mixed 

High • Cotton 
.Non-Ct>tt0n 
Mixed 

• 

Price Jncc-me 
Elasticity Elasticity 

-0.75 
-0.44 
-0.38 

-0.98 
--().29 
-0.07 

2nd Stage 

. -0.73 
-2.23 
-i 0.03 

-0.71 
-2.21 
-0.36 

-0.75 
-1.5~ 

-2.13 

~ -0.2! 
-3.3~ 

-0.19 

-0.18 
-1.27 
-0.18 

-0.-H 
-o.s; 
-0.70 

1.59 
1.79 
1.18 

1.61 
1.02 
1.46 

].64 
2.52 
0.37 

1.85 
2-84 
0.42 

0.8~ 

1.24 
2.19 

O.H 
0.-'~ 

C--16 

0.30 
3.93 
0.30 

0 :lO 
1.73 
I AS 
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(UI) Bt Dr. B. V. lyer, ATIRA 

D.ua Period 1912-19 

D.1ta B.lSC • Consumer Panel (CPT) of 
TeXtiles in quantity terms LES 
Method of analysis. 

Income uvel 

R~. Ri. 
Less tb'ln 3,000 10,000 
R~. 3,000 to + 

10,000 

Income Elasticity: 
'· 

Cotton 0.80 0.67 0.30 
Synthetic; 2.06 1.10 1.63 

P .:>lyc:~ter-Cotton 2.05 1.74 1.93 

Own Price Elasticity 

Cotton -0.80 -0.46 -0.26 

Synthetic; -'J.91 -0.15 ·.-0.13 

P .:>lyc:ster-Cotton -0.98 -0.42 "-;-0.90 

Cross Price Elasticity 

c;sy. -0.001 -0.09 -0.02 

C/Pc -0.003 -0.10 -0.02 

(IV) Bt Mrs. MruduJ Eapoa 
.• 

Data Period 1974 to 1979 

D.lta Base • Con5umer Panel (CPT) of 
Textiles Committee. · 

Income Elasticity: 

Fib:e All Urban Rural 
India 

Cotton 0.23 0.3J .0.21 

Art Silk 0.51 0.62 0.42 

Nylon 0.30 0.83 0.62 

Pol )'ester J.07 1.25 0.83 

Total Non-Cotton 1.07 1.15 0.83 

Polyester/Cotton 1.07 1.35 0.90 

Other MiXed 0.61 1.15 0.35 

Total MiXed 1.00 t .25 0.76 

AU Textiles 0.31 0.42 0.28 

Price Elasticity 1 

Own Price Cross Pric 
Elasticity Elasticity 

I All Non-Cotton ~.3356 1.500 

(a) Rayon {Art Silk) -0.7419 -0.270: 

(b) Synthetics (Nylon & Polyester) • ,-0.4055 2.396 

II AU MiXed 0.2629 0.937 

(a) Polyester/Cotton 0.4794 .• 0.774: 

(b) Other MiXed • -0.1993 1.384 ,, 

SoURCE: Consumer Purchase of Tel!.tiles, 1974 to 1979. , . \ 

(V) Prof. c. ~- v. N. Murthy , , (_' .. :1· 

1. 

2. 

3. 

4. 

s. 
6. 

1. 

2. 

3. 

4. 

5. 
6. 

1. 

2. 
3. 

4. 

'· 
6. 

Sudar Patel Institu~, Ahmedabad 

Data Period 195!-52 to 1978-79 

Data Base ' . • NSS rounds 2 Jo. 28 (in vatu 
_terms). · 

Income Elasticity (With conditions of homogeneit: 
and symmetry) 

Rural Urban 

:food grains 0.65 0.4: 

Milk etc. 0.79 0,8. 
{ 

Other Food 
\ 

0.71 0.4 

Clothing o; 0.09 ' . :t.S 

Fuel, etc. • ,. 1.03 0.8' 

Other non-food • 2.49 1..91 

Own Price Elasticity (With conditions of honaoge_neit: 
and symmetry) 

Food Grains • -0.34 -0,-fj 

Milk, etc. -0.45 ..:...o.s~ 

Other Food -0.51 .,.....(). 3-1 

Clothing -0.10. :.....6.3C 

Fuel, etc. -0.47 -l.lC 

Other Non-Food • -0.13 ,-1,()( 

Food Grain Cross Price Elasticity (With conditions oJ 
homogeneity and 
symmetry) 

Food Grains • I . - . , -0.34 -0.4E 

Milk etc:" • • -1.03 ~.63 

Other Food • • • -1.15 -O.O!l 

Clothing • -0.66 -0.42 . ' 
Fuel & light • ~.53 -O.U! 

Other non-food • -0.51 -O.D 



(IV) By Prof. \', N. Reddy and Prof. N. K. Cbandra 

U.M. Calcutta 
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TABLB No.2 

GrfiWth Ratt!l .In' the p~r Capilli~ Corrsumptlo" of Cloth during 1972 to 1983 

· Regression Model : Log li Q-a+ b t; 

Variables used : Q-p'er capita consumption of cotton cloth in metres 

\ C~per capita consumption of non~tton clotn in metres 
Q-per capita consumption in metres 

nc 

Q-Q+Q 
1 C nc, 

Q-Pet Capita consumption of non cotton cloth in metreS 
nc (in terms of cotton cloth equivalent). 

1 l 

Q-Q+Q 
C nc 

Region · • Variable Mean Estima.tcd Coefficients 

a b 

Rura1 Q 11.32 2.59 -0.026 

c (6.72) 

·Rural • ' .. .. Q 1.61 -0.125 0.082 
nc (4.13) 

·Rutal Ql 3.22 0.569 0.082 

nc (4. 1 3) 

Rural . Q 12.93 2.63 -0.012 
(1.48) 

Rural . Q1 14.74 2.68 -0.008 

(0.09) 

Urban Q 10.80 2.41 -O.OC.5 

c (0.85) 

·urban . Q 4.01 0.70 0.097 
nc (10.65) 

I' 

Urban Ql 8.02 1.39 0.097 

nc {10.33) 

Urban Q 14.81 2.54 0.023 

(4.35) 

Urban Ql 18.02 2.67 0.039 

(7.02) 

D.W. 

0.82 1.72 

0.63 1.06 

0.63 1.06 

0.37 0.55 

0.002 0.62 

0.07 1.43 

0.92 ].50 

0.92 1.41 

0.73 I. 39 

0.87 1.1~ 
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'J"ABLI! No.3 

lkmand /fJr Cloth 

EstimaJed Equation.r t 

(i) Linear 

(ii) Linear 

(iii) Loa-tinelr 

(iv) L:>a-lineu 

Qi=-b, + baPi + baYi 

Qi=-b..+lb1 PI +lbati + b1t · 

log Qi- b, + b1 log Pl + b. loa Yi 

log Qi-b1 +Jb1 log PI + b1 log Yi + b1 los t 

wllerc Q-Per-c1pita c:>n>umption of cloth, in Year i, 

' Pi-Price Per metre of non-. ~tton cloth io year i, 

Ptioc pee metre of cotton ~;loth in year 

Yi-Per Clpita real income, in year ·;, JJ 

1=1972, 73 .......... 83 

The demand for cotton cloth Qc non-cotton cloth Qnc, and Q:aQc + Qnc at All India level are estimated separatelf anc1 
given below : 

equation 

(i) 

(ii) 

(i) 

(ii) 

( i) 

(ii) 

(iii) 

(iv) 

(iii) 

(i \') 

Dependent 
Variable 

Qc 

Qc 

Qac 

Q 

Q 

b, 

23.29 

(6. 76) 

10.44 

(2.30) 

-5.72 

(2 .I 5) 

5.49 
·' . (3.80) 

17.38 

(5.50) 

15.97 

(2.66) 

9.55 

(4 .20) 

3.99 

(1.33) 

-30.17 

(4.01) 

-4.05 

(0.68) 

The ft.!ures in p:Lrantbe5es arc t-ratios • 

Estimated Codfficients 

-8.076 

(0.17) 

-0.93 

(2.24) 

-0.832 

. (6.49) 

-0.89 

(1. 75) 

-0.909 

(1.68) 

0.037 

(0.17) 

0.184 

(0.99) 

1.63 

(2.12) 

-2.35 

(5.79) 

b •. 

-0.18 

(3.17) 

o.oos 
(0.!52) 

0.017 

(4.48) 

-0.003 

(1.08) 

-0.001 

(0.22) 

0.002 

(0.17) 

-1.11 

(3.16) 

-'J.257 

(0.56) 

5.18 

(4.26) 

1.105 

(5.32) 

. -0.295 

(3.03) 

0.257 

(9.3!5) 

-0.037 

(0.3.~) 

-0.096 

(0.35) 

0.459 

(l.JJ) , 

O.S6 , 

0.70 

.0.97 

i 0.30 

0.31 

.0.56 

0.74 

0.67 

. 0.93 

D.W. 

2,11 

2.11 

2.43 

2.2S 

1.16 

1.!54 

2.29 

2.62 
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Region. Variable Moan Estlmaled coefficients D.W. 

a b 

All India Qc 11.23 2.56 -0.022 0.78 1.76 
(6.05) 

Qnc 2.16 0.109 0.09.2 0.80 1.17 
(6.37) 

Qln• 4.31 0.802 0.092 0.80 1.16 
(6.37) 

Ql 13.39 2.61 -0.003 0.06 0.81 
(0.53) 

Q1 15.54 2.68 .. 0.0) 0.26 0.85 
(1.43) 

Figmes in parantheses indicate 't'-~atios 
Non-Cotton includes miXed teXtiles. We lu:ve used I meter of non-cotton equivalent to 2 metres cf cotton to obt~in the cotton 

cloth equivalent of non-cotton textiles in erch year. 

(Vm By Dr. Omkar Goswami-Delhf School of Economics 

SMPL 1-20 

OLSQ/Dependent variable is IDCOTA 

COEF 

c 1.998534 

LPRCOTA -0.196588 

LRINCA 0.335997 

R-Squared=O. 85401 

Adjusted R=Squared=0.83683 

Observations=20 

Su't' of Squared Residuals=0.121651 

S.E. of Regression=O. 084592 

D~rbin-Wats(•n Statistic=J.84753 

F-Statistic=49. 7242 

S.E. T-STAT 

0.234876 8.508865 
0.081902 -2.400279 
0.033694 9.971750 

Covariance Matrix 

c,c 
C, LPRCOTA 

C, LRINCA. 

LPRCOTA, LPRCOTA. 

LPRCOTA, LRINCA 

- LRINCA, LRINCA 

0.055167 

-7.347E-3 

-6.397E-3 

6. 708E-3 

-6.339E-4 

1 .J35E-3 

SMPL 1-20 

OLSQ/IDEPENDENT VARIABLE IS LDCOTB 

COEF S.E. T-STAT 

c 
LPRCOTB 
LRINCB 

2.106424 
-0.457156 

0.393510 

0.356CC5 5.916838 
0.066795 -6.8~~(99 

• 

R-Squarec = 0. 85378 
Adjusted R-Squ~rec=083658 
Observ<,tiom =20 
Sum of Squared Re~idu~.ls=07G984 
S.E. cf Regression=O .C6•16J8 
Durbin-Watson St<ttistic= I . 9-1568 
F-Statistic=49. 6332 

0.045145 

COY ARIANCE ~LURTX 

c. c. 
C;LPRCOTB 
C, LRINCB • 
LPRCOTB, LPECOTB 
LPROCTB, LPRCOTB 
LRINCB. LRINCB 

L.'LN '""' nat. Logs. 
C :Constant 
A :Inc. gr. I & II 
B :Inc. gr. ill & IV 

8. 7!6-18( 

0. I :673') 

-.::.JJ:::E-3 
-tl. C 1 ::c.•c_·: 

..; .-'6:E-3 

-7 50SE--' 
.:: .OJ.;E-3 

Data : 197-1-1983 OVer 2 income gr.:>~:;:-s (.-\ ,•r Bl. 

-20 Obs. 

A+B=01 ~' of samrle households. 
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(liT) Br Dr. v. L Cbettr 

I.S.J. : Delhi 
Data Period • . =1980 and 1981 
D.ttl Base . = Prim:uy data of c.Jnsumer Panel (CPT) of Textiles Committee. 

P,·ice and Income elasticitic:s of demand fer certain type5 of clotli 
according to Income groups (1980-81) 

(I) Cotton Mill : 

Income Group Income Own price Cross price Elasticities R• 
R5./H.Jusehold/annum Elasticity Elasticity 

Polyster Polyster · · 
Mill cotton mill 

0- 5000 0.3684 -.8318 .0243 -0.633 34.41 

5000-10000 0.4859 -.9!91 .0094 -.1579 26.19 

I 0000-20000 0.4095 -.9221 .02875 -.0469 . 40.10 

20000-40000 0.5184 -1.034 .01323 -.123 33.50 

(2) Polyster Mill 

Income Group Income Own Price Cross Price Elasticities R• 
Elasticity Elasticity 

Cotton Mill Po Iyster 
Cotton Mill 

0- 5000 0.9186 -1.539 1.011 0.00557 13.84 

5000-10000 0.9477 -1.530 1.067 -.00668 13,46 

J 0000-20000 0.5637 -.9532 • 0.3386 -.07343 28.33 

20000-40000 0.5702 -.9521 0.04416 -.07644 28.28 

(3) Po/yster Cotton MiD 

.• 
Income Group • Income Own Price Cross Price Elastici~ies R• 

Elasticity Elasticity 

Cotton Mill Polyster Mill 

0- 5000 0.3058 -.9570 0.9428 . -.0477 14.89. 

5000-10000 0.5141 -.9021 . 1.086 -.102& 6.58 

I 0000-20000 0.56639 -.9533 0.4100 -.0033 22,84 _,. 
20000-40000 0.5924 -.9623 0.4137 -.0050 21.93 



ANNEXURE III 

Estimates of Income and Pr;ce Elasticities of Demand for Textiles in India• 

1. Introdoctioa 

Several research organisations (SPI, ATIRA. etc.) and gov
ernment agencies [The Market Research Win~ (MRW)_ of the 
Textile Committee] have estimated the pnce and m.c?I?e 
elasticities of demaJ\d for textiles in .India.* Th~~e elasticities 
are seen to play an important role m charactensmg the con
sumptioli patterns and in projecting the future demand._ The 
main data• sources used for the analysis are the followmg :-

(1) Natlonal Sample Survey (NSS). 
(2) Survey• of Consumer Purchases of Textiles (CPT). 

(3) National Accounts Statistics (NAS). 

The studies mentioned above have adopted different metho· 
dologies for estimating the demand elasticities. The MRW 
using the CPT data for a single year estima:ted demand 
models in a multiple regression framework. In thi~ the house-

. hold consumption of textiles (or of a particular vanety; cotton, 
non-cotton, mixed, etc.) in rupees (or in meters) is assumed 
to be determined by the income and the own price, whe~e the 
latter variable is derived as the ratio of value and quantity of 
consumption. Tho study however does not take into account 
tho effect of tho prices of substitutable or complementary 
items in the consumer budget Moreover the way in which 
the price variable is derived is likely to introduce the effect 
of quality also in the estimated elasticities. Nevertheless the 
estimated models. depending on the goodness of fit and other 
criteria could safely be used for projecting the future dema.nd. 

The approaches adopted in SPI and ATIRA studies deviate 
markedly from MRW approach. In view of a broad. simi
larity in the approaches we provide below some details on 
these studies. 

2. SPI Stodiet 

Recognisiilg the limitations inherent in partial demand 
models for estimating the elasticities, SPI has undertaken 
several studies on consumer behaviour in a complete demand 
system framework. Initially attempts wer~ made wit~ the 
NSS. data on consumer . expenditure to estunate theoretically 
consistent demand models for a large number of commodity 
groups in which clothing is considered as one broad group. 

Two types of data namely timeseries and timeseries of 
cross-section covering the period 1955-56 to 1973-74 are used 
to estimate demand models separately for rural and urban 
areas of India. The familiar linear Expenditure System and 
ftexible systems are estimated to examine the pattern of the 
complete set of demand elasticities. Further these models are 
analysed by explicitly incorporating the distribution of income 
(or total expenditure), for which the NSS time series of cross
section data has been pooled into few groups bas~d on tho 
estimated real incomes which are arrived at by considering 
differential rates of inflation across the classes_ over the period. 

Almost all the models estimated with the NSS data, seem
ingly indicated clothing to be a luxury or a semi-luxury item 

•This note is prepared jointly by G. V. S. N. Murty and 
B. v. Iyer. 
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in the urban-consumer budget, yielding an income (or total 
expenditure) elasticitiy more than one. This pattern is seen to 
be insensitive to the type of data used for estimation. In 
rural areas however time series models exhibited an estimate 
less than one, while the timeseries of cross section models 
indicated a pattern similar to that of urban area~. Since the 
nature of the two types of data is different the timeserie!> 
estimates basically represent only the short run behaviour, 
while the other estimates represent a long-run behaviour. 

Since the NSS data do not provide information on different 
sub-groups of clothing (such as coLton, non-cotton, mixed), a 
two stage utility maximisation hypothesis is postulated to link 
the NSS budgetary pattern with that of CPT pat:em for 
clothing group. In this approach consumers are assumed 
initially to allocate total expenditure across broad commodity 
groups and at the second stage are assumed to allocate acros3 
subgroups within a group. The estimates of income and own
price elasticities of demaild obtained from the first stage LES 
model are given in Table 1. In this model four commo jity 
groups - Food, Clothing, Fuel and Light and other non
food -, and three population groups (poorest 70%, middle 
30% and top 30%) are considered separately for rural and 
urban India. Separate price indices for rural and urban areas 
are constructed with base 1961-62 and they are wholesale 
indices. 

In the second stage also tES model is specified and three 
sub-groups - cotton, non-cotton and mixed - within the 
clothing group are considered separately for rural and urban 
India. The second stage models are estimated with the help of 
the CPT data for the years 1972-76, and a single price index 
(i.e. average index) for all the income classes in a given year 
is used with 1970 as the base year. In view of the limited 
amount of data available at that time, only two income groups 
could be considered representing poorest 70 per cent and top 
30 per cent of the population. The price and income elasti
cities within the clothing group are presented in Table-2. 
While integrating the first and second stage elasticities Cle 
results for the poorest 70% are assumed to represent the sub
group allocation of the first· two NSS groups. 

3. ATIRA Studies 

The data base for the studies conducted by ATIR..o\ has 
been exclusively the consumer purchase of textiles. Och~r 
available sources such as the NSS or the National Accounts 
Statistics, have not been used for the following coo;iC:er:l
tions : As a rsearch association working on behalf of ~e 
textile industry, the ATIRA is interested in an:~lysing, tl:le 
demand in quantitative terms in terms of the commonly u;d 
units of metres in addition to an analysis of the e:~:penditur.: 
or textiles. By the same token, it was consiJered im?''rtant 
to analyse the demanJ for sub-cate.;;ories of te:~:tile su.-h B. 

cotton, synthetics and blends and the changes in the comump
tion of the textile basket as a whole over a perioJ of time. 
These considerations meant that only the dJ.ta rroviJ~J ty 
the CPT would be suitable. The analysis been carri~J out f~r 
the time period 1972-i9 and thu3 is c>n time s.::i.:s d cross 
sections. 



One part of the analysis has been the application of the 
LES model to the above mentioned data. In this, there has 
been a departure from tho traditional use of the model in 
the sense that the sub-categories of textiles have been given 
the status of independent commodities. This approach can 
be justified, since the textile expenditures analysed are in 
nominal terms (i.e. tho actual expenditure incurred) in the 
context of competition by different commodities in the budget." 
The prices used in this analysis have been obtained by divid
ing the expenditure by the quantity ; this would inevitably 
lead to a confounding of the price and the quality effects as 
in the case of MRW· estimates. However, the int_ensity of 
this confounding is lessened to some extent because the ana
lysis is carried out separately for different income groups. 

The analysis has been carried out at the all India level and . 
for the three income groups. The incomes have been adjusted 
to 1976 levels with the help of the consumer price index for 
industrial workers as the common deflator. Three major sub· 
groups of textiles, namely, cotton, synthetics (po)yster+nylon . 
+acrylics) and polysterfcotton have been included in the 
1tudy. The results of the analysis are reproduced ~ Table 3. 
This analysis would broadly correspond to the second stage 
analysis of the SPI Study mentioned . above. 

4. Comparison of the results of ATIRA and SPI Studies 

At the outset. it may be desirable to recapitulate the broad 

differences between tho two cited studies .(i.e SPI and ATIRA) 
in terms of data ~djustments, time period covered, and 
methods, etc. 

(a) The SPI study relates to the time period 1970·76 while 
the ATIRA study covers the period 1972·79. 

(b)· The population groups (poorest 70% and the top 30%) 

arc considered in the SPI Study while three groups . 
based on real household income (Rs. (}-,-3000, Rs. 3000 

-10,000 and above Rs. 10,000) are considered in the 
A TlRA study. 

(c) The SPI study analyses for the above population 
groups separately for Rural and Urban India, while 
the ATIRA study is at the All India level. 

(d) There are differences in the sub-group classification 
also. The SPI study deals with cotton textiles, q.on· 
cotton textiles and blended textiles, each as a separate 
group, In contrast, the groupings in the ATIRA study 
are cotton, synthetics and PE/cotton, and thus it ignores 
some non-cotton textiles such as art silk and blended 
textiles such as cottonjviscose, etc. 

(e) DiJierences also exist in the measurement of the price 

variable between the two studies. SPI considered a 
single price for all income classes while ATIRA defines 
price at the ratio of value and quantity. 
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Although the basic modela is the same the above differenc~ 
aro bound to affect tho elasticity estimates. 

Table 1 

The. expenditure elasticity of clothing is seen to be in the 
range of 0.84 to 1.40 in rural India and of 0.76 to 1.38 "in 
urban India. As expected clothing is , characterised as a 
luxury item in. the budgets of the poorest 70 per cent of tho 
population in both the areas.. Tho percentage increase in 
demand with a one per cent increas_e · in tQtal expenditure ~ 
seen to increase initially upto a certain level of total expcn· 
diture and thereafter declines. 

Although all the own price elasticities exhibited t~~:e in· 
elastic nature of cloth consumption tho infiu~nce of price on 
demand is seen to decline with a rise in the tqtaJ expen4iture. 

TabLe 2 

Within the clothing group, a marked .incr~ase in the per· 
centage of demand is pronounced for mixed variety. in rural 
and for cotton and mixed varieties in urban, with a rise in 
the total expenditure. The pattern . of the own; price elasti· 
cities also exhibited similar tendencies. 

Although the SPI and ATIRA results are not strictly com
parable, the pattelll of the elasticities (Table 2 and 3) across 
the income groups is almost same. 

Some adjustments are necessary to the values given in 
Tables 2 and 3 before even a rough comparison can bo made. 
These have been done as follows : The separate values for 
rural and urban in the SPI results (Table 2) have been com
bined to yield an All India figure by weighting tho rural and 
urban values by 0.8 and 0.2 respectively. At the next stage, 
the values for- different income groups in the SPI and 4TIRA 
results have been consolidated: iri.to· a: single value for eacli 
set by assigning weightages 0. 7 and 0.3 for the two expendi· 

ture groups of. SPI _and 0.24! 0.58_. an.-d. 0:18_ (pr'!P.C?~f!~n o~ 
aggregate expenditure on textiles) for the three income groups 
of ATIRA. · The so adjusted values are given i,n :rable-4. 'J 

It is seen that the income elasticities for non-cotton textiles 
have turned out to be surprisingly identical and those for 
cotton textiles are fairly close. .A-4 the other estimates are 
markedly different. In fact, the ATIRA est4nates are .lower 
than those of the SPI, _except for income elastiCity of mixed 
textiles. The factors (a) to (e) indicated above: might, bave 
contributed to those differences. This in turn calls for a more 
comprehensive study on the demand for textiles and the socio· 
economic and demographic factors aff~ting it, for_ evolving 
realistic price and income policieS. Moreover the _econo
metric models hitherto used allow only foD limited substitution 
possibilities, and the need for modelling demand patterns .for 
clothing in a flexible framework can. hardly be over
emphasised. 
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TABLE 1 

ELASTICITIES FROM THE FIRST STAGE LINEAR EXPENDITURE SYSTEM 

(NSS DATA. : 1953-54 to 1970-71) (SPI Results) 

Rural India Urban India 
Population Group 

'\ Food Clothing Fuel & Other Food Ck•thing Fuel & 
light nonfood light 

.. 
Income Elasticity 

Poorest 10% 0.84 1.28 1:59 0.96 0.69 1.24 1.61 

Middle-30% 0.44 1.40 1.79 1.46 0.001 1.38 1.02 

Top 3o~ ·. 0.34 0.84 1.18 1.66 0.12 0.76 0.23 

Own Price Elasticity 

Poorest 40% ---{),67 -0.72 -0.75 -0.53 -0.58 -0.86 -0.98 

Middle 30% -0.27 -0.56 -0.44 -0.48 -0.0005 -0.68 -0.29 

Top 30% -0.17 -0.40 -0.38 -0.72 -0.06 -0.49 -0.52 

TABLB 2 

BLA.SI'ICITIES FROM THE SECOND STAGE LINEAR EXPENDITURE SYSTEM* 

Population Groups 

}loorest 70% 

Top 30% 

Poorest 70% 

Top 30% 

Cotton 

1.03 

0.74 

-1.09 

-1.10 

(CPT DA.T.A : 1970-76) (SPI Results) 

Rural India 

Non-cotton Milced Cotton 

Income Elasticity 

1.59 0.24 0.29 

1.05 1.86 0.65 

Own Price Elasticity 

-2.24 -0.37 -0.33 

-1.62 -2.29 -0.59 

•These estimates relate to within sroup V.lriables only. 

Note; The results of Tables 1 and 2 are t 1k.:n from the study by Sukumui MurtY ( 1 983). 

Urb.ln IndiJ 

Non-Cotton 

3.85 

1.-!5 

-1.3-1 

-0.95 

Other 
non food 

1.13 

1.44 

1.46 

-0.76 

-0.61 

-0.82 

Mixed 

0.:9 

1.17 

-0.23 

-0.84 



TABU 3 

El.Irticities /rom Linear Expenditure System 

(CPT dlta : 1972-79) (ATIR.A Results) 

Household Inc.:>me 
Group R,. of 1976 

0 to 3000 

3000 to 10000 

10010 and above 

o to 3m 

JOOOto 10000 

l®JO and above 

All India 

Cotton Synthetics PE/Cotton 

Income Elasticities 

0.80 2.06 2.04 

0.67 1.70 1.73 

0.30 1.63 1.93 

Own· price ElasticitY 

-0.80 -0.97 -0.9& 

-0.46 -0.1S -0.42 

-0.26 -0.73 -0.90 
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TABLB4 

Weighted FJasticilies 1 Linear Expenditure System 

ALL INDIA 

SPI Study ATIR.A Study 

Cotton Non-Cotton MiXed · Cotton Synthetics PE/Cotton 

. 0.83 

-0.96 

NoTES 

Income Elasticities 

1.77 0.69 0.64 1.77 

Own Rrice Elasticities 

-1.89 -0.84 -O.Sl -:-9.45 

1 Sec for example the following studies ; ' 

(a) SPI Studies 

1.84 

-0.64 

(1) 0. V. S. N. MurtY (198S); Consumer Behaviour in 
India; An A;>;>lic1tion of an Almost Ideal Demand 
System, SPI. 

(2) 0. V. S. N. Murty (1984); Static and Dynamic De
mand System for India, Anvesak. Vol. XIII, No. 2. 

(3) Sukumari Murty (1983); An Approach to Estimate 
Complete Demand Models for Clothing . in India, 
Anvesak, Vol. Xill, No.1. . 

(b) ATIM Studies 
B. V.Iyer and T. Narasimh1m (1984); D:>mestic Consump- • 

tion of Textiles in India, ATIR.A. . 

(c:) MRW Studie~ 
Income and Pcioe Elasticities for Textiles : Reports 1 and 2. 



ANNEXURE IV 

Imports of Textil~:s and Clothing into Del'eloped M(mber 
Countries 

Cour.frics of LVFA fnm Scl<cted Dnclcpirg 

(MILLION DOLLARSJ 

(Figure!i in br.:.ckets indicilte percenk!fe ~~are) 

Textiles Clothing 

Countrfes 1980 1981 1982 1983 1980 1981 1983 15183 

World '" . 16462.07 15<151.80 14139.90 14462.21 2C823.21 21288.78 21429.66 22380 .9-! 
'.··~·· 

. 
(100) (WO) (100) (JCO) (ICC) (1C9J ( JCCJ (iCGJ 

India 589.73 . 494.80 424.30 439.60 649.05 701.81 615.75 ss2.so 
(3.58) . (3.29) (3.00) (3.04) (3.12) (3 .29) (2. 87; (2.6CJ 

Pakistan . 432.37 420.98 415.95 454.84 60.18 70.23 77 .f:/) 78.7.6 
(2.63) (2.80) (2.94) (3 .15) (0.29) (0.33) (0. 3() (0. 35) 

Hong Kong .320.20 330.01 272.86 336.36 4202.32 4336.16 42.87.r:8 4413.47 
(1.95) (2.20) (1.93) (2.31) (20.18) (20.37) (:.0.0]) (19.76j 

Korea ;631.65 678.16 679.16 637.29 2262.87 2795.32 2767.29 2720.85 
,(3.84) (4.51) (4.80) (4.41) (10.87) (13.13) (12.91) (12.16) 

Singapore • • 47.60 43.26 26.02 22.31 334.71 341.78 339.17 J.i0.61 
(0.29) '(0.29) (0.18) (0 .15) (1.61) (1.61) (1. 58) (1.5:, 

China • 706.67 819-:"29 804.58 840.18 ' 708.20 944.88 1193.32 1-IC9.63 
(4.29) (5.44) (5.69) (5.81) (3.40) (4.44) (5.57) (6. 30) 

Soua.cs a GATI Textiles Committee COM. TEX/W/157 of 5 Octooer, 1984. 
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ANNEXURE V 

Percentage Share of India io .Total Imports of Textiles and Clothiogs-1973 to 1983 

Importing C;:,untry 1973 1978 1979 1980 1981 1982 ' 1983 

C. E. C. T 4.13 4.58 4.96 4.98 4.75- 4.11 4.45 
c 1.77 4.05 4.31 4.54 4.71 4.30 3.32 

U.S.A. T 4.27 4.68 5.26 5.29 4.28 3.94 3.56 
c 0.79 3.18 3.25 2.62 2.77 2.23 2.66 

' -----
Can·,dt T 0.91 1.08 0.83 0.88 0.81 0.84 0.72 

c 0.52 1.49 1.99 2.29 3.34 2.72 .. f.49 

Au•;tralia T 0.21 0.49 0.48 0.74 ,0,71 0.77 1.01 
c 0.1.9 0.43 0.41 0.60 1.02 1.35. 0.89 

FinLnd T 0.40 0.49 0.36 0.48 0.09 0.37 0.29 
c . 2.22 2.95 1.94 1.24 2:75 2.39 1.89 

Sweden T 1.39 1.67 1.96 2.29 2.37 2.38 1.92 
c 2.91 1.70 1.52 .1.38 1.63 t.SO 1.45 

Japan T 2.15 0.69 0.83 0.89 0.76 1.17 1.05 
c 0.18 1.48 1.91 1.80 1.60 1.49 1.25 

----------------------------
Switzerland T 0.25 1.18 1.75 1.31 2.14 2.14 1.80 

c 0.34 1.23 1.09 1.01 1.53 1.62 1.11 

T : Textiles. Jo 

C : Clothing. 
SouRCB: COM. TEX./W}IS7 5<h October, 1984. 
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4 ANNEXURE VI 

India's Share in World Exports of Textiles and Clothing 

(Value in US Million Dollar} 

\ Clothing not of fur . Cotton fabrics (woven) Woven textiles (non-cotton) 

Year' World India India's World India India's World India India's 
Share(%) Share(%) Share (%J 

1970 5105.60 36.38 0.71 1436.29 98.33 6.85 3967.45 189.10 4.77 
,, ' 

1978 ~ 22861.03 410.04 1.79 5238.55 240.84 4.60 9855.25 195.23 1.98 . 
1980 32457.05 590.31 1.82 6783.56 351.49 5.18 12803.55 247.73 1.93 

1981 32843.56 757.15 2.31 6!90.95 2~6.67 3.82 13018.91 307.20 2.36 

- 1982 32916.06 804.22 2.44 6176.99 251.3~ 4.07 11909.74 326.30 2.74 

SoUJt.CJ: Year Book of International Trade Statistics. 
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