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INTRODUCTION 

I, the Chairman, Committee on Public Underlakings having been 
authorisc4 by the Committee to submit the Report on their behalf, pre-
sent this 58th Report on Action Taken by Government on the recommen-
dations contained in the 40th 'Report of the Committee on Public Under-
takings (Seventh Lok Sabha) on National Textile Corporation Ltd. 

2. The 40th Report of the Committee on Public Undertakings was 
presented to Lok Sabha on 23 April, 1982. Replies of GovemlllClDt to 
all the recommendations contained' in the Report were received by 1 S 
and 18 December, 1982. The replies of Government were couidered 
by the Actipn Taken Sub-Committee of the Committee on Public UDder· 
takings OIl 16 February, 1983. The 'Report was finally adopted by the 
Committee on Public UndertakiDSS on 22 February, 1983. 

3. An analysis of the Action Taken by Governmeru' on the recom-
mendations contained in the 40th Report 0981-82) of the Committee is 
given in Appendix. 

NEW DELHI; 

FebruDry 25. 1983 
Pholguno 6, 1904 

(vii) 

MADHUSUDAN VAIRALB, 
ClulirnJQft, 

Committee 011 Public Undtrtakinl'. 



CHAPTER I 

REPORT 

'I1Iis Report or the Committee deals wlth the Action Taken by, Govem-
DIIIlt OIl the _ recommend:ltioos contained in the Fortieth· a.part 
(SmIl*--1ok Sabba) of the Committee on Pubtic UadcrtaJdDaa OIl Natieoal 
'Fbxtile- QIJrpora'tlon Ltd. which was presented to 10k SabfJa, ma 23 AprtJ. 
19C. r~t 

2. AGtiaD. TaMn NotA laM ... lIeld_ fMml- ibe GooftItmDImf ill 
respect ~ aU tho 3t ~. ~ullII- iIli tile • .,n'. 'I'lle 
recommendations have been categorised as fe1lews:-

(i) Rcc:ommendatioos/ObserYatioas ... __ bND' ~ • .., 
Government : 
Serial Nos. I, 3. 4, 5. 7, 8, 10; 1I~ 12; 1~- to~ 26' It) ~ add 
31. 

01) Recommendations/Obscr:vations wbQ tM C~ 410 _ 
desire to pursue in view of ClcMaauatr.o ~ 
Serial NOI._ ~ 9 _1S~ 

(ill) RecollUl1endations/Observa1iODs in n:spcct of which ~ 
dl. Oovenunent have not been accepted· by the Committee: _ 
Serial Nos. 2 and 14. 

(i9) JteczonnnendatiOlS/'ObIervations in respect of which final rep.-
lies of Government are attn awaited:-

Serial Nos. 13 aDd. 30. 

3. 11Ie o,mnrittee win now cltal with the action taken by OovemmClftt 
on SMlC of their recommenctattOfts. 

A. ilfSdtNtiOlttll l'rt1IItnIM 

~ (SerIal No.1) (7ara 0.1) 

4. The Committee bad observed that the NTe as a holding company 
and the owner of the subsidiaries ought. to be in a positioo to have COM-
plete control over the sub,;idiaries and to monitor and appraise their opera-
dons competently with a view to guiding and directing them besides c0-
ordinating their~ efforts in the interest of economy 8Rd efficiency. For tbis 



purpose the Committee had recommended that the holding company should 
be clothed with adequate powers and its organisation strengthened qualita-
tively. 

5. The Government have in. the.4' . reply stated that the Articles of 
Association of the subsidiary companies of the NTC empowered the 
Holding Company to issue ~uchdirective.s .orinstcuctions as may be COD-
'&iaered neCessary in regard to the finances, conduct of business and affW's 
of1be Company and tbe subs\diary company was obliged to comply. with 
and gn,e 'imnlediate effect to such directives or instructions. The HoldiIlg 
COmpany had ttOW drawn up a sch~me which enjoined that its funcijonal 
directors shall visit at least one subsidiary in a quarter for the purpo~e of 
1,n-deptb study. of 'lhc operations of. the SUbsidiary and take deci~ion/action 
,consid~rcdFCUary for Unp!OVing the fim.ctioning of ~he subsidiary.' . 

6. The Committee take Dote of the scheme which enjoiD5 on the me-
... _.Direct0r5 01 tile Holding ComPany to visit each subsidiary OIlre in 
a quarter. That does not however meet fuBy the Committee's point; they 
... desired tbM. the· orpaisatloo of the Holding COlnpaoy .. Did ~ 
qualitatively strengthened, so that it was in a position to effectively direct, 
monitor aod appraise the affairs of the subsidiaries. The Committee trust 
IhIt file scheme reportedly being WOI'ked oot to make the, NTC . truly .• 
bOldiDtI: company "wm be linaUsed and brought into operatimoa early and In 
tbls process the boIdiDg company wUI" be qualitatively streng6ened. 

RecoDll8endatlon (SerIal No. l) (Pata.IL 2) . 

7. The Committee had recommended that in order to exercise mean-
ingful control. over the subsidiaries the bolding c~any (NTC).: ought to 
llave pOwer to make top.appointments in them. Though this power vested 
with the holding company under the Articles of Association of the subsi-
diaries, in reality government made these appointments applying the BPE 
p'idelincs in toto to the subsidiaries of a holding company. In tboopinioa 
of the Committee the powers of the government in relation to a subsidiatY 
should be exercised by the holding company which should be accountable 
to government and Parliament through the Committee on Public Under-
takings for its commissions and omissions. . 

8. The Government have in their reply stated tbat while the appointing 
authority for the top post in a Subsidiary Corporation is the HoldiQ!! C'om-
'pat'ly, the selection is made through the Public Enterprises Selection Board 
aDd approved by the Are. In thePFSB Selection Committee, the Chair-
man and the Managing Director of the Holding Company are invariably 
as..~iated. It is, therefore. felt that the Holding Company has a prominent 
__ ....,..-r ....... _'_ .... ~~\~'.,.. .'{ "I' 'iII'~ 
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;Tole to play in the selection of the top posts in the Subsidiary Corporations. 
As regards the appointment of functional Directors in the Subsidiary Corpo-
r.alions, NTC (Holding Company) is even DOW the authority to make selectlOD 

.and appointment thereof after following the prescnDed procedure. 

9. Ihe Committee are of "JC liew that oaly appoitdmeufI to the ao.d 
of Holding Company directly accountabre to Goventanent Deed to be 
1q)pI'0wd by ...., AppohJhnents Committee Or the Cahinet. 'I'be appolDtmeat. 
to. tile Boards of Subsidiaries might to be approved by the Board of the 
Boldiag CompaDy, if ~i·OI1 the ~ of ncolllllleadafJons of PubIle 
EDt~ Selection Board. 

B. Subsidiary ,Comp'QJzies , , . 
; .' r " " ,;', " .' ...' ~~. ~' . 

• e~~.{i~ ~~,4) (~ara '11.4) " 
.~ , , . ", ' '" ' 

~ • 0'" • .., ~" to ',' • _ , • ': ' ~ • ~ 

" :lif):'DeialiIJg with the qUeStibnOfbtganhatfon of subsi,diaries of NXC" 
'the Cemmittie h~d observed'tWat the \VOfJdoad ~d .not .appear to have ,.be~ 
evtmlydistributed amOng the' subsidiari~s.:'T'C\1d,ng'n01$: of. ~he·p.olntm~ b)l. 
~he 'Meaging Direci&, NTC~'Uiat ',~edop~ t~nkipg, ,bad ,tQ be don~ jp 
regard lOled1'ganisatiOri oftlte subSidiaries, the Commit.tee had recoounend",. 
,ed' ,that'whaitCl'er' the basis, region81 or State-Wise, atll. ~g~ati~n of tho 
SQbSidiaries)hould'be s1tCh'ast6'cnsure 'effiCient con~uct of business. . 

11. The 'GoVol'llDlelltwhileat:cepting the ieeommeftdatiOn had st8te,d 
that it would be kept in view as ~ when reorganisation of the subsidiary 
corporations was considered. 

12. Tbe Coaunlftee would De tlaat reorpnIaatioD of subsitlades with • 
"'rieW to J'8fiouIIsIDg file dlsbibutloa of workload IIIDOIII a.e vafous lubld .. , 
,diaries be uacIe .... kea earty ia the interest of proper faaedo .... ot die 
mbslclarielr. 

C. Mark~ing and SlJles Organisation 

RecOUlllleDdado. (Serial No. Il) (P .. 11.12) 

13. The Committee had observed that the marketing and sales func-
tions had not been well organised in the NTC Companies. There were 
many lacunae in the system with the result that price realisations could 
110t be considered reasonable. Moreover there was very little control by 
1he holding comp",lQY over sales policies of the subsidiaries, tbougb thero 
was a marketing division under it. The Committee felt that it was the 
responsibility of the holding company to remedy the situation and in that 
-context it had recommended that the marketing division should be beaded 
and manned by eompetent and well.qualified persons. 
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14. The Gt>VerDMent had stated in their reply as follows:' 

"Steps are beiog taken to increase saki' ofNTC' products toGDv'';'' 
emment Departments, Public Sector Organtsatiflml' ete.. am!~ 

to increase exports so th'at bulk of NTC products could 8e' 
sold minimising dependence on conventional channels. 

CMOs have been directed· to take measures in regard to aggressive' 
marketin, and better iB.entory rnatJqement. A ftJIfIedIed1. 
Director (M~keting) I has bem' applJimed~itl u.. Hi.'HingC'om. 
pany to gear up the marketing activities antt alte to formatate-
a marketing strategy." 

15. The Comaittee have heen informed tlla. ..,t from. diredioDs: 
IIsIIed to tile CMOs of lDbsidiaries tor taIdaa--18111'U in .... cI to agre5·-
sift marke.g .... 1 ~ m~ IMiI'P_nt, • fu!IIedged Diredol' 
(Marketing) ... been lPP9iated in tile H.,....Co..,..,._. n. ·Cae - '''ee 
wWl to point oua' tItiat there is notW.,. new .. ...,. _ .. 
fbttionaI'Dlredor-(Mirbtiaa) ns already in poRta. wIIID dw Cmrt '11 s· 
II'IrPIII1ned and' reported on tile Wdbaa a'1'"fCSY.. WIud tile- C.. r .... 

reeommeaded ". tIIIt wItIt a \'lew to •. riP· tile .......... ad1vitie8 ..... 
10 .............. ......uu.a ........" .·pena'-weJI,ftIIed .... · .... d ..... 
IUrketln, leld ...... ·beacI tile. Mll'ketiDl- 01 .... _' .... tb&. Dhili_ 
8houId' alSo be manDed by competent and well qualified perSOll8. ne Com-· 
1DiUee hope tIIat &Ilia. will be· eIlslINd &tier rene,... die ...... 

D. Marketing Division 

Recommendation (Serial No. 13) (PIlI'8 11.13) 

16. The Committee had made the following observation in regard to· 
tbe Marketing Division:-

"The Marketing Division of the holding company is more or less-
confinill1g itself to running the retail outlets which do not 
accollnt. for much of sales and whidl are running into serious 
losses. This is a sad commentary on the Marketing Division. 
The Committee recommend that the holding company should' 
rationalise the system of selecting and appointing wholesalers! 
agents by the subsidiaries -and review the system periodically 
as at pr~ent there appears to be scope for malpractices. 
Though it may not be possible to organise direct central 
marketing as· slIch, all indents/contracts for government and' 
other public sector supplies should be handled ·central1y by 
the holding company. There Should alSo be centralised 
market intelligence set up. The Holding Company should 
ensure that needless competition between the NTC cmnpanies 
is avoided and the transport cost is minimised." 
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:17. Tbe Government hav.e in their reply s~ 

"11ae working of NTC, (HoldlngCompany) and its nine sub-
sicJioar.ies was;reviewcd" to det&'il in the meeting convened by 
theC<amen:e Minister on 13jI60ct0ber, 1982, which was 
·attended bytlle W.ftlgiog 'Director and other functional 
Directors of the Holding Company and Otairman-cum-
Managing Directors of all the subsidiaries. Among otber 
tliJpgs. it ''W'ltS f8t . that ·there was great scope for ,better Ii~ 
'roMisatton ofNTC prod acts sO as to improve the wor~ 
tandts of'Nl'C. The HoldirtgCtlM}>aJ)Y was, 'therefore, esk~ 
:to·,olpefditefMrmitation of marketing strategy." 

11. The CommJUee ban Doted tile reply of the GOftmment, wltklt 0111)' 

meatioas about tile folio,....., .... ' ........ 01. Coauaerce MIDIsfIei'. 
n\'lew meedng heN on 13 and 16 October, 1m. '.I1Iere I. no Ind.k:ItIon ot 
-6e C:O."'1'ete aftIon taba oa. the recomme ..... ons of the CoIDIIIitIee. The 
.c. ........ ' ........... t reply' .... tile Go'feflMlent '1D 'dais 'rep'I'd. 

E. Costing 

tleconvmendadon (Serial No, 14) (twa lJ.14) 

19. Expressiag their .dissatif!factiOh over the unsatisfactory nature df 
:the cost control mecirdnism in the NTC mills, the Comtnittee had recom-
mended that for an effective control a sY5tem of standard costing for each 
variety on a per loom shift basis for the purpose of comparison with tho 
actual cost and the market realisation might be introduced. The Com-
mittee had also recommended that the Holding Company should evolve a 
system of monitoring and reviewing the costs and prices periodically. 

20. The Government have. in their reply, stated as follows:-

'~It has bcten found dffficult to work out standard costtng oft 
account of the foUoWing: 

I. Cotton cost which contitutes around 45 to 50 per cent of the 
total pr~uction cost varies from month to month. 

2. Machinery avaihtble with the NTC mills is not of standanl 
types. 

3. Laboutclemont varies from n1i1l to mill. 
4. Sale price flucttmtes ~ery. now and then and depends ntainly 

ul'Ob market trends. . 

Unlesi d1ese factors are brought under control .,.d on uniform 
basis. the expenditure/efforts involved in working (lut 
devi9tion beIIw.en standard coSting fipl'eR and aCtual ta,ures 



may not commenSUl'ate with the benefits 1bal could be obtained. 
by adopting this system. However, Holding Company is streng-
thening its costing Department to take various important items 
of work including review of costing system,cost parity status, 
inter-mill comparisons of mixing cost, productivity and sales 
realisation- etc." . 

21. 'I1Ie Committee would Uke to. re1te... their recoqauendadon 8D~; 
IIIIPIf that the s)'ltem In IilUCCeSSful private sector miDI IIaouId be studied 
... at least actaII costs and prices OR per 1001II ... for each vaiety of 
cloth sbould be worked out by tile NTC mills to eDllbie jaiIicloas ...... 
alent decisions. 

F. Purchases by Government 
Reeommendation (Serial No. 16) (para 0.16) 

22. 'The Committee have been informed that their suggestion to the 
effect that the question of purchasing from the NTC all cloth to meet the 
entire requirement of Government on a cost plus basis, subject to verifica-
tion of the cost by the Bureau of Costs and ,Prices or the Ministry of 
Finance might be considered seriously. was already under active considera-
tion of the Ministry of Commerre in consultation with the Ministries of 
Supply and -Finance. . 

:%3. The Conunlttee deIire that decision In the matter slaould 1;le--
expedited. 

O. Modernisation 
Recommendatioas (Serial Nos. 20, 21 and 23) (pans n.lO, 21 and 23) 

24. The Committee had observed that the programme of . modernisa-
tion in the NrC mills had not only been taken up belaredly but it -bad not 
been conceived properly. In this connection, they had strongly felt that 
a selective approach to modernisation was called for and that mills from 
aU regions could have been selected for modernisation fully on priority· 
basis which could still have made for balanced regional. development. 
They had also indicated how the priority - should be assigned. Furttier 
they had objected on grounds of accountability, and expediency to the 
modernisation lind expansion programme being split up mill-wise. 
According to them programme of modernisation of each subsidiary should' 
be prepared and dovetailed into tbe overall plan for the nationalised' 
textile industry. Each subsidiary's programme should then be viewed 
as one scheme for the purpose of sanctioning at the Government level. 

25. In their reply the Ministry has intimated that these recommenda--
lions have been noted for compliance. 
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26. The Committee are glad to note the IlCCeQ)tuce by the Go"" ....... 
of these r«ommendatiollls regardi .. selec:dve. modernisatioa and ""wiDa die 
IDOdemisationand expansion prognunme as one scheme. The Committee 
..ave no doubt that implem&1ltatioli of the recommendations "m bave far 
better effort on the health of the nationalised textUe Industry. The Com-
mittee fherefore suggest tb" the moder.nisation and expaDSion programme 
sIaould be recast and got cleared for early implementation on the lines iodi-
cated by them. 



CIII~JI 

R.B;X>MMENDATIONS ]){AT HA VB BEEN ACCEPlPD.BY 
GOVERNMENT 

RecolllJlleDdation (51. No. I) (P.a ILl) 

UDder the Sick Textile Undertakings (Nationalisation) Act, 1974; 103 
~tile mills were nationalised and vested in the National Textile Corpora-
tion. The Act also empowered tbe NTC to form subsidiary corporations 
under the Companies Act, 1956. There are at present 9 subsidiary com-
panies. TIle NTC as a holding company and the owner of we subsidiaries 
ought to be in a position to have complete control over the subsidiaries 
and to monitor and appraise their operations competently with a view to 
guiding and directing them besides coordinating their efforts in the interests 
of economy and efficiency. For this purpose it should be clothed with 
adequate. powers and its organiSation strengthened qualitatively. The 
Chairman, NTC informed the committee that a programme was ~g 
worked OUt to make the NTe truly a holding company. The Committee 
would await the outcome. 

Reply of Government 

The Articles of Association of the subsidiary companies of the NTC 
empower the Holding Company to issue such directives or instructions as 
may be considered necessary in regard to the finances, conduct of· business 
and affairs of the Company and the subSidiary company is obliged to 
comply with and give immediate- effect to such directives or instructions. 
The HoldiIlg Company has drawn up a scheme which enjoins that its 
fooctional directors shall visit at least one subsidiary in a quarter for the 
purpose of in-depth study of t1}e operations of the subsidiary and take 
decision/action considered necessary for improving the functioning of the 
subsidiary. (Department of Textiles O.M. No. 23012/2/82-NTC dated 
15-12-1982). 

Comments of tile Comaaittee 
Please see paragraphs 4 to 6 of Chapter I of the Report. 

Recommeadatlon (Sl. No.3) (P .... It 3) 

Incidently, the holding company could nominate its full-time Directors 
llS part tilne members of the Boards af the subsidiaries. Further, as agreed 
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by the Textile Secretary, tbe Otairman-cum-Managing Directors of sub-
sidiaries should be associated with the Board of the holding company in 
rotation while" reconstituting the Board. ThC6e wOuld make for a two way 
relationship between the holding and subsidiary companies for their mutual 
benefit. 

Reply of die Gownment 

NTC Holding Company has already nominated its full-time Diorectotl 
as part-time members of the Boards of the Subsidiaries. 

As regards the other recommendation, it is left that in matters of day-
to-day management of the subsidiary companies, there is no central direc-
~ion from the Holding Company. The participation by Olief Executives 
of the Subsidiaries in decision-making by the Holding Company may have 
very little mutual advantage. The functions of the Subsidiaries are separate 
and distinct and the need for interactiOn from below, at the top, is not all 
that great. However, it was suggested to tbe NTC that without appointillg 
CMOS of the Subsidiaries 00 the Board, it would be a healthy practice to 
invite one or two of them at every Board meeting when the affairs of their 
units are dillcussed at some length. NTC has implemented this suggestion 
for associating one of the CMDs of the Subsidiaries in the meetings of the 
Board of Directors of the Holding Company So as to enable the Holding 
Company to know the problems and difficulties faced by. the Subsidiaries 
in day-to-day working of the mills to provide counsel and suidance in the 
proper functioning of the subddiaries. (Department of Textiles 0.'1. 
No. 23012/2j82-N'fC, dated 15-12-1982), 

ReconIIIIeIIdado SI. No.4) (P ... JL4) 

'The Committee are unable to find any sound logic in the organisation 
of the subsidiaries. The jurisdiction of some of tbem is unwieldy, e.,., 
NTC (West Bengal, Assam, Bihar and Orissa) and NTC (Andhra Pradesh, 
Kamataka, Kenla and Mahe). The workload does not appear to have 
heen evenly distnbuted among the subsidiaries. As admitttd by the Manag-
ing Director, NTC', a serious tMnkinghas to be done in regard to reorga-
nisation or the subsidiaries. The Committee hope that whatever the basis, 
regional or State-wise, any reorganisation of the subsidiaries should be 
such as to ensure efficient conduct of business. 

Repty of the Govermneut 

The recommendation of the Committee win be kePt in view while con-
~jdering reorganisation of the stdmidiary' corporations. (Department or 
Tex.tile O.M. No. 23012!2182-NTC dated J ~-J 2-1982) 
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Conuaents of t'be ComnUttee 

Please see paragraphs 10 to 12 of Chapter I of the Report .. 

Recommendadon (81. No.5) (P.,a 11.5) 

At present there are on the whole I t I textile mills under the NTC, of 
these mills, 8 are not owned, but managed by the NTC. Government are 
yet to decide as per a directive of the Supreme COUrt whether 6 mills 
belonging to Swadeshi MHls group should continue with government. The 
future of the remaining two mills, viz., Laxmirattan Cotton Mills and 
Athertou Mills, Kanpur taken over in 1976 is also yet to be decided. The 
Committee desire that the nationalisation Or otherwise should be 
decided upon in regard to these two mills early as any further uncertainty 
would delay the process of rehabilitation. 

Reply of the Govenwnent 
• Laxmirattan Cotton Mills and Atherton West Mills, Kanpur had been 

taken over pending lJ1ationalisation, and action is already in hand to com-
plete the formalities for iJ)troducing legislation. (Depart~ent of Textiles 
O.M. No. 2301212182-NTC, dated 15-12-82). 

Recommendation (SI. No.7) (Para 11.7) 

As c>n 31 st March, ] 981, the total installed capacity of NTC mills was 
3.24 million spindles representing· 16 per cent of the spinning capacity 
and 48,180 looms representing 23 per cent of the weaving capacity of 
the cotton textile industry in the country. The NTC could commission 96 
per cent of the spindles and 95 per cent of the looms capacity so far. 
Only 56 mills have commissioned their installed capacity fully. The 
commissioned capacity has not also been utiliSed optimally. The utilisation 
of capacity has also been on the whOle lagging hehind that of the rest of 
the textile industry in the country. The position i1t this regard is parti-
cularly bad In NTC (Delhi, Punjab, 'and Rajasthan). NTC (Uttar Pradesh) 
and NTC (West Bengal, Assam. Bihar and Orissa). The production on 
the whole has been less than the modest target set during 1977.81. The 
overall production of market yarn and cloth was of the order of 69 m. kgs. 
and 941 m. metres, respective'y during ] 980-81. The production is ex· 
pected to go up to 109 m. kgs. of market yarn and 1050 m. metres d 
cloth by 1984-85 with the implementation of the modernisation and ex-
pansion programme. The Committee feel that with better management 
Rnd control and selective modernisation. as indicated else Where, it should 
be possible to achieve higher level of production earlier than now allti· 
cipated. They hope tnat NTC will pe-ar itself to realise this. 



Reply of the GOVemIDeIlt 

As compared to the figures of 1980-81. NTC Milts have shown pro-
gressive improvemenl in capacity utilisation, productivity and production 
during .1981-82 and it is hoped that the expected increase in these technical 
parametres of working would soon be achi~ved by these units. (Depart-
ment of . Textiles O.M. No. 23012/2/82-NTC dated 15-12-82). 

RecolDme.lNiation (S. No.8) (P .... II.') 

The Committee agree with the NTC and the administrative Ministry 
that subject to fulfilment of social obligation of the nationalised textile in-
dustry to make available adequate quantity of controlled and cheap cloth 
for the commoo man, the emphasis in regard w production of 
d..-controlled cloth should be to I\ltionalise the product mix reducing verie-
ties and sorts and concentrate on production of these fabrics and yarn 
whicb would give better profitability. This rationalisation in so far as 
cloth is concerned has been not made satisfactorily. This should be done 
early. The Committee would commend the idea of stepping up manu-
facture of blended Ilabrics. Incidentally. the losses of the NIT appear 
to be solely on account of the production and sale of decontrolled cloth. 
Unless the NTC· companies cut down on Cost and imprOVe their MIles 
management, fimmcial viability will be a distant dream. 

Reply of the Govenmeat 

Changes in the product-mix are c\,nsidered from time to time depending 
on the market conditions and technical feasibility. In fact, out of the 
nine subsidiaries, seven subsidiaries have been involved in the produoti'on 
of blended fabrics, for executing the order for supply of terry-cot suiting 
to the tune of 30 lakh metres to the ~fence authorities for Army uniforms, 
and it is hoped that the NTC mills will be kble to produce the blended 
fabrics for, local market also. 

In a recent review meeting of NTC and its subsidiaries taken by Com-
merCe Minister. all CMOs were advised to take effective steps to cut down 
costs and to achieve better sales realisation. (Department of Textiles 
O.M. No. 230J212182-NTC dated 15-]2-82) 

Reeo.meIlCilldon (S. No. 10) (Para 11.10) 

Considerable reduction in transportation cost of controlled cloth could 
be achieved if the NTC mills organise their production in such a way that 
each mill meet as far 8S possible the demand of adjacent arCM.,,, Unfortu-
nately the National ConsumerS' ·Co.:operatlv'eFedCraiTotnnform the NTC 
companies of the States .. to which the cloth is to be despatched only at the 
time of giving despatch instructions. The area-wise requirement Mould 
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I in future be indicated to the NTC by the National Consumers Q).opemtive 
'I Federation every 'quarter in advance. 

The National Consumers Co-opcrative Federation has since agreed to 
the suggestion of the NTC for indicating along with the demand pattern 
the State-wise requirement also, and from July-Sept. 1982, production of 
controlled cloth is being pred up by the NTC mills in such a manner 
that the -transportation cost ere minimised subject to tbe constraints of 
location of various mills. (Department of Textiles O.M: No. 23012/82-
NTC dated 15-12-82) 

~ (S. No. 11) (Para U.,l1) 

A scheme for production of cheaper varieties 01 cloth for augmenting 
supply of cloth at reasonable prices Was made operative from September 
1979. Under this scheme, the cloth is made available to the cons.umers 
within an all inclusive price umfonnally applicable throughout the country. 
The NTC produced 261 million metres of cloth under -this scheme in 1980-
81. Considerable los5eS have been incUITed by three out of 5 subsidiaries, 
who are the ml'-jor producers. The loss was as high as Rs. 1.16 per metre 
in NTC (Madhya Pradesh). The Committee desire that the production 
of cloth under the scheme should be organised in such 0 way that there is 
no loss, at lea'st taking NTC as a whole. 

Reply of the Go" ...... 

The ceiling priCe of cheap cloth has since hew raised by 15 per cent, 
and with this increase it is expected that NTC mills would DDt incur losses 
by producing cloth under tbis scheme in the normal conditions. (Depart-
ment of Textiles O.M. No. 23012j2j82-NTC dated 15-12-82) 

~ (S. No. Il), (Pant 11.12) 

Mark,eting ond sales do not ~m to ~ilve been organise4 well in the 
NT~.c0J:!lpanies. Prior to 1978 the mills themselves' organised their 
sales. There was very little control by the holding company over sales 
policies of the subsidiaries, though there ftS a marketing division under 
it. According .to the guidelines of the holding company, centralised sales 
committees sbou1d be set up ilt the sub5idiary level. These have however 
DOt been set up in some companies as yet. The sales .are mostly through \ 
wholesalers aDd agents engaged by each subsidiary. Admittedly, there \ 
are lacunae in tbe system with the result the price realisation cannot be! 
said to be invariably reasonable. Apart from the fact that the quality of 
cloth is not as good 85 that of private miHs. there is also less re&lisation 
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on account of certain amount of weaknQSs in the sales O£g:lnisatiOO oad 
dll;tress 68les at low price on account of liquidity problems urn the case 
of NTc (Uttar Pradesh), NTC (Madhya Pradesh) and NTC (West 
Bengal, Assam, Bihar arid Orissa). The Committee. tee) that it. is the 
responsibility of the holding company to ktDcdy the sit~ion. Its market-
ing division should be headed and mlllHltld by competent and well-quaWied 
persons. 

Reply of tbe GOVel'lllDeftt 

Steps are being taken to increase sales of NTC products to Gowmment 
Departments, Public Sector Organisations etc. and to increase exports so 
that bulk of NTC products could be sold minimising depeac:leaDe on 
oonventionW channels. 

CMOs haVe been directed to take measures in regard to agrcui.ve 
marketing and better inventory management. A fulfl.cdged Director 
(Marketing) . has been appointed in the Holding Company to gear up tlie 
marketing activities and also to formulate Q marketing strate&>,. (Dopart-
ment of Textiles O.M. No. 23012121S2-NTC dated 15-12-82) 

C~D~ ~ ~C~ 

Please see paragraphs 13 to 15 of Chapter I of the Report. 

ReeommendatiO.n (S. No. IS) (Para 11.15) 

The percentage of standard cloth manufactured to the total produc-
tion of NTC is reported to be around 17 per cent. . The ComtDittee hIne been 
informed that though many of the defec·ts are acceptable in .cheapet 
Yarieties 01 cloth, it is not the case with superior varieties. Al.a .... t a 
value loss of 3.2 per cent which is the norm of textile industry for all 
varieties of cloth, the value loss of the NTC is 3.6 per cent. That the 
value loss sbouldbe biaher for the NTC despite the tact that more thaD 
75 per cent of the cloth manufactured is ot' cheaper variety causes concern. 
The Committee ~Ilire that this aspect should be gone into by the Holding 
Company" fOr making improvement. InCidentally, the C.cmmittee notice,d 
that fents and fags coastituted 8 pel' cent of the tota) sale of tbe NTC 
and that the sale is organised through tenders. There is admittedly a 
possibility of the tcodus fOtlDingll. ring and COl"Oeriag thetle at a low 
price; The Committee .desire that as indicated by the Chairman, NTC 
there 1Ibotdd be suitable surprise"q~~~.s." t~".~ure tbet .. ~. priQ.c. obtaitIed 
is reasoaabJe aOo"flr.naard"aOih is not 5Q14 . .as Jent ItJld.u.gs . 

. -.- ,- . -,. 
1'0' ... ,._ .... ",-"" ............ . 

Reply of tile Go\'e ........ ' 

As a result of the modemisation NTC mills have sooe finer in tbeil' 
cloth production and it is expectod tltat the percentage of vaJue lou would 



get reduced thereby. As regards sale of fents and rass, each sub&i.cliary 
bas constituted a Sales Committee which fixes tbe floor prices of different 
varieties of cloth taking into account the rates prevailing in the markets, 
Due to 'watch-dog' market intelligence, the chances of collusion of traders 
is also eliminated to a considerable extent. (Department of Textiles O.M. 
No. 2301212/82-NTC dated 18-12-82). 

Recommendation SL No 16) Para 1L16) 

The NTC companies as a whole have been seUinglo govcrnment and 
public sector undertakings about 6 per cent of the cloth produced. This 
accounted for about 15 to 20 per cent of the total Government require-
ment and is valued at about Rs. 20 crores per annum. At times the 
NTC companies are forced to quote against the OOs&O tenders at a 
price lower than the COSt in order to tiltilise their capacities. In view of 

. the social obligation of producing cheap cloth undertaken and in view 
of overall huge losses incurred by the NTC, which are eventually recoup-
ed by government, the Committee suggest that the question of purchasing 
from the NTC all cloth to meet the entire requirement of government on 
a cost plus basis, subject to verification of the COSt by the Bureau of Costs 
and Prices or the Ministry of Finance, should be considered seriously. 
of it has not been already done. 

Reply of the Government 

The suggestion made by the Committee is adready under active con-
sideration of tbis Ministry in consultation with the Ministries of Supply 
and Finance. (Department of Textiles O.M. No. 2301212182-NTC. 
dated 18-12-82). 

Comments of the ColIUIIittee 

Please sec paragraphs 22 and 23 of Chapter 1 of the Report 

Reconunencl.tto. (81. No. 17) ( ..... 11.1'7) 

At present the holding company is running 383 showrooms in various 
parts of the country. The saJes are of the order of Rs. 20 crores per 
annum (overall sales about Rs. 500 croces) and the losses are of the 
order of Rs. 80 lakhs The services in these showrooms are reported to 
be not good and the situation of shops is not at the right places. There 
is also excess employment and n.-cruitment has not been properly done. 
The Committee agree that if it cannot be made a success it is better to 
dose down these retail outlet to the extent necessary. 
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Reply of the GoverllJllellt 

The recommendation of the Committee has been noted. Government 
is already seized of the matter and is considering various alternatives viz .• 
whether the~ retail showrooms should be transferred to the subsidiary 
corporations according to their geographical locations for better manage. 
ment or close down the losing shops and make others viable, etc. 
(Department of Textiles O.M. No. 23012/2182-NTC, dated J8-12-82). 

Recommendation (S. No. 18) (Para 11.18) 

The nationalised sick textile mills woe plagued by old and obsalete 
equipment and SUrpJUll labour Rehabilitation of the mills, therefore, 
warranted imaginatiVe and vigorous effons to modernise them and to 
weed out surplus labour or absorb them productively. The cffortaof 
the National Textile Corporation in this regard were, to say the least, not 
such as to inspire confidence that the nationalised textile industry could 
be rehabilitated fully in the near future. 

Reply of the Govemment 

No comments. (Department of Textiles O.M. No. 23012/2/82-NTC, 
dated 18-12.s2). 

RetO!lDlllelldadon (S. No. 19) (P ... 11.19) 

The corporate plan of the National Textile Corporation envisaged 
initially an outlay of Rs. 250 crores for modernisation and expansion anei 
this outlay was subsequently raised to Rs. 320 crotes covering the period 
from the date of nationalisation to the end of·the Sixth Plan (1984-8~). 
As at the end of March 1981 &<:hemes entailing an outJay of Rs. 242 
crores have been sanctioned and machinery worth Rs. 145 crores is stated 
10 have been received and installed. While one of the subslctiaties, vis., 
NTC (Qujarat) has exceeded the target, the othen were taping behind. 
11fe achievement has been about 50 per cenl or less in the case of NTC 
(Delhi, Punjab &. Rajasthan). NTC (West Bengal, Assam, Bihar " 
Orissa) NTC (Tamil Nadu and Pondichery), NTC (South Maharaahtra) 
and NTC (Madhya Pradesh). Conceding to some extent that the imple-
mentation of the modernisation scheme has been tardy, the Textile Secre-
tary pleaded that in view of the operational problems that cropped up 
after nationaUsatiOn. planned modernisation could be taken up only In 
1977-78. However. he agreed thaI the programme could have been taken 
up '8 bit earlier'. At this stage the Committee can only express their 
regret that the most important step in rehabiliating the Rick unitJIhas been 
taken belatedly. if not casually. 
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Repty of die (;o'fernment 

No comments. (Department of Textiles O.M. No. 230J2/2/82-NTC, 
dated 18-12-82). 

at."(olllnteTlda1ion (SI. No. 20) (Para 11.20) 

The programme of modernisation has not only been taken up belatedly 
but it has not also been conceived properly. None of the mills could be 
said to have been modernised as yet. For instance, as against the estimated 
requirement of Rs. 3000 per spi9dle, the amount spent so far· is Rs. 300 
on an average and the available resources have been spread over the miUs 
thinly. To justify this on the basis that this makes for balanced regional 
development is a fallacious argument. The Committee feol strongly that 
tbe situation called for a selective modernisation and that mills selected 
from alI regions could have been taken up for modernisation fuUy OR a 
priority basis. This could !\till have made for ba'anced development. 
Agreeing with the strategy suggested by the C.ommittee, the Textile 
Secretary promised to try to phase out the modernisation programme in 
future, Accordingly. The Committee would await the action taken in 
this regard. ' 

Reply (If the Government 

Noted for compliance. (Department of Textile O.M. No. 23012/2/ 
82-NTC, dated 18-12-82), 

Commewts of the CoIumittAle 

Please Sec paragraphs 24 to 26 of Otapter I of the Report. 

• R~onnnend .. i()n (SI No. 1I) ( .... 11.21) 

The Committee would su~!!eJ;t that while taking up modernisation on 
a ae10ctive basis priority should be assigned to instal the balancing equip-
ment badly ",eeded by the mills. . Efforts should be concentrated on· miDs 
that are making continuou~1y heavy losses, mills tbat cou1d not commis-
sion their installed capacity and mms whOSe ·available spindles capacity is 
not of econornk Mze. However. the Cotnmittee do not rute out the need 
for modemising selected profit making mills to take ~p pt'Clduct'ion of 
blended fabric~ or otherwise improve the quality of product" to make them 
competitive and to make NTC break even on the whole, early. Incidentally 
the Committee would urge that. renovation of factory buildings, which are 
very old Rnd dilapidated and hence a plltential threat to the safety of the 
workers, should be attended to with a scn<;e of urgency. 
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....., ........ , UR. 

Noted for compliance [DcpaEtmeotof 'tmilcsO.M. No. 2!1Jl.212/ 
_ 82-NTC, dated 18-12-82]. 

Or •• • .. 01 lie eo- ..... 
Please See paragraphs 24 to 26 of Oaaptcr i Of the Repon. 

Reco ......... ation (SL No. U) (P .. JU2) 

One of the CODstraints for rapid modernisation is the DOD-availability 
.of ~ machinery and in time. Hero again a belated attempt baa beoa 
made to establish manufacturing capacity in the public aect.o.... 'Ibc 
Committee desire. that this should be given lite priority. Furthet, ,ucla 
of the mathmery items as are urgently required espectally for balaociag 
purposes should be allowed to be imported without delay. The Committee 
,bope that decision OD the proposals in this regard submitted to govemmc.Dt 
by the NTC would be taken soon. The HOlding Company should also 
..ensure at least in future that orders for procurement of indigeDous 
maChinery are plaCed in time on a planned basis. 

IlepIy of ., Gem ......... 

By and large, the availabili1!Y poai.tion of indiplous machinary ill 
satisfactory at present However, NTC has also beeapermitted to im-

,port machinery wherover couidcrcd neccSW)'. (Deptt. of TstUea O.Y • 
.No. 23g12/2/82-~TC. fit, 18-12--82). 

aecClrllllllMdaIloD (SI. No. 23) (p.. all) . 
Tho- modcraiutioD and expansion 'proJradUne cntaililtg an outlay Of 

Rs. 320 crores hils DOt been viewed in its totality bid 'spUtvp miH-wiae 
{or sanction within the powers of the subcidiaryjholding company in 
stages. This seems to be inCOtTeet from the point of view of bofb 
accountability and expediellCY. The Committee feel that prOj£amme of 
each subsidiary should be prepared and dovetailed into the overall plan 
for the nationalised textile industry. Each subsidiary's programme 
should then bo viewea .. OM scbemefoc. «be putpOlO.of scrutiny at thi: 
government level. While the overall progre,ss and achievement should 
be reviewed by the government With the holfltng company, those of the 
subSidiaries should be monitored and reviewed by the bolding compa'DY. 
Oearly, identifiable tatgets shOUld be laid" down fOr lntptemel1tation as 
wen as benefits to be derived and the achievement Mated to these. The 
Committee desire that action should be taken accordingly. The Com-
mittee are constrained to matt this 'tccommendatloD especially becnIe 
they do not approve of the strategy underlying the investment decisions 

"taken so far at the eompaaies' 1eftI. ., 
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Reply of tile Go.erallleDt 

Noted for compliance. [Deptt. of Textile O. M. No. 23012/2/82-NTC 
dated 18-12-82]. 

COllUDents of fbe Committee 

Please See paragraphs 24 to 26 of Chapter· I of the Report. 

RecommenciadoD, S. No. 14 (Para D.14) 

It was estimated at the time of nationallsation that there was a surplUJ 
of about 10 per cent in the labour force of 1.61 lakhs. With the moder-
nisatioa programme taken up for implementation more of the labour would 
be rendered surplus progressively.' A precise assessment Qf this additional 
surplus has not been made. Further, if proper workload norm for 
employment of labour are evolved and adopted, the eXtent of surplus 
would further increase. A labour rationalisation!superannuation scheme 
has been taken up of implementation. Uplo 31 March, 1981, 15,497 
posts have been abolished. However the labour strength of NTC as a 
whole, instead of decreasing, has increased from 1.61 lakhs in 1974 to 
1.69 lakhs in 1980. Some of the subsidiaries have not been able to adhere 
to the target of nationalisa,tion. These are notably NTC (Maharashtra 
North), NTC (Tamil Nadu & Pondieherry) and NTC (West Bengal .. 
Assam, Bihar nd Oriss). The labour rationalisation scheme is stated 
to have been opposed by the workers in 'll number of subsidiaries. Thus the-
position seems to have become of late somewhat interactable. This ealbl 
for a study and energetic action to weed out surplu$ with the cooperation 
of the workers. Efforts should also be made t absorb the surplus ptb-
ductively as far as possible by diversifying and expanding the activities 
of the NTC companies. 

• Reply of Ole Governmeat 

Noted for compliance. [Department of Textiles- O.M. No. 23012/2/ 
82-NTC, dated 18-12-82] 

ReeolDlllfndMloa, SL No. 16 (Para D.26) 

There are no set norms for the employment of labour in the textile 
industry. However. there are certain boar,d guidelines given by the South 
Indian Textile Resean:h Association. The position in regard 110 engage-
ment of men on spindles looms in the NTC subsidiaries furnished to the 
Committee sbows that the employment was generally much in excess of 
what was indicated by these guidelines excePt in· a couple of the sub-
sidiaries. In· view of all these the Committee desire that 8S accepted by 
the Textile Secretary. there should be an independent study of pattern of 
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employment of not oBly workers but also of officers and staff and certain 
norms evolved for implementation gradually. 

Reply of the Goverameat 

The SO,uth India Textile Research Association has been requested td 
undertake study of pattern of employment in NTC Companies in respect 
of workers and staff, and the study is expected to be completed within 
six month§. [Deptt. of Textiles OM. No. 23012/2/82NTC, dated 18-12-
821. 

Rec:ommendadoa, SI. No. %7 (P.. 11.%7) 

A regionaI-cum-industrial approach to all labour problems iDcJuding' 
wages is considered -appropriate for NTC both by the management and the 
administrative Ministry. Having regard to the competitive nature and 
the traditions of the industry as well as the turnover of the skilled mana-
gerial personnel which is stated to have been the result of unattractive 
conditions of service, the Committee find some force in this. They there-
fore, desire that the B.P.E. should give due consideration to the views 
expresSed and evolve 'a suitable wage structure and personnel policy that· 
would help the management to make the nationalised textile IOdustry 
efficient and competitive. 

Reply of the Goftl'lUDeDC 

The wage structure of NTC is being governed by various Wage Boards 
who take into consideration region-cum-industrial approach to all labout' 
problems including wages. The same approach will be kept in view 
while fitralising the new wage agreements. [Deptt. of Textile O.M. No. 
23012/2/82-NTC, dated 18-12-82]. 

RecoaneIuIatioa SI. No. '1,8 (Pant 11.28) 

Incidentally, the. Committee note that the NTC have yet to ftnatiJe 
the Recruitment and Promotion Rules. This should be done without 
further loss of time. A ,-tisfactory scheme of centralised recruitment 
of managerial personnel should be evolved and the training of managers 
and craftsmen should be PUt on a satisfactory footing, it necessary. by 
augmenting the training facilities. Further, it should. be ensured that all 
the vacancies reserved for Scheduled Castel Scheduled Tribe condidates 
should be filled by such candidates Dot only in the category of workers 
but also in the categories of staff adn officers in all the subsidiaries. 

Reply of die Gofa I_ 
NoJed -tor compliance. !Department 01. Textiles O. M. No. 23912/2~2-

NTC, dated 18-12-82J. 



The paid-up capital of the NTC is Rs. 190.95 crores and as on 31 
March, 1!J81 the cumulative losses of the NTC companies as a whole 
amoullted to Rs: 243.96 ~rores. Six .subsiJtiary compBDies ;have aln:ady 
~ out tbeir.paid-up alpital.Sl ,miHs under.8,ubeidiacy ~anies· 
have roported provisional lossduriag 1980-81. An intor-4inn comparison 
of the subsidiaries .for the ~ 1979-80 ;sboWstke followiBg. The:1ebour 
content as percentage of cost of production ranged from 22 in NT.c 
(Delhi, Punjab and Rajasthan) to 41.1 ill NTC (West Bengal, Assam, 
Bihar and Oriss) as BgIlinst the 'average Of 29. Tbepercentage of raw 
material content ranged .from 38.8 in NTe (MahaUlShtraSouth) to 55.6 
in NTC (Andhra 'Preaesh, KarruKaka, KeraIa and Mahe) as aga.i.nstthe 
average of 42.S.Finished goods :inVeDto~ ranged from 30.7 days sale in 
mc '(Delhi,Punjab & Rajasthan) to 95.7 days sale in NTC (West Bengal, 
Assam, Bihar.& Orissa) as against the average .0£ 47.6. The value added 
per employee ranged from Rs. 6530 in NTC (West Bengal, Assam,Bihar 
'and Orissa) to Rs. 19004 in NTC (Tamil Nadu &. Pondicherry) as 
against average of Rs. 8082. Wbateverbethe ·conditious such huge dis-

, parities should not be there. The Committee fl'tll tlrat even under the 
present state of the nationalised textile industry it should be possible to 
breakeven provide.d good management is ensured. The holding company 
should rationalise its management information system and take meetings 
for appraising the performance of the subsidiaries regularly once a quatter. 
For this purpOSe it should also be necessary to have not only an inter-
subsidiary comparison but also a comparison of the perfprmance with 
that of the private sector. Further, the material management inventory 
control and labour inanagement should receive constant attention. In this 
connection the Committee find that in regard to 6 subsidiaries there was 

. only one or no formal performance roview in the year -1~78-79 and even 
in the year 1981-82, in respect of 3 subsidiaries there was only one such 
review. The administrative Ministry also does not appear to have taken 
tbereview of the jpei'formance of the holding compaDy seriously inasmuch 
as '1>n1y SmeetinJswere held during 1977~1 ahhougb according to the 
exi5.ting requirement 16 meetings should have been held. Admittedly, 
the 1Itate ·of the aationalisedteDile indll8trycoula hM'ebeen better bad 
111e ,performance appr.aisals by the Ministry and tbe holding company been 
'nsuW .ar14 :meaningfUl .. The 'Committee hope thatauchlaxities will be 
avoided in funue. 

&.I,., .01* Qo~ 

Noted for COIWlience. [Deptt .. of Textiles O.M. No. 23012/2/82-NTC. 
, dated 18~12-821. 
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Rec:ollllllelldadoa, sa. No. 31 (Para U.31) 

There has been serious delays in the finalisation of accounts by the NTC-
companies. The Committee are not convinced of the reasons adduced 
for the delays. The Managing Director bas, however, aSSQ&'od tho Com-
mittee,that from 1981-82 onwards the accounts would be, finalised in time. 
This sholild be- kept up . 

... ,4the~i""'" 
The IICCoutIts ftJt- 1981:"82' of' all th'e. NTeCompanies have since been,' 

fiIaaHIecl' SD4'. adopaed: '8.'I'fcf tlltrb' ere no' 8J'IUt'S' in' this regard' at ~ 
[De,.. of Textile O.Nfl. No. 290J'tlU82-NTC, dL 18-J2:'821. 



CHAPTER III 

. RECOMMENoATIC>NS WHICH mE COMMmEE Do NOT· DESIRE 
TO PURSUE IN VIEW OF GOVERNMENTS REPUES 

Recom.mudatioD, SL No. 6('" D.6) . 

UndQr the Industries (Development nod Regulation) . Act, 1959, the 
Union Government alon~ are competent to take .. over .the' management of 
an ind·ustrial undertaking. One of the' objectives. of setting up of the NTC 
was to render adviCe to 'Government on such take over. However, after 
1974 a number of sick textile mills have been taken over and entrusted to 
the management of State Textile Corporations without formally consulting 
the NTC. It is nOw open to the State Governments to nationalise . them. 
The Committee feel that there should be a unified institutional arrangement 
for the nationalised textile industry and for managing the mills taken over. 
In this, State participation could be ensured. The possibility of this 
arrangement deserves serious consideration. Incidentally, the Committee 
find that although option was given to the States to have equity participa-
tion upto 49. per cent in the subsidiaries of the NTC, the participation ha.. 
been poor inasmuch as it did not exceed 14.5 per cent and several States 
did not participate at all. 

Reply 0( the Goverament 

It has been decide<t that in future the Centrel Government would, by 
. and large, not take over sick textile mills because its hands were full. In 
case of there being sickness in private sector mills, the Centre would assist 
(legally) the State Governments to take over sick/closed mills provide.d 
the State Government were willing to assume financial and managerial 
responsibility for running such mills. In pursuance of this policy, some 
mills have been taken over and entrusted for management to the State 
Governments which arc now being urged to nationalise these mills. The 
Central Government has thus been following a coherent policy jn this 
regard with some exception in public interest. (Department of Textiles 

. O.M. No. 23012/2/82-NTC, dated 15-12-82). 

Reconunendadon, SL No. 9 (P.. D.9) 

Prior to July 1981, the NTC had an obligation to produce 40Q million 
sq. metres of controlled cloth consisting of five broad varieties. With effect 
from J\lly, 1982 this h'as been reduced to 32..-; million sq. metres confined 

'to saris. dhotis and long cloth. Shirting and drill, the cost of manufac-

22 
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1~e of which was very high, have been totally eliminated. The Commerce' 
'have been informed that there could be neither less nor prifit on tae pro-' 
duction of controlled doth by the NTC. However, the NTC has urged 
that, they be given a fait return in addition to recovering the <:OSl. Tho 
€ommittee desire that the possibility of this should be .e.nmined haviQc 
l'egard" to the need of the NTCto generate some intemalresourccs. 

Reply of the Government 

The matter Iul~ been exrunined and it has been found that providing 
such a return on capital would mean an increased receipt to NTC to be 
absorbed either by the consumer price or by enhancing the subsidy. Sinca 
subsidy is paid having regard to an identified social obje::tive, it would not 
be possible to justify either an increase in consumer price or '3.n increase in 
the rate of quanium of subsidy merely to provide a return on NTCs capital. 
It is relevant to mention that NTC is not suffering any loss on account of 
the scheme since the computation of cost takes into account the actual 
cllpacity utilisation and actual interest. [Department of TextiIesO.M. No. 
2301212182-NTC, dated 15-12-82J. 

RecommendaUon sa. No. 2S (para n.2S) 

In the case of NTC (Maharashtra North)', the labour unions aN 
stated to ,be opposing the ,programme till such time their claims for ~ 
vident fund relating to the period prior to nationalisation' to mills are settled 
in full without any cut due to non-paying to provident fund arrearS. In 
the case of NTC (Mabarashtra South), the union is stated to be demand-
"iDg full payment of gratuity and retrenchment compensation for the period 
of service before the closure of the mills in the cas~ of those which have 
gone into liquidation. The Comittee have been informed that these ere 
'under examination by the Ministry of Labour. The Committee desire that 
the issues should be sorted out early. 

Reply of tile Govel1Ullellt 

As regards the employees claim for provident fund relating to tho 
'period" prior to notionalisation of mills, the Ministry of Labour examined 
the question whether the Sick Textile Undertakings (Nationalisation) Act 
1974 could be amended to probide for payment of the outstanding amounts 
of the EPF and ESI contributions for the prc-nationalisation peciod by the 
NTC or alternatively whether the Government may itself pay the outstand-
ing amoimt or ex-gratia basis but neither of these "alternatives has been 
found possible so far. 

Re,qarding payment of gratuity to the workers for the period of service 
before the closure of the miDs in the case of those which have gone into-



liqnidatiou, it was felt that ~ can:not be bunieo~ with this. 
liability-

As regards retrenchment compensation, worknl.oJl; can cla.im compen. 
don undtt the Industrial Disputes Act aQd can th.erefere. fiJo· appiicatDs;' 
with the appropriate Govemment for the reeovu, of tho JIIODies. .... 
[Department of Textiles O.M.' No. 2301212!82-NTC, dt. 18-12-82], 



CHAPTER IV _.,._--
RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF GOV-
;~NMENl' HAVE NOT BEEN ACCEPTED By'mE COMMlTTBE 

RecomlDelldatiOD SI. No. 1 (Para 11.2) 

In order t) exercise meaningful control over the subs.i.diarie& thehol<i-
ing company ought to have power to make top oappointJnents in them. 
Though this power vests with the holding company under the Articles pf 
Association of its subsidiari~s, in reality government make these appoint-
ments applying the BPE guidelines in toto to the subsidiaries of a holding 
company. In the opinion of the Committee the powers of the government 
in relation to a subsidiary should be exercised by the solding company 
which should be accountable to government and Parliament through the 
COD;lmittee on . Public Undertakings for its commissions and omissions. 
The BPE should, tberefore, reconsider their relevant guidelines in its 
application to the subsidiaries. In any case the holding company ought 
to be able to make the appointment of Otairman-cum-Managing Director' 
as well as the appointment of fu1l-time Directors and transfer then within 
the subsidiaries. 

Reply of the Go'f~nt 
While the appointing authority for the top post in a Subsidiary Cor-

J?O'-~~ is t~e. Hold~,g Company, ~he selection is made through th~ Public 
t:nferpn,es Selection Board and approved by th~ ACC. In the PBSB 
~on , ~ltee, .the q,airman and t~ M~naging, Director ot ~e 
H<>.I~~~g Corn~y ~re jnvariab~y as~.oeiated. It is, therefore felt ,that the 
~~~, ~mp8Dy lias a prominent role to play in ~e ,seledio'n or tbe top 
potts 'l,ft ; ~e . S~idtary '~r~ons. . As re~ds the appoilltmentof 
functionalD,ir~~~ ~ tbeS~bsidia!'Y. Corporations, NTC, (H~lftg Com-
pany) is even now the anthority to make seJection and appointment thereof 
after following the pr~bed ,prwedure. [Depaftmcnt of Textiles O.M. 
No. 2301212182-NTC, dated 15-12-82]. 

C.....,.... of tie Coa.Ittee 
Please See parappbs 7 to 9 or Chapter I of the Report. 

Reea- tIIf'ee, 51. No. 14 (hra UA) 

The eon.ittee received an imsistible impreuioo that the cost COIltrol 
in the NTC ,1DiDt wat anything but satisfactory. Altboush the JUide1ine1 
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issued by the holding company provide inter alia that the mills should com-
plete thoU- sales proposals indicating sales rates for diJferent varietiea aD4 
work out profit I loss involved on' per loom shift basis in order to help take 
up only the loom sorts which yield maximum profit, some of the subsidiaries 
have not been following the system. The Committee feel that introduc-
tion of a system of standard cost for each variety on a per loom abift bIIia 
for the purpose of comparison with the actual cost and the market realiIa-
tion is necessary to have an effective control. Tho HoldiDa CompaQy 
should also evolve a system of monitoring and reviewing the COBb and 
prices peri()(\ically. The Committee are surprised that this important tlSpect 
bas been 1lI!&lccted both by the subsidiaries and the Holding Company so 
far. 

Reply of the Government . 

It hh been found difficult to workout standard costing on account of 
the following: 

1. CottOn cost which constitutes around 45 to 50 per cent of the 
.totoal production cost varies from month to month. 

2. Machinery available with the NTC mills is not Of standard 
trPes· 

3. Labour element varies from milJ to mW. 
4. Sale price fluctuates every now and then and depends mai'nly 

upon market trends. 

Unless these factors are brought under control and on uniform basis, the 
eapenditure/effons involved in working out deviation between Ita1KIIrcl 
eosting figures and actual figuros may not commensurate with the benelts 
that could be obtaine.d by adoptiq this system. However, Holdina 0Jm.. 
puay II strengthening its costing Depattme'nt to tate various Impol'taDt 
Items or wort including review of costina system, COlt parity statui, iDter-
mill comparisons of mixing costs,producdvity aDd sales reallsation etc-
[Deptt. at Textiles O.M. No. 2:l01212182-NTC. dt. 18-12-82]. 

COllllllellts of the Coaw .... 

, Pleast See paragraph 19 to 21 of Chapter I of the Report. 



CHAPTER V 

. RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES OF 
GOVERNMENT ARE STILL AWAITED 

Reco .... Uon 51. No. 13 (Pan ILU) 

The Mllrketing Division of the holding company is more or lese COD.6DinB 
itself to running the retail outlets which do DOt account for much of sales 
and whiich are running into serious losses. This is a sad commentury on the 
Marketing Division. The Committee recommend that the holding company 
should rationalise the system of seIectin, and appointJDa wholeaalerfjagenta 
by the sukidiaries and review the system periodically a~ at present there 
appears to be scope for maJpractices. Though it may not be possible to 
organise direct central marketing 8S such, all indents/contracts for govern-
ment and other public sector supplies should be handled CCDtrally by the 
holding company. There shouIdalso be centralised market intelli.geoce set 
up. The Holding Company should ensure that needless competition between 
the NTC companies is avoided and the transport COlt is miDimItel.i. 

Reply of die GoverDIIIeIIC 

The working of NTC (Holding Company) and its nine subsidiurics was 
reviewed in detail in the meeting convened by the Commerce MbdItet on 
13/16th October, 1982, which was attended by the MaDaJing Director aDd 
other functio"lal Directors of the Holding Compan'Y aud Orairman-cum-
Managing Directors of alt the subsidiaries. Among other things, it was felt 
that there was groat soope for better sales realisatiOn of NTC products 10 II 
to improve the working 'results of Nre. The HoIdiq Company was, 
therefore, asked to expedite formulation of marketing strategy. (Deptt. of 
Textile O.M. No. 23012/2/82-NTC. dt. 18·12-82). 

C __ of ate CoaIIteee 

Please fi(".f'. paragraphs 16 to t 8 of OIapter I of the Report. 

ko ......... sa. No. 36 )P .... 0130) 

The present system of fuodiog tbe NTC companies which are incurrina 
losses by giving them loans and overburdening them apia with iDtereIt III 
obviously unsatisfactory. The Committee, therefore like the Ministry to 
review the "wtem in order to remove the financial constraint. of the NTC to 
the extent possible. In this connection they find that the debt equity ratio 
of a number of subsidiary companies is adverse with more of iDteft5t 



bearing loan-cootent. The hOlding company is stated to hAve sent up a 
detailed proposal to government for restructuring the capital base. The 
Committee would urge that a decision in tbis regard should be taken early 
in order to put the copanies on sound fin'llnciaJ footing. 

~ep'y of ~ Gov,erlUlMfDt 

The cash loss incurred by NTC is being reimbursed by the Government 
by way of loaDl as. per the general policy of the Government. It is true 
that if the outstanding loans out of the cash loss reimbursement so effected 
is also tak~ Into ac~unt, the debt equity ratio Qf a number of subsidiaries 
of NTC is more than 1: 1. The proposals sent by NTC (Holding Company) 
for grant of ccttain 6nanci.al reliefs, including conversion of loan to equity 
in certllin cases, is eug-cntly lJnder active consideration of the Government. 
A final decision on the proposals is expected to be taken shortly. (Oeptt. 
of Textiles O.M. No. 23012/2/82-NTC, dt. 18-12-82). 

NEW DELHI; 

February 2S1 1983. 
,~hDltll!ftl_.6, l~ . (S). 

MADHUSUDAN VAIRALE, 
Chairman, 

Commi"ee on Public Undertaking. 



APPENDIX 
(Vit, Para :I of Introduction) 

Analysis of action taken by Government an the ~OIIII1It'AdatiOlll contained 
in the Fortieth Report of the OmuDittoe on Public UadertQiap 

(SeveatA !.ok Sabba) 

I. Total number orrecommendatiou made 

n. R(lCommendations tbat bave been .accepted by the Government (Villi 
recommendatiOftll at S.Nos. I. 3.4. 5. 7.8. 10. I I. III. I S. to ~, 116 to 119 
and 31) 

Percentage 10 total 

III. Recomtnendali(Jl\.~ which Ihe Committee do DOt delire to pW'IIue ill view 
of Government's tcpli~ (Jfid, recommendations at S. NOlI. 6, 9 IQd as) . 

Percen .. to total 

IV. Recommendationa in respect of which lepliCI of ~' have not 
been accepted by the Oomrnhtee (YidlrecommendadOGl at . Nos. II 
IQd 14) 

Pcl'CC'ntage 10 t.otal 

V. R(lConunenciatioas in reapect of which final repUCi of GovftnmoDt are 
still awaited (Vi., recommondatiQIII at S. Nw. I,. SO). . • 

Perccntatre to total 

28 
OMOIPND-L--.779 L.S.-6'S-8S-.I5U 
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