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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having beeIi'. 
authorised by the Committee to submit the Report on their behalf. 
present this Eighty-seventh Report on Action Taken by Government 
cn the recommendations contained in the Sixty-third Report of the 
Committee on Public Undertakings (Fifth Lok Sabha) on National 
'Textiles Corporation Limited. 

2. The Sixty-third Report of the Committee on Public Under-
takings was presented to Lok Sabha on the 25th April, 1975. The 
replies of Government to all the recommendations contained in the 
Report were received in batches and the last batch was received OD 
the 2nd March, 19'76. 

3. The replies of Government tQgether with the draft report were 
considered by the Committee at their sitting held on the 2nd Ap~ 
1976, and the Chairman was authorised to finalise the Report anet 
present it to Parliament. 

4. The Report has been divided into the following three Chap-
ters: 

I. Report 

m. Recommendations that have been accepted by Govern-
ment. 

III. Recommendations which the Committee do not desire to 
pursue in view of Government's replies. 

5. An analysis of the Action Taken by Government on the recom-
mendations contained in the Report of the Committee is given in 
Appendix. It would be observed therefrom that out of the total' 
number of recommendations made in the Report 76 per cent have 
been accepted by Government. The Committee do not desire to 
pursue 24 per cent of the recommendations in view of the Govern-
ment's replies. 

NEW DELHI; 
April 23, 1976 
Vaisakha 3, 1897 (8). 

NAWAL KISHORE SHARMA, 
ChaiTman. 

Committee on Public Undertakings. 

(Vii) 



" CHAPTER-I 

'~RT 
". 

This Report of the Committee deals with the action.' taken by 
Government on the recommendations contained in the Sixty-third 
Report (Fifth Lok Sabha) on National Textiles Corporation Ltd.,.. 
which was presented to the Lok Sabha on the 251:h April, 1975. 

1.2. Action Taken Notes have been received from Government 
in respect of all the 46 recommendations contained in the said Re-· 
port. 

1.3. The Action Taken Notes on the recommendations of the Com-
mittee have been categorised as follows :-

(i) Recommendations/Observations that have been accepted. 
by Government: 

Serial Nos: 6, 11 to 14, 23 to 25, 27, 30 and 42. 
43 to 46. 

(ii) Recommendations/Observations which the Committee do--
not desire to pursue in view of the Government's replies:-· 

Serial Nos: 6, 11 to 14, 23 to 25, 27, 30 and 42. 
1:4. ~ Committee will now deal with the action takesa by' 

Oovel'lUfterit on some of their recommendatiOns. 
A.'MWUlt'ES TO DETECT' SICK 'UNITS 

RecommeudatiOD SI. No.3 (:rAl'ap-aph2.19) 
1>5. T'IIe Committee "1V'ere informed' that~thlO\,gh tbestatutory pr0-

visions provided for taking over the mills, which are lying closed 
for over 3·manths, Government also considered the economic viabi-
lity, 'the depreciated value of assets· taken over, the number of 
workers employed and whether the articles manufactured subserve-
the national need and also about Government discharging responsi-
bility for management. The Planning Commission had also appoint-
ed a Committee to suggest measures 1:0 belp the Government to 
detect a unit before it became "sick" and that Committee made a 
recommendation that'the financial institutions which come to know' 
of the financial di'tftculties of such units, should inform the Govern-
ment accordingly to enable Government to do something in advance_ 
The Committee were informed that certain preventive steps were' 
under 1he consideration of Government for taking over the mills in-· 
eluding textile mills, which show signs of ineipient sickness. The· 
Committ~ recommended that the preventive measures proposed to. 
be 'tliken may be finalised and implemented' expeditiously sO as to-
obviate tbe-danger of units becoming sick and, therefore, having to. 
be closed thU8 creating a nauO'l'MlI loss. 



1.6. In reply, the Government stated-
. "The matter is receiving attention in the Mtnis~ry of Industry 

& Civil Supplies. lIt is considered necessary to set up 
a proper information system which coul~ provide reli-
able data about the performance in industrial units through 
the mechanism of obtaining production returns from such 
units, monitoring their performance through the finan-
cial institutions which are very much in the picture and 
also by securing intelligence from public Directors who 
may be on the Boards of Management of many of these 
units. A detailed strategy is being evolved for this pur-
pose and it may call for administrative and legal changes. 
Ministry of Industry and Civil Supplies have already had 
some discussions in this matter with representatives of 
the institutions concerned and are engaged in devising a 
programme of act.,n to deal with cases of incipient sick-
ness sufficiently in advance to enable whatever action is 
necessary in each case, to be taken effectively and in 
time." 

1.7. The Committee note that a detailed strategy is being evolved 
by the Ministry to deal with cases of incipient sickness well in time 
and it may call for administrative and legal changes. The Com-
mittee reiterate that the scheme of action incorporating preventive 
measures to obviate the danger of units becoming sick may be finali· 
sed expeditiously and reported to Parliament at the ~Iiest oppor-

. tunity. 
B. IMPLEMENTATION OF MODERNISATION PROGRAMME 

Recommendation SI. No.9 (Paragraph 4.12 & 4.13) 
1.8. The Committee pointed out that though the Corporation had 

issued some guidelines to the mills and the mills have been asked 
to prepare their individual modernisation plans on the basis of these 
guidelines, the Corporation had noiso far prepared a long term per-
spective programme of modernisation. The Committee desired that 
the Corporation should review the working/implementation of these 
guidelines in the interest of speedy implementation of modernisation 
programmes. 

The Committee also recommended that consistent with the dem-
and for the varieties of cloth, both in the ~ternal market and for ex-
ports the Corporation should so phase the modernisation programme 
as to ensure their completion within a period of two years so that 
~uch programmes result in improving the financial returns. . 

1.9. In reply, the Ministry stated~ . ~ 
"These recommendations were considered by the Board of 

Directors of National Tex1:i1e Corporation and the Board 



. 
~, 
': 

t 

approved. th~,,~ttiJ:1g UPc. pi 8,MI'OUP under~the Chairtnan-
ship of Shrii:J. C. Jetli,Managing Director, National.Tex-
tile Corporation, to work out a Corporate Plan for N.T.C. 
Preliminary work ,has already been taken in hand and a 
meeting of the group was also held under the Chairman-
ship of Managing Director. at is proposed to issue guide-
lines to the Subsidiaries to prepare the Corporate Plan at 
the Subsidiary/Mill level. After the Subsidiary/Mills 
have prepared their COl'lporate Plan, it will be dovetailed 
within the overall corporate plan of National Textile 
Corporation."* 

1.10. The Committee note that Board of Directors of N.T.C. ap-
proved the setting up of a group to work out modernisation plan for 
NTC. Preliminary work has been taken in hand to prepare corporate 
Plan which would be dovetailed within the overall corporate plan 
of NTC. While reiterating their earlier recommend'ation, the Com-
mittee urge that the Government should speed up the inodernisa-
tion programme so as to ensure ,that the scheme is ·complet.ed within. 
~e stipulated period· of two years. . 

C. PRODUCTION PLANNING-REDUCTIOM IN THE NUMBER OF VARIETIES 

. Recommendation SI. No. 18 (ParagTaph6.16) 

1.11. The Committee recommended that Government should see 
that' the number of varieties produced -by mills is restricted to the 
~minimum." ',', ~ ,,' , 

.1.12. In the reply, the Gov~~eni stated~ 

"Detailed proforma was sent by' the Textile Commissioner to 
all composite mills'in order that they shouldfi.le the num-
ber of varieties 'that they were prod~cing. a~ present as 
well as the number of .looms they haye, so that the ,Tex-
tile Commissioner could give them directives for r-educ-
ing the number of varieties. The mills were given time 
limi.t up to 25th August, 1975 to file the returns." 

·At the time of factual verification of the Report, th'e Natiooal Textile 
Corporation stated (on 15-4-1976) as under:-

• 
"Guidelines have been issued to the Subsidiari'es for the preparation of 

Corporate Plan and they have been asked to prepare draft plan 
by the end of April, 19'76, For the preparation of the Corporate 
plan, a long term vi'ew up to the end' of Sixth Plan will be taken 
and the whole plan wilt'be' broken down into two phases, the 
first phase of modernisation to be completed by the end of Fifth 
Plan i'e. by 1978-79 and' the secortd phase id"b'et!ontp1eted by the 
end of SiXth; PIa :. fe:' by ~ :tOOfle,":- ~", '~'<'~"" .', 

... >--~. ~, .:-~.: .. -_':.\r,_ •• ,. 'iii';': -.-~,,, ~.~:J ... -,:1 'h-.J6~1' ~~,.~1 



.,::;~ :t&'thetc~~~ ~· tie· millk ~~ete,·giv~ time upto 

.. all ~stt Ifl$.) tO' ill~'tWr-ftt.If'feR8tttirti tbe "nUiitl»er of vari:. 
.eties1.they .~ iprocttreing :a!t'~h.s~ the tiUlhbet 'of loonls they' had, 

b61ibatteJ.<. dbes' not -appear.to have -~.r fbialised as yet. < The Com..' 
-wite&.-would' like' that "a decision in . r~gard to '-redu~tion of the 
.... umber of: varieties -may be taken"" expecHtiously. 

D. PRICING OF PBODUCTS OF NTC MIllS 

'Reeomltlendatiion Sl No. 28 I (ParagraPh 7:7) . . . ~ . 
1.14. The Committee recommended that the: Government/NTC 

should lay down suitable guidelihes for fixing prices f products of 
Me mills 'after taking into account aU 'the . relev~nt factors and in:-
lrodure the Government in all the. ninis so that the mills collid 

. 'folloW; a 'uniform procedure in fixing the prICes within the ambit 
_ of 'he guidelines. • 

1.15. The Ministry stated tin, the reply-
• "The- prrees 'of NTC pr6ch:i'cts ' are ;detertni.nedby the ma'rktrt 

forces. Eighty per cent Of !fie 'teitiIe ' indu'stty is 'in the 
'l pr!tva1Ef'ba'nds. This eighty; per.'etfut of- the . Uidtistry G'SO 

is' the better part of the textile industry in contrast to sick 
mills controlled' 'by··me. ·'N'tc produci:> have to be so1d 

.H the:.market inJ kNm~ competition 'With the productk of 
·fd18e ~tterr fmi:lls. ·l·T~.1>rice' of NTC Jprbdacts is' th~ 
tore, being controlled by these market forces. :An attempt 
is·being made to organise direct retailing with a view to 
eliminate midale men and to have a 15eUer price· reaIisQ-

' tton\· and . to' . ~tttel" · malkei · intelligence so . as ( to h~ve 
a .. more fr'eaUstic .pticin8"'POlky. so. 

1.1.:' Tint Committee ' are' tiOt" · safiSfied with- ·'tlle reply given by 
:&..~ent. "hey would' liie t.., ieit:eta·te 'that suitable guidelines 
')W.l fiXiag prites hI proau~ts of ~.T.C .. Mills 'should be l~!;Ued with. 

l ' • 

. -At the 'me' 01 ·fttc1ual ",eri1k!ation. of,-the-'Report, the ' Nat.ional Textile 
Corporation stated (on 15-4-1976) a'S under:-

"After the introduction of accounting and costing manual in the mills 
• w.e.l: 1-4'-76, it< is- riot' proplSse'd to' link up tne price of 1prod1.iets of 
NTC Mills with the- cost of production. N-ecessary action ·in this 
regard- is being 'taken. Furt her beginning has already b'een made 
with the fi~ing of price of Janta, Fabrics. produced by N'i'c Mi4l& 
In- tbis case, .pr~es tare .stamped a1l for controlled cloth and does 

'not .increase-by. 20 per cent than the ex-mill price. The rang~ of 
·Janta. Fabrics is. being widened. 

The. .bqdget fo.r the turrent . year also envisages the stampin~ 
... ot maxiJnum retail price.·on e~ metre -of' c1o'tJi .produced by the 

-'. Dillie. The N.T.C. MI1iI'\.fif$low'tiie. inskdCtiOl1B &G _.-issued ~I 
:"". - , til;.. re .... rd b'V tM T~lifil( OODbisiisitsnei" • ~ -.,,' ,9" " .t. , ~ -- , 



• 
~1J~~r .. ~.-.... tile JIliIIs· .... be- atikeclto 6) __ .·:tm~ 
proc~", ,for, ..... -prices ,.ataeir'Ptoduet· wltMJt tII~ Uibk"Of 'die: 
.... deUnes. .. ~ 

~!Dmendati&D 81 .. No. 28 (Paragrapla 7 .• ). 

1.17. The Committee would like the NTC. ~otake suitable measures 
to effect economies in the different elements of. cost,s so that they l 
may be within the levels of national average and the cost of end-
product may also be economical. The Committe~ reC'Ommended;: 
that the Corporatio~ should in particular take steps to bdng <;lown 
the costs of production by linking wages to productivity an(i reduce 
cost of cotton by effecting timely purchases at economic cost through; 
the CCl. 

1.18. In reply, the Government stated inter alia as foIlows:-

"With a view to affecting bulk purchase of cotton at economic 
cost, it has been decided to centralise the purchase of 
cotton at the Subsidiary level. Further to the extent pos-
sible the cotton is being purchased from public Sector / 
Cooperative Agencies like CCI and Maharashtra State Co-
operative Marketing Federation. Terms of purchase are 
being finalised with the CCI. As a result of these mea-
sures there has already been some reduction in the mixing 
cost in some of the mills and further reduction is expect-
ed. 

WUh regard to purchase of spares and parts, the Subsidiaries 
have been advised to consider advisibility of organising 
central stores for a group of mills where several mills 
are located in the same city. 

As a result of the above measures, it is expected that NTC 
mills will be able to make purchases at economic prices. 

The recommendation of the Committee to link wages to Pro-
ductivity is being br'ollght. to the notice of the Bipartite 
C~)lnmittee -se~ up for the NTC for their c9DSidex:ation and 
gtidance." 

, l,'~""'e CommIttee. ,~e iD,fQrlUd. ~t.~, rec~~ .. 
IiIlk ... to prOductivity is ~ brought *4) the notice of Bipartite 



• 
Co~ .. ittee set up b~ NTC tor thei,r·coaideradoD aIId. guidaaee.· 
~Jie, expect that • _isio_. tw.. ncml wiD. be tHen 10011. 

Or' • • .. 

F. MAINTENANCE OF ACCOUNTS JITC. BY MILLS UNDER N.T.C; FOR TIm 
. PUIOD BD'ORJ: TAJtBN OVER 

ReeommeadatioD Sl. No. 37 (Paragraph 10.16) 

1.20. The Committee were constrained to note that at the time· of 
take-over of tile mills, in most of the cases the accounts had not 
been prepared for a number of years and even in cases the accounts . 
had been prepared, the balance sheets were not available. The 
Committee were not sure whether any action had been taken against 
such defaulting mills for this sad state of affairs. The Committee 
would like to be informed of the action taken to reconstruct these-
accounts at least now with a view to ascertaining the correct finan-
cial position of the mills so that the Corporation m!ght take suitable 
remedial action to improve the financial position. 

1.21. In reply, the Ministry stated-

"The 103 nationalised textile mills were taken over, at different 
times and in different circumstances. Before they were 
nationalised with effect from 1.4. 74, the mills were man-
aged by different bodies in some cases by Authorised 
Controllers appointed by Government of India directly, 
and in some cases by the State Textile Corporations and 
National Textile Corporation. The maintenance of accounts 
and preparation of balance-sheets during the period before 
take over devolved on the previous managements. It 
would be exceedingly difficult at this stage for the NTC 
to go into the question whether the accounts had been 
maintained properly or not, more so to reconstruct the 
accounts. Nevertheless the Department of Company 
Affairs has been addressed in the matter so that they can 
get the exact position verified from the Registrar of Com-
panies who is primarily responsible for ensuring main-
tenance of accounts by industrial units." 

1.22. The Committee note that the Department of Company Aff-
ain bas been· approached by the administrative M'mistry with re-
gard t& the maint~ce of accounts and preparation of balance-
sheets by mills for the period before their take-over, so that they 
~Uldget the exact position varified from pte ~gistrar .:f Com-i) 
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paDiflS. The.· ColllJllittee would like that the develop~Dts ill, .tIds 
regard should be reported to' Parliament. , .. 

G. LABOUR PARTICIPATION IN MANAGEMENT 

RecommendatiOll SI. No. 46· (Paragraph 12.9) 

1.23. The Committee noted that by and large there· was no active 
participation of workers in the management of the mills though 
Government agreed during evidence that they wanted the Co-opera-
tion of all the workers and that the participatitm of workers in man-
agement was a desirable thing. The Committee were informed that 
in some mills workers were associated at shop level but there was 
no association of workers at the Board level. 

The Committee also recommended that there should be a system 
of built-in incentives in the wage structure so as to increase the pro-
ductivity of workers under the NTC. The Committee empha!>ised 
the importance of investment in human beings whenever any pro-
gramme of modernisation was undertaken. • 

1.24. The Ministry stated in the reply-

CIA National Bi-partite Body for National Textile CorporatiOn 
Limited has been set up, recently. The Chairman NTC, 
Managing Director NTC and Chairman-cum-Managing 
Directors of 9 Subsidiary Corporations are the representa-
tives of the employers. The workers are represented by 
I.N.T.U.C., A.I.T.U.C., and H.M.S. Organisations. The 
main fuctions of National Bi-partite Body are to sort out 
problems relating 1;0 the Industrial relations and to ensure 
higher production, productivity, quality control and fuller 
utilisation of the capacity in units under 'the control of 
National Textile Corporation and its subsidiary corpora-
tions. 

The Joint Bi-partite Committees are being set up at the subsi-
diary level which will play a watch-dog role besides the 
fonowing functions:-

(1) To ensure higher production, productivity and quality 
OQIltrolamd fuller ,utilisation of capacity in the Units; 

'(2) Mat~er$r~lating' t() . planning arid achieving products 
targetS;,·, ' , 



8 

~" (3) 1)evelopment of 'skilis ofwdtkni_n' artd ''adMtUate' lllctii';' 
ties for training; • ''; " , ' ,'~," .', ',:.' 

(4) Awarding of' rewards fdt valuable and creative sugges-
tions received jrODl workf:}rsi.., 

(5) Optimum use of raw materials and quality of finished 
'produc~; 

(6) General I:Iealth, Welfa,re and safety measures; and' 

(7) EnSUring that the working of the mills in allns aspects is 
on satisfactory lines. 

After gaining experience of the working of the National Bi-
partite Body and Joint Bi-'partite Committees, proposal to 
set-up shop floor level Bi-partite Committees will be consi-
dered. 

One representative of workers on each of the Board of National 
Textile Corporation (South Maharashtra) Ltd., National 
Textile Corporation (North Maharashtra) Ltd. is already 
functioning . 

.As regards the introduction of the system of built-in incentive 
on the wage structure, the matter is still under exami'na-
tion." 

1.25. The Committee note that the N:ational Bi-partite Body for 
N.T.C. has been set up and joint Bi-partite Committees at the sub-
-sidiary level are being set up to play the watch-dog role about the 
participation of workers in the manageme'nt of the mills. The Com-
mittee are also informed that after gaining experience of working of 
these bodies, the proposal to set up shop floor level Hi-partite Com-
mittees would be considered. The Committee would like to reiter .. 
:ate that Corporation should set an example as a model employer by 
-ereating a feeling of belonging amongst workers of NTC mills and 
Tepresentatives of workers should be giveD representation in man-
,-agement at all levels. 

1.2G; The Committee also note that the system of Intilt-in-incen-
,five 011 the wage structure, is still ~er eouid~ The Com· 
"mittee would like that a decision in this regard mq: ~. taka. quickly 
.. the interest of increased productivity. ' 



CHAPTER n 
RECOMMENDATIONS WHICH HAVE BEEN ACCEPTED BY 

GOVERNMENT 

Recommendation Serial No.1 (Paragrapb 2.6) 

The Committee nO'te that the National Textile Corporation was 
originally set up with the main objective of managing the affairs of 
sick textile undertakings taken over by the Government, rehabili-
tate, modernise and expand them and also to set up new mills, sub-
ject to availability of resources. The Committee were informed that 
the Nati'onal Textile Corporation had been, by and large, fulfilling 
the objectives for which it was set up, except that it has not yet set 
up any export-oriented mills because of its pre-occupation with 
the work of rehabilitation and modernisation of the mills taken over 
by Government and since nationalised. The representatives of the 
NTC and the Government brought to the notice of the Committee 
various constraints like labour liabilities financial constraints and , 
also difficulty in availability of textile machinery un~r which the 
Corporation had been working. The Committee have dealt with 
these constraints in the su~eeding chapters under relevant heads. 

Reply of Government 

Attention is invited to the reply of the Government in respect of 
paragraph 10.18 of Recommendation No. 39, which explains the 
position in regard to action being taken about rationalisation of 
labour. Action being taken to overcome financial difficulties is ex-
plained in the reply of the Government in respect of paragraph 6.51 
of Recommendation No. 25. Reply of Government in respect of 
paragraph 4.32 of the Recommendation No. 11 explains the position 
in regard to the avallability of textile machinery. 

[Ministry of Commerce U.O. No. 54012/2 (vi) /75-NTC dated 
27-2-76] 

Recommendation Serial No.1, (Paragraph 2.7) 

The Committee note that consequent on the enactment of the 
Sick Textile Undertakings (Nationalisation) Act, 1974, the preamble 

9 
1(}9 LS-2. 
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of the Act enjoins upon the National Textile Corporation to re-
organise and rehabilitate sick textile undertakings acquired by Gov-
ernment and transferred to it for management so as to subserve 
the interests of the general public by the augmentation of the pro-
duction and distribution at fair prices, of different varieties of cloth 
and yarn and for matters connected therewith or incidental thereto. 
The Committee have given their recommendations in regard to the 
achievements of these objectives in the relevant chapters of the 
report. 

Reply of Government 

Reply of Government in respect of paragraph 6.46 of Recom-
mendation No. 23 and paragraphs 6.47 and 6.48 of Recommenda-
tion No. 24 explains the measures which are being taken to step' 
up the production. 

Reply of Government in respect of paragraph 2.10 of Recom-
mendation No.2 explains the action which is being taken to make-
available cloth to consumers at fair prices. 

[Ministry of Commerce U.O. No. 54012/2 (vi) 175-NTC, 
dated 27-2-76} 

Recommendation Sl. No.1, (Paragraphs 2.8 and 2.9) 

The Committee were informed that though the objectives of the 
NTC stand modified, to some extent, in the light of the Preamble 
to the Sick Textile Undertakings (Nationalisation) Act 1974, the 
aims and objectives described in the Memorandum and Articles of 
Association of the NTC, as originally framed, being wide enough, 
there is no necessity to make any modification in the Memorandum 
of Association of the Corporation as such. However, it was stated 
that the Corporation is examining the changes which may be neces-
sary in the Articles of Association in regard to the delegation of 
powers and the Corporation will be approaching Government in 
this regard. 

The Committee would like that the Corporation/Government 
should complete this work early so that the Corporation is clear 
labout its objectives and power under the new set up and is not 
handicapped in any way in the discharge of its responsibilities. 
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Reply of Govel'DJDeDt 

The Corporation has examined the delegation of powers and 
various Articles of Associations. It is felt that these are adequate 
at present for discbarging responsibilities imposed on the Corpora-
tion by the nationalisation of these units. In view of this no changes 
are contemplated for the present. 

[Ministry of Commerce U.O. No. 54012/2(vi)175-NTC, 
dated the 7th January, 1976] 

Recommendation SI. No.2, (Paragraph 2.10) 

The Corrimittee need hardly stress th'at as enjoined in that 
preamble to the Nationalisation Act, the Corporation should ensure 
that cloth is made available to the consumer at fair price. 

Reply of Government 

Keeping in view the need to make available cloth 'at fair prices 
to the consumers, the N.T.C. is organising depots and retail outlets 
in different parts of the country. Besides the 240 retail outlets at 
present operated by various NTC mills, NTC have so far opened 
multimill retail outlets in big cities and towns where cloth of all 
the nationalised mills is available under one roof. It is proposed to 
open 500 such retail outlets in the country by the end of 1976-77. 

In addition NTC have tried to link up Civil Supplies Corpora-
tions of the State Governments and outlets in co-operative sectors 
with .their depots. The net work of these organisations is also being 
utilised to reach N.T.C. products to' the consumer at fair prices. 

[Ministry of Commerce U.O. No. 54012/2(vi)175-NTC, 
dated 130-1-19761 

Recommendation Serial No.2, (Paragrapb 2.11) 

The Committee would like to emphasise that the nationalisation 
of 103 textile mills has been one of the major steps towards the 
realisation of social purposes underlying the objectives and the 
Directive Principles of State Policy enshrined in the Constitution. 
They would like the NTC to bear in mind its social responsibility 
and so work as to achieve the social purposiveness of our Consti-
tution. 
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Beply of Gove~llt 

NTC is consctous of its social responsibility, and is·· trying in 
its modest way to achieve the social purposiveness of our Consti-
tution. 

[Ministry of Commerce U.O. No. 54012/2 (vi)175-NTC, 
dated 9-1-1976]. 

Recommendation ~rial No.3, (Paragraphs 2.18 and 2.19) 

The Committee note that the take-over of the management of 
a mill is 'authorised under Sections 18A, 18AA and 18F A of the 
Industries (D~velopment and Regulation) Act, 1951. While Sec-
tions 18A and 18FA require an investigation to precede the take 
over, Section 18AA provides that a mill, which has been lying 
closed for three months or more, can be taken over without an 
investigation, provided certain other conditions laid down in the 
Act are also fulfilled. The requirement that a mill must close down 
and remain clQSed for at least three months may, in addition to 
loss of production and loss of revenue to the State, give rise to 
handicaps in the matter of subsequent working of the mill, cause 
unemployment and give a jolt to the economy of the unit. The 
Committee note that taking this into consideration, the High 
Powered Committee on NTC, in their Report, had suggested that 
a company intending to close down its operations be required to 
give a notice of 60 days and that the Government may be authori-
sed to take over the management during the notice period itself. 

The Committee are informed that though the statutory provisions 
provide for taking over the mills, which are lying clOsed for over 
3 months, Government also considered the economic viability, the 
depreciated value of assets taken over, the number of workers em-
ployed and whether the articles manufactured subserve the national 
need and also about Government discharging responsibilitY. for 
management. The Planning Commission had also appointed a 
Committee to suggest me'a,sures to help the Government to detect a 
unit before it became "sick" and that Committee made a recommen-
dation that the financial institutions which come to know of the 
financial difficulties of such units, should inform the Government 
accordingly to enable Government to do something in advance. 
The Committee are also informed that certain preventive steps are 
under the consideration of Government in regard to such units, 
including textile mills, which show signs of incipient sickness. The 
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Committee recommend that the preventive measures proposed to be 
taken may be finalised and implemented expeditiously so as to 
obviate the ,danger of units becoming sick and, therefore, having to 
be closed thus creating a national loss. 

Reply of Government 

The matter is receiving attention in the Ministry of Industry & 
Civil Supplies. It is considered necessary to set up a proper infor-
mation system which could provide reliable data about the per-
formance of industrial units through the mechanism of obtainin~ 
production returns from such units, monitoring their performance 
through the fidancial institutions which are very much in the 
picture and also by se'curing "intelligence" from public Directors 
who may be on the Boards of Management of many of these units. 
A detailed strategy is being evolved for this purpose and it may 
call for administrative and legal ,changes. Ministry of Industry and 
Civil Supplies have already had some discussions in this matter 
with representatives of the institutions concerned and are engaged 
in devising a programme of action to deal with cases of incipient 
sickness sufficient in advance to enable whatever action is necessary 
in each case, to be taken effec,tively and in time. 

[Ministry of Commerce U.O. No. 54012/2 (vi)/75-NTC, 
dated 2-2-1976 and 27-2-1976]. 

Comments 'of Committee 

Please see paragraphs 1.5 to 1.7 of Chapter I of the Report. 

Recommendation Serial No.4, (Paragraph 3.21) 

The Committee note that the Board of Directors of the National 
Textile Corporation comprises a Part-time Chairman, Managing 
Director, a Directo,r (Technical), a Director (Finance) and three 
Part-time Directors. The Committee also note that apart from the 
part-time Chairman, who has a background of long experience in 
the textile industry, there is only one Technical Director in the 
Board of Directors, Managing Director, and three part-time Direc-
tors are from the services. The Committee feel that with the 
nationalisation of 103 mills of various sizes, spread more or less 
throughout the country, the Corporation should examine the possi-
bility of associating more full-time functional tEkhnical directors 
with the Board so that various aspects of the work~g of the Cor-
poration are looked after adequately by the Board. The functional 

• Directors of NTC should also maintain links with their counterparts 
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in the operating subsidiary corporations through the Clia,irman/ 
Managing Director of the subsidiary corporation. The Committee 
need hardly stress that the Management will be judged by their 
ability to make the units viable and generate resources for future 
development prograpunes and also to make available cloth at chea-
per rates. The Committee also expect the Management to ensure 
that the Mills taken over by them do not become sick again. 

Reply of Government 

There are at present three posts of wh()le time functional 
Directors besides the Managing Director sanctioned for N.T.C. Out 
of these, two functional-Technical Directors are in position and 
steps are being taken to fill the third vacant post. 

The functional Directors of N.T.C. maintain links with their 
counte>rparts in the operating subsidiary Corporations. Functional 
Directors of N.T.C. take active part in the quarterly conferences of 
Chairman and Managing Directors of ~he subsidiary Corporations. 
The functional Directors also organise conferences of functional 
Directors of subsidiary Corporations in their respective fields to 
discuss common technical or financial problems. Besides this. "e 
functional Directors also visit mills and subsidiary Corporations to 
deal with specific problems and their implementation is periodically 
being reviewed. 

Every effort is being made to make the units economically 
viable. Modernisation programmes Have been drawn up for various 
mills and these are being implemented. The objective is to see that 
viable working of the units is achieved in as short a period as 
possible and that no unit ~hat has been taken over becomes 'Sick'. 

[Ministry of Commerce U.O. No. 54012/2(vi)175-NTC, 
dated 9-1-1976]. 

Recommendation Serial No. 5 (Paragraph 3.22) 

Th~ Committee note that at the time setting up of the National 
Textile Corporation in April, 1968, there were 16 mills taken over 
by the Government. By October, 1972, the number of mills taken 
over by the Government had increased to 103. Out of the 193 mills, 
a4 mills were under the direct management of the Corporation, in 
its capacity * the Authorised Controller/Custodian. 63 Mills were 
under the management of the six State Textile Corporations set up 
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in the States of Gujarat, Kerala, Madhya Pradesh, Maharashtra, 
Tamil Nadu and Uttar Pradesh or other Authorised Controllers. 
Physical possession of six mills had not been taken over at that 
time due to Court cases. In order to have a close and direct control 
and supervision over these mills in general and the NTC controlled 
mills in particular, the NTC set up four Regional Offices at Calcutta, 
Bombay, Bangalore and Chandigarh to look after the work in 
Eastern, Western, Southern and Northern zones of the country res-
pectively. Later on the Chandigarh Regional Office was shifted to 
headquarters of the Corporation at Delhi and continued to function 
as Northern Regional Cell. 

Reply of Government 
Physical possession of one more mill has since been taken over. 

Position in respect of the remaining five remains unchanged.· 
[Ministry of Commerce U.O. No. 54012/2(vi)175-NTC, 

dated 27-2-76]. 

Recommendation Serial No. 5 (Paragraph 3.23) 
The Committee note that the 103 sick mills which have now been 

nationalised have been divided into nine groups and their manage-
ment has been entrusted to nine regional subsidiary corporations of 
the NTC. NTC would now be an apex body playing a co-ordinating 
and supervis~y role and the subsidiary corporations would be the 
profit centres having considerable autonomy in their functioning. 
NTC would have 51 per cent shares in the subsidiary corporations as 
a holding company, and the State Government concerned would 
bave the option to contribute upto 49 per cent of the equity capital. 
'The Board of Directors of the subsidill'l'y corporation will consist of 
the Chairman-cum-Managing Director to be appointed by the NTC 
in consultation with the State Government concerned, and part-time 
Directors representing NTC and the State Government in propor-
tion to their cont'ribution in the equity capital of the subsidiary cor-
poration. The State Government will appoint whole-time functional 
Directors and, as such, it will be fully associated in the management 
-of the subsidiary corporation. 

Reply of Government 
Steps have been taken to constitute the Board of Directors of 

Subsidiary Corporations. Government's replies in respect of rele-

• At the time of factual verification of the Report the National Textile 
Corporation stated that the Corporation has since then taken over possession 
<>f 3 more mills. Thus possession in respect of only 2 mills is still to be 
1aken over. -.i ; .. !Iii .. _ " __ , ._ .,,_. _ 0' -. • __ ........ ~ 
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vant recommendations in paras 3.24 and 3.25 under this Serial 
No. may kindly be seen. 

[Ministry of Commerce U.O. No. 54012/2(vi)/75-NTC, dt. 27-2-76]. 

ltecommelldation Serial No.5 (Paragruph 3,24) 

The Committee find that the re-organised set up is a new experi-
ment in the field of management inasmuchas the subsidiary 
corporations will be composite bodies, with share capital up to 49 
per cent held by the State Governments and having whole time func-
tional Directors appointed by the State Governments. The Commit-
tee recommend that no time may be lost in studying the detailed 
requirements of the new structure and adequate provisions made in 
the charters of the apex body and the subsidiaries and suitable 
guidelines evolved to ensU're smooth functioning of the organisation 
as a whole. The Committee have no doubt that while appointing 
Chief Executives, the technical background of the persons will be 
kept in view so that they can provide real leadership not only in 
management but in technical fields also. 

Reply of Government 

The functions and activities of the National Textile Corporation 
and its subsidiaries are clearly spelt out and guided by their respec-
tive articles of associations. No difficulty has been experienced in 
smooth working of these bodies. The subsidiaries enjoy adequate 
autonomy and discretiOll in ca'l'rying out their respective functions. 
The NTC plays a coordinating role, apart from performing policy. 
making and supervisory functions in respect of management of the 
nationalised mills. 

As regards appointments of Chief Executives, the requirements 
of technical qualifications and experience are kept in view. The 
Board of Di'l'ectors of the NTC has constituted Selection Committees 
at the NTC level and at the level of subsidiaries, which ensure that 
only right type of people are appointed. Already at unit level, the 
majority I of the chief executives are persons with technical back-
ground and with adequate experience in the field of managing tex-
tile mills. 

[Ministry of Commerce U.O. No. 54012/2 (vi) /75-NTC, dated 
9-1-76]. 

Recommendation Serial No.7 (Paragraph 3.30) 

The Committee note that in the context of nationalisation of 103 
textile mills it has been considered desrrable by NTC to streamline 
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the Management Information System at the mill level, subsidiary-
level and the apex level and a study to this effect had been entrusted' 
to the National Productivity Council in January, 1974. The Com-
mittee were informed that the NTC has submitted the draft report 
which is under study by the Corporation. The Committee fail to 
understand as to why such a system, which is of crucial importance 
in the management function, has not been inkoduced so far. The 
Committee recommend that the study of the report should be con-
cluded expeditiously and a Management Information System, suit-
able for the new set up, should be introduced early. 

Reply of Government 

The Final Report of the National Productivity Council about the 
introduction of the Management Information System in the National 
Textile Corporation has been received and the same has been exa-
mined. A copy of the report of the Council has already been fo'l:"-
warded to the subsidiaries. 

Keeping in view the requirements of the apex body and subsi-
diary corporations, the Techno-Economic Wing of the NatioJ;laJ 
Textile Corporation has designed a comprehensive proforma for 
getting the monthly review of the mills. Based on the infO'1'mation 
thus obtained critical reviews are being carried out to assess the 
performan~e of the various units and feed back the results of such 
review 1;0 the subsidiaries to enable them to take corrective action' 
wherever necessary. 

[Ministry of Commerce U.O. No. 54012/2(vi) /75-NTC, dated 
30-12-,75]. 

R~ommendation Serial No. 8 (Paragraphs 3.'31 and 3.32) 

The Committee find that at present the responsibility for planning 
and development of the textile industry is with the Ministry of 
Commerce while the administrative responsibility for running the 
NTC, as a public sector undertaking, is with the Ministry of Industry 
and Civil Supplies. The Committee are informed that so far as 
practical working is concerned, there is no difficulty in this aorrange-
ment as the Ministry of Commerce is in close touch with the Ministry 
of Industry and Civil Supplies and consults it 'in all important 
matters relating to textile industry. The Committee are inclined to 
agree with the recommendation of the Action Committee that NTe' 
may be more conveniently positioned under the Minisrry of 
Commerce. 
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The Committee, therefore, feel that it will make for better coordi-
nation, lesser inter-Ministerial references and quicker decisions if all 
matters relating to the textile industry (including NTC) a!'e dealt 
with under one Ministry. 

Reply of Government 

The administration responsibility of running the NTC has since 
been transferred to the Ministry of Commerce. 

'{Ministry of Commerce U.O. No. 54012/2 (vi) /75-NTC, dt. 24-12-75] 

Recommendation Serial No. 9 (Paragraph 4.10 and 4.11) 

The Committee note that a total of 103 sick mills have been taken 
over by Government. The Corporation has taken possession of 98 
-mills and possession of the remaining 5 mills has not yet been taken 
due to stay orders issued by the Courts. Modernisation programmes 
in respect of 82 mills, involving an outlay of Rs. 9.29 C!'ores, have 
been approved by the Corporation till 31st December, 1974, and 
modernisation programmes in respect of 7 mills have been formulated 
and are under examination. Keeping in view the conditions of exist-
ing machinery and future requirements, the medernisation program-
mes of the remaining mills are being worked out. 

The Committee understand that the modernisation plans have 
been conceived in two phases. The first phase of renovation and 
replacement of useless spindles, etc. is under implementation and has 
so far been completed in 8 mills and in terms of both production and 
expO'l'ts the first phase of modernisation kas paid dividends. The 
Committee are also informed that in preparing modernisation pro-
grammes, the Corporation gave weightage to the following considera-
tions before evolving a rational policy-(i) to start the existing 
machinery; (ii) balancing of machines between spinning and weaving; 
(iii) reduction of cost with a view to improve the profitability of the 
mills; (iv) need fOT improving the quality of product; and (v) the 
need to maximise exports. 

Reply of Government 

The position has been explained in the reply of the Government 
in respect of paragraphs 4.12 and 4.13 under Recommendation No.9, 
and paragraph 10.17 of Recommen~ation No. 38. 

[Ministry of Commerce U.O. No. 54012/2 (vi)/75-NTC, dt. 27-2-76] 
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Recommendation Serial Nos. 9 and 10 (Paragraphs 4.12 to 4.14) 

The Committee regret to point out that though the Corporation 
had issued some guidelines to the mills and the mills have been 
asked to prepare their individual modernisation plans on the basis of 
these guidelines, the Corporation had not so far prepared a long 
term perspective programme of modernisation. The Committee 
would like that the Corporation should review the working/imple-
mentation' of these guidelines in the interest of speedy implementa-
tion of modernisation programm.es. 

The Committee recommend that the Corporation, keeping in view 
the financial resources and the suggestions made by the High-Powered 
Committee, should determine the inter-se priorities for the renQva-
tion/modernisation of the mills and dnw up a perspective plan for 
modernisation of the mills and ensure that Investment decisions are 
related to the benefits/returns expected of them, pay-back periods 
etc. as revealed by the programme. The Committee need hardly 
stress that the plan of modernisation should be flexible so as to meet 
not only the immediate needs of cloth and yarn but also take long 
term view of the demands of sophisticated man-made synthetic fibres 
and woollens, and it shOUld be ensU'red that the machinery installed 
do not become out of date, say in the next 10 years Or so. The Com-
mittee also recommend that, consistent with the demand for the 
varieties of cloth, both in the internal market and for exports the 
Corporation should so phase the modernisation programme as to 
ensure their completion within a period of two yea'rs so that such 
programmes result in improving the financial returns. 

The Committee are informed that during the fifth five-year plan, 
the Corporation has a scheme of expansion of 41 units which are 
having less than 25,000 spindles. The CorpO!'ation has, out of those 
41 mnis, obtained 15 licences and 18 of them are pending with the 
Government. The Committee are also informed that in the spinning 
units there are about 10 units, which are having spindles of less than 
10,000. These are the first category of non-viable units. The Com-
mittee recommend that the Corporation should give priority to these 
10 units which at present have less than 10,000 spindles to 'raise them 
to the level of viable position of 25,000 spindles and only thereafter 
consider expansion of these units, the licences for which the Com-
mittee regret to note are pending with Government. The Committee 
also recommend that Government should ensure that the licences, 
which are pending with them are cleared without delay in the interest 
of speedy implementation of modernisation programmes. The Com-
mittee also suggest that in drawing up and implementing the moderni-
sation programmes, the Corporation might perhaps make use of the 
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expeJ;'ience of rehabilitation of the Textile Industry in the United 
Kingdom. 

Reply of Government 

These recommendations were considered by the Board of Directors 
of National Textile Coorporation and the Board approved the setting 
up of group under the Chairmanship of Shri J. C. Jetli, Managing 
Director, National Textile Corporation, to work out a Corporate Plan 
for NTC. Preliminary work has already been taken in hand and a 
meeting of the group was also held under the Chairmanship of 
Managing Director. It is proposed to issue guidelines to the Subsi-
diaries to prepare the Corporate Plan at the Subsidiary/Mill level. 
After the Subsidiary/Mills have prepared their Corporate Plan, it 
will be dovetailed within the overall corporate plan of National 
Textile Corporation. 

As regards licences for expansion, cotton spinning has since been 
delicensed and no licences are now required to effect expansion in 
the spinning units under the NTC. 
[Ministry of Commerce U.O. No. 54012/2 (vi) /75-NTC, dated 30-12-75J 

Comments of Committee 

Please see paragraphs 1.8 to 1.10 of Chapter II of the Report. 

Recommendation Serial No. 15 (Paragraphs 5.20 and 5.22) 

The Committee regret to note that though according to the guide-
lines given by Goveornment, the NTC was to purchase cotton from the 
Cotton Corporation of India and one o.f the objectives of CCI was to 
purchase cotton for the public sector mills, the NTC had not, till last 
year, been able to buy their full requirement of cotton from the CCI. 
The Committee also note that the estimated consumption of cotton 
by the 103 NTC mills would be of the order of 14 lakh bales per 
annum. According to NTC, the CCl's present level of operations of 
procuring only 3 lakh bales can be considered as insignificant compar-
ed to the production of 65 lakh bales in the country to _have any 
impact on the prices. Though the NTC would like to purchase the 
entire requirements from CCI, the latter is not in a position to supply 
the entire quantity of NTC mills. Further the commercial practices 
followed by CCI acted as deterrent to such an a'l"rangement, bp.{'ause 
CCI insisted on full payment not for supply at the mill gate but at 
the point where they purchased the cotton and this was not possible 
for the sick mills under the NTC management. Besides, the CCI was 
not agreeable to give many other facilities to NTC mills which the 
private suppliers were able to offer. According to NTC, if they ha~ 
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to rely more and more on eel fOl" procuring the cotton required by 
them, the cel would have to increase the scale of operations as to 
cover at least a third of total production in the country. The NTC's 
primary responsibility was to get adequate cotton at the right time 
and at the right place. 

The Committee note that the Managing Director of the NTe has 
recently been appointed as a Dii"ector on the Board of Directors of 
eCl The Committee hope that this arrangement will help in estab-
lishing a close liaison and corporation between the two public sector 
organisations at the highest level. 

Reply of Government 

Attention is requested to the replies of Government in respect ot 
paragraph 5.21 of Recommendation No. 15 and paragraph 5.23 of Re-
commendation No. 16, which explain the position. 

[Ministry of Commerce U.O. No. 54012/2(vi) /75-NTC, dt. 27-2-76]. 

Recommendation Serial Nos. 15 and 16 (Paragraph Nos. 5.21 and 5.23) 

The Committee feel that it was unfortunate that the two public 
sector undertakings could not appreciate each other's difficulties and 
arrive at mutually agreeable terms and conditions of supply of cotton. 
The Committee note that it was only in January, 1975, after the 
examination of the two Corporations by the Committee on Public 
Undertakings, that the two undertakings have reached an agreement 
on the tei"ms and conditions of purchase of cotton and the NTe has 
now placed an indent for 2 lakh bales out of the 14 lakh bales which 
it requires for all its mills and it would increase the quantity to be 
purchased from CCI gradually. The Committee hope that there 
would be better coordination between the two undertakings and the 
NTC will gradually increase its purcases of cotton through CCI and 
the CCI will also be able to fulfil its objective of supplying cotton 
to Government managed mills. 

Reply of Government 

The Committee have in their report on CCI, pointed out that the 
major constraint in the way of CCI entering the market in a big 
way was lack of adequate finance and, therefore, Govci"nment should 
assist the CCI in getting adequate finance. The Committee would 



recommend that the Government should also arrange for improved 
finances for NTC so that the NTC may be in a position to subserve its 
interests in procuring cotton at the right time and at economic cost 
from the CCI. 

Reply of Government 
It has been decided that NTC will purchase a part of its cotton 

requirements from CCI. We have approached the Department of 
Banking for the additional credit requirements of CCI for making 
these purchases. 

[Ministry of Commerce V.O. No. 54012/2 (v)/75-NTC, dt. 24-12-75]. 

Recommendation Serial No. 17 (Paragraph 5.24) 

While the Committee feel that it is not considered advisable to 
merge the two undertakings or to make one the subsidiary of the 
other, as the two have different functions to perform, they agree', as 
admitted by Secretary of the Department of Industry and Civil Sup-
plies, that the two must cooperate with each other. The Committee 
have expressed their views in paras 3.31 and 3.32 of this Repor-t on 
placing the NTC and CCI under the administrative control of one 
Ministry which deals with all other matters relating to textile indus-
tory. The Committee would like Government to consider the feasibi-
lity of this arrangement and take an early decision in the larger in-
terests of functioning of the two Corporations. 

Reply of Government 

As pointed out in reply to paragraphs 3.31 and 3.32, the NTC has 
since 2nd August, 1975 been transferred to the Ministry of Commerce, 
NTC and CCI are now both under the administrative contro) of the 
Ministry of Commerce. 

[Ministry of Commerce V.O. No. 54012/2(v) /75-NTC, dt. 24-12-75]. 

Recommendation Serial No. 18 (Para Gragraph 6.15) 

The Committee note that as against over one thousand varieties of 
cloth being produced in India, the NTC mills were producing only 45 
varieties. The Committee were infCl'1'Illed that it did not necessarily 
lead to improved efficie'ncy if the number of varieties in a mill was 
reduced beyond a certain point. The Committee also note that some 
mills in private sector were earning more profit by producing more 
fine varieties but the NTC Mills could not do so becaufie of certain 
technical constraints like the condition of the plant and equipments. 
Because of these constraints, 87 per cent of the total production of 
NTe mills consisted of medium eA' and medium'B' varieties and only 
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13 per cent consisted of higher varieties. The Committee note that 
the :r;ITC are undertaking modernisation programme with the-
objectives: first of cost reduction, second of quality improvement 
and the third of diversification of production. 

Reply of Government 

Reply of Government in respect of paragraph 10.17 of Recommen-
dation serial No. 38 explains the position. 

[Ministry of Commerce U.O. No. 54012/2(vi)/75-NTC, dt. 27-2-76]. 

Recommendation Serial No. 18 (Paragraph 6.16) 

"Th~ Committee recommended that Government should see 
restricted to minimum.". The Committee are also informed that 
Government have not gone into the working of each of the mills 
nor conducted any survey with a view to reduct the number of 
varieties of cloth to cater to the needs of the common man, although 
there seems to be a thinking about the gradual reduction of varietles 
over the whole range of textile industry over a period and certain 
guidelines have been prepared in this regard. The Committee 
recommend that Government should see that the number of varieties_ 
is restricted to the minimum. The Committee also recommend that 
the Ministry/Corporation should undertake a quick survey of ,the-
varieties popularly in demand by the public at large in the regions, 
through the sale points and the subsidiaries and determine the-
product-mix and the number and type of varieties most appropriate-
to each mill, so that the mills are in a position to produce such 
popular varieties efficiently and economically and cater better to-
the needs of the common consumer. 

Reply of Government 
As per the recommendations of the Committee on Public 

Undertakings on National Textile Corporation Ltd., detailed pro-
forma was sent by the Textile Commissioner to all composite mills 
in order that they should file the number of varieties that they were 
producing at present as well as the number ·;)f looms Ithey have, 
so that the Textile Commissioner could give them directives for 
reducing the number of varieties. The mills were given time limit 
up to 25th August 1975 to file the returns. 

[Mlinistry of Commerce U.O. No. 54012/2 (v) 175-NTC, 
dated 24-12-1975J 

Comments of Committee 
Please see paragraphs 1.11 to 1.13 of Chapter I of the Report 
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.Becomme~dation Serial Nos. 19 " 20 (Paragraphs '.a5 ..... G.B7) 

The Commi*tee note. that Government made it obligatory on the 
part of Textile Industry to produce 400 million sq. metres of con-
trolled .cloth from June, 1971 and export 16 per ·cent of their pro-
.ducts Since 1st January, 1973. With effect from 1st April, 1974, the 
.controlled cloth obligation was increased to 800 million sq. metres 
..and export continued to remain at 16 per cent. The penalty of 
.Rs. 2.50 per metre was preScribed for non-fulfilment of the obUga-
.tion to produce a minimum of 24 per cent of the output in the con-
trolled categories of cloth: The penalty rate for non-fulfilment of 
.export obligation was kept at 30 paise per sq. metre. Inter-mill 
transfer of obligation in respect of exp.J1'ts and controlled cloth 
was, however, allowed. A set-off of one metre of controlled cloth 
for every 3 metres of exports over and above the mill's obligation 
~f 16 per cent was allowed. The scheme was further revised with 
.effect from 1st October, 1974 and combined obligation of 30 per 
cent and a penalty of Rs. 2.50 per sq. metre for non...fulfilment has 
been imposed on the textile industry with reference to the con-
trolled cloth production and exports. The NTC have pointed Q,ut 

• ·that as the machinery in the sick mills was quite obsolete, it was 
hardly possible for those mills to produce good quality cloth for 
<exports and the policy had resulted in the weaker mills fulfilling 
an important social obligation of production of controlled cloth at 
a 103s and the exporting mills escaping this obligati~n and making 
profits on exports.- The Committee note that the NTC mills have 
by and large, fulfilled their obligation of controllE\d. cloth. The 
Committee understand that the Corporation has alreatiY approached 
Government to treat the mills of NTC as one unit for fulfilling 
-export and controlled cloth obligations. The Committee are in-
formed that the Textile Commissioner has no objection to this in 
-principle. The Committee would like Government to give a decision 
in this behalf quickly. The Committee are informed that the 
·Corporation suffered a loss of Rs. 1.25 per sq. metre of controlled 
doth produced till 1973-74. The Corporation produced 90 million 
metres and consequently lost more than Rs. 11 crores. The Cor-
poration estimated the loss to be Rs. 14 crores when the quantum 
was doubled in 1974. This has increased on account of the changes 
made with effect from 1st April, 1974 when the Corporation pro-
duced 27 per cent controlled cloth and 3 per cent for export. The 
loss for the yeu was expected to be Rs. 19 crores. The Committee 
are informed that the Corporation has suggested to Government 
-that the obligation of controlled cloth should be delinked from the 
.export obligation and Government may impose a cess on the super-
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tino and fine varieties of cloth which is being used by affluent sec-
tions and subsidise the mills for production of controlled cloth. 
The Corporation has also pointed out to Government that because 
-of the set-off of one metre of controlled cloth for every three metres 
of exports and the export performance adjustment of Rs. 5 FOB 
value and the inter-mill transfer of obligation, the burden on the 
Corporation on the production of controlled cloth has increased to 
the extent of shortfall in production of controlled cloth by the 
exporting mills. as it has to produce another .5 per cent controlled 
cloth even though it has fulfilled its own obligation of 30 per cent. 
In other words the Corporation has been indirectly financing the 
incentive' which is given to the exporting mills and incurring more 
losses. It has also been admitted by the Ministry that unfortunately 
for the NTC, after producing controlled cloth, what is left is not 
much for making higher profits and that is why it is hitting the 
NTC somewhart; unequally. The Committee are also informed that 
t~ penalty rate having become Rs. 2.50 per metre uniform ally for 
non-fulfilment of export/controlled cloth obligations, the NTC has 
to incur a further loss in having to pay penalty in excess of 30 
paise originally fixed even after partially meeting the loss to some 
extent by the manufacture of controlled cloth on behalf of export-
ing mills. The Committee find that the Ministry haS not taken a 
decision about delinking the two obligations. The Committee 
recommend that as the Corporation is already saddled with the 
responsibility of converting the sick mills into viable units and 
has to meet the social needs, Government should consider the 
questions of delinking the controlled cloth .obligation from exports 
and of levying different rates of penalties for failure 00 meet eon-
trol1ed cloth ~d export obligations. The Committee further 
recommend that Government should also examine the question of 
imposing a c~s on the fine and superfine varieties of cloth, as 
suggested by the Corporation, so that the weaker sections of the 
Society are not hardly hit. 

The Committee recommend that since it will be difficult for the 
NTC mins to fulfil their export obligation completely becauSe of the 
obsolete and outdated machinery and the long neglect they suffered 

. when in the private sector, Government may consider exempting 
tbe NTC mills from the export obligation till such time as they are 
modernised and are 1n a position to manufacture the expor~ varieties. 

Reply of Government 

The co~bined obligation for production of controlled cloth of 
exports was ,lliscontiIIDl!dwith effect from 1-7-1975 . 
1'09 LS--:3. • • .• "" .-.- •• or 
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2. NTC mills are now n~t under any compulsion to produce clotb 
"for export. 

3. The suggestion regarding imposing cess on fine and superfine 
varieties of cloth is being examined. 

[Ministry of COmmerce U.O. No. 54012/2 (v) 175":NTC, 
dated 24-12-1975] 

Further Reply of Government 

The suggestion regarding' imposing cess on fine and superfine 
varieties of cloth was examined by Government and it was not 
found advisable to impose such a cess. 

[Ministry of Commerce U.O. No. 54012'/2 (vi) /75-NTC 
dated 14-4-76} 

Recommendation Serial No. 20 (Paragraph 6.36) 

The Committee note that as agains.t the requirements of long 
cloth and shirting to the extent of 25 per cent of production, the 
actual percentage of production in the industry has been of the 
order of 78.7 peT cent and 12.8 per cent respectively, in the case of 
sarees and dhoties against the requirement of 20 per cent the per~ 
,centage of production has been 2.7 per cent and 6.3 per Ce'Ilt and in 
the case of drill against the requirement of 10 percent the production 
was a meagre 0.3 per cent. The Committee, are concerned to note-
that while production is predominently,;in long cloth, the require--
.ments of dhoties apd saree:; and drill have not been met. The 
Committee note t.hat the Textile Commissioner has issued orders 
,on 10th January, 1975 indicating the specifications for controlled 
dhoties, long cloth and saree.>. . Since the textile indust;y has got 
.a capacity of only 186 mil1~on sq. metr.es against the requirement 
'of 320 million sq. metres of controllEkl sarees and dhoties in a year, 
the Textile Commissioner has aho issued o.rders that 20 per cent of 
controlled cloth obligation viz. 160 million sq. metres should 
be reserved for production of sarees, and. dhoties. The Committee 
,stres.s that. Government should ensure that the orders of Textile 
Com~issioner are implemented so that sarees and dhoties for use of 
common man become available in adequatequantiti.es and deterrent 
action is taken against the defaulting mills. The Committee are 
informed that Gavernment of India are already ex;ploring the 
possibility of obtaining the balanc~ requirements from the decen-
tralised sector. The Committee would like the NTC to give a lead by 
,meeting not only in overall terms the obligation for controlled cloth 
but also producing the prescribed quantities of sarees, dhoties and 
drills etc. which are required by common people. 
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Reply of Government 

With effect from 1st January 1975 every comppsite Mills is 
required to produce a quantity of dhoty an~ saree not less than 20 
per cent of the obligation fixed. The mill-s can fulfil the obligation 
fixed for dhoties and sarees. As a consequence, the production of 
dhoties and sarees during January /March 1975 has gone up to 68.48 
million sq. metres .as against 39.74 million sq. mts. during October! 
December 1974. 

[Ministry of Commerce U.O. No. 541012/2 (v) 175-NTC, 
dated 24-12-1975] 

Recommendation Serial No. 22 (Paragraph 6.38) 

The Committee also recommended that Government should also 
give a special report to Parliament on the implementation of the 
Controlled Cloth Scheme, especially in regard to the productioil of 
sarees, dhoties and drill which are required by the common man. 

Reply of Government 

Noted for compliance. 

[Ministry oi Commerce U.O. No. 54012/2(v)175-lNTC, 
dated 24-12-1975] 

Recommendation Serial No. 26 (Paragraph 6.56) 

The Committee note that whole the ratio of output of yarn 
relatetl to the con-sumption of cotton in the industry is 0.85 to 0.86, 
in the NTC mills it is O.SI to 0.82 thus indicating that the yarn pro-
duction is less in the NTC mills as compared to the input of cotton. 
In spinning, the wastage of cotton is 17 to 19 per cent in the NTC 
mills, while the industry's average is 15 to 16 yef cent. In weaving, 
the percetltage of wastage in NTC mills is 4 per cent as against 3 
per cent in the industry. The Committee are informed that this 
imbala,nce would be rectified on the implementation of moderni-
sation programmes in the mills and the Corporation has alrelSdy 
decided to set up two teams consisting of technical and finance 
personnel which would go into the working of the mills and devise 
norms to judge the performance of the mills. The team are stated 
to have taken up studies in respect of 3 mills before nationalisation. 
The Committee recommend that the terms should finalise their 
studies without delay so that suitable norms are evolved and en-
forced for evaluating the performance of various sections of mills 
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and taking prompt corrective measures to :sustain higher efficiency 
and output. 

t 
Reply of Government 

At the headquarters of NTC, Techno-Economic teams have been 
set up and the work of evaluation of the performance of mills has 
started. Subsidiaries have also been advised to set up telchno-
econolll:ic teams and since then some of the subsidiaries have 
already set up such teams. These teams visit the mills and conduct 
a survey on the operations of the mills with the objective of making 
a proper assessment of the performance in respect of all ar~as of 
operation and suggest measures for improvement. The teams are 
already enga~ed in this task. 

[Ministry of Commerce U.O. No. 54012j2(vi) /75-NTC 
dated 30-12-1975] 

Recommendation (Serial No. 28, Paragraph 7.7) 

The Committee find from the High-Powered Committee Report 
that there was no guidelines as to how the sale rate wa'S related to 
the cost of prpduction and which of the products were profitable 
and which were not. The Committee are distressed to note that 
although the Corporation came into existence in 1968 and has taken 
over the responsibility of running 103 mills, it has not so far laid 
down any guidelines in regard to the pricing of the products of 
the mills nor fixed any parameteres to enable a comparative study 
of the prices of the products of the mills. The Committee would 
like the G.:>vernmentand NTC to evolve suitable guidelines for 
fixing prices of products of NTC mills aftel:. taking into account all 
the relevant factors and introduce them in. all the mills so that the 
mills follow a uniform procedure in fixing the prices within the 
am bi t of the guidelines. 

Reply of Government 

The prices of NTC products are determined by the market forces. 
Eighty percent of the textile industry is in the private hands. This 
eighty percent of the indu'3try also is the better ,part of the textile 
industry in contrast to sick mills controlled by NTC. NTC products 
have to be sold in the market in keen competition with the products 
of these better mills. The price of NTC products is therefore, being 
controlled by these market forces. An attempt is being mad.e to 
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organise direct retailing with a view to eliminate middle men and 
to have a better price realisation and to gather market intelligence 
so as to have a more realistic pricing policy. * 

[Ministry of Commerce U.O. No. 5401212(vi)/75/NTC. 
dated 9-1-1976] 

Comments of Committee 

Please see para~aphs 1.14 to 1.16 'Jf Chapter I of the Report. 

Recommendation (Serial No. 28, Paragraph 7.8) 

The Committee also note that in spinning as well as composite 
mills, the costs of cotton, stores and spares and wagesisalaries are 
higher by 2 to 3 per cent in NTC mills as compared to the private 
sector mills. The higher costs of cotton and stores and spares are 
stated to be due to lack of bank finance for the working capital of 
NTC and the higher cost of wageslsalaries is stated to be due to the 
utilisation of old machinery not being the same as in the private 
sector. While the Committee have already commented on the need 
to provide adequate bank finances to NTC mills in paragraph 6.50 
of this report, the Committee would like the NTC to take suitable 
measures to effect economies in the different elements of costs so 
that they may be within the levels of national average and the cost 
of end-product may also be economical. The Committee recom-
mend that the Corporation should in particular take steps to bring 
down the costs of production by link~ wages to productivity and 
reduce cost of cotton by effecting timely purchases at economic cost 
through the Cel. The Corporation should also take advantages of 
scales so that utilisation of stores and spares are within the standards. 

• At the time of factual verification of the Report. the National Textile 
Corporation stated (on 15-4-1976) as under:-

"After the introduction of accounting and costing manual in the mills 
w.e.f. 1-4-1976, it is proposed to link up the price of product.. of 
NTC Mills with the cost of production. Necessary action in this 
regard is being taken. Further b'eginning bas already been made 
with the fixing of price of Janta Fabrics produced by NTC Mill!. 
In thls case, prices are starn ped as for controlled cloth and does 
not increase by 20 per cent than the ex-mill price. The range of 
Janta Fabrics is being widen·ed. 

The budget for the curent year also envisages the stamping at 
maximum retail price on 'every metre of cloth produced by the 
milk. The N.T.C. Milb will follow the instruction. to be inued 
in this regard by the Textile Commillsioner". 
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Reply of Government 

With a view to affecting bulk purchase of cotton at economic 
cost, it has been decided to centralise the purchase of cotton at the 
Subsidiary level. Further to the extent possible the cotton is being 
purchased from Public SectorlCo:'operative Agencies like CCI, and 
Maharashtra State Co-operative Ma'l'keting Federation. Terms of 
purchase are being finalised with the CCI. Asa result of these mea-
sures there has already been some reduction in the mixing cost in 
some of the mills and further reduction is expected. 

With a view to take advantage of bulk purchase of items of stores 
and chemicals, these items have been classified under three catego-
ries viz. (a) where bulk purchase are made by the mills, (b) where 
sufficiently large quantities Of stores and chemicals are purchased 
and (c) where small quantities are being purchased. A Standing 
Committee consisting of the representatives of NTC and the Subsi-
diaries has been set up which will settle terms of transactions in-
cluding prices for the purchase of items falling under category (a) 
and would further guide the Subsidiaries in the purchase of these 
items. About 15 items for this purpose have been classified. The 
purchase of· items falling under category (b) is· being centralised at 
the subsidiary level. The remaining items of comparatively smaller 
quantities falling under category (c) will be purchased by the mills 
direct. 

With regard 11.) purchase of spares and parts, the Subsidiaries have 
been advised to consider advisability of organising central stores for 
a group of mills where several mills are located in the same city. 

' .... 
.. . As a result of the above meaSl;lres, it is expected that NTC mills 

will, be able to make purchases at economic prices. 

The recommendation of the Committee to link wages to Produc-
tivity is being brought to the notice of the 13ipartite Committee set 
up for the NTC for their consideration and guidance. 

[Min~try of Commerce U.O. No. '54012/2 (vi)/75-NTC dated 
. 9-1-1976] 
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Comments of Committee 

Please see paragraphs 1.17 to 1.19 of Chapter I of the Report. 

Recommendation (Serial No. 29, Paragrapb 8.8) 

The Committee note that till recently marketing function in the 
NTC was confined to laying down broad based policies regarding the 
.appointment of selling agents, opening of channel of distribution etc. 
,and the various mills under the NTC were following the trad'itional 
system of marketing in the country, and some of the mills had set up 
their own retail outlets. Some of the State Textile Corporations in a 
limited fashion also went in for centrali'Sed marketing,' but by and 

large, the sales were on a mill to mill basis. The Committee are 
informed that the NTC feeling the necessity for a change in the sys-
tem in the context of nationalisation, has asked the National Coun-
cil of Applied Economic Research to go into the entire system of 
marketing and reco{llmend the most appropriate marketing struc~ 
ture for the products of NTC mills' and the preliminary report of 
NCAER has since been received. The Committee find from the pre. 
liminary report that NCAER has suggested that the NTC subsidia-
ries should develop their own channels of distribution grad!lally 
over the next decade in such a way that they reach the consumer 
directly, and aim for a monopoly distribution of controlled cloth 
(as long a'S the category exist) as well as for the position of adp~ 
minent supplier of textiles to all governmental departments and un-
dertakings. The NCAER has also suggested that the subsidiaries, in 
-co-operation with NTC (1), should enter ready made garments 
market in a large way. The Committee are informed that the 
Corporation has already requested the Central Government, State 
Government and' the Defence Departments that their requirements 
may be met from the NTC mills. The Committee would like that 

'Government Departments should give preference to NTC mills in 
. the matter of their purchases of cotton textiles and yarn for a 
variety of purposes. The Committee would also like the NTC to 
-consider the report of the NCAER expeditiously and re-organise 
its marketing network on modern and scientific I.ine'S SO as to 
compete with the private sector mills in ,the matter of supply of 
doth to the common man. The Committee recommend that 
while taking a decision about NTC having their own marke'ting 
arrangements, the Corporation may consider the desirability of 
setting up a centralised marketing organisation at wholesale level 
with retail outlets through its own shops public distribution system 
or sel!ing agents. They feel that instead of the individual mills 
.opening their separate retail outlets, the NTC should est~b1ish retail 
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outlets und,r i~ own namE' where the products of all tIle NTC milTs; 
may be sold. The Committee would also like the Corporation to con-
sider marketing and selling its products under one brand name 
rather than using the brand mimes of the diffe:-ent mills, so that it 
catches the customers eye and promotes sale. The Corporation 
should al'8o ensme that selling and distribution costs are kept to> 
the minimum. 

The Committee would also like the Corporation to consider the 
feasibilty of utilising the unemployed graduates for marketing their-
products. -

The report of NCAER has been considered by the Board of Di-
rectors of NTC and its marketing network is- being reorganised. 
Establishment of a marketing subsidiary Corporation··NTC (Mar--
keting) to meet the modern marketing needS is- under considera-
tion. 

As suggested by the Committee retail outlets where products of 
all the NTC l'9ills will be available under one roof ar~ being opened 
in diffrent parts of the country. The work of wholesale has also 
been started. Central Distribution Depots have been opened at 
Delhi, Bbmbay, Madms, Poona, Colmbatore, Hyderabad and 
Calcutta.* 

Marking and selling of NTC products under one brand name has 
be-en introduced and tile mills have been advised to maDk 'NTC 
FABRICKS' on all their productS. 

NTC is ex~inmg the possibility C>f utilising the services of un-
em~loyed graduates for ~keting its products; ror this assistance 
of Sta,te Civil Supplies Corporations is being taken as these -Cor-
porations are in a better position to supervise .and assiSt sut:h shops. 
NTC products will be made available to- these shops tlit'ough the: 
Civil Supplies Corporations fl"am NTC Depots. ~ this manner 
these shops will become multi commodity sale points and will be 
economically viable. 

[Ministry of Commerce U.O. No. 54012/2 (vi) !7~-NTC dated 
, 9-1-1976J 

-- .. _------ ------
-At th~ time of factual verification of tI'Ie Report, Ure' National Textile 

Corporation stated (on (15-4.-1976) as follows:- '. 

I 
\ 

".The 'Work of wholesale bas been started: Central msb-ibution Depots 
have been opened at Delhi. Bombay, Madras, Patha, Coimbatore; . 
. Hyderabad, Calcutta, BangalOre and' Indore. These Godowns are 
feeding about 50 directly run retail showrooms of N.T.C., in addi-
tion to a growing n'etwork of multi-purpose distribution centres of 
the oil companies as well _ OlIItTeLs; o:t lUte=- corporatiDns. am! 
defence canteens". 
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:deoommendation (Serial No. 31, Paragrapb 8.19) 

The Committee further note that the Government have lifted 
the price and distribution control on yarn since last year and the 
products are now marketed through area agents openly. They were 
informed that in certain areas of Gujarat, certain buyers formed a 
syndicate and managed to buy yarn from NTC mills at low prices 
and then to sell it to handloom and weaver organisations at a pre-
mium. The NTC mills, however, seem to have suggested that it 
would be in the interest of the handlooms and wevers to combine 
themselves into a body and buy their requirement> direct from the 
mills instead of thmugh intermediaries, and the NTC were prepared 
to help them in regard to the payment te:ms. The Committee agree 
that this is a step in the right direction and recommend that the' 
corporation sould examine the feasibility of selling the yarn direct 
to the handlooms and weavers or to organised bodies of the wea-
vers to eliminate profits by middlemen and to aVOld malpractices 
in the distribution of yarn. The Committee also' recommend that 
the State Governments should be asked to gear up their distribu-
tion machinery to ensure that the yam allotments f0110w the actual 
demand pattern and distribution of yarn is mad~ to the users in 
the best public interest. 

Reply of Government 

Presently there is no control on distribution of yarn. The re-
cOIDmendati1x1. made by the Committee would be kept in view when' 
ever control on distribution of yarn is to be enforced. 

[Ministry of Commerce U.O. No. 54012j2(v)/75-NTC dated 
24-12-75J 

RecoJDalendations (Serial No. 32; Paragraph 8.30) 

The Committee. note that the distribution of controlled cloth is at 
present done through five channels viz;, mills own. retail shops or au-
thorised retail sh-.>ps in semi urban/semi rural areas, super bazars 
in cooperative sector, National Cooperative Consumers FederatiOllr 
fair price shops run" under the aegis of State GO\"emmenfs and any 
oth~ agency in the Cooperative Sector specified by the State Gov-
ernment. 

Beply of GOvenuneilt 

Reply of Government in respect of paragraph 3.3:f" of recommen-
dation No. 32 explains the positi~n. 

[Ministry of Commerce- U.O. No\ 5401'2/2 (vi) /75-NTC dat£'ct 
27-2-76] 
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Recommendation (Serial No. 32, Paragraphs 8.31 to 8.33) 

According to the instructions issued by the Government of India; 
the NTC mills, like other mills, can sell only 10 per cent production 
·.of controlled cloth through the retail outlets and the balance has to 
be sold through National Cooperative Consumers' Federation. 

The Committee are informed that there are 500 retail outlets of 
the NTC mills, which according to the instructions of the Textile 
Commissioner have to be manned only by NTC under its own staff 
and not to be given to authorised persons and all the inventories in 
the sl'lops must be held on behalf of the mill. As NTC mills are al-

lowed to sell only 10 per cent of the controlled cloth production 
through their retail outlets almost the entire over heads of distribu-
tion have to be borne by the balance production. The Committe€! 
are also inf..:>rmed that if the NTC is allowed to see all the controlled 
cloth production of its mills through its own distribution system it 
can establish its outlets in the rural areas also where they can sell 
the controlled cloth along with non-controlled cloth; otherwise the, 
Corporation has to confine itself to the urban population where there 
is greater demand for the rest of the production. NTC is of the 
view that its distribution system, which falls in tile category of 
public distribution system, should not .be equated with the market-
ing system operated by the private sector mills. Tee Corporation 
is also of the view that it sh·.:>uld be allowed to set up outlets wholly 
manned by its own staff in bigger places but in other places, it 
should be allowed to have outlets which are under its discipline 
and are manned by its staff for sale of controlled cloth. 

The Committee are informed that though one of the objectives 
laid down in the Nationalisation Act is that the cloth should be av-
ailable at cheaper prices, when the NTC mills reduced prices of their 
production to the extent of 20 to 30 per cent, and incurred the loss 
'Of about Rs. 9 crores in the E!xercise, the benefit of this reduction in 
1>rices was not passed on to the consumers by the intermediaries. 

Reply of Government 

Reply of G .. wernment· in respect of paragraph 8.35 of Recommen-
dation No. 32 explains the position. 

[Ministry of Commerce U.O. No. 54012/2 (vi) /75-NTC dated 
27-2-76] 
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Beeommendation (Serial No, 32, Paragraph 8.34) 

According to the Ministry of Industry and Civil Supplies, basi-
cally there cannot be any dispute if the NTC is in a position to dis-
tribute a greater part of its controlled cloth output and establish the 
outlets in the rural areas if it considers the .economics of the pro~ 
posal alright. The Commi,ttee also recommend that the Corpora. 
tion should in consultath)D with State Gov~rnments evolve a pro-
cedure to ensure that the benefit of contr~lled cloth sold through 
the retail outlets actually reaches the consumer. 

Reply of Government 

The State Government and their various agencies are being ap-
proached to sell N. T . C. controlled cloth through existing fair price 
net work of these agencies. This will ensure that these goods will 
reach the consumer. In this context it may be mentioned that ar-
rangements for sale of NTC products have been finalised with Pun-
jab Civil Supplies Corporation, Essential Commodity Corporation 
U. P. and Bihar Food and Civil Supply Commissioner. 

[Ministry of Commerce U.O. No. 54012/2 (vi) /75-NTC dated 
9-1-1976] 

Recommendation (S. No. 32, Para 8.35) 
The Committee are of the opinion that with the nationalisation of 

the 103 mills, the NTC should like cooperatives, super bazars and fair. 
pri.ce shops etc., come under the· public· distribution system and 
therefore, the restriction that only 10 ,per cent of controlled cloth 
should be sold throug.h mills' own retail outlets which has been im-
posed on all the textile mills (including NTC mills) should not be 
made applicable to the NTC mills. The Committee, therefore, re-
commend that Government should consider the feasibilty of allow-
ing the Corporation. to sell controlled cloth produced by N . T .C. 
mills through the Corporation's own retail outlets along with other 
non-controlled varieties of cloth, to enable the NTC to sell/distribute 
the controlled cloth in the rural areas also and thus help the actual· 
consumers in getting the cloth without difficulty. 

Reply of Government 
Under the existing policy the NTC mills as well as private mills 

are allowed to sell controlled cloth produced by them through the 
retail outlets alongwith other non-controlled varieties of cloth. They 
can open their own retail shops in any pa'l"t of the country including 
Metropolitan cities, urban as well as rural areas. In :addition to 
this, they can have their authorised retail shops in the semi-urbani 



semi rural areas with a population below 50,000. The controlled' 
and non-controlleld cloth of the mills can be sold in these shops. 
Besides in case of NTC, a general permission has been given to 
.them that the cloth produced by any mill ,under NTC can be sold 
in the shop of any other mill under NTC. Thus, NTC is free to move 
the cloth to any shop in any part of the country, irrespective of 
whether the cloth was produced by the mill to whom Ithe shop 
be10ngs provided that both the mill and the shop are Of NTC. 

As per the existing policy, allotment to mills own retail shops is 
10 per cent of the stocks reported not exceeding 25 bales per shop· 
and another 10 per cent not exceding 25 bales per shop is similarly 
allowed for allotment to various retail shops in the semi-urban i semi-
rural areas. However as against ,,20 per cent eligihility. the NTC 
mills have been able to take only 9 per cent in the past. More shops 
are being opened by the NTC towards the fulfilment of Ithis recom-
mendation. 

[tviinistry of Commerce U.O. No. 54012/2(v) /75-NTC dated 
24-12-75]' 

~ommend,ation (Serial No. 32, Paragraph 8.36) 

The Committee also recommend that in order to ensure an equi-
table distribution of controlled cloth efforts should be made to locate' 
the retail shops from the district level to the block level The Com-
mittee expect that the Corporation would no doubt examine the' 
eoonomics of opening such retail outlets before establishing outlets 
in new areas including rural areas. 

Reply 01. GovemIDellt 
El!orts have been made by the NTC to locate open retail shops 

in different districts. It has been decided to open shops in the first 
instance in the cities having population of more than 2 lakbs. How-, 
ever for distributing controlled cloth at Taluka level, NTC has been 
negotiating arrangements with various State Civil Supplies Cor-
porations so tha.t their outlets can be utilised for distribution of cloth' 
both controlled as well as non controlled. On experimental basis 
some sales have been effected through Punjab Supplies Corporation, 
Essential Commodity Corporation, U.P. and Bihar Food and Civil' 
Supplies Corporation. These efforts are continuing. 

(Ministry of Commerce U.O. No. 54012I2(vi)175-NTC •. 
dated 9-1-1976]; 
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RecWllJDendation Serial No. 32 (Paragraph 8.37) 

The CQmmittee would also like that the Corporation should 
,consider establishing in the retail outlets a separate section solely 
'for the distributi'On of controlled cloth so that the common man may 
not have any difficulty in the purchase of controlled cloth. 

Reply of Government 

Keeping in view the recommendation of the committee separate 
. sections for the sale of controlled cloth have been started in all 
retail 'Outlets organised b~ NTC (apex body). 

[Ministry of Commerce U.O. No. 54012/2(vi)/75-NTC, 
dated 9-1-1976]/ 

Recommendation Serial No. 33 (Paragraph 8.38) 

The Committee note that under the present system of allocation 
of controlled cloth, there is stated to be a timelag of 2 to 3 months 
between the controlled c.1Joth being produced in the mills of NTC 
and the payment for it reaching the mills and this difficulty has 
persisted even after it has been brought to the notice of Textile 
Commissioner and the National Cooperative Consumers' Federation. 
'The Committee would like the Government to streamline the pro-
cedure so as to ensure that the NTC mills get prompt payment for 
the controlled cloth produced by them and are thus saved from this 
:additional financial burden. 

Reply of Government 

The primary agency for the distribution 'Of contr'Olled cloth is 
'the National Consumers C'Ooperatives Federation and its affiliates. 
Before March 1975 movement of controlled cloth was slow on account 
-of some complaints about quality of cloth. However, the complaints 
ab'Out quality have been removed by revising the specifications fDr 
controlled varieties by requiring the industry to produce at least 
'20 per cent of controlled cloth 'Obligation in the shape of dhoties and 
Sarees and by introducing a system of advance approval of samples 

'Of cloth to be produced and supplied. Some cooperative federations 
-.affiliated to NCCF have also been strengthened financially. Follow-
'ing further modifications have been made in the distribution system 
:to bring about improvement:-

1. In August '75, bales pertaining to. pre-march 1975 packings, 
which were not lifted by the NCCF were permitted to be 
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sold by mills through the channels otherwise prescribed 
by the Textile Commissioner. Further, the maximum limit 
of 20 per cent applicable to sale of cloth through mill's 
own retail shops was removed. 

2. In September 1975, sale Of controlled cloth produced after 
March '75 was also liberalised in the following manner:~ 

If NCCF did not lift the allotted quota within 30 days, the 
~ontrolJed cloth was permitted to be marketed through 
channels approved by the State Governments namely 
(i) mills own retail shops (ii) mills authorised retail 

shops registered/approved by the Sta.te Government 
(iii) mills wholesalers and semi-wholesalers approved 
by the State Government and Textile Commissioner 
(iv) other public secD::>r/cooperative agencies nominated 
by State Governments. 

3. Ministry of Industry and Civil Supplies has been making 
concerted efforts to get the State Governments to open 
more retail outlets in rural and urban areas. As a result 
the retail outlets have multiplied from 15,420 in rural 
areas and 3,549 in urban areas as at the end of June '74 to 
21,654 and 6,314 respectively, as at the end of March '75. 

4. Mills have been permitted to dispose the accumulated 
stocks as on 31st October, 1975 through the channels of 
their choice. The permit allowed to NCCF for lifting the 
controlled cloth pp::>duced by mills after 1-11-75 has also 
been reduced to 15 days. Besides, all financially weak 
mills belonging to NTC and private sector have been 
exempted from the obligation to produce controlled 
cloth. 

The position is now expected to improve and in the improved-
situation payments can be expected to be made in time. 

[Ministry of Commerce U.O, No. 54012/2(vi)175-NTC, 
dated 24-12-75] 

Recommendation Serial No. 34 (Paragraph 9.18) 
The Committee note that under the export obligation scheme, in 

1973, the NTC mills exported 118 million sq. meters of cloth which 
was more than their obligation of 98 million sq. meters; in 1974 they 
could, however, export only 52.6 million sq. meters. Though the-
NTC has not yet been able to open new export oriented mills, which 
is one of its objectives, the Committee are glad to note that the first 
phase of modernisation of eight mills has started paying dividends-
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in terms of higher exports. The Committee stress that the moder-
nisation schemes should be implemented expeditiously so that the-
mills may be in a position to step up their productkm ~nd improve-
exports. The Committee understand that a study on the marketing 
system of products of Government-managed mills had been entrus-
ted to the National Council of Applied Economic Research which is. 
expected to make specific recommendations in regard to exports also. 
The Committee, however, find from the preliminary report given by 
the NCAER, that the NCEAR has suggested the creation of fully 
owned Marketing Subsidiary known as NTC (International) to be 
managed by the Director (Marketing) of the NTC and its board 
should have three directors viz. Director, E.xport sales and import 
of raw materials, if any; Director Incharge of Production of exports 
fabric and Director Incharge garment manufacture. The NCEAR 
have also suggested that during a course of next 4 to 5 years, the 
NTC (Interna.tional) should establish a couple of textile units to 
produce fabric devoted entirely to exports and should take up 
large scale garments manufactUring in collaboration with !'egional 
subsidiaries. The Committee are informed that as soon as 
the final report is received the Corporation would be taking 
a decision as to how the exports are to be organised. The Committee 
would, however, recommend that NTC should consider exporting 
their products directly on their own rather than through private' 
merchants. 

Reply of Government 

In order to achieve this objective export divisi'On of NTC has· 
been recently set up in Bombay. This division will take over direct 
exports of NTC products. 

[Ministry of Commerce U.O. No. 54012/2(vi)175-NTC. 
dated ~-1-1976J 

Recommendation Serial No. 35 (Paragraph 9.19) 

The Committee further note that the Reserve Bank had in the' 
past given instructions to the banks to provide separate export 
credit upto the packing point and each bank was to get this amount 
refinanced from the Reserve Bank. The refinancing facility has been 
stopped since October, 1974 by the Reserve Bank. The banks are 
now reluctant to give any special credit facilities because of which 
the liquidity. position of the mills and consequently the exports.; 
effurts are adversely affected. As the export efforts deserve encou-
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ragement in national interest the Committee would like the Gov-
·ernment to look into the credit needs of exporting mills of NTC and 
take steps to emure that their export efforts are not slackened be-
cause of credit curbs. 

Reply of Government 

The need for providing adequate credit to all exporters is always 
given emphasis in the seasional credit policies pronounced by the 
Reserve B.nk of India from time to time. Export credit has all 
along been accorded high priority in the matter of provision of 
bank credit and banks have been advised by the Reserve Bank of 
India 1>0 meet all legitimate export credit needs. The banks can also 
utilise ordinary cash credits freely for export purposes. Thus all 
genuine credit needs of exporting mills of National Textile Corpora-
tion are likely to be met by the banking system. 

Under the present system of refinancing, banks are granted ceI'-
tain basic borrowing limits, equal to 1 per cent 'of their demand 
and time liability and banks can borrow under such limits against 
liabilities including preshipment credits and export bills. The Re-
1lerve Bank of India does also consider sanctioning of additional 
credit limits to banks on a discretionaI'y basis taking into account 
the overall resources position of the bank, the essential demands for 

-credit and in particular, the credit extended for export sector. 

[Ministry of Commerce U.O. No. 54012/2(vi)175-NTC. 
dated 24-12-75]' 

Recommendation Serial No. 35 (Paragraph 9.20) 

The Committee al9(l note that the combined obligation scheme in 
respect of controlled cloth and exports is affecting the interests 

-of the NTC mills adversely. They have dealt with this question in 
an earlier chapter and given their recommendations in this regard. 

Reply of Government 

Reply of Government in respect Of paragraph 6.35 of Recommen-
dation No. 19 and paragraph 6.37 of Recommendation No. 21 explains 
the pO!lition. 

[Ministry of Commerce U.O. No. 5401212(vi)175-NTC, 
dated 27-2-76} 
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Becommenilation Serial No. 36 (Paragraph lO.15) 

The Committee note that the debt-equity ratio, as revealed by 
the financial results of the Corporation, was 1.32 : 1 in 1971-72, 1.34 : 1 
in 1972-73 and 1.25: 1 in 1973-74. The Committee feel that in the 
-interest of better financial management of the Corporation, it is 
desirable that the debt-equity ratio is brought to the recognised 
patternQf 1: 1. 

Beply of Government 

It has been decided thatdebt-equityl ratio in the case of NTC 
will be according to the nonn of 1 : 1. 

IMinistty of Commerce U.O. No. 5401212(vi)175-NTC, 
dated 24-12-75] 

Recemmendafion Serial No. 37 (Paragraph 10.16) 

The Committee also note that while the working results of the 
Corporation, as such, showed a profit. (after tax) of Rs. 13.94 
lakhs in 1971-72, Rs. 26.08 lakhs in 1972-73 and Rs. 32.11 lakhs in 
1973-74. The mills taken over by the Corporation incurred a loss 
of Rs. 18.75 lakhs from. the date of take-over till March, 1971 (in 
respect of 31 mills:) and the cumUlative losses rose to Rs. 26.19 
crores till the end of March r972, when the number of mills rose 
to 47. The mills have been able to turn the corner since then 
and have reduced 'the carry-over losses to Rs. 6.44 crores as on 
31st March, 1971 by earning Profits r0f B.s. 1.38 crores in 1972-73 
for 80 running mills -and Rs. 18.37 crores in 1973-74 for 96 running 
mills. The Committee are constrained to note that at the time of 
tak~ver of the mills, In most of the cases the accounts had not 
been prepared fOT a nlnllber of years and even in ,cases the ac,:, 
-'Count had beenpr-epared, the balance sheets were. not available. 
'The Committee are not wre whether any action has been taken 
-against such defaulting lIl'llls for this sad state of affairs. The 
-Committee would like to be informed of the action taken to re-
~IlBtruct these accoonts at least now with a view to ascertaining 
the correct financial position of the mills sO that the Corporation 
may take suitable remedilI! action to improve the financial posi-
tion 

Reply of Gcwermnent 

The 103 nationalised textile mills were. taken over, at different 
thneS and in ~1ferent circumstances. Before they were nationa-
109 LS-4. 



Used with effect from 1-4-74, the mills were managed by di1feren~ 
bodies in some cases by Authorised' Controllers appointed by-
Government of ulCna directly, and: in some cases by the State-
Textile Corporations and National Textile Corporation. The. 
maintenance of accounts ~d preparation of balance-sheets dur--
ing the period before take over devolved on the previous manage-
ments. It would be exceedingly cUfficult at this stage for the: 
NTC to go into the question whether I accounts had been maint-
ained properly or not, more so to reconstruct the accounts. Never-
theless, the Department of Compan:y Affaiirs has been addressed 
in the matter so that they can get the exact position verified from 
the Registrar of Companies who is primarily responsible for en-
suring maintlenance of accounts by industrial units. 

[Ministry of Commerce 11'.0; No. MOI2j2'(viJ!75-NTC dated-
9-1-1976] 

Comments of' Committee 
Please see paragraphs 1.20 to 1.22.. of Chapter I of the Report. 

Recommendation Serial No. 38 (Paragraph 10.17)' 

The Committee find that out of the total cumuJative losses of 
Rs. 26.19 crores upto 31st March,. 1972 incurred by the Mills Rs._ 
18.72 crores were the losses incurred by only 4 nrills; namely" 
Indian United Mills, Bombay, Digvijay Spinning & Weaving Mills,.. 
Muir Mills and Sri Bharathi Mills, Pondicherry. The Committee 
were informed that higher labour cost, low productivi.ty,. lack of 
modernisation were responsible for the losses, and as a result of' 
implementation of first phase of modem:iSation programme, in-
stallation of additional automatic looms, providing balancing· 
machinery and also erection of diesel power generation sets etc. 
now initiated by :the NTC to moderniSe these mills and improve< 
productivity, these mills appears to· be turning the corner. The 
Committee need hardly point out that this underlines the need for' 
taking up the modernisation programmes on a priority basis. The' 
Committee therefore desir~ that there should be a time-bound 
programm~ for reno~ation/modernisation of the mills and special 
attention should continue to be paid to these four mills which 
have caused such heavy losses to the Corporation in the past and 
that there should be no let-up in efforts already initiated to turn'. 
these losing concerns into profitable units as early as possible. 

Reply of Government 

The notionalised textile sector is having an installed capacity 
of 2.9 million spindles and 45,725 looms and employs over l.S 
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lakhs workers. A major portion of the plant and machinery is more 
than 4 to.5 decades old and is in need of immediate replacement. 
Even before it came under the Government management, not only, 
there was negligible amount of replacement done in these units but 
also large size cannibalisation had been resorted, to keep a por-
tion of the plant and machinery running by replacing the parts 
from the other machines. Thus at the time of take over in most 
of the mills, on average, only 50 to 60 per cent of the Installed 
capacity was in working order. The management of these mills 
had been taken lover by Governmeont to various points of time 
either under the I (D & R) Act or under the Sick Textile Under-
takings (Taking Over of Management) Act. Until as late as l!rn, 
one was not sure whether these !units will be handed over back 
to the previoUs owner or will continue to be run as Government 
managed mills and hence though the mills had been taken over 
for management since 1959, no cognisible amount was spent on 
modernisation till 1972 by the Government. In fact, this had 
resulted in more obsolescence of the machines that were already 
old. 

The condition of plant and machinery in the nationalised units 
require following steps to be taken to improve both the utilisa-
tion percentage of the installed capacity as well as improvement 
in production:-

(a) certain immediate balancing equipment to be provided 
to increase tile percentage of capacity utilisation. 

(b) to effect certain immediate renovation in the plant an:1 
machinery. 

(c) to effect certain replacement of machines. 
(d) to add certain processing equipment to increase. the 

capacity in processing thus intnxlucing ·certain diversi-
fication. 

(e) In certain small sized economically unviable unit'3, for-
mulate schemes for expansion to bring them to a viable 
size. 

In order to accomplish the first three objectiv~, N.T.C. has for-
mulated modernisai'ion schemes which is expected to involve an 
expenditure of Rs. 80 crores. In addition. to this, there are 42 
units which are having less than 25,000 spindles. 

lIn order to bring these units upto the level of 25,000 spindles 
about 4 lakh spindles have to be added to these units. This would 
iIwolve an e~nditure of approx. Rs. 60 crores. It would also be 



necessary to replace 4,000 looms with automatic looms which will 
further involve an expenditure of Rs. 2() crores. In order to im-
prove the unit realisation per metre of cloth and the profitability 
of the mills. It is intended to provide modern processing machi-
nes such as Mercerising Plant, Sanforising Plant, Stenters, Print-
ing Machines, etc., which would involve an expenditure· of ap-
prox. another Hz. 15 crores. Thus, the total requirement of fundS 
for modernisation and making these units viable will involve 
an expenditure of Rs. 175 crores at present day costs. 

N.T.C has already sanctioned modernisation for 83 ~ills in-
volving a total outlay of Rs. 50.85 crores and for rest of the mills 
the programme are under different stages of formulation. Out of 
the sanctioned programmes, orders have been placed for Rs. 32 
crores of whic~ Rs. 18 crores of machines have already been recei-
ved and ins~alled. * 

An outlay of Rs. 35.33 crores has been proposed for modernisa-
tion programmes of 1976-77 and its progress will depend on the 
money made available to the U:>rporation for this purpose.* 

In addition, crash modernisation programmes for all the mills 
have also been worked out. These programmes are to be complet-
ed within a period of about 2 years. 

With regard to four heavily losing mills classified by the Com-
mittee on Public Undertakings viz. Indian United ~ills, Digvijay 
Spg. Mills, Sri Bharathi Cotton Mills and Muir Mills, Modernisa-
tion programmes in respect of these mills have already been sanc-
tioned and are under implementation. The amount sanctioned 
and utilised for modernisation by these mills upto 30th June, 1975 
are as under: 

India United Milk 
Muir Mills 
Bharathi Mills 
Digvijay Mills 

r Sanctioned 
Rs. lakhs 

Implemented 
Rs. lakhs 

----------
493.11 
64.67 

111.36 
49.19'81 

273.00 
37.96 

32.11 
------------------._-------------------- -----------
• At the time of actual verification of the Report, the National Textile, 
Corporation stated «()n 15-4-1976) as foll()ws:-

''Modernisati()n programme in respect of 87 mills involving an outla)" 
of Rs. 61.43 (in<!tuding 4.30 crores for diesel generating sets)had 
been approved by the Corporation. Out of the approved prog~ 

rammes. orders haVe been placed for Rs. 36.25 crores of which 
Rs. 21:5 crores of machinery have already been received and 
installed by Dec., 1975. 

An outlay of Rs. 20 erores has 1:J:een provided for model,.. 
tion programme in the budget for 1976-77 for N.T.C." 



It is hoped that with the completion of .de programme the 
mills will start getting the full benefit3 of'the same through higher 
productivity 

[Ministry of Commerce U.O. No. 54012/2 (vi/75-NTC dated 
30-12-75] 

Beeommendation Serial No. 39 (Paragraph 10.18) 

The Committee also note that out of the 103 mills taken over 
by the Corporation, 27 mills accounted for a loss of Rs. 8 crores in 
1971-72, 42 mills for a loss of Rs. 3.4 crores in 1972-73 and 22 mills 
for a loss of Rs .. 1.4 crores in 1973-74. Some of the main reasons 
for the losses are stated to be low productivity of machinery, ex-
cess labour force and consequent low productivity of labour,rise 
in wages, increase in cost of cotton content due to inefficiency of 
machinery, power cuts and shortage in working finances. The 
Committee recommend that the Corporation should take appropriate 
steps to effect economies in expenditure both in Headquarters and 
subsidiaries introduce appropriate system of cost control, improve 
productivity of machinery and men by speedy implementation. of 
modernisation programmes, rationalisation and proper deploy-
ment of labour. The Committee also recommend that the Cor-
poration should conduct a critical review of the working of the 
Mills and identify the, mills which would continue to incur sub-
stantial losses and take concerted crash measures, including diver-
sification, if necessary, with a view to improving their financial 
viability. 

Reply of Government 
The recommendations of the Committee to effect economies in 

expenditure; introduce appropriate system of cost control, imple-
ment modernisation expeditiously, improve productivity of machi-
nery and rationalisation of labour have been noted for action. It 
may be stated that after the formation of the Subsidiaries, major 
portion of the purchases of raw-material and also to a certain ext-
ent bulk stores i!tems have' been centralised at the subsidiary 
leVel in order to get bulk discounts on rates and effect eronomies. 
Further details are given in reply to the recommendation contain-
ed in para 7.8. 

2. Regarding uniform costing system, NTC has already evolv-
ed uniform accounting procedure and costing manual This uni-
form system of both accounting and costing is expected. to be im-
plemented from 1st April, 1976 in all the Mills. For details please 
refer answer to items to recommendations contained in paras 7.4 
and 10.27. 



Modernisation.: 
Regarding Modernisation, NTC has already prepared detailed. 

schemes of priority modernisation for most of the running mills. 
The programme which is likely to cost approximately Rs. 80 crores 
is already getting implemented and by the end of 1977 the entire 
programme is expected to be completed. NTC has also taken UIP 
in hand preparation of detailed project, reports on the expansion 
of 43 small units having less than 25,OO() spindles. In ord~ to 
provide adequate processing facility and to effect 'Certain amount 
of diversification of products for greater unit realisation, program-
mes are being chalked out. Further, NTC is also drawing schem~ 
to replace certain dilapidated looms to automatic looms to improve 
export ,potential. AlL' these schemes are dovetailed with each 
other as a long range programme which is expected to be imple-
mented in another 3-5 years. 
Labour Riationalisation: 

NTC has already started implementing rationalisation schemes 
in the mills for which Government is to provide Rs. 4 crores dur-
ing the current year and Rs. 6 crores during 1976-77. It is expected 
that by the end of the financial year 1976-77, the rationalisation 
schemes would be completely implemented in all the units 
of NTC and also betteT deployment of labour with higher labour 
productivity will be achieved. 
Critical Review of the Working of the Mills: 

So far as as the recommendation of the Committee with regard 
to conducting critical review of the working of the mills is con-
cerned, it is stated that monthly performance reviews of aU the 
mills and the Subsidiary Corporation are conducted by the Techni-
cal Division and the results of the review are submitted to the 
Board of Directors of NTCfor their information and comments. 
These reports are further referred to the Subsidiary Corporations 
for taking corrective actioQ. wherever necessary. In addition, 
special reviews at subsidiary level are also being carried out. In 
this context, it may be mentioned that a critical review of the per-
formance of the spinning mills under the NTC and its Subsidiaries 
has been conducted recently. The Techno-Economic Survey Teams 
are being deployed by the NTC to conduct "in depth" studies of 
individual mills and their problems relating to production and 
productivity. These studies are being undertaken with a view to 
improve the working of the mills and improving their financial 
viability. 

[Ministry of Commerce U.O. No. 54Q12\2(vi)175-NTC dated 
9-1-1975] 
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Becommenc1atieDs :5eria1No. 40 (puagraph 10.19 and 10.%0) 

'The Committee:also note that the administration and establish-
ment expenditure of the Corporation increased from Rs. 13 lakhs 
en 1971-72 toRs. 214 lakhs in 1973-74. The Committee are inform-
ed that the increase in ·expenditure was due to the increase in the 
number of units to be managed by the Corporation from time to 
time and on account of the revision of pay scales in the light of 
the Pay Commission's recommendations. The Committee have 
given their recommendations in regard to increase in staff 
strength in a separate -chapter 'of this Report. 

The Managing Director, NTC, stated during evidence that "The 
Act regarding nationalisation has been passed only last month and 
the whole str.cture, at present, is under revie'W' and we will be 
winding up .our regional offices also. After subsidiary corporations 
are formen, we will have another look at this." The Committee 
recommend that the CorporatIon should have a second look at the 
organisational 'structure of the Headquarters and the subsidiaries and 
rationalise the staff strength at all levels right from the beginning 
to avoid the phenomena of over-staffing which is usual with the 
public sector. 

Reply of Government 

The Board of Directors of N.T.C. appointed a Sub-Committee con-
sisting of Additional Secretary, Ministry of Finance, Joint Secretary, 
Ministry of Industrial Development, Managing Director, N.T.C. to 
examine the organisational structure of the Head Office of N.T.C. 
They have since finalised the staff strength of the Head Office of 
N.T.C. which was approved by the Board of Directors. While exami-
ning the organisational structure, the Committee has taken into 
~orlsideration the views of the Committee on Public Unciertakings. 

With regard to the organisational structure at the subsidiary 
level, the recommendations of the Committee on Public Undertakings 
have been communicated to the subsidiaries for necessary action. 

IMmistry of Commerce U.O. No. 5401212 (vi) !75-NTC, dated 30-12-75 
and 27-2-1976] 

Recommendations Serial No. 41 (Paragraph 10.26 and 10.27) 

The Committee note from the report of the Statutory Auditors 
that the Corporation has not yet compiled the Accounting Manual, 
nor -has it fully implemented the Internal Audit Manual already 
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prescribed. In the regional offices of Bombay and- Bangalore, the' 
accounts staff have not ·beenprdperly utiliS€C\ while no m.temalaudit~ 
control has been introduced,. in spite of the sanctioned posts for the--
ceiL .. 

. The Committee are informed that steps have been taken to-
prepare an Accounting Manual early in 1974-75 and work had to be 

I suspended to include new procedure because of nationalisation of the· 
Mills. As the miils have since been nationalised, the Committee-
hope that the NTC would now lose no time in compiling the Account .. 
ing Manual and also organising the Internal Audit Units at appro-
priate levels, so as to lay dQwn· proper accounting procedutes and to 
keep regular checks over the accounts and financial transactions 01 
the Corporation and the Subsidiaries. The Committee expect that 
the results of internal audit would be reported to the Top Manage-
ment and Board so that suitable remedial action may be instituted in 
time to rectify the deficiencies, if any, brought to notice. The Com-
mittee also desire that there should be a system by which weekly 
performance reviews on the individual mills are received by the· 
subsidiary corporations anq furnished to the NTC so that the Corpo-
ration may have an opportunity of reviewing the weekly 1 quarterly I 
annual performance of the mills and taking corrective action to' 
remedy any shortcomings noticed. 

Reply of Government 
Draft accounting manual has already been prepared and circulated' 

to all NTC mills. The comments received from some of the mills on 
accounting manual are being studied.. It will be finalised at a meet-
ing of F A&CAOs of subsidiary corporations proposed to be called' 
shortly and introduced with effect from 1-4-1976.· 

As regards internal audit, most of the subsidiary corporations are> 
taking necessary steps to introducelimplement internal aumt pro--
grammes. The National Textile Cerporation has already introduced 
comprehensive reporting system on the performance by the mills onl 

monthly basis. On the basis of such reports the performance of the 
mills is reviewed and information is fed back to the Subsidiary-
Corporations to enable them to take corrective measures wherever-
necessary. 
[Ministry of Commerce U,O. No. 5401212 (vi) 175-NTC, dated 9-1-1976" 

and 27-2-1976J 

-At the time of factual verification of the Report, the National Textile 
Corporation stated (on 1r.-4-1976) as follows:-

"Since then the oosting and accounting manual has been finalised and> 
subsidiaries have be'en asked to in1roduce costing and accounting-
manual with effect from 1st April, 1978." 



Recommendation Serial No. 43 (Paragraph lL9) 

The Committee are informed that inventory of goods and spares of . 
the mills include obsolete and unsaleable items of ·goods and spares .. 
The mills have been tolo. by the Corporation to dispose them of by· 
circulating a list of such items to all the mills and, to the extent. 
possible, the items should be disposed of within the organisation. 
The Committee recommend that the Corporation.should review the· 
plsitiQn in this reg<U"d and take stock of all such obsolete stores and 
spares and machinery so that they may be disposed of in the best 
interests of the Corporation after following the proper procedures for 
condemnation of these items. The Committee also suggest· that in \ 
the case of any looms proposed to be disposed of, the Corporation. 
may examine the question of selling such . looms to the ex-workers 
of the mills in the interest of rehabilitating them. The Committee . 
WOuld, however, like to caution that this should· not leael to any· 
avoidable condemnation of looms or benami transactions. 

Reply of Government 

The Corporation has advised its Subsidiary Corporations to follow· 
the pro:::edure suggested by the Committee in the matter of disposal 
of obsolete machinery. The Subsidiaries have also been asked to 
inform other NTC units about the disposal of any such machines. At 
present the disposal of looms in the mills is carried out as per the 
procedure/instructions issued by the Textile Commissioner's Office. 
The Officers of the National Textile Corporation working as part 
time Directors on the Board of Subsidiaries have also been askeel to 
look into these aspects, so that no avoidable condemnation of looms 
or benami transactions take place. 

[MInistry of Commerce U.O. No. 45012/2 (vi) (l5-NTC, . 
dated 9-1-1976] 

BecoJmnendation Serial No. 44· (JlU'agraph 11.10) 

The Committee aI"e also informed that action is being taken by 
the Corporation to introduce cardex system· for maintenance of· 
stores records which would help the mills in managing the inventory. 
The Committee feel that modern methods of inventory control should 
be introduced where necessary in the mills so that there can be· 
effective control on stores and' accumulation of stocks and blocking of 
capital are avoiC{ed. The Committee also suggest that in the interest 
of ensuring uniformity in stores procedures, the Corporation should 
cons~der bringing out their own stores procedures. aDd accounting: 
manual for adoption by the different mills; 
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Reply of Governmeat 
The accounting/costing manual which includes inventory control 

"has been prepared and circulated to all the Government Mills. The 
-comments received from some of the mills are being studied. It will 
·be finalised in a meeting of F.A. & c.A.os of Subsidiary Corporations, 
.proposed to be held shortly.· 

[Ministry of Commerce U.O. No. 45012/2 (vi) f75-NTC, 
dateci. 30-12-1975] 

Recommendations Serial No. 45 (Paragraphs 12.7 and 12.8) 
The Committee note that in their Report on National Textile 

.corporation the High-Powered Committee had observed that in the 
24 mills which were examined by them, as against a total labour 
,force of 78,662 on rolls prior to take over 59,183 workers or' nearly 
75 per cent were employed. In three of the mills, the number of 
workers employed exceeded the number on rolls prior to take-over. 
Among the others, in 3 the employment was between 90 and 100 per 
cent, in 5 between 80 and 90 per cent, in 6 between 70 and 80 per cent, 
in 4 between 60 and 70 per cent and in the remaining 3 below 
'60 per cent. The High.Powered Committee further observed 
that employment of labour in the mills was also on the high side. As 
-agairlst the actual number of operatives per 1,000 spindles employed 
by inrtividual mills, it was observed that the standard average had 
been exceeded by about 15 per cent in one unit, 30 to 50 per cent in 9 
'units, and by 75 per cent to 100 per cent in the remaining 5 units. 

The Commitiee also note that to deal with the problem of surplus 
labour in me mills, the NTC has evolved a scheme of rationalisa-
tion of labour in its mills under which if any worker wants to 
voluntarily retlre, he is given certain compensat,ion and \!ertain other 
benefit5. The scheme has so far been approved for implementation 
in 24 mills thourh it has actually been. implemented only in seven 
mills. The Committee hope that this scheme will be extended to 
and Lnplemented in other mills of NTC expeditiously, so that the 
..mills are not loaded with avoidable surplus in the event of moderni-
sation of Mills. The Committee recommend that the scheme of 
labour rationalIsation should aim at achieving the maximum produc-
tioniproductivil.Y and for this purpose Government should consider 
the feasibility of introducing built-in incentives to workers. - .'- -------------------_._--------

• At the time of factual verification of the Report, the National Textile 
''Corporation state-d (on 15-4-1976) as follows:-

''The costing and accounting manual has been finalised and Subsidiaries 
have been asked to introduce costing and acCounting manual with 
eRect from 1st April, 1976." 
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Reply of Govenuneu.t 
By and large, the unitslNTC Subsidaries made vigorous efforts to 

iimplement the scheme. Out of the 24 mills included in the scheme, 
10 mills have already unplemented the rationalisation programme, as 
a result of which a saving of Rs. 4,37,250 per month has been 

..achieved. 
The rational~tion programme in mills could not be implemented 

due to paucity of funds, and difficulty in securing consent of labour 
-unions in some mills. More funds are likely to be made available 
by Government, and efforts to secure a:greements with unions are 
being made. 11 is expected that rationalisation will be completed 1?y 
'1976-77. 

[Mirtistry of Commerce U.O. No. 54012/2(vi)I75-NTC, 
dated 30-12-75 and 27-2-76] 

Recommendation Serial No. 46 (Paragraph 12.9) 
The Committee also note that by and large there is no active parti-

'cipation of wo.rkers in the management of the mills though Govern-
-ment agreed during evidence that they wanted to Co-operation of all 
the workers anct that the participation of workers in management 
was a desirable thing. The Committee were informed that in some 
'mills workers were associated at shop level but there was no associa-
tion of workers at the Board level. 

The Committee have in their 17th Report (Fifth Lok Sabha) on 
-'Personnel Policies and Labour Management Relations in Public 
-Undertakings' stressed the need for workers' participation in the 
manag.ement which should be from the shop level to the Board level. 
The Committee recommend that the Corporation shOUld set an 
example as a model employer by creating a feeling of belonging 
among3t the workers of the NTC mills, and for this purpose they 
feel that the representatives of employee should progreSsively be 
given participation in management at all levels. The Committee 
also recommend that there should be a system of built-in incentives 
in the wage structure as so as to increase the productivity of workers 
under the NTC. The Committee need hardly emphasise the impor-

'tance of investment in human beings whenever any programme of 
modernisation is undertaken. 

Reply of Government 
A National Bi-partite Body for National Textile Corporation 

Limited has been set up, recently. The Chairman NTC, Managing 
Director NTC and Chairman-cum-Managing Directors of 9 Subsidiary 
Corporations are the representatives of the employers. The workers 

: are represented by I.N.T.U.C., A.I.T.U.C. and H.M.S. Organisations. 
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The main functions or National Bi-partite; Body are to sort out pro--
blems relating to the Industrial r~lationSafid to ensure higher pro-
duction, productivity, 'llual:ity control and fuller utilisation of the· 
capacity in units under the ,control of National Textile Corporation 
and its subsidiary corporations. 

2. The Joint Bi-partite Committee are being set up at the subsi-
diary level which will play a watch,-dog role besines the following 
functions: -

(1) To ensure higher production, productivity and quality 
contro1 and fuller utilisation of capacity in the Units; 

(2) Matters relating to plannmg and achieving production 
targets; 

(3) Development of skills of workman and adequate facilities· 
for training; 

(4) Awarding of rewards for valuable and ~eative suggestions 
TPceived from workers; 

(5) Optimum use of raw materials and quality of finished' 
products; 

(6) General He:.tlth. Welfare and safety measure; and 
(7) Ensuring that the yvorking of the mills in all its aspects is 

on ~atisfactory lines. 

3. ,After gairung experience of the working of the National Bi-
partite Bony and Joint Bi-partite Committees, proposal to set-up shop· 
floor level Bi-partite Committees will be considered. 

4. One representa~ive of workers on each of the Board of National 
Textile Corporation (South Maharashtra) Ltd. and National Textile-
Corporation (North Maharashtra) Ltd., is already functioning. 

5. As regards the introduction of the system of built-in incentive 
on the wage structure, the matter is still under examination. 

[Ministry of Commerce U.O. No. 45012/2 (vi) f75-NTC, 
dated 2-2-1976} 

Comments of the Committee 

Please see paragraphs 1.23 to 1.-26 of Chapter I of the Report. 

Becom.mendatiooSerial No. 46 (Paragraph 12.18) 

The Committee ,also recommend that if at any time, as a result of 
rationalisation, Tettenchment of labour becomes iQevitable, it must 
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:be ensured that the workers are paid their statutory compensation 
.and other dues and are also assistecl in rehabilitating themselves. 

Reply of Govemment 

The recommendation has been circulated to all the Subsidiary 
Corporations for necessary actian. 

IMinistry of Commerce U.O. No. 54012/2(vi)175-NTC, 
dated 2-2-1976] 



CHAPTERm 

RECOMMENDATIONS WHICH THE COMMITrEE DO NOT DE=-
SIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 

Recommendation Sl. No. 6 (Paragraph 3.25) 

The Committee note that there has been an increase in the stafi 
strength in the Headquarters of the Corporation from a mere 17 on 
31st March, 1969 to 156 on 31st March, 1974. The Committee are 
informed that in the initial stages the role of the Corporation was' 
only to supervise the working of the Mills and to provide finance for-
them. However, from April, 1971 onwards, the NTC was also entrust-
ed with the task of directly managing some mills. The Committee-
also note that the number of mills under Government management 
increased from 16 in 1967-63 to 103 in 1973-74. Consequently the 
Corporation had to strengthen the staff by recruiting lllDre persons. 
The Committee understand that with the setting up of the subsidiary 
corporations the regional offices of the Corporation have been wound 
up. The Committee feel that in the interest of efficient management, 
the headquarters of thp Corporation should be a compact unit and' 
with the setting up of subsidiaries there would be devolution of 
functions. The headquarters should give a lead by shedding avoid--
able functions and keeping staff to the barest minimum in the 
interest of a compact an'] efficient organisation. 

Reply of Government 

After the nationalisation of 103 sick textile undertakings, there> 
has been a reorganisation o( the National Textile Corporation. tt has 
been converted into a hol.ding company with nine Subsidiary Cor-
porations. The responsibility of the holding company is to ensure 
that the Subsidiaries are run successfully in order to achieve the-
objectives of nationalisation. 

54 
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2. The main functions and responsibilities of the holding C()m~ 
anyare:-

(i) Spell out the objectives and translate them into goals for:-
the different operational areas. 

(ii) Evolve the policies that will guide the action of all con- . 
cerned in the set up towards achieving the objectives and' 
interpret the same for them. 

(iii) Set targets I norms (financial and operational) for perform-
ance and plan for facilities and services necessary for" 
achieving the targets. 

(iv) Evolve modernisation and expansion schemes and take 
follow-up action for implementation and assess achieve-
ments against targets fixed. 

(v) Help the Subsidiaries by continuously evolving develop-
ment programems aimed at making the optimum use of· 
available resources and bringing about the technological 
as well as managerial break through in the different func-· 
tional areas of the operation. 

(vi) Promote research with a view to improving the level of 
technological and managerial skills employed in the vari-· 
ous spheres of operation. 

(vii) Review periodically the progress achieved in attaining the 
objectives and take cor~tive action wherever and when-
ever necessary. 

(viii) Translate into action the policy directives laid down by· 
Government from time to time. 

(ix) Assist the Government and offer necessary advice in the-· 
formulation and implementation of Government policies" 
from tune to time. 

(x) Render account to the Government regarding the func-
tionipg of the nationalised sector of the textile industry. 

i 

3. With this role in view, a study was made regarding the require-
ments of staff. It was felt that it would be necessary to have five' 
Divisions viz., Technical, Finance, Personnel & Coordination, Secre-
tarial and Legal and Marketing each under a 'full time Director 
for effective performance of the Corporation. Detailed personnel 
requiremen~ of the middle and lower level of management were· 
carefully assessed. and placed before the Board· of Directors of· 
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the Corporation in February 1975. The Board of Directors COD-
-side red the proposals and appointed a Sub-Committee to further 
.go into.the staff requirements of the holding company. After 
taking all factors into account the re-organisation of the N.T.C. 
was approved by the Board of Directors in May 1975. This re-
organisation is the result of a carefully drawn plan with a view 
to effecting greater coordination, control and emdent manage-
ment of the Subsidiary Corporations. In spite of the increase in 
the numerical strength, which in view of the greater responsi-

-bility was considered necessary, the present set up of the Corpo-
ration retains its compact nature and is function based and effi-

. ciency oriented. 

4. The roles of N.T.C. and its Subsidiaries have clearly been 
spelt out and are complementary to one another. The Subsidiaries 
. are allowed t() function with an example measure of autonomy 
"and initiative within the frame work of the principles and guide-
lines embodied in their Articles of Association and the directives 
on board policy matters by the Crtlvt.fHolding Company from time 
.to time. 

[Ministry of Commerce U.O. No. 54012/2 (vi) j75--NTC, 
- dated 14-3-76]. 

"Recommendation Serial No. 11 (Paragraph 4.28 to 4.31) 

Thc Committee note that the total installed capacity of the 103 
mills, in terms of spindleage and loom age, is about 16 per cent and 

"22 per cent respoctively of the total installed capacity of the textile 
industry in the country. The Committee further note that nuring 
the Fifth Plan the total requirement of machinery for moderniSing 
the sick mills would be of the order of Rs. 100 crores. The Com-
mittee are informed that the Government managed mills had placed 
orders for machinery worth Rs. 3 crores upto "March, 1972, about 
Rs. 8 crores during 19"72-73 and about Rs. 10 crores during 1973-74 for 
carrying out the first phase of modernisation out of which machinery 
-worth Rs. 10 crOTes had so far been received and installed. It was 
represented to the Committee, during"evirlence, that the main difficul-
ties faced by the COfP.Oration related to the delivery periods, escala-
'tion in prices, the quantum machinery manufactured and the arrange-
-ment of distribution between the government managed. mills and the 
'private sector mills. 

"The Committee also note that at the 1972 level the Uistalled 
ccapacity available with the textile machinery manufacturers was for 
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machinery worth Rs. 117 crores a'gainst which the production in 
1972-73 was around Rs. 27 crores and in 1973-74 Rs. 40 crores. The 
utilisation was expected to reach level of Rs. 70 to 80 crores in 
1974-75. 

The Committee understand that large orders were placeo. by the 
private sector to take advantage of certain tax concession extended 
by Government due to which the machinery manufacturers had orders 
booked for a period of delivery covering 3 to 8 years, i.e. upto 1980-
81. 

During evidence it was stated that a High Powered Committee 
has been appointed to go into the problems with the textile machinery 
manufacturers and when that Committee finalises its report, there 
will be improvement in this record. The Committee however, under-
stann that this High Powered Committee was not appointed by 
Government but on the initiative of ICMF. 

Reply of Government 

Thf' position has bee11 explained in the replies of the Government 
in respect of {laragraph 4.32 of Recommendation No. 11 and Paragraph 
4.33 of Recommendation No. 12. 

[Ministry of. Commerce U.O. No. 54012f2(vi)/75-NTC, 
dated 27-2-1976] 

RecODllDeDdation Serial No. 11 (Paragraph 4.32) 

The Committee view with concern the existence of such large 
unutilised capacity with the textile machinery manufacturers and 
recommend that Government should investigate the causes of the 
unutilised capacity and explore ways and means of utilising the 
capacity specially in the interest of getting expeditiously textile 
machinery for the NTC Mills. 

Reply of Government 

Underutilisation of capacity in textile machinery industry has 
been primarily due to the lack of sustained demand from the 
!textile mill industry which in tum is linked up with the lack of 
adequate finances for reha.bilitaftionfmoder\nisation purposes with 
the textile mills. Apart from that. the energy crisis during 1973~ 
74 had caused for a brief spell certain difficulties in obtaining im~ 
ported raw materials and co.mponents and the prices of such raw 
materials and components had also gone up in a substantia1 
109 LS-5 
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manner. The machinery manufacturers also had certain difficulties 
in obtaining right type of indigenous raw materials in adequate 
quantities ana in time. A system of regular monitoring was introduc-
ed in 1973 by the Department of Hea.vy Industry in order to rationa-
lize the pr'oduction programme and ensure supply of critical inputs 
in time. As a result, production went up in a substantial manner 
from Rs. 30 crores in 1972 to more than Rs. 70 crores during 1974, 
Right now the problem, however, is the inadequate financial re-
sources with the textile mills as well as inadequate refinancing 
facilities from 1fu.e Industrial Devek>p~ent Bank of lI~dia. The 
question of utilisation of capacity in the field of textile machinery 
industry is as such directly contingent on the availabUity of finan-
ces with the textile mills in order to implement their modernisa-
tion, balancing and replacement programmes and once this aspect is 
taken care of, the textile machinery industry would be in a 
position to meeting bulk of the requirements of the textile mills 
including thOiSe under the National Textile Corporation Govern-
ment have decided that a separate cell should be opened in the 
IDB! to devote exclusive attention to the cases of textile mills for 
loans for modernisation and rehabilitation. This arrangement is 
expected to be of considerable help to the textile mills in arranging 
finances for buying textile machinery. 

[Ministry of Commerce U.O. No. 54012/2(vi) /75-NTC, dated 
2nd Feb. 1976] 

Recommendation Serial No. 12 (Paragraph 4.33) 

The Committee also note that the Corporation has given certain 
suggestions in regard to the supply of textile machinery, impor-
tant amongst which are that Government should insist on price 
discipline on textile machinery manufacturers for a period of 3 
years w.e.f. 1974-75 and 25 per cent of the total production should 
be earmarked for allotment to the Government managed mills. 
The Committee feel that the NTC cannot succeed in its objectives 
unless Government evolve a total national textile policy in which 
the working of NTC is properly coordinated and dovetailed inclu-
ding giving priorities in the quota of textile machinery manufac-
tured by the existing textile mcl.Chinery manufacturers in the 
country. . ' 

The Committee recommend that Government should take an 
early decision about institutil'lg price discipline on the textile 
machinery manufacturers and also ear-making a fixed percentage 
of the machinery in favour of Government managed mills. 
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In view of the difficulties experienced by the Corporation in 
the !procurement of textile machinery from the private sector, 
Government may also consider utilisation of the already availa-
ble unutilised capacity in the public sector machinery manufac-
turin~ units like HindUst~ Machine Tools, Heavy Engineering 
Corporation etc. for the manufacture of textile machinery requi-
red for NTC mills. 

Reply of Government 

\In evolving national textile policy, the working of the nation-
alised sector of the textile industry under the NTC and its pecu-
liar problems are kept in view. Effective demand for textile 
machinery is conditioned by the financial position of textile 
mills. However, considering the pressing need for rehabilitation 
and renovation of the nationalised textile mills, a programme 
costing Rs. 175 cro:res has been drawn up by nationaliSed textile 
mills Programme with a financial content of Rs. 52.13 crores has 
already been approved and is under implementation. Machinery 
worth about Rs. 20 crores has been received and installed up to 
the end of September '75. In recent times there has been no diffi-
culty in the supply of textile machinery and no need has been felt 
to prescribe priQI"ities for supply of machinery for nationalised 
textile mills. However, the Textile Machinery Manufacturers 
Association are willing to adhere to any scheme for supply of 
machinery on the basis of priorities evolved by the Government. 

As regards the price discipline, a voluntary agreement regard-
ing formula for price adjustment has already been evolved by a 
Joint Committee constituted by the Office of the Textile Commis-
sioner and consisting of the representatives of the textile machi-
nery industry and the textile mill industry (private sector, NTC 
and the Co-operative sector). Government are trying to ensure 
that the various parties associated with this agreement adhere to the 
agreement. 

Regarding the utilisation of the available imutilised capacity 
in the public sector machinery manufacturing units like HMT, 
HEC etc. for the production of textile machinery, there does not 
seem to be any possibility. The heavy engineering units which 
are being looked after by the Department of Heavy Industry are 
engaged in the manufacture of items which are quite different 
from the textile machinery items and it would not be possible for 
them to divert any unutilised capacity for the production of items 
of textile machinery. More3ver. the Existing installed capacity 
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lor textile machinery production is not being fully utilised, and 
in that context there is no question of other manufacturers diver-
sifying into this field. 

[Ministry of Commerce U.O. No. 54012/2 (vi) /75-NTC, 
dated 2nd Feb. 1976]. 

RecollllDendations Serial Nos. 13&14 (Paragraphs 5.7 and 5.9) 

The Committee note that under the cotton purchase scheme of 
the Corporation, cotton is purchased by the Chief Executive Offi-
cers of the mills who are Constituted Attorneys of NTC and trans-
ferred to the mills at cost from time to time. Cotton is purchased 
without calling for tenders from a list of approved suppliers to 
whom intimation is given whenever cotton is required and they 
send samples along with their rates. 

The Committee also note that the Action Committee in their 
Report on NTC have suggested that in the purchase of !Cotton, 
there will have, necessarily, to be close consultation between the 
buying organisation and the mill management to make sure that 
the quality of cotton bought was acceptable to ·the mills. They 
have also suggested that there should be a Central Adviser (Pur-
chases) for assisting the Board in formulating central ipOlicies and 
guidelines and should give general advice to the Board on price 
trends in India and abroad and poliCies and purchases of cotton 
f!'lom organisations like the CCII of cooperative bodies of farmers. 

Reply of Government 

The position has been explained in the reply of Government in 
respect of paragraph 5.8 of Recommendation No. 13 and paragraph 
5.10 of Recommendation No. 14. 

[Ministry of Commerce U.O. No. 54012/2 (vi) /75-NTC', 
dat.e 27-2-76]. 

Recommendations Serial Nos. 13 & 14 (Paragraph 5.8 and 5.10) 

A Committee consisting of the Chief Executive Officer, Finan-
cial Adviser to the mill, Cotton Selector, Production Manager and 
others concerned scrutinises the samples and the rates and fina-
lises the orders. The Committee are informed that this !procedure 
is followed, as according to the Corporation all merchants are not 
able to supply the quality of cotton required by mills and the 
reliability, integrity and financial stability of the supplier are the 
most important considerations for selecting a supplier. The Com-
mittee are, however, not sure as to how far under the present pro-
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cedure the purchases have been made at most competitive rates. 
The Committee recommend that the working of the system of 
purchase should be critically reviewed by an expert committee 
consisting of Technical and Financial experts to assess as to how 
far the system has enabled the COI1poration in procuring cotton 
at ec:onomic rates. The Committee also recommend that the Cor-
poration should ensure that the information about the quality 
and the prices at which cotton is purchased by the Chief Execu-
tive Officers of the mills is also communicated to the Subsidiaries 
and the Headquarters of the Corporation so that a central watch 
may be kept about the quality and rates of cotton purchased by 
mills in the same region/area. 

The Committee hope that Government/Corporation would take 
an early decision on the recommendations made by the Action 
Committee in order ~o ensure that the cotton is pur.chased for the 
N.T.C. mills at the right time, right place and a.t economic prices. 

Reply of Government 

In order to examine these recommendations in detail and also 
to formulate an overall policy with regard to the purchase of 
ootton from various sources viz. Cotton Corporation of India, 
Maharashtra State Co-operative Marketing Federaiion and Private 
Trade, the Board of Directors of N.T.C. approved the appointment 
of a group under the Chairmanship of Dr. Seshadri, Director 
(Technical) National Textile Oorporation.Action in this con-
nection has already started and a meeting of the group was held 
at Bombay. Detailed data about the purchases made by the 
Subsidiaries from various sources is being collected. After gett-
ing these details, group will again meet and finalise the report. 

Further, it has recently been decided that a sizeable part of 
NTC's requirement during the current year will be met by Public 
Sector agencies in the CCI&E the Maharashtra State Co-operative 
Federation. 

lIn order that there is greater co-ordination between the two 
corporations the M.D. of Cotton Corporation of India has been 
appointed as one of the Directors on the N.T.C. Board. The MD., 
N.T.C. is already a member on the Board of the Cotton Corpora-
tion of India. 

[Ministry of Commerce U.O. No. 5401212(vi)175-NTC Dt. 30-12-75] 
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Recommendations Serial Nos. 23 & 24 (Paragraphs Nos. 6.t6 to 6.48) 

The Committee are informed that the capacity utilisation in the 
NTC mills in the first two shifts in spinning as well as weaving is of 
the order of 74 per cent to 76 per cent (spinning) and 84 per cent 
(weaving) as compared to the national average of 74 per cent to 76 
per cent (spinning) and 8{) per cent to 84 per cent (weavjng), in 1972 
and 1973. In the third shift, however, while the capacity utilisation 
in spinning section of the NTC mills at 67 per cent compares favour-
ably with the national average of 68 per cent to 70 per cent, in weav-
ing section, the performance of the NTC mills is as low as 26.7 per 
cent as compared to the national aveorage of 44 per cent to 52 per 
cent in 1972 and 1973. The reasons for low utilisation of capacity in 
the third shift are stated to be (i) that the machines used for making 
the yarn have got to be improved; (ii) that the third shift of weav-
ing in most of the mills is on automatic looms whereas that is not the 
Case in the NTC mills; and (iii) that the NTC mills do not have 
balancing equipment and preparatory machines for the third shift. 
The Committee understand that the NTC is trying to inC'I"ease the 
number of automatic looms as part of the modernisation programme 
in order to increase the capacity utilisation in the third shift also. 
The Committee stress that the installation of balancing equipment, 
preparatory and automatic looms, etc. as part 'of the modernisation 
programme, should be expedited so that the capacity utilisation in 
the third shift of NTC comes up at least to the national level. 

The Committee are glad to note that with implementation of the 
first phase of modernisation programmes, the machine productivity 
of the composite mills has gone up from 60-65 per cent to 75-85 
per cent and in the case of certain mills at Tamil Nadu, whicn are 
working for 7 days a week, the machine productivity has gone up 
as high as 100 per cent to 125 per cent. 

The Committee would like the Coorporation to take similar con-
cerned measures for other mills also, as per a carefully drawn out 
programme. 

:Reply of Government 
In order to achieve this objective, the Subsidiaries were requested 

to prepare crash modernisation programme. Most of the Subsidiaries 
have done so and the programmes are under examination in the 
NTC. This aspect is regularly reviewed at the quarterly meetings 
of the Chairmen-cum-Managing Directors of the Subsidiaries. 

Details of the modernisation programmes taken up are given in 
reply to Recommendation SI. No. 38. 
[Ministry of Commerce U.O. No. 54012/2(vi)/75-NTC, dated 30-12-751. 
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Recommendation Serial No. 25 (Paragraph No. 6.49) 

The Committee are also informed that apart from the lack of 
suitable machinery, the main constraint in the way of higher utilisa-
tion of capacity is the lack of adequate funds. While according to 
NTC its requiorement was to the extent of Rs. 80 crores for working 
capital, according to the formula, evolved by thQ Tandon Committee 
appointed by the Reserve Bank of India, the NTC's requiremp.nt of 
funds from the banking sources is stated to be Rs. 62 crores. The 
Committee understand that the NTC has got only Rs. 40 crores from 
the banking system thus leaving a g2.p -of Rs. 40 cmres compared to 
its original estimate and Rs. 22 crores on the basis of the formula 
of the Tandon Committee. The Committee are surprised to note 
that while the industry as a whole was given Rs. 500 crores the 
NTC which constituted 20 per cent of the textile industry got only 
Us. 40 crores which was only 8 per cent of the total given to 
industry, in spite of the fact that it is not in a position to raise funds 
from other resources. When the NTC approached Government in this 
regard, it was informed that Government do not give directions to 
the banks in favour of individual clients. When the NTC approached 
the banks they wanted the Corporation to give guarantees fOT the 
amounts the banks had given to the previous owners of the mills in 
the pore-takeover period. The NTC could not, however, give guaran-
tees and take over the responsihility for making repayment of the 
amounts advanced to the previous owner of the mills. The Com-
mittee are also informed that a group of 13 mills in the nationalised 
sector did not get any funds at all from the banks. 

Reply of Government 
\ 

Reply of Government in respect of paragraph 6.50 of Recommen-
dation No. 2·5 explains the position. 

[Ministry of Commerce U.O. No. 54012/2(vf) 75·NTC, 
dated 27-2-76] 

Recommendation Serial No. 25 (Paragraph 6.50) 

The Committee would, therefore, like Government to look into 
the difficulties which the NTC mills are facing in regard to the 
availability of bank finance and find ways and means of providing 
the Corporation with adequate finances in the interest of better utili-
sation of the capacity in the nationalised sector. 

Reply of Government 
The need for providing adequate credit to NTC units to enable 

them to plft"sue their production activities is part of the accepted 
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policy and within the constraint of resources and having due regard 
to the permissible levels of inventory and receivables build-up, banks 
ha.ve been trying to do all that is possible under the circumstances. 
In this connection it may be pointed out that in the last week of 
December 1974, Reserve Bank of India had convened a meeting to 
discuss with the concerned interests the type of steps that might be 
taken to provide help to the NTC units. In the light of the decisions 
reached at this meeting, banks weore advised that in view of the 
difficulties expressed by the NTC mills in finalising accounts of the 
units taken over by it, banks may consider granting reasonable ad 
hoc limits related to the production programme of\ each mills for a 
short period to ensure that production of cloth is not hampered 
Banks were advised that during the transition period of six months 
(i.e. till end of June 1975), they need not obtain BBl's prior credit 
authorisation, even though the aggregate limits standing in favour 
of NTC or its subsidiaries may exceed the cut-off point of Rs. 3 crores, 
for sanctioning the following facilities:-

(i) Temporary limit upto Rs. 25 lakhs to a sick textile mill 
taken over by the National Textile Corporation for a period 
not exceeding six months for genuine productive/trade 
operations. Banki; should, however, ensure that the con-
cerned mill is not already enjoying such a temporary facility 
from any other bank. 

(ii) Interim accommodation upto Rs. 25 lakhs to a sick textile 
mill, pending RBI's prior authorisation for higher limits 
sanctioned by banks on a regular basis. 

(iii) Temporary excess drawing by a sick textile mill, over the 
sanctioned limit upto 10 per cent thereof or Rs. 25 lakhs, 
whichever is lower. 

2. Further in the month of May 1975 the Finance Minister con-
vened a meeting at which Minister of Industrial Development and 
Civil Supplies was also present. The question of credit requirements 
of NTC mills was discussed at the meeting and it was decided to set 
up a Group consisting of Secretary (Banking), Secretary (Finance) 
and Secretary (Ministry of Industrial Development & Civil Supplies) 
to examine the problems of the NTC mills. A Standing Committee of 
Addt Secretaries also looks into these problems from time to time. 
It may be added that the requirements of NTC have to be looked 
into on the basis of unit by unit analysis and this is the approach 
being adopted by the banks. It is for each unit to take up its case, 
supported by relevant/operational data, with its banker and work 
out an appropriate financing arrangement. 

[Ministry of Commerce U.O. No. 54012/2(vi) 75-NTC, 
dated 24-12-75] 
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Recommendation Serial No. Z5 (Paragraph 6.51) 

The Committee are informed that due to overall economicconsi-
derations, the NTC mills have been able to get only Rs. 33 crores for 
the modernisati'On programmmes out of the total budget of Rs. 55 
crores and their total requirements of Rs. 156 crores for the Fifth Five 
Year Plan period, and the Corporation has been holding discussions 
with the Planning Commission in this regatd. The Committee would 
like Government/Planning Commission to take into account the one-
rous responsibilities thrown on the Corporation in the wake of na-
tionalisation of sick mills and provide adequate funds through bank-
ing system 'Or oijler financial institutions both towards WQrking 
capital ~.nd for its modernisation programmes. 

Reply of Government 

Government fully share the anxiety of the Committee for the 
need of making available adequate funds to the National Textile 
Corporation for working capital, modernisation, etc. of the nationalis-
ed sick textile mills in order to convert them into viable units. With-
in the resources available, all efforts ate being made to make avail-
able the funds needed by the Corporation f'Or the purpose. In this con-
nection it may be stated that the entire budget provision for the 
Corporation for 1975-76, amounting to Rs. 5 crores, has already been 
released. In addition, an amount of Rs. 43.71 crores has been sanc-
tioned to the Corporation for working capital margin, modernisation 
and marketing division. 
[Ministry of Commerce U.O. No. 54012/2 (vi)/75-NTC, dated 19-1-76]. 

Recommendation Serial No. Z1 (Paragraph 7.4) 

The Committee learn that there was no costing system in some of 
the mills taken over by NTC and in some others the system followed 
was purely ad hoc. The Committee are informed that the NTC is 
fully conscious of the need for having a well regulated costing sys-
tem and had initiated action to introduce the system in all its mills in 
about 2 to 3 months time (i.e., by the end of AQril, 1l'75). The CO!l1-
mittee cannot over-emphasise the fact that a sound costing system 
is a qua non without which a mill cannot work out the C{lst 
of each stage of the process, effect economies wherever necessary 
and increase productivity. For this purpose, the Committee would 
like the Cbrporation to work out the standard norms both in terms 
of quantities and eX1?enditure under the various elements and sub-
heads of costs. In each process so that variation from such norms 
could be analysed and measures tak-en to effe~t economies wherever 
109 LS--G. 
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necessary. The Committee suggest that the Corporation. can pro-
fitably undertake a study of the costing system in vogue in compar-
able private sector units to examine the adoption of similar system 
in the NTC mills. The Committee hope that, as per the assurance 
given during evidence, a well regulated costing system on scientific 
lines will b~ introduced and im()lemented in all the mills by the end 
of April 1975. 

Reply of Government 

The matter was considered by the Board of, Directors of National 
Textile Corporation. Accordingly a costing/accounting manual has 
been prepared and circulated to all the NTC mills. The manual out-
lines the system of accounting/costing and Inventory control to be 
adopted by the mills. 

The comments received from some of the mills on the accounting/ 
costing manual are being studied. It will be finalised at a meeting 
of F.A. & C.A.OS of Subsidiary Corporations, proposed to be called 
shortly and introduced with effect from 1st April, 1976. 

[Ministry of Commerce U.O. No. 54012/2(vi)175-NTC dated 
30-12-75]. 

Recommendation Serial No. 30 (Paragraph 8.17 and 8.18) 

The Committee note that the NTC mills are producing saleable 
yarn and as there is a grea.t shortage of yarn in the country to 
feed the decentralised sector ,of handloom and powerloom, these 
mills are stated to have always endeavoured to supply yarn predo-
minently to these sectors. During 1971 and 1972, these mills, by 
and large, sold their yarn within the country through dealers/area 
ag~nts of each of the States but in March, 1973, the Textile Commis-
sioner issued an order on price and distribution control of yarn 
under which the yarn was to be distributed through the prescribed 
channels. When the control order was issued, some private sector 
mills and a number of yarn merchants filed writ petitions in the 
various High Courts and got stay orders but the NTC mills did not 
resort to any such action and abided by the Government orders re-
garding control on price. As a result, the private mills sold the yarn 
at ot?en market price which was higher than the controlled price 
fixed by· the Textile Commissioner while the NTC mills could seB 
it only at the controlled price and thus lost about Rs. 9 crores on 
this account. The Committee regret to note that the law abiding 
public sector mills had to incur such a hea.vy loss while the private 
sector mills reaped profits in the sale of yarn at open market prices. 
The Committee are not sure whether the yarn produced by the NTC 
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mills has been Qurchased by private merchants at controlled prices 
and sold at open market prices through the private sector mills thus 
making heavy profits at the expense of the public sector mills. 

This was an untenable situation when law abiding agencies 
suffered and those which challenged the laws prospered. The Com-
mittee Leel that no one who defies an order given in r,:mblic interest 
should be allowed to get away with unconscionable pr0fit. The 
Committee also feel that Government should not have kept silent 
over this issue but should have come to the rescue of the NTC mills 
and taken steps to save these mills from a loss of Rs. 9 crores. They 
hope that a lesson will be learnt from it and such a situation will not 
be allowed to arise in future. The Committee recommend that NTC 
should consider the feasibility of selling the yarn directly to the mills 
instead of through private merchants. 

Reply of Government 

NTC is willing to sell yarn direct to the weavers and to their 
societies. The main difficulty in selling the yarn to weavers and 
their societies is their inability to make payment in cash. The finan~ 
cial position of NTC mills is also not good a'nd therefoI'e NTC mills 
are not in a Qosition to give yarn on credit. On an experimental 
basis, by an arrangement with COOPTEX handloom products which 
do not directly compete with NTC mills products are' being purchas. 
ed by the marketing division of NTC from them. These products are 
being sold alongwith other NTC products through the retail outlets 
organised by the NTC. The payment for all these handloom pro-
ducts is Qroposed to be made to the extent of 65 per cent in the form 
of yarn from NTC mills and the balance 35 per cent in cash. The cash 
component will cover the conversion charges. This will ensure that 
these handloom products will have ready outlets through the retail 
organisation of NTC and at the same time NTC yarn will be avail-
able to the COOPTEX directly. If this experiment succeeds then it 
is proposed to extend it and enter into similar arrangements with 
other organisations of handloom weavers. 

[Ministry of Commerce U.O. No. 54012\2 (vi) j75-N'fC dated 
9-1-1976 and 27-2-1976]. 

Recommendation Serial No. 42 (Paragraph 11.6) 

The Committee note that the inventory of market yarn with the 
mills has arisen from 1.77 million kgs. in march, 1973 to 2.51 mil1ion 
kgs. at the end of March, 1974 and 4.19 million kgs. by the end of 
September, 1974 thus indicating that the inventory of yarn has almast 



doubled' .itself during March and Set;ltember, 1974. The Committee 
~eno reason why there should be accumulation o~ market yarn 
with the ,Corporation while there is a shortage of yarn in the dec en-
tralised sector. The Ciommittee feel that the Corporation should 
arrange to meet the needs of yarn in the decentralised sector and 
reduce its inventories keeping in view their own requirements. 

Reply of Government 

- With the sluggishness in the textile trade during the last year or 
so- there has been accumulation of stocks especially of yarn, with 
the textile industry as a whole. The decentralised sector has also 
been facing difficulties as a result of slow movement of their finished 
product. 1'heprices of yarn have actually fallen to levels compar-
able with thOse ,revailing in 1973, but even at these prices there has 
been a marked fall in demand from the decentralised sector. There 
is no scope for NTC mills to further reduce their prices as it. will lead 
to more losses. 

[Ministry of Commerce U.O. No. 54012/2 (vi)175-NTC, dated 
30-12-75]. 

Recommendation S. No. 42 (Para. 11.7) 

The Committee also find that the stocks of cloth has increased 
from 98.64 million metres in March, 1973 to 122.89 million metres in 
March, 1974 and 150.34 million metres in September, 1974. 

Reply of Government 

Reply of Government in respect of paragraph 11.8 of Recom-
mendation No. 42 explains the position. Distributive net-work of 
NTC is being expanded as indicated in Govt's reply on para-
graph 8.8 of Recommendation Serial No. 29. 

[Ministry of Commerce U.O. No. 54012!2(vi) !75-NTC, dt. 27-2-76] 

Recommendation Sl. No. tt (Paragraph 11.8) 

The Committee recommend that the Corporation should take 
steps to redUCe its inventory of cloth by diverting the stocks to the 
various sales points recording to. the demands -of the consumers for 
the different varieties of cloth at such points. The Committee also 
,recommend that production of, cloth should be regulated on the 
basis ef feed back information from the subsidiaries about the de-
-mana for the particular varieties and types of cloth to avoid excess 
ilJven tMies. 
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Reply of Government 

As soon as the wider net work of sales being organised hy NTC 
is accomplished, the proper feed back will be given to the mills for 
their production planning. 

[Ministry of Commerce U.O. No. 54012/2 (vi)I75-NTC, dated 
S-1-i976] 

NEW DELHI; 
April 23, 1976. 
Vaisakha 3, 189& (S) 

NAWAL KISHORE SHARMA, 
Chairma'rl" 

Committee on Public Undertakings. 



APPEND~ 
(Vide plra 5 of Introduction) 

Alfalysis 0/ action takm by Government on the r~ coruained in tlu Sixty 
third Report of the Committee 071 PubZit; Undertakings (Fifth Lok Sabha) 

I Total number of recommendations made 46 

II Recommendations that have been accepted by· Government (vide 
recommendations at Serial Nos. 1,2, 3, 4, 5, 7, 8, 9, 10, IS, 16, 17, 
18, 19,20,21,22,26,28,29,31,32, 33,34,35,36,37,38,39,4°, 
41,43,44, 4S and 46 35 

Pa<:entage to total 76 
III Recommendations Which the COmmittee tOO not desire to pursue in 

view of Government's reply (vide re.:ommendations at Serial Nos. 
~, II, 12, 13, 14,23,24,25,27,30 and 42 II 

Percentage to total 24 

IV Recommendation in respect of which replies of Government have not 
been accepted by the Committee NIL 

Percentage to total NIT. 

V Recommendations in respect of Which replies of Government are 
awaited . NIT. 

Percentage to total 
I 

J 

CMGIPND-LS 11-109 1..8-26-4-76-1200. 

NIL 
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