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1 NTRODU CTlON 
I, thc Chairman of the Public Accounts Committee as authorised by 

the Committee, do present on their behalf this Fifty-second Report oa 
the action taken by Government on the recommendations of the Public 
Accounts Committee contained in their Two Hundred and Twenty-Third, 
Report (5th Lok Sabha) on 'Controlled Cloth Scheme' relating to the 
Minitr) of Commerce. 

2. On 10 August, 1977 an 'Action Taken Sub-Committee', consist- 
ing oC the following Members was appointed to scrutinisc the replies re- 
ceived trom Government in  pursuance of the recornmendotions made by 
t hv Committee in their carlier Reports: 

I .  Shri C. M. Stephcn-Chuirtt~atr 
2 .  Shri Asokc Krishna D u t t - C o t ~ ~ ~ c ~ w r  
3. Shri Gauri Shankar Rai 7 
4. Shri l'ulsidns Dasapp~  
5.  Shri Kanwar 1-31 Gupta 

I * '  
) Metn/ws 

6. Shri Zau'ar Huswin 
7 .  Shri V:csant S;lt hc 

I ' 
J 

3. Thc Action Tukcn Suh-Con~n~ittcc of thc Public Accounts ( ' ow  
niittcc ( 1977-78) considered and adopted tht. Report at their sitting held 
on 7 %  Nnvctnbcr. 1977. The Report u a \  finall!. adopted hy the Public 
Account\ Coniniittec f 1977-78 1 on 70 Dccwnbcr. 197'. 

4. For facility of rcferencc thc conclusions~ rccommendation~ of thc 
Cornmittcc hnvc bccn printcd in thick type in the hod? of the Rcpon. For 
thc wkc of convenience, thc conclusions frccomniendatinns of the Committee 
h ; ~ w  also hccn ;tppcndcd to the Report in a conwlidated form. 

5. 'fhc Committee placc on record their appreciation of thc assistance 
rendercti to thcm i n  thip n1;lttcr b!. thc Conipt~~c~ller Auditor Gcncral of 
Indiu. 



CHAPTER 1 

1.1. 'l'his Report of the Conunittee deals with the action taken by 
Government on the recommendations/observations of the Committee con- 
rained in their 223rd Report (Fifth Lok Sabha) on 'Controlled Cloth 
Scheme' commented upon in Paragraph 30  of thk Report of the Cornptrol- 
ler and Auditor General of India tor the year 1973-74. Union Gov- 
crnrnent ( Civil). 

1.2. The Committee'\ 223rd Report v.ds presented t o  the I-ok Sabha 
on 30 April, 1976 and contained 33 recommendations/ok~atiom. 

1.3.  Action Taken Notes on (111 the recommendations/obse~atio~s 
have been received from Government and these have been broadly 
cateporised as follows: 

t i )  ~eco~?~mc~ndution.~/c~h~ewfltio~~.s ~~hic .11  have been accepted bv 
Govrrrwierrr 

S1. Nos. : S .  6, 7, 8,  9, 10, 11, 12, 13, 14, 15, 16, 18, 22, 23. 
24, 25, 26, 27, 28, 29, 30 and 33.  

( i i  ) Reco~~~n~rttdation.f/ob~ven.ution~~ which the Cornmitree do nor 
desire to pursue in the light of the replies of Government 

SI. Nos.: 17. 19. 20. 21, 31 and 32 

(iii) Recom~wr~dationrlohser~atiorrr replies to which have not been 
accepted b y  the Committee ant1 which wquire reiteration 

SI. Nos.: 1. 2, 3 and 4. 

( iv)  Recornmndori#u/obse~nlio~~~ in respect of nqhich Govern- 
ment have frtrnished interim rrplic.~ 

Nil. 

1.4. The Committee will now deal with the action taken oa some oi 
tbeir rccommeadationa. 

1.5. Ocaling with the non- fu lhent  of the &a1 objjdves of bk 
ControlllrJ Clcrtb Scheme and Govcmmc~t'r conam to prevent 'emria 



in the profitability' of the industry, the Committee, in Paragraphs 1.132, 
1.133 and 1.134, had observed: 

"1.132. The primary objective, professedly of the Controlled Ck>t11 
Scheme hiis been to make ~vailable cheap, durable cloth to 
the weaker sections of our people. The Audit Paragraph and 
the narrative thcrcafter indicates that the scheme has been 
modified periodically. Tnspite of all the refinements, incen- 
tives and penalties introduced from time to time, Govern- 
ment have yet to cornc truly to grips with this major prob 
lcm. The social objectives of the Schcmc haw remained 
largely unfulfilled on account of variouq factors. The Com- 
mittee concede that some o f  the difticulties and hurdles en- 
countered in the prwcss d' trying 10 irnplcmcnt the gigantic 
task of clothing thc niasscs of our peoplc haw bwn daunt- 
ing. Even, so, thc Cornnl~ttcc fear that there had k c n  much 
avoidable vaccilation in policies which continued to favour thc 
industry even when i t  heinme intransigent to thc Jctrinicnt ot 
thc Ixgcr public interest." 

"1.133. The Cvmniitttx ~ c ' p e l  that i n  Ma!, I968 1101 (ml! w;1\ con- 
trol on finc and superfine cloth wirhdrawn but thc ohligatltw 
of the mills for thc prtduc!ion of the controllcd cloth wac 
rcduccd from 40 to 2 5  pel. ccnt of thc total production, wrth- 
out making any prccisr asscs\mcnt of thc ;tctu:d rccluircn1cnts 
of controlled cloth ' fh i .  Convnittcc ha\,'- hCc'n info~mcd, in 
extenuation, that thc cotton tt'xtilc industr! was facing 'diffi- 
cult times' during thc prcccding two to thrcc ?cars on account 
of the increasc in  cotton prices, wagc costs, loss o f  prtduc- 
tion-efficiency as a m u t t  of thc ohsolesccnce of machinery in 
a largc number of units. all of which factors, had i n  turn. 
led to an 'erosion in overall profitability'. (The coqt o f  cotton 
is stated to account for 90 per ccnt of the cm! of production 
and the cotton price index moved from 139.9 during 1966-67 
to 176.9 in January 1968). The industry had,  thercfore. 
suggested an incrcase in thc price of controllcd cloth and a 
substantial reduction in the volume of cloth under control. 
Thc Conmlittcc learn that after discussion between the Com- 
merce Ministry. Finance Ministry and the ladian Cotton Millr 
Federation. 'si7mble reduction in the quantity of clolh undcr 
d f b 1  seemed inescapable', and thc othcr dleraative of totnl 
d m t t a l  ot price dse were ruled out." 



3 
"1.134. It would appear that greater concern had becn shown for 

preventing an 'erosion in the profitability' of the industry than 
for working out special measure6 for ensuring that the weak- 
er sections of the community were provided with a basic ne 
cessity of life at reasonable prices. Even when 40 per cent 
of the production of the mills had been earmarked for con- 
t rol ld cloth, the per capita availability of cloth was less than 
1.7 square metres. Ao pointed out elsewhere in this Report 
the pleas of losses incurred in the prtxluction of controlled 
cloth, which had prompted the Government from time to 
time, to rush to the rescue of the industry appears to be, on 
closer scrutiny, considerably exaggerated. Even assuming that 
it was necessary, in 1968, for Government to come to the 
assistance of an allegedly ailing industry, the Committee are 
unable to appreciate thc rationale for the simultaneous with- 
drawal of controls on fine and superfine varieties of cloth and 
the reduction in the obligation of the mills for the productioa 
of controlled cloth from 40 to 25 per cent. In the Coni- 
rnittee's view, Government should have, in the first instance. 
confined the conccssion to the withdrawal of control on fine 
and superfine cloth so as to enable the industry to stabilise it- 
self, and only after having watched the impact of that measure 
for a yens or t w .  Government should havc considered whe- 
thcr, if a1 all, thc obligation of the nulls alw needed to be 
reduced. The Committee feel that in a \ital matter like the 
reduction of the mills' obligation of production of controlled 
cloth, which was bound to affect adversely the per capita 
availahilitg of cloth to the weaker sections of society, nothing 
would havc hwn lost i f  Government moved with wisdom 
and circumspection. What happened. however. produces. on 
the contrary, an impression that Government was less anxi- 
ous about ensuring ;idequate production and availability of 
controlled cloth for the poor. than n h u t  stemming the nlleg- 
ed erosion of thc industry's profitability." 

1.6. In their Action Taken Notc dated the 8th September. 1976, the 
Ministry of Commerce have ctatcd: 

"In terms of the scheme for the production of controlled cloth 
as originally introduced in Octobcr 1964, price revisions were 
madc every six months upto April. 1967 in order to set off 
the rise in production costs. The revision in April 1967 did 
not ~~ hrlly ncntrallre the increase in prfxhcthn costs. 



Thereafter. despite increases in. product'on costs, no  such perk 
. odic price revisions were undertaken. The industry's per- 

sistent representations for pricc increases were not accepted. 
I'hus, the gap bctween the production costs and prices of con-. 
Lrollcd cloth continued to widen and affect the health of the 
industry. The induslry found it ditficult to compensate itsclf 
for the loss incurred in the packjag of controlled cloth 
through sale of non-controlled cloth because of strong consu- 
mer resistance. A t  thc end of March, 1968 as many as 38 
mills w r e  lying closed. If this situation had been allowed to 
continue, there was :in apprehension that more and more mills 
might close down. 

For the first ti~ne in May 19hS. a conscious drclsion had to be t&en 
as to the quantu;;) of controlled cloth thc industry could be 
called upon to pack at prices considerably below cost, for the 
consumption of <ulnerablc sections of the population consistent 
with the health of the industry. Fine. superfine and medium 
cateporiss of controlled varieties wcre items of occasional con- 
sumption for the vulnerable sections of the population; these 
categories werc therefore excluded from the categories of con- 
trolled cloth. Production of the remaining categories was then 
found to be about 16 per cent of the total packed produc- 
tion for civil consumption (total production minus exports and 
supplies for defence). In order, however. to ensure a reason- 
able supply of controlled varieties, thc level of obligation for 
production of controlled cloth in coarse and medium B cate- 
gories was fixed at a level of 25 per cent of the total produc- 
tion, which was higher than the prevailing level. Had this 
level been fixed at 40 per cent of the total cloth production 
packed for civil consumption, the prcduction of coarse and 
lower medium categories in the controlled sector would alone. 
have come to about 1653 million metres on the basis of total 
production in the year 1967 as against an actual total packing 
of 1400 millon metres of coarse and medium B categories of 
c M  for ciwi consumption. This would have been more than 
100 per cent of the total civil packings in these categories. 
Even the obligation on the basis of 25 p t r  cent amounted to  
ncarty 75 per cent of the civil packing of cloth in coarse and 
medium B c a l e p i c s .  



be, on closer scrutiny, considerdbly exaggerated' does 'not ap- 
peu to be borne by facts. With the pegging of prices of con- 
trolled cloth at a constant level since 1968-modified to a limit- 
ed cxtent only once in 1973--the industry had been making 
losscs on the production of controlled cloth. In fact, at the 
then current level of cotton prices, i t  has been found that even 
rhc cost of cotton could not he covered by the price in some 
conlrollcd cloth varieties. I t  is on this ground that a Coru- 
mittcc w:\s set up under thc Chairmanship of Shri S. S. Marathe 
to look into production cost5 and recommcnd whether the pre- 
sent multiplier is realistic and if not, to suggest corrections jn 
the same. I'he Marathe Committee ha5 come to the con- 
clusion that the multiplier is out of step with the production 
costs." 

1.7. In the contchl of a prcss rcport published in the Ecr~wrnuc 'I'irncs 
of 3rd Septcmbcr, 1976 that "with the exemption being given to NTC-run 
units; weak mills and export-orientcd mills, the mills' obligation to manu- 
facture controlled cloth has bccn steadily reduced over the past eight 
months to mere 450 million metres a year from 800 million metres last 
year", the Ministry of Commerce have, at the instance of the Couimittee, 
sent a further note* on 12 September, 1977 which has stated: 

"The annual target for the production of controlled cloth was fixed 
at 800 million sq. metres with effect from 1st April, 1974. 
This overall target was achieved by the industry during 1974- 
75. In the following year i.e. April. 1975 to March, 1976, 
actual achievement was 681.09 million metres. The down- 
ward trend in production persisted in the subsequent petiod 
when cotton prices rose and general health of the industry de- 
teriorated particularly affecting the weaker mills. This neces- 
sitated relief to the financially weak mills, which was given by 
way of exem ption from production of controlled cloth from 
January 1, 1976 on the basis of total erosion of the nscms 
by the losses. Subsequently from August, 1976 the system 
of partial exemption was also i n t r o d d  on the foIfowiry 
basis:- 

fQ whm uxa,unulated lea b more thu 75% of tbe trnd 
w . .  . . . I . . .  75% 

( f i ) w h t m ; . c c ~ l r r k t r d b i , - m t r b . . W % @ h r ( h u  m.. . . . . . . . . . Sdff 
-------- -- . - -- 

*Nd vetted ia Wt 



Thc net result of the above polby was that the production level for 
1976-77 was anticipated to be around 4% million sq. metm 
against which actual production was only 363.49 million square 
metres. 

The controUed cloth schrme was reviewed in the context of sharp 
decline in the production as a result of unprecedented risc in 
the priws of cotton. A number of decisions wcre announced 
in January. I977 raising the ex-mill price by 35 per cent but 
neutralising its effcct on consumer by sin~ultaneously allowing 
a matching subsidy to the National Cooperative C'onsunws 
Federation (NCCF towards its distributive costs. Now the 
i n J u ~ t q  is rcquired to produce 100 million xq. metres of con- 
trolled cloth ever! quartcr-400 nlillinn a q .  nletrcs :I ! .cn l .  

Production of controlled cloth during January-March 1977 
quarter was about 96 million sq. mctres. Production during 
April-June '77 quarter is about 8 2  million q. mctres. It 
may be mentioned ~hnt the entirc schcme of production of 
controlled cloth is undcr review to nugmcnt thc production." 

1.8. Aavinp: consided the rcplj d tbc Government, the ('ommittec 
stiU feel that the policy of the Government in pmgre\i\el\ the 
obligation of the cotton mil11 in m p r c t  of production of controlled varictiw 
of cWh hm not been in the i n t m t  of consumers. particularly the cconnnii- 
c+ vulnerable s e c h  d society for whrrse henefit tiw ochrmc was 
initiated. Tbe p d i q  lm resulted in cowistent fall of pmduction of this 
variety of c l d b  from 1764 million qnare  metres in 1965 to a mcrc 363.49 
mitlhn sqaare metre  in 197677 Tbt Committee have been informed i s  
September 1977 by the Ministry of Commerce that Yhe entire w h e m  of 
production of contrdled c b t h  is under revita k, augmtnt the production' 
The Committee r e c o d  t b f  Government dmuld M e  uemt s t e p  to 
d m * ,  if wt u a s e ,  tbe produdoat of controlled vsrictim of cloth rtt 
t h  trrgcw 1-d flmd with cffoct from 1-4-1974. fw po to cater for the - elf p& who are urn& to buj tbcir basic requirc- 
MII~ df c b t h  d hi# + prrvllfltap: in tbe market for tbe medium and 
fiu rpricfies of c W  prodred by tbtl miHs 

1.9 Dealing with thc fixation of thc rate of  compcnsirtion ,it  thc pi~ltrv 
rate of 6 paise per sq. mctre of controlled cloth not priduced undcr the 
obligation. which ultimateiy led to ~crious shrtffik in the production nf 
controlled cloth, the Committee, i n  paragraph 1 ,135 hi~d  rexrommtndcd. 

"1 135. When in May 1968. thc obligation of thc mills tb produce 
controlled cloth was reduced to 25 per cenr sf the w@I pw- 



duction, a provision was also made that in the event of an) 
shortfall in the production of controlled cloth, a mill would- 
pay compensation to Government at the rate of 6 paise per sq. 
metre of controlled cloth not produced under the obligation. 
The rationale for fixing what, prinw facie, appeared to be st 
ridiculously low rate of  compensation was stated to be that this 
amount was considered t o  be Higher than the losses faced by 
the mills in the production of controlled cloth. Subsequently, 
however, when on account of the increase in cotton prices a:ld 

consequential increase in production costs, the losses on the 
production of controlled cloth turned out to be morc than the 
petty penalty of 6 paise per square metre, most of' the mills 
preferred paying the compensation rather than producing con- 
trolled cloth at a higher loss and the actual packing of con- 
trolled cloth dcclincd sharply from 201 million square metres 
(November 1968-January. 1969 to only 9.14 million square 
metrcs (February. 197 1-April 197 1 ) .  The Committee are 
amazed that cven though the production of ccmtrolled cloth 
had so drasticallo ; ~ n d  sharply declined ;ind had almc\st co.tlc 

to n grinding h i t  h!. April 1971. Government was no more 
than il hclplcs4 Fpcctator and took no steps a'hrttsozver to raise 
:I[ least the ratc of compcnaatinn to ;in ;idequ;itc level or other- 
wise pcr.suiidc o r  compel the mills to honour their obligation t o  
scrvc the n c t d s  of our own people. T h c  Commit~ec arc 
ccmvincccl [hit[ it' Gcwcrnn~cnt h n ~ l  irlcrensed the rillc of com- 
pcnsatic~n. the nlillq would h;~vs  found i t  difEcult to evade their 
ohlipation, as can k sccn from the performance of the mills 
from April '74. when the ratc o f  compensation was increased 
to Rs. 2.50 pCr squnrc nictr~.. This a p p a r s  to ha\'c had sams 
salutar! cffcct. for thc production by the mills ~ 2 s  810 million 
square nictrcs of cnntrollcd cloth as agclinst the obligation of 
8 0 0  n~illion squ;lrc rnctrea. The  Committee dcplore Govern- 
ment's unaccountithlc piissivitv in thc matter, especially when 
it wils not unknown that the niills were finding it easier to pay 
rhc paltry conlpc.nsation of 6 paisc rather th;tn produce cnn- 
trolled cloth for. the masws. Sincc this inaction on Govern- 
mcnt's part led to scricws shortfalls in the production of con- 
trolled cloth ;ind conscqucnt distrcss for the people. the Com- 
mittcc urge that the ninttcr hc clnselv look into and rcspmsi- 
b i l i t ~  for the lnpsc tw squ;lrcly fixed and appropriate action 
taken." 



1.10. In their 
stated: 

"A rate of 

8 

Action Ta,ken Note, the Ministry of Comnicrcc liavc 

compcnsatio~i for non-production of controlled cloth at 
6 paise per square metre as fixed in May, 1968 was considered 
at the time to be iin adequate penalty. This, in fact, proved 
to be so; the production level aftcr 2nd May, 1968 remained 
satisfactory for some time tbcreafter. A decline in the pro- 
duction of controlled cloth set in from August--October, 1969 
and the reducrion after February 1970 became rather steep. 
The prk>posal for increasing the rate of compensation was 
cons~dered along with other steps to secure adequate produc- 
tion of controlled cloth. Howc~cr ,  consideration of this aspect 
was disturbed by thc fact that in March, 1970 n textile mill 
had filed a writ petition in the High Coun challenging the pro- 
visions of the Cotton Textile Control Ordcr includinp the pro- 
m i o n  f01 coIIeclion of compensation money and payment of  
incentives. Since at thc time of framing the arrangements for 
collection of compcnwion mane? and pavmcnt of incintives. 
the Law Ministry hx l  pointcd nut the Icg.11 weakness of such 
an arrnnpenlcnt and the C'onin~ercc. Mini5tt-y had placed reli- 
ance on the understanding given hy the industry for 3 smooth 
operation of t h c x  ;t.rranpmcnts Go\t.rnrncnt were not in n 
position to put up defencc i n  th i \  cace 

Ano;her relevant factor I S  that  5inc.c. May  l9tj8. production cost 
had suhstantiall!~ incrcalicd on account of rise in cotton priceh 
and in ~ ; i g c s .  Thc Tc\tilc C:ornnii\~ioncr had cstimatcd 
somctime in Janu;lr-y 1971 that thc multiplier price.; wcrc 
out of step with prtductinn co:>!\ to thc cxtcnt of ;tbout 37  
pcr ccnt. Hoivcvcr. price incrc.;i\cs were not pcrmitted. I n  
this situation, a rcbicw of  the f i h ~ n l c  was undertaken and i l  
U ~ F  dccidcd that the qucstinn of increase in prices should 1 ~ .  
refcrrcc! to the Rurc:lu of I n J u s [ r i ; ~ l  Costs iind Prices. 

Mcanuhilc n Cornm~ttw sCt up untler thc Ch;~irrn,inshtp of 
Aticf~tionnl Ckcrctari. \J~nistr\  of Comrncrcc to review in cic- 
tai! thc working of the. \'hcnic 1 5  ;I ~ccult of which volunl;lq 
arrangcrnents f o r  th-. rmdu~tic-tn of c~mtrollcd clrjth were in- 
trotlu..tl from lunc to71 

l r i  the circutnctnncc\ wt o u t  . ~ txnc  I! was not found fc:lzrh)e t o  in- 
crease the ratrt o f  conlpn~:lticm i n  r ~ y w , t  o f  tlic non-produc- 
t i n r r  (16 mntrol1:J ~ 1 0 1 1 -  " 



1.11. The Committee have con.pidered rhc replj of the Government. 
I'hey, however, still feel tbst. Government should not have been a passive 
onlooker at the persistent disregard shown by the mills of the quota require- 
ments for produdon of cuntrolled varieties of cloth. Immediate steps should 
have heen taken to rake the rate of compensation when it came to the 
notice of the Covcmment towards tht! end of 1969 that the existing low rate 
of compensation Ha+ no longer a deterrent aad vac heinq rrwd by the 
mills as a handy and cheap in9trunlents for avoiding the quota rrquiremenlq 
for prodoction of conlrolled cloth. 

1.12. In regard to prosecuting the defaulting mills for their failure to 
pay compensation, the Committcc had, in paragraph 1.139 of their Re- 
port. observed: 

"1.139. The Committee have h e n  informed that during the period 
1964 to 1968, as against an amount of Rs. 15.22 lakhs re- 
coverable 2.; compensation from mills, (at the rate of 6 paise 
per square metrc for deficiencies in production), two private 
mills and eigtil mills now under the National Textile Corpora- 
tion were in :.lcfault to thc estent of Rs. 0.91 lakh and 
Rs. 4.36 lakhs rccpcctivcl!. While F.1.R had been lodged with 
the U.P. Policc  g gain st onc of the private mills, the other mill 
had been g r a n t 4  an injunction prohibiting the Textile Com- 
missioner from taking any adion apainst that mill. The default 
i n  respect of the wbscquent period from 1968 to 1971 was 
stntcd to bc Rs. ?J lakh.;. out of which 2.12 lakhs were due 
from private mills. I'hc Committee would like to be informed 
of the steps which Govcrnmcnt propose to take to  enforce 
their claim. The  Comrnittci. would also very much like to 
know why Govcrnrntnt have shed nwav from prosecuting the 
defaulting mills ivhcn ;ti! .qunte powcr-q in this regard are al- 
rrnilv nvni1;ihlc u+h Go\ L.r.nnicnt." 

i I ?  In thc11 Iction 'fakcn So[c J.ttr,J Sth 5:ptembcr. li,76. the 
Xl in i \11 \  (11' C ' o n i ~ i i ~ r ~ c  have ~ t n t ~ * c ! .  

" l h ~ ~ i n g  thc currCnq of thc co~l~rcrlled zloth c h e n ~ e  before May, 
IOh\. c\tcn\io-~\ of t r n ~  for thc fulfilment of controlleci cloth 
ohlig;~:u~n I; giwn from rimc to tlnlr', hccause it was con- 
sldc~cti morc purpiwful to hme  thc cloth produced Cloth 
so p~~v luccd  w . 1 ,  t i >  he sold at price5 rcl:vant to the period (4 
thc c !~ l i c , t t i~n  ,tnd not to the pcr ic~ l  1.f the extension. In 
May 1968. uhcn thc. syctem of paymcnt of compensation and 
d i s b ~ r s ~ m c ~ n t  of inccntrvcs was introduced. a decision wns taken 
to give thc nlills. uhich had defaulted btfon Mily 1968. ths 



option to pay the conlpensation in respect of the shortfalls or 
to pack controlled cloth to the extent of the shortfalls at prices 
relevant to the periods when the shortfalls occurred. This 
arrangement was considered advisable again in the interest of 
baving controlled cloth produccd. particularly because the 
volume of production obligation had been reduced to  25 per 
cent from May. 1968. 

From h l q  1968 onwards, thc system of extensiol~ of time for ful- 
filrncnt of thc obligation wis given up. Bcforc any dccisivc 
v i m  could be takcn on the punitive action to hc takcn against 
defaulting mills, onc of the textile niills vi:. the lnxmi Vishnu 
Tcstile Mills challcngcd the legal validity of the various pro- 
wsions of the Cotton Textilcs ( Control ) Ordcr. 1948 including 
the provisions for re:~lisation of conipcnsution in respect of' thc 
shoi~fiill in thc production of controlled cloth. Thcy tilcd i t  

writ in thc t.)ornb;~! High Court in  March 1970. 

In  thc mcanwhilc. rhc ;lrr;lngc~nenth for thc pr(duc.tion of' controlled 
cloth were placcd on a v:duntal-y has15 from J m C .  I071 !il\ 
April. 1973. The position wa, rzviewcd and prosccution of 
thc defaulting niills for failure to fulfil thc oh\igation h a  siricc 
bcc~i 1;tunchc.d i n  c;ise of privatc mills. I'hcrc arc tuu  cases 
ol thr period bcforc 1968. Onc of thcsc two mill\ had tnkcn 
High ('uurt in~unction ~.cstraininp the lcxtilc CToninliswncr 
from taking an! Itgill action ; inJ  this mill has sincc dcpositcd 
the amount of the pcnalt) in tcrms of the High Court (31dcr 
An F.I.R. was filed against thc oth~*i. niills i l l  L'.P Iri  the 
mcanwhik.  thc mnnupncnt  of thc mills has k e n  t;tkzn owl  
by an Ordinanx ~ s w x i  on 19th Jul!. 1076 :~nd !I;[: Icp l  :rnp11- 
cation of prosccution of thz prcvious n m q c m c n t  has 1 0  hc 
ccmsidcrcd. I n  casc of thc def;tultinp mills now unticr the 
charge of the N.T.C'.. thc fcasihilit! of ac.tio1.1 against thc prc- 
vious manqemcrir is under. cx;~min;~tion. 

**Thorc \vcrc two prhate sector tcxtilc mill\ def;rulting clur~ng lhc 
nost-l96K pcritd. An Y.I .R.  has been filrd lrcpainst one mill. 
The other mill hati takcn a court injunction protcctirig itwlf 
agninqt any Ieg:ll action. Howcvcr, thi$ mill has m:de ;I P;I>- 
mcnt in terms of the C'oun Order. 4\  rqards  thc mill ae:~inst 
which an F.I .R.  has k e n  filed. thc anlount of pcnijlty has hcco 
depcwitcd by thc mill with the High Cnurr nr~d thc tIiph Court 
has ordered paymmt of the amount to thc Tclttilc 

..--- 
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Commissioner who has since received a cheque covering the 
amount. During this period also, there were some cases of 
default by N. T. C. mills, and as said earlier, the feasibility oi 
action against previbus management, is under considcration." 

1.14. The Ministry also furnished at the instance of the Committee, 
further Action Taken Note* dated 18th October, 1977, which is repro- 
duced below: 

"In terms of Section 5 of the Sick Textile Undertakings (Nationa- 
tisation) Act 1974, under which 103 textile mills were na- 
tionalised and placed under the management of N.T.C., past 
liabilities, except certaiu specified liabilities, for the period 
before the takc over devolving on the previous owners are 
enforceable against them. Government had a dairn for com- 
pensation moncy in respect of defaults/deficiencies in the pro- 
duction of controlled cloth by the mills in question under the 
rnanagcment of N.T.C. Under Section 20 of the above-mcn- 
tioned Act, every person having a claim against thc owner of 
a textile mill was to prefer the cl;tim before the Commissioner 
of Payments The Textilc Commissioner has filcd with the 
Commissioner of I'a~mcnts the claims in respect of the period 
May, 1968 to Mnv, 1971 when payments for defaults werc 
required on datutnr! hack 

A?, regards thy d c c ; ~ ~ ~ l t i ;  during thc pc'ri~xi t x f o ~ ~ s  M;iy ,  106s. t5ei.r 

wat; no starulol) r~yuirc.n~:nt for p.iyrucn: (if icn~;?~rr,:~tiu~l 
for 1101 prcrclucing controlicd clott~.  On:\ i r :  the intmst  of 
securing i n ~ r c a ~ c d  produ:tii)n of cmtrol1c.d cloth, thc  dcfnult- 
ing mill$ wcrc a l l ~ ~ i ~ c i l  option to pro~iucc nnJ p;~;k controllcd 
cloth to thc cxtcnt of s!inrtf;rlls at priccs rclc\:~nt to thc pc'rioc!~ 
whcn thc shortfall\ occurred. oi .  to p,r! thc cornycnsation in 
respcct of thc shortfalls so that  thc  nioncv thus cullccicd could 
bc: utiliscd for s:iurin.< ;~ddi!ion;~l prtduction , r f  controllcd 
cloth in othcr nlills. I n  rcspi.21 of thc cornpcns:ition money 
f o r  this pcricd, th~~reforib, therc is 110 lc@ support for filing 
claims with the Commissioner of Payments. The only action 
that is possihlc in respect of such Jcfnults is prosecution of 
the mill managen~cnt. I.egal aspects relemnt to such action 
nccd careful consideration and tach individual case would 
have to  be sorted out before a view can be taken on the feasi- 
bility of Itgal action. Cases arc k i n g  studied on that basis." 
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1.15. Tbe Committee note that in the caw of defaulting mills which 
w e ~ e  sobsequently takeit over by Lbe National Textile Corporation, the 
feasibility of taking action against the prevhus n~anagement is still under 
considcrmttion The Committcc would like Government to fake an early 
conclusive aclion against tbe mamgements of the defaultiag milk. 

1.16. As regard\ the ~wonlmendntion of thc Committee that  urgent 
and adequatc steps 4lt~1ld bc taken to disscrnination of infurmation about 
the Controlled Cloth Schcrnc and stressing tlic nccd for thz outlets for 

its distribution. thc Committcc, in paragraph 3.70 of their Report, recom- 
mended : 

"2.70. Apart from the inadequacies aud detiziencics in  the distri- 
hution arrangements there appars to have been a pcculia 
and pernicious gap in  the coniralled cloth scheme. A large 
proporlion of the consumers is, according to tiic NCAEK 
Sun.c.y, unaware of the scheme itsclf, and this docs not by any 
means speak ucll of the Govcrnrncnt's publicity campaign. 
The Committee deqire thnt urgent anJ adcquale steps should 
be taken to disseminate ~nform:~tion ahout thc controlled cloth 
scheme and thc nutl~.tc for its c!istrihutioil. Fact.; :rbout the 
av;~ilability of cloth. price<. etc. shouid also inv;ir.iably he dis- 
plnycd at a prominent point h ~ .  all f!ic rC1ail outlets " 

1.17. In thcir Action T;O:c!1 Stqtc d:tttJ 23th cl :r!,.rnbt.l 1070, the 
hlinieir> cf C ~ ~ r l r n : * r : c  h;~i.: >i;!~:d. 

1.18. The Ministry of Commerce haw in a further nolc* dated 12 
September, 1977 furnished at thc instance of the Committee, stated: 

''On the 1 1  th January, 1977 thc Gov~mment of lndia initiated a 
new policy in rcgard tn distrJbutirm of ronttolted dath throueh 
the NPCF and its nflliated distrihttion outl&. Controlled 
cloth or also caned cheap clot)l mid d'nect publidty 
through two Pras Note and combined brochure on mnomk 

-. - -- 
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programme brought out by the DAVP. During tbc recent 
Handloom Fair thc production of controlled cloth for the vul- 
ncrable sections o f  tile society also got due publicity as a 
part of the production of ~otlirolled cloth is being produced 
in the tlandloom and Powcrloo~n sectors also. Now that the 
entire distribution is in thc hands of the N.C.C.F. the latter 
have bccn giving due pubiiciiy t o  thc cheap cloth througb 
thcir monthly journal 'Indian Consumer Cooperator'. Other 
methods adopted by the NCCF are participating in the vil- 
lage fairs, cxhibitions. putting up hoardings a; suitable places 
and through its 60,000 and odd retail outlets in the countrp . 

(48,000 in rural areas and 12,000 in urban areas). Taking 
the present production level and the number of retail outlets 
(where only half n bale of controlfcd cloth per out-let is 
available) the existing levcl of publicity is considered enough. 
The scheme i> under review and the matter will be further 
considered whcn higher output is achieved." 

1.19. l'hc Ct~minittee are surprised that althuugb the scheme f o r  prQ- 
durtion of controlled cloth has bccn in operation fw wrll-niqb 13 pcnrs and 
deipi!e tbt fact that this Committee had in their original Report emphasised 
Ihc nccd for urgcnt and i;dcql:a'r slcps to disreminate information, about 
thk schentc a i ~ d  Ihr oudels Tor 115 distribution. the hlinistry of Commerce 
had. in Sc;!!cmltrr 1976. iiothing to report to the Cornmitfcr by way of 
concrete u:tIon !ukrn in the ma'ter. Thc  C'onrmi tee note thc reply of the 
(hvcrnrne~it iurnisltcd in Svptrn11)cr 1976. th:! "careful thooght is needed 
to l w  gi\cn as Lo how I)cr;l to direct pl~hlicitv tomrdu ihrse vtrlner;~ldc SPC- 

tion" and tbnt ''nwc.ssur> action is king taken in Zhnt direction in consul- 
tation with the i )hVP."  '{'hey also note a furthcr :.cnly Frlrnishrd by llir 
Rfinbiry i.) hc:~lernhrr I077 that fhc existing levcl of pril,li(.::y (cvitklt 1~99 
a couple of Lbrcw Ntr!cs and tht prtdtlurticsn of "3 ccmhined brochure on 
Economic progress") is  "considered c.nough." The  Committee would iat- 

pmu upon Ihc hlieistry the need for tnkhg mncrctr slcpr; in t t i i  ditection 
on an urgent basis ns n publicity campaign in regard to tbe avnilnbilily d 
cloth of coturnnu mnwmption at chrap rates would go a Innq way in 
guiding l 4 1 ~  volaerebk sections of fbe pqmfatfoa to tslre sdvantnpe of N 

NEW D~L)II; 
December 20, 1977 
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RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendation 

What 1s a h  peculiarly distressing is the fact that thou& mills which 
fail to produce and pack the stipulated minimum quality of controIled 
doth are liable to be prosecuted for a contravention of clause 21A of the 
Cotton Textile (Control) Order, 1948 and punished under section 7 of 
the Essential Commodities Act, the Ministry of Com~nercc glibly wcnt 
ahead and incorporated, in May 1968, clause 21(l)(b) in the said Otder 
which gave an option to the mills to pay a compensation to the Tcx!ile 
Cvmmiss'oner in respect of the deficiency in production of coiiirolld 
cloth. This appears to have been done despite tha apprehensions of the 
Law Ministry that the levy imposed by rncans of 3n 'executive order' was 
liable to be challenged as being ultra vires Gnce it amounted to expro- 
priation of property con+xine of cash belonging to the mills The Com- 
merce Ministry, however, appeals to have felt that a? the proposal had 
been sponsored more or less at the instance of the afferted indwtry, there 
was no great risk of the matter being taken to a Court of Law. The fears 
of the Law Ministry came true when, on 16th March 1970, a private 
textile mill filed a writ petit;on in the Rombay High Court, impunging the 
various provisions including clause 21C of the Cotton Textile (Control) 
Order. In Oc!ober, 1970, the Law Ministry pointed out that in view of 
the provis'ons for prosecution, clause 21 C(l)(b) which empawered the 
Textlle Commissioner to levy a cash compensation amounted in effect to 
'compounding the said offence but of court'. While, however. this ques- 
tion was being reconsidered, the 'volunlarf scheme' of ccntrolled cloth 
was introduced in June 1971 and, therefore the Isme was not pursued 
further and the aforesaid clause was deleted. 

After the controlled cloth scheme was again placed on a statutorp 

footing from April 1974 and a penalty of Rs. 2.50 per square metre was 
prescribed, the Textile Commissioner pointed out that it was open to a mill 
to pay the penalty of Rs. 2.50 per square rnclrc and thus compound the 
offence instead of facing prosecution. He also felt that it might be neces- 
m y  to acquire powers under the authority of Parliament to levy a penalty 
for non-performance ol the obligations. There was no ambiguity in tho 
mrlier advice of the Law Ministry, but, strangely, the Commerce Minisu?, 



advised the Textile Commissioner, inter aha, that the schemc of payment 
of penalty might be operated as 'an informal arrangements' by the industry 
outside the statutory scheme. 

The Committee are unhappy with the manner in which the entire 
tssue relating to the legal validity of the penalty clause was handled. It 
appears that even though the Law Ministry had pointed out several timm 
that such a provision required the authority and force of law to sustain 
it, and even the Textile Commissioner had, though belatedly, felt that 
Parliament's authority was necessary to provide for such a levy, the 
Commerce Ministry had reservations about it and was not inclined to come 
up before Parliament with a proposal for the imposition of such a levy. 
The Committee do not apprxiate this peculiar approach and would urge 
that rather than operating the penalty prov'sion as an "informal arrange- 
ment', Govcrnmcnt should, in consultation with the Law Ministry, consider 
the desirnbility of integrating the penalty ~rovision in the stattitory scheme 
itsclf 

rS1. Nos. 5, 6 m d  7 (paragraphs 1.136, 1 . I  37 and 1.138) of Appendix IX 
t o  223rd Report of thc i'ublic Account5 Comm ttec (1975-76j 

(Fifth Lo!; Sabha)f 

Thi. Go\.cmrnent did cvamine the feasihillty of incorporating into the 
Icgal frame w o r k  of thc Eswntial Commodities Act sui!able provisions for 
iniposi'ion and collection of pennltv in respect of dcfaulls on production of 
controllctl cloth. Si! lcr 111:s involvcd coniproniise on a statutory obl ip-  
!ion, the L a w  >llni\try ~ L C  in Octobcr 1970 the advice that such provisions 
would he rrltrtr ~-!'rt..s of t h r  Constitution. 

The informal arrangemenrs for thc collection of penalty at the rate of 
R4 2 50 pcr sq metre of shortfall aftcr the re-introduction of the ~tatutory 
wheme f o r  product~cm w ~ t h  effect from 1-4-1973 was continued in the 
m m w r  of a similar arrangement which e~is ted  before 1-4-74 as pan of the 
voluntary scheme The collection was meant to bc utilised for smuring pro- 
duction of controlled cloth to the needed level\ With effect from 1-1-1976, 
this informal arranpnlent was discontinued and for the purpose of enforce- 
ment of the obligations, reliance is now placed on the penal provisions of 
the Essential Commodities Act. As suggested hv the Committee the feasibi- 
lity of securing provisions for collection of cash penaity in respect of short- 
falls in the production of controlled cloth is being given fresh exnminatioa 
in consultation with the Ministry of Low. 

winistly of Commerce CDepartment of Textiles) O.M. No. 9,/11176 
Tex-1 dated the 8th September, 1W6) - 



AS a l w a d ~  indicated in the action taken n d t q  submitted earlier, the 
G o v e n ~ ~ ~ n t  gave thought 10 the feasibility of incorporating into the legal 
frame work of the Essential Commodities Act suitable provision for imposi- 
lion and collection of pena!ty in respxt  of defaults on production of con- 
trolled clo!h. In thc light of the Law Ministry's opinion and ihe consGant 
review of the schcmc of production of controlled cloth with rcilucerl target 
of production (100 nllllion sq. metres a qua!tet) ~t is fel: that the imposition 
of fine for default tvould amount to con~promisrn: on :I ';ta.o'ory oh'ignt~oil 
and the best corrective method would bc to p rowwl :  the dcranlting niills. 
Some mills have dcf:iulted on their obligations during the yenrs 1075-75 arid 
1976-77-some partially and some totally. Con>!d;rinc the dilficul ics 
experienced by the mills in procurin? the right typc of cotton? required for 
the production of contro'led cloth, ~ c n e r a l  extension of timc upto 30-6-77 
was given to mills which had shor:falls npinqt h-it producfion ohli:.ntions 
for the quartcrs July-September. 1976 and 0:robcr-Decmbcr, 19'76, on 
the basis that 50 per cent of the sho:tfall should bc n~adc  good by cnd of 
March, 1977 and the remaining 50 per cent bv the cnd of June, 1977 
Assessment has been made by the Textile Comm:ssioncr on the basis of 
pda rmance  as on 31-3-77, so that defaul!inc niills cor~ld be suitahly dcnlt 
with. At present no penalties in respect of de5tu1ts are collected and 1:gal 
action under the Essential Commodities Act, 1955 is !he only course open 
to the Government. So far in case of 1 1  rndls, where prirnn filcrc cnsc for 
Ie@ aclion has been found neccssaF-. FIRs hnvc been filed I n  two of these 
1 1  cases, even charge-sheets havc been filzd by the Police in the Courts 
In 40 cases the mills have been called upon to show cause ap in s i  prose- 
cution in rcspect of defaults that have come to notice anA more cases rue 
u n d x  scrutiny. 

[Ministry of Commerce (Department of Tc\;*ilcs) 3 . M .  No. 9,' 1 1 f 76- 
Tex-I/CTI datcd the 12th Scptcrnbcr. 19771 

The Commi tec have been info:,ilcd that durtnn the pcrro~i lW-1 tn 1968, 
as apa~nst an amount of Rs. 15.22 Iakhs rcr.n\w:~b'e ac compmc:~t'nn f 1)rn 
mi Is, ('it th: rat? of 6 p a \ e  pcr q u a r e  mctrc for dcfici'qr. :\ i n  p r ~ d u i - I  :UI) 
t ~ o  pribate mills and eight mills nnw under thc Natronal 'l-c\lilc ('orporation 
were in defau!t to  the extent crf Rs. 0.91 lakh and Rs. 4.36 I:lkhs r e s p -  
tivcly. Wh'le F.I.R. had been lodged with the U.P.  Police apninst onc nf 
the private mil's, the other mill had been pran td  an injr~nction prohibiting 
the Textile C<#nmissioner from t i k h p  anv action a:ninst that mill. Thc 
default m respect of the subsequent period fmm 1968 to 1971 was sla'ed 
to be Rs. 24 lakhs, out of which 2.12 lakhs were due from private rnilki. 
Tbt C.lanrmittee W d  like to be informed of the step which Govrmmmt 



propose to take to enforce their ulaim. The Committee would also very 
much like to know why Government have shed away from prosecuting 
the defaulting mills when adequate powerr in this regard are already 
available with Government. 

[Sl. No. 8 (paragraph 1.139) of Appendix IX to 223rd Report of tho 
Public Accounts Cornmiltee (1 975-76) (Fifth L o k  Sabha)] 

Action Taken 
During the currency of the controllcd cloth scheme before May 1968, 

extensions of time for thc fulfilment of controlled cloth obl:, 1ctatic.11 wcre 
givcn fi.onl titlie to t:me, bccause it Lvns ionsidcrcd more purposeful to have 
the clotll produced. Cloth so produced was to bc sold at prices rclcvant 
to the period of thc obligation and not to rh: period of thc extensim. in 
May 1968, when thc system of paymcnt of compensation and d;sburstnlcnt 
of incentives was in:roduccd, a d2cision was taken to g.vc the mills, which 
had defaulted before May 1968, the  option to pa;; the compensation in 
respect of the shortfalls or to pack controlled cloth to the exten! of the 
shortfalls at prices rclcvant to thc periods when thc shortfi~ll~ occurred. 
This arran2crnent was considered advisable again in thc intereq! of having 
control!ed cloth produced. particularly bccause the volume of production 
obligation had been reduced 113 25 per cent from May 1968. 



bad taken a mun injunction protecting itself against any legal action. How- 
ever, this mill has made a payment in terms of the Coun Order. As regards 
the mill against which an FAR. has been filed. the amount of penal5 haa 
been deposited by the mill with the High Court and the Hi,& COUR h a  
ordered payment of the amount to thc Textile Comrn~ssioner who has since 
received a cheque cowring the amount. During thic period also. there were 
somc cases of default by N.T.C. mills, and ns said carlicr, thc feasibility 
of action agsinbt prc7,1nu\ In,insgcment, is un~lcr cons'derrttion. 

Further Infornia!iott 

on that basis 



pmfuct ion of  ccmtri~llcd L-l~,rh Sulr;qucnth . the rntc r>f mcentlw wrt* 

ndjurlcd fronr lime * ( I  tinrr . ~ n d  u l t ~ m a l e l ~  tcnnllc withdrnun MeantvhiIc. 
the lnrl of cotton pricrs hrd rivn ver, hinh over the 1968 lcvelr 7% 

prdmtjm of contrdld cloth to the exant of rhoat 133 rnillim 
q mam during the p e r i d  of June. 1971 to MUCh. 1074 durinr w h ~ '  



voluntary arrangements prevail, might be viewed in that context. No 
incentives have been given after the termination of the voluntary orrange- 
meots. 

pinistry of C ~ ~ ~ l m e r c e  (Department of Text'les) O.M. No. 9/12/76 
Tex-I dated the 8th Septe~nbcr, 19761 



21 
operatjon of the scheme on this basis has not presented any partical prob- 
lems and has not been considered cumbersome or  tortuous by the industry. 
The necessity and feasibility of incorporating in the statutory sch-me a 
provision for 'inter-mill transfer of obligation' is be'ng examined scparaleljr. 

[Ministry of Commerce (Department of Text'les) 9 . M .  Ko. 9/  12/76- 
Tex-I dated the 8th Scptcmbcr, 19761 

Further Information 

Thc systcm of in!cr-mill transfcr of oblication tor produc'ion oi 
controlled cloth was in vnpuc durinz thc period when the controllcrl cloth 
schcnle was in operation on voluntary basis bctwccn May, 1971 and April, 
1971. The rationale was thal i t  w:~\ not tcclinicail~, f::isib;c f >r sumc 
mills to producc contro'lcd clo'h varietic. Thr s:4sicn! was, fo: .his rLas X I ,  

conl'nued nftcr tllc schemc was a p i n  placccl or, statuLory b.i..i> in April, 
1974. Operation of the system of inter-mill tr2mfc.r on volun!,!ry basis 
has prcscntcd no dificulty and thcrc arc nil pitfalls. 1: do$:. no: appcar 
worthwhile Govcrnmcnt dircc:ly involvin; itrelf on inter-mill t:.anJc:s h) 
placing the system on statutory basis. At p ~ s m t  the obligation for ihc 
product:on of controlled cloth remains tha* of the tranqlercr mill ;md 
Government has nothing to d o  wi'h the trnwferee mill. In :hc cv:n: nf 
dcf:iuIt, the transfercr mill can bc pro.-ccdcd against without any Icgd 
complications. I f  the y w c m  of in'er-mill trnnifcr of oh l i y ions  i~ given 
3 s?atutory basc. comp'ications can arise. 7-h.- prcsmt Systtrn of iolun'ar) 
basis iu working wcll and necti no! bt rcplil~c*,~. 

fhfinisrrv of <'czrnrncrce (Ikpnrtmcnt of 7'e\;t'lc\.'1 <) 31. Yo. ' I . ,  12 '7h- 
Tex-I 'CTI dated th: 2')1h Sc?rcwb:r. I*.);:'). 

lllc Cornmittce find ttlat ds;iry thc ycriocl April, l9T-i t o  !-.larch, 1975. 
A% zsnrrny ils 1 1 H priia c mills had tri~rlslcrrcd I i d  ( ' 1 ~ h  
obligi~tion 1:) I ~ C  NIX: n~ills. 1-h: nhlit..;c: on thub :icc.cp c,.i atn<)rrnicd t o  
90.37 miilion squarc rurircs, Th;: r;:w or prcrniu:n p:\!;;!)!c :I>: {he per- 
forrnan~c o f  thc oblig;~tion on b-.haY f)[ o:!IL*:. mi!!\ is \ ~ i i ~ l i ' : ~ ' ~ . d  to  AVO 
hcci~ llt~tuil!ing. b u t  the ruling p:cmil;m u.:> ,!,i CJ I(> 13,: ; l h ! ~ t  $0 p:li~6 
per squclrc nwrc.  The Conln~ir:cc found during eviJL*n:l: thnt ~ h i ' c  the 
S"T(' rnills had, on an rrvcrqe, !ven incurring a I,, .s tlf RF. 1.10 p:r s.p;lre 
mctrc of c<,ntrdlcJ cloth prr)iiirccJ ton;~rd.i fh:ir '(WII' oh l i p : im .  ihc) 
m;i& a pri,fit of &. 1.19 crorcs rtn 'trans c r r d '  obliration. The C'omrn;ttce 

not averse to the idcu of NTC' nlil:s ;!;;i.pt;n< the controlitxi cl,>th 
ob]iRaticm of private m:.lls cspxiall:; whcn cuch a transfcr :lppur, to 
havr &a a profi[&Je p r o p < i f ~ ~ n  and pcrh:ips tnllblc the XTC mills to 
uliliac fully thcit menufocturiag capc i . ) .  Thc Comnlitlce, how- 
cvcr, do not appmvc of 8 situation where private mill$. no doubt hun!ing 



for higher profit arepas, can shove off their own obligation 10 the shoulders 
of NTC, particularly when the latter's experience shows that controlled 
cloth production by no means necessarily involves loss. Here is clearly 
yet another ins!ance of our cotton mill industry, which once upon a time 
had patriotic mo:ivations, having turned out to be profit-orientd to the 
extent even of being aller~ic towards national oblig:~tions. 

[SI No. 1 1 (paragraph 1.142) of Appcndix 1X to 223rd Repon of 
the Public Accounts Committec 1975-76) (Fifth I . o k  Sabha) 7 

Action Taken 

The C'ornmi*tw were inforrncd during cvidrnze th:it h\ produclnp 
8.000 million metres of clo:h, per capita avni1::hllity of cloth (after crxclud- 
in? e a p r t s  and non-wearable var ic tk  or ind:lstrinl v;~rie[ic> of cloth from 
the tot31 pr icduct i~n)  worked nu1 to 12 rnc:res by the rnd or thc Fovrth 
Five Y e ~ r  Plan (1973-74). As far  35 !he v~llntrahle scctionc irf rhc popu- 
lation. fthm~ having an annual earning hcln~~,~ Us. 7.SKH1 fo r  ;t horlsc-hold) 
iIrr rnncrmed. !heir number was asscsscd at  330 million:. and per capi!a 
~onslimption of cloth at 7.5 nirtres by thc end of thc Fourth Plan. Accord- 
rn;I to the projec.ctkms made for thr-Fifth F i \ e  Year Plan. whilc the pcr 
capira availability of doih in thc country 1.1 el;pccted to be in rhr vicinity 
of 14 or 14.5 metres, rquiremcn?s of cloth for tht. wmker ~cctions % 
cstimatcd t o  be 3070 million metres by the end of the FVth Plan The 
Chmminec were also informed that since the forn1olntion of the d rd t  Fiftb 
Plan. there have been various developments. includinp rise in prices as a 
result of which these estimates have been aPcctcd and are. therefore. likely 
to undergo changes. The Committee regret that even after thc lapse of 
the first two van of the Fifth Plan. final mtimatcc of annual w* 



mpntl of cloth for'tho vulnerable sections of population are yet unavailable. 
This failure calls for rapid rectification. 

JS1. No. 12 (paragraph 1.143) of b p e n d i x  JX to 223rd Report of the 
Public Accounts Committee (1975-76) (Fifth Lok Sabha)] 

Action Taken 
The observation of the Committee have been noted. The reqvire- 

a m t s  of the vulnerable sections of the population to be me! by the mill 
oector are however not easy to  gauge. There is a large volume of produc- 
tion in the handloom and powerloom sector catering to their requirements 
already, besides the changing consump:ion pattern in favour of synthetic 
and blended fabrics particularly in the urban areas. 

winistry of Commerce (Department of Textiles) 0 . M .  No. 9 /  l2/76- 
Tex-I dated the 8 th  September. 19761 

Another disturbing phenomenon of the operation of th:: Controlled 
Cloth Scheme is that there has been a s!cad;~ decline in the prndu;tlon or 
dboties and sarees since 1968. Pcrhaps, the most important factor whish 
has c(me in the way of Ihe smooth functioning of thc scheme is that the 
production pattern was not in conformity with the actual rcquirerncnts of 
the people, and the mills were producing more Ions cloth (prewnab:y 
because of thc opportunities available for clandestine \ales hy their con- 
version and rcproccssing) and shirting and less urecs and Jhotics. \\'hi12 
in 1968, the mill sector produced 465 m'llicn n1ctr.c. 0: dhi-ii:s and  
sarecs, the production wns 440 million in 1960, 232 rnil2ion in 1970, 230 
million in 197 1 ,  2 19 million. in 1972 and only 1 SO miliion w t i e s  in 
1973. Ihr ing  1073 (upto &ptc'mbcr, i'!;4). uhil: thc pcrscn:asc rcquirc- 
ment under me scheme was assessed at 20  per ccrzt, thz a;~ual p r d : ~ c t i m  
of dho'ics was 6.3 per ccnt and that of s,iri.cs i)111! a I I I : . ~ ~ ~  2 .7  p.-r ~ 1 1 1  

Apart from this tremendous shortf;~ll in  ; ,r ,du~tion, ci!!t~,i:s an.1 w e e s  
pmd~rccd under the contrdlt.d cloth schcmc wcrc of \ucli ;I h-: 51na'ly pi>X 
qual:ty and width that they could hc of hardly an! :I\< to ih i '  p w r r l ~  
rectiont of the population, cspecinlly in thc coun'r!.riik. l'hk is .In in'oler- 
able situaticm and the Conln~ittec ask for d r i n y n t  nlcnsilrcs 11) cnsure 
adeqlln(c production of dhoties ;~nd  sariScz 11:: fhc mill sector. An cX!Y 
report on this issue is particularly called for. 

[Sl. No. 13 (paragraph 1.144 of Appendix 1X to "3rd Report nf the 
Public Accounts Conlrnittce (1975-76) (Fifth Lok Sshha)] 

Action Taken 

Till October, 1972 there was no statutory control on the marketing of 
a W d c d  cloth ond free marketing did not provide my oppnrtunito to 



.asses# the varie:al requirements of control!ed cloth. After the introduction 
of statutory conntrol in O:tober, 1972, the supervisory task was entms:ed 
to the N.C.C.F. For some timc there were no complaints about non-cou- 
formit;, between production pattern and consumptmn pattern of cont~dled 
cloth. However, in thc la!cr half of 1974 the N.C.C.F. brought to the 
notice of Government the ~ a r ~ e t a l  pattcm of rcqulrcnwntk, ,+h~ch inJica,cd 
[ h i t  dhotics xnd s,crce\ ucrc requircd to the extent of 45 per cent of tlw 
told rccjuirenicnts. I m n i c J  ate increase in the product~an of dhotics and 
sarees from the thcn c.u$:ins lcvcl of abw~t  9 per ccnt woulj llnvc run 
into practical difficultiej In the matter of production :I\ wcll as on ;~ccounl 
of the protection dc\<rvedl~ available to the handloom scctor. Imn~cdin ely 
therefore a hiyhcr production Icicl was specifix! at 20 per ccnt a d  the 
responcc from the indu<'rs \\.:IS encourag'ng In thnt thc production lwel 
during the period Jmuary-June, 1975 incrcawd to about 36 pet cent of 
the to'al production of controlled varieties Spxific prnducticin Icvels are 
nclw bciny fixed for dhoties and snrecs ui thin the total production ol.'lcn- 
tion to ensure adqun'e product;on 

(The uuantlty o! bleached and d j ~ d  varieties of shirtinc packed s h ~ u \ d  not 
he k s s  than 50 per cent of the total quantity of controlled shirting packed) 

[Minktry of Commerce Kkpartmenr of T~axtilcsl O.M. No. 9/12/76 
Tc;.x-t/CIl dated the 12th September, 19771 

la spite d the Contrd!ed Ctorh Scheme having now been in optradon 
for o m  than a decade. no genuine survey or even bmady reliable 8!& 



on the estimated requirements of dhoties and sarees for rhe vulnerable 
sections of the peoplc are available. i t  is no wonder that in 1974 (upto 
September, 1974), while the production of long cloth was 53.7 per cent &I 
excess of requirement, the product~on of all other ca'egor'cs (shuts, sa res ,  
dhoties, dril;) was far short of requircmcnts. While the Comniittce feel 
strongly that Govcrnmcnt through thc Tcxtile Cornmirsionrr should have 
cnforccd corrective mcasures in tirnc, they urge on Government to collect 
relcvnnt data without any dclay to ensure that the production pattern of 
thc mi'ls conform to actual rcqu'rcmcnts. 

[St. No. 14 (paragraph 1 145) of Appendix IX to 323rd Report of 
the Public Accounts Committee (1075-76) (Fifth I-nk Sabha] 

Action Taken 
'ne Tcxtilc C'omm ssioner 1s alreadj going mto tbc v311etal r-qwre- 

men's of controlled cloth on a periodic. bas s and the fmsibility of gearing 
rhe prcduction to such rquircments. The National Co-opxativc Consurnm 
Fedsr,ilion is associated in this task. 

fhl~nrstrv of Commerce (Dcpartni~r): of 1':ut;Jc~) 9.M. No. 9/12/76  
Tex-I dntcd the 8th Septcrnbcr, 19761 

f~eCommrdstion 
'1'1:. C o r n n . ; ' * x  f i n d  [I!:![ c ! :~ :  132 [ j1< >::\:., lt;t,f,-f,y iGT2-73, !n(jia 

lnl?ort:d 4907 tl iou. , ;~ncl  I~ i1:s of Cotton, v,ilucd at Ks. 009.95 crorcs 
IXhc blrlk of thcsc in~ . .~ j r . t ,  w r e  c o n l i n c J  ro the lon9-s!:t;lc iw :c t ix  Till 
;i f ~ \ !  i ,~~.ir ,  h ; i c k ,  coTton IV:!, h:i:~g i:npo~t:J d p n i ~  f r : ~  I,I:~.I?~ C X L ~ ~ ~ I ~ C ,  
;:i:aii::;i P!,--IS0 A ~ r c ~ n l c n t : ,  a n J  ;~g.liu<t iiii;l:::nl .J'i;\:!c Agrecm:nts. I n  
l')??. UIIL!CI , I  \p<<i;tl v:r;lngcilicnt, '1 i , lhh hi i i c i  of m:.firtgl st:?yl: co:ton 
i ~ : . ~ . i .  i'!>t)orri,d f r o m  1':Aiht:ln. J u h t i f y i n ~  these in:p;lrr. i r  w,ij stared by the 
f ( 4  t i * '   ILL^ Sl!:>i\!t! !&.,: :: the > , : \ r ,  I!,., : ~ \ ~ r ; i l ,  p t>Li~y:~i~>!~ :.! ) I t  1;; 
t1:1{1 ~ ~ , ; ~ \ . ~ , i r ~ < c !  i.\i ~ ! l < ) . k  t + f  ill; r :q i~ i rc :~ l~~;~> of thc ri>,,lI in& ' I lk ,  
!e.ti[*:t (It*:< n!>t .  i !u* l ' ,  :tf*pc,ir L O  bc pl;~mi!>lc, in \ i ~ * s  ( 7 1  ih: f~i::. i v ' ~ ~ ~ ~  
w ! \  . i I  IP nilnliticd duiir~;: cl. di.rrcc. !!lot 1nili:i ha< in r 5 ~ ~ : n t  ' c 2 . s  \ZG :is- 
f u i l )  .!;hi~vcd ;I t ) r ~ ; ~ l \ i  h , i1~1y.h in thc dcvclopn;xit :>f ',.n v-q;ltnl: cl\+fl.n 
A:. tF ! l r  \arierY ~ . o r n r r r . ! c ~ d ~ ~ ~  ;I higher pri~.~. o f  Rs ')!!'I pcr i;t!in ;r .!s o p l n s t  
i I 1 ~  p ; ' c  of Hs. 2N1.300 o f  olh-:? ~ t l r i~ t i e s .  thr prtxluction ~ i c k e d  up to 
h u ~ h  , i 1  extent th;il t3:rc u.as e\cn a glul i n  the hime market ;n 1974-75 
;cnJ Ci',c,crnnlent had t i )  i,ci-mi[ a p o r t i ~  of i f  to bc csp::tcJ. The C ' O ~  
mittcc wcre informed that the low off-takc of long staph cotton was due 
to the highcr rcquir~rnent~ of thc medium varieties. I n  April. 1974, the 
productinn of coatrolled cloth. which dependcd f its pn&- 
tian m a b f l  2nd medium varieties d cottoo, was d6ubled frcm 
400 tt- I'(l0 lll'llion square rnct rs .  Thcrc was a150 a spun in our e.cpon 
crt cc~~tov tetrxtilm which tm dependcd on those v.,i;:ties. Exflainins this 
perndax of imports in thc fscc of a glut of long-staple cottoo, the wpm- 
wntstlye at the Agrk~lturr Ministry stated tha~ "cmce we introduoe r 



variety, it taka time even to discourage it". The Committee at0 not 
impressed by this statement. The hardships and puzzling dilemnla which 
the growers of that variety must have faced when they found to their dismay 
that thc very variety they were encouraged to grow was no longer required 
by the mills can be visualised. The CommXtee recommend that in order 
to avoid such unhappy situations in the future, Government should follow 
what may broadly bc termed an integrated policy so that varieties of coaon 
produced in the country are not out of tune with the trends in consumption. 

[Sl. No. 15 (paragraph No. 1 . l46) of Appendix I X  to 223rd Reporl 
of the Public Accounts Committee (1975-76) (Fifth I ~ o k  Sahhn)] 

Action Taken 
Thc recommendation of the Con~rnittce has been takcrl a very carctul 

note of.  In fact, the need for aligning the production of cotton with the 
demand pattern was diszusqed in detail at a meeting of the Cotton Adviwry 
Ronrd. The Committee set up by the Ministry of Agriculture has slrelldy 
exa~n.ned this aspect. This Committee has accepted demand-projcctirm in 
respect of cotton as indicated below b;. the year 1978-79:-- 

Thc Committee dac. no1 visualise any difficultv in  n~eclin:: thc demand 
br lone and short staple cotton in full. As ripinst demand of S2 iakh h:~!:?. 
the production targct for co'ton by 1978-79 is about 80 1;rkh ba1:c i311lk 
of the gap of 21 lakh balcs bctwzcn dcmand and the proc!usrion t:~ryct i s  
in re .pect of mcdium staple varYetic5. Even this gnp can hc hrid!lccl i f  thc 
bieedcrs succeed in isola!ing high yiclding hyhrid suit:itdc f(jr c.:~ltiva'icrn in 
the irrigated be!t of the North Westcrn States. Thr Indian Couw'l of 
Agrjcultural Research has already initiated mcuqvrcs to slcp up prtxluct'on 
of laudium staple varieties through better farm m:innpcmentc tcchniqurs und 
introduction of new high :ield'ng varieties. Following are the fcw important 
oteps taken in that direction:- 

( i )  bringing additional irriptcd arcas under cotton in thc Beas- 
Sutlej link canal system in Punjab, Haryana and Rajrrsthan 

(ii) Replacing the existing varieties with high yieldine short duration 
varieties like Bikeneri, Narma, CPH-2, SRT-I, JK 97, JK 99. 

(iii) Raising pro5uc'ivity through better farm management practice 
including maintenance of optimum plant population. folier 
llgptication d fcrtilisem and plant prokction meawres. 



11 wight be nient~oncd that patter11 of demand tor Cotton is susceptible 
to cllangc hi relat~on tu  lie demand patiern tor cloih and for that matter 
a contmual watch w~l l  have to be kept. 

[Ministry ot Conmcrce (Ucpartment ot 'lextiies) O.M. No. 9 / 1 2 / 7 6  
Tex. 1 dated the 6th October, 1976.) 

Hecommendation 
' lhe  Committee note that while i~nyorts of cotton are canalised through 

the Cotton Corporat~on of lndia to whom a bulk license is issued for the 
myorts,  it was the l n d m  Cotton Mllls kcderat~on which not only func- 
tloued as the s p n s o r q  authority for rcconlmcndmg applications from 
iudlvidual units but also collected a premium at the rate of Rs. 300 per 
bale 01 llnported cotton. As the anlount was collected from the rmlls by 
the ICMk undcr a voluntary arrangement, thc same was not credited into 
Goverrlment account. As far back as April 1966, the Committee had in their 
50th Keport ( l h ~ r d  Lok Sabha) po~ntcd out that the levy of premium had 
all the 111gredlent.s ol a tax and as such i t  should bc operated by an officirtl 
agcucy. In thcir reply, the Mmsrry oi Commercc had pointed out that 
such voluntai-j: UKI 1lidlrzc.t methods and mudalitics of export promotion 
werc r c~ogn~scd  and p r a ~ t i 4  in many countries. The Conlmittce did not at 
that t in~e  pursuc h e ~ r  recornr~icndat~o~~ iurthcr. I t  1s surprising, however, 
to learn that Govcr11111ent did not c ~ c n  gu into the question of how the 
ICMI- collcctcu prcnnuni on imported cotton during the period the volun- 
tary schcmc was in torcc, i.c. Irom June 1971 to March 1974. A much 
better arrarigeuicnt would h;itc bcen tor Ciovcrnmcn[ to use its power of 
levying import duty on cotton and out of the amount so collected consider 
subsidici~~g the production ot controlled cldh. The Committee recommend 
h a t  whenever private bodies n iuagc  to iniposc 1txic.s on or make C O ~ C -  

lions of p r cn~ iun~  from industricb, Government should not acquiesce in 
such an arrangelrlcnt 011 tire plea of its bcing 'informal', but should, on the 
contrary, examine fully the inlplications of such levy/coUections and place 
it if tllougllt fit, on an appropr.iatr stnturory b:isis. 

[ ~ l .  NO. 16 (paragraph 1.147) of Appendix IN t c )  213rd Report of the 
public Accounts vu1lllnittc'e (1')75-76) (Fifth Loh Sabha)] 

Action Taken 
The observations 01 the Cornmiltee have heen noted. Howevcr, it may 

be stated that t t~c  requiremrnts of funds for si.curing production of controlled 
cloth undcr thc voluntary arrangcmcnts d u r i n g  tlic period Junc 1971 to 
March 1974 were nsscsscd prc!iniinal.ily hi; thc C~wrnit tce hendcd by the 
then Addition;d Secretary in thc Ministry of Forcign Trade and subseq;ently 
by a sub-comntitkc 11c:idcd by the 'i'cxtilc C'ivnrni~sioner from time to time. 



Collection by the ICMF war by way ot fees 011 imported cotton, costributing 
in relation to production of non-controlled cloth and penalties in respect of 
tlrr shortfall in the production of controlled cloth. The amounts in respect 
of these collections and expenditure had bcen properly audited by the 
Chartared Accountants and they have been accepted by the Textile Com- 
tr~issioner. At present ICMF is not collecting any prcmium on imported 
cotton to raise funds for the production of controlled cloth and the schemr: 
fc3r controlled cloth production is now working on statutory basis. 

[Ministry of Commerce (Department of Textiles O.M. No. 9 /12 /76  
Tex-I dated the 6th October, 19761 

The primary objective of the Controlled Cloth Schcmc is to mahr chcdp 
and durable cloth available to the weaker sections of socicty. Howevcr, 
oomplaints have pmisted about its poor quality as \tell ils non-a\,i~il:lbility, 
the inadequacy of its distribution machinery. the prevalence of qucstiouablc 
practim at all levels and other defaults. It will not be unfair to state that 
the social objectives of the scheme haw largely fajled and therc has heen 
pitiful chasm between demand and supply and between promisc and perfor- 
mance. Evidently, imaginative changes and effective steps arc called tor i f  
lhe controlled cloth scheme is to be rescued and our long sufierin~ people 
arc to have some little amelioration. 

[Sl. So. 18 (paragraph 2.63) of Appendix 1W to 223rd Report ot the 
Public Accounts Committee (1975-76) (Fifth h k  S;~bhs)] 

Action l'akeul 

?hc obscrvittions of thc Conimittee have hccn t;tken 11otc of a11d t h ~  
sohem would mntinue to be reviewed and adjusted, within the frnnwwork 
of feasibility. to better serve the vulncrable section4 of thc consumers. I t  
may bc added that the controlled cloth schenlr w i ~ ,  introtluccd in Octoh~r 
196.1 with the objective to make available lo tl~c consunicr\ ;it largrr, 
rawnable prices. varieties of cloth of 111;14\ ~onwi~p t ion .  which H.CI.C idc'n- 
[ifred and brought under prtduction and price control. I t  W;I\ no( the aim 
of t l~c Government to organiw through such control. production and cuppl!: 
(bt the c.nlirc ryuirements of cloth even for the vulncrahlc scctions of the 
popdslion. The operation of the rhenrc was kept undrr revicw and rsitablc 
ntcdjficatjons were made fro1n time to tinlc conhistcnt with the hc;tlth of the 
industs! and thc interests of the consumer. 



Thc Committee find particularly that the distribution system is not 
gcared to takc thc incornc variant into account and hardly performs its 
primary obligation, namely, service of the vulnerable, often too pitifully 
p r ,  sections of our people. The NCAER Survey points out, for instance, 
that about 70 per cent of the sample of controlled cloth buyers belonged 
to the salaried class employed in manufacturing industries and other orga- 
nisations including Government, while cultivators and agricultural labourers 
accounted for less than 10 per cent of the buyers. Observing that in States 
such as Maharashtra and Tamil Nadu, 65 per cent of the buyers' cannot be 
classified as belonging to vulnerable sections of the community'. the 
sun1ey concludes that the controlled cloth scheme, primarily intended to 
accord protection to the ecrmomicall~ weaker sections of the society 'is 
not fully serving its purpose'. The Bureau of Industrial Costs and Prices 
had also, in its interim report on cotton textiles (September 1972) express- 
ed substantially the same view. The Committee urge on Government that 
this basic drawback in  the operation of the  schcn~c is removed without 
delay. 

There is at present nu uniformity in regird to thc cntitlenlent to con- 
trolled cloth and various States Governments have prescribed different 
monetary limits in this regard. Thc Committee have been informed that 
while in some States. persons in the income range upto Rs. 4001- per 
month arc entitled to draw their quota of controlled cloth on ration cards, 
thosc wilh an incomc upto Rs. 750/- and evcn upto Rs. 1,300 can. in 
some other States. gct controlled clotll. This is cntirely unsatisfactory. as 
it  discriminates against thosc who cannot casilq acquire a basic necessity 
of litc. The Cumn~ittcc would suggest that the fwsibility of laying down 
a uniform ceiling of inconlc throuhgout thc country fur entitlement of con- 
trolled cloth should bc examined. in consultation iv i th  the State Govern- 
ments. 



30 
These restrictions were by and large implemented by the State Govern- 

ments, except when there was problem of accun~niulation of stocks of 
controlld cloth and it became necessary to clcar the accumulated stocks, 
particularly oi' slow-moving varieties. I n  those circumstances, the restric- 
hons had to be temporarily relaxed by thc Slate Ciovcrnments. Thus, &is 
is a ~iiatter in which the State Covesnnlenrs have to take action in the 
light of the local conditions in each State and any uniform adv~ce or 
instructions in this respect from thc Ccntre may not be workable, as thc 
position varies from State to State and from t m e  to tinie. Howcver, the 
possibility of laying down a uniform ce111ng of income, or other methods 
to ensure that controlled cloth is sold to the lower income groups, on a 
preferential basis, will be further exam~ncd, in consultation with the State 
Governments. 

[Ministry of Commerce (Department of 'Pext~lcs 0 . M .  So.  9 /  l2/76- 
Tex-I dated the 8th Septcmbcr, 1976) 

Recommendation 

The Commiuee are surprised that though the contiollcd cloth schcnlc 
has now been in operation for over a desadc, no scicntifc survey has yet 
been conducted by the Government to dctcrminc the type of peoplc who pur- 
chased controlled cloth and how far the objectivcs enb~sagcci by the schcmc 
had been achieved. Such a survey should be undestakcn by thc Central 
Government soon and on the basis of its findings, which should not take 
too long, all essential steps should be adopted. 

[SI. Bo. 24 (paragraph 2.69) of Appendix 1X tu 2 3 r d  Report of 
the Public Accounts Cornmitt= (1975-76) (Iiifth L o k  Sabha)] 

Action Taken 

The observation of the Committee have been noted. The rcquire- 
ments of the vulnerable sections of the populat~on Ir, bc n~c t  by the mill 
sector arc however not easy to gaugc. -1 her; is a large vulume of produc- 
tion in the handloom and powerloom sector catering to their requirements 
already, besides the changing consumption pattcrn in favour of synthetic 
and blended fabrics particularly in the u ~ b a n  arcas. 

Ministry of Commerce (Department of Textiles) O.M. No. 9/12/76- 
Tex-I dated the 28th September, 19763 

Recommendation 

Apart from the inadequacies and dcficiencics in the distribution 
arrangements there appears to have been a peculiar and pernicious gap 
m the controlled cloth scheme. A large proportion of thc consumers is, 
according to the NCAER Survey, unaware of the scheme itself. and this 
does not by any means speak well of the governmcnl'~ publicity campaign. 



l ' he  Committee desire that urgent and adequate s t e p  should be taken to 
disseminate information abbut the controlled clo:h scheme and the outlets 
for its distribution. Facts about the availability of cloth, prices, etc. 
should also invariably be displayed at a prominent point by all the retail 
outlets. 

[SI. No. 25 (paragraph 2.70) of Appendix IX to 223rd Report of the 
Public Accounts Committee (1975-76) (Fifth Lok Sabha)] 

Action Taken 
The scheme for the production and pricing of controlled cloth is largely 

meant for the vulnerab!~ sections of the population and therefore, any 
publicity campaign covering controlled cloth availability would have to  be 
oriented towards these sections. Careful thought is needed to be given as 
to how b s t  to direct publicity towards these vulnerable sections. Necessary 
action is being taken in that direction in consultation wifh the D.A.V.P. 
Meanwhile State Govcrnrncnts have been requested to ensure that avail- 
ability and prices of controlled cloth are displayed at all the retail shops. 

[M'nictry of Com!nerce (Department of Textilcs O.M. Wo. 9 / 1 2 / 7 6  
Tcx-I dated the 28th Scptemher. 1976) 

Further Information 
On the l l th January. 1977 thc Govcrnment of India initiated a new 

pdicy in rcr;~rd to di\tribu!ion of controkd cloth through the NCCF and 
its afliliatcd d'stribution outlet.;. Con'rolled cloth or rilso callcd cheap cloth 
rcccived tlircct puhlicit;i through two Press Yntcs and a combined brochure 
on cconon~ic programme hrou~ht  out  hy the DAVP. During the recent 
Ilar~dloon~ F:lir thc production of contro!lcd clwh for the vulnerable sec- 
tions of the socictg alw got tluc publicity as a part of the production of 
controlled cloth is hcing prc7iiuccd in the Hnndloom and Powerloom sectors 
:rlso. Now that the cntirc dis!ribution is in thc hands of the NCCF t h e  
latter h:ivi. hccn giving! due publicity to the cheap cloth through their 
monthly journal 'Indian Consumer Cooperator'. Othcr methods adopted 
hv thc NCCF ;ire participntinr in the v'll;igc f;~irs, cshihitions. putting up 
hoardings at suit:~hle p!accs nnd throuph its 60,000 and odd retail outlets 
in the country (48.00 in rural areilr ;tnJ 12.000 in urban arc:ls). Taking 
thc present production level and the nurnher of rctnil outlcts (where only 
half a bale of c o n t ~ ~ o l l c ~ ~  cloth per out-let i s  nvailahlc) the existing level cf 
publicity is cohsidc.rcli cnough. The schcnic is undcr review and thc matter 
will bc further considered when higher o~rtput is achicvcd. 

[hlinistry of Comnwrce (Dcpartnicnt of Textiles O.M. No. 9/12/76- 
Tex-l/CTI dntctl the I ?th September, 19771. 

Recommendation 
The Committee h a w  been infornlcd that Government's approach, 

generally, was not to have separate societies to catcr to the needs of 



difiereril communities in lhc vulnerable scctions ol' xuciety, such as Sche- 
duled castes, scheduled tribes, etc. However, in States like Andhra Pradcsh 
a d  Orissa where there was a sizeable population of Scheduled tribes, 
spara te  tribal cooperatives were involved in the distribution of controlled 
:loth. The Committee recommend that the scop,: for setting up cooperative 
rxieties to serve specially vulnerable communities in places wherc there 
d concentration of such people may be explored. 

[SI. No. 26 (paragraph 2.71) of Appendix IX to 223rd Report of the 
Public .4ccounts Committee (1975-76) (Fifth Lok Sabha)] 

Action Taken 
Cooperative Societies have to be viable units if they are to function 

effectively. Therefore. the approach is to have a societv to cover a viable 
area of operation with appropriate safeguards in regard to membership, 
composition of the Managing Committee etc.. to protect the interests of 
vulnerable sections, including scheduled castes, scheduled tribes ctc. The 
Cooperative Tribal Development Corporations and othcr cooperatives 
functioning in areas predominantly inhabited by tribal pop~liition arc 
already eligible for supply of controlled cloth for distribution to the people 
of those areas. Separate viabIc societies specially catering to the needs of 
the vulnerable sections can be formed only in arcas wherc there is :I 

sizeable population of scheduled tribes nod separatc multi-purposc tribal 
cooperatives are already being formed in such areas. 

[Ministry of Conlmerce (Department of Textiles) O.M. No. 9/12/76- 
Tex-1 dated the 8th September, 19763. 

Recommendation 

There have also been a number of complaints that the Industry itself 
has been indulging in a systematic qabotage of the controlled cloth scheme 
Various news media have also carried reports on the clandestine sale of 
controlled cloth at d~fferent times to bulk buyers cither for reprocessing 
or conversion into readymadt garments. In fact, even the then Minister of 
Foreign Trade. bile addresciinc an TCMF Conference on 7 Octohcr 1972. 
had stated 

" .  . .it appears that the moment the controned cloth leaves the 
mills gatc, it dicappearci, without leaving any trace behind. . . . 
I believe a f a ~ r  quantity reachez thc processing houses where 
i t  change5 shade and colour and rcenierRes as nun-contrcdlcd 
procc5sed cloth with a high unit value." 

The Bureau of Industrial Cosls and Prices had also ;rlluded to this fact, in 
September 1972. and had rccommcndcd 'fuller cuamination' of this aspect. 
Admittedly, prior to November 1972. h-fore the distribution (iystem jntrcw 
ducal by the Commerce Ministry came into force. complaints of ccmtrolled 



cloth b e i q  lrrply diverted to procwiog uuils were rcceivcd by Govnn- 
mcnt and were found to have some basis. Though the clmd&ne &s 
of long cloth to the processing houses was apparently within the knowledge 
of Government for a fairly long time and Government were also aware 
that the malpractices alleged related largely to the long cloth component 
which constitutes a substantial portion of the total production, the Com- 
mittee are surprised and perturbed that it was only in September 1974 that 
orders werc issued by the Textile Commissioner directing the mills to bring 
down the proportion of long cloth in tbe t-otal production and to produce 
long cloth only in the bleached form instead of the grey form which is 
susceptible to reprocessing and conversion. The Committee seriously 
clepiarc the delay in taking these remedial measures and would like urgently 
to know the reasons therefor. They would ask Governnient to be truly 
vigilant in this regard and come down heavily on those mills/dealers whose 
self-intcrested and clandestine transactions tended clearly to sabotage a 
natirmai welfare scheme. 

[SI. No. 27 (paragraph 2.72) of Appendix 1X to 223rd Report of the 
Public Accounts Committee (1975-76) (Fifth Lok Sabha)] 

Action Taken 

Marketing of controlled cloth was brought under statutory control with 
cffcct from October 1972 and the coordination of the arrangements at 
national level was enuusted to the National Cosperative Consumers 
Federation. For sonle time there were no complaints about lack of confor- 
mity between production pattcrn and consumption pattern. The N.C.C.F. 
reported in the month of July 1974 that certain v,arieties of controkd 
cloth werc in short supply and certain others were in excess. Productian 
obligations arc fixed for quarterly periods and Textile Commissioner issued 
instruction for the production of long cloth in bleached form from the next 
quarter commencing from October 1973. From thc quarter comrncncmg 
J;lnuarv 1975, mills were required to p:oduce dhot;cs and sarees to the 
extent of 20 per cent of their obligation. For the quarter July-septemhcr 
1976, the following varietal requirements have been statutorily laid down 
for the production of controlled varieties:- 

. . . . .  . . .  D h r v  . . 20 ?;, 

(the qu;mtities of bleached and dyed varieties of shirtins packed shdl not 
be lesc than 50 per cent of the total qunntiticc of shirring packed). 



2. The situation would be kept under watch and the necessary adjust- 
m2nb will be madc so that the gap betwccn production pattern and the 
umumption pattern is minimised. 

Ministry of Commerce (Dcpartmcnt of Textiles) O.M. No. 9/12/76- 
Tex-I dated the 28th September, 19761 

Recommendation 

Another common complaint about the working of the controlled cloth 
scheme relates to the qualit!. of cloth produccd and supplied by the mills. 
The Textile industry had b x n  criticised, in no uncertain terms, by tho 
National Consumers Coopcrativc Fcdcration. which pointed out that the 
industry was intcrcstcd 'only in statistical data' in tcrms of squarc metres 
of controlled doih produced, but was 'completely blind' to the aspect whe- 
ther the cloth produced wcre meant for wearing purposes or 'to he used as 
dustors and packing cloth'. The Fcrlcration hail also :tllegcd that the 
'worst type of cotton with minimum pcrmissiblc pick\' wcrc used in pro- 
duction and added that :i mcrc scrutiny of thc c l ~ t h  '\!,ill revcal that they 
are nothing but netting cloth'. Thew cnmplnints \ w r C  :1l5o corrohoriltcd 
by a Government spokesman hcforc thc Committee u.!lcn hc conccded that 
'it was a well-known fact' that the private textile indr~stry produccd suh- 
standard cloth, especially bei\vcen September. I973 2nd Fcbrunry, 1975, 
and that the quality of the cloth was so had thn! ' e ~ e n  the poorest scctions 
.felt that it was not f i t  for wearing'. The s m c r  arid dhotics, according to 
him, were 'more or less trancpxrcnt and n w c  morc <~~it:ih!c for nc t t i n~  
rather than for wearing purposcq'. Some of the con!r(Jlccl cloth produced 
during this period was so bad that i t  could hc ustxl n:~!!. :IS h;indape cloth. 
This, in the opinion of the Commi!tcc. represent< n \ho:kinp st:~tc of  affairs 
and is indicative of the cx!ent to which a schemc cvo!~.ctl for thc common 
good had been distorted and shamc'cwly c~plnited hy pwt r fu l  and unscru- 
pulous elements in the industry. 

The upshot of all this bungling and worse was the accumulation of stocks 
valued at approximately Rs 5 c r o w  throughout the country, which caus- 
ed heavy loss and 'severe ctrain' on the ccwpcrativc rft\frihution system 
It would appear that the Tc~ t i l e  Cornmicsioncr'\ qunlitv control organi- 
sation had dismally failcd 10 tahc cfTcctivc step5 to ensute that therc wi~s  
proper and genuine inspection of thc qu;iliry of cloth produced and to 
enforce rigidly the stipulated specifications. It is otherwiqe inconceivable 
to  the Committee how such a largc \citlc dctericmtion in quality could 
take place suddenly. The Cornmittec would likc to hc wrisfictl that the 
inspection machinery did, at ]c;t+!. attempt to diwhnrpc the responsibilities 
cast on it and would likc the circurn\tanccs lcatfinp tn thr  1:rrge-scnlc pro- 
duction of sub-standard cloth to hc invc5tigatcd :\nd rcyxmsibility for 



default fixed. The Committee repeat that they take a grave view of the 
matter and call for stringent action on the basis of the investigation, 
against those who had been remiss in their duties. The results of such in- 
vestigation must come soon to the Committee. 

[Sl. Nos. 28 and 29 (paragraphs 2.73 and 2.74) of Appendix IX  to 
223rd Report of the Public Accounts Committee (1975-76) 

(Fifth Lok Sabha)] 

Action Taken 

Prior to November, 1972 there was no distribution control and market- 
ing of controlled cloth was the responsibility of the mills concerned. With 
the imposition of statutory distribution control, the marketing of control- 
led cloth was no more the responsibility of the mills and a tendency for 
production of controlled cloth of very low construction came to be noticed 
in the middle of 1973. Immediately Notification No. CER/1/73 dated 
30th August, 1973 was issued prescribing the minimum number of picks 
per inch of varieties of dhotics, sarees and long cloth and brought into 
force from 1st Novcniber, 1973. Like-wiw minimum picks per inch of 
controlled shirting waq also prcwrihcct vide Notification No. CERI I I74  
dated 99th May. 1973 and made effective from 1st July, 1974. The need 
for further improving the qpccifica+inn\ of controlled cloth was again exa- 
mined in late 1973 and the Notification No. CER/1/75 dated 10th 
January. 1975 was iswed prcscrihing the minimum numbsr of ends and 
pick\ pcr inch of controlled cloth procfuxd. Simultancousl!~ the count 
ranges applicable to clorli producrd 11nclcr each group was also narrowed 
ta cnsure that controlled cloth protli~ .cd a hctter coverage. 

2. With effect from 1st April, 1973. an annual levcl of production of 
800 million, sq. metres was envisaged as against 400 million sq. metres 
envisaged during the period of voluntary arrangements. Thcrc were fair- 
ly wide-sprcnd rcportc about deterioration of quality and in January, 1975 
specifications were rcviwti and cnforccd from 1st March. 1975. Risorous 
impection on an ;tdequnte scale coilld have prevmted deterioration in 
quality. However. Tc.r!ile Comniicsicmcr has indicn!cd that its 7 Regional 
Oilices carried out p~rinclicid inspcctinns of mill< under their respcctivc' 
iurisdiction. Therc ha\,c since !wen h:~rtll!. :In! coniplaints about the 
qu:tlity of controlled cloth. 

[Ministry of Conimercc (Ilepartmcnt of Tcxtilcs) 0 . M .  No. 9/12/76- 
'Tcx. 1 dated the 28th September, 19761 

Recommendation 

The Committee h;wc hcen assured, in this context, that the situation 
was reviewed as soon as this position came to light that the standards 



welc immediately revised h~ January, 1975, and tlrat plrcliing of contruUal 
cloth is being done according to the revised standards from W % b ,  1975 
onwiirds. 'The present quality of controlled cloth is also stated to be 
acceptable to the consumer. Whilc the Committee concede that the qua- 
lity of controlled cloth can be improved only upto a certain limit without 
seriously affecting the existing price structure, the Committee feel that 
it should be possible for the industry to bring down the cost of pro- 
duction by improved methods of production and management, research 
and development, etc. and also to impose itself a certain amount of self- 
discipline and a commitment to subserve the common cause. The Com- 
mittee would urge Government also to keep standards and specification8 
for controlled cloth under constant review and enforce vigorous inspection 
and quality control at the production stage itself so as to ensure that the 
prescribed standards are rigidly observed. Thc Committee are of the view 
that drastic measures are necessary to discipline the traant textile industry 
and make sure that it fulfils its larger social obligations and commitments. 

[Sl. No. 30 (paragraph 2.75) of Appendix IX to 223rd Report of 
the Puhlic Accounts Committee (1975-76) (Fifth Lok Sabha)]. 

Action Teken 

After thc introduction of revised specifications of controlled cloth 
effective from 1st March, 1975, the quality of coPtrolled ckth  hes gene- 
rally been satisfactory. Increased attention will be paid by the inspecting 
staff of the Textile Commissioner's Organisation to the enforcement of 
quality con'rol. As regards the suggestion for reduction in  tbe cost of 
protluction by improved method of production and management, research 
and development, the matter will be taken up with the industry through 
the Textile Commissioner. It may, however, be pointed out that only 
recently prices of cotton shot up inevitably making an impact on priccs 
of cotton yarn. A number of steps have been taken to contain the prices, 
but situation$ like this have to be reckoned with. 

Mnistry of Commercc (Department of Textiles) O.M. No. 9 /12 /76  
Tex. T dated the 28th September, 19761. 

Recommenhtien 

The Committee learn from the Commerce Secretary that cvcn after 
the 30 per ccnt price incrcnsc allowed from April, 1974, the mills ore 
supposed to be incurring a loss of Re. 1 per square mctrc of controlled 
cloth produced. which meant that the obligation to produce 800 million 
square nlctws of controllcd cloth had plnccd a burdcn of Rs. 80 crores 
on the industry. In the context of what has been said bcforc, the Com- 
pittce cannot help feeling that there is perhaps in certain quarters n 



gcatcr concern and xolicitudc for sometl~ing like all optimunl profitability 
of the by no means impecunious textile industry of this country than for 
the needs of our people. The Committee stress that Government should 
take concerted measures to see that the basic necessities of the common 
man including the requirements for cloth are met and that the textile milb 
are made to realise this national obligation. Apart from assessing the 
financial implications of the controlled cloth scheme on the industry on 
the basis only of an investment analysis it would be more appropriate 
to assess the importance of the scheme on the criteria evolved by a social 
cost-benefit analysis. 'The considerable margin of profit clearly found 
available over the years to the industry by the production and sale of 
non-controlled varieties of cloth must also be taken into account. Having 
due regard to the socio-economic objectives undertaking the controlled 
cloth scheme, the Committee would call on Government to ensure that 
the right type of national discipline is brought to bear on the textile in- 
dustry which should, with :I reasonable effort. be ablc to ensure generally 
uninterrupted supply of acceptable qualit! cloth in adequate quantities 
and at moderate and regulated prices. 

IS1. No. 33 (Paragraph 2.78) of Appendix IX to 223rd Report of 
thc Public Accountc Committee (1975-76) (Fifth I.ok Sahha)l. 

Action Taken 

The recommendation for concerted efforts to suppl) the basic neces- 
sities of common man has been also conveyed to the Ministq of Civil 
Supplies. So far as controlled cloth is concerned, Government attached 
due importance to the scheme for production and distribution of controlled 
cloth and would trtkc all possible stcps to make the scheme for controlled 
cloth production suhservc the purpose of ensuring supplies of controfled 
cloth adequately consistent with the hc:llth of the industn involved in 
111 : production of Controllcd Cloth. 

[dl in;\rr\ of ('cmmcrcc (Department of Textiles) O.h1 So. 91 12/76- 
Tex. 1 dated the 281h (ieptemhcr. 19761. 



CHAPTER 111 

RECOMIMENDATIONS/OBSERVATIONS WHICH THE COhlMITTEE 
DO NOT DESIRE TO PURSUE IN THE LIGHT 
OF THE REPLIES OF GOVERNMENT 

Recommendation 
It is distressing that during the years 197 1-72 to 1973-74, while the 

production of long-stnplc cotton incrcascd by 15 per cent (from 1,779 
thousand bales in 1971-72 to 2059 thousand bales in 1973-74). the pro- 
duction of nicd:uni and short staple, which was 3807 and 978 thou~and 
bales res~)ectivci:i in 197 1-72 increased to 2883 and SCO thcwsand 
bales respectively in 1973-73. the pcrccntagc decline being 24 to 10 per 
cent respectively. The Comn1it:ce \.;auld like thc Agriculture Ministry to 
go into the reasons for this decline arid givc grcatcr encouragement to the 
production of medium and short-staplc wric~icq of cotton in the country 
with a view to ensuring that the controlled clo'h scheme Ivhich is d:pcnd- 
ent on these varieties of cotton. doc< not come to gr id on this account. 
There should, in other words. hc a \vcll thought-out pl:ln for growing all 
required varieties of cotton. with an e!.c pnrticu!:rrlv to the cJnth rcquire- 
ments of the wcaker section< of (3111. socicty. 

[SI. No. 17 (Paragraph 1.135) nf 4nrvnciiu 1X to ?93r,l Rcport of 
the Public Accounts Cornmittcc ( 1975-76) (Fifth 1,ok Snbha) ] 

Action Taken 

Bulk of the cultivation of cotton. nnrticul:~rl\ of mcdium and short 
staple varieties depends on rain and. thercforc. thc fluctuations in the pro- 
duction of these varictics has to he rcckonecl with The stcps now being 
taken to develop production of medturn qtnple bnrictics of cotton are 
indicated in the action taken no!c in rcqpcc! of Rccornmendntion No. 
1,146. As indicated in that note. the demnnd for qhort-qtaple cotton bv 
1978-79 is assessed hy 7 Iakh halcq While oflicial cstin1:ttcs of mple-  
wise cotton prmluclion durinr the vrn-  1974-75 h:~vc not yet become 
available, it is estirn:rtcd that prodt~ctio~i o f  ~hnrt-\~:lplc v;trietv during 
that year would have hecn :tholit Rs 10 71 1:lhh h.~lc\ ;I\ against 9 3 
lakh halec durinsv 1973-74. There is nn  r:rp h:t\i~ccn cl:ni;~nd :in(! \llpply 
so far as qhort-staple varieties arc cnncerncd 

mink t ry  of Commcrcc (Dcp:trtmrnt of Tcxtileq) O M  No. 9 / 1 2 / 7 6  
Tex-1 dated the 6th Octnhrr. 19761 



Recommendation 

In this context, the findings of a saniplc survey of controllcd cloth 
~narketlng col~duclcd, during September-Octuber 1974, by the National 
Council of Applied Economic Ihearch ,  havc some relevance. The survey, 
of course, covered a snlall sample, being conlincd to only 144 outlcts in 
nine States and no basis h r  large gcncralisations. Howevec, if focusses 
atlcnlion on some of the weak spots in the scheme, which should serve as 
pointers to Governn~ent for taking necessary remedial measures. Since, 
accorditlg to thc 1971 census, nearly 80 per cent of thc w e a h  sections of 
the conm.~nity live in rural arcas, this fact should have bccn the basis for 
the allocation of controlled cioih for distribut~on between the urban and 
rural areas and thc latter should have, therefore, rcccivd a much larger 
quantity of controlled cloth than the former. 'lhe NCAEK Survey points 
out, on the contrary, that rural areas accounted for only about 15 per cent 
of the releases of controlled cio~li. Maharashtra, for instance, with 9.4 
millioq huuschdds had only about 800 rural outlets, out of which, pala- 
doxi Jly, some 350 were located in thc Bombay metropolitan area, 

l l i c  Col~iniiitcc havc Icarn~ i h l  in purwancc o: thc spc~ific measures 
initiated by Ciovernnlent to expand tf~c dlsti  buti ion n;t-work for controlled 
cloth, the total numbcr ol rcla~l uutictb idr  controllcd cloth incrcasd iron1 
18,646 as on 30 Junc 1974 lo I b , U J j  on 3 1 March iY i 5 ,  out of which 
21,089 werc in rural areas, and t h a ~  the yumt~ty  01 contruiled cloth distri- 
buted in rural alcas accounted tor about 68 pcr cent or the total d e s  
d u m g  1974-75. That i t  was found neccsary to add as many as '3,389 
rela11 outlets In u 51nglc ycar w d d  ~ n d i ~ a i e  that the earlier distribution 
arrangcn~ents were inadequate and also that i t  required allnost some sort of 
a crisis to develop before remedial meabures v,crc takcn. The Committee 
would urgc Ciovcrnmcnt to kecp a v~gilant eyc on the adequacy of the retail 
outlets for conlrolled cloth and constanlly oaluatc  their performance SO 
that tin~cly corrcctivc nxasures can bc ~n~tlated. 

[Sl. Nos. 19 and 20 (Paragraph 2.64 and 2.65) of Appendix 1X to 223rd 
Report of the Public Accounts Commirtee (1975-76) (Fifth Lob: Sabha)] 

Action Taken 

In the revised policy relating to productim and distribution of con- 
trolled cloth introduced by tho Central Government with effect from April 
1974, i; was clcarly laid down that a substantial part of the cuntroilcd 
cloth should bc distributed in the rurd m a s ,  so as to particularly benefit 
the vulnerable sections. SpeciLic advice in this rcspcct was con~municated 
to the Statc Ciovernnicnts by thc crstwhilc. D r ' p a r m m  of Coopcrdtion 
in their first circular letter on thc si~hjcct datc'd 23rd Mi\)', 1974. At the 
rquest uf the Central Governmnt, the President of die NCCF, which 



was non~hatcd as the National Level Coordinating Agency fur the distri- 
bution of cantrolled cloth through cooperatives, addressed a denli-official 
letter on April 25, ,1974, requesting the Presidents of the State-level Coope- 
rative Fedcratian, State Registrars of Cooperative Societies and others "to 
ensure that the rural areas are adequately covered with  hi. distribution 
mangements for the controlled cloth". Similar advice was repeated by 
the Central Govarnment to the Stute Governments on a number of occasions 
subsequently. Within 3 months of the introduction of the new controlled 
~10th scheme in April 1974, 18646 retail outlets were organised for the 
d i sWut iaa  of controlled cloth, as at the end of 30-6-1974. As these 
retail outlets were not considered adequate for reaching controlled cloth 
in far flung rural areas af the country, the State ~ o & m n e n t s  were advised 
to take vigarous steps for increasing the number of retail outlets and for 
ensuring that such outlets are located in rural areas to  the nlaxinlilm extent 
necessary. The number of retail outlets was increased to 28035 as at thc 
end of March, 1975, out of which as many as 21089 outlets were located 
in rural areas and 6946 outlets in urban areas. Efforts in this respect werc 
further intensified, with the result that, as at the end of Decembcr 1975, 
the total number of retail outlets in different States went u p  further to 
46694, out of which 37408 were in rural areas and 9286 i n  urban areas. 
In other words, as much rss 80 per cent of the total number of retail out- 
lets were located in rural areas and the remaining 20 per cent only in urban 
areas. The Statc Governments are free to orfnnisc filth-c rc'tail outlets f w  
the distribution of controlled cloth in rural areas. if more such outlets 
are actunlly required on the basis of local needs and demands. It will thus 
be observed that the Centnl as well as State Governments hnvc throughout 
attached great emphasis on having the waximum number of retail outlets 
for making controlled cloth available to people in rural ;irca+ whcre thc 
majority of the vulnerable sections reside. Statewise details in the matter arc 
furnished in statement at An~rexwe  I. Data relating to numbcr of retail 
outlets as on 30-6-76 is still awaited from some States. Howevcr. reports 
received from 10 States show a further increase of 6689 in thc numbcr of 
rural outlets in the first six months of 1976, thus raising the total numbcr 
of retail outlets in rural arcas to 14097. This nun1bi.r is likclj, to go up 
further after report5 are received from tllc remaining Stater. Kep r t s  
received from State Governnients about thc quantity of controlled cloth 
distributed in rural and urban arcas respectively during the period April, 
1975 to Dtcember, 1975 show that about 70 p e r  cent of the cloth was 
distributed in rural arcas. \idc statement at Ast~w.urrc~ 11. 

A mention lin\ h e n  m;dc a h l t  mucity of' salcs points of controlled 
cloth in the rural 3re;l~ o f  Mahurashtra. Chapter I 1  of the Rcport on Mini- 
Survey conducted by the h'ational C'ouncil for Applied Economic R w a r c h  
says that. out of tl total nunlbcr of 800 ret;iilcr< ~n the S l i ~ ' ~  of Mahnrshtra 
for wllity cout~t~llcd ciorh at t l ~ , r t  ti~llc ( i r .  in Scl)tcn\l~er-Octokcr 1974. 



the period when the survey was conducted), 342 were located in Bombay 
and Thana rationing area. It may be stated in this connection that the 
Bombay-Thana area contains amongst the largest concentration of indus- 
trial and factory workers, dum dwellers &d other vulncrshlc sections and, 
as such, meeting their needs is also equally important as meeting the re- 
quirements of rural people. Besides, as stated above, the number of retail 
outlets in rural areas increased considerably during 1975. The position in 
Maharashtra as at the end of December,. 1975 was that, out of a total 
number of 1335 retail outlets, as many as 992 (@ per cent) were in 
rural areas of the State. 

The State Governments have been requested to constantly review the 
adeyuacy of retail outlets in rural areas and also to ensure that controlled 
cloth is available to the weaker sections of the society to the maximum 
extent. 

A11 possible efforts are being made by the Central as well as the State 
Governments to further develop and sustain the cooperative sector for 
improving the distribution net-work. 

[Ministry of Commerce (Department of Textiles) O.M. So. 9112176- 
Tex-l dated the 8th September, 19761 

ANNEXURE-I 

.I, at the enti of Dcccmlxr. 197.1 - - 
Rural I'rball Total 
I outlet> Ketail 

f lU tk t \  

I . \rdl~ra fintlcsh . 
n . h a m  . 
y Miitr . 
4 Cujarat 
5 Ilaryana . 

1 Iin~achal I'radcsh 
7 .larnmcl br Kashrnir . 
R Kernataka . 
g Kcrala . . 

lo Mndhyn Pradah . 
I I  Slaharashtra . 
1 2  Xianipur . 
1 3  Ptlcgl~nla~ a . 
1.1 Kagalard . 
13 Orinn . _ _ _ --_I_ 



1 6  Punjab . . . 2157 227 2381 
17 Rajasthan . 24.87 715 32( 9 

18 Sikkim . . .  . . 18  I ' 9  
19 Tamil Nadu , . . . . . .  I 658 703 3261 
20 Triplrra . . .  . . . . .  585 47 632 
21 L:ttar Pradcsh . 4218 1285 5503 

22 M'at Rengal . z 123 180 2303 

23 Arunachal Pradcsh . . 48 G 54 

24 .Z.N. Islands . - . .  8 I 1 0  

25 Chandiqarh . 25 9 37 

26 D. Ti. Havcli . . 14 . . I +  

27 Dclhi . 513 I 83 2 38 

23 Coa. Daman 8: Dict . . 26 I I 48 

A N N E X U R E  I 1  

Rural U rhan 
( 7 )  (4, 

- 

I .  Andhra Pradcab . %41 W 7  

2. Assnm . 7766 1941 

3. Rhar . I j5Gz 77*) 

4. Gujarat . . . .  . . ~ ~ $ 1 1  4974 

5 . H a r y a n a  . 25 j'j gror 

6. H~machal Pradah . I G I  I 375 
-- - ------ ---- - 



lo. kladhya I'ratlrsh . 7079 3763 

I I ,  hlaharahtra . N.R. N.R. 



The distribution of controlled cloth is at present done through four 
channels, namely (i) Super Bazars in the cooperative sector, (ii) the 
National Cooperative Consumers' Federation (NCCF) and the chain of 
cooperatives affiliated to it, (iii) fair-price shops run under thc aegis of the 
Statt! Governnlents and ( iv)  any uther agency iri (he cooperative seccor 
s p i f i e d  by the State Governments. The National Ccmperative Consumers' 
Federation is thc coordinating ijgencg. at the national lcvcl, for tht onward 
distribution of 90 per cent of the controlled cloth produced to the Whole- 
sale and retail channels nominated by the State Governments. Whilc it 
was legitimately expected that the widely alleged malpractices in the sale 
of controlled colth would be checked, if not altogether eliminated, by 
entrusting its distribution and sale to rclinbly run cmpmtives,  thc Com- 
mittee understand that cooperatives in some States did not have the neces- 
sary expertise and experience for shouldering this responsibility. I t  is also 
a known filct that our cooperatives have a lot of leeway IO n1,tI.c ul; h~ lo rc  
thcy k o m c  cffcctive instruments of service. Bcsidcs. fi~~;inci,~l conrtruints 
and lack of professional skills further aggravate the situation. Even as 
recently as two years ago. Government had statcd bcforc thc Estimates 
Committee that the existing channels of distribution 'do not have adequatc 
retail outlets to replace the traditional channels and rcach the cloth to the 
weaker sections of society both in thc urhan and remote rural arcas'. 
While the steps stated to have been takcn subsequently are wclcomc. thc 
Cbnlnlittce Ice1 that i1 lot more needs to be done in this rcgarii. 'fiic. 
Central Government. instead of m e r c l  maintaining that thc respon4bility 

-7- - for the distribution of controlled cloth I \  that o" thc concerned State 
Governments, should play a more constructive and far-rcaching role. Apart 
iron, maintaining close watch over the performance of thc distribution 
machinery, Government should cvolve and work out long-term policies and 
programmes of developing and sustaining the ccxyxr;ltivc scctor in its 
different facets as an immediate and incscapahlc task. 

[Sl. 30. 21 (paragraph 2.66) of Appendix I X  to 223rd Report of Ihc 
Public Accounts Committee (397.5-76) (Fifth l ~ , k  Sabhi~)] 

Action Taken 

When cooperatives were a\ked to distribute controlled cloth, it was 
envisaged that 80 per cent of the controlled cloth produced by the mills 
should be distributed through ttrc cooperative+ itnd the remaining 2 0  per 
cent by the mills, through their own retail \hop.  



Cooperatives started distributing controlled cloth only from October, 
1972. The following figures will show that the cooperatives have fulfilled 

their obligation in this respect:- 

l'roduction of Quantity re- Quantity for 
controlled (juircd to be which despatch 

cloth distributed by instructioru 
(1,rkh balc\j cooperatives were iwucd by 

(800,/, of the cooperative 
production (Iakh bala j  

(Lakh balm) 

Octobrr 1972 to hfarch '74 ( 1 8  
m o n h )  . 3 '  7 0  2.96 3' 32  

April '74 tu -\larch '75 (12 months) . 5 .40  4' 39 $' 78 

April '75 to I)rc.,  '75 (9 months) . 3'27 2 . 6 2  2 . 8 q  

Jan. '76 to July. 1976 (7  months) . 2.24 "79 1 . 8 5  

All possiblc efforts are being made by the Central as well as State 
(iovcrnmcntc to further develop and sustain the cooperative sector for 
improving the distribution net-work. 

11 i \  truc, that in the beginning, thc ccwperatives lacked experience and 
experliw in thc distribution 01' controlled cloth. Financial constraints of 
these institutions had also impeded r h ~  distribution work in initial stages. 
Thc Central Govcrnnicnt played u vcr- positive role b:,, e:itcnclinv financial 
a s~ i~ t ;~ r l cc  to thc cmpcratives for the etTcctivc distribution of controlled cloth 
and. for this purpose. unctioncd a\sistancc t)f Us. 50 lacs. on soft terms to 
thc NCC'F. and n spccial nssistancc of Us. 2.34 crorcs to 513- Central/ 
Wholesale Societies and other Ccxqwrative5. on thc recon~mendations of the 
Sti~te Govcrnmcnts. ;I\  margin moncv assistance, to enable the societies to 
obtain thC rcqui\i~c ;Imount of working c3pitd loan fronl Cooperative and 
C'ommcrci;~l R;~nks specificall for this work. 'The Central Governnxnt have 
cxtentlcd pliirantees to the extent of Rs. 3.50 crores in favour of the NCCF, 
Rs. 1.55 crorcs in favour of four Statc level Consumers' Cooperative Fedc- 
rations and Rs. 10.32 crores in favour of 51 Central/Wholesale Societies to 
enable them to obtain requisite Bank Credit. under the Central Govcrnmcnt 
Guarantee Scheme. for cxp;~nding their services. major portion of which 
consists of distrihution of controllcd c!oth. At the request of the Central 
Government. the Rcservc Rank of India have ildviscd Cooperative as well 
as Commercial Ranks to advance loans to consumer cooperatives on a 
m;rr~in of ;I sccurity of only 10 pcr cent. The Central Government have 
heen advising i+nd assisting the Sti~tc Go\crnn~ents in strenethening the 
ctw,per;~tives for proper distrihution of controlled cloth, with particular 
cn~phi~sis  that the hulk of such cloth should go to rural areas and to vulncr- 



Recommendation 



Action Taken 
'I'hc voluntary arrangements for the production of controlled cloth frcm 

June 1971 emerged out of indep th  study of the causes of decline in 
thc production of controlled cloth and considcraticm of the stcps needed to 
step up the production by ti Committee he:rdcd by Additional Sccrctarr in. 

I h c  then Ministry of I,orcign l'radc. .It u,as then cstinla!etl that loss in the 
protlucticm of 1 mctrc of controlled cloth &.as 63 p:tisc. Apart from losses, 
thcrc M C S C  ~ h ~ ~ i ~ i i l  Iiniilntio~is C; IU\CCI  h.i \~+r iou \  \hortarc of cot:on. In this 
siti1;ilion the induc!r, not only 1;rccd the problem of nlaintaining production 
of corlrroll:d cl(11l1 :it tllc rcqui\itc Icvcl but i i l i o  I ' i~c~ t l  a rl~fficult 31tuation 
i n  rc\pcct of ccotlon~ic*\ 01' produciion of non-contsollcd ~iir ict ic\  of' cloth. 
I t  \+:is, t l~c rdorc .  found ncyc\\ary to girt finarlci;~l \u?pilrt fol- the produc- 
tion 01 controlled cloth unclcr thc \.oluntary arrangements. The l i n a n c ~ a ~  
r~tl(~irc 'nicnt\  m d  r c \ o ~ ~ r i ~ c \  t o r  [h: t unds n:ulcd f o r  ;I rc;~\on;ihlt: support 
were initially aswccl  by !he Conlniittce and subscqucntlg reviewea 
b) ; I  S u b - ( ' o n ~ r ~ i r t ~ ~ ~ ~  hcadctl by Additional Tcs!ilc ( .omn~k\ ioncr .  O n  
accc)unt of thL. I~nanclal strcsh ;~lreadv fircccl h? thc ~n:l:~-':.\ .  the cnrlrc 
fund\ nccdcd for thl\ purpow could not hc. r-aiwd from thc i n d u w v  and 
the ;imount of K \ .  1.89 crorc, from the C'cmtrollcd Cloth Compcnsntory 
FUIILI of the 'Sextilt C 'o rn~ l l i s~ ion~r  \\;I, wnctioned in t u ~ )  parls on rhc 
t , ; t \ i \  01 thq\ ,i\scc\n~cnt. 



Action Taken 
The data in respect of gross profits (prior to inteerst but afte rdepreci- 

ation) as percentage to the capital employed for cotton textile companies 
set against d l  companies is indicated below for the ycars 1965-66 to 
1972-73. 

All though, the profits in case of cotton textile mills have been much 
below the level of profits for all companies, even on the basis of other 
alternatives of reckoning the same. As explained i n  the note on recorn. 
mendation No. 2.76. the industq was facins difficulties on account of 
serious cotton shortage in the year 197 1-72 which is also evidenced from 
the fact  that the production of cotton yarn during that year was lowest 
ever since 1962-63 and that of mill cloth lowest ever since 1960-61. 
The relevant production figures arc indicated below:- 

)'car rnding 3 I Marrh Cotton vat n \ .I111 lnaclr cloth 
I Xlill~on Kq\ \ f d l ~ o n  Xlrtrcr I 



This position has been indicated as relevant to the circumstances in 
which support for production of controlled cloth from June, 1971 was 
considered necessary. Such support was withdrawn altogether f r o m  
December, 1972. 

[Mlnistrv of Commerce (Department of Textiles) O.M. No. 9112176- 
Tex-1 dated the 8th September, 1976) 



CHAPTER IV 
m C O M M E N D A T 1 O N S  OBSEKVATlONS REPLIES T O  WHICH H A V E  

NOT BEEN ACCEP'I'IED BY 'THE COMMITTEE .AN11 WHICI1 
REQUIRE REITERATION 

Recommendation 
1-he prinlar:i- ubjectivc, p~.nfesscdly, of the C'ontrullcd ('lo111 S i h ~ m e  has 

h e n  to make available cheap. clurablc cloth to the \r,cahc.r. sccticms ol' our 
peok'l~. 7'he At!dit paragraph and the narrative thtr:,it!i'r. ~~iciii~nti ' .  tliat 
the scheme has been modified pcricxiic311y. In spite of. . ~ l l  the refinements, 
inccntivc.; and penalties introduced from tinit L O  tinic. (icrvcrnrncnt have 
yet to conw truly to gripswith thih malor prvblcnl. The :,(>cia1 ohjcc!ivcs 
of the Scheme have rcmaincd largely ~~nfultillcd on account of various 
factors. The Committre concedc that some of the tf lf t icalt~~~s ;incl h t ~ ~ d l c s  
encountered in the prcxcss of trlring to implement thc gigantic task of 
clothin? the masses of our people h a \ c  bccn claunt~ng. Even srr, tllc C'onl- 
mittee fear that there had been much i~vc~idahle \ ;~cci l ; i t i~~n in policies 
which continued to fa\.our the indu>tr! c \ r n  when i t  b i ~ ; i l l ~ ~  intr.ansipi.nt 
to the detriment of the larger public interest. 

T i e  Committee regret that in May 1968 not cml! u a \  control on  fine 
and superfine cloth withdrawn but thc obligation ot [he mills tor the 
production of controlled cloth was reduced from 10 ! r l  75 pcr cent of tllc 
total production. without making an!. precisc a\\cssnicnt of ihc  actual 
requirements of controlled cloth. The C o m n ~ i t ~ e c  h a ~ c  heen informcd in 
estenuation. that the cotton textile industry U ; I \  I ' ; I C I I I ~  .d~tlicult tilni's' 
durinp thc prcccdiny two to thrcc yc;irs on nccoun! 01 ;he iric~.\,:~\c In cott ,w 
prices, w,age cc~sts. loss ol production-eflicicnc:,. ; i i  a rc.st~lt of the o h ~ l c -  
scencc u! machinery in a l a r ~ e  nunibcr of' unilh. all of \s?iiih f'ac.tor\. had in 
turn. led to an 'erosion in ovcr;ill profitability'. 11'hi cost of cot1011 is 
stated to account for 50 per cent o f  the cost of praduc'ion and thc cotton 
price index moved from 139.9 during 1966-67 to 170.0 in January 1968). 
The industry had. thercforc, suggested ;In increase in the price of' con- 
trolJcd cloth and a substantial reduction in the volume of cloth under 
control. The C'c~mmittee learn that after discu\sion hctu.c.cn thc ('onir~lcrce 
Ministry, Finance Ministry and the Indian C'otton Mill3 Federation, ' s i 7 ~ -  

in the quantity of cloth under control wcnicd inc\capablc', 
and the 0 t h ~ ~  alternative of total decontrol or  pricc rise wcrc ruled out. 

1,  appear that greater concern had h e n  $ h o w  for  preventing 
an 'erosion in the profitability' of the industry than for working out special 
measures f<x ensuring lh3f the weaker wctions 01' 1hc c.onirnunit\' Wcrc 



provided with a basic necessity of life at reasonable priccs. Evcn when 
JO per cent of the production of the mills 'had bccn earmarked for con- 
trolled cloth, thc pcr capita availability of cloth was less than 1.7 squaro 
metres. As pointed out elsewhere in this Report, the plea of losses incurred 
in the production oC controlled cloth, which had prompted the Govern- 
lncnt I'lom time to lime, to rush to the rescue of [he industry appears to  
be, on closer scrutiny, considerably exaggerated. Evcn assuming that it 
was I I C ' C ~ . ~ S ; L ~ ~ ,  in 1968, for Government to con~c  to the assistance of an 
allegedly ailing industry, thc C'ommittce arc ~ ~ n a b l c  to appreciate the 
lationale for the s~~nultaneous witlldrawA ul cc)ntrols on fine and superfine 
vitrietics of cloth and the rcduct~on in the ubiignrion of thc nlills for the 
pwduciion ol controlled cloth trom 40 to 25 per cent In thc C'vmmittee's 
view, Ciover-nnicnt should havc, in t'hc tirst ins~ancc. conlined the conces- 
siou to the \\ ~thcir:twtl of control on tine and supr~tinc ~,lotli so a; to enahle 
the industry to stabilise itself, and onlv a f~c r  having watchd thc impact of 
that nieasure for ii year or t \ w ,  Ciovernnlcnt shoulcl havc considered 
\vhether, i f  ;it all, the obligation of the mills :IIW nt .~dcd to be reduced. 
-The Conirn~ttcc. fecl that in a vital matter like tht reduction of the mills' 
i~blipati~tn oi productitm o f  contsollcd cloth. which \+:IS bound to affect 
~ ~ v c I . > L . I ~  111e per c;1pit;1 avi~il;~bility of cloth t o  the \ \<ak~, r  sections of 
srrcieiy. nothing would hnvc bccn I~,st ii (~;ov~'rnmcnt moved wirh wisdom 
anil ciri~unlspcction. What happcncd. Iiowcv~r. p r o d ~ ~ . \ .  on the cont rsn ,  
an inlprt.s\ion that Govcrnmcnt \ l a c  Icss anxious ah)ut  cn\uring adqunte 
production :ind availability of controlled cloth for thc poor, than about 
stcmrning thc ;tllcgcd erosion ol the indusrry's profitability. 

(SI. Nos. 1 to 3 (paragraph\ 1.131 to 1.134) of Appendix IX to 223rd 
Report of the Publ~c . A ~ ~ c o u n t ~  Conimittec (1975-76) 

(F~f th  LoL S~lbha)] 

Action 'I'aken 
In tcrnls of' thc scheme for thc psuductiLm 01 coiiiritllcJ cloth as 

originally introduced in October 1963, pricc rcvisions were made every 
six nmiths upto .4pril, 1967 in order to 4et utt' the lise i n  prtdu~.tion 
wsts. 1 ' 1 1 ~  scvision in April 1967 did not huuc.\cr f u l l y  ueutrulise t'he 
inirc.;~\e in production costs. Thercaftcr. despite inc.rc;c~cs in procluction 
costs. no such periodic pricc rcvisions \\ere undcrt:ihi~n The industry's 
persislcnt representations for price increaws \\.ere not : i ~ ~ e p t c d .  Thus ,  the 
p p  bcrwc.cn the production costs and prices of contrsllrd cloth cc-ntinuc'd 
to widc~i and alfcct the health of the ioduslry. Thc industry found it 
difficult to conipcnsste itself for the lusk incurred in the pxkinp of con- 
trollc<l cloth through salc of noncontrollcd cloth bcc:lusc of strtrnp con- 
sumcr ~-csi\tancc. At the cnd of March, 1968 as many ns 38 mills were 
lying closed. If this situation had h e n  allowed to continue, therc was an 
; Ip~~rc~lL.nsi~,n that nlnrc and Inore mill5 might c lox  down. 



For the first time in May 1968, a conscious decision had to be taken 
as to the quantum of controlled cloth the industry could be called upon to 
pack at prices considerably below cost, for the consumption of vulnerable 
sections of the population consistcnt with chidhealth of the industry. Fine, 
superfinc, and n~ediuni-A categories of controlled varietics were irems of 
occasional consumption for the vulnerable sections of the population; 
these catcgorics were therefore excluded fmm thc catcgorics of controllcd 
cloth. Production of the remaining catcgorics was then found to be about 
16 percent of thc total packed production for civil consumption (totai pro- 
duction lniiius cxports and supplies for defence). In order, howcvcr, to 
cnsurc a rcclso~iable supply of cmtrolled varieties, the levc.1 of oblig~tion for 
~ ~ o d u c t i o o  of coctrolled cloth in coarse and medium-U categorie~ was 
fixed at level of 25 per cent of the total production. which was higher than 
the prevailing level. Had this Icvel been fixed at 40 per cent of the total 
cloth production packed for civil consun~ption, the production of coarse 
and lower medium catcgories in the controlled sector would alone have 
come to about 1653 m.m. on the basis of total production in the year 1967 
as against an actual total packing of 1400 rn n~ctrcs of coarse and n~ediunl- 
B categories of cloth for civil consumption. This would have been more 
than 100 per cent of the total civil packings in thcse categories. Even the 
obligation on the basis of 25 pcr cent amountcd to nearly 75 per cent of 
the civil packing of cloth in coarse and medium-B categwics. 

The ohservstion made in paragraph 1 . /  33 that "the plc;i ot losscs in- 
curred in the production of controlled cloth . . . . . . appears to be, on 
closer scrutinl.. considerably exaggerated" does not appe'ir to be borne 
by facts. With the peg& of prices of controlled cloth at a constant levcl 
since 1968-modified to a limited extent only once in 1974-the industry 
had been making losses on the production of controllcd cloth. In fact, 
at the then current level of cotton prices, it has been found that even the 
cost of cotton could not be covered by the price in  some controlled cloth 
varieties. It is on this ground that a Committee was set up under the 
Chairmausll~p of Shri S .  S .  Marathe to look into produdion costs and 
recommend whctber the present multiplier is rcaliqtic and i f  not, to suggest 
cbrrections in the same. The Marathe C'ommittcc has come to the conclusion 
that the multiplier is out of step with the prtnluclion costs. 

[Ministry of Commerce (Department of Tcxtilcs) O.M. No. 9/12/76- 
Tex-1 dated thc 8th September, 19761 

Further laformation 

The annual target for the production of controllcd cloth was fixed at 
800 million sq. metres with effect from 1st April, 1974. This overall 
target was achieved bj the industry during 1974-75. In  the following 
year ir. April. 1975 to March, 1976. actual achicvrmcnt was 681.09 



million metres. The downward trend in production persisted in the sub- 
sequent period when cotton prices rose and general health of the indus- 
try deteriorated particularly affecting the weaker mills. This necessitated 
relief to the linnncially weak mills, which was given hy w:~y of exemption 
from production of controlled cloth from January f ,  1976 on the basis 
of total erosion of the reserves by the losses. Subsequently from August, 
1976 the system of partial exemption was also introduced on the follow- 
ing basis: - 

Exlent oj' cxemptio n 

(i) whcrc accumuiated 104% is more than 75% of the total 
rae rv rs  . 75% 

( 1 1 )  whrrr arcun~ulated IOM h niorc than 500,; but la than 
75"n . ,,o <! ;, 

The net result of the above policy was that the production level for 1976- 
77 was anticipated to be around 428 million sq. metres against which 
irctual production wa\ only 363.49 million square metres. 

The controlled cloth schente was reviewed in the context of sharp 
decline in the production as a result of unprecedented rise in the prices of 
cotton. A number of decisions wcre announced in January, 1977 raising 
thc ex-mill price h!, 35 pcr ccnt hut ncutralising its effect on consumer 
by simultaneously allowing ;I matching subsidy to the National Coopera- 
tive Consumers Federation (NCCF) towards its distributive costs. Now 
the industr) is required to produce 100 million sq. mctres of controlled 
cloth every quarter-400 million sy. metres a year. Production of con- 
trolled cloth during January-March. 1977 quartcr was about 96 million 
sq. metres. Production during April-June 1977 quarter is about 82 
million sq. metrcs. I t  may bc mcntioncd that the cntirc scheme of produc- 
tion of controlled cloth is under review t o  augment thc production. 

[Mini\tr! of Comrncrce ( Ikpartmcnt of Tc\;tilcs ) 0 M NO. 9 /  l2/76- 
Tex I/CTI dated the 17th Sptember. 19771. 

Recommendation 

When in Miry, 1968. thc obligation of the mill\ to produce controlled 
cloth was reduced to 2 5  per ccnt of the totill production, a provision was 
also madc that in thc event of any shortf;~ll in the prcduction of controlled 
cloth, a mill would pily cnnipcnwtion to Government at the rate of 6 
piiise per squarc metre of controlled cloth not produced under the ab l ip -  
tion. 'The ri~tionale for fixing what. prima facie. appeared to tve a ridi- 
culously low ratc of compcns;itinn was stated to hc that this amount was 
considered to hc higher th;~n the losses faced hy the mills in the prcwluc- 
tion of controlled cloth. Subsequently. however, when on account of the 



increase in cotton prices and consequential increase in production costs, 
the Iosscs on the pluductiun ui  conirolled cloth turned out to be morc 
~ h a n  iht. petty penalty of 6 paise per squarc nietrc, most of the mills 
preferred paying thc compcnsa~ion rather than producing controlled cloth 
at a higher loss and the :tctual packing of controllcd cloth declined sharply 
Iron1 201 nliilion squarc metres (Nuven~ bcr. 196S--Ja1luary, l969), to 
only 9. l-i million squarc Incties ( Fehruary 1!)7 I - .  . . ' \ i~~ . i l  I97 1 ) .  The 
Cornniittee amazed that cvcn though ihc production of controlled cloth 
had so d~~as i i ca l l~  and sharp!! dc*c.linid and had almost cx)nic to a grind- 
ing halt bj. April. 1 Y 7 1, (icwcrnrnc.111 \\ ah n o  morc than a lrclpless specta- 
tor and took no s t e p  \th:ii.;ocver to raisc at Ica\t the r:r:i. oi c u n ~ j v x s ~ ~ t i ~ m  
to an ailcyuatc level o r  o : i ~ ~ r ~ \ i h ~ .  pc~iu:tdc or compel the mills to honour 
their oblipativn to serve rhc nccds of our o\vn p t p i c .  'I'hc ('ornmittee 
are convinced ihst il' Ciiwr,rnmc~it ilricl incrc;r\cd the satc of cwnipcnsation. 
the mills would h a w  l'oun~i i t  ditlicult to c\.acjr tlrcir. obligi~tion. as can be 
seen from the pcrforniance of the mills from :\p~.il, 1974. when the 
rate of compensation \V:IS incwascd to Rs. 2 . 5 0  ~ L . I .  s q u : ~ ~ ~  mctrc. This 
appears r o  ha\ i. h:~d sonic \;ilutar! ct1cc.t. for thr: jwoduction b y  the mills 
was & 10 million \qu;Irc. nlctrcSs o! i c>~ i~ r~ l l i . ( l  ~ lo l t i  ; I \  ; tpin\t thc obligation 
of XOO million squ:tre rnc'tr.c\. The C'o~irniitt~~c ~1i'plor.c (;ovcrnnicnt's un- 
accountable p:~ssivit!. i n  thc nnttcr. c>pc~.i:rll! \\ l~cn i t  w '1s not unhnown 
that the mills \rrre finding i t  c;isicr to pa! tllc ~xiltr! iompcns;ilion of h 
paise rather th:in produce controlled cioth for the ~ l i ; i \ \ i \ .  S i n e  this inac- 
tion on Government's part lcd to scriouh shortfall, i n  the prcduction 01' 
controlled cioth :ind conscqucrit di\trc\\ for th~b PL-oplc,. thc  C'ornmittce 
urge that the mattcr bc clov..l!, loohcd into ;ind sc\pori\ihilit! for thc lapse 
be squarely fixed and appropriate ;ic.tion 1;tkcn. 

[Sl. No. 4 (paragraph 1.135) of .4ppcnd1x 1X i t )  '_73rJ I<tl)ort of 
111: P u b i i ~  Accounts C'ommlttce (1975-76) (Fifth I.oA Sdbha ) j  

Action Taken 

A rate of compcnwtion fur nun-production ot c~c)ntr.ollcd cloth at 6 
paise per square n~etrc as f i x d  in M:I!. 106K ivas ionsidcrcd at thc time 
to hc :In ndr.qu;~tc p~na l ty .  This i n  fact. provcd to w, tiw pioduc:il~n 
lcvcl aftcr 2nd May .  I968 rcrnaincd satisfactor! for some tirnc thcre:rftc.r. 
A decline in thc production of controlled cloth sct in from A u p u s t 4 c t o -  
bcr, 1969 and the rcduction aftcr February, 1970 kcan l c  r;ither stccp. 
The proposal fur incrc;~sing the ratc of compcnsrtion was considered along 
with other steps to sc;urc adequate production of controllcd cloth. How- 
ever, consideration of this aspect w:ts disturbcd by ttrc fi~ct that in March, 
1970 a textile mill had filed a writ petition in the High Court challeng- 
ing the provisions of thc Cotton Tcxtilc Contrctl Ortlcr including the pro- 
vision for co!lection o f  co~npcnsation nloncy and pay!nrnt oi inccntivcs. 



Slnce at the time of fraln~ng the arrangements for collection of compensa- 
tlon money and payment of incent~vcs, thc Law Minlstry had polnted out 
the legal weakness oi such an arrangement and the Commerce Minlstry 
had placed rcl~ancc on the understand~ng given by the ~nciustry for a 
smooth operation oi thew arrangexnents, Government wcre not in a posi- 
twn to put up defuncc In this case. 

Another rclcvant factor is that since May, 1968, production cost had 
substantially incscascd on account (IS risc in cotton priccs and risc in wages. 
The 7'cstilc C'ommI~~ioncr hiid cstimalcd somctimc in Janui~ry, 1971 that 
the multiplier price5 wcrc out of step w~ th  production costs to the cxtcnt 
of about 39 per ccnt. tiowcvcr. pricc incl-cases ucrc not permitted. In 
this siruatioi~. ;I review of the scheme was undertaken and  it was decided 
[hi l t  the qucstic~n o f  incrcasc in prices should bc rcfcrred to the Bureau 
of 1ndustri;ll Costs and Prices. 

I n  the clrcuni\rcincc\ \ t t  O L I I  , ~ h i \ c  it u , ~ .  not found fcasible to in- 
crcaw thc rJtc of compcnsntion ~n rc\pcct of thc non-production of con- 
trolled cloth 



CHAPTER V 

R~ECOMIIIESNDATIONS/OBSERVATlONS IN RESPI'C T OF \.YHI('H 
GOVERNMENT HAVE FlJRNlSHED INTERIM REPLIES 

NIL. 

NEW DELHI; 
December 20, 1977. 

Agrahayana 29,  1899 (S). 

C. M. STLPHEN, 
C'huirrnutl, 

I 'uhh A(coio~r.\ C'ornrttirree. 



AP PENDIX 

CONC'I.USIONS/RECOMh1ENDATIONS 

hlinistry 1)qurtrncnt 
concerned 

3 

.\lini\rry of (  omm me^ ce 
(Department of l'cxtilcs) 

Conclusions Kecommend~tions 

Having considered the reply of the Government, the Committee still 
fecl that the policy of the Government in progressively reducing the obli- 
gation of rhc cotton niills in respect of production of controlled varieties of 
cloth has not been in the interest of consumcrs, particul,trly the cconomi- ,, 
cally vulncrablc wclions of wciety for whose benefit the scheme was ini- 
tiated. The policy hnc recultcd in consistent fall of production of this 
vdriety of cloth from 1764 niillion metres in 1965 to a mere 363.49 mil- 
lion squarc nictrc5 in 1976-77. The Committee have been informed in 
Scpten~hcr. 1977 by the Minktry of Commerce that "the entire scheme 
o f  production of controlled cloth is under review to augment the produc- 
tion". The Committee recomnicnd that Government should take urgent 
steps to m;tint:tin. if not incre;w, the production of controlled varieties of 
cloth at the targcted level fixcd with cffcct from 1st April. 1974, so as to 
c;rtcr for the common m w c s  of the people who are unable to buy their 
basic rcquirenients of cloth at high pricec prevailing in the market for 
the rnediunl rrnd fine wrictics o f  cloth produced by the mills. 



' 1  tic ('ornrnjttcc notu that in tlic c a w  of defaulting mills which were 
suI~.;ei~i~cntly taken ovcr h!! thc I\j;~tion;~I 'I'extile Corporation, the feasi- 
hilit\ of tahing action ;~p~ in . ; t  the previous management  is still under con- r 
<i&-r;rtion. 1 . h ~  ('ommittcc woold I ~ k c  ( iwcrnment  to take an early con- 
clu\i \c ;tzticv ng:tinct thc niarl;icern~.nt\ elf thc clcfaulting mills. 

1 . l ~  ('omnlittee :ire surpriwd that ; ~ l t t ~ c ~ ~ g h  the scheme for production 
of ~~on t ro l l~ . r l  cloth h;rs hccn in  operation for well-nigh 13 years and des- 
pitc the fai.1 thxt ttik Comniirtce hod in their oriyinnl Report emphasiscd 
t l l i  ncctl for urgent and adequate .;tepc to disscminatc information about 
thi5 schcmc ;ind thc orrtlct.; for it5 dicbr.ihution, the Ministry of Com- 
mcrcc had, in  September, 1976, no!hing to report to the Committee by 
W ; I \  of wncrctc  action tnkcn in thc nintter. The Committee note the 
rcply of the Government furnished ill ScpternIxr. 1976 that "careful 



thought is needed to be given as to how best to direct publicity towards 
these vulnerable sections'' and that "necessary action is being taken in 
that direction in consultation with the D.A.V.P." They also note a further 
reply of the Government furnished in September, 1976 that ''careful 
of publicity (which was a couple of Press Notes and the production of 
".I combined brochure on Ekonomic progress") is "considered enough." 
'The Conirnittee would impress upon the Ministry the need for taking 
concrltk Fteps in this direction on an urgent basis as a publicity campaign 
in regard to the availability of cloth of common cons~~mption at cheap 
rates would go a long way in guiding the vulnerable sections of the popu- 
lation to take advantage of it. 
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s;. B N m e  cif Afenr Agency Si. Name of A ~ M I  Agenc) 
No., Nu. No. -. Ne. 

Z4. ]sin Book Agency. Con- 
naughs P h y ,  New de lh i .  

1 5 .  Sar Nara~n & Sons. 1 1 4 2 ,  
Noh&. All Bazrr.Morr 
Gate. Dclhl. 

26. Atma Rum & Sors. Kash- 
mere Gate,  Dclhl-6. 

28. The Cenrca lNe~'~Apcncy .  
z j l c p ,  Connaught PJace, 
N C W  Delhi.  

)O Lakshm~ Rook Srorc, 42, 
&hn~crpul Mnrky l .  Jan- 
par h, Ncw Dclri~.  

3r Bahrrr Brofhcrs, ISR 1.m- 
purrui hlerker, De i t  I- t  

O x f o d  Scmk Jr Sratronerv 
Company. Scindta House, 
Co~naraght PIW . New 
Delht-.I. 

People's Yubl~shii g l-Ioure, 
Ran1 Jhanrri Road. New 

D i h .  
The Unirod Baok Agtncy, 

48. Amrtr Ksur Market, 
Pubor Ganj. New Delhr. 

H ~ r d  Book H o ~ s c .  8 2 .  
Jampetk ,  Ncw D c l h ~ .  

Bmkwcf l  4 .  5anr h+rnm- 
karty ( h i o r  \ R ~ c a b w s y  
Camp. D C I ~ I - 9  

AGENTS IN FOREIGN 
dOt!N' fRl tS  






